
INRE: 

IN THE TENNESSEE REGULATORY AUTHORITY 
AT NASHVILLE, TENNESSEE 

PETITION OF ATMOS ENERGY 
CORPORATION TO REVISE 
PERFORMANCE BASED RATEMAKING 
MECHANISM RIDER IN TARIFF 

) 
) 
) 
) 
) 
) 

DOCKET NO. 13-00111 

TRA PARTY STAFF'S RESPONSES TO 
FIRST DISCOVERY REQUEST OF CONSUMER ADVOCATE AND 

PROTECTION DIVISION TO TRA PARTY STAFF 

REQUEST NO. 1: In its Motion to Intervene, TRA Party Staff asserts that: " ... the 

Authority should consider any changes to Atmos' tariffs alongside the Authority's recent 

decision in TRA Docket No. 07-00225 as well as other previous dockets involving Atmos." 

Please provide the basis for this assertion and specify by page number or paragraph number 

which parts of the "Authority's recent decision in TRA Docket No 07-00225 as well as other 

previous dockets involving Atmos" the Authority should consider. 

RESPONSE: 

Audit Staffs ("Staff') concerns regarding Atmos' affiliate asset manager were first 
identified in its compliance audit report covering Atmos' Actual Cost Adjustment 
("ACA") filing for the twelve months ended June 30, 2005. Staffs recommendations 1 
through 3 specifically addressed the asset management agreements. Staff asked the 
Authority to open a separate docket to determine if asset management fees should be 
included in the PBR and if so what the appropriate sharing mechanism and percentage 
sharing should be. Staff also asked that Atmos be directed to file all future proposed 
asset management and gas procurement agreements with the Authority for prior 
approval. 1 

The fact that ratepayers pay the total cost of assets that are released to an asset manager 
makes it very important that they be fairly compensated from any savings realized under 
the terms of the PBR. Atmos' asset management agreements have thus far been only 
with its affiliate Atmos Energy Marketing ("AEM"). The agreements not only provide 

1 In Re: Atmos Energy Corporation Actual Cost Adjustment ("ACA ") Audit, Docket No. 05-00253, Staff 
Compliance Audit Report, pages 15-16 (April 21, 2006). 



for the release of pipeline transportation contracts to AEM for an upfront payment, but 
also for the delivery of gas under Atmos' gas supply plans. Now that the Authority has 
approved the inclusion of asset management fees in the PBR, Atmos can calculate 
savings under the Capacity Management Incentive Mechanism ("CMIM") for the upfront 
fee, in addition to calculating commodity savings under the Gas Procurement Incentive 
Mechanism ("GPIM") for gas deliveries provided by its affiliate asset manager.2 The 
deadband is an integral part of the GPIM. Party Staff, therefore, maintains that any 
review of asset management transactions and activities within the triennial review must 
take into account its effect on the PBR in total. 

The Authority has addressed some of Staffs concerns in previous dockets. RFP 
procedures for the selection of an asset manager were added to the tariff in Docket No. 
05-00253. In Docket No. 11-00034, asset management fees were approved for inclusion 
in the PBR. In Docket No. 07-00225, the Authority approved the addition of a triennial 
review process. In the current docket, Atmos asks for an amendment to its tariff that 
would alter a significant provision involving the calculation of savings under the GPIM. 
Party Staff takes no position at this time regarding whether or not the deadband should be 
changed or eliminated entirely. But the Authority should have as much information 
available as possible before approving such a change. Party Staff maintains that the 
triennial review provides the vehicle to obtain further information and that the 
independent consultant can be charged with reviewing asset management transactions 
and gas procurement activities in the context of the relevant PBR incentive provisions. 

Party Staff refers the Consumer Advocate to the following documents to support its 
position. Copies of documents are attached as TRA Party Staff Exhibit 1. 

Docket No. 05-00253 - Compliance Audit Report of TRA Audit Staff, pages 14-16 
(April 21, 2006); 
Docket No. 11-00034 - Order Approving Contract, page 5 (February 24, 2012); 
Docket No. 05-00258 - Response of TRA Investigative Staff to Atmos' Motion for 
Expedited Review of Hearing Officer Order (June 22, 2006); 
Docket No. 05-00258- Consumer Advocate's Response to Atmos' Motion for Expedited 
Review of Hearing Officer Order (June 22, 2006); 
Docket No. 05-00258 - Response of Atmos Intervention Group to Atmos' Interlocutory 
Appeal, pages 2, 4-5; 
Docket No. 05-00258 - Consumer Advocate and Protection Division's Proposed Issues 
List for Phase II, paragraphs 1 and 4 (September 12, 2006); 
Docket No. 05-00258 - Phase 2 Issues List from Atmos Intervention Group (September 
12, 2006); 
Docket No. 05-00258 - Recommendation of the Hearing Officer Regarding the 
Dismissal of Phase Two and the Need for a Rulemaking to Resold Asset Management 
Issues, page 2 and Attachment A (Phase Two Issues List) (October 6, 2006); 
Docket No. 05-00258 - Order Closing Dockets and Moving Remaining Issues to New 
Docket, pages 1-4 (December 5, 2007); 

2 Jn Re: Petition for Approval of Contract Regarding Gas Commodity Requirements and Management of 
Transportation/Storage Contracts, Docket No. 11-00034, Order, page 5 (February 24, 2012). 
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Docket No. 07-00225 - Order Approving Stipulation and Settlement Agreement, 
Background, pages 1-2 and attached Exhibit 1, paragraphs 3, 4 and 6 (August 6, 2013); 
and 
Docket No. 07-00225 - Response of the Parties to Hearing Officer's May 21, 2012 
Request for Status Report. 

REQUEST NO. 2: If the TRA Party Staff contends that the proposed revision to the 

Performance Based Ratemaking Mechanism Rider should have been part of the settlement in 

TRA Docket No. 07-00225, please state the basis for the contention, including but not limited to, 

any facts supporting that contention. Please produce copies of any documents that support any 

such contention. 

RESPONSE: 

Party Staff never expressed an opinion that the deadband provision of the tariff should 
have been litigated or addressed separately in Docket No. 07-00225. Party Staffs 
position is that since the triennial review was part of the settlement reached and that the 
settlement purported to settle all issues in the docket, then asset management practices of 
Atmos would be evaluated in the context of the PBR and the related sharing incentives. 
If that is the case, it is premature to address one specific incentive provision of the tariff 
in isolation. The TRA should have the benefit of the independent consultant's report 
before making a decision on changing any incentive provision of the PBR 

REQUEST NO. 3: Does the TRA Party Staff have any information and/or documents 

other than the settlement agreement itself as to the issues or items discussed in settlement 

discussions between Atmos and the Consumer Advocate in TRA Docket No. 07-00225? If so, 

please provide that information and/or produce copies of any such documents. 

RESPONSE: No. 

REQUEST NO. 4: In its Motion to Intervene at ii 4, the TRA Party Staff stated that: 

Additionally, TRA Staff sent a data request to Atmos Energy 
Corporation ("Atmos") on October 21, 2013, requesting additional 
information from Atmos. On November 4, 2013, Atmos filed a 
response to the data request that objected to answering certain 
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questions. Party Staff asserts that the answers to these and other 
questions are essential to the TRA's analysis of Atmos' petition. 

Please provide the basis for the assertion that "the answers to these and other questions 

are essential to the TRA's analysis of Atmos' petition", including but not limited to an explicit 

description of the information sought and why it is "essential." 

RESPONSE: 

Atmos declined to respond fully to TRA Staffs Data Request No. 1 on the grounds that 
Atmos disagreed with the factual statements contained in the request and that they are not 
relevant to this proceeding. Atmos goes on to say that tariff issues were not litigated in 
Docket No. 07-00225 and are not covered by the triennial review procedures presented in 
the Settlement Agreement. Atmos also states that the Consumer Advocate was advised 
regarding the changes Atmos wanted to make to its tariff before the Settlement was 
approved, although the Consumer Advocate cannot confirm this statement. 
Despite Atmos' denial that review of the PBR tariff as it relates to asset management is 
relevant to this case, Party Staff disagrees. Based on the background of events that led to 
the opening of Docket No. 07-00225, Party Staff believes that the intent of that docket 
included questions regarding asset management practices of Atmos and the related 
sharing incentives contained in its PBR tariff. Party Staff attempted to discover from the 
parties to that docket the reasons why Atmos would file a petition to modify its PBR 
immediately following the approval of a Settlement and before the first review was 
conducted by the independent consultant. Atmos' reply failed to adequately respond to 
the question. Instead Atmos maintains that issues regarding modification of its PBR 
tariff and the review of asset management practices covered under the terms the 
Settlement Agreement are in no way related. The Consumer Advocate contradicts this 
position, however, in its response to TRA Staff Data Request No. 1. "Rather, as 
indicated in status reports filed in Docket No. 07-00225, the negotiations in that docket 
focused on scheduling a review of the incentive plan and recovery of attorney's fees."3 

[emphasis added] 

REQUEST NO. 5: In Paragraph 24 of the Affidavit of Pat Murphy, filed in this docket 

on November 25, 2013, Ms. Murphy stated that: 

If the provision for re-setting the lower end of the deadband is 
suspended for there (3) years as recommended by Dr. Klein in his 
Pre-Filed Testimony and remains at the current level (97.4%) or 
removed permanently (as Atmos has requested) and reverts back to 

3 Petition of Atmos Energy Corporation to Revise Performance Based Ratemaking Mechanism Rider in Tariff, 
Docket No. 13-00111, Response of Consumer Advocate and Protection Division to Data Requests of Authority Staff 
issued on October 21, 2013 (October 28, 2013). 
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the original 97.7%, there is a very good possibility that Atmos will 
be guaranteed an additional $1.25 million annually in PBRM 
savings for an undetermined number of years going forward with 
no additional effort on its part." (footnotes omitted). 

A. Please state the basis for the statement that "there is a very good possibility that 

Atmos will be guaranteed an additional $1.25 million annually in PBRM savings for an 

undetermined number of years going forward with no additional effort on its part," including but 

not limited to, any facts supporting this statement. 

RESPONSE: 

Atmos responded to TRA First Data Request, question #5 "Over the past four ( 4) years, 
total GPIM commodity savings reported by Atmos, audited by TRA Staff and upheld by 
TRA Orders were $10,981,909. Atmos confirms that savings attributed to avoided 
pipeline transportation costs for Asset Manager deliveries of city gas purchases total 
virtually all commodity savings reported."4 The last two (2) plan years, under the current 
TRA approved asset management agreement, 5 have generated enough commodity 
savings that Atmos was able to reach its $1.25 million cap both years under commodity 
savings alone.6 The Commodity Pricing, per contract, is indexed based ~!us/minus) to 
Inside FERC, NYMEX or Gas Daily depending on the type of purchase. The contract 
also calls for four (4) separate delivered gas supplies that result in the avoided pipeline 
transportation costs, which are added to the average basket of indexes to determine the 
benchmark. It is these avoided costs that have produced virtually all the commodity 
savings reported. 

The current contract expires March 31, 2014 and a new contract will take its place April 
1, 2014. It is Party Staffs understanding that the new contract has been awarded and will 
be filed with the TRA for approval as soon as it is finalized. If the gas pricing structure 
of the new contract mirrors the structuring of the last contract with its affiliate Atmos 
Energy Marketing, Atmos could very well experience similar results going forward for 
the next three (3) years. Party Staff, therefore, believes it is essential that any changes to 
the calculation of the benchmark, or surrounding deadband, be considered after the 
independent consultant issues his (her) report in the upcoming triennial review. Party 
Staff has put forth its argument in this case supporting the position that the review of 
asset management practices can and should include a review of the related PBR 
incentives. 

4 Response of Atmos to First Data Request of the TRA, Question number 5 (November 4, 2013). 
5 In Re: Petition for Approval of the Contract Regarding Gas Commodity Requirements and Management of 
Transportation/Storage Contracts, Docket No. 11-00034 (March 3, 2011 ). 
6 See attached TRA Party Staff Exhibit 2. 
7 For monthly spot purchases, the benchmark is calculated as the simple average of the applicable Inside FERC, NGI 
and NYMEX indexes. Swing purchases use the Gas Daily rate. 
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B. Please identify with specificity any documents or other information filed in this 

docket that were relied upon by Ms. Murphy to support the statement that "there is a very good 

possibility that Atmos will be guaranteed an additional $1.25 million annually in PBRM savings 

for an undetermined number of years going forward with no additional effort on its part." 

RESPONSE: 

Exhibit 5 to Affidavit of Pat Murphy 

C. Please produce copies of any documents or other information that are not filed in 

this docket that were relied upon by Ms. Murphy to support the statement that "there is a very 

good possibility that Atmos will be guaranteed an additional $1.25 million annually in PBRM 

savings for an undetermined number of years going forward with no additional effort on its part." 

RESPONSE: 

Atmos PBR filings for plan years 2009-2010, 2010-2011, 2011-2012, and 2012-2013 
(confidential filings); 
Direct Testimony of Rebecca M. Buchanan and attached Exhibit C (Docket No. 11-
00034) (confidential filings); and 
Asset Management and Gas Purchase & Sales Agreement, Request for Proposal (Docket 
No. 08-00024). 

In addition to the document already filed as Exhibit 5 to Affidavit of Pat Murphy, see 
attached TRA Party Staff Confidential Exhibit 2 and TRA Party Staff Exhibit 3. 

REQUEST NO. 6: Please identify each person whom TRA Party Staff expects to call 

as an expert witness at the hearing on the merits of this matter, and for each such person state the 

subject matter on which the witness is expected to testify; the substance of the facts and opinions 

to which the witness is expected to testify; and the grounds for each opinion to which the witness 

is expected to testify. 

RESPONSE: Pat Murphy (see Affidavit of Pat Murphy in Docket No. 13-00111). 
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REQUEST NO. 7: Please provide all workpapers, calculations, and documents that 

support the opinions, conclusions, proposals, and recommendations made by each person that the 

TRA Party Staff expects to call as an expert witness at the hearing on the merits of this matter. 

The workpapers and calculations should be in Excel working format with numbers, formulas, 

and linked files provided. 

RESPONSE: 

See attached Confidential CD containing Staff Workpapers in Excel format in addition to 
the documents identified in Exhibits 1 and 3 and Confidential Exhibit 2. 

REQUEST NO. 8: Please produce a copy of all hearing exhibits and other documents 

that the TRA Party Staff plan to introduce, use or reference at the hearing on the merits of this 

matter. 

RESPONSE: All exhibits or other documents that may be used by Party Staff are attached to 
the Affidavit of Pat Murphy or as responses to the TRA Party Staffs Responses to Discovery 

Requests of Atmos Energy Corporation to TRA Party Staff and TRA Party Staffs Responses to 
First Discovery Request of Consumer Advocate and Protection Division to TRA Party Staff. 

Respectfully submitted, 

Shiva K. Bozarth, BPR # 022685 

Tennessee Regulatory Authority 

460 James Robertson Parkway 

Nashville, Tennessee 37243 
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CERTIFICATE OF SERVICE 

The undersigned hereby certifies that I have served a copy of the foregoing document on the 
following persons by U.S. Mail: 

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

Joe R. Shirley 
Vance Broemel 
Assistant Attorney General 
Office of Attorney General 
Consumer Advocate and Protection Division 
P.O. Box 20207 
Nashville, TN 37202 

~ 
. I I 

This the 10 day of January, 2014 

Shiva K. Bozarth 
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