
BEFORE THE TENNESSEE REGULATORY AUTHORITY 

NASHVILLE, TENNESSEE 

December 7,2006 

IN RE: 1 
1 

ATMOS ENERGY CORPORATION'S 1 DOCKET NO. 
ANNUAL COST ADJUSTMENT (ACA) FOR 1 05-00253 
THE TWELVE MONTHS ENDED JUNE 30,2005 1 

ORDER ADOPTING ACA AUDIT REPORT OF THE TENNESSEE 
REGULATORY AUTHORITY'S UTILITY DIVISION 

This matter came before Chairman Ron Jones, Director Pat Miller and Director 

Sara Kyle of the Tennessee Regulatory Authority (the "Authority"), the voting panel 

assigned to this docket, at a regularly scheduled Authority Conference held on May 15, 

2006 for consideration of the report of the Authority's Utilities Division ("Staff') 

resulting from Staffs audit of Atmos Energy Corporation's ("Atmos" or the "Company") 

annual deferred gas cost account filings for the year ended June 30, 2005.' The 

Compliance Audit Report ("Report") concerning the Actual Cost Adjustment ("ACA"), 

attached hereto as Exhibit I and incorporated by reference, contains the audit findings of 

the Staff, the responses thereto of the Company, and the recommendations of the Staff to 

Atmos in addressing the findings. 

The Company submitted its ACA filings on September 15, 2005. The original 

180-day deadline for the Staffs completion of the audit was extended from March 14, 

2006 to May 15, 2006 by mutual consent of the Company and the Staff as provided for in 

I At the December 12,2005 Authority Conference, the panel voted unanimously to convene a contested 
case proceeding and appoint the Authority's General Counsel or his designee to dispose of the outstanding 
issues relating to the entry of a protective order. 



the Purchased Gas Adjustment Rule 1220-4-7-.03(2). On April 5, 2006, the Staff 

submitted its preliminary ACA audit findings to the company via e-mail correspondence. 

The Company responded on April 19, 2006, also via e-mail correspondence, and its 

response was incorporated into the final report filed by Staff on April 21, 2006. The 

Report contained seven findings and six recommendations. 

The Staffs audit findings totaled a net over-recovery of $137,836.12. The 

$137,836.12 amount is the net total of seven (7) findings. The Staffs Report reflects that 

Atmos has agreed with each of the Staffs findings as summarized herein. 

The first finding is that Atmos misclassified $75,007.46 as Commodity gas cost 

recoveries when in fact they should have been classified as Demand recoveries. The 

second finding is that Atmos credited commodity recoveries to the Union City ACA 

account that should have been reported as recoveries for "All Other Tennessee Towns". 

This error resulted in gas recoveries being overstated by $552.54 for "All Other 

Tennessee Towns" while Union City recoveries were understated by $427.67. 

Staffs third finding is that Atmos overstated its Bad Debt Cost by a total of 

$141,563.26. Because the Company now recovers the actual gas cost of their written-off 

customer accounts through the ACA, it must credit the ACA for the amount provided for 

uncollected gas costs in their base rate, which is $99,927.00 annually. Further, the 

Company included actual uncollected gas cost in this filing for 17 months, resulting in an 

additional $41,636.26 overstatement. Therefore, bad debt cost should be offset 

$14 1,563.26, to recognize the amount recovered through their base rates and to recognize 

only twelve months of cost. 



The fourth finding is that Atmos did not properly credit partial payments on bad 

debt accounts. The fifth finding is that Atmos did not file documentation with its ACA 

annual report sufficient to allow Staff to verify billing adjustments. 

Staffs sixth finding is that Atmos failed to update their allocation percentage for 

shared demand costs between Tennessee and Virginia customers since its July 1997-June 

1998 ACA filing. Staff found that the current allocation percentages should be 64% of 

shared demand costs charged to Tennessee customers. The company instead allocated 

69.5% for Tennessee customers. Finally, Staff found that Atmos understated the amount 

of interest due from customers. 

As a result of the audit findings, TRA Advisory Staff made the following 

recommendations: l(a) The Company should allow at least thirty (30) days for a 

prospective bidder to respond to its RFP; 1 (b) Atmos should advertise the RFP in 

appropriate trade publications. 

Staff then made recommendations consisting of the following: 2 (a) The 

Company should provide the TRA with documentation in its ACA filing of the total 

profits realized by AEM from the sale of Atmos customer assets; 2 (b) The Company 

should credit 100% of this profit to ratepayers in its ACA Account; 2 (c) The Authority 

should open a separate docket to address the inclusion of asset management fees in the 

Company's Performance Based Ratemaking Rider ("PBR") and the appropriate sharing 

mechanism and percentage applicable to these fees; 2 (d) The Authority should direct 

Staff and the Company to submit a proposed revision of the affiliate rules currently 

included in the PBR to provide guidance to the Company in the selection of the asset 

manager. 



The third recommendation was that Atmos file all future proposed asset 

management and gas procurement agreements or renewal of the current contract with the 

TRA for prior approval. In its fourth recommendation, Staff stated that the Company 

should be required to provide a summary report listing all billing adjustments made to the 

ACA recoveries in each annual ACA filing. Staffs fifth recommendation was that 

Atmos use the updated demand allocation percentage between Tennessee and Virginia 

customers in the next ACA filing for the 2005-2006 audit period, and that the Company 

recalculate and adjust their demand allocation percentages at least every three (3) years, 

or earlier, if circumstances warrant. Staffs final recommendation concerns the recording 

of partial bad payments and directs that the Company abide by the joint agreement 

submitted by the three gas companies: which requires that a company either credit the 

gas cost portion of the bad debt first, or at the marginlgas cost percentage of the original 

write-off. 

After considering the Report, the Authority voted unanimously to adopt the 

findings and recommendations contained therein with the exception of Staff 

Recommendations 1 through 2 (c). The panel did not approve Staff Recommendations 1 

through 2 (c), in part, because it reasoned that Atrnos did not receive a sufficient 

opportunity to address these recommendations. The Authority also based its rejection on 

the lack of sufficient information in this docket to determine the appropriateness of Staff 

Recommendations 1 through 2 (c) at this time. The panel concluded "that the TRA audit 

staff and the company meet to discuss the effects of incorporating the asset management 

arrangement into the performance-based ratemaking mechanism.") In the event that 

2 Atmos Energy Corporation, Chattanooga Gas Company, and Nashville Gas Company. 
"ranscript of Authority Conference, p. 7 (May 15,2006). 

4 



these issues remain unresolved, the panel may consider other options, including the 

convening of a contested case. 

IT IS THEREFORE ORDERED THAT: 

The Actual Cost Adjustment Audit Report of Atrnos Energy Corporation's annual 

deferred gas cost account filing for the year ended June 30, 2005, a copy of which is 

attached to this Order as Exhibit 1, is approved and adopted, and the findings and 

recommendations contained therein with the exception of Staff Recommendations 1 

through 2 (c) are incorporated in this Order as if fully rewritten herein. 

Pat Miller, Director 

i/ 
, Sara Kyle, Director 












































