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IN THE TENNESSEE REGULATORY AUTHORITY

NASHVILLE, TENNESSEE
IN RE: )
)
PETITION OF ATMOS ENERGY ) DOCKET NO. 12-00064
CORPORATION FOR ADJUSTMENT )
OF RATES )

RESPONSE OF THE CONSUMER ADVOCATE TO THE DATA REQUESTS OF THE
AUTHORITY STAFF DATED OCTOBER 30 AND OCTOBER 31, 2012

The Consumer Advocate and Protection Division of the Office of the Attorney General
(“Consumer Advocate™), hereby submits its responses to the request of the Tennessee Regulatory
Authority (“TRA”) dated October 30, 2012 and October 31, 2012.

Responses to Data Requests of October 30th

1. Provide all precedent and other legal support for payments from a utility to the
Consumer Advocate Division such as the $20,000 payment identified in Paragraph 11.3. of the
Settlement.

RESPONSE:

The Consumer Advocate is aware of the Authority approving a payment to the Consumer
Advocate by a public utility to offset the cost of an expert witness in one instance. In Docket 07-
00105, a rate case filed by Atmos Energy Corporation (“Atmos”, “Company”), the Consumer
Advocate, Atmos, the Atmos Intervention Group, and Stand Energy Corporation submitted a
- scttlement agreement to the Authority on September 26, 2007, to resolve the revenue
requirement portion of the case.! For convenience, a copy of the settlement agreement is

attached.

! The matter of rate design in Docket 07-00105 was subject to a contested hearing.
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Among the provisions of the settlement agreement, paragraph 9 (b) incbrporated by
reference the Stipulation as to Operations and Maintenance Expense, Taxes Other than Income
Taxes, Adjustments to Net Operating Income, and Certain Rate Base and Procedural Items
(“Stipulation”) filed by Atmos and the Consumer Advocate on September 7, 2007. For
convenience, a copy of the Stipulation is attached. Paragraph 6 of the Stipulation provides that
$25,000 shall be included in the amount of budgeted rate case expense sought by Atmos for the
fees incurred by the Consumer Advocate for witness Charles W. King, a depreciation study
expert.

On October 8, 2007, the Authority approved the settlement agreement without
modification of any of the terms.>  For convenience, a copy of the Order approving the
settlement agreement is attached. In neither Docket 07-00105 nor this matter does a payment to
the Consumer Advocate by a public utility for reimbursement of expert witness fees increase the
revenue requirement proposed by the parties for consideration by the Authority.

The Consumer Advocate acknowledges the TRA approved settlement resolving Docket
07-00105 is not a precedent. The Consumer Advocate does not take lightly the issue of a public
utility partially reimbursing the Consumer Advocate for the expense of expert witnesses. Nor
does the Consumer Advocate envision being reimbursed by a public utility as a regular practice.
Many factors were weighed in the decision of the Consumer Advocate to include Paragraph 11.d
in the proposed settlement agreement, including the time, effort and expense of expert witnesses
committed té testing the veracity and justification of the rate increase petitioned by the Company

and the level and quality of information and data provided.?

% Docket 07-00105, Transcript of Proceedings, Vol L. A, October 8, 2007, p. 8-9.
? Direct Testimony of Terry Buckner, October 3, 2012, p. 10; Direct Testimony of I1al Novak, October 5, 2012, p.
17-18.
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2. Please identify the Consumer Advocate’s expenses to date for each expert witness
that participated in Docket No. 12-00064. Include amounts dictated by contract and/or hourly
rates and the number of hours worked on this docket for each expert. Also, provide the total
amount of the Consumer Advocate’s accounting expenses provided by expert accounting
witnesses in this case, including contract rates and hours worked.

RESPONSE:

The total cost incurred by the Consumer Advocate in this docket for outside expert
witnesses is currenily $52,300.00. Below is a breakdown of the total by witness, the contractual

rate per hour and the number of hours billed for this docket.

Expert Hal Novak Terry Buckner Dr. Chris Klein
Rate Per Hour $150.00 $150.00 $175
Hours 193.5 140 13
Total Cost $29,025 $21,000 $2,275

Attached are copies of the bills of each respective witness which are being filed under
seal to protect proprietary and personal information.” Dr. Klein is employed by Middle
Tennessee State University (“University”). The University bills on behalf of Dr. Klein. In
addition to Dr. Klein’s hourly rate, the Consumer Advocate is also responsible to the University
for related portions of social security and retirement contributions. Dr. Klein’s bills for the last
two months have not yet been received, however Dr. Klein has provided the total number of

hours he has worked on this docket.

* Please note some bills also include billings for Docket 12-00049, a rate case filed by Tennessee American Water
Company. The graph provided in this response only includes hours worked and cost incurred for Docket 12-00064
and not any other matter.




Responses to Data Requests of October 31st

1. Paragraph 11.b of the Settlement discusses proposed methodology regarding
treatment for {uture pension funding. For clarification, is the treatment proposed consistent with
the Authority’s approved methodology for Piedmont Natural Gas? If not, please identify areas
where the proposed methodology differs from that approved for Piedmont.

RESPONSE:

Yes, the proposed methodology is consistent with that granted to Piedmont.’

RESPECTFULLY SUBMITTED,

e

Ryan L. McGehee (BPR #25559)

Assistant Attorney General

Office of the Attorney General

Consumer Advocate and Protection Division
P.O. Box 20207

Nashville, Tennessee 37202-0207

(615) 532-5512

)-"
Dated: / ""“ 1 ,2012.

® The Consumer Advocate submits Paragraph 22 of the proposed settlement agreement filed on October 30, 2012,
should be noted and considered by the Authority in evaluating all components of the proposed settlement agreement.
Paragraph 22 provides that “Approval by the Awhority of the provisions of this Stipulation and Settlement
Agreement shall not be construed as a waiver of the Authority’s decisions in any rate case or policy decision or
constitute an endorsement of any ratemaking methodology by the Authority.”
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I hereby certify that a true and correct copy of the foregoing was served via U.S. Mail or

clectronic mail upon:

Pairicia Childers, Vice President
Rates & Regulatory Affairs
Mid-States Division

Atmos Energy Corporation

810 Crescent Centre Drive, Ste. 600
Franklin, TN 37067-6226

A. Scott Ross, Esq.

Neal & Harwell, PLC
2000 One Nashville Place
150 Fourth Avenue North
Nashville, TN 37219-2498

Ellen T. Weaver, Esq.
Senior Attorney

Atmos Energy Corporation
P.O. Box 650205

Dallas, TX 75265-0205

CERTIFICATE OF SERVICE

§é-
This the ﬁ day of November, 2012.

o

RYAN L. MCGEHEE




Attachments to CAPD Response to TRA Data Request 1
of October 30, 2012




filed electronically in docket office on 09-07-07

IN THE TENNESSEE REGULATORY AUTHORITY
NASHVILLE, TENNESSEE

In re: Petition of Atmos Energy Corporation )
For Approval of a General Rate Increase ) Docket No. 07-00105

)

STIPULATION AS TO OPERATIONS AND MAINTENANCE EXPENSE,
TAXES OTHER THAN INCOME TAXES, ADJUSTMENTS TO NET OPERATING
INCOME, AND CERTAIN RATE BASE AND PROCEDURAL ITEMS

The Consumer Advocate Division of the Office of the Attorney General (“Consumer
Advocate™) and Atmos Energy Corporation (“Atmos”) hereby agree and stipulate to the following:
1. The partics agree and stipulate to the following Operations and Maintenance

(“O&M”) Expense for the Attrition Year Ending October 31, 2008:

Direct Labor and Benefits $ 3,553,627
Uncollectible Expense 183,013
Rate Case Expense 238,333
Other O&M E)Q:u:nse1 11,449,308
Total O&M Expense $ 15,424,281
2. The parties further stipulate and agree that Taxes Other Than Income Taxes for the

Attrition Year Ending October 31, 2008, is $7,010,799.
3. The parties further stipulate and agree to the following Adjustments to Net Operating
Income for the Attrition Year Ending October 31, 2008:
Accrued Interest on Customer Deposits 3 (401,369)

Allowance for Funds Used During Construction 199,216




Gain on Maryland Way Property 16,899
Leased Property Elimination 2,174,474
Depreciation Expense on Leased Property Elimination (238,584)
4. The partics further stipulate and agree to the following Rate Base items for the

Attrition Year Ending October 31, 2008:

ADDITIONS

-~ Utility Plant in Service $ 345,390,115
Construction Work in Progress 4,765,507
Materials and Supplies/Storage Gas 14,711,212

Net Elimination of Intercompany Leased Property . 6,944,605

i Unamortized Maryland Way Property Gain (7,162)
DEDUCTIONS
Customer Deposits . $ 6,689,490
Contributions and Advances in Aid of Construction 39,515
L Accumulated Deferred Income Tax 35,151,541
Accumulated Tnterest on Customer Deposits 847,005
5. The parties further stipulate and agree that issues involving funding for the Gas

Technology Institute (“GTT”) will not be litigated in this case and that the GTI testimony of cach
party is hereby withdrawn.

6. The parties further stipulate and agree that up to $25,000 in fees for Consurner
Advocate witmess Charles W. King will be included in the Rate Case Expense referenced in

paragraph 1.

! Includes employee benefits, allocated labor, and other expenses.




7. The parties further stipulate and agree that the information presented herein can be
entered into evidence in this case without objection.

8. The parties further stipulate and agree that each party will file updated exhibits to
reflect the financial impact of these stipulated figures on its testimony in this case.

5. The filing of this stipulation does not preclude the parties from engaging in additional
discussions for the purpose of attempting resolution of the remaining issues by agreement.

10. In reliance on this stipulation, Atmos will not file rebuttal testimony on the issues

stipulated herein. /7

/ .
e -~ /_)

FOR ATMOS E‘yzﬁcy CORPORATION:

A. Sgatf Ross, Esq. |
Neal & Harwell, PL
One Nashville Place, Shite 2000

150 Fourth Avenue North
Nashville, Tennessee 37219

FOR THE CONSUMER ADVOCATE AND PROTECTION DIVISION:

\/ VYA L YSM it

Vance L. Broemel, Esq.

Semor Counsel

Office of the Tennessee Attorney General & Reporter
Consumer Advocate and Protection Division

P.O. Box 20207

Nashville, Tennessee 37202-0207

Dated: September 5, 2007

#110687
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IN THE TENNESSEE REGULATORY AUTHORITY
AT NASHVILLE, TENNESSEE

IN RE:
PETITION OF ATMOS ENERGY

CORPORATION FOR APPROVAL
OF A GENERAL RATE INCREASE

DOCKET NO. 07-060105

et N et S’

SETTLEMENT AGREEMENT BETWEEN ATMOS ENERGY CORPORATION AND
THE CONSUMER ADVOCATE AND PROTECTION DIVISION

For the sole purpose of settling this case, Tennessee Regulatory Authority (“TRA™)
docket number 07-00105, Raobert E. Cooper, Ir., the Tenmessee Attommey General and Reporter,
through the Consumer Advocate and Protection Division (“Consumer Advocate™) and Atmos
Energy Corporation (“Atmos™), two of the four parties in this litigation, respectfully submit this
Settlement Agreement. The Atmos Intervention Group (“AIG”) and Stand Energy Corporation
(“Stand Energy”) are not parties to this Settlement Agreement. The Consumer Advocate and
Atmos (collectively, the “settling parties”) agree to the following:

l. Atmos 1s incorporated under the laws of the State of Texas and the
Commonweaith of Virginia and is engaged in the business of transporting, distributing and
selling natural gas in Bedford, Blount, Carter, Greene, Hamblen, Maury, Moore, Obion,
Rutherford, Sullivan and Williamson Counties within the State of Tennessee, with its principal
Tennessee office and place of business located at 810 Crescent Centre Drive, Suite 600,
Frankiin, Tennessee 37067-6226.

2. Atmos 1s a public utility pursuant to the laws of Tennessee, and its public utility
operations are subject to the jurisdiction of the TRA.

3. The Atmos Intervention Group 1s an informal group of customers who purchase

¢as and/or gas transportation services from Atmos i lennessee.




4, Stand Energy is an independent marketer of retail energy and a limited agent of
Harrison Consuruction, a customer of Atmos in Tennessee. in connection with natural gas
consumption and other pertinent items related to natural gas consumption.

5. On May 4, 2007, Atmos filed a petition for approval of adjustment of its rates and
revised tariff. In that filing Atmos sought an increase in its annual revenues of $11,055,188.

0. On May 11, 2007, the Consumer Advocate filed a petition to intervene, and on
May 24, 2007, the AIG filed a petition to intervene. By order dated May 31, 2007, both
interventions were granted. On June 29, 2007, Stand Energy filed a petition to intervene. By
order dated July 12, 2007, Stand Energy’s mtervention was granted.

7. The parties to this Settlement Agreement have engaged in substantial discovery
and have undertaken extensive discussions to resolve all known disputed issues in this case. As
a result of the information obtained during discovery and the discussions between the settling
partics, and for the purpose of avoiding further litigation and resolving this matter upon
acceptable terms, the settling parties have reached this Settlement Agreement. In furtherance of
this Settlement Agreement, the settling parties have agreed to the settlement terms set forth
helow.

8. Effective on or following November 4, 2007, rates will be implemented to
increase customer rates by 8.9%, which is designed to produce gross margins of $51,381,450.
The net increase in gross margins is projected to be $3,990,000.

9. Certain adjustments have been made to the amounts sought in the Petition filed by
Atmos, which 1n total reduce Atmos’s additional revenue requirements to $3,990,000. The
adjustments, which are quantified in Settlement Exhibit A, Schedule 2, inciude the following:

a. The adjustments set forth in the Stipulation as to Summary of Weather
Normalized Margin Revenue filed in this docket on Angust 21, 2007, which is incorporated
herein by reference;

b. The adjustments set forth 1n the Stipulation as to Operatons and

Maintenance Expense, Taxes Other Than Income Taxes, Adjustments to Net Operating Income,

(]




and Certain Rate Base and Procedural Items filed in this docket on September 7, 2007, which is

incorporated herein by reference;

16.
17.
18.

C. Depreciation Expense;

d. Income Taxes Expense;

€. Working Capital/Prepayments (Rate Base);
f. Accumulated Depreciation (Rate Base); and
g. Cost of Capital.

Rate base of $186,506,116.

Operating income at present rates of $12,541,052.
Required operating income of $14,976,441.
Operating income deficiency of $2,435,389.
Gross revenue conversion factor of 1.638342.
Revenue deficiency of $3,950,000.

Fair rate of return on equity of 10.48%.

Fair rate of retum on rate base of §.03%.

The agreed-upon capital structure for setting customer rates is described in

Settlement Exhibit A, Schedule 6.

19.

The agreed-apon depreciation rates for setting customer rates are described in

Settlement Exhibit B.

20.

The agreed-upon Main Extension policy of Atmos is described in the Main

Extension tariff set forth in Settlement Exhubit C.

2]

The agreed-upon rate design includes the following:

. The settling parties agree that the gross rate increase described in
paragraph 8 will be allocated equalty across the residential and public authority
and comumercial and industrial customer classes, as more particulariy set-forth in
Exhibit D.

. Atmos  withdraws, without prejudice. its proposed de-coupling

mechanism.




. Residential Class -- Monthly Customer Charge will be $13 dunng the
winter season {October through April) and $10 during the summer season (May

through September).
. Commercial Class — Monthly Customer Charge will be $27.50 year-round.

22. Atmos and the Consumer Advocate have not come to an agreement with AIG and
Stand Energy regarding the rate design for the commercial and industrial customer classes.
Issues regarding the rate design for the commercial and industrial customer classes, as well as
any other issues raised by AIG and Stand Energy, witl be litigated in this docket if the Authonity
50 directs.

23.  The agreed-upon revenue requirements are faiy and reasonable and will provide
Atmos with a reasonable opportunity to recover a fair rate of retum on Investment.

24, Atmos will replace at least 45,000 feet of Bare Steel and Cast Iron Pipe by
October 2008. 1n 2009-2017, Atmos will replace a total of at least 45,000 feet per year of Bare
Steel and Cast Iron Pipe. The agreed-upon amount of pipe Atmos will replace by December 31,
2017, will be a minimum of 450,000 feet.

25,  Atmos agrees to meet with the Consumer Advocate and work toward establishing
service metric reporting.

26.  The settling parties agree to litigate the issue regarding the matching of natural
gas sales to nutural gas deliveries raised in the pre-filed Testimony of Steve Brown on De-
Coupling Issues in the docket created by the TRA on August 20, 2007, to hear asset management
issues concerning Atmos (“asset management docket™),

27. The setthng parties agree to file a joint motion on or before October 15, 2007,
seeking a status conference for the purpose of establishing a procedural schedule in the asset
management docket.

28. This Settlement Agreement does not resolve the merits of the transportation 1ssues
raised in TRA docket number 07-00020, and 1t does not resolve the merits of the asset

management issucs raised in the asset management docket opened on August 20, 2007,




29. All prefiled testimony and exhibits of the settling parties other than the testimony
of Sieve Brown referenced in paragraph 26 above which shall be deemed to be filed in the asset
managercent docket, are introduced into evidence without objection, and the seitling parties
waive their right to cross-examine all witnesses with respect to all such prefiled testimony and
exhibits except as to issues pertaining to transportation and asset management, and except as to
the testimony of Steve Brown referenced in paragraph 26 above. If, however, questions should
be asked by any person, including a Director, who is not a party to this stipulation, the settling
parties may present testimony and exhibits to respond to such éuestions and may cross-examine
any witnesses with respect to such testimony and exhibits; provided, however, that such
testimony and cross-examination shall be truthful and not inconsistent with this Settlement
Agreement.

30.  The provisions of this Settlement Agreement are agreements reached in
compromise and solely for the purpose of settlement of this matter. They do not necessarily
reflect the positions asserted by any party, and no party to this Settlement Agreement waives the
right to assert any position in any future proceeding, in this or any other jurisdiction. None of the
stgnatories to this Settlerent Agreement shall be deemed to have acquiesced in any ratemaking
or procedural principle, including without limitation, any cost of service determination or cost
allocation or revenue-related methodology. This Settlement Agreement shall not have any
precedential effect in any future proceeding or be binding on any of the settling parties in this or
any other jurisdiction except to the limuted extent necessary to implement the provisions hereof.

31. The terms of the Settlement Agreemnent have resulted from extensive negotiations
between the signatories and the terms hereof are interdependent. If the TR A does not accept the
settlement in whole, the settling parties are not bound by any position set forth in this Settlement
Agreement. In the event that the TRA does not approve this Settlement Agreement, each of the
signatories to this Settlement Agreement will retain the night to terminate this Settlement
Agreement. [n the event of such action by the TRA, within ten (10) business days, any of the
signatories 1o this Settlement Agreement would be entitled to give notice of exercising its right to

terminate this Settlement Agreement; provided, however, that the signatonies to this Settlement
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Agreement could, by unanimous consent, elect to modify this Settlement Agreement to address
amy moditication required by, or issues raised by, the TRA. Should this Settlement Agreement
terminate, it would be considered void and have no binding precedential effect, and the
signatories to this Settlement Agreement would reserve their rights to fully participate in all
relevant proceedings notwithstanding their agreement to the terms of this Settlement Agreement.

¢h

This theléday of September, 2007.

FOR ATMOS ENERGY CORPORATION

U stiion ] S
William T. Ramsey, Esq. !
A Scott Ross, Esq.

NEAL & HARWELL
(615) 244-1713




FOR THE CONSUMER ADVOCATE AND PROTECTION DIVISION

0 L A

Robert E. Cooper, it/ <
Attommey General and Reporter \\i

\éu}m L (gwf’mw(

Vance L. Broemel

Senior Counsel

OFFICE OF THE ATTORNEY GENERAL
Consumer Advocate and Protection Division
(615) 741-8722




CERTIFICATE OF SERVICE

| hereby certify that a true and correct copy of the foregoing was served via U.S. Mail or

electronic mail to:

Patricia Childers

Vice President, Rates & Regulatory Affaixs
Mid-States Division

Atmos Energy Corporation

210 Crescent Centre Drive, Suite 600
Franklin, Tennessee 37067-6226

Douglas C. Walther

Associate General Counsel
Atmos Energy Corporation
5430 LBJ Freeway, Suite 1800
Dalias, Texas 75240

William T. Ramsey

A. Scott Ross

Neal & Harwell, PLC

One Nashwville Place, Suite 2000
150 Fourth Avenue North
Nashville, Tennessee 37219

Henry M. Walker

Boult Cummings Conners & Berry, PLC
1600 Division Street, Suite 700

P.O. Box 340025

Nashville, Tennessee 37203

D. Billye Sanders
Waller, Lansden, Dortch & Davis, LLP

511 Union Street, Suite 2700
Nashville, Tenmessee 37219

A
this the day of September, 2007,

FlEEIS4

\/@’VW /« | Jg”w’%ﬂ//

Vance L. Broemel
Senior Counsel
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Aimos Energy Corporation
Index to Schedules
For the Twelve Months Ended October 31, 2008

Docket No. 07-00105
Seitlement Exhibit

Schedule No.

Revenue Deficiency (Surpius)

Rate Base

Income Statement at Current Rates
Excise and Income Taxes

Revenue Conversian Factor

Cost of Capital

ndex




Line

No.

w

Atmos Energy Corporation
Revenue Deficiency (Surpius)

For the Twelve Months Ended October 31, 2008

Rate Base

Operating Inccme at Present Rates

Earned Rate of Return (L. 2 /L 1)

Fair Rate of Retum

Required Operating Income (L 1 x L 4)

Cperating lnéome Deficiency {Surplus) (L5-L 2)
Gross Revenue Conversicn Factor

Revenue Deficiency (Surplus)

A/ Schedule 2, Line 14.

B/ Schedule 3, Une 15.

C/ Schedule §, Line 5,

DI Schedule 7, Ling 10,

E/ Atrmos Direct Testimony, THP work papers.

Docket No. 07-0010%

Setflement Exhibit

Schedule 1

Settlement Company msiessy  Difference
186,506,116 A/ 188,820,055 2,413,939
12,541,052 w/ 5,981,734 {2,559,318)
8.72% 5.28% -1.44%
8.03% cr 8.84% 0.81%
14,978,441 16,700,533 1,724,052
2,435,388 6,718,799 4,283,410
1.638342 v 1.545410 0.007068
3,990,000 11,055,188 7,065,187




Line

~S DA N =

10
11
12
13

14

Atmos Energy Corporation

Rate Base

For the Twelve Months Ended October 31, 2008

Utility Plant in Service

Construction Work in Progress

Materials and Supplies / Storage Gas

Working Capital/Prepayments/Deferred Rate Case
Net Elimination of Intercompany Leased Property
Unamortized Maryland Way Gain

Total Additions

Deducticns:

Accumulated Depreciation

Customer Beposits

Centributions and Advances in Aid of Canstriiction
Accumulated Deferred Tax-Accel. Depreciation
Accrued interest on Customer Oeposits

Total Deductions

Rate Base

Af See sipulalion betwesn Atmes and tha CAPD.
B/ Atmos Diract Testimony, Schedule THP-7, work papers.

Daocket No. 07-00105

Settlement Exhibit

Schedule 2
AL B

Setflement Company ias fieq) Difference
345,304,115 344739686 650,435
4,765,507 5 542,464 {876,084
14,711,212 17,057,784 (2,348,572)
5,242 272 6,058,834 (816,562)

6,544 605 £.944 605 -

(7,162 {7.162) -
377,046,549 380.436.232 (3.389.683)
147,812,882 148,907,313 (1,094.431)
6,889,490 7,058,536 (369,046)
39,515 37.485 2,030
35,151,541 34 854 531 286,980
847,005 658,262 188,743
190,540,433 191,518,177 (975,744)
186,506,116 188,920,055 (2,413,939)




Docket No. 07-00105
Settlement Exhibit

Schedule 3
tmos Energy Corporation .
Income Statement at Current Rates .
For the Twelve Months Ended October 31, 2008
Line

Nao. Settlement Company ies fiec) £/ Difference
9 Revenues - Sales, forfeited discounts & other 173,055,354 &/ 181 ,392,416 (8,337,022)
2 Cost of Gas (includes Barnsley Storage costs) 127,306,422 B/ 136,629 859 {9,323.437)
3 Gross margin on sales and service 45748872 A 44 762 557 686,415
4 AFUDC 199218 </ 217049 {(17,833)
5 Operating Margin 45948 188 44 979,606 968.582
§  Otner Operation and Maintenance 15,424 281 < 16,105,669 (681,288
7 interest on Customer Deposits 401,369 ¢/ 423 512 {22,143}
8 Depreciation and Amortization Exp. 8,652,288 ¢/ 10,652,283 {2,060,C00)
9 Taxes Other Than income 7,010,799 </ 7,010,933 {134)
10 State Excise Tax 654,617 i 447 225 207,352
11 Federal Income Tax 23,216.570 o/ 2,251,607 964,954
12 Total Operating Expense 36.359.925 26.891,234 (1.531.309)
13 Net Qperating Income for Return 10,538,263 8,088,372 2,498 891
14 Plus amortization-Gain on Maryland Farms 18.869 o 15,856 -
15 Plus adjustments 1,935,800 ¢f 1,578,482 59427
16 Adjusted Net Operating Income 12,541,052 9,581,734 2.559.318

A 347 2G1.450 per price out in supulation less §1,842 478 {o reflect restatement of gas cosis due (o Barnsiey Sicrage adjusimernt

B/ Pear Ucdaied Peiersen Scrhiedule THP-3 as adjusied {or volume changes and prices through May 2007, Ravenues = CGG {line 2) -
C/ See stipuletion between Awncs and the CAPD.

D/ Screcule 4, Lires 12 and 20.

E/ Ammos Cirect Tastimony, THE work pagers.
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Atmos Energy Carporation
Excise and Income Taxas
For the Twelve Months Ended October 31, 2008

Docket No. 07-00105
Settlement Exhibit
Schedule 4

Settlement Company ias fied)  E/

Operating Margin 45 948 188 A/ 44 975,606
Other Operation and Maintenance 13,471,492 < 14,212,307
Depreciation and Amortization Expense 8,652,288 A/ 10,652,288
Taxes Other Than Income 7.010799 &/ 7,010,933
NO| Before Excise and Income Taxes 16,813,609 13,104,078

less Interest on Customer Deposiis 401,369 A/ 423 512

less Interest Expense 5.341 208 a/ 5,800,179
Pre-tax Book Income 10,071,032 5,880,387
Schedule M Adjustments - -
Excise Taxable Income 10,071,032 6,880,387
Excise Tax Rate 6.50% 5.50%
Excise Tax 654617 447 225
Pre-tax Beok Income 10,071,032 £,880,387
Excise Tax 654,617 447 2725
Schedule M Adjustments - o
FIT Taxable Income 9,416,415 5433,162
FIT Rate 35 00% 35.00%
Subtotal FIT 3,295,745 2,251 607
Less: ITC Amortization 79175 of -
Federal Income Tax Expense 2216570 2,251,607

AJ Schedule 3, Lines 5, 8,9, 7.
B/ Rate Sase * Weighted Cost of Debt

{Schedule 2, Line 15 * {Schedule 5 Line 1 + Line 2 + Line 3]},

C/ Scnedule 3, line 8. less lines 14 and 13,
0 OF #67.
£/ Atmos Direct Tastimony, THF work papers.




Docket Ng. 07-00105
Settlement Exhibit
Schedule 5
Atmos Energy Corporation
Revenue Conversion Factor
For the Twelve Months Ended October 31, 2008

Line

No. Amount Balance
1 Operating Revenues 1.0C0000
2  Add: Forfeited Discounts 0.008350 A/ 0.008350
3 Balance 1.008350
4 Uncollectible Ratio _ 0.004000 s/ 0.004034
5 Balance 1.004316
6 State Excise Tax 0.C6506C < 0.065281
7 Balance 0.935035
8 Federal Income Tax - 0.350000 ¢/ _ 0.328662
e Baiance ‘ 0.810373
10 Revenue Conversion Factor {1/ Line 9) 1.638342

A/ Ferfeited discounts on gross revenues = forfeited ciscounts / gross revenues {excluding forfeited discounts)

1433555 173,055,394 - 1,433,013 0.008350
B/ Uncollectible expenses on base ravenues 183.013 45,743,872 {base ravenues) = 0.004000
Ci Statutory rzie




Atmos Energy Corporation

Cost of Capital

Cocket No. 07-00105
Settlement Exhibit
Schedute 6

Line Weighted
No. Ratio Cost Cost
1 Short Term Debt 3.00% 6.00% C.18%
2 Long Term Debt 52.80% 6.10% 3.22%
3 Preferred Stock 0.00% 0.00% 0.00%
4 Stockholder's Equity 44 20% 10.48% 4.63%
5 Total 100.00%

8.03%




- Exhibit B




Account

390.09
391.¢0
391.02
391.03
392.00
393.00
394.00
397.00
398.00
399.00
399.01
399.02
359.03
399,04
399.05
399.06
395.07
399,08
359.09
39924

ATMOS ENERGY CORPORATION - SHARED SERVICES.
Proposed Seifiemeni Depreciation Rates

Description

GENERAL PLANT
Improvements (o Leased Premises
Office Furniture and Eguipment
Remittance Processing Equipment
Office Machines
Transportation Equipment
Stores Equipment

Tools, Shop and Garage Eqguip.
Communication Equipment
Miscellanecus Equipment
Other Tangible Property
Servers Hardware

Servers Software

Network Hardware

Ccpu

Mainframe Hardware

PC Hardware

PC Software

Appiication Scfiware
Mainframe Scftware

General Startup Cosis

Mortality Characteristics

Depreciation Rates

fowa Gross Cost of Net Life COR  Tetal

ASL Curve  Salvage Removal Salvage Raie Rate Rate
12 54 0.00% 0.00% 0.00% 9.10% 0.00% 9.10%
25 R4 0.00% 0.00% 0.00% 2143% 0.00% 2.13%
Fully Depraciated - Use functional rate for new assets 10.32% 0.00% 10.32%
Fully Depreciated - Use funcitional rate far new assats 10.32% 0.00% 10.32%
Fully Qepreciated - Use functicnal rate for new assetis 10.32% C.00% 10.32%
Use functional rate for new assets 10.32% 0.00% 10.32%
Fully Depreciated - Use functicnal rate for new assets 10.32% 0.00% 10.32%
12 S5 0.00% 0.00% 0.00% 8.45% 0.00% 8.45%
15 S3 5.00% 0.00% 5.00% £8.15% 0.00% &8.15%
7 R5 0.00% 0.00% 0.00% 4.66% 0.00% 4.66%
10 50 0.00% 0.00% 0.00% 5.95% 0.00% .6.95%
30 5Q 0.00% 0.00% 0.00% 4.00% 0.00% 4.00%
10 SO 0.60% 0.00% 0.00% 6.30% 000% 9.30%
Fully Depraciated - Use functional rate for new assets 10.32%  0.00% 10.32%
Fully Degreciatad - Use functional rate for new assets 10.32% 0.00% 10.32%
7 51 0.00% 0.00% 0.00% 14.36% 0.00% 14.86%
8.5 RE 0.00% 0.00% 0.00% 9.02% 0.00% 9.02%
10 53 0.00% 0.00% 0.00% 11.11% .0.00% 11.11%
Fully Depraciaied - Use funclicnal rate for new assats 10.32% 0.00% 10.32%
10 S5GQ 0.00% 0.00% . 0.00% 1588% 0.00% 15.89%




Account

302.00

385.10
385.20
366.00
367.01
369.00

374.00
374.02
375.00
376.00
376.01
375.02
378.00
379.0¢
380.0¢
381.006
282.00
383.00
385.0¢

T 389.00

390.00¢
390.03
390,09
391.00
392.00
393.00
394,00
396.00
396.03
356.04
386.05
397.00
397.01
297 .02
397.05
398.00
389,00
399.01
399.06
390,07

ATMOS ENERGY CORPORATION - TENNESSEE PROPERTY
Froposed Settement Depreciation Rates .

Mortality Characteristics

Depreciation Rates

iowa Gross,  Costof - Net
Description ASL Curve - Salvage Removal Salvage

INTANGIBLE PLANT
Franchises & Consents - - - - -
TRANSMISSION PLANT
Land - - - - -
Rights of Way 65.0 RS 0.00% 0.00% 0.00%
Structures and Improvements 30.0 5Q 0.00% 0.00% 0.00%
Mains - Steel 55.0 54 C.00% 35.00%  -35.00%
M&R Station Equipment 40.0 R2 0.00% 5.00% -5.00%
DISTRIBUTION PLANT
iand and Land Rights - - - - -
Land Rights 65.0 R& 0.00% 0.00% 0.60%
Structures and lrnprovements 45.0 R5 0.00% 0.00% 0.00%
Mains - Cathodic Protection 55.0 S4 0.00% 25.00% -25.00%
Mains - Steel 55.0 54 0.00% 2500% -25.00%
Mains - Plastic 55.0 S4 0.00%  2500% -25.00%
M&R Slation Equipment - Gen 40.0 R2 G.00% 5.00%  -5.00%
Cily Gate Equipment 40.0 R2 6.00% 5.00%  -5.00%
Services 48.0 RO.5 0.00%  20.00% -20.00%
Meters 36.0 R2.5 T 0.00% 41.00% -41.00%
Meter Installations 40.0 R1 0.00% 41.00% -41.00%
House Regulators 40.0 R3 0.00% 0.00% 0.00%
Industrial M&R Eguipment 40.0 Rz G.00% 500%  -5.00%
GENERAL PLANT
Land and Land Rights - - - - -
Struclures and improvements 40.0 R3 5.00% 5.00% G.00%
improvements 40,0 R3 5.00% 5.00% 0.00%
Improvements to Leased Premises _ 400 R3 5.00% 5.00% 0.00%
Office Furniture and Equipmeant 20.0 S6 0.00% 0.00% 0.00%
Transportation Equipment Fully Depraciated - Use functional rate for new assels
Stores Equipment 35.0 R 0.00% 0.00% 0.00%
Tools, Shop and Garage Equip. 20.0 Lt G.00% 0.00% 0.00%
Power Gperated Equipment i0.0 S5 Q.00% 0.00% 0.00%
Gitchers 10.¢ S5 0.60% 0.00% 0.00%
Backhoes 10.0 S5 0.00% 0.00% C.00%
Welders 10.0 35 0.00% 0.00% C.00%
Communication Equipment 16.0 56 0.00% 0.00% 0.00%
Mobile Radios 15.0 S6 0.00% 0.00% 0.00%
Fixed Radios 15.0 56 0.00% 0.00% 0.00%
Telemetering 15.0 56 0.00% 0.00% 0.00%
Miscellaneous Equipment 10.0 53 0.00% G.00% 0.00%
Other Tangible Property 6.0 S6 0.00% 0.00% 0.00%
Servers Hardware 6.0 36 0.00% 0.00% 0.00%
PC Hardware 6.0 58 0.50% 0.00% 0.00%

0.00%

PC Software 8.0 S6 0.00% 0.00%

Life
Rate

0.00%

0.00%
1.47%
2.47%
2.08%
2.72%

0.00%
0.48%
1.55%
54%
54%
1.54%
1.58%
2.30%
1.55%
2.86%
2.00%
1.82%

2.36%

[Ty

0.00%
1.76%
1.76%
1.76%
6.36%
10.38%
1.59%
9.65%
37.47%
37.47%
37.47%
37.47%
C77%
Q77%
9.778%
9.77%
11.654%
12.89%
12.69%
12.69%
12.59%

COR
Rate

0.00%

0.00%
0.00%
0.00%
0.64%
0.13%

0.00%
0.00%
0.60%
0.45%
0.45%
0.45%
0.13%
0.13%
0.42%
1.14%
1.03%
0.00%
0.13%

0.00%
0.13%
0.13%
0.13%
0.00%
0.00%
3.00%
0.00%
0.00%
0.00%
0.00%
0.00%
2.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%

Total
Raie

0.00%

0.00%
1.47%
2.47%
2.72%
2.85%

0.00%
0.48%
1.55%
1.99%
1.99%
1.89%
1.81%
2.43%
2.0%%
4.00%
3.03%
1.62%
2.49%

0.00%
1.89%
1.89%
1.89%
6.36%

10.38%
1.59%
2.59%

37.47%

37.47%

37.47%

37.47%
9.77%
9.77%
977%
9.77%

11.54%

12.69%

12.55%
2.59%

12.89%
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T.R.A No.l
3rd Revised Sheet No. 62

ATMOS ENERGY CORPORATION .- Cancelling 2nd Sheet No. 62

GENERAL RULES AND REGULATIONS (Corzinued)

(m o the evene of stoppage or falure of any meter o rezster properly, Customer
wiil be billad for qm,h peﬁod on an estinated copsumption based upon his use

of gas in a simiiar period of like use or on the basis of check meter readings, if
c.‘.'a.u.xlble afld sccura te, out such adjustment shatl not be made for more than six
months.

(g} In the event of ampenag or unauthonzed use of Company's facilities, the
orobable gas Lonbdwpuon stizll be estimated by Company and billed w
Customier. [f the duration of such ampering or urauthorizad use is not known,
it siall be conciusively presumed to be since the commencement of Customer's
service but for a period of not more than st monins.

(d) Al propertv of Com'pany mstalied in or upon premises of, or occupied by

(Amorﬂcr is under Customer's prOt\_CC‘;OB All reasonabie care shall be exercised

by Customer o prevent ioss of or damage o such property, ordinary wear and
tear excepied. Custemer will be lizble for 2nv joss of property or damage
thereto and shall pavio C ompany the cost of appropriate repairs or '
repiacements 1ot such loss or damage to property.

Fxtension and Installation of Company Facihines

This Company wili, upon written apolication, will instail zas mams, service lines, and maters
10 serve bona fide appm,am:; of a permanent and established character in accordance with the
following provisions of these Setvice Regulation. Gas main sxtensions shail be mads only
along public strests, roads or iighways and upon private property across which satisfactory
';h{a of way or casements kave pesn provided without cost 1o the Cumpm\f All gas mains
construcied pursuant to this service re JulaLor‘ stall be owned, operated, and maintained by
the Company.

71 Main Exzernsions

Any exiension {from €Gsmng mains © the point of connecilon with Customer's service

Lne, whether on public property or on private property, is considered to be an

extension of a maln. Aoy exignsion, Tom existung mains or Fom an axiension of

main as cefined above, o Custorner’s propeny fur service te Customer shall be
constdered a part of the service line to service suck Customer.

Issued by:

Date Issued:

Pamricia J. Chiiders. VP Rares and Regulatory Afinirs Eilective Dare:
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ATHMOS ENERGY CORPORATION

T.R.A. No. 1
3rd Revised Sheet No..63
Capeelling 2nd Sheet No. 63

GENTERAL RULES AND REGULATIONS (Continued)

The Company wiil nsali ali ma s necessary 1o serve the cus omerl\) of charge,
providad the revenue expectad 1o be rea alized produces a raiz of retur on thu mvestment
ant is equal to or greater than h“ minimum zllowed rate of return on eq_un} approved I
rhe Company’ s most recenl rate case. This rare of retum ahalv stz wili be hased.on a
feasibility smpy performed by the COmpany. This study wall meiude consideration of all

costs nesded to provide sarvice (marerials, company and/ or contract labor, overheads, and;

appiicable taxes). These costs will be compared 1o the revenue thar is either contractad for
or can be rausonably ﬂxpectﬂd to be generated by the customers served by the axtension.
Should this ;m:ll w518 result in a rate of retum (RO’-} e53 than the minimum allowed rawe of
renum approved i the Company’s most recent rate case, then the customer(s} may be
required to retnut 1o the company an Ard-im-Comnstrucrion { ALD), including any applicable
taxes, to make up the differsnce in the acnial and allowable raie of rerum.

G LJ.\—'
The Company may, at 1ts soie discretion. choose to waive sayment for AIC when

system improvements are raalized by the extension or when the extension would
enhance the opportunity of adding new customers in the Qubure.

p—

1

2. Indivigual cu 5tomr,r: may elect to spread the payment of any reguired AlC up 1o,
i but not to exczed, a uee year peried at no intersst provided that the Customer shall
enter into a "Main ExLL n Contrac:” and aiso aLbJe.,t o the followmy conditions:
i
| 2. The Company shail approve the Customer's credit orior to the stzning of the
i "Nain Exiension Contract”™
i
! b. Default} oy the Lmee unider the terms of the "Man Exis TSIOn Coniract may
| resuitin di :uon tinuance of service as per the current previsions of Section 3 of
! these Gerera! Rules and Ragulations.
! c. lfaCusi ance] o7 to pe_arruu of the wial AIC rzquired, the
) i hak all The Compuny ma)
! ¢ batance due under
| G Inno case wi_'- ¥ bulid without cost  the applizent mores service
,
line than s © ch the acceplable meter location by the most
SCONOTLCE rcut—:.
Issued by Parricin J. Childers. ¥P Rartes and Regulatory Affairs Eliective Date:

Dare Issued:

i
‘
I
[
I



ATVOS ENERGY CORPORATION

T.R.A. No.
3rd Revised SheerNo. 64
Cancelling 2nd Sheet No. 64

-

SENERAL RULES aND REGULATIONS {Continued)

7.2 Extensions Bevond the allowance caleulatad in the feasibilioy snalvsis - Residennal

and Commercial

I. Upon completion ot “a maln extension contract the Company will extend 1ts mains to a
Customer provided the Customer deposits any AIC which may be due as determined
m Section 7.1,

2. As additonal Customers are served through a service line connected directly to the
specifically invoived mam extension wi ithin fve {3} vears of its completion date, the
ongmal i.ubromer(b) shail be refunded #n amount determined as follows:

1 The contract with the origimal Customeris) shall set forth the estimated cost per
! foot for a normal 2 mch oolvethylene main exXtension.
i
b. The Company will estrmate the annual gas consumption (Mcf) of each naw
Customer added to the main extension.
; ¢, The refund shail be determined by the following formuls: |
i
Refund = the estimarted cost per foot from (a) times the sstimated annual gas .'
consumapuon (Mcl) for the new Customer. }
d. The refund to the original Costomer(s) shail not excesd the amount ot the oniginal !
construction charge depeosited with the Company.
| 2. No mizrest shall be paid on the AIC made bv the cusiomer.
f. The refurd(s) due, if any, o the origimal Customer(s) will be calculated and paid
on June istor cvel;' vear. Refurds wﬂl 001 be made any other time.
g Ifthe Company nas allowed the Customer 0 pav the AIC over a period of time iz
accordance with Section 7.2(4), all refunds a.tu.lo“abi € [0 [ coTmecting of new
Customers to the speuln,aﬂ‘v mvolved main extension wiki be credited to any i
gustanding balance owed for the exiension.
i
|
1 H
Issued by:  Pacricia J. Childers. ¥P Rares and Regulatory Afairs Effecrive Dare:

Dare Issued:




ATMOS ENERGY CORPORATION

T.R.A. Na. 1
3rd Revised Sheei No. 65
Cancelling 2nd Sheet No. 65

GENERAL RULES AND REGULATIONS (Confinued)

3. Edividual residennal customers may elect (o spread the pevment of the AlC over a
period not o excesd three years at no interest proviced that the Customer shall enter
f into 2 Main Extension Contract and aiso subject o the following condincns:
a. The Company shail approve the Customer's credit prior to the signing of the main
SXI2Ns100 CONIract.
b. Default by the Cusiomer under the terms of the Main Extension Coniract may
result in disconunuance of service as per the carrent  provisions of Section 5 of
rhese General Ruies and Regulanons.
¢, If a Customer cancels service pnior o payment of the toral AIC the unpald
, palance shall hecome due and pavable immmediately.
d. The Company may use any deposit or cradiz owed to the Customer o offsar
the balance due under the Main Extansion Contract.
¢, Refunds due the Customer under section 7.2 (3) shall be creditad to the
outstanding ican balance.
1. In additier o all other or these Service Regulauons the {ollowing shall also apply to
Mobile Home Parks:
a. For the purpese of these regulatuons, a Mobile Home Park s defined as anvy tract or
parcel of land usec primarily o provide sites for the parking and occupancy of
Mobile Homes. A Mobile Home 15 detined as a portable structurs built so as © be
readiiy ransportable from one location fo anether, and which is usabie as a
dweliing for one or more persons, herein referred o as Viobile Home Occupants. |
Anv parsomn. Hmm oT corporanon who operates a Mobiie Home Park as a 1
comunercial venmirs shall be referred 10 as a Mobile Home Park Qwner.
|
i
|
|
i :
Issued by: Pamricia J. Childers. VP Rates and Reguintory Affairs Eifecrive Date:

Dare Tssuved:




ATVMOS ENERGY CORPORATION

TR.A. No. 1
3rd Revised Sheet No. 66
Cancelling 2nd Sheet No. 66

GENERAL RULES AND REGULATIONS {Continued)

Any Mobile Home Park Owner desiring gas service within a Mobile Home Park
shall enter into a contract with the Comnanu' for a minimum peniod of five (3)
vears for service om Company's distripuiion mairs [o a specified oumber of
Mobiie Home sites. Mobile Home Park Owner agraes to pay the Company gach
month, commencing with a dafe specified in the contract and 2ach menth
thereaiter for the term of the contract, an amount specified as the customer charge
under the provisions of Company's Rymdenuc.i Rate Schedule 210, as filed with
the Tennessee Regulatory Authorizy, for 70% of the number of specified Mobile
Home sites less e number of sites occupiad by Mobile Home Occupants who
wera custormers of, and who were billed for gas service by, the Company dunng
uch monin.

After execution of a contract for gas service 1o a \Loo Ue Home Park, the Company
w1l constrie? the required exiension of distnoution facilities to serve the number
0t sites bPECU‘\Jh n Lih contract providad that the !:oml tree length allowance fot
mains and services shall be calculated as per the provisicns of  Paragraph No. 7.
For mains and ssrvices exceading the fTss isnglh allowance the Moblie Home Park
Owrer will be required to denoyt a Refundable Advance as ner the provisions of
Paragraph No. 7.

Issued bv:

Date Isyued:

Parriciz J. Childers. ¥'P Rates and Regulatory Aifairs Eifecove Dare:
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BEFORE THE TENNESSEE REGULATORY AUTHORITY

NASHVILLE, TENNESSEE
April 23, 2008
IN RE: )
) ‘DOCKET NO.
PETITION OF ATMOS ENERGY CORPORATION ) 07-00105
FOR APPROVAL OF ADJUSTMENT OF ITS RATES )
AND REVISED TARIFF )

ORDER APPROVING SETTLEMENT AGREEMENT AND RATE DESIGN

This matter came before Chairman Eddie Robersen, Director Pat Miller, and Director
Sara Kyle of the Tennessee Regulatory Authority (“Authority” or “TRA”), the voting panel
assigned to this ;:locket, at hearings held on October 8, 2007, October 22, 2007, and November 6,
2007 for consid:aration of the Petition of Atmos Energy Corporation for Approval of Adjustment
of Its Rates and Revised T ariff (“Petition”’) filed by Atmos Energy Corporation (*“Atmos” or
“Company™).

I. TRAVEL OF THE CASE

On May 4, 2007, Atmos filed its Petition in which the Company seeks approval by the
Authority “for an adjustment of its rates and charges for natural gas service for the purpose of
obtaining a general increase in its rates and for the Authority to place into effect revised tariffs.”
Along with the Petition, Atmos filed the direct testimony of Mr. James C. Cagle, Ms. Patricia
Childers, Mr. Robert R. Cook, Jr., Mr. Ronald B. Edelstein, Mr. John R. Ellerman, Mr. Michael
H. Ellis, Mr. Chris Hutzler, Mr. Daniel M. Meziere, Dr. Donald A. Murry, Mr. John Paris, Mr.

Thomas H. Petersen, Mr. Donald S, Roff, Ms, Laurie M. Sherwood, Mr. Gary L. Smith, and Mr.

! Petition, p. 1 (May 4, 2007).




Gregory K. Waller. At a regularly scheduled Authority Conference on May 15, 2007, the panel
assigned to this docket appointed Director Eddie Roberson as Hearing Officer for the purposes of
preparing this matter for hearing, including hearing preliminary matters and establishing a
procedural schedule to completion.

On May 31, 2007, the Hearing Officer issued Order Granting Petitions to Intervene,
Permitting Additional Discovery Requests, Establishing Procedural Schedule and Suspending
Tariffs. As reflected in that Order, the Consumer Advocate and Protection Division of the Office
of the Attorney General of Tennessee (“Consumer Advocate”) and Atmos Intervention Group
(“AIG”) sought and were granted intervention in this docket.

On June 26, 2007, the Consumer Advocate filed with the Authority a Motion to
Consolidate (“"Motion”} in which it sought the consolidation of the instant case with two other
cases initiated by Atmos, Docket No. 07-00020” and Docket No. 07-00081.° The panel denied
the Motion at its regularly scheduled Authority Conference held on July 9, 2007. In an order
dated July 12, 2007, the Hearing Officer granted the petition to intervene of Stand Energy
Corporation (“Stand”) which had been filed on June 29, 2007.

Following discovery in the form of interrogatories and requests for production of
documents, the intervening parties submitted their pre-filed direct testimony. The Consumer
Advocate filed the direct testimony of Dr. Steve N. Brown, Mr. Michael D. Chrysler, Mr. Terry
Buckner, and Mr. Charles W. King. AIG filed the direct testimony of Mr, William H. Novak,
and Stand filed the direct testimony of Mr. John M. Dosker. Atmos later filed the rebuttal

tes’tiniony of Mr, Danny P. Bertotti, Ms. Patricia Childers, Mr. Christopher Forsyth, Dr. Donald

2 See In re: Tariff Filing to Modify and Add Language Regarding Transportation Service, Docket No. 07-00020.
3See In re: Petition of Atmos Energy Corporation for Approval of Tariff Establishing Environmental Cost Recovery
Rider, Docket No. 07-00081.




A. Murry, Mr. Thomas H. Petersen, Mr. Donald S. Roff, Ms. Laurie M. Sherwood, and Mr.
Gary L. Smith.

On September 13, 2007, the Hearing Officer issued his Order Severing ihe
Transportation Tariff and Asset Management Issues in light of action taken by the Authority to
open separate dockets to address the transportation tariff and asset management issues,
respectively, On September 18, 2007, Stand and AIG filed a Motion for Reconsideration of
Order Severing the Transporitation Tariff and Asset Management Issues (“Motion for
Reconsideration”).  On September 21, 2007, Stand and AIG filed a Joint Motion for
Supplemental Discovery Relating to Rate Design (“Joint Motion”). The Hearing Officer
considered the motions at a Pre-Hearing Conference convened on September 27, 2007. On
October 1, 2007, the Hearing Officer issued two separate orders denying both the Motion for
Reconsideration and the Joint Motion.

On September 26, 2007, the Consumer Advocate and Atmos filed a proposed Settlement
Agreement Between Atmos Energy Corporation and the Consumer Advocate and Protection
Division (“Settlement Agreement”). On September 28, 2007, the Hearing Officer filed a Notice
of Rescheduling of Hearing in which the hearing on the merits was re-scheduled from its oﬁg{nal
commencement date of October 3, 2007 to October 8, 2007.

On October 4, 2007, AIG filed a Motion to File Supplemental Exhibil. On October 53,
2007, Atmos filed a response objecting to AIG’s request, and AIG filed its reply to Atmos’
response on the same day. Also, on October 5, 2007, the Hearing Officer filed a Notice of Pre-
Hearing Conference notifying the parties that AIG’s Motion to File Supplemenfal Exhibit and

any other pending matters would be taken up at a Pre-Hearing conference on October 8, 2007.




At the Pre-Hearing Conference on October 8, 2007, the Hearing Officer granted AIG’s
Motion to File Supplemental Exhibit. Further, pending the approval of the Settlement Agreement
by the voting panel of Directors, the Hearing Officer found that the Hearing on the rate design
portion of the case should proceed as scheduled. Additionally, the Hearing would reconvene and
continue on October 22, 2007 after Atmos had been given an opportunity to prepare and sebmit
supplemental rebuttal testimony.

IN. THE HEARING, APPEARANCES, AND POST-HEARING FILINGS

The Hearing in this matter was held before the voting panel on October 8, 2007 and on
October 22, 2007. Participating in the Hearing were the following parties and their respective
counsel:

Atmos Energy Corporation — William T. Ramsey, Esq. and A. Scott Ross, Esq., Neal &
Harwell, PLC, 2000 One¢ Nashville Place, 150 Fourth Avenue North, Nashville, TN
37219, Patricia J. Childers, Vice President of Rates and Regulatory Affairs of the
Kentucky/Mid-States Division of Atmos Energy Corporation and Gregory K. Waller,
Vice President of Finance of the Kentucky/Mid-States Division of Atmos Energy
Corporation, 810 Crescent Centre Drive, Suite 600, Franklin, TN 37067.

Consumer Advocate and Protection Division - Vance Broemel, Esq., Joe Shirley, Esq.,
and Timothy Phillips Office of the Attorney General, 425 5™ Ave. N, John Sevier
Building, P.O. Box 20207, Nashville, TN 37202.

Atmos Intervention Group - Henry M. Walker, Esq., Boult, Cummings, Conners &
Berry, PLC, 1600 Division Street, Suite 700, P.O. Box 340025, Nashville, TN 37203.

Stand Energy Corporation — D. Billye Sanders, Esq., Waller Lansden Dortch and Davis,
511 Union Street, Suite 2700, Nashville, TN 37219,

Atmos filed the supplemental rebuttal testimony of Mr. Danny P. Beriotti and Ms.
Patricia Childers on October 17, 2007, and the parties filed post hearing briefs on October 29,

2007.




IIL.  FINDINGS AND CONCLUSIONS

A. Proposed Settlement Agreement

The proposed Settlement Agreement, filed on September 26, 2007 by Atmos and the

Consumer Advocate, included, among other provisions, the following:

1.

e AT R

11.

12.

13.

Effective on or following November 4, 2007, rates will be implemented to
increase customer rates by 8.9%, which is designed to produce gross margins of
$51,381,450. The net increase in gross margins is projected to be $3,990,000.

Certain adjustments have been made to the amounts sought in the Petition filed by
Atmos which in total reduce Atmos’ additional revenue requirement to
$3,990,000. '

Atmos’ rate base is $186,506,116.

Atmos’ operating income at present rates is $12,541,052.
Atmos’ required operating income is $14,976,441.
Atmos’ operating income deficiency is $2,435,389.

Aimos’ gross revenue conversion factor is 1.638342.
Atmos’ revenue deficiency is $3,990,000.
Atmos’ fair rate of return on equity is 10.48%.

Atmos’ fair rate of return on rate base is 8.03%.

The appropriate capital structure for setting rates is described in Settlement

- Agreement Exhibit A, Schedule 6.

Atmos and the Consumer Advocate have agreed to certain aspects of rate design
as set out in Paragraph 21 of the Settlement Agreement. However, they have not
come to agreement with AIG and Stand regarding the rate design for the
commercial and industrial customer classes. Issues regarding the rate design for
the commercial and industrial customer classes, as well as any other issues raised
by AIG and Stand will be litigated in this docket if the Authority so directs.

CGC will replace at least 45,000 feet of Bare Steel and Cast Iron Pipe by October.
2008. In 2009-2017, Atmos will replace a total of at least 45,000 feet per year of
Bare Steel and Cast Iron Pipe. The agreed upon amount of pipe Atmos will
replace by December 31, 2017 will be a minimum of 450,000 feet.




14.  Atmos agrees to meet with the Consumer Advocate and work toward establishing
additional service metric reporting.*

The Settlement Agreement was considered by the voting panel at the October 8, 2007
Hearing, Mr. William Ramsey, counsel for Atmos, provided a brief overview of the Settlement
Agreement and responded to questions from the panel. The attorneys for the Consumer
Advocate and AIG each exprcssed- their respective clie;nts’ support for the Seftlement Agreement
while noting that disagreement on the rate design remained. Counsel for Stand stated that
although Stand was not joining in the agreement, it did not object to the agreement. After
hearing from all of the parties and providing an opportunity for members of the public to
comment, the panel voted unanimously to accept the Settlement Agreement. The panel further
voted to require Atmos and the Consumer Advocate to file the normal heating degree days by
day, as agreed upon by the parties, and for Atmos to file a revised weather normalization
adjustment tariff showing the new factors,

B. Rate Design

During the Hearing convened on October 8, 2007 and continuing on October 22, 2007,
the parties presented evidence on the rate design issues remaining before the Authority for its
consideration. The parties’ positions are summarized as follows:

__A_tl_llgs_: Atmos states that its rate structure currenﬂy resulté in a lower cost per unit for
large volume customers. Atmos asserts that designing and implementing a declining block rate
structure that would produce the approved revenue requirement would be both costly and time
consuming and result in questionable overall benefit to consumers and the Company.’ Atmos
further claims that the rate structure proposed by AIG provides a disincentive to energy

conservation. Additionally, Atmos questions the social benefits of decreasing the rates of a few

* Settlement Agreement, 19 8-18, 21, 22, 24, and 25 (September 26, 2007).
% Patricia J. Childers, Rebuttal Testimony, pp. 2, 5 (October 17, 2007).




large industrial customers to the detriment of more than 11,000 churches, schools, day care
centers, and small business who, as a result, would be subject to a rate increase of 15% over and
above the Settlement Agreement.”

AIG and Stand: AIG asserts that the Company should be required to perform a ciass cost
of service study and implement declining block rates. AIG also requests that the Authority
require Atmos to file a class cost of service study with their next rate case.’

Consumer Advocate: The Consumer Advocate supports an across the board increase to

rates under the current rate structure. Further, the Consumer Advocate expressed concern over
the additional 15% rate increase to small commercial customers proposed by AIG.®

At a regularly scheduled Authority Conference held on November 6, 2007, the rate
design issues were deliberated by the panel. After considering the record as a whole, the panel
found that AIG failed to demonstrate a compelling justification for altering Atmos’ existing rate
design, and further, that it had not provided sufficient evidence from which the Authority could
reasonably structure the proposed declining rate blocks. Finally, the pancl found that a class cost
of service'study would not necessarily provide the costs to serve high or low velume customers
within the same class which is the information needed to determine the appropriate rate design.
In light of these findings, the panel voted unanimously to adopt the rate design set forth in
Exhibit D of the Setﬂement Agreement, effective November 19, 2007. The panel further voted to

decline at this time to require Atmos to submit a class cost of service with its next rate case.

¢ Danny P. Bertotti, Rebuttal Testimony, pp. 5-6 {October 17, 2007).

7 Transcript of Hearing, v. IB, pp. 16, 20, 26 (October 8, 2007).
8 1d., v. 1A, p. 30.




IT IS THEREFORE ORDERED THAT:
1. The Settlement Agreement filed by Atmos Energy Corporation and the Consumer
Advocate and Protection Division of the Office of the Attorney General of Tennessee, attached

hereto as Exhibit A, is accepted and approved and is incorporated into this Order as if fully

rewritten herein.

2. Atmos Energy Corporation and the Consumer Advocate and Protection Division
of the Office of the Attorney General of Tennessee shall file the normal heating degree days by
day as agreed upon by the parties.

3. Atmos Energy Corporation shall file a revised weather normalization _adjustment
tariff reflecting the new factors.

4, Atmos Energy Corporation shall utilize the rate design set forth in Exhibit D of

SNONY

Eddie Roberson, Chairman

the Settlement Agreement.

* % %

Pat Miller, Director’

g N e

" Sara Kyle, Director

* Director Miller voted in agreement with the other directors although he expressed some concern with the
majority’s rationale regarding the adoption of the rate design. He resigned his position as Director before the
issuance of this order.
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IN THE TENNESSEE REGULATORY AUTHORITY
AT NASHVILLE, TENNESSEE

IN RE:
PETITION OF ATMOS ENERGY

CORPORATION FOR APPROVAL
OF A GENERAL RATE INCREASE

DOCKET NO. 07-00105

SETTLEMENT AGREEMENT BETWEEN ATMOS ENERGY CORPORATION AND
THE CONSUMER ADVOCATE AND PROTECTION DIVISION

For the sole purpose of settling this case, Tennessee Regulatory Authority (“TRA™)
docket number 07-00105, Robert E. Cooper, Ir., the Tennessee Attorney General and Reporter,
through the Consumer Advocate and Protection Division (“Consumer Advocate”™) and Atmos
Energy Corporation (“Atmos”™), two of the four parties in this litigation. respectfully submit this
Setttement Agrecment. The Atmos Intervention Group (“AIG™) and Stand Energy Corporation
(“Stand Energy™} are not parties to this Settlement Agreement. The Consumer Advocate and
Atmos (collectively, the “settling parties”™) agree to the following:

L. Atmos 1s incorporated under the laws of the State of Texas and the
Commonwealth of Virginia and is engaged in the business of transperting, distributing and
selling natural gas in Bedford, Blount, Carter, Greene, Hamblen, Maury. Moore, Obion,
Rutherford, Sullivan and Williamson Counties witlnn the State of Tennessee, with ils principal
Tennessee office and place of business located at 810 Crescent Centre Drive, Suite 600,
Franklin, Tennessee 37067-6226.

2 Atmos is a public utility pursuant to the laws of Tennessee. and its public -utility
operations are subject to the jurisdiction of the TRA.

3 The Atmos Intervention Group is an informal group of customers who purchase

vas and. or gag transportation services lrom Atmos 1n Tennessee.

Exhibit A




4. Stand Energy is an independent marketer of retail energy and a hmited agent of
Harrison Construction, a customer of Atmos in Tennessee, in connection with natural gas
consumption and other pertinent items related to natural gas consumption.

5. On May 4, 2007, Atmos filed a petition for approval of adjustment of its rates and
revised taritf. In that filing Atmos sought an increase in its annual revenues of $11,053,188.

0. On May 11, 2007, the Consumer Advocate filed a petition to intervene, and on
May 24, 2007, the AIG filed a petition to intervene. By order dated May 31, 2007, both
interventions were granted. On June 29, 2007, Stand Energy filed a petition to intervene. By
order dated July 12, 2007, Stand Energy’s intervention was granted.

7. The parties to this Settlement Agreement have engaged in substantial discovery
and have undertaken extensive discussions to resolve all known disputed issues in this case. As
a result ol the information obtained during discovery and the discussions between the seitling
parties, and for the purpose of avoiding further litigation and resolving this matter upon
acceptable terms, the settling parties have reached this Settlement Agreement. In furtherance of
this Settlement Agreement, the settling parties have agreed to the setllement terms set forth
below.

8. Effective on or following November 4, 2007, rates will be implemented to
increase customer rates by 8.9%, which is designed to produce gross margins of $51,381,450.
The net increase in gross margins is projected to be $3,990,000.

9, Certain adjustments have been made to the amounts sought in the Petition filed by
Ammos, which in total reduce Atmoé‘s additional revenue requirements to $3,990,000. The
adjustments, which are quantified in Settlement Exhibit A, Schedule 2, include the following:

a. The adjustments set forth in the Stipulation as to Summary of Weather
Narmalized Margin Revenue filed in this d;)cket on August 2L, 2007, which is incorporated
herein by reference;

h. The adjustments set forth in the Stipulation as to Operations and

Mainrenance Expense. Taxes Other Than Income Taxes, Adjustments to Net Operating [ncome.

(2%




and Certain Rate Base and Procedural ltems filed in this docket on September 7, 2007, which 1s

incorporated herein by reference:

18.

. Depreciation Expense,

d. Income Taxes Expense;

e. Working Capital/Prepayments (Rate Base);
f. Accumulated Depreciation (Rate Base); and
g Cost of Capital.

Rate base of $186.506,116.

Operating income at present rates of $12,541,032.
Required operating income of $14,976,441.
Operating income deficiency of $2,435,389.
Gross revenue conversion factor of 1.638342.
Revenue deficiency of $3,590,000.

Fair rate of return on equity of 10.48%.

Fair rate of retum on rate base of 8.03%.

The agreed-upon capital structure for setting customer rates is described in

Settlement Exhibit A, Schedule 6.

19.

The agreed-upon depreciation rates for setting customer rates are described ip

Settlement Exhibit B,

20.

The agreed-upon Main Extension policy of Atmos is described in the Main

Extension lariff set forth in Settlement Exhibit C.

2}

The agreed-upon rate design includes the following:

. The settling parties agree that the gross rate increase described in
paragraph 8 will be allocated equally across the residential and public authority
and commercial and industrial customer classes, as more particularty set-forth in
Exhibit D.

. Ammnos  withdraws,  without prejudice.  its  proposed de-coupling

mechanism.

Lad




. Residential Class - Monthly Custorter Charge will be $13 during the
winter season (Oclober through April) and $10 during the summer season (May
through September).

. Commercial Class — Monthly Customer Charge will be $27.50 year-round.

22, Atmos and the Consumer Advocate have not come to an agreement with AIG and
Stand Energv regarding the rate design for the commercial and industrial customer classes.
Issues regarding the rate design for the commercial and industrial customer classes, as well as
any other issues raised by AIG and Stand Energy. will be litigated in this docket if the Authority
so directs.

23.  The agreed-upon revenue requirements are fair and reasonable and will provide
Atmos with a reasonable opportunity to recover a fair rate of return on invesiment.

24, Atmos will replace at least 43,000 feet of Bare Steel and Cast Iron Pipe by
October 2008, In 2009-2017, Atmos will replace a total of at least 45,000 feet per year of Bare
Steel and Cast Iron Pipe. The agreed-upon amount of pipe Atmos will replace by December 31,
2017, will be a minimum of 450,000 feet.

25, Atmos agrees to meel with the Consumer Advocate and work toward establishing
service metric reporting.

26.  The settling parties agree to litigate the issue regarding the matching of natural
gas sales to natural gas deliveries raised in the pre-filed Testitnony of Steve Brown on De-
Coupling Issues in the docket created by the TRA on August 20, 2007, to hear asset management
issues concerning Atmos (“asset management docket™).

27. The settling parties agree to file a joint motion on or before Qctober 13, 2007,
seeking a status conference for the purpose of establishing a procedural schedule in the asset
management docket.

28, This Settlement Agreernent does not resolve the meriis of the transportation issues
raised in TRA docket number 67-00020, and it does not resolve the merits of the asset

matagement issues raised in the asset management docket opened on August 20, 2007,




29.  All prefiled testimony and exhibits of the settling parties other than the testimony
of Steve Brown referenced in paragraph 26 above which shall be deemed to be filed in the asset
management docket, are introduced into evidence without objection, and the setthing parties
waive their right to cross-examine all witnesses with respect to all sﬁch prefiled testimony and
exhibits except as to issues pertaining to transportation and asset managerment, and except as to
the testimony of Steve Brown referenced in paragraph 26 above. 1f, however, questions should
be asked by any person, inciuding a Director, who is not a party to this stipulation, the settling
parties may present testimony and exhibits to respond to such questions and may cross-examine
any witnesses with respect to such testimony and exhibits; provided, however, that such
testimony and cross-gxamination shall be truthful and not inconsistent with this Settlement
Agreement.

30.  The provisions of this Settlement Agreement are agreements reached in
compromise and solely for the purpose of settlement of this matter. They do not necessarily
réﬂecl the positions asserted by any party, and no party to this Secttiement Agreement waives the
right to assert any position in any future proceeding, i this or any other junsdiction. None of the
signatories to this Settiement Agreement shall be deemed to have acquiesced in any ratemaking
or procedural principle, including without limitation, any cost of service detenmination or cost
allocation or revenue-related methodology. This Settlement Agreement shall not have any
precedential effect in any future proceeding or be binding on any of the seutling parties in this or
any other jurisdiction except to the hmited extent necessary to implement the provisions hereof.

31, The terms of the Settiement Agreement have resulted from extensive negotiations
between the signatories and the terms hereof are interdependent. 1f the TRA does not accept the
settlement in whole, the settling parties are not bound by any position set forth in this Settlement
Agreement, In the event that the TRA does not approve this Settlement Agreement, each of the
signatories to this Settlement Agreement will retain the right to terminate this Sattlement
Agreement. In the event of such action by the TRA, within ten (10) business days. any of the
signatories o this Settlement Agreement would be entitled o give notice of exercising i1s nght o

terminate this Settlement Agreement: provided, however, that the signatories to this Setilement

<




Agreement could, by unanimous consent, elect to modify this Settlement Agreement to address
any modification required by, or issues raised by, the TRA. Should this Settlement Agreement
terminate, it would be considered void and have no binding precedential effect, and the
signatories to this Settlement Agreement would reserve their nights to fully participate in all

relevant proceedings notwithstanding their agreement to the terms of this Seltlement Agreement.

This thel day of September, 2007.

FOR ATMOS ENERGY CORPORATION

M ,(_/26‘- i LZ / 5
William T. Ramsey, Esq. ‘
A Scott Ross, Esq.

NEAL & HARWELL
(615) 244-1713




FOR THE CONSUMER ADVOCATE AND PROTECTION DIVISION

S IE7
at i

Robert E. Cooper, Jr./ a
r

Attormey General and Reporte

\Vanee L fpeemef

Vance L. Broemel

Semor Counsel

OFFICE OF THE ATTORNEY GENERAL
Consumer Advocate and Protection Division
{613y 741-8722




CERTIFICATE OF SERVICE

[ hereby certify that a true and correct copy of the foregoing was served via .S, Mail or

electronic mail to:

Patricia Childers

Vice President, Rates & Regulatory Affairs
Mid-States Division

Atmos Energy Corporation

%10 Crescent Centre Drive, Suite 600
Franklin, Tennessee 37067-6226

Douglas C. Walther

Associate General Counsel
Atmos Energy Corporation
5430 LBJ Freeway, Suite 1800
Dallas, Texas 75240

William T. Ramsey

A. Scott Ross

Neal & Harwell, PLC

One Nashville Place, Suite 2000
150 Fourth Avenue North
Nashville, Tennessee 37219

Henry M. Walker

Boult Cumimings Conners & Berry, PLC
1600 Division Street, Suite 700

P.O. Box 340025

Nashville, Tennessee 37203

D. Billye Sanders
Waller, Lansden. Dortch & Davis, LLP

511 Unton Sireet, Suite 2700
Nashville, Tennessee 37219

A
this the day of September, 2007.

2111184

Vence L fucond

Vance L. Broemel
. Senior Counsel
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Atmos Energy Corporaticn
Index to Schedules
For the Twelve Months Ended October 31, 2008

Docket No. 07-00105
Settlement Exhibit

Scheduie No.

Revenue Deficiency (Surplus)

Rate Base

income Statement at Current Rates
Excise and Income Taxes

Revenue Conversion Facior

+ Costof Capital

[=2 B & B

{ndex




Docket No. 07-00105
Setilement Exhibit

Schedule 1
Atmoes Energy Corporation
Revenue Deficiency (Surpius)
For the Twelve Months Ended October 31, 2008
Line
No Settlement Company asieaner _ Difference
1 Rate Base 186,506,116 A 188,920,055 2,413,538
2 Operating Inccme at Present Rates 12,541,052 v/ 9,981,734 (2,555,318}
3 Earned Rate of Return {L 2 /L 1) B6.72% 528% -1.44%
4 Fair Rate of Return 8.03% ¢r 8.84% 0.81%
5 Required QOperating Income (L 1 x L 4) 14,976,441 16,700,533 1,724,092
] Operating Income Deficiency {Surplus) (L 5-L 2) 2,435,385 6,718,799 4,283,410
T Gross Revenue Conversicn Factor 1.638342 7 1.845410 0.007068
5 Revenue Deficiency (Surplus} 3,990,000 11,055,188 7,085.187

A/ Scnedule 2, Line 14
B/ Schedule 3, Ling 185,
£/ Scghedule 6, Line 5.

D/ Schedule 7, Line 1C

&f Almos Cirect Testimony, THP work papers.




Line

NP G s LN &

10
11
12
33

14

Atmos Energy Corporation

Rate Base

For the Twelve Months Ended October 31. 2008

Utility Plant in Service

Construction Work in Progress

Materiais and Suppiies / Storage Gas

Working Capital/Prepayments/Deferred Rate Case
Net Elimination of Intercempany Leased Property
Unamortized Maryland Way Gain

Total Additions

Deductions:

Accumuiated Depreciation

Customer Depasits

Contributions and Advances in Aid of Coastruction
Accumulated Deferred Tax-Accet. Depraciation
Accrued Interest on Customer Deposits

Total Deductions

Rate Base

£/ See sipulation berwvesn Asmos and the CAPD
B/ Atmas Drsct Testimony, Scneoule THP-7, werk papers.

Docket Mo, 07-00105

Setilernent Exhibit

Scheduie 2
A B¢

Settiement Company sas fiiew Difference
345.380.115 344 ,739.680 650,435
4.785.507 5.642 491 {875.984}
14711212 17.057,784 {2.346.572)
5.242 272 6.0538.824 {816,562)

£,044.605 G.044 605 -

{7.182) [7.162) -
377,046 549 . 380.436,232 (3.389.883)
147,812,882 148,907.313 (1,094.431)
£,6589 490 7.058.536 (369.046)
39.515 37435 2,030
35.151.541 34 854 581 236,960
847,005 658,262 188,743
150.540,433 191,516,177 (875,744)
186.506.116 188.920,055 (2,413,935}




Line

No.

1¢
11
n2
13
14
15
16

Docket No. 07-00105
Settlement Exnibi

Schedule 3
Atmos Energy Carperation
income Statement at Current Rates
For the Twelve Months Ended Octeber 31 2008
Settlement Company iss ke & Difference

Revenues - Sales, forfeited discounts & cther 173.055 3584 5/ 181,382.415 (8,337,022}
Cost of Gas (includes Barnsley Storage cosis) 127 308.4%22 B/ 136,629 859 (8.323.437)
Gross margin on sales and service 45742972 A 44 762,557 886.415
AFUDC 189 218 ¢/ 217.049 (17,833
Cperating Margin 45,948,188 44,979,606 868.5582
Other Operation and Maintenance 15424281 ¢/ 16,105,689 (681.288)
tnﬁerest on Customer Deposils 401,369 < 423512 (22.143)
Depreciation and Amertization Exp. $.802.288 < 10,652.288 (2,000,000}.
Taxes Other Than Income 7,010,799 ¢/ 7,010,933 (134)
State Excise Tax - 654,517 of 447 225 207,352
Federal Income Tax 3216570 o 2251807 964,964
Tetal Operating Expense 35,355,925 36,891,234 {1.83:5.209%
Net Operating Income for Return 10,588,263 8,088,372 2,499 291
Plus amortizatior}GaEn on Maryland Farms 18,899 ¢/ 15,858 -
Plus adjustmenrts 1.935.890 ¢/ 1,378,482 £0.427
Adjusted Net Operating Inceme 12.541.052 9,881,734 2,558,218
Ad 34T 281,450 per snoe outn supuiation less $1.842,478 e reflect restatement of gas cosis due o Sarnsiey Sterage acjusmmert

B/
Cr
D))
£

Per Undated Petersen Scredule THP-3 as adjusisd for volume changas and prices “hrough May 2007 Reverwes = CGG {iine 23 -
Sae stpulenon hewwsan Atmcs and ithe CAPD,

crecule 4, Lires 12 and 26
Aimos Cirect Testimony  THP work nacers.
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Atmos Energy Corporation
Excise and Income Taxes
For the Twelve Months Ended October 31, 2008

Docket No 07-00105
Settlement Exhibit
Schedule 4

Seitlernent Company sasilesy  E/

Cperating Margin 45,948,188 A 44,975,606
Cther Operation and Maintenance 13,471,492 o 14.212.307
Depreciation and Amoriization Expense 8,652.288 A 10,652,288
Taxes Qther Than Income 7.010.799 &~ 7,010,933
NOI Befare Excise and income Taxes 16,813,609 13,104,078

less Intarest on Customer Deposits 401,389 A 423,512

less Interest Expense 6.341 208 o/ 5,800,175
Pre-tax Book Income 10,071,032 6,880,387
Schedule M Adjustments - .
Excise Taxable Income 10,071,032 6,880,387
Excise Tax Rate 6.50% 5.50%
Excise Tax 654 617 447,225
Pre-tax Book Income 10,071,032 6,880,387
Excise Tax 654 617 447 225
Schedute M Adjustmenis - .
FiT Taxable income 9,416,415 6,433,162
FIT Rate 35.00% 35.00%
Subtotal FIT 3,285,745 2,251,807
Less: ITC Amortization 72175 o -
Federal Income Tax Expense 3,216,570 2,251,607

AJ Schedule 3. Lines 5, 8.9, 7
B/ Rate Base * Weighted Cost of Jent

{Schedule 2. Line 15 ~ [Schedule 5 Line 1 + Line 2 + Line 3)%.

C/ Schedule 3, line 6. Jess lines 14 apd 15
D/ OR #67
£ Atmaos Direct Testdmony, THP work papers.




Atmos Energy Corporation

Revenue Conversion Factor
Far the Twelve Months Ended October 31, 2008

Line

No.

1 Operating Revenues

2 Add: Forfeited Discounts

3 Balance
4 Uncollectible Ratio
5 | Balance

o] State Excise Tax

7 Balance
8 Federal Income Tax
g Balance

10 Revenue Conversion Factor (1/ Line 9)

Docket No. 07-C0105

Settlement Exhibit

Schedule 5
Amount Balance
1.000000
0.008350 & 0.008350
1.008350
0.004000 =/ 0.004034
1.004316
0.065000 o/ 0.065281
0.939035
0.350000 cr 0.328662
0.610373
1.638342

A/ Forieited discounts on gross revenues = ‘orfeied discounts / gross revenues {exciuding forfeited discounts)

Bt Unccllectivle expenses on base ravenues
C/ Statutory rae

TA33.033

i3 013

!

173,652 294 -

1,433,013

45 748972 ibase ravenuss) =

0.008356
0.004400




Atmos Energy Corporaticn

Cocket NMo. 07-00105
Settlement Exhibit
Schedule 6

Cost of Capital
Line Weighted
No. Ratic Cost Cost
1 Shor; Term Debt 3.00% 6.00% 0.18%
2 Long Term Debt 52.80% 6.10% 3.22%
3 Preferred Stock 0.00% 0.00% 0.00%
4 Stockholder's Equity 44 20% 10.48% 4.63%
5 Totai 100 00% 8.03%
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Account

390.09
391.00
391.02
391.03
382.00
393.00
354.00
387.00
398.00
389.00
38901
399.02
399.03
399.04
355,05
389.06
399.G67
399.08
359.09
399 24

ATMOS ENERGY CORPORATION - SHARED SERVICES
Proposed Settiement Depreciation Rates

Description

GENERAL PLANT
Improvements tc L2ased Premises
Office Furniture and Equipmert
Remittanice Processing Equipment
Office Machines

Transportation Equipment
Stores Equipment

Tools, Shop and Garage Equip.
Communication Equipment
Miscellaneous Equipmeni
Other Tangible Property
Servers Hardware

Servers Software

Network Hardware

CPU

Mainirame Hardware

PC Hardware

PC Software

Application Software
Mainframe Scftware

General Startup Costs

Mortality Characteristics

Depreciation Rates

lowa Gross Cost of Net Life

ASL Curva Salvage Removal Salvage Rate
12 S4 0.00% 0.00% 0 00% 9.10%
25 R4 0.00% 0.00% 0.00% 2.13%
Fully Depraciated - Use functicnal rate for new assels 10.32%
Fully Depreciated - Use funciicnat rate for new assats 10.32%
Fuliy Depreciated - Use functional rate for new assets 10.32%
Use functicnal rate for new assats 10 32%
Fully Depreciatad - Use functicnal rate for new assets 10.32%
12 S5 0 00% 0.00% 0.00% 8.45%
15 53 5.00% 0.00% 5.00% 8.15%
7 RS 0.00% 0.00% 0.00% 4.68%
10 SQ 0.00% 0.00% 0.00% 6 35%
10 5Q 0.00% 0.00% 0.00% 4.30%
10 sQ 0.00% 0.00% 6.00% €.30%
Fully Depraciated - Use functionat rats for new assets 10.32%
Fully Ceprecaiad - Use functional rale for new assets 1032%
7 S 0.00% 0.00% 0.00% 14 86%
8.5 R5 0.00% 0.C0% 0.00% $.02%
10 33 G.00% 0.00% 0.00% 1111%
Fully Deoreciated - Use {unclicnal rate for new assats 10 22%
10 sQ 0.G0% 0.00% 0.00%  15.59%

COR
Rate

0.00%
0.00%
0.60%
0.00%
0.00%
0.00%
0.00%
0.00%
G.00%
0.00%
0.00%
0.00%
0.00%
G.00%
G.00%
0.00%
0 00%
0.00%
0 00%
£.00%

Total
Rate

9.10%
2.13%
10.32%
10.32%
10.32%
10.32%
10 32%
8.45%
8.15%
4.66%
6.95%
4 00%
9.20%
10.32%
10.32%
14.86%
9.02%
11.11%
10.32%
15.89%




i
|
:
:
!
)
|

Account

3gz.00

365.10
365.20
366.00
387.01
369.00

374.00
374.02
375.00
376.00
376,01
376.02
374.00
375.00
380.00
381.00
382.00
383.00
385.00

389.00
390,00
380.03
380.09
391.00
382 00
383.00
394.00
396.00
386 03
396.04
396.05
397.60
397.01
297.02
397.05
398.00
389,00
399,31
35%.06
398.07

ATMOS ENERGY CORPORATION - TENNESSEE PROPERTY
Proposed Seffiement Depreciation Rales

Mortality Characteristics

Depreciation Rates

fowa Gross  Costof Net

Descriplion ASL Curve  Salvage Removal Salvage
INTANGIBLE PLANT
Franchises & Consents - - - - -
TRANSMISSION PLANT
Land - - . - .
Rights of Way 65.0 RS 0.00% 0.00% 0.00%
Structures and improvermanis 0.0 5Q 0.00% G.00% 0.00%
Mains - Steel 55.9 S4 C.00%  35.00% -35.00%
M&R Slation Equipment 40.0 R2 0.00% 5.00% -5.00%
DISTRIBUTION PLANT
Land and Land Rights - - - - -
Land Rights 65.0 RS 0.00% $.00% 0.00%
Sructures and Wmprovements 450 RS 0.00% 0.00% 0.00%
Mains - Cathodic Protection 55.0 54 0.00%  25.00% -25.00%
Mams « Steel 55.0 &4 0.00%  25.00% -25.00%
Mazins - Plaste 550 34 0.00% 25.00% -25.00%
ME&R Station Equipmernt - Gen 40.0 R2 G.00% 5.00% -5.00%
City Gale Equipment 40.0 R2 0.00% 5.00%  -5.00%
Sepvices 48.0 R0.S 0.00% 20.00% -20.00%
Meters 36.0 R25  © Q.00% 41.00% -41.00%
Meter Instaiiations 40.0 R1 0.00% 41.00% -41.00%
Hause Regulators 40.0 R3 0.00% 0.00% 0.00%
Incustral MER Equipment 40.0 R2 0.00% 5.00% -5.0C%
GENERAL PLANT
Land and Land Rights - - - - -
Structures and Improverments 4C.0 R3 5.00% 5.00% £.00%
Improvernents 48.0 R3 5.00% 5.00% 0.00%
Improverments to l.eased Premises a0 R3 5.00% 5.00% 0.00%
Office Fuyrmture and Equipment 200 S8 0.00% 0.00% 0.00%
Transporletion Equipment Fully Depraciaied - Use funchona! rzte for new assels
Biores Equiprnent 35.0 R 0.90% 0.00% 0.00%
Tools, Shop and Garage Eauip. 0.0 [ 0.00% 0.00% 0.00%
Power Operated Equipment 10.0 35 C.00% 0.00% 0.00%
Ditchers 0.0 55 0.00% 0.00% 0.00%
Backhoes 10.0 355 0.00% 0.00% 0.00%
Welders 10.0 35 0.90% 0.00% 0.00%
Commuriication Equpment 150 S8 0.00% 0.00% 0.00%
Maobiie Radics 15.0 56 0.00% 0.00% 0.00%
Fixed Radios 15.0 86 0.00% 0,00% 0.00%
Telemetering 15.0 56 0.00% 0.00% 0.00%
Miscellaneous Equipment 10.0 53 0.00% 0.00% 0.00%
Other Tangible Property 5.0 S& 0.00% 0.00% 6.00%
Servers Hardware 3.0 S8 0.00% 0.00% 0.00%
P Hardware 8.0 56 0.90% 0.00% 6.00%
PC Software 8.0 56 0.00% 0.00% 0.00%

Life
Rate

0.00%

0.00%
1.47%
2.47%
2.08%
2.72%

(.00%
0.48%
1.56%
1.54%
1.54%
1.54%
1.68%
2.30%
1.56%
2.36%
2.00%
1.62%
2.36%

0.00%
1.76%
1.76%
1.76%
§.36%
10.38%
+.59%
9.6%%
37.47%
37 A7%
37 47%
37.47%
8.77%
9.77%
Q.77%
9.77%
11.64%
12.69%
12.689%
12.69%
12.59%

COR
Rale

0.00%

0.00%
0.00%
000%
0.64%
0.13%

0.00%
0.00%
0.00%
0.45%
0.45%
0.45%
0.13%
0.13%
0.42%
1.14%
1.03%
0.00%
0.13%

0.00%
0.13%
0.13%
0.13%
0.00%
0.00%
0.60%
0.G0%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0 00%
0,00%

Total
Rate

0.00%

0.00%
147%
247%
2.72%
2.85%

0.00%
0.48%
1.55%
1.89%
1.99%
1.88%
1.81%
2.43%
2.01%
4.00%
3.03%
1.82%
2 49%

6.00%
1.89%
1.89%
1.B9%
6.36%
10.38%
1.58%
©.69%
37.47%
37.47%
37.47%
A%
Q.77%
9.77%
A77%
9,779,
11.54%
12.88%
12.59%
12.59%
12.89%




Exhibit C




T.R.A. No. 1
3rd Revised Sheet Nn. 62

ATMOS ENERGY CORPORATION Cancelling 2nd Sheet No. 62

GENERAL RULES AND REGULATIONS tConzinued)

!

M) & the event of stoppage or tatlure of anv meter w rewsier properly, Customer |

wiii be 'mlled for such period on an estimated copsumpticn based upon his use |

of zas in a simuiar period of like use or on the basis of check mater readings, it

avallabie and accurate, but such adjustment shall ot be made for more than six |

morLihs ;

| () In the evenr of tampenag ot unauthorzed use of Company's facilities, the '

prooable gas cous: n‘mxun shail be estimated by Compam and billed
(“usuome* i the durauon of such :an*pen'lr or unauthonzad use 15 not xnown,
i gm.l he conclusiv ely presamad to he simce the commencement of Cusiomer's
service but for a period of not more than six months.

' (d)  All property of Company insialled in or upon premisss of, or cocupiad by i
; ' Customer .s undey Cusiomer's protection. All reasonabie cars shall be exercised
by Customer o prevent ioss of or damage @ such property, srdinary wear and

E tear Svl..ﬁplt'.‘t. Customer will be lizble or 2ny loss of property 01 damage
theremo and shall pay w Conpany the cost Of Appropriae epairs or

] repiacements 1ot s uch loss or damaze to properiy.

! Extension and Instaltlaton of Coempany Faciinies

| This Company will, upon wrtten application, will mstll zas manms, service lines, and meters
| to serve bora fide applicants of 4 permanent and asiablished character in accordance with the
following provisions nf nese Service Regulalion. Gos main extensions shatl be made only |

40T puDllC streess, roads or mghways and upon pnvate property acress which sausfactory
| ngkts of way or sasements have nesn provided without cost to the Company. All gas mains |
% constructed pursuaal to this s2rvice rezuimon shall be owned. operated. and maintained by ;
| the COmpl‘r_‘y. |
|

1 Man Exoarsions

ine. whether om pubiic preperty of on private property, is coasiderad o be an !
; sxtension of & mAlT, A:': &) "‘b.Ou, om existing mains or Tom an 2xension of & |
ME2Iin as cer,heu abovs, o Cl_\tomdr 3 property for service 1o Customer shall be '

E considered 1 part of ine service line 10 service suck Customer. |

Anv extension from £Xis 2 malns o the poist of connection with Customer's service

1

Tsyued dyv: Parricia J, Chidders. VP Rares and Regulatory Afairs Eileetive Date:
Date [ssued:




T.R.A. No. 1
3rd Revised Sheer No..63

ATHMOS ENERGY CORPORATION Cancelling 2nd Sheet No. 63

' GENVERAL RULES AND REGULATIONS {Conuaved)

T=e Company will instal! all mains necessary to serve the customer{s} free of charze,
provided the revenue axpecied to be realized produces a rarz of refum on the mvestmen:
that is equal o or greater than the minimum alJowed raze of returs on equity approved o
the Company’s most rec2nt rate case. Tnis raie of retuyn analvsis wili be based on a i
zasibility swudy performed by the company. This study will melude consideration of all I
costs needed to provide service (materials, company and or contract abor, overheads, and |
appiicuble taxes). These costs wiil be compared to the revenue that is 2ither contractad for |
ar can be rausonably expected o be generared by the cusiomers served by the exiension.
Should this analysts result in a rate of return (ROE) less than the minimum allowed rate of §
snurn approved in the Company’'s most recent rate case, then the customer(s) may be !
required to remit t the company an Ald-in-Construcnion {ATC). including avy applicable |
i
1
I

]

vt

)

taxes, to make up the differsnce @ the actual and aliowable rate of rewitn.
Genera!
| L. The Company ey, at 13 soie discretion, ciinose 1o waive payment for AIC when

system improverments are reahzed by the extension or when the siension would
enbance the voportunity of adding new customers in the Junre.

1-J

Tndrvidual customers may elect 1o spread the pavment of anv raqinred AIC up to,
bur oot to excaed. 1 three yeor peried At no interssi provided that the Customer shall |
!! enter tawo a "Main Extension Contract” ard aiso subject 1o the llowing conduions: !
: a. The Company shail approve the Customer's cradit prior 1o the sigmng of the
! “Main Extension Contract”. :
| 1
! n. Default by the Customer under the terms of the "Main Exizosion Contract may |
i | restit ip discontizvancs of service as per the current previsions of Section 3 of
, these General Rules and Regulations. ; :
H N i
E © o e Cusiomer cancsis service prior to pavment of the wotal ALC ragwrad, the i
, unpaid bawance stall become due and pavagie immedizielv  Tae Compuny may
! use anv deposit or credit owad o the Customer 0 offser tne batance due under |
' the "M ain Extension Contracy”, '
| !
; <. I no case wiwn the Company buiid without cost » the anplicant moere service !
: line then 13 ReCessary o reach e accepladie meter locatdon by the must :
4 SCOTIOTNICE] Touis. i
i
!
|
[ssmed by Pacricsn J. Cidders. VP Rates and Reguiamry Alfairs Effective Date:

Darce [ssued:




T.R.A No.l
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ATMOS ENERGY CORPORATION Cancelling 2ud Sheet No. 64
T i
i GENERAL RULES AND REGULATIONS { Continued) i

byl |

72 Exrensiors Bevend the allowancs caloulated in the feasibiling pnaives - Residential
apd Cominercial

. |. Upor completion ¢f a main extension contract thie Company will exiend 1ts mams to a
Customer provided the Customer deposits any AIC which may be due as detsrmined
m Section 7.1,

[E=]

As addinonal Customers are served through a service line connected directly w the
t specifically invoived main extension ws ithin five (3) years of its completion date, the |
Oqouul C ub[omer(ﬂ shail be refimded an amount determined as foliows:

a.  The contract with the original Custoroerts) shall set forth the estimated cost per
foot for a normal 2 tnch polvethylene main extension,

b. The Company will estimate the annual gas consumption (Vct) of each new
Customer added to the main exiension

¢ The renund shall be determived by the following formula:

Rerfind = th : esumated Cost per foot ffom (2} times the sstumated snnual gas
p=J
ensumpton (vcf) for the new Customer

construcnon charge c,encmuui with the Company

L

:
‘ d. The refund 1o the ongnal Customer(s) shail not exceed the amoant of the orignal
: ™o mizrest shall be pud on the AIC made by the customer

£ The refund(s) due, 1 any, o the ongmal Customer{st will be calculaied and paid

on June 15t of every vear. Refunds will not be rade any other time.

g [fthe Lompam fas ailowed the Customer w0 pay the AIC over a period of ime ir. |
aconrdancs with Secuoen 7.2(4), ail refunds attribizable o e conneciing of new
Custorers to the specifically involved main extension wil be credized to any \
putstanding balance owed for the extension ]
i
{
!

Isswed by:  Pacricia J. Childers. VP Rates and Reguintory Allairs Effective Dace:
Date Issuned:




TRA No. i
3rd Revised Sheer No. 65
ATMOS ENERGY CORPORATION Cancelling 2nd Sheet No. 65

GENERAL RULES AND REGULATIONS (Continued)

Tndivicdual residential custemers may elect to spread the payment of the AIC over a
period not to exczed three years at no irterest provided that the Customer shall enter
into 2 Main Extension Conrract and also subject 1o the following condiuens: !

fad

a. The Company shail appeove the Customer's credit prior 1o the signing of the main
eXTension contracth.

! 5. Default by the Customer under the terms of the Muin Extension Contract may
rasult i disconunuonce of service as per the current  provisions of Section 5 of
these Geperal Ruies and Regularions.

c. 1fa Customer cancels service pnor to pavment of the totar AIC the unpud
) ba'ance shatl become due and pavable immediataly.

The Company may use anv deposit of credii owed to the Customer to offser
the balance due onder the Main Extension Contracr,

'f::..

ey

Retfunds due the Customer under saction 7.2 (31 shall be credited o the i
ourstanding (oan baiance.

L.

[ addiricr o all other of these Service Regulations the following shall also apply o
dobile Home Parks:

a. For the purpose of these rezulatons. a Mobile Home Park i3 defined as anv tract or
parcel of land used primarily to provide sites for the parking and vccupancy of i
Mobie Homes. A Mobile Home is defined as a portable structurs buili se as w be |
readily ransportabie from ong [ocanon o another, and which 3 usabie as a i

3 dweliing for one or more persons, herein referred o as Mobile Home Occupants. ;

i Any parson. fimn or corporation who operates » Mobiie Heme Park as a |

coramercial vennira shall be referved o as a Mobile Home Park Owner. I

Issued by: Patricia J. Childers. VP Rares and Regumtory Affairs Eifective Date:
Dare Issued:




ATMOS ENERGY CORPORATION

T.R.A. No. 1
3rd Revised Sheet No. 66
Cancelling 2nd Sheet No. 66

GENERAL RULES AND REGULATIONS i Continged)

Any Mobile Home Pack Gwner desinng gas service withim i Mobiie Home Park
shall enter wio a contract with the Cormpany for a2 minimum penod of Lve (3)
vears for service from Company's distribusion mains :0 a specified aumber of
Nobiie Home sites. Vobile Home Perk Owner agrees wo pay the Company each
month, commencing with a datz speciried in the contract and ¢ach month
therearter for the term of the coniract, an amount specified as the cusiomer charge
under the provisions of Company's Residential Rate Schedule 219, as ied with
fe Tennesses Resuiatory Auwthority, tor 70% of the number of speaified Mobile
Home sites less e nwmber of sites occupiad by Mobile Home Occupants who
were customers of. and who wers billed for gas service by, the Company during
such monii.

After execunion of a contract for gas service o a Mobile Home Park, the Company
will construct the required 2xiension of distnoution facilities to serve the rumper
of sizzs speciizad (n the contract providad that the total free tength allowasce for
mains and services shall be calcuiated as per the provisions of Paragraph No. 7.
For mains and servizes exceeding the ite2 iength allowance the MobLe Home Park
Owrer will be required to deposit a Refundable Advance as per the provisions of
Parazraph No. 7.

Issued bv:
Date Tssueti:

Parrivia §. Chilagers. VP Rates and Regiasory Afdars Effecnve Dare:
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