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BEFORE THE TENNESSEE REGULATORY AUTHORITY 
NASHVILLE, TENNESSEE 

 
IN RE: 
 
PETITION OF ATMOS ENERGY   ) 
CORPORATION FOR APPROVAL OF  ) 
ADJUSTMENT OF ITS RATES AND  ) 
REVISED TARIFF     ) DOCKET NO. 12-________ 
 

 
PRE-FILED TESTIMONY OF JOSHUA C. DENSMAN 
ON BEHALF OF ATMOS ENERGY CORPORATION 

 
 

I.  POSITION AND QUALIFICATIONS 1 

Q. PLEASE STATE YOUR NAME, POSITION AND BUSINESS ADDRESS. 2 

A. My name is Joshua C. Densman.  I am Senior Financial Analyst for Atmos 3 

Energy Corporation’s Kentucky/Mid-States Division (herein referred to as 4 

“Atmos Energy” or the “Company”), which includes the Company’s regulated 5 

gas utility operations in Tennessee.  My business address is 810 Crescent Centre 6 

Drive, Suite 600, Franklin, Tennessee 37067-6226. 7 

Q. PLEASE BRIEFLY DESCRIBE YOUR CURRENT RESPONSIBILITIES, 8 

AND PROFESSIONAL AND EDUCATIONAL BACKGROUND. 9 

A. I have a Bachelor of Business Administration from Baylor University.  I have 10 

worked for Atmos Energy since 2005.  In 2008, I assumed my current position, 11 

Senior Financial Analyst of Atmos Energy’s Kentucky/Mid-States Division.  My 12 

job responsibilities include the review and analysis of accounting, billing, and 13 

engineering data for accuracy and appropriate information in the States of 14 

Tennessee, Virginia, and Georgia. 15 
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Q. HAVE YOU PREVIOUSLY TESTIFIED BEFORE THE TENNESSEE 1 

REGULATORY AUTHORITY (THE “AUTHORITY”)? 2 

A. No. I have, however, been responsible for providing support in filings before the 3 

regulatory agencies in the Kentucky/Mid-States Division. Included in those 4 

responsibilities has been the development of the attrition year billing 5 

determinants, proposed rate design and certain responses to discovery by 6 

Commission Staffs and other intervening parties. 7 

 8 

II.  PURPOSE OF TESTIMONY 9 

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS 10 

PROCEEDING? 11 

A. The purpose of my testimony is to support the Company’s attrition period 12 

revenues and billing determinants, as well as the rate design and proposed rates in 13 

this filing.   14 

Q. ARE YOU SPONSORING ANY SCHEDULES?   15 

A. Yes.  I am sponsoring the following schedules: 16 

Schedule JCD-1 Test Period Margin 17 

Schedule JCD-2 Attrition Period Margin 18 

Schedule JCD-3 Present vs. Proposed Rates 19 

Schedule JCD-4 Rate Design 20 

Schedule JCD-5 Proposed Tariff (red-lined version) 21 

 22 
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III.  ATTRITION PERIOD REVENUES AND BILLING DETERMINANTS  1 

 2 

Q. PLEASE DESCRIBE HOW THE COMPANY HAS ARRIVED AT THE 3 

ATTRITION PERIOD REVENUES IN THIS PROCEEDING. 4 

A. To determine the attrition period revenues in this case, billing determinants 5 

(customer base charge counts and volumes) from the historical test period 12 6 

months ended March 31, 2012 were priced-out at the Company’s currently 7 

effective tariff rates as shown on schedule JCD-1.  To accomplish this, the test 8 

period volumes were weather normalized and then adjusted to account for 9 

projected residential/commercial customer growth and usage changes during the 10 

attrition period.  Adjustments were also made to reflect the projected number of 11 

customers that will take advantage of the senior citizen – low income discount 12 

and anticipated changes to the gas usage of certain large customers during the 13 

attrition period.  The resulting attrition period revenue (less gas cost) is 14 

$52,917,265.   15 

Q. PLEASE DESCRIBE THE STEPS TAKEN TO NORMALIZE THE TEST 16 

PERIOD VOLUMES FOR THE EFFECTS OF WEATHER. 17 

A.  The adjustment to normalize the test period volumes for the effects of weather is 18 

based on a weather dependency factor.  To calculate this factor, a linear 19 

regression of the actual usage and actual heating degree days was utilized for the 20 

36 months ended March 31, 2012.  The base load amount was also calculated as a 21 

part of the regression.  A weather dependency factor was calculated for the 22 

geographic areas using the NOAA 30 year normal (1981-2010).   23 



 
Direct Testimony of Joshua C. Densman    Page 4 

Tennessee / Densman Testimony 

Q. WHAT WEATHER STATIONS ARE UTILIZED TO NORMALIZE THE 1 

TEST PERIOD VOLUMES? 2 

A. The actual and normal heating degree days for the Paducah, KY NOAA station 3 

was used to weather normalize the Company’s residential and commercial sales 4 

volume in the Company’s Union City service area.  The actual and normal heating 5 

degree days for the Nashville, TN NOAA station was used to normalize 6 

residential and commercial sales volumes in the Company’s service areas of 7 

Columbia, Shelbyville, Murfreesboro and  Franklin.  The actual and normal 8 

heating degree days for the Knoxville, TN NOAA station was used to weather 9 

normalize the Company’s residential and commercial sales volumes in the 10 

Maryville and Morristown service area.  The Bristol, TN NOAA station was used 11 

to weather normalize the Company’s residential and commercial sales volumes in 12 

Johnson City, Greeneville, Elizabethton and Bristol.  13 

The normal daily heating degree days used in the calculation and billing of the 14 

weather normalization adjustment is the 30 year normal for the NOAA weather 15 

stations referenced previously.   16 

Q. CAN YOU PLEASE DESCRIBE THE CALCULATION OF THE 17 

WEATHER NORMALIZATION ADJUSTMENT? 18 

A. Yes.  The calculation of this adjustment (shown on workpaper 1-8) divides the 19 

historical period volumes by the number of bills rendered for each month to arrive 20 

at the Sales per Bill.  The difference between actual and normal heating degree 21 

days is calculated and multiplied by the weather dependency factor to arrive at the 22 

weather adjustment per bill.  The sales per bill and the weather adjustment per bill 23 
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are summed and then multiplied by the number of bills rendered for the month to 1 

arrive at normalized test period sales volumes.  The adjustment is the difference in 2 

normalized test period sales volumes for the historic period and actual volumes 3 

for the historic period.  This weather adjustment to volumes is shown in schedule 4 

JCD-1 in column (g).  These volume adjustments are then integrated into schedule 5 

JCD-2 which is the Attrition Period Margin at Present Rates. 6 

Q. IS THE COMPANY PROPOSING ANY CHANGES TO THE WNA 7 

CALCULATION IN THIS PROCEEDING? 8 

A. Yes. Atmos Energy did not update its heat use/base use factors and the normal 9 

heating degree days in Docket No.08-00197. Atmos Energy is proposing to 10 

update the residential and commercial factors in this proceeding utilizing the 11 

linear regression methodology described above.   The Company is also requesting 12 

to add the month of October to its WNA calculation. Although October is 13 

considered a shoulder month, deviation from normal heating degree days can be 14 

significant. In fact, there is a combined 897 normal heating degree days for 15 

October compared to 984 normal heating degree days in April for the Company’s 16 

four Tennessee weather stations.  Atmos Energy’s WNA calculation already 17 

includes the shoulder month of April.   18 

Q. PLEASE DESCRIBE THE ADJUSTMENTS MADE TO THE TEST YEAR 19 

VOLUMES AND BASE CHARGE COUNTS.   20 

A. The Company adjusted the test period base charge counts by 218 bills to reflect 21 

the anticipated attrition period number of customers receiving the senior citizen – 22 

low-income discount.  The 218 bill projection was a result of averaging the 23 
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number of customers who switched to the senior citizen low-income discount in 1 

the Company’s 2010, 2011, and 2012 fiscal years.  The 2012 fiscal year figure 2 

was calculated by annualizing the number of customers who have switched 3 

between October 1st and April 30th since the fiscal year is not complete. Volumes 4 

and base charge counts were also adjusted for customers who changed rate classes 5 

during the test period (JCD-2, columns (h) and (i)).  The Company applied 6 

adjustments for customer growth and customer usage, shown on schedule JCD-2, 7 

columns (k) and (l).  The customer growth adjustments reflect the projected net 8 

number of residential and small commercial customers that will be added to the 9 

system during the attrition period.  This adjustment is based on the three-year 10 

period, ending March, 31, 2012.  The customer change is then multiplied by the 11 

annualized normal usage per customer to arrive at the adjustment to volumes.  12 

The customer usage adjustment reflects the steady decline in annual usage per 13 

residential and small commercial customer experienced by the Company and the 14 

industry as a whole.  The Company utilized seven years of data to determine the 15 

adjustment for customer usage in this proceeding.  Further adjustments were made 16 

to the volumes of some of the Company’s large customers (workpaper 1-2).  17 

These adjustments, made by rate schedule, are based on whether the customer 18 

reduced or increased consumption or left the system during the historical period.  19 

Adjustments were also made based on information provided by these customers 20 

concerning their projected usage during the attrition period. 21 

 22 

IV.  PROPOSED RATES AND RATE DESIGN 23 
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Q. WHY HAS THE COMPANY PROPOSED AN INCREASE IN BASE 1 

RATES? 2 

A. The Company has a revenue deficiency of $10,800,897 at current rates.  Current 3 

rates are therefore insufficient to permit the Company the opportunity to earn a 4 

reasonable return on its invested capital over and above its reasonable and 5 

necessary operating expenses.  The changes to volumetric rates proposed by the 6 

Company in this filing, coupled with the increased customer charges proposed by 7 

the Company, will allow the Company an opportunity to earn a reasonable return.   8 

Q. WHAT IS THE COMPANY’S CURRENT RATE DESIGN? 9 

A. The Company’s current rate design apportions the Company’s revenue 10 

requirement between a monthly fixed customer charge and a volumetric rate for 11 

each customer class.  Except for the proposed increases to both the monthly 12 

customer charge and volumetric rate component, the Company is proposing 13 

essentially the same rate design.   14 

Q. HOW DOES THE COMPANY PROPOSE TO SPREAD THE 15 

REQUESTED RATE INCREASE TO THE VARIOUS CUSTOMER 16 

CLASSES? 17 

A. The Company is proposing to allocate the requested increase to the various rate 18 

schedules proportionate to the margin shown on schedule JCD-4.   19 

Q. PLEASE EXPLAIN THE COMPANY’S PROPOSAL TO INCREASE THE 20 

CUSTOMER CHARGES OF RATE SCHEDULES 210 AND 220.       21 

A. The Company proposes to increase the residential Rate Schedule 210 customer 22 

charge to $13.85 during the summer months (May through September) and 23 
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$16.85 during the winter months (October through April), and the small 1 

commercial/industrial Rate Schedule 220 monthly customer charge to $35.00.  2 

The Company’s proposal recovers any remaining share of the requested increase 3 

through the volumetric rate per Ccf.  A detailed comparison of the Company’s 4 

present vs. proposed rates in this case can be found on schedule JCD-3.  A strike-5 

through copy of the Company’s proposed revisions to its related tariff pages is 6 

attached hereto as schedule JCD-5. 7 

Q. WHY SHOULD THIS AUTHORITY AUTHORIZE THE COMPANY TO 8 

INCREASE ITS CUSTOMER CHARGES? 9 

A. The vast majority of non-gas costs borne by a natural gas utility, and 10 

correspondingly its revenue requirements, are fixed and are essentially unaffected 11 

by the volumes sold or transported.  The proposed customer charges strike a 12 

reasonable balance between the amount of the increase collected through the base 13 

charge versus the volumetric component of a customer’s bill.  The Company 14 

currently collects approximately 46% of its base rate margin through the customer 15 

charge, and the proposed change to the customer charges would not increase this 16 

percentage materially.  The requested increases to the customer charges are a 17 

small but important incremental step toward greater matching of the Company’s 18 

fixed costs to fixed revenue sources such as the customer charge.   19 

Another benefit of collecting a greater percentage of margin through the 20 

customer charge is that it allows customers to spread a portion of their costs 21 

throughout the year, thus taking some pressure off of higher winter bills.  While 22 

the Company’s current WNA mechanism helps lower the customer’s overall bill 23 
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in colder-than-normal winter months, it does not have the ability to more evenly 1 

spread the cost that customers will pay over twelve months. 2 

Q. WILL THE CURRENT SENIOR CITIZEN EXEMPTION FROM PAYING 3 

THE MONTHLY CUSTOMER CHARGE REMAIN IN EFFECT?  4 

A. Yes, residential customers 65 or older meeting the threshold for low-income 5 

eligibility requirements will continue to be exempt from the proposed monthly 6 

customer charge.   7 

Q. DOES THE COMPANY HAVE ANY CUSTOMERS SERVED UNDER 8 

SPECIAL CONTRACTS OR NON-TARIFF RATES? 9 

A. Yes.  Special contracts and “other revenue”, which includes forfeited discounts 10 

and service fees, are not part of the attrition period revenues over which the 11 

Company is proposing to spread any granted increase.  The special contract 12 

revenue is not based on any particular tariff rate, and thus is not included when 13 

determining how to allocate increases in revenue.  14 

Q. WHAT IS THE IMPACT TO THE VARIOUS CUSTOMER CLASSES 15 

SHOULD THE COMPANY BE GRANTED ITS REQUESTED 16 

INCREASE? 17 

A. The impact is shown on schedule JCD-3. 18 

Q. DOES THIS CONCLUDE YOUR TESTIMONY? 19 

A. Yes. 20 




































