NEAL & HARWELL, PLC

ATTORNEYS AT LAW
1201 DEMONBREUN STREET
SUITE 1000
NASHVILLE, TENNESSEE 37203

TELEPHONE
(615) 244-1713
) oM
FACSIMILE (615) 238-3524 (DIRECT)
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NEALHARWELL.COM

November 13, 2017

Sharla Dillon VIA E-MAIL AND HAND DELIVERY
Dockets Manager

Tennessee Public Utility Commission

502 Deaderick Street, 4" Floor

Nashville, TN 37242

RE:  Atmos Energy Corporation — 2017 ARM Reconciliation Filing
Dear Ms. Dillon:

Enclosed are Atmos Energy Corporation’s Responses to the Fifth Discovery Requests of
the Consumer Protection and Advocate Division.

Working Excel copies to responses to 5-05, 5-06, 5-07, and 5-09 have been included with
the email service copy for use by TPUC staff.

Please feel free to contact me if you have any questions.

Best regards.
Sincerely,
A. Scott Ross
ASR:prd
Enclosures

Vance Broemel, Esq. vance.broemel@ag.tn.gov
Wayne Irvin, Esq. wayne.irvini@ag.tn.gov
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REQUEST:

Refer to the Company's November 2, 2017, e-mail response from Greg Waller to Hal Novak
which is set out (in bold) below.

Greg-
Good morning. I'm having trouble precisely reconciling allocated depreciation
expense, and was hoping that you could point me in the right direction.

As you can see in the table below for May 2017, Division 91 ties perfectly while
Divisions 12 and 02 don’t reconcile exactly right. Am I missing something?

MAY 2017 Division 91 | Division 12 | Division 02
Total Depr. Expense (AP Trial Balance) $3,550 $681,335] $1,167,782
TN Allocation Factor (Plant Balances) 41.88% +4.52% 4.33%
TN Allocated Depr. Expense $1,487 $36,796 $50,565
TN Reported Depr. Expense (WP 6-1) 1,487 29,698 43,010
Difference S0 $1,098 $7,555

Hal,
Here is our explanation. Let me know if you need anything further.
Greg

Shared Services General Office (Div 002) depreciation expense is primarily allocated
to the business units using the 3-factor composite allocator and Shared Services
Customer Support (Div 012) is primarily allocated using the customer factor.
However, the depreciation expense related to the CKV Center, Greenville Data Center,
Aligne pipe system and AEAM assets (Div 002 assets that support all business units
except APT) use separate allocation factors. Due to this, a recalculation using only
the 3-factor composite and customer factor will show a variance with what was
recorded in the GL.

With respect to the Company's e-mail response, provide the calculation and description of
the Company's allocation methodology that is actually used to allocate internal costs from
Divisions 2, 12, 91 to Tennessee for fiscal years 2016 and 2017 (based on 2015 and 2016
data). In addition, provide the calculation and description of the Company's allocation
methodology that is actually used to allocate internal costs from the Greeneville, CKV,
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Align (ALGN) and Atmos Energy/Atmos Marketing (AEAM) assets to Tennessee for fiscal
years 2016 and 2017 (again based on 2015 and 2016 data).

RESPONSE:

The Company's Cost Allocation Manual (CAM), which was provided in the Company's
response to CPAD DR No. 3-13, is the source of the methodologies used to allocate costs
in the Company's general ledger. For allocated depreciation expense, separate allocators
are calculated to allocate depreciation expense associated with four unique sets of assets
(CKYV, Greenville, Aligne, AEAM). While this level of detail is not specified in the CAM, the
allocators used are the same ones developed to allocate shared rate base items from these
same four sets of unique assets for ratemaking purposes. The development and support
for the calculation of all factors has been provided in every docket filed pursuant to the
ARM.
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REQUEST:
Refer to the 2016 and 2017 allocation factors (based on 2015 and 2016 fiscal year data)

contained on the "Summary" tab of the "Plant Balances 2017 TN True-Up Filing"
spreadsheet included with the Company's filing and are presented below:

2016 Allocation 2017 Allocation

DIVISION/ASSET Factor Factor
Division 02 4.43% 4.33%
Greenville 1.33% 1.29%
Division 12 4.46% 4.52%
CKV 0.97% 1.86%
Division 91 43.23% 41.88%
Division 93 100.00%0 100.00%
AEAM 5.31% 5.36%
ALGN 0.00% 0.00%

a. Are the allocation factors shown above used to allocate internal costs to Tennessee

on the Company's financial statements or do these factors only represent pro forma
allocators that are used solely within the ARM budget and reconciliation filings?

b. If these allocation factors represent pro forma calculations that are only used for the
ARM budget and reconciliation filings, then provide a copy of the internal reporting
allocation calculation along with an explanation of the methodology used to allocate
costs to Tennessee on the Company's internal financial statements.

RESPONSE:

a. The allocation factors shown in the request are used to allocate costs in the
Company's general ledger pursuant to the Company's Cost Allocation Manual
(CAM), which was provided in the Company's response to CPAD DR No. 3-13 and
for the allocation of shared rate base items for ratemaking purposes pursuant to the
Approved Methodologies.

b. See the response to subpart (a).
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REQUEST:

Refer to the "Summary" tab of the spreadsheet attachments included in the Company's
response to CPAD 3-2, CPAD 3-3 and CPAD 3-4 regarding the supporting data for
allocation factor calculations for Plant, Operation & Maintenance Expenses and Customer
counts. The Company's responses indicate that it has made certain out-of-period pro forma
adjustments to the allocation factor calculations for the following transactions:

a)

The Sale of Atmos Energy Marketing effective January 1, 2017

The formation of Atmos Energy Louisiana Industrial Gas (AELIG) effective January 1,
2017.

The acquisition of EnLink North Texas Pipeline effective December 20, 2016.

Provide the support within the agreed upon procedures for including these out-of-
period pro forma adjustments in the allocation factor calculations.

Provide a citation in the current petition or testimony where the Company provided
notice that these out-of-period pro forma adjustments to the allocation factors were
included in the ARM reconciliation.

RESPONSE:

The Approved Methodologies require that each forward looking test year be filed
using the allocation factors that are effective at the time the filing is prepared. The
annual reconciliation requires that the Company substitute actual results in place of
previously forecasted data for all aspects of cost of service. Actual results include
costs that are allocated using actual allocation factors that were in effect at the time
the entries were made. The Company only updates allocation factors when a
material event such as a material acquisition or disposition occurs mid-year. The
last time such adjustments were made was following the Company's disposition of
its Missouri, Iflinois, lowa and Georgia properties.

The Company, in the revenue requirement schedules and supporting workpapers,
substituted actual results in place of previously forecasted data for all aspects of
cost of service as required. The allocated costs recorded in the Company's general
ledger are reflective of the allocation factors used to make the entries. The
Company would note that, because each forward looking test year bridges two of
the Company's fiscal years, the reconciliation will always involve a change in
allocation factors compared to what was originally filed. For example, the forward
looking test
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year in Docket No. 17-00012 spanned June 2017 to May 2018. The entire forward
looking test year was prepared using FY17 allocation factors since they were known
at the time of the filing. When the Company prepares the reconciliation of that test
year, it will apply the FY 17 factors to June 2017 - Sept 2017 and the FY18 factors to
Oct 2017 - May 2018 as they will be known by the time the reconciliation occurs, will
more accurately reflect actual costs and will have been the ones used to make
accounting entries for that time period.
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REQUEST:

Refer to the "Summary" tab of the "FY17 Alloc Factor Support Plant" spreadsheet
attachment included in the Company's response to CPAD 3-2 regarding the supporting data
for allocation factor calculations for Property, Plant & Equipment. Provide the source and
support for the out-of-period property transfer of $3,852,535 from AEM to KIMS.

RESPONSE:

Please see the Company's response to CPAD DR No. 4-09.
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REQUEST:
Refer to the "Summary" tab of the "FY17 Alloc Factor Support Plant" spreadsheet
attachment included in the Company's response to CPAD 3-2 regarding the supporting data

for allocation factor calculations for Property, Plant & Equipment. Provide the source and
support for the out-of-period property transfer of $4,937,389 from AEM to AELIG.

RESPONSE:
Please see Attachment 1.

ATTACHMENT:

ATTACHMENT 1 - Atmos Energy Corporation, CPAD_5-05_Att1 - Alloc Factor Support for
AELIG Plant Transfer.xIsx, 1 Page.
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REQUEST:

Refer to the "Summary” tab of the "FY17 Alloc Factor Support Plant" spreadsheet
attachment included in the Company's response to CPAD 3-2 regarding the supporting data
for allocation factor calculations for Property, Plant & Equipment. Provide the source and
support for the out-of-period property acquisition of $137,247,122 for EnLink North Texas
Pipeline.

RESPONSE:
Please see Attachment 1.

ATTACHMENT:

ATTACHMENT 1 - Atmos Energy Corporation, CPAD_5-06_Att1 - Alloc Factor Support for
EnLink Plant Acquired.xlsx, 1 Page.
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REQUEST:

Refer to the "Summary" tab of the spreadsheet attachment included in the Company's
response to CPAD 3-3 regarding the supporting data for allocation factor calculations for
Operation & Maintenance Expenses. Provide the source and support for the out-of-period
O&M Expense of $196,300 for AELIG.

RESPONSE:

Please see Attachment 1.

ATTACHMENT:

ATTACHMENT 1 - Atmos Energy Corporation, CPAD_5-07_Att1 - Alloc Factor Support for
AELIG O&M.xlIsx, 1 Page.
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REQUEST:

Refer to the "Summary" tab of the spreadsheet attachment included in the Company's
response to CPAD 3-3 regarding the supporting data for allocation factor calculations for
Operation & Maintenance Expenses. Explain why the Company has not considered any
out-of-period O&M Expenses for EnLink North Texas Pipeline in its allocation factor
calculations.

RESPONSE:

The gross plant balance used for our APT allocation factor was updated to reflect the
known and measurable change in gross plant of $137,247,122 as a result of the EnLink
plant acquisition. A projection of changes to O&M were not made for allocation purposes.
There were no significant changes to headcount as a result of this plant acquisition. In
addition, the Company has not historically used projected amounts in it's allocation factor
calculation.
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REQUEST:

Refer to the "Summary" tab of the spreadsheet attachment included in the Company's
response to CPAD 3-4 regarding the supporting data for allocation factor calculations for
Customer Counts. Explain why the Company has not considered any out-of-period
Customer Counts for EnLink North Texas Pipeline in its allocation factor calculations.

RESPONSE:
There were seven additional customers in APT due to the EnLink acquisition at January

2017. As the change was so small compared to our total Company customer count of over
three million the allocation percentages were not impacted.
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Atmos Energy Corporation
AELIG Customer Count { Co 220)

Calendar Month _ Company code _ Service Area _Contract Account __ Count
02 2017 0220 0059 3047660672 1
02.2017 0220 0059 3047660681 1
022017 0220 0059 3047660743 1
02.2017 0220 0059 3047660752 1
02.2017 0220 0059 3047660761 3
02.2017 0220 0053 3047660770 1
02.2017 0220 0059 3047660789 1
02.2017 0220 0059 3047660798 1
02.2017 0220 0059 3047660805 1
02.2017 0220 0059 3047660814 1
02.2017 o220 0059 3047660823 1
02.2017 0220 0059 3047660832 1
022017 0220 0059 3047660841 1
022017 0220 0059 3047660869 1
022017 0220 0059 3047660878 1
02.2017 0220 0059 3047660887 1
022017 0220 0059 3047660903 1
012017 0220 0059 1047660912 1
022017 0220 0059 3047660930 1
02.2017 0220 0059 3047660949 1
022017 0220 0059 3047660976 1
02.2017 0220 0059 3047660985 1
02.2017 0220 0059 3047660934 1
02.2017 0220 0059 3047674005 1
022017 0220 0059 3047674041 1
022017 0220 0059 3047674078 1
022017 0220 0059 3047674087 1
02.2017 0220 0059 3047674096 1
022017 0220 0059 3047674103 1
02.2017 0220 0059 3047674112 1
022017 0220 0059 3047674321 1
02.2017 0220 0059 3047674130 1
922017 Q220 059 3047674201 1
022017 0220 0059 3047674238 1
02,2017 0220 0059 3047674685 1
02.2017 0220 0059 3047674881 1
02.2017 0220 0059 3047675035 1
02.2017 0220 0059 3047675102 1
02,2017 0220 0059 3047675111 1
022017 0220 0059 3047675120 1
02.2017 0220 0059 3047675139 1
02.2017 0220 0059 3047675148 1
02.2017 0220 0059 3047675157 1
02.2017 0220 0059 3047675166 1
02.2017 0220 0059 3047675175 1
02.2017 0220 0059 3047675184 1
02.2017 0220 0059 3047675193 H
02.2017 0220 9053 3047675200 1
02.2017 0220 0059 3047675219 1
022017 0220 0059 3047675228 1
02.2017 0220 0059 3047675237 1
02.2017 0220 0059 3047675246 1
02.2017 0220 0059 3047675255 1
02.2017 0220 0059 3047675264 1
02,2017 0220 0059 3047675273 1
02.2017 0220 0059 3047675282 1
02.2017 0220 0059 3047675693 1
022017 0220 0059 3047675700 1
02.2017 0220 0059 3047675719 1
02.2017 0220 0059 3047675728 1
02.2017 0220 0059 3047675737 1
022017 0220 0059 3047675746 1
022017 0220 0053 3047675755 1
02.2017 0220 0053 3047675764 1
022017 0220 0059 3047675862 1
02.2017 0220 0059 3047675942 1
02.2017 0220 0059 3047675951 1
02,2017 0220 0059 3047675960 1
02.2017 0220 0059 3047675988 1
02.2017 0220 0053 3047676003 1
02.2017 0220 0059 3047676012 1
02.2017 0220 0059 3047676021 1
02.2017 0220 0053 3047676030 1
02.2017 0220 0059 3047676085 1
022017 0220 0059 3047676094 H
02.2017 0220 0059 3047676101 1
02.2017 0220 0059 3047676110 1
022017 0220 0059 47676147 1
02.2017 0220 0059 3047726011 1
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