~TMOS

energy

RECEIvVED
SEP 1 2016
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COMMISSION

August 31, 2016

Talina Mathews

Branch Manager, Tariff Branch
Public Service Commission
211 Sower Blvd.

Frankfort, KY 40601

RE: Case No. 2016-00052, Special Contract — _

Dear Ms. Mathews,

Atmos Energy Corporation (Company) herewith submits an original non-redacted and
one redacted copy of the special contract and cost analyses with the above reference
customer and is to be included in Case No. 2016-00052, .

Also enclosed is a Petition for Confidentiality pertaining to the terms agreed to between
the Company and the above referenced customer as well as the cost analysis. This
information is extremely confidential and has previously been afforded confidential
protection by the Commission.

Please fec] free to contact me at 270.685.8024 if you have any questions and/or need any
additional information.

Sincerely,

Mark A. Martin
Vice President — Rates & Regulatory Affairs

Enclosures

ce: Randy Hutchinson

Atmos Energy Corporation
3275 Highland Pointe Drive, Qwensboro, KY 42303-7835
P 270-685-8008 F 270-68%9-2076 atmosenergy.com
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COMMONWEALTH OF KENTUCKY RECFIVEQ
BEFORE THE -
KENTUCKY PUBLIC SERVICE COMMISSION SEP 12015

PUBLIC SERVICE

COMMISSION
IN THE MATTER OF: ‘

APPLICATION OF ATMOS ENERGY CORPORATION FOR
APPROVAL AND CONFIDENTIAL TREATMENT OF A
SPECIAL CONTRACT AND COST ANALYSIS INFORMATION
SUBMITTED TO THE KENTUCKY PUBLIC SERVICE
COMMISSION

CASE NO. 2016-00052

APPLICATION AND PETITION FOR CONFIDENTIALITY

1

Atmos Energy Corparation (‘Atmos Energy” or “Company”), by counsel, pursuant to KRS
278.160(3) and 807 KAR 5:001(13) petitions the Commission for approval of the attached
speciél contract and for confidential protection of the matters redacted therein and the
supporting cost analysis. One non-redacted and one redacted copy of the special contract and
cost analysis are attached.

BACKGROUND

Atmos Ener-gy has entered into a special contract with one of its industrial customers, a
copy of which Is attached. This congract replaces an existing contract that was previously
approved by the Commission, Pursuant to 807 KAR 5:011, Atmos Energy submits the new
special contract for approval by the Commission. Consistent with prior orders of the
Commission relating to special contracts, Atmos Energy performed a cost analysis related to

this special contract to determine whether the anticipated revenue from this customer will



cover all variable costs incurred in serving this customer and also contribute toward the
Company’s fixed costs. The results of that cost analysis are also attached,

The Company respectfully requests the Commiss;ion to accept and approve the attached
special contract and grant confidential protection to the matters redacted therein, pursuant to
807 KAR 5:001(13), as well as the related cost analysis.

CONFIDENTIAL PROTECTION

The Commission has consistently granted confidential protection to the terms of special
contracts filed by the Company under the provisions of 807 KAR 5:001, Section 13 and KRS
61.878. The Commission did so mast recently in the Company’s last rate case: In Re:
Application of Atmos Energy Corporation For Adjustment of Rates, 2013-00148, Orders dated
November 25, 2013, and March 24, 2014,

The information contained in the special contract and the cost analysis is commercial
information that if di;closed could cause sub_stantial competitive harm to Atmos Energy. This
information is not publicly available. The contr;act coﬁtains a specific covenant that the
customer will keep the provisions of the contract confidential. It would be difficult or
impossible for someone to discover this information from other sources. If this infc;rmation
were available to competitors in this form, they could use it to the competitive detriment of
Atmos Energy. This information is not generally disclosed to non-management employees of
Atmos Energy and is protected internally by the Company as proprietary information. The
disclosure of this proprietary information would result in significant or irreparable competitive
harm to Atmos Energy by providing its competitors with non-reciprocal competitive advantage.

No public purpose is served by the disclosure of such information.



KRS 61.878 (1)(c) provides that “records confidentially disclosed to an agency or
required by any agency to be disclosed to it, generally recognized as confidential or proprietary,
which is openly diselosed would permit an unfair commercial advantage to competitors of the
entity that disclosed the records “shall remain confidential uniess otherwise ordered by a court
of competent jurisdiction.” The natural gas industry is very competitive. Atmos Energy has
active competitors, who could use this information to their advantage and to the direct
disadvantage of Atmos. Atmos would be at a competitive threat of loss of business due to the
ability of its competitors to leverage the information to their advantage. The public disclosure
of the customer name, customer identifiable information, monetary terms negotiated with
each customer and critical monetary terms would permit an unfair advantage to those
competitors. With the identity of the customer and the knowledge of the contract terms,
competitors would have inside information to target these customers. For these reasons, the
Customer name, customer identifiable information, and monetary terms in the contracts are
exempt from public disclosure pursuant to KRS 61.878(c){1). The Commission has also
previously ruled that the cost analysis submitted with a special contract filing is believed

entitled to confidential protection. See, e.g. In Re: Application of Atmos Energy Corparation for

Adjustment of Rate 2013-00148.

Atmos Energy requests t-hat the attached non-redacted special contract and supporting
information be held confidentially indefinitely. The statutes cited above do not allow for
disclosure at any time. Given the competitive nature of the natural gas business and the efforts

of nan-regulated competitors to encroach upon traditional markets, it is imperative that



regulated information remain protected and that the integrity of the information remain
secure.

For those reasons, Atmos Energy requests that the attached non-redacted copy of the
special contract and cost analysis be treated as tonfidential.

Submitted by:

—— T
Mark R. Hutchinson
Wilson, Hutchinson & Littlepage
611 Frederica Street
Owensboro KY 42303
(270) 926-5011
Fax: {270) 926-9394
Randy@whplawfirm.com

John N. Hughes

124 West Todd Street
Frankfort, KY 40601
{502) 227-7270

Fax: None

inhughes@ johnnhughespsc.com

"

Attorneys for Atmos Energy Corporation

VERIFICATION

I, Mark A. Martin, being duly sworn under oath state that | am Vice President of Rates
and Regulatory Affairs for Atmos Energy Corporation, Kentucky/Midstates Division, and that the
statements contained in the foregoing Petition are true as [ verily believe.

Lt

-/Mark A, Martin




Analysis of Centribution to Fixed Cost

Annual Mef {1}

Annual Revenue {1}:

Monthly Base Charges, @ Tariff
Transportation Adm. Fee, @ Tariff
Commedity Gas Cost, @ Tariff
Nan-Cornmodity Charges, @ Tariff
Simple Margin, special contract rates applied
to annual deliveries:
Interruptible Service -

@ REN per Mof

12 mo. X $50/mo. = 600

TOTAL
* - Excluding non-commodity charges and gas costs as noted.
Less Variable/Avoidable Costs:
Lost & Unaccounted For {2}
QOdoerant {3}
KPSC Assessment {3}
Measurement/Regulation Station {3}

Meter Reading, Maintenance.and Billing

II!II!I

Contribution to Fixed Cost:

Notes: {1} - Pro-forma Test Year Volumes in Case 2015-00343. Annual Revenue
applying rate structures and service mix in pending special contract.
{2} - In accordance with tariffs, Company retains a portion of Customers
supplies to compensate for the L&U experienced in Atmos'
distribution system. Thus, the variable cost of L&U is, in effect, recovered
through gas-in-kind retention.
{3} - Calculations shown on Page 2 of this Exhibit.

8/29/2016



Analysis of Contribution to Fixed Cost

Odorant;
Odorant injection rate, Ib./MMcf
Odorant Cost per |b., current
KPSC Assessment;

Annual Revenue
Percentage
Measurement/Regulation Station:

Standard Measurement/Regulation Station Cost-
Materials: Regulators, valves, piping, etc.
Labor: Fabrication and installation
Total

Annual Depreciation Rate -

Annual Dapreciation Expense

Capital Cost {1}
Income Tax {2}

TOTAL

Notes:

8/29/20186
Page 2




LARGE YOLUNME NATURAL GAS SERVICE AGREEMENT

THIS LARGE VOLUME NATURAL GAS dSERVICE AGREEMENT ("Service
Agreement’) ls made and enterad into es of the 3™ day of August, 2016, {the "Effactive
Pale”) by and hefween ATMOS ENERGY CORPORATION, a Texas and Virginia
corporafian, ("Atmos Energy™ and

{"Custorner’}. Almos Energy and Customar may aiso be referre
as a Party and collectively 53 the “Partles.” :

WITNESSETH:

WHEREAS, Atmos Energy deslres to provide ta Customer, and Customer deslresto
obtain natural gas service In accordance with the ferms and condltions herelnafter sat farth;

NOW, THEREFORE, In consideration of the mutual covanants conlained hereln and
other good and valuable consideration, the Partles hereto agree as follows:

1. Natural Gas Service Type and Volume Levels. Customeragrees ta purchase

from Atmoas Energy or deliver to Atmos Energy for Iransportation, such service {ype being
specifled balow, all of Customer’s nalural gas service requirements for Qustomer's facllities
located at or near LI ('Customer’s Facility"). Atmos Energy agrees to
pravide service ta Gustomer of the type spaclfiad balow, subject to the provisions of Almos
Enargy's then' current tariff as appraved by the Kentucky Public Service Commission
("Tarlf), referenced rate schedules thereunder and the related Rules and Regulations
governing natura] gas service as set forth In the Tarlff and this Ssivica Agresment, Including

the attached General Terms and Conditfans and Exhibit °A,* Recelpt Point{s) and Dalivery -

Painl{s) which are made a part hereof,

Atmos Energy shall have no obligation to provide for deliverles In excess of tha maximum
dally and haurly volumss herelnafter specifled, or to provide sales gas fa Customer In the
svent Customer chooses a transportation service only; provided thatihe maximum amounts
may, at Almos Energy's discretion, be increased upon demonatration by Customer that its
aclual or axpected nead will exceed one orall of the current maximums. Any Increase In the
speclfied maximum dally and hourly volumes shall be mutually agreed upon by {he Perfles
as a writtsn emendment to this Service Agreemant. Atmos Energy shall not receive velumes
for transpartation service In axcess of the dally volums herelnaftar speclfied (MDQ)

Masxtmum Maximum Maximum
Mcf/Day MeffHr. McfiDay
Service Type Belivery Dellvery Recalpt (MDQ)

2. Price, Except as provided balow, the price to be pald by Customer shall bs in
accordance with the rete schedule under which the servics Is rendered, Such rales,
Including gas cost adjustments, shall be subjeot to change as petiniited by this Service
Agreement. Any (ederal, state or other legal tases, other than those based upon ar
measured by Atmos Energy’s Income which apply now or may hereafter be Imposed, shall
be pald by the Customer, In addition to the rates as specified.

———— b e &




Throughout the Term (as defined in Seatlon 3 below) of thls Agreament, the simple margin

for all volumes delivared each month shall bed NN

3. Term. The Natural Gas Service Typs and Volume Levels, Price and Term of this
Service Agreement shall become effective ("Transporiation Service Effective Date®) on
September 1%, 2016, or the first day of the hext month following the dale on which this
Service Agresment is approvad by the Kantucky Publlc Serviee Commission (the
“Commisslon®), whickever is later, and shall continue in full force and effact for ten {10)
years (the “Primary Term"),and shaif be renewed for additlonal one year terms (each a
“Renewal Term"} ; provided that either Parly may terminate this Setvice Agreament at the
end of the Primary Term or at the end of any subsequent Renewal Term upor; providing one
hundred twenly (120) days prior written notice to the ather Parly, The Primary Term and
subsequant Renewal Terms may be referrad to callectively as the "Term”, If Customner's
Facllity Is permansntly closed, then Custorner may terminate the Service Agreement on 120
days' notice {0 Almos Energy.

Customer agrees that while this Service Agreement s In effact, all natural gas consurned by
Customer at Customer'a Facility shall be dsfivered by Attmos Energy. The Partles wiil use
goad faith efforts to obtaln approvel of the Serviee Agresment without changes, During the
Term of the Service Agreement the Parlles agree notto requast ahy changes to the Senvics
Agreement and wlll oppose any effort by other entlties including the Commission t¢ make
changes to the Service Agraement and agree that the highest standard avallable under
Kentueky law shall apply if applicabla to any request to madify the Service Agreement. in the
event that tha Commlsslon should not apprave this Service Agreement tha Partiss agree to
use ihelr best afforts to work with each ather and with the Gommission to nagotiate 5 service
agreement on terms that are acceptabls o the Partles and the Comralssion. In such event,
end unfess prohlblted by the Commission, the rates and terms of the current service
agresment shall remaln In effect,

in the event Gustomer plans to make a flling, or direct another party fo make sugh fillhg en
ts behalf with the Faderal Energy Reguletory Commissian or any other regulsatory body,
seeking authority ta recslve direct gas servics following the termination of this Service
Agreement, Customer agrees fo notify Atmos Energy of such plans not less than 30 days
prior to the date of such filing.

Durlng the Term, Atmos Energy and Customer may mutually agree to amend this
Agreament ta change the typa of service provided for under thls agreament, le. sales,
transportation, flrm or Interruptible, If Customar's needs or quallfications change, Any
amendment changing the lype of service must be in writing and will not, unless mutually
agreed by the Partles in such amendment, change the Term of thla Agreemeant.

4. Parking, Sublect to the tarms of the Tariff, Customer may “park” positive
monthly Imbalance velumes, up to 10% of the T-4 volumes deliverad by Atmos Enatgy into
Customer's facllitles, The costto Customer of parking such imbalance volumes shall be as
set forth In the Tarlff, Unless otherwlse provided In the Tariff, Atmos Energy shall provide
tha parking service on a "best efforts” bagls, and ths parked volumes shall be deemed “first
thraugh the meter” delivered to Customerin the month fallowing dellvery to Atmes Energy on
Customer's account,




Elsctronfe Flow Measurement and Cammunicatlons Equipment. The Custamar

will pay the Company, In accordance with the Tariff, for all casts for addltional facilitles
and/ior equipment, Including elactranle flow measurement (FEFM') eguipment and cellular
communlcatlons equipment which wili be required as a result of Customer recelving Flirm
(Rate T-4) sarvice, Including =il costs of Installation and ongolng EFM repalr, malntenance
and replacement of such addltional faclitles and/or equipment and cellular communication
support services. Customer Is responsible for providing and malntaining the electric support
services related to the EFM equipmant. Such addillonal facilitles and equipment shail be
installed, meintained, operated, and owned by Atmos Energy.

6. Notleas. Any notice required 1o be given under this Agresment, or any notlce
that elther Party hereto may desira to glve the ather Parly, shall be in writing and shall be
cansldered duly defivered when depasited in the Unifed States mail, postaga prepald,
reglstered or carifled, or sent by facsimile and addressed as follows: A

If ta Atmos Energy; ATMOS ENERGY CORPORATION
{Kentucky/MId-States Division)
5430 LBJ Freeway, Sulte 160
Dallas, Texas 76240-26801
Aftention: Confract Admlnlstration
Telephone:  (214) 206-2574
Fax: (214) 206-2101

If to Customsr:

or such other address as Atmos Energy, Gustomer or thelr respscltive successors or

permitted assigns shali deslgnats by wriltan netlce glven In the mannaer described above., -

Roullne communlcatlons, including monthly involees, may be malled by ordinary mall,
postage prepald, and addressed to the abgve-designated name and address.

7. Aflachmants, General Terms and Conditions and Exhibit "A,"” Recelpt Polnt(s)
and Delivery Polnt(s), attached herelo are expressly incorporated herein 2nd made a part of
this Service Agreement far all purposes, and all references hereln and therain ta "this
Setvice Agreement® include the same and thelr respeciive lerms and provisions.

B. Confidentiality. Both Partles agrees that the terms and conditions of thls Servica
Agreement shall not be disclosed to any person or party not employed by the other Party or
refalned as counsel, consultant, or advisor by the other Party, other than informatlon
raquired lo ba furnished to ils Independent public accountant, or In connection with the
defense of any litigation, or as otherwlse agreed to by the Parlies In writing.




INWITNESS WHEREQF, the Parlles heralo have exeoutad this Sarvice Agreement
as of the dafe first sbove written.

ATMOS ENERGY

or A 02

Bill Greby
Vice President; Marksting
Kentucky/Mid-States Divislon

-




GENERAL TERMS AND CONDITIONS
TO
LARGE VOLUME NATURAL GAS SERVICE AGREEMENT

1. This Service Agreement s subject to all applicakle and valid statufes,
ordinances, and the rules, regulations and orders of the Kentucky Public Service
Gommiaslon. :

2, If not presently Installed, the necessary regulating and meterling equipment
construcied fo Atmes Energy’ speclfications shall be installed for delivery of the gas as
specifled hateln, and the Customsr shall install or causs to ba installed addillenal regulating
equipment ta provide sullable operating pressura at the various points of ulllization. A
sultable locatlon for the regulating and metering equlpment shall be provided by the
Cuslomer without charge, and Atmos Energy shaf have the right fo operate, maintain and
alter this aquipment as Is necassary or desirable. Each Parly hereto agrees to malntalp any
equipment owned by it and used in the performancs of its ebligations hereln in good, safe
and efficient operating condition and repalr,

5. Titls to sales gas shall pass from Atmos Energy to Customer, upon the
dalivery thereof, at the Customer's semvice address. The fitle to all gas transporied
hareunder shall remain with the Cusiomar while such gas is on Almos Enargy's local
distribution facilities. The Recelpt Polnf(s) at which the Custemer will deliver lransportation
gas to Atmos Energy and the Delivery Polnt(s) at which Atmos Energy will redeliver
transportation gas to Customer are deslgnaled on Exhiblt "A" attached herafo.

4, Ag betwaan the Parlies hereto solely, for transportation services, Atmos
Energy shall be desmed In excluslve contro!l and passession of the gas after the delivery
thereof at the Recslpt Palnt(s) and prlor to the redelivery lhereof, to or for the account of
Gustamer at the Delivary Paint{s), Al all other times, as between ihe Parlles hersto solely,
Customer shall be deemed In excluslys contral and possesslon of the gas and responsible
for any damages, losses ar injurles caused by Customer's handiing, delivery or recelpt
thereof, For seles ssrvices, Atmos Energy shall be deemed In exclusive contrel and
possession of the gas prlor to the dellvery thereof, to or for the account of Customer at the
Customer's service address, Upon dellvary theraof, as betwsen the Partles hareto solely,

Customer shall be deemed In excluslve control gnd possesslon of the gas and responsible

for any damages, losses or Injuries caused by Customer's handiing, dellvary or receipt
thereof. Each Party agrees to Indemnlfy, defend and hald harmless the other Perty from and
agzlnst 2ny and all claims, ilabllitles, damages, losses, costs and expanses incurrad by such
other Parly arising from or relating to any damages, losses or Injuries for which the
Indemnifylng Parly |s respensible pursuant to the provislons of this paragraph, exceptto the
extent such damages, losses or expenses shall have been caused by the negligence of the
indemnified Party.

g In the event that efther Atmos Energy ¢r Customer (s rendered unabls, wholly
or in part, by reasen of an event of force majeure, to perform Iits obligatlons under this
Satvice Agresment, other than to make payment due hereunder, and such Parly has glven
nolice and full parfieulara of such force maleurs in writing to the other Party as soon g9

ossibla aftar ihe accurrence of tha cause relled on, then the ohligations of the Partles,
nscfar as they are affected by such force maleurs, shall be suspended during the
canhtinuance of such inability, but for ho longer perind, end such cause shatt, Insofar aa

B
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possible, ke remediad with allreasonable dlspatch; provided, however, that the settlement of
sirikes or lock-outs shall be entirely within the discretlon of tha Parly having such dififculty,
2nd the above requirement that any force majeure be rermedied with all reasonable dispaich
shall not requlre the settlement of strikes or lock-outs by acoeding to the demands of the
opposing party when such course Is inadvisable In the discretlon of the Parly having the
difficully, provided that if Atmas Energy is the party experlencing such labor unrest ang
disruption, It must make all reasonable efforts to help Customer sacure adequate supplies,.

The ierm "force majeure” ss used hereln shallmean any cause rot reasonabiv within
the coniral of the Party clalming auspenslon and includes, but is not limited to, acts of God:
strikes; lock-ouls; wars; acts of terrorlam; rlots; orders or decreas of any lawfufly constituted
federal, state or local body; fires; storms; floeds; wash-auts; exploslons; breakage or
accldent to machinery or lines of plpe; Inabllity to obtain or delay In obtalning rights-of-way,
Inaterials, supplles or labor permits; temporary or permanent falluye of gas supply or
Iransportation services; capaclty canstralints; repair, mainlenance orreplacement of facllities
used inthe perfarmance of the obllgations contained in this Service Agreement; or any other
cause of a simifar nature whether of the kind herein enumerated or otherwisa.

8, During sach billing period involving transporation services, Customer agrees
to maintain ils deliveries of gas tu Atmos Energy and its receipt of gas from Atrmos Energyih
conlinuous balance or as near thereto s practicable on an Mef or MMBtu basls, as
designated hy Atmos Energy. Further, the Customer agress (o be llable to Atrnos Energy for
all cost, expense and llability incurred by Atmos Energy, which directly relates to the
Customer's transportation activities on the htersiate pipeline system. To the extent that
imbalances owed ta Customer by Atmos Energy ocecur, such "parked” volumes of the
Custamer shall be deemed, for billing purposes, ta be the first volumes delivered to the
Customer during the succeading bliing period. When the volume of gas taken by Customer
during a billing perled exceeds the aggregate of its T-3 anhd T-4 transporlation nominatlons
and Its avallable "parked” volumes, Customer shall pay Atmos Energy for such overrun
valumes at the applicable cash out rata.

7. In the event of defauit hereunder by either Party, in addition to all rights and
remedios at law or in equity to which the non-defaulting Pary may be arttitled, the defaulting
Parly agrees to reimburse the non-defaulting Parly for all court costs and other expenses
Incurred. Further, each Party agrees to indemnify and hald the ather Parly harmlass with
regard to any and all fees, costs and expensas Incurred by the non-defaulting Party in
relation to all clalms, disputes and sults which arlse under or are related to the defaulting
Party’s default under this Servios Agreement, except ta the extent such dlalms, disputes and
sulls shall have been caused by the negligence of the non-defaulting Party. In no event
shall elther Party be liable for Indirect, speclal, consequential or puniiive damages.

a8, This Service Agreement shall be binding upon the Parties hereto and thelr
respective sucoessors and asslgns.

9, This Service Agresment constitutes the entire agreement batween the Pariles
hereto with respect to the subject matter hereof and supersedes all prior agreaments and
undarstandings, oral and written, betwaen the Parties herelo with respect to the subjeat

mafler hereof,




Regeipt Poini(s)

Delivery Polnf{s)

EXHIBIT "A”
RECEIPT POINT (S) AND

DELIVERY POINT (S)




