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IN THE TENNESSEE PUBLIC UTILITY COMMISSION
AT NASHVILLE, TENNESSEE

IN RE:

TENNESSEE PUBLIC UTILITY
COMMISSION INVESTIGATION OF
IMPACTS OF FEDERAL TAX REFORM
ON THE PUBLIC UTILITY REVENUE
REQUIREMENTS

Docket No. 18-00034

ATMOS ENERGY CORPORATION
ANNUAL RECONICLIATION OF
ANNUAL REVIEW MECHANISM

Docket No. 18-00097
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STIPULATION AND SETTLEMENT AGREEMENT

In a global stipulation and settlement of these two matters, Tennessee Public Utility
Commission (TPUC or Commission) Docket Nos. 18-00034 and 18-00097, Herbert H. Slatery
III, the Tennessee Attorney General and Reporter, by and through the Consumer Advocate
Unit (Consumer Advocate) of the Financial Division and Atmos Energy Corporation (Atmos
Energy or the Company), respectfully submit this Stipulation and Settlement Agreement
(Settlement Agreement). The Consumer Advocate and Atmos Energy (individually, a
Party and collectively, the Parties) recognize that these two Dockets have not been
formally merged into a single docket. However, due to issues within the Dockets that
overlap or are interrelated, the Parties determined that subject to Commission approval
the use of this single, global Settlement Agreement is the most appropriate approach to

resolving these Dockets.
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L BACKGROUND
A. TPUC Docket No. 18-00034 (Tax Docket)

I On December 22, 2017, President Trump signed into law the Tax Cuts and Jobs
Act (TCJA). Among other provisions, the TCJA lowers the federal corporate tax rate from 35%
to 21%.!

2, In the public utility context, regulated utilities will realize significantly reduced
federal income tax expense as a result of the TCJA.2 Further, as a result of the lower federal tax
rate, utilities will experience excess deferred tax reserves.> These reserves accumulate funds for
the future payment of federal income tax. Effective with implementation of a lower federal income
tax rate, a portion of these future obligations, paid by ratepayers, was effectively cancelled.
Funding for these cancelled obligations was provided by ratepayers, and such funds should be
returned to ra‘[epayers.4

3 On February 6, 2018, the Commission issued its Order in TPUC Docket No. 18-
00001 opening an investigation into the effects of the TCJA on certain public utilities.” The Order
required Tennessee’s five largest public utilities — Tennessee American Water Company,

Piedmont Natural Gas, Kingsport Power Company, Atmos Energy Corporation, and Chattanooga

! Act to Provide for Reconciliation Pursuant to Titles I and V of the Concurrent Resolution on the Budget for Fiscal
Year 2018. Pub. L. No. 116-97, 133 Stat. 2054 (Dec. 22, 2017).

2 Order Opening an Investigation and Requiring Deferred Accounting Treatment, In Re: Tennessee Public Ultility
Commission Investigation of Impacts of Federal Tax Reform on the Public Utility Revenue Requirements, TPUC
Docket No. 18-00001, pgs. 2, 4 (February 6, 2018). .

3 Commission’s Order, TPUC Docket No. 18-00001, pg. 4.

* Consumer Advocate’s Petition to Intervene, In Re: Tennessee Public Utility Commission Investigation of Impacts of
Federal Tax Reform on the Public Utility Revenue Requirements, TPUC Docket No. 18-00001, pg. 2, I3 (March 13,
2018). -

> TPUC Docket No. 18-00001was first set on the TPUC Conference Agenda on January 16, 2018. During this January
Conference, the TPUC voted to open an investigation into the impacts of the recent federal tax reform and directed
action by both utilities and the TPUC staff. Transcript, pgs. 8-12. The Commission issued its written order on
February 6, 2018.
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Gas Company — to file reports with the Commission by March 31, 2018 regarding the impact of
the TCJA.S

4. Further, each of these utilities was directed to include three subject areas in the
reports: (a) the portion of revenue representing the difference between the cost of service in the
utility’s most recent rate case and the cost of service if the tax rate had been 21% rather than 35%;
(b) the excess deferred tax reserve caused by the reduction in the corporate tax rate; and (c) any
other tax effects experienced by the utility resulting from the TCJA.

5. On March 29, 2018, Atmos Energy filed its report in Response to the Commission’s
Order in TPUC Docket No. 18-00001 (Response).® In response to Atmos Energy’s filing, the
Commission opened the present TPUC Docket 18-00034 separate from the original docket and
separate from the other utilities previously named ih the Commission’s Order.’

6. On April 24, 2018, the Consumer Advocate filed a Petition to Intervene in this
Docket. ' The intervention petition was subsequently granted without objection.'!

7. On October 8, 2018, Atmos Energy’s Witness, Jennifer K. Story, filed testimony in

support of Atmos Energy’s Response to the Commission’s Order.!?

¢ Commission’s Order, TPUC Docket No. 18-00001, pgs. 5-6.

7 Commission’s Order, TPUC Docket No. 18-00001, pgs. 4-5.

® Response of Atmos Energy Corporation to the Commission Order Opening An Investigation and Requiring Deferred
Accounting Treatment, TPUC Docket No. 18-00034 (March 29, 2018).

° E-mail from Kelly Cashman-Grams, General Counsel, Tenn. Public Utility Comm. to Roberta Davis, Paralegal,
Hunter, Smith & Davis, LLP (March 29, 2018, 1:41PM CT). In this e-mail, Ms. Cashman-Grams advised that
compliance filings in response to TPUC Docket No. 18-00001 of each utility should be made in a separate docket
from TPUC Docket No. 18-00001.

1% Consumer Advocate’s Petition to Intervene, In Re: Response of Atmos Energy Corporation to the Commission’s
Order Opening an Investigation and Requiring Deferred Accounting Treatment, TPUC Docket No. 18-00034 (April
24,2018).

"' Order Granting the Petition to Intervene Filed by the Consumer Advocate, In Re: Response of Atmos Energy
Corporation to the Commission’s Order Opening an Investigation and Requiring Deferred Accounting Treatment,
TPUC Docket No. 18-00034 (June 11, 2018).

12 Pre-Filed Testimony of Jennifer K. Story on Behalf of Atmos Energy Corporation, In Re: Response of Atmos Energy
Corporation to the Commission’s Order Opening an Investigation and Requiring Deferred Accounting Treatment,
TPUC Docket No. 18-00034 (October 8, 2018).
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8. On November 21, 2018, Atmos Energy filed updated financials based upon the
fiscal year ending September 30, 2018.

0. On December 21, 2018, the Consumer Advocate’s witness, David N. Dittemore,
filed testimony.'?

10. On January 23, 2019, Atmos Energy’s Witness, Jennifer K. Story, filed rebuttal
testimony.'*

B. TPUC Docket No. 18-00097 (ARM Reconciliation Docket)

11. On September 4, 2018, Atmos Energy filed its Petition of Atmos Energy For
Approval of 2018 Annual Reconciliation Filing in TPUC Docket No. 18-00097 (ARM
Reconciliation Petition).'® In the same filing on this date, Atmos Energy’s witness, Gregory K.
Waller, filed testimony in support of the ARM Reconciliation Petition.'®

12. On October 9, 2018, the Consumer Advocate filed a Petition to Intervene in this
Docket. 7 The intervention petition was subsequently granted without objection.'®

13.  On January 9, 2019, the Consumer Advocate filed direct testimony of two
witnesses, David Dittemore'® and William H. Novak.2

14. On February 6, 2018, Atmos Energy filed rebuttal testimony of two witnesses,

13 Direct Testimony of David Dittemore, In Re: Response of Atmos Energy Corporation to the Commission’s Order
Opening an Investigation and Requiring Deferred Accounting Treatment, TPUC Docket No. 18-00038 (December
21, 2018).

14 Rebuttal Testimony of Jennifer K. Story on Behalf of Atmos Energy Corporation, In Re: Response of Atmos Energy
Corporation to the Commission’s Order Opening an Investigation and Requiring Deferred Accounting Treatment,
TPUC Docket No. 18-00034 (January 23, 2019).

'S In Re: Atmos Energy Corporation Annual Reconciliation of Annual Review Mechanism, TPUC Docket No. 18-
00097 (September 4, 2018).

16 Pre-Filed Testimony of Gregory K. Waller on Behalf of Atmos Energy Corporation, TPUC Docket No. 18-00097
(September 4, 2018).

\7 Consumer Advocate’s Petition to Intervene, TPUC Docket No. 18-00097 (October 9, 2018).

18 Order Granting the Petition to Intervene Filed by the Consumer Advocate, TPUC Docket No. 18-00097 (October
25,2018).

19 Direct Testimony of David Dittemore, TPUC Docket No. 18-00097 (January 9, 2019).

2 Direct Testimony of William H. Novak, TPUC Docket No. 18-00097 (January 9, 2019).
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Gregory K. Waller?! and Jennifer K. Story®2.
II. SETTLEMENT AGREEMENT TERMS

15. The Parties to this Settlement Agreement have engaged in discovery and have
undertaken discussions to resolve all disputed issues in these cases. As a result of the information
obtained during discovery and the discussions between the Parties, and for the purpose of avoiding
further litigation and resolving this matter upon acceptable terms, the Parties have reached this
Settlement Agreement. Subject to the TPUC’s -approval, in furtherance of this Settlement
Agreement, the Parties have agreed to the settlement terms set forth below:

A. Reduction in Federal Income Tax Rate

16. The issue in this subsection concerning the reduction in federal income tax rates
under the TCJA was raised in both TPUC Docket Nos. 18-00034 and 18-00097.

17. The Parties agree that the recommendation set out in Consumer Advocate witness
Novak’s Direct Testimony in the ARM Reconciliation Docket for a pro forma blended federal tax
rate that reflects a systematic adjustment from the pre-2018 tax rate to the current rate is the correct
tax rate for purposes of the ARM Reconciliation Docket.”> Mr. Novak’s recommendation was to
agree with and accept the Company’s proposed tax rate calculation. ** Specifically, the Parties
agree, and recommend that the Commission approve, a blended rate of 29.26%. Further, such
blended rate shall be used in the ARM Reconciliation Docket to take into account the income tax

savings from the TCJA’s reduction of the federal corporate tax rate from 35% to 21%.

21 Rebuttal Testimony of Gregory K. Waller on Behalf of Atmos Energy Corporation, TPUC Docket No. 18-00097
(February 6, 2019).

22 Rebuttal Testimony of Jennifer K. Story on Behalf of Atmos Energy Corporation, TPUC Docket No. 18-00097
(February 6, 2019).

23 Novak Direct Testimony, TPUC Docket No. 18-00097, pg. 4, lines 19-21.

24 Id
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18. For TPUC Docket No. 18-00034, the Parties agree that going forward Atmos
Energy’s annual review mechanism (ARM) as established in TPUC Docket No. 14-00146 provides
the mechanism to address the Income Tax Savings from the TCJA’s reduction of the federal
corporate tax rate from 35% to 21%.

B. Correction of Tax Rates for Calculating Allowance for Funds Used During
Construction (AFUDC)

19.  The issue in this subsection concerning the correction of tax rates for calculating
AFUDC was raised in TPUC Docket No. 18-00097.

20. The Parties agree that the recommendation set out in Consumer Advocate witness
Novak’s Direct Testimony in the ARM Reconciliation Docket that the methodology used by
Atmos Energy for calculating AFUDC be used along with the tax rates of 6.5% for state and
29.26% for federal should be adopted by the Comrﬁission.”

C. Calculation of Gross-Up Factors

21. The issue in this subsection concerning the calculation of gross-up factors was
raised in TPUC Docket No. 18-00097.

22. As reflected in the Consumer Advocate witness Novak’s Direct Testimony, Table
5,26 two ratios — or gross-up factors — are used to convert any operating margin deficiency or

21 Those two factors are the

surplus approved by the Commission into operating revenues.
Forfeited Discount factor and the Uncollectible Expense factor. The Parties agree that the
recommendation of Consumer Advocate witness Novak to use Operating Revenue in those

calculations, as reflected on Table 5 of Mr. Novak’s testimony, is the correct methodology for the

calculation of those respective factors. Thus, the Parties agree for purposes of the ARM

25 Novak Direct Testimony at pg. 18, line 9, Table 6.
2 Novak Direct Testimony at pg. 15, Table 5.
27 Novak Direct Testimony at pg. 16, lines 8-14.
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Reconciliation Docket, that a forfeited discount ratio of 0.005167 and an uncollectible expense
ratio of 0.001731.28

23. The Parties agree, however, that the Company has not waived its right to challenge
such methodology in future dockets. The resolution of this issue has no precedential impact on
positions that any Party may take regarding this issue in an existing or future Atmos Energy docket.

D. Long-Term Debt and Stockholder’s Equity to Compute Capital Structure

24. The issue in this subsection concerning the calculation of capital structure was
raised in TPUC Docket No. 18-00097.

25.  The Parties agree, for the purpose of resolving this issue in the ARM Reconciliation
Docket, with the recommendation set out in the rebuttal testimony of Company witness Mr. Greg
Waller that end-of-period balances be used for long term debt and shareholders’ equity in the
computation of capital structure.

26.  The Parties agree, however, that the Consumer Advocate has not waived its right
to challenge such methodology in future dockets. The resolution of this issue has no precedential
impact on positions that any Party may take regarding this issue in an existing or future Atmos
Energy docket.

E. Annualizing Versus Actual Expenses for Long Term Debt

27.  The issue in this subsection concerning the calculation of the long term debt rate
was raised in TPUC Docket No. 18-00097.

28. The Parties agree, for the purpose of resolving this issue in the ARM Reconciliation

Docket, with the recommendation set out in the rebuttal testimony of Company witness Mr. Greg

28 Novak Direct Testimony at pg. 15, line 11, Table 5.
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Waller that certain debt cost expenses should be annualized in the calculation of the long term debt
rate.

29.  The Partics agree, however, that the Consumer Advocate has not waived its right
to challenge such methodology in future dockets. The resolution of this issue has no precedential
impact on positions that any Party may take regarding this issue in an existing or future Atmos
Energy docket.

F. Synchronization of Accumulated Deferred Income Tax (ADIT)

30.  The issue in this subsection concerning the synchronization of ADIT was raised in
both TPUC Docket Nos. 18-00034 and 18-00097.

31. The Parties agree that in order to properly synchronize certain operating and
maintenance (O&M) costs for ratemaking certain adjustments must be made to Atmos Energy’s
ADIT balance. The Parties agree that the recommendation of Consumer Advocate witness
Dittemore to remove certain amounts (Pension Expense, Restricted Stock Program, Restricted
Stock — MIP, MIP/VPP Accrual) from the Atmos Energy’s ADIT accounts (with the exception of
certain Directors Stock Award amounts) for ratemaking purposes is the correct methodology.

Thus, the Parties agree to the adjustments described in the table below.*

29 The original table is set out in Dittemore Direct Testimony, pg. 5, TPUC Docket No. 18-00097 (January 9, 2019).
The table in this Settlement Agreement has been revised with the removal of “line 5” which is the Director’s Stock
Award as described in Story Rebuttal Testimony, pg. 4, line 14, through pg. 5, line 9 and fh. 3, TPUC Docket No. 18-
00097 (February 6, 2019).
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Attrition Year 13
Line Description Month Average

1 Accumulated Deferred Income Tax (41,695,007) A/

Adjustments

2 To Remove Pension Expense (679,249) BB/
3 To Remove Restricted Stock Program 93,067 B/
4 To Remove Restricted Stock- MIP /C 480,664 B/
6 To Remove MIP/VPP Accrual /C (28,606) B/
7 Total Adjustments (134,123)
8 Adjusted Total (41,560,884)

A/ Attrition Period Trial Balance 5.31.18.xJsx from TPUC Docket No. 18-00097
B/ ADIT 06-30-18.x!sx from TPUC Docket No. 18-00097
C/ Management Incentive Plan/Variable Pay Plan from TPUC Docket No. 18-00097

The Parties agree that the appropriate modification to the Atmos Energy proposed ADIT balance
associated with synchronizing components of the ADIT with their corresponding treatment within
Operating and Maintenance costs reduces the ADIT balance $134,123.

G. Synchronization of ADIT Calculation with a Tennessee Specific Excise Tax Rate

32. The issue in this subsection concerning synchronization of ADIT with a Tennessee
specific excise tax rate was raised in TPUC Docket No. 18-00097.

33. Atmos Energy’s proposed ADIT balance is comprised of a number of individual
book/tax timing differences multiplied by federal and state tax rates. The Parties agree to use the
Tennessee specific excise tax rate for both income tax expense and ADIT. More specifically, the
Parties agree that Atmos Energy shall calculate the Tennessee ADIT using the Tennessee State
Excise Tax Rate in its Income Tax Expense and within its Division 93 (TN) ADIT balances.

34.  The result of this modification is an increase in the 13-month average balance of

ADIT of $6,953,884 and reduction to Atmos Energy’s rate base of $6,955,572.3% The difference

30 The difference in ADIT balance and rate base adjustment is due to the impact of the ADIT adjustment on cash
working capital.
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between these amounts and the $8.7 million adjustment proposed by the Consumer Advocate
reflects corrections to this amount as identified in the rebuttal testimony of Ms. Story. Specifically,
the use of the Tennessee state rate is applied to only those book/tax timing differences in which a
rate other than the Tennessee state tax rate was pre‘viously used.

35.  In addition to the adjustment discussed above, the stipulated adjustment reflects a
correction to the Regulatory Liability balance for the impact of Excess ADIT using the Tennessee
rate rather than a composite system average tax rate. The adjustment of $68,802 is applied to the
months of December 2017 - May 2018 resulting in an adjustment to the thirteen-month average
balance of $31,755.

36. The Rate Base as set forth in the Settlement Agreement (settlement Rate Base) is
reconciled with the Company’s original Rate Base3% as set forth in Exhibit A. This settlement Rate
Base also incorporates changes to the balance of Cash Working Capital consistent with other Rate
Base adjustments. The original balance of ADIT*? is reconciled with the settlement balance of
ADIT as set forth in Exhibit B. The original balance of Cash Working Capital®® is reconciled with
the settlement balance of Cash Working Capital as set forth in Exhibit C. The original balance of
the Atmos Regulatory Liability is reconciled with the settlement balance of the Atmos Regulatory
Liability as set forth in Exhibit D.>* The original balance of Accumulated Depreciation and
Amortization® is reconciled with the settlement balance of Accumulated Depreciation and
Amortization as set forth in Exhibit E. The original balance of Storage and Gas Investment® is

reconciled with the settlement balance of Storage and Gas Investment as set forth in Exhibit F.

31 Waller Direct Testimony, Exhibit GKW-1, Schedule 7, line 29.
32 Waller Direct Testimony, Exhibit GKW-1, Schedule 7, line 15.
33 Id. at Schedule 7, line 9.

3 14 at Schedule 7, line 13.

35 Id at Schedule 7, line 3.

36 Id. at Schedule 7, line 7.
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H. Classification of the Repair Deduction

37.  The issue in this subsection concerning the classification of the Repair Deduction
was raised in TPUC Docket No. 18-00034.

38.  The Repair Deduction results from the current deduction for certain costs as
incurred in computing federal taxable income, while those same costs are capitalized as plant-in-
service for financial reporting purposes and included in rate base for ratemaking purposes.’’
Although the Parties agree to the current estimate of total Excess ADIT, there is a difference of
opinion on the categorization of the Repair Deduction as either Protected or Unprotected Excess
ADIT? as reflected in the testimonies of Mr. Dittemore and Ms. Story in the Tax Docket. The
Parties agree to resolve the issue of the classification of the Repair Deduction in TPUC Docket 18-
00034 through the Private Letter Ruling (PLR) Process with the Internal Revenue Service (IRS)
in accordance with Rev Proc 2019-1 or its successor.

39.  Atmos Energy hereby represents that it does not have the vintage plant books and
records that would be required to calculate the reversal of excess ADIT under the Average Rate
Assumption Method (ARAM); therefore, Atmos Energy is utilizing the Reverse South Georgia
Method (RSGM).

40.  The Parties agree that the question posed to the IRS within the PLR is whether a

Company utilizing RSGM, due to lack of vintage plant records, must normalize Excess ADIT

associated with the Repair Deduction or whether Excess ADIT associated with the Repair

37 Dittemore Direct Testimony at pg. 16, lines 2-6.

38 For discussion of Protected Excess ADIT, see the testimony of the Consumer Advocate witness, Mr. Dittemore,
TPUC Docket No. 18-00034, pg. 6, line 13 —pg. 7, line 3.

3 For discussion of Unprotected Excess ADIT, see the testimony of the Consumer Advocate witness, Mr. Dittemore,
TPUC Docket No. 18-00034, pg. 7, lines 4-6.
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Deduction may be flowed back to ratepayers over an amortization period determined by the state
utility regulatory agency.

41. The Parties agree to continue their strong, collaborative working relationship
during this process of resolving the classification of the Repair Deduction. This includes
collaboration and information-sharing, in good faith, during the drafting of the PLR request prior
to Atmos Energy’s formal submittal of the PLR request to the Commission. Accordingly, Atmos
Energy agrees to (a) provide a draft copy of the PLR to the Consumer Advocate a reasonable
period of time before any filing of such draft at the Commission or IRS to permit review and
comment by the Consumer Advocate; (b) in good faith consider such comment and input from the
Consumer Advocate into such draft; (c) provide prdmpt notice to the Consumer Advocate of each
interaction, teleconference, or meeting with the Commission or IRS related to the PLR; and (d) to
not object to the participation by the Consumer Advocate in any proceeding, teleconference, or
meeting with the Commission or IRS related to the PLR, as permitted by Rev Proc 2019-1 or its
successor.

42.  Within 90 days of the Commission’s written approval of this Settlement
Agreement, Atmos Energy shall submit its draft PLR request to the Commission for review of the
request to determine whether it is adequate and complete with a copy provided to the Consumer
Advocate concurrently therewith. Atmos Energy égrees to provide prior notice to the Consumer
Advocate of any meeting or telephone conference with Commission staff concerning such
submission (along with a copy of any documents or materials pertinent to such meeting or
telephone conference) and, further, Atmos Energy agrees not to object to the intervention or

participation of the Consumer Advocate in any proceeding related to such submission. Within 30
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days of the Commission’s determination of whether the request is adequate and complete the
Company shall submit its PLR request to the IRS.

43. Within five business days of the IRS publishing the PLR, Atmos Energy will file a
copy in TPUC Docket No. 18-00034 for review and consideration by the Commission of issues,
including but not limited to, a determination of the balances of Protected and Unprotected Excess
ADIT and their corresponding amortization periods.

44. If for any reason the IRS declines to address the issue presented, Atmos Energy will
file notice of such decision within five business days. Within 60 days of this notice, the Parties
will submit their position to the Commission in TPUC Docket No. 18-00034 for review and
consideration by the Commission of issues, including but not limited to, a determination of the
balances of Protected and Unprotected Excess ADIT and their corresponding amortization periods.

45. The Parties agree that Atmos Energy will continue, on an interim basis, to amortize
its balance of Unprotected ADIT — as Atmos Energy has defined such balances — until resolution
of the appropriate Unprotected ADIT balance and amortization period is determined.

I. Amortization Periods of Excess ADIT

46. The issue in this subsection concerning amortization of Excess ADIT was raised in
TPUC Docket No. 18-00034.

47. The Parties recognize that the current amounts of Excess ADIT are estimates and
cannot be finalized until after Atmos Energy files its federal income tax return for its prior fiscal
year.

48. The Parties also recognize that the specific amounts for Unprotected and Protected
Excess ADIT cannot be finalized until after resolution of the classification of the Repair Deduction

as agreed to in Section IL.H. above.
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49. The Parties agree that the Company’s expenses related to the PLR Request that are
recoverable from ratepayers are capped at $100,000.

50. The Parties agree that due to the uncertainty regarding the resolution of the status
of the Repair Deduction, the classification between Protected and Unprotected of the Excess ADIT
between Protected and Unprotected cannot be determined at this time and is not defined in this
Settlement Agreement.

51. The Parties agree that the appropriate estimated amortization period for Protected
ADIT is 28 years, relying upon the RSGM method.

52.  Despite the lack of agreement regarding the classification of Protected and
Unprotected Excess ADIT, the Parties agree that the total rate base deduction for ADIT, is
$48,514,590 (13 month average as of May 31, 2018 which is the test period for the Reconciliation
docket) and the estimate of total Excess ADIT as of May 31, 2018 is $29,232,886.

5 The Parties agree that the Commission should reevaluate the matter of the
appropriate amortization period for Unprotected Excess ADIT upon resolution of the dispute
involving classification of the Repair Deduction.*’

54, The Parties agree that the amortizations of both the Protected and Unprotected
Excess ADIT should be credited to Income Tax Expense.

J. Revenue Requirement Surplus

55.  The issue in this subsection concerning revenue requirement was raised in TPUC
Docket No. 18-00097.

56.  As reflected in Settlement Agreement Schedules 1-12, the Parties agree that the

resulting revenue surplus in the ARM Reconciliation Docket is $4,053,984 (including carrying

40 The Company commenced 28 year amortization of Protected and Unprotected Excess ADIT on October 15, 2018.
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costs) which shall be the amount that will be incorporated into the Atmos Energy ARM filing,
TPUC Docket No. 19-00018, currently pending before the Commission.
K. Safety and Operating Performance Metrics

57. The issue in this subsection concerning safety and operating performance metrics
was raised in TPUC Docket No. 18-00097.

58.  The Parties agree that Mr. Dittemore’s proposals for safety and operating
performance metrics, as set out in his testimony, will be raised for consideration by the
Commission in the existing TPUC Docket No. 18-00112.

L. Appropriate Net Operating Loss (NOL) Balance Methodology for the Excess ADIT

59. The issue in this subsection concerning the method of determining the appropriate
NOL balance for Excess ADIT was raised in TPUC Docket No. 18-00034.

60. The Parties agree that, solely for the purpose of resolving this issue in the Atmos
Energy Tax Docket, Atmos Energy will not be required to identify the Tennessee specific NOL.
The Parties agree, however, that the Consumer Advocate has not waived its right to challenge such
methodology in future dockets. The resolution of this issue has no precedential impact on positions
that any Party may take regarding this issue in an ekisting or future Atmos Energy docket.*!

M. Atmos Energy’s Plant Accounting Accumulated Reserve Records

61. The issue in this subsection was raised in TPUC Docket No. 18-00034.

62. The Parties agree that for the purpose of resolving this issue in the Atmos Tax

Docket, Atmos Energy will not be required to upgrade its plant accounting accumulated reserve

4! The Consumer Advocate likewise reserves the right to challenge any other methodology incorporated in or position
taken by Atmos in the Tax Docket or the ARM Reconciliation Docket in future dockets. The resolution of the issues
in this Settlement Agreement has no precedential impact on any position that any Party may take in any future Atmos
docket.
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records or modify its accounting systems to accommodate ARAM.

63.  The Parties agree, however, that the Consumer Advocate has not waived its right
to challenge such methodology in future dockets. The resolution of this issue has no precedential
impact on positions that any Party may take regarding this issue in an existing or future Atmos
Energy docket.

J. General Terms

64.  All pre-filed discovery (formal and informal), testimony and exhibits of the
Parties will be introduced into evidence without objection, and the Parties waive their right
to cross-examine all witnesses with respect to all such pre-filed testimony. If, however,
questions should be asked by any person, including a Commissioner, the Parties may
present testimony and exhibits to respond to such questions and may cross-examine any
witnesses with respect to such testimony and exhibits. The Parties would ask to permit any
out of town witnesses to be available by telephone to reduce the costs associated with such
appearance.

65. After the filing of this Settlement Agreement, the Parties agree to support this
Settlement Agreement before the TPUC and in any hearing, proposed order, or brief conducted
or filed in these two Dockets. The provisions of this Settlement Agreement are agreements
reached in compromise and solely for the purpose of settlement of these two Dockets. The
provisions in this Settlement Agreement do not necessarily reflect the positions asserted by
any Party. None of the Parties to this Settlément Agreement shall be deemed to have
acquiesced in or agreed to any ratemaking or accounting methodology or procedural principle

except for the limited extent necessary to implement the provisions hereof.
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66. This Settlement Agreement shall not have any precedential effect in any
future proceeding or be binding on any of the Parties in this or any other jurisdiction except
to the limited extent necessary for the enforcement and implementation of the provisions hereof.

67. The Parties request the Commission to order that the settlement of any issue
pursuant to this Settlement Agreement shall not be cited by the Parties or any other entity
as binding precedent in any other proceeding before TPUC, or any court, state or federal,
except to the limited extent necessary to implement the provisions hereof and for the limited
purpose of enforcement should it become necessary.

68. The terms of this Settlement Agreement have resulted from extensive
negotiations between the signatories and the terms hereof are interdependent. The Parties
jointly recommend that TPUC issue an order adopting this Settlement Agreement in both
Dockets in its entirety without modification.

69. If the Commission does not accept the settlement in whole for both Dockets,
the Parties are not bound by any position or term set forth in this Settlement Agreement. In
the event that TPUC does not approve this Settlément Agreement in its entirety, each of the
signatories to this Settlement Agreement retains the right to terminate this Settlement
Agreement by giving notice of the exercise of such right within 15 business days of the date
of such action by TPUC; provided, however, that the signatories to this Settlement Agreement
could, by unanimous consent, elect to modify this Settlement Agreement to address any
modification required by, or issues raised by, TPUC within the same time frame. Should this

Settlement Agreement terminate, it would be considered void and have no binding
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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.

70. By agreeing to this Settlement Agreement, no Party waives any right to
continue litigating this matter should this Settlement Agreement not be approved by TPUC in
whole or in part.

71. No provision of this Settlement Agreement shall be deemed an admission of
any Party. No provision of this Settlement Agreement shall be deemed a waiver of any position
asserted by a Party in these two Dockets or any other docket.

72. The Consumer Advocate’s agreement to this Settlement Agreement is
expressly premised upon the truthfulness, accuracy and completeness of the information
provided by Atmos Energy to TPUC and the Consumer Advocate throughout the course
of these two Dockets, which information was relied upon by the Consumer Advocate in
negotiating and agreeing to the terms and conditions of this Settlement Agreement.

73. The acceptance of this Settlemen;t Agreement by the Attorney General shall
not be deemed approval by the Attorney General of any of Atmos Energy’s acts or
practices.

74. Each signatory to this Settlement Agreement represents and warrants that
it/he/she has informed, advised and otherwise consulted with the Party for whom it/he/she
signs regarding the contents and significance of this Settlement Agreement and has

obtained authority to sign on behalf of such Party, and based upon those communications,
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each signatory represents and warrants that it/he/she is authorized to execute this
Settlement Agreement on behalf of its/his/her respecting Party.

75. This Settlement Agreement shall be governed by and construed under the
laws of the State of Tennessee, Tennessee choice of law rules notwithstanding.

76. Nothing herein limits or alters the Sovereign Immunity of the State of
Tennessee or any of its entities or subdivisions.

77. The Parties agree that approval of the Settlement Agreement will become

effective upon the oral decision of TPUC.

The foregoing is agreed and stipulated to this QE) day ofM. 2019.

[Parties’ signature pages follow — remainder of page intentionally left blank]
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Stipulation and Settlement Agreement
Tennessee Public Utility Commission Docket Nos. 18-00034 and 18-00097
Atmos Energy Corporation Signature Page

ATMOS ENERGY CORPORATION.

HAVE SEEN AND AGREED.

BY: ,//
A. SCOTT ROSS, (BPR # 15634)
Neal & Harwell, PLC

1201 Demonbreun Street, Ste. 1000
Nashville, TN 37203

(615) 244-1713 — Telephone

(615) 726-0573 — Facsimile
sross(@nealharwell.com

[additional signature page follows — remainder of page intentionally left blank]
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Stipulation and Settlement Agreement
Tennessee Public Utility Commission Docket No. 18-00034 and 18-00097
Attorney General’s Signature Page
FINANCIAL DIVISION, CONSUMER ADVOCATE UNIT
HAVE SEEN AND AGREED.

By:

%M% -5%%

HERBERT H. SLATERY I ‘[‘B‘T’R #09077)
Attorney General and Ri.,porter
State of Tennessee

1.

KAREN H. STACHOWSKI (BPR # 019607)
Assistant Attorney General '
Office of the Attorney General

Financial Division, Consumer Advocate Unit
P.O. Box 20207

Nashville, Tennessee 37202-0207

Phone: (615) 741-1671

Fax: (615) 532-2910

Karen.Stachowski@ag.tn.gov

.—'-"""._---

WAYNE L\URVIN\tBPR # 030946)
Senior Assistant Attorney General

Office of the Attorney General

Financial Division, Consumer Advocate Unit
P.O. Box 20207

Nashville, Tennessee 37202-0207

Phone: (615) 741-1671

Fax: (615) 532-2910
Wayne.Irvin(@ag.tn.gov
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SETTLEMENT EXHIBIT A



Atmos Energy
Docket No, 18-00097
Adjustments to Rate Base

Resulting from the Application Adjustments to Cash Working Capital and ADIT

Original Cost of Plant

Accumulated Depreciation and Amortization
Construction Work in Progress per Books
Storage Gas Investment

Cash Working Capital

Material & Supplies

Regulatory Assets/Liabilities

Accumulated Deferred Income Tax
Customer Advances for Construction
Customer Deposits

Accumulated Interest on Customer Deposits
Unadjusted Rate Base

Adjustments:

Net Elimination of [ntercompany Leased Property

Total Rate Base

Settlement Exhibit A

311,527,846

A/ GKW-1 Reconciliation Revenue Requirement Model, Sch. 7, cell E19
B/ Settlement Exhibit SA-1 Reconciliation Revenue Requirement Model v3

304,640,464

As I;“gled Adjustments SettlE:nent Adjustment Reference
546,605,030 $ 546,605,030
(204,635,275) 9,733 (204,625,542) Settlement Exhibit E
18,629,890 18,629,890
4,561,487 (5,532) 4,555,955 Settlement Exhibit F
1,129,457 (40,061) 1,089,396 Settlement Exhibit C
31,504 31,504
(13,496,569) (31,755) (13,528,323) Settlement Exhibit D
(41,694,823) (6,819,767) (48,514,590) Settlement Exhibit B
(19,995) (19,995)
(1,624,926) (1,624,026)
(52,049) (52,049)
309,434,632 302,547,250
(3,401,987) (3,401,987)
5,495,201 5,495,201



SETTLEMENT EXHIBIT B



Atmos Energy

Docket No. 18-00097 Settlement Exhibit B
Adjustment to ADIT/Regulatory Liability

Resulting from the Application of TN specific Excise Tax Rate

As Filed Accumulated Deferred Income Tax (41,694,823) A/

Adjustment 1

Elimination of ADIT items related to Disallowed Expenses 134,123
Adjustment 2

Synchronization of ADIT with Statutory State Tax Rate (6,953,884)
Adjusted ADIT Balance _(nim
ADIT Balance per Settlement Exhibit SA-1 (48,514,590) B/
Difference —(®

A/ GKW-1 Reconciliation Revenue Requirement Model, Sch. 7, cell E19
B/ Settlement Exhibit SA-1 Reconciliation Revenue Requirement Model v3



SETTLEMENT EXHIBIT C



Atmos Energy
Docket No. 18-00097
Adjustment to Cash Working Capital

Resulting from the Application of TN specific Excise Tax Rate

A/ B/
As Filed Settlement Difference
Revenue Lag 37.50 37.50 0.00
Expense Lag 34.70 34.79 0.09
Net Lag 2.80 2.71 (0.09)
Daily Cost of Service 404,026 402,047 (1,979)
Cash Working Capital $ 1,129,457 $ (40,061)

$ 1,089,396

A/ GKW-1 Reconciliation Revenue Requirement Model, Sch. 7, cell E19
B/ Settlement Exhibit SA-1 Reconciliation Revenue Requirement Model v3

Settlement Exhibit C



SETTLEMENT EXHIBIT D



Atmos Energy

Docket No. 18-00097

Adjustment to Regulatory Assets/Liabilities Settlement Exhibit D
Resulting from the Application of TN specific Excise Tax Rate

A/ B/

As Filed Settlement Difference
Regulatory Assets/Liabilities  $ (13,496,569) (13,528,323) $ (31,755)
Monthly Balance Account 2530 - 27909 Account 2530 - 27909
May-17 - - $ B
Jun-17 - . - $ -
Jul-17 - - $ -
Aug-17 - - $ -
Sep-17 . = $ E
Oct-17 - - $ -
Nov-17 . - $ -
Dec-17 (29,321,046) (29,389,848) $ (68,802)
Jan-18 (29,321,046) (29,389,848) $ (68,802)
Feb-18 (29,321,046) (29,389,848) $ (68,802)
Mar-18 (29,164,084) (29,232,886) $ (68,802)
Apr-18 (29,164,084) (29,232,886) $ (68,802)
May-18 (29,164,084) (29,232,886) $ (68,802)
13 Month Average (13,496,569) (13,528,323) (31,755)

A/ GKW-1 Reconciliation Revenue Requirement Model, Sch. 7, cell E19
B/ Settlement Exhibit SA-1 Reconciliation Revenue Requirement Model v3



SETTLEMENT EXHIBIT E



Atmos Energy

Docket No. 18-00097

Adjustment to Accumulated Depreciation and Amortization
Resulting from the Updated CKV Calculation

As Filed Accumulated Depreciation and Amortization

Adjustment 1
Inclusion of SubAcct 39918 in Calculation of CKV Accum. Deprec.

Adjustment 2
To Adjust Div 12 Accum. Deprec. for the Removal of the Updated CKV Calculation

Total Adjustments
Settlement Accumulated Depreciation and Amortization
A/ GKW-1 Reconciliation Revenue Requirement Model, Sch. 7, cell E13

B/ Docket #18-00097 Response to CPAD DR 1-04 .
C/ Settlement Exhibit SA-1 Reconciliation Revenue Requirement Model v3

Settlement Exhibit E

$ (204,635,275) A/

(6,795) B/

16,529 B/

9,733

5 (204,625,542) C/




SETTLEMENT EXHIBIT F



Atmos Energy
Docket No. 18-00097

Adjustment to Storage Gas Investment

Resulting from Updated Commodity Allocation Percentage

Storage Gas Investment

Inventories- Gas Stored (Account 1641)

May-17
Jun-17
Jul-17
Aug-17
Sep-17
Oct-17
Nov-17
Dec-17
Jan-18
Feb-18
Mar-18
Apr-18
May-18
Average

A/ B/

As Filed Settlement Difference
$ 4,561,487 4,555,955 (5,532)

3,324,309 3,324,309 -
4,173,868 4,173,868 -
5,248,371 5,248,371 -
6,348,943 6,348,943 -
7,351,047 7,351,047 -
8,153,627 8,153,627 -
8,246,120 8,246,120 -
5,636,711 5,626,240 (10,471)
3,247,369 3,233,440 (13,929)
2,701,708 2,690,790 (10,918)

840,077 831,112 (8,965)
1,380,990 1,368,505 (12,485)
2,646,189 2,631,037 (15,152)
4,561,487 4,555,955 (5,532)

A/ GKW-1 Reconciliation Revenue Requirement Model, Sch. 7, cell E13

B/ Docket #18-00097 Response to CPAD DR 1-07

Settlement Exhibit SA-1 Reconciliation Revenue Requirement Model v3

Settlement Exhibit F



SETTLEMENT AGREEMENT

SCHEDULE 1



Settlement Agreement Schedule 1 (3 pages)

Schedule 1
Tennessee Distribution System
Cost of Service
Twelve Months Ended May 31, 2018
Line
No. Description Reference Amount As Filed Difference
(a) (b) (c) (d) (e)

1 Cost of Gas Schedule 3 $73,565,057 $40,904,923 $32,660,135
2
3 Operation & Maintenance Expense Schedule 4 20,712,003 20,384,327 327,676
4 ;
5  Taxes Other Than Income Taxes Schedule 5 7,486,379 7,704,182 (217,803)
6
7  Depreciation & Amortization Expense Schedule 6 12,652,532 12,516,189 136,343
8
9 Return Schedule 7 23,701,028 22,691,145 1,009,883
10
11 Federal Income and State Excise Tax Schedule 8 8,855,376 10,064,573 (1,209,197)
12
13 AFUDC Wp 1-2 (149,964) (50,693) (99,271)
14 .
15 Interest on Customer Deposits Wp 1-1 78,864 165.200 (86.336)
16
17 Total Cost of Service $ 146,901,275 § 114,379.845 § 32.521.429
18
19 Cost of Service w/o Gas Cost 73,336,218 73,474,922 (138,705)
20
21 Non-Gas Revenues in Attrition Year (Gross Margin) 81,438,352
22 Removal of 16-00105 ARM Recon Revenue included in 17-00012 4,612,293
23 Non-Gas Revenues in Attrition Year with True-up Removal 76,826,059
24 .
23 Additional Revenue Required to Earn Authorized Rate of Return (3,489,841)
24
25 Carrying Cost (564,143)
26
27  Amount to be added to revenue sufficiency / deficiency $ (4,053,984)

[N
=]

in February 1, 2019 ARM filing



WP 1-1
Tennessee Distribution System
Interest on Customer Deposits
Twelve Months Ended May 31,2018

Line
No. Description Amount
(a) (b)
1 Average Customer Deposit Balance $ 1,624,026
2
3 Interest Rate on Customer Deposits 3.25%
4
5  Adjusted Customer Deposit Interest $ 52,781
6
7  Per Book Customer Deposit Interest $ 78,864




Tennessee Distribution System
Allowance for Funds Used During Construction
Twelve Months Ended May 31, 2018

WP 1-2

Line
No. Description Amount
(a) (b)

1 Base Period AFUDC per books - Div 093 (1) $ (83,411
2
3 Less State Excise Tax Effect (5,422)
4
5 $  (77,989)
6
7  Less Federal Tax Effect (22,820)
8
9 Net AFUDC - Base Period $ (55,169)
10
11 Change from Base Period to Attrition Year (94,795)
12
13 Attrition Year AFUDC per books - Div 093 (2) $ (226,730)
14
15 Less State Excise Tax Effect (14,737)
16
17 $ (211,993)
18
19 Less Federal Tax Effect (62,029)
20
21 Net AFUDC - Attrition Period $ (149,964)
22
23  Note:
24 1. Twelve months ended September 30, 2016 - Account 432
25 2. Twelve months ended May 31, 2018



SETTLEMENT AGREEMENT

SCHEDULE 2



Settlement Agreement Schedule 2 (1 page)

Schedule 2
Tennessee Distribution System
Summary of Revenue at Present Rates
Twelve Months Ended May 31, 2018
Line Description Amount
(a) (b) (c)
1 Base period per books revenue (1) $ 106,935,939
2 Attrition Period per books revenue (2) 155,003,409
3 Change from Base Period to Attrition Year 48,067,470
4
5  Attrition Year Revenue:
6 Gross Margin $ 81,438,352
7 Gas cost 73,565,057
8  Total $ 155,003,409
9
10 Note:

11 1. Twelve months ended September 30, 2016
12 2. Twelve months ended May 31, 2018



SETTLEMENT AGREEMENT

SCHEDULLE 3



Settlement Agreement Schedule 3 (2 pages)

Schedule 3
Tennessee Distribution System
Cost of Gas
Twelve Months Ended May 31, 2018
Line
No. Description Amount
(a) (b)
1  Base period per books cost of gas (1) ‘ $ 42,120,941
2 Adjustments
3 Base Period Net Elimination of Intercompany Leased Storage Property $ (1,216,018)
4
5 Total Adjusted Gas Cost Base Period $ 40,904,923
6
7 Attrition Period per books cost of gas (2) $ 74,744,487
8 Adjustments
9 Attrition Period Net Elimination of Intercompany Leased Storage Property (1,179,430)
10
11 Total Adjusted Gas Cost $ 73,565,057
12
13 Change from Base Period to Attrition Year $ 32,660,135
14
15 Attrition Year Gas Cost $ 73.565.057
16
17 Note:
18 1. Twelve months ended September 30, 2016
19 2. Twelve months ended May 31, 2018



Tennessee Distribution System
ELIMINATION OF LEASED PROPERTY-RENT

Twelve Months Ended May 31, 2018

WP 3-1

Storage Leased Storage
Line Building Expense Property Expense Storage Rent
No. Description Rent O&M 0&M Depreciation Other Taxes Gas Cost
() (b) ()
1 June-17 $ ” $ 28,140 § 17,359 § 3,050 $ (86,646)
2 July-17 $ - $ 22,751 § 17,359 $ 3,050 $ (86,646)
3 August-17 $ - $ 24,688 § 17,359 § 3,050 $ (86,646)
4  September-17 $ e $ 124,283 § 17,394 § 3,050 § (86,646)
5  October-17 $ % $ 23,825 § 17,370 § 2317 § (86,646)
6 November-17 $ - $ 23288 § 17,371 § 2,317 § (86,646)
7  December-17 $ - $ 19,684 $ 17,371  $ 2,317 $  (126,554)
8 January-18 $ > $ 32,524 § 17,371  § 2,417 '$  (106,600)
9  February-18 $ - $ 31,625 §$ 17,370 $ 14,205 §  (106,600)
10 March-18 $ - $ 27,550 $ 17,370 $ 2,417 §  (106,600)
11 April-18 $ - $ 29,146 § 17,371 § 2,417 §  (106,600)
12 May-18 $ 5 $ 49,746 § 17,371 $ 18371 §  (106,600)
13
14  Total Per Books  § : $ 437,252 $ 208,434 § 58,978 § (1,179,430)




SETTLEMENT AGREEMENT

SCHEDULE 4



Settlement Agreement Schedule4 (9 pages)

: Schedule 4
Tennessee Distribution System
Operation and Maintenance Expenses
Twelve Months Ended May 31, 2018
Line
No. Description Amount
(b) (c)
1  Base period per books O&M Expense (1) $ 21,828,328
2
3 Change from Base Period to Attrition Year (1,553,577)
4
5  Attrition Year O&M Expenses - Before Eliminations (2) $ 20,274,751
6
7 Adjustments to O&M .
8 Elimination of Intercompany Leased Property - Rent $ -
9 Inclusion of Barnsley Storage Operating Expense $ 437,252
10
11 Total Adjustments $ 437,252
12
13 Total Adjusted Operation and Maintenance Expenses $ 20,712,003
14
15 Note:
16 1. Twelve months ended September 30, 2016

2. Twelve months ended May 31, 2018

—_
~
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WP 4-2
Tennessee Distribution System
Operation and Maintenance Expenses by FERC
Twelve Months Ended May 31, 2018

[ Division 093 |
Line FERC Historic Base
No. Account Period Attrition Year

1 7350 1,504 891
2 8400 - -

3 8560 44,801 38,030
4 8600 6,308 -

5 8630 5,775 800

6 8650 - -

7 8700 1,614,281 1,959,659

8 8710 - 63

9 8711 5,762 47,040
10 8740 3,656,775 4,055,596
11 8750 474,888 454,046
12 8760 7 262
13 8770 2,615 5,650
14 8780 681,638 692,491
15 8800 130,271 94,150
16 8810 493,974 302,506
17 8860 4,457 6,612
18 8870 34,771 43,374
19 8890 3,247 140,114
20 8900 - 33
21 8910 - 139
22 8920 8,229 (26,005)
23 8930 11,094 37,016
24 8940 (56) 150
259010 212 -
26 9020 947,850 481,768
27 9030 316,230 983,425
28 9040 286,637 268,238
29 9090 152,522 16,139
30 9100 - 33
319110 302,849 226,566
329120 42,872 63,690
33 9130 100 11,019
34 9160 B -
359200 99,887 111,863
36 9210 20,297 14,242
37 9220 10,554,992 9,868,855
38 9230 160,931 154,589
39 9240 139,178 142,185
40 9250 27,773 50,130
41 9260 1,352,964 1,153,867
42 9270 - -
43 9280 180,833 6,714
44 9302 21,871 70,525
459310 10,531 10,834

46 Total 21,798,867 21.487,298




WP 4-2
Tennessee Distribution System
Operation and Maintenance Expenses by FERC
Twelve Months Ended May 31, 2018

[ Division 091 |
Line FERC Historic Base

No. Account Period Attrition Year
8160 - 62
44 8170 521 549
45 8180 544 520
46 8190 7,490 6,868
47 8210 2,213 2,882
48 8240 - 11
49 8250 12,765 15,258
50 8500 151 -
51 8560 1,026 901
52 8570 1,060 1,000
53 8640 - -
54 8650 93 -
55 8700 3,100,485 3,133,634
56 8710 140
57 8711 54,105 100,581
58 8740 90,489 119,576
59 8750 113,036 155,723
60 8760 70 2,856
61 8770 1,036 36,722
62 8780 478 82
63 8800 1,610 173
64 8810 309,396 274,246
65 8860 - -
66 8940 - -
67 9010 - 27,899
68 9020 - -
69 9030 2,765,198 1,921,993
70 9090 388 -
71 9100 753 2,138
729110 131,544 170,230
73 9120 3,933 3,041
74 9130 8,759 5,998
75 9200 (104,066) (219,098)
76 9210 69,126 (38,644)
77 9220 (8,980,256) (7,786,772)
78 9230 175,505 141,485
79 9240 (11,528) (14,370)
80 9250 371,198 146,225
81 9260 1,837,731 1,776,232
82 9280 - 441
83 9302 103,010 11,555
84 9310 E

85 Total 68,000 ()]




Tennessee Distribution System

Operation and Maintenance Expenses by FERC
Twelve Months Ended May 31, 2018

Division 002

Line  FERC Historic Base
No. Account Period Attrition Year
84 8210 - 440
85 8230 - 6,062
86 8560 463 6,983
87 8700 4,341 283,387
88 8740 112,666 45,956
89 8780 . -
90 8800 (3,799) -
91 8850 - 24,916,754
92 8900 - -
93 9010 17,340 118
94 9030 1,883,902 72,748
95 9100 - 3,707
96 9120 7,034 17,895
97 9160 - 1,009
98 9200 (15,850,637) (12,976,253)
99 9210 22,631,682 23,211,846
100 9220 (91,705,860) (100,272,886)
101 9230 9,093,724 10,871,865
102 9240 126,521 135,293
103 9250 21,484,805 19,993,118
104 9260 41,979,578 47,668,559
105 9301 - -
106 9302 5,798,774 6,591,533
107 9310 5,260,633 5,059,659
108 9320 304,218 396,046
109 Total 1,145,384 26,033,838

WP 4-2



WP 4-2
Tennessee Distribution System
Operation and Maintenance Expenses by FERC
Twelve Months Ended May 31, 2018

| Division 012 ]
Line  FERC Historic Base
No. Account Period Attrition Year

107 8700 824 1,876
108 8740 21,423 19,316
109 8800 54 37
110 9010 5,191,977 4,140,074
111 9020 76 9,791
112 9030 22,338,905 18,683,675
113 9100 - -
114 9200 4,339,176 4,045,370
115 9210 9,667,656 8,021,415
116 9220 (55,357,052) (46,393,818)
117 9230 576,465 847,264
118 9240 121,818 95,934
119 9250 . 183
120 9260 11,150,347 8,846,083
121 9301 66 -
122 9302 88,362

123 9310 1,849,962 1,672,147
124 9320 9,942 10,653

125 Total 0 0
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SETTLEMENT AGREEMENT

SCHEDULE 5



Settlement Agreement Schedule 5 (5 pages)

Schedule 5
Tennessee Distribution System
Taxes Other Than Income Taxes
Twelve Months Ended May 31, 2018
Line
No. Description Total
(a) (b)
1 Base period per books Other Taxes Expense (1) $ 7,811,449
2
3 Change from Base Period to Attrition Year (384,048)
4
5  Attrition Year per books Other Taxes Expense (2) $ 7,427,402
6
7 Inclusion of Barnsley Storage Other taxes 58,978
8
9  Attrition Year Adjusted Taxes Other Than Income Taxes $ 7,486,379
10
11 Note:
12 1. Twelve months ended September 30, 2016 - Account 408

2. Twelve months ended May 31, 2018 - Account 408
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SETTLEMENT AGREEMENT

SCHEDULE 6



Settlement Agreement Schedule 6 (3 pages)

Schedule 6
Tennessee Distribution System
Depreciation and Amortization Expense
Twelve Months Ended May 31, 2018
Line
No. Description Reference Amount
(a) (®) ©

1 Base period per books Depreciation Expense (1) 11,358,190
2

3 Change from Base Period to Attrition Year 1,168,489
4

5 Attrition Year per books Depreciation Expense (2) Wp 6-2 12,526,680
6

7 Adjustment to reflect Proposed Depreciation Rates -

8

9  Attrition Year per books Depreciation Expense Wp 6-1 12,526,680
10

11 Amortization of Deferred Pension Regulated Asset* Wp 7-3 0
12 ‘

13 Net Elimination of Intercompany Leased Property Wp 3-1 208,434
14

15 Adjustment for Depreciation Expense on Capitalized Incentive Comp ~ Wp 7-8 (82,582)
16

17  Total Depreciation and Amortization Expense, As Adjusted 12,652,532
18

19 Note:
20 1. Twelve months ended September 30, 2016
21 2. Twelve months ended May 31, 2018



Tennessee Distribution System
Depreciation Expense Adjustment

WP 6-1

Proforma SSU Depreciation at Proposed Depreciation Rates

Twelve Months Ended May 31, 2018

Line Allocated
No. Description Amount
(a) (d)
1 Proforma Depreciation
2 Tennessee Operations $ 11,613,517
3 Mid-States General Office 18,466
4 SSU Div 12 - Customer Service 363,878
5 SSU Div 02 - General Office 530,819
6
7  Proforma Depreciation Adjustment $ 12,526,680
Attrition Period Per Books Depreciation Expense $ 12,526,680




WP 6-2
Tennessee Distribution System
Depreciation Expense Adjustment
Proforma SSU Depreciation at Current Depreciation Rates
Twelve Months Ended May 31,2018

Line _
No. Description Allocated
(@ (d)

1  Proforma Depreciation
2 Tennessee Operations $ 11,613,517
3 Mid-States General Office $ 18,466
4 SSU Div 12 - Customer Service $ 363,878
5 SSU Div 02 - General Office $ 530,819
6
7  Proforma Depreciation Expense $ 12,526,680

Attrition Period Per Books Depreciation Expense $ 12,526,680




SETTLEMENT AGREEMENT

SCHEDULE 7



Settlement Agreement Schedule 7 (19 pages)

Schedule 7
Tennessee Distribution System
Rate Base & Return
Twelve Months Ended May 31, 2018
Thirteen Month Average
Line Historic Base
No. Desetiplion Period (1) Change Attrition Year Reference
(a) (b) © (d) (e)
1 Original Cost of Plant $ 486,264,877 $§ 60,340,153 § 546,605,030 Wp 7-1 Wp7-2
2
3 Accumulated Depreciation and Amortization (191,843,738) (12,781,804) (204,625,542)  Wp 7-1 Wp7-2
4
5  Construction Work in Progress per Books 9,936,947 8,692,943 18,629,890 Wp 7-1 Wp7-2
6
7  Storage Gas Investment 4,708,124 (152,170) 4,555,955 Wp 7-1 Wp7-2
8
9  Cash Working Capital 1,035,838 53,558 1,089,396 Wp 7-5
10
11 Material & Supplies © 15,835 15,669 31,504  Wp7-1 Wp7-2
12
13 Regulatory Assets/Liabilities - (13,528,323) (13,528,323) Wp7-3Wp7-10
14
15 Accumulated Deferred Income Tax (50,220,519) 1,705,929 (48,514,590) Wp 7-1
16
17 Customer Advances for Construction (76,428) 56,432 (19,995)  Wp7-1 Wp7-2
18
19 Customer Deposits (4,770,726) 3,146,701 (1,624,026) Wp7-1 Wp7-2
20
21  Accumulated Interest on Customer Deposits (71,237 19,188 (52,049)  Wp7-1 Wp7-2
22
23 Unadjusted Rate Base $ 254978975 $ 47568275 $ 302,547,250
24
25 Adjustments: (2,415,620) (986,367) (3,401,987) Wp 7-8
26
27 Net Elimination of Intercompany Leased Property $ 5,806,952 § (311,751) $ 5,495,201 Wp 7-1 Wp7-2
28
29 Total Rate Base $  25B.37T0306 § 46270158 8§ 304,640,464
30
31 Return at Overall Cost of Capital on Rate Base $ 19,498,097 $ 3599818 § 23,701,028
32
33 Note:
34 1. Twelve months ended September 30, 2016
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Line
No.
1 Annual benchmark per Docket 12-00064
2 Quarterly benchmark
3
4
5 Quartet ended 3/31/13
6 Quarter ended 6/30/13
7 Quarter ended 9/30/13
8 Quarter ended 12/31/13
9 Quarter ended 3/30/14
10 Quarter ended 6/30/14
11
12
13 Monthly Amortization
14 2 years amortization
15

53
42 Annual Amortization*

Tennessee Distribution System
Pension Regulated Asset
Twelve Months Ended May 31, 2018

May-15
Jun-15
Jul-15
Aug-15
Sep-15
Oct-15
Nov-15
Dec-15
Jan-16
Feb-16
Mar-16
Apr-16
May-16
Jun-16
Jul-16
Aug-16
Sep-16
Oct-16
Nov-16
Dec-16
Jan-17
Feb-17
Mar-17
Apr-17
May-17
Jun-17
Jul-17
Aug-17
Sep-17
Oct-17
Nov-17
Dec-17
Jan-18
Feb-18
Mar-18
Apr-18
May-18

2,086,819
521,705
Contribution Benchmark Difference
521,705 521,705 -
641,911 521,705 120,206
1,038,413 521,705 516,708
417,671 521,705 (104,034)
390,181 521,705 (131,524)
1,418,839 521,705 897.134
3 4,428,719 § 3,130,229 $ 1,298,490
] 54,104
Regulated Asset
Amortization Expense Halince
- 1,298,490
54,104 1,244,386
54,104 1,190,283
54,104 1,136,179
54,104 1,082,075
54,104 1,027,971
54,104 973,868
54,104 919,764
54,104 865,660
54,104 811,556
54,104 757,453
54,104 703,349
54,104 649,245
54,104 595,141
54,104 541,038
54,104 486,934
54,104 432,830
54,104 378,726
54,104 324,623
54,104 270,519
54,104 216,415
54,104 162,311
54,104 108,208
' 54,104 54,104
54,104 -
$ - $ - 13 month average

*This amount is included in Benefits actuals for Division 093

WP 7-3



Tennessee Distribution System
Accumulated Deferred Income Tax

Shared Services Division 002

Twelve Months Ended May 31, 2018

WP 7-4

Line Non-regulated Regulated Utility
No.  Month  Total SSU 002 NOL[1] NOL Other ADIT  SSU Utilty ADIT
(@) (b) {c) (@ O) ®
1 Jun-14 205,011,038 (219,884,627) 405,828,177 19,067,488 424,895,665
2 Jul-14 208,298,312 (219,884,627) 405,828,177 22,354,762 428,182,939
3 Aug-l4 224,949,437 (219,079,036) 405,022,586 39,005,887 444,028,473
4 Sep-14 267,982,820 (220,149,274) 444,334,650 43,797,444 488,132,094
5 Oct-14 276,895,783 (220,149,274) 444,334,650 52,710,407 497,045,057
6  Nov-14 284,975,299 (220,149,274) 444,334,650 60,789,923 505,124,573
7  Dec-14 321,070,352 (222,598,277) 469,818,580 73,850,049 543,668,629
8 Jan-15 353,945,345 (222,598,277) 469,818,580 106,725,042 576,543,622
9 Feb-15 333,570,147 (222,598,277) 469,818,580 86,349,844 556,168,424
10 Mar-15 290,103,994 (227,206,094) 425,654,746 91,655,342 517,310,088
11 Apr-15 281,416,540 (227,206,094) 425,654,746 82,967,888 508,622,634
12 May-15 276,100,280 (227,206,094) 425,654,746 77,651,628 503,306,374
13 Jun-15 252,513,161 (230,175,901) 407,851,903 74,837,159 482,689,062
14 Jul-15 264,175,149 (230,175,901) 407,851,903 86,499,147 494,351,050
15  Aug-15 266,520,916 (230,175,901) 407,851,903 88,844,914 496,696,817
16  Sep-15 372,778,731 (232,097,127) 530,457,730 74,418,128 604,875,858
17 Oct-15 371,209,940 (232,097,127) 530,457,730 72,849,337 603,307,067
18  Nov-15 372,796,985 (232,097,127) 530,457,730 74,436,382 604,894,112
19  Dec-15 391,604,960 (231,927,975) 554,535,985 68,996,950 623,532,935
20 Jan-16 412,507,116 (231,927,975) 554,535,985 89,899,106 644,435,091
21 Feb-16 427,217,972 (231,927,975) 554,535,985 104,609,962 659,145,947
22 Mar-16 418,072,350 (221,557,479) 541,564,884 98,064,945 639,629,829
23 Apr-16 415,700,475 (221,557,479) 542,923,119 94,334,835 637,257,954
24 May-16 419,800,223 (221,557,479) 542,923,119 98,434,583 641,357,702
25 Jun-16 461,899,931 (226,370,626) 570,484,105 117,786,452 688,270,557
26 Jul-16 470,449,370 (226,370,626) 570,484,105 126,335,891 696,819,996
27  Aug-16 475,105,108 (226,370,626) 570,484,105 130,991,629 701,475,734
28  Sep-16 632,296,868 (231,681,555) 725,716,695 138,261,728 863,978,423
29 Oct-16 614,493,197 (231,681,555) 725,716,695 120,458,057 846,174,752
30 Nov-16 585,395,823 (231,681,555) 725,716,695 91,360,683 817,077,378
31 Dec-16 605,920,449 (239,479,660) 761,090,475 84,309,634 845,400,109
32 Jan-17 603,593,470 (239,479,660) 761,090,475 81,982,655 843,073,130
33 Feb-17 601,980,215 (239,479,660) 761,090,475 80,369,400 841,459,875
34 Mar-17 552,104,926 (253,090,639) 725,798,687 79,396,878 805,195,565
35 Apr-17 560,034,799 (253,090,639) 725,798,687 87,326,751 813,125,438
36 May-17 566,047,163 (253,090,639) 725,798,687 93,339,115 819,137,802
37 Jun-17 563,932,097 (268,998,356) 745,188,374 87,742,080 832,930,453
38 Jul-17 563,184,563 (268,998,356) 745,188,374 86,994,545 832,182,919
39 Aug-17 570,782,742 (268,998,356) 745,188,374 94,592,724 839,781,098
40  Sep-17 621,073,570 (249,417,047) 782,273,564 88,217,053 870,490,617
41 Oct-17 618,588,704 (249,417,047) 782,273,564 85,732,187 868,005,751
42 Nov-17 618,287,061 (249,417,047) 782,273,564 85,430,544 867,704,108
43 Dec-17 381,635,843 (149,660,042) 480,066,663 51,229,222 531,295,885
44 Jan-18 374,502,493 (149,660,042) 480,066,663 44,095,872 524,162,535
45  Feb-18 371,914,729 (149,660,042) 480,066,663 41,508,108 521,574,771
46  Mar-18 310,582,063 (150,685,633) 425,350,912 35,916,784 461,267,696
47  Apr-18 306,202,776 (150,685,633) 425,350,912 31,537,497 456,888,409
48  May-18 307,437,229 (150,685,633) 425,350,912 32,771,950 458,122,862

[1] FD - NOL Credit Carryforward - Non Reg



WP 7-5
Atmos Energy Corporation-Tennessee
Cash Working Capital Lead/Lag Analysis
For Forward Looking Attrition Year Twelve Months Ended May 31, 2018

Line

No. Base Period Attrition Year
1 Reveune Lag 37.50 37.50
i Expense Lag 34.02 34.79
‘51 Net Lag 348 2.71
2 Daily Cost of Service 299,101 402,047
g Cash Working Capital 955,030 1,089,396



Atmos Energy Corporation-Tennessee
Cash Working Capital Lead/Lag Analysis

WP 7-6

For Forward Looking Attrition Year Twelve Months Ended May 31, 2018

CWC
Line Attrition Year  Expense Requirement
No. Description Expenses Lag (b) x (¢)
(@) ) (© (@

1 Gas Supply Expense
2 Purchased Gas 73,565,057 39.33 2,893,313,708
3
4 Operation and Maintenance Expense
5 O&M, Labor 7,780,145 14.07 109,466,638
6 O&M, Non-Labor 12,931,858 29.44 380,713,903
7 Total O&M Expense 20,712,003 490,180,542
8
9
10 Taxes Other Than Income
11 Ad Valorem 4,734,226 241.50 1,143,315,485
12 State Gross Receipts Tax 881,921 (151.50) (133,611,066)
13 Payroll Taxes 219,870 15.41 3,388,130
14 Franchise Tax 788,497 37.50 29,568,651
15 TRA Inspection Fee 494,731 272.50 134,814,271
16 DOT 32,083 59.00 1,892,915
17
18 Allocated Taxes-Shared Services
19 Ad Valorem 31% 101,655 241,50 24,549,571
20 Payroll Taxes 69% 228,262 15.41 3,517,446
21
22 Allocated Taxes-Business Unit
23 Ad Valorem -3060% (157:078) 241.50 (37,934,328)
24 Payroll Taxes 3160% 162,211 15.41 2,499,619
25 Total Taxes Other Than Income 7,486,379 1,172,000,694
26
27 Federal Income Tax 7,155,341
28 Current Taxes - 37.50 -
29 Deferred Taxes 7,155,341 - -
30
3] State Excise Tax 1,700,035
32 Current Taxes - 37.50 -
33 Deferred Taxes 1,700,035 - -
34
35 Depreciation 12,652,532 - -
36
37 Interest on Customer Deposits 52,781 182.50 9,632,503
38
39 Interest Expense - LTD 6,001,417 91.25 547,629,314
40
41 Interest Expense - STD 274,176 24.05 6,593,578
42
43 Return on Equity 17,549,647 - -
44
45
46 TOTAL 147,149,368 34.79 5,119,350,338
47
48 Daily Cost of Service 402,047
49

wn
[}



Atmos Energy Corporation-Tennessec

Cash Working Capital Lead/Lag Analysis
For Historic Base Period September 30, 2016

WP 7-7

CWC
Line Histori Base Expense Requirement
No. Description Period Lag (b) x (¢)
(a) (b © (d

1 Gas Supply Expense
2 Purchased Gas 40,904,923 39.33 1,608,790,612
3
4 Operation and Maintenance Expense
5 O&M, Labor 7,789,527 14.07 109,598,638
6 0&M, Non-Labor 13,794,549 29.44 406,111,511
7 Total O&M Expense 21,584,075 515,710,149
8
9
10 Taxes Other Than Income
11 Ad Valorem 4,303,248 241.50 1,039,234,392
12 State Gross Receipts Tax 1,482,520 (151.50) (224,601,780)
13 Payroll Taxes 269,272 15.41 4,149,389
14 Franchise Tax 722,000 37.50 27,075,002
15 TRA Inspection Fee 611,854 272.50 166,730,090
16 DOT 20,299 59.00 1,197,639
17
18 Allocated Taxes-Shared Services
19 Ad Valorem 0% . 241.50 -
20 Payroll Taxes 100% 340,446 15.41 5,246,153
21
22 Allocated Taxes-Business Unit
23 Ad Valorem 36% 38,909 241.50 9,396,624
24 Payroll Taxes 64% 67,902 15.41 1,046,343
25 Total Taxes Other Than Income 7,856,449 1,029,473,851
26
27 Federal Income Tax 6,169,974
28 Current Taxes = " 37.50 .
29 Deferred Taxes 6,169,974 - -
30
31 State Excise Tax 1,225,511
32 Current Taxes - 37.50 -
33 Deferred Taxes 1,225,511 B -
34
35 Depreciation 11,541,971 - -
36
37 Interest on Customer Deposits 155,049 182.50 28,296,371
38 Y
39 Interest Expense - LTD 5,753,110 91.25 524,971,297
40
41 Interest Expense - STD 286,354 24.05 6,886,430
42
43 Return on Equity 13,694,294 - B
44
45
46 TOTAL 109,171,709 34.02 3,714,128, 710
47
48 Daily Cost of Service 299,101.

o
[s Vel
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WP 7-9
Tennessee Distribution System
Rate Base & Return Forecast vs. Actuals
Twelve Months Ended May 31, 2018
Thirteen Month Average

Line Attrition Year Attrition Year
No. Description Forecast Variance Actuals Reference
(a) (b) (© @ O)

1 Original Cost of Plant $ 553915203 $ (7,310,173) § 546,605,030  Wp7-1 Wp7-2
§ Accumulated Depreciation and Amortization $ (202,597,056) $ (2,028,486) $ (204,625,542) Wp7-1 Wp7-2
: Construction Work in Progress per Books $ 6,897,700 $ 11,732,191 § 18,629,890 Wp 7-1 Wp7-2
g Storage Gas Investment $ 5,943,713 $  (1,387,758) $ 4,555,955 Wp 7-1 Wp7-2
g Cash Working Capital $ 1,545,831 § (456,435) $ 1,089,396 Wp 7-5

1(1) Material & Supplies $ 31,873 § 369) $ 31,504  Wp7-1 Wp7-2
g Regulatory Assets/Liabilities $ - $ (13,528,323) $§  (13,528,323) Wp7-3; Wp7-10
i: Accumulated Deferred Income Tax $ (60,285,092) $ 11,770,502 §  (48,514,590) Wp 7-1

ig Customer Advances for Construction $ ©(76,428) $ 56,432 § (19,995)  Wp7-1 Wp7-2
ig Customer Deposits $ (4,720,013) $ 3,095,987 § (1,624,026) Wp7-1 Wp7-2
:;(1) Accumulated Interest on Customer Deposits $ (89,264) $ 37215 § (52,049)  Wp7-1 Wp7-2
g; Unadjusted Rate Base $ 300,566,468 $ 1,980,782 $§ 302,547,250
;: Adjustments: (2,927,113) $ (474,874) (3,401,987)
23 Net Elimination of Intercompany Leased Property $ §,3 13,186 $ 182,015 $ 5,495,201 Wp 7-1 Wp7-2
gg Total Rate Base § 302,952,541 % 1687923 § 304640464
g(l) Return at Overall Cost of Capital on Rate Base $ 22,691,145 § 1,009,883 $ 23,701,028
32
33
34

s
W



Tennessee Distribution System
Deferred Regulatory Liabillty Amortizailon
Teat Year Ending May 31, 2018

ESTRAATER Amartization erdnd in vears 1] 28
ADNT Exgess Dofusred Linhlltles A2 Mo Eanled My AL 20X Liagess Dutorred fabass. Anmmrtluiibo s Mohly Balunce L2000
1 Aggound 2630 - I7009 2018 {23,144 089) it oalsra) May-17 -
2019 Inzas00 11,041,574) fua-17
3 2020 {#7,0m11313%) (1,041,574) k7 -
4 2021 (i 097, 351) 11,041,574) Aug17 -
5 2022 (#4,597.788) (1,041,574) Sep-17 5
8 2023 [EARALS 1)) {1,041,574) oct-17 -
7 2024 (72,914, 630] {1,041,574) Nov-17 -
k] 2025 (11003063 11,041,574 Dec-17 {29,389,848)
9 2026 (A RTLAY) (1,041,574) Jan-18 {20,289,848)
10 2027 (44, 7H2 18] 11,041,574) Feb-18 {20,289,848)
1" 2028 (18,308, M40) {1,041,574| Mar-18 {29,232,886)
12 2029 (47,708,765 {1,041,574) Apr-18 {29,232,886)
13 2030 (1,585,101 {1,041,574) May-18 [ 20080
19 2031 (1,008 {1,041,574] 13 Month Average 113,528,323}
15 2052 (582,000 {1,041,57)
16 2033 {E% 540,400 {3,041,574]
17 2034 {18,455 0a3) (1,043,574
18 2035 {157, 1amp (1,041,574)
19 2036 {10,015 148} (1,041,574
20 2037 (NN (1,041,574}
21 2038 1402,555) (1,041,574|
2 2019 FrasLont) (1,041,574}
2 2040 14447} (1,041,574}
24 2041 (5,307.892) (1,041,574}
25 2042 14, 156,700} (1,041,574}
26 2043 [CAFCIEPE] (1,041,574}
27 2044 (EXCEREL] (1,041,574}
2 2045 (TTTENT ) (1,041,574}
2046 0 (1,041,574}
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WP 8-1
Tennessee Distribution System
Amortization of UCG Deferred Utility ITC
Twelve Months Ended May 31, 2018

Line Allocation Tennessee
No. Description Amortization  Factor [1] Allocation
() (b) () (d)

1 Fiscal year ended September 30, 2011 50,990

2 Fiscal year ended September 30, 2012 12,229

3 Fiscal year ended September 30, 2013 5,820

4 Fiscal year ended September 30,2014 -

5

6 Base Period ended June 30, 2014 1,455 0% -

7

8  Attrition Year ended May 31, 2016 - 0% -

9

—_
[

[1] Division 091 - Mid-States General Office allocation factor excluding Kentucky



Line No.

Tennessee Distribution System
Revenue Conversion Factor
Twelve Months Ended May 31, 2018

Operating Revenues
Add: Forfeited Discounts
Balance

Uncollectible Ratio
Balance

State Excise Tax
Balance

Federal Income Tax

Balance

Revenue Conversion Factor (Line 1/Line 9)

WP 8-2

Attrition Year
Amount Balance
1.000000
0.005167 0.005167
1.005167
0.001731 0.001739
1.003427
0.065000 0.065223
0.938205
0.292600 0.274519
0.663686
1.506700
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WP 9-1
Tennessee Distribution System
Cost of Capital
Twelve Months Ended May 31, 2018

May 31, 2017
Line No. Description $ %
(a) (b) (c)
1 LT Debt $ 3,068,173,680 37.78%
2 ST Debt 313,822,226 3.86%
3 Equity 4,738,600,109 58.35%
4
5 Total Capital § 8,120,596,015 100.00%
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SETTLEMENT AGREEMENT

SCHEDULE 11



Settlement Agreement Schedule 11

Schedule 111
Tennessss Distribution System
Prool of Revenues and Calculatlon of Rates
Historlc Basa Period Margln al Presani Rates
Actuial Twsebva Monifs Ersdeid Seplamber 30, 2018
12 Mihs Ended Sep 16 Raterwbues St VermE Sl Pealer  [ImBsSeis [2mibaSepld T2ains Gep )
Line Base Volumes Manhly oty Maign  Adustment WNA Adusled Wealher adjMargin  WNA S Ad)
No Dewrglon Counl Mel it ehg Franpdel N aniSoon Volumes MY Ve Ml alBepMlicess  l SeplBraim
W (b) [ ] 1] | [ ) ] 1]
1 RESIDENTL
1 210 Resdental Gas Setvice {Summer) 613707 810777 §1530 §132 10,461 564 810777 10 451564 0
1 210 Resdental Gas Service {Winter) (wealher sensilve) 853,797 5514947 1830 §132 2915245 1154009 6660956 24440845 11/525 5%
4 210 Resdenbal Gas Service Seniof Cizen (Summer} 109 553 000 §132 ™ 853 ™ S0
4 210 Resdential Gas Service Senwor Citaen (Winter) (wealher sensilive) 1011 6211 000 §132 821y 6201 821} $0
& 211 ResuentalSm Commeticalindustial Healing 8 Cooling Service 12 178 1530 $0769 e 5 pall 1 |
7 TolalResdenta) 1489236 6332666 < 1 T AT WEN I Fe |
)
% COMMERCIAL
Iy 211 ResdenlalSm Commencal/ndusinal Healng & Cooling Service 12 112 1530 0769 %9 "2 o
M 220 Commercial Gas Semvice (weather sensfive) 194355 4584814 e 254 19,028,725 561677 5146491 20459877 51,431,152
it 730 Large Commeica! Gas Sernce (weather sensiive] t 0 40500 224 [ [ 0 0 0
13 250 Commeraal Infetruptible Gas Servee 44000 0 0 0
] Block 1 Volumes. 1246 0 0 0
(L] Block 2 Volumes. 082 0 0 0
i Block J Volumes 0382 0 0 o
11 230 Large Tonnage Av Condhioning Gas Servioe 12 2780 454 0 454
] Block 1 Volumes 12501 | 246 15577 12504 15577
" Block 2 Volumes 6683 062 563 683 563
" Block 3 Volumes a 0282 Q 0 0
i Tolal Commercal K] AE IO BRGEE WA St)E A [FTITY)
n
7 INDUSTRIAL
M 220 Indusiral Gas Servce {wealher sensilve) 83 540,069 3780 2548 1528250 66530 609600 1,697,770 s
@ 200 Large Industral Gas Service n 41,070 40500 2 120500 41,070 120500
M 240 DEMANDICOMM GS 0 40 0 [ 0
it Block | Volumes 0 ' 1246 0 0 0
n Block 2 Volumes 0 0625 0 0 0
n Block J Volumes 0 0382 0 0 0
= Demand Volumes 0 16283 0 0 0
8 T Ik bial Weteigtie flee Sarvee mn 1400 137,200 [ 137.280
" Block 1 Volumes 289,442 1245 360644 289442 360644
= Block 2 Volumes 288,058 0825 27648 288050 207,648
M Block 3 Volumes 0 0382 4 0 0
= 25072407280 IndusinatDemand/Econome Dev 4 44000 1760 Q 1760
n Bloch 1 Volumes. 0 1246 0 0 0
» Bloch 1 Yolumes @ Drscounl Rate 5119 0925 478 5419 4783
] Blodk 2 Volumes 0 082 0 0 0
] Block 2 Volumes @ Discounl Rale 0 0619 0 0 0
- Block J Volumes. 0 0382 0 0 0
i Block 3 Volumes @ Drscounl Rale 0 0287 0 0 0
L] Demand Volumes 0 16200 0 0 0
Q Demand Volumes @ Discount Rale 425 12212 5,184 15 5,184
# 2807250 Economic Developmenl Gas Service 44000 22200 0 2200
" Block | Volumes 4 | 246 0 0 Q
- Block 1 Volumes @ Discounl Rale 10000 . 035 9345 10.000 9345
n Block 2 Volumes [ 0825 0 0 0
" Block 2 Volumes @ Dscounl Rale 8.1% 0619 501 81% son
“ Block 3 Volumes o 0282 0 0 o
= Biock J Volumes @ Dscounl Rale 0 0287 0 0 0
11 292 Cogeniefaton, CNG, Prime Movers Service 12 kX 454 0 454
9 Block | Volumes 0 124 0 0 [
K] Block 2 Volumes 0 0825 0 0 0
“ Block 3 Volumes i 0382 0 0 o
n Tolal Indusirat AT IRLTE FEIRAL!] [ZEE] [T TR B
o
o PUBLIGAUTHORITY.
1 211 Resdentiavsm Commencibinduslrial Healing & Cooltng Servee [ 0 1530 $0789 0 [ 0 ]
1 22| Expeimental School Gas Service 5 61714 80 1204 78,159 7560 69275 87 468 "
225 Pubkc Authoiry Ges Setvice (St Citzen) (Summes) [ 000 192 0 [ [ ]
K 225 Public Aulhonly Gas Servce (S Ciizen) (Wrnler) 0 0 000 192 0 [ 0 t
1 225 Pubke Aulhorily Gas Servos {Summet} 291 7439 1530 1322 5307 749 55307 w0
§ 225 Publc Aulhonly Grs Service (Winter) by e 1830 192 133358 18 o 1042 Ban
44 Tolal Pubkc Authority (] lI'leﬂOI S hms 17708 hE 153
" -
"
o 260 - TRANSP (220 SML COMANDG) 144 138 035 44000 2548 415074 138035 415074
" 260 - TRANSP (230 LRG COMANDG) 515 1365542 44000 224 3,266,790 1,366,542 3,265,790
L] 260 - TRANSP (240 DEMAND) 54 44000 2760 0 2,760
] Biock | Volumes 108 000 1246 134568 108,000 134,568
n Block 2 Volumes 46281 0628 213 276,281 21931
n Blod J Volumes. 0 0382 0 0 0
n Demand Yolumes 20 660 16283 206,410 20,660 336,410
L] 260 - TRANSP (250 OPT GS) B 44000 277,640 0 277640
n Block [ Volumea 1200990 1246 1,496,404 1,200990 1,496,434
™ Block 2 Volumes. 3810515 0825 3143675 3810515 3,143 675
" Block 3 Vowmes. 0 0382 0 0 0
o 260 - TRANSP {280/240 ECON DEV/DEMAND) d 44000 1,760 0 1.760
0 Block 1 Voumes 0 1246 0 0 0
L] Block 1 Volumes @ Drsoounl Rale 218 093 1971 2109 1974
n Block 2 Volumes 0 0825 0 0 0
L] Block 2 Volumes @ Drsoounl Rale 0 0619 0 0 ¢
n Block J Volumes 0 0382 0 [ 0
M Bl 3 oty ) Dhscount| Roe 0 . 0287 0 o 0
" Demand Volumes 0 16283 0 0 Q
L] Demand Volmes @ Discount Rale 348 12212 1252 kLl 4252
" 260 - TRANSP (280250 ECON DEV - OPT GS) 2% 44000 10560 0 10,560
" Block 1 Volumes 43,000 1246 59.808 48,000 59,608
n Biod | Volumes @ Drscounl Rate 0 0935 0 0 0
L Block 2 Vokimes 547 464 0825 451,656 547 461 451,655
" Bioch 2 Volumes @ Discount Rate 84,438 0619 52246 84,438 52246
L] Block 3 Volumes. 0 0382 0 0 0
L] Block 3 Volumes @ Drscount Rate 407 0267 11,609 41217 (1,809
] SPECIAL CONTRACTS » 1,002 VB ¥A1m 1009 1 14
" Total Transportaion (X1 [T=)I0 [ [ TR o T
L]
u TOTALS 1,676,446 2084419 AR AT TR FRIALET SENAM A Cs) s B
-
" 4870 + Forfeted Drscount $564,280 554,280
it 4860 + Mscellaneous Semce charges $H13 78 178
L TOTAL MARGIN REVENUES TR 0 4 )

(4 pages)



Proof af Ravenies and Calciiation of flates
Farward Looking Test Year Margin at Present Rat
‘erlad Ended Saplamber 30, 2016 and Forward Looking Teal Year Ended May 31, 2018

[ Famim st e 0| Rates effecive Sep 16
Line Base  WeaherAd | Monlhly  Commmdly
Jio Demcspieil Counl vilue | Syt g - Crameti
[ (1T} L ] L]
1 NESOENNAL
2 210 Resdental Gas Service (Summer) 613707 810,777 1530 1922
3 210 Resenlal Gas Servioe (Winles) (weathe senstive) 853797 1830 132
4 210 Resential Gas Service Senor Cilizen {Summer 000 1322
5 3R Sanaion Sanir Czan V] i f 000 1322
6 211 ResdentalSm Commencalindustnal Healing & Coolng 153 0769
7 Totol Residential
8
9 EOMMERCIA,
1021} ResxentalSm Commengalindustnal Heaing & Cooling 2 " 153 0769
11 220 Commercal Gas Sevice (wealher sertsve) 194 355 5,146.491 780 2548
12 230 Large Commercaal Gas Servie (wealher senstive) 0 o 40500 220
10 300 Cammtucnl infennile Ciae et (] 44000
14 Block ) Volumes o 1246
15 Block 2 Volumes [ 0825
16 Block 3 Volumes o 0382
17293 Large Tonnage Ar Candtoning Gas Servee 1”2 wm
18 Block 1 Volumes 12501 1246
19 Block 2 Volumes =] 0825
2 Blookd Volumes o 0382
21 Tolal Commercal A
2
23 INDUSTRIAL
24 10 Inchistral Gz Sttve [wast st 1823 bes o k2] 2548
25230 Large Indusiral Gas Seivce n A 40500 224
2 240 DEMANDICOMM GS [ 4000
27 Block | Volumes o 1245
28 Block 2 Volumes a0 0825
23 Blok 3 Volumes L) 0332
30 DemandVolumes 0 16283
31250 Industial Inlemuplible Gas Service alz 40000
32 Blok ) Volumes e 1246
3 Block 2 Volumes = 0825
M Block 3 Volumes 0 0382
35 25072407280 IndusinakDemand/Econome Dev i 4000
% Block § Volumes ° 1146
7 Block | Volumes @ Dscount Rate 5118 0935
38 Block 2 Volumes o 0625
30 Blodk 2 Volumes @ Dscounl Rale 0 0519
40 Block 3 Volumes a 0382
41 Block 3 Volumes @ Dscout Rate Ul 0287
42 Demand Volumes 4 16283
43 Demand Volumes @ Drsoounl Rate -] 2212
44 2801250 Econome Development Gas Servie 5 40000
45 Block 1 Volumes [ 1246
46 Blodk 1 Volumes @ Dscouni Rate 16,0 0935
47 Block 2 Volumes ] 0es
48 Block 2 Volumes @ Dsooun Rate 8195 0619
49 Block 3 Volumes 0 0382
5 Block d Volumes @ Discounl Rate 0 0267
51292 Cogeneration, CNG, Prme Mosers Servioe 12 780
52 Blok § Valumes ] 1246
53 Blok 2 Volumes 0 0625
5 Block 3 Valumes ) 0362
55 Total Industeal m T AN
5
57 PUBLE AUTHORTY
58 211 ResdentialSm Commencalindusinal Heating & Caaing | 0 0 1530 0769
59 221 Expenmestal School Gas Servce 5 69275 760 124
60 225 Pubkc Authordy Gas Service (S Cilizen) (Summer) 0 0 000 1922
61 225 Pubhc Aulhorty Gars Servee (St Cilizen) i) waséte 0 0 000 132
62 225 Public Authordy Gas Setvce (Summes) ) 74% 1530 1322
63 225 Public Authorty Gas Servce (Winter) (weahes Seasilve) gl 1830 1322
64 Tolal Pubhc Autholy T 117700
65
6 ¥ A
67 260+ TRANSP (220 SML COMNDG) 144 139005 4000 2548
68 260 TRANSP (230 LRG COMANDG) 515 1,366 542 14000 2224
69 260 TRANSP (240 DEMAND) 5 4000
0 Block 1 Vohmes 108,000 1246
i Block 2 Volumes 276,261 0825
n Block 3 Volumes [ 0392
&) Demand Vomes 20,660 16260
T4 260. TRANSP (250 OPT GS) 63 4000
i Blodk § Volumes 1,200 90 1246
7 Block 2 Vohumes, 3810515 0825
” Blodk 3 Volumes 0 [
78 260- TRANSP (2807240 ECON DEVIDEMAND) i 4000
™ Blodk 1 Voimes 0 1246
2 e | Wikt 4 Descud s 249 0935
8} Block 2 Voimes 0 0825
8 Diock 2 Volumes @ Orsaoun Rale i 0619
& Block 3 Volumes 0 0382
£ ek 2 Visharers @ Bt Fam 0 0287
8 Demand Yolumes 0 16283
8 Demand Youmes @ Dscounl Rafe 21} 12212
07 260- TRANSP (2602250 ECON DEV - OPT GS) n 4400000
8 Block | Voumes An o 1246
89 Biock 1 Vohumes @ Discounl Rate ] 0835
% Block 2 Vokumes 547,461 0825
El Block 2 Vohuimes @ Drscounl Rale e 0519
2 Block 3 Vomes (1 0382
3] Block 3 Volumes @ Drscoun Rale g 0287
4 SPECIAL CONTRACTS i 1 00 18
95 Tolal Transpodalion R [y
%
o7 AL 1AM JeNES
)
9 4870- Forleled Dscourt
100 4850 Mrscelanequs Sedvice charges
101 TOTAL MARGIN REVENUES

Tennssses Diatributlon System

Sokadole 11

$69,495,897
—

. 0,211,225 1IN V0%
120.121,230C 101%) 000%
12 mins Sep16 ® Cuslomer Changes Cusiomes Giiowih Dedning Adusted Adusted Tolal
Weatheracibargn [ 0 Base  Volumes Base Voumes | Ussge Base Volumes Adusted
515016 rales £ Count ] Counl Md__ ] volumes Mo Cawet (%) Margn Rey
[1] g [0 1 1] & [T Imi Il (]

$10.461.564 19113 25250 [ 632620 836027 |  $10767.073
24440845 2650 2076 0 800387 676650 25202017
m 2 17 0 ™ 510 75

a2t 3l 193 0 1,042 6,405 8467

E) 0 7 0 12 28 a2
EXIIRF) © 0 45757 233162 0 1514993 7710600 35998962
%9 0 3 12 15 2]
20459877 3267 86498 o 197,622 522089 20603750
0 0 0 0

0 ] 0 0

0 0 0 0

0 \ o [ 0

0 ] 0 0

454 " [ 454
15517 ] 12501 15577
53 o 683 N

0 [ 0

20476 740 0 0 2267 86501 o 197,646 5246288 20820621
1,697.770 [ 0 64 10246 3,807 819845 1726304
120500 I a0 0 41,040 120028
° 0 4 0

[ 0 [ 0

0 0 [ 0

0 0 [ 0

0 0 q [}

137,280 118 308 0 135520
360644 (6.858)| o 262582 352098
237.648 0 0 268058 207,648

0 . 0 1 [ 0

1,760 ] ] o ]

[ 0 [ [ o

4,783 {5419 " o "

0 0 u [ o

0 0 [ n u

0 0 3 [ [3

0 0 i o u

0 0 0 [ u

5184 4251 ] o o
2,20 T 1 o 5260

0 0 " o 0

9U5 14,000 ] 24,000 2428

0 [ i [ 0

5071 7405 0 15,600 9651

[ 0 0 a [

[ ) o 0 [

454 o ] [ 454

] 0 [ a 0

0 0 o a [

0 . 0 i) o) [
2582638 7] 9397 L] o 4790 V2% 2505412
0 0 q 0

87,488 1 1464 50 70434 89,950

0 [ q [

0 [ a d

55377 W m 3067 7671 57,06

130429 mom 4296 42,268 134,491
Fr 0 [ w260 3 7416 12078 70 SIU!
445,074 i (] 144 138,035 115074
326579 | 10665 516 177,201 3289948
2,760 161 @ 0 21,120
134,568 1120004 0 2,000 119616
2191 110130 0 266150 21957

0 ] 0 [} [

26410 11,014 0 19,649 n981
217,640 5 63 [ 278,840
149,434 128 0 1212253 1510467
3,143675 1013 0 1820645 3152032
0 o 0 [ 0

1.760 8 12 o 5280

0 [ 0 [ 0

1971 6691 0 8,800 824

0 [ 0 [ [}

0 [ 0 0 [

0 [ 0 [ [

0 [ 0 o [

0 [ 0 [ [

1252 1,275 0 1624 19628
10560 0 2l ° 10,560
59,808 [ 0 48,000 59808

[} [ 0 [ 0

451655 [ 0 547,461 451656
52246 0 0 84438 52246

0 0 0 [ [

11,809 . o 0 127 11,809
68 140 @ 85940 34 1,001 fd 572170
10283484 | 6 616041 [] ] [ 1,416 9,301,626 10519152
568,527,028 A 68543 49011 332582 q 1725761 2669507] 87028747
554,280 5800891
413789 433,105

$71467.718
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Schedude 113

Tennessee Dislribution Sysiem
Summary of favenuas
12 Monhe Ending May 31, 2018 )
Wartunes
vl Fiai [ET] e Bain == W
[ Yolumes vt Bus Volumee Court Oiffbrance Diffsianes

Descrptn Count uet MuginRey Count [ ud i
BEEDINTML
210 Resdormel Gas Sorvis (Summer) 4078 2 1006418 & 14.108) oms 3 L]
114 Pricwrta L Sarin [FAV0] intate crvtied 27 0m8019 802 Temrm i o5 156088 3 o
210 Aesd kil G Sarvics Serios O'kzen {Summas) ~ ] 4 (1) ) s )

ia) O Senice Surv stria) o0 @ 5015 ¥ [ (13%) 3 1ty
n & L s s 1 an g ol WL n
ot e i Wi TR [ECET] THE AL ]

MM

211 Resstaniia¥Sm Cammanciefindus kil Hasling & Coclng Senics m i m 3 " ) [ ] )
20 Cammacial Gat Sy {wasthur sersive) (1) 19535 54840 3 nusIe ] maa L]
700 Lorge Commascidl Girs Servics (weaths seradne) + () . z L ]
280 Commescal Itarupidle G Sankce 8 (] [ i ] 1
790 Laegn Torrmge Air Condéioring Gan Serwe LEREL) 1 n nan s I [}
Told Commarclal L T D U G Wi
|NCUSTIIAL
720 indosial G Senicn [t veresie) 47 [ (T w3 s f 200,104 1 am 1
200 Lirge Iotesvial Gas Senics n oo a5 5 PR 156418 4 934 1
240 DEANOICOMM 05 0 0 [ ] ' E 0 (X
250 indoskia intenupbble Gov Servee 0 508400789 8083 E s} 3024908 ) maus | E
00750 Ecenormic Deveicpment Gas Senvice [r} 1600 amy 0 wm ¥ o 1 2168 1 154
292 Cogermation, CHO, Prime Mowaty Servoa (L] & Ll u 1 S [ L L]
Tote Indusldal [ [RUR) THLiTE| —dam e I“ii [ FLTT Art o
B UnagRilY
B Bainlpbaian, Cotrvws inktzat o s | Ciky Lo s 0 L] (] . 0 ot
221 Expmenta School O Sankea u roos S %m 1 oo 1 540 1 iy
AR Aty D S 3 O | 1] + ] . 0 o1
228 Publc bty O Sarace (St Glesr] (Wie) (weaies Sansitw] o v . ] . ] o
225 Pudkc Autholly Ges Seece [Summer) 2007 i 1% 1Y 81 @ (4o | “r
225 Puble Autrorty Gas Sarvie (W) (wosthad Sarmti} e E ki A1 LLA) o {3 o [
Tolal Publle Authorlty T [ITEL] [E [T Hra W [LLEHN [LLH
THANITCRIATON
260 - TRANSP {220 SML COMINOG) - 124038 ey 47181 9
F 1 TNANGE T LRG COMITES) 516 131,07 1609408 N4 (1]
. llhn!‘ (1LY “ 362 150 5814 80 n
260, TRANSP (250 OPT 05) % 2800 sanar sams 227 )
260 TRANSP (2001240 ECON DEVIOEHAND) 12 1) UM . i)
20 UL PR ETI G164 - OF T8 u e (L THS 009 0
‘Special Conbacls R, L il
Totd Trsnuporial [EIET T AR i
TOTALE (3] s T 1M wmam M0 fion
Unbuled Enlry/ Ot 1 k] 1 20202
4470 Forlated Dcount i L 1 L]
4880 - Mewcalonecus Srvice charges ' et | o
TOTAL MARGIN REVENUES LIE]




SETTLEMENT AGREEMENT

SCHEDULE 12



Settlement Agreement Schedule 12 (1 page)

Schedule 12-1
Tennessee Distribution System
Cost of Service True - Up
Twelve Months Ended May 31, 2018

Line No Description Attrition Year Amount
(a) (b) (©

1 Schedule 1 Net Revenue Deficiency 5/31/2018 4,053,984
2
3 Cost of Service
4 Actual Cost of Service 5/31/2018 146,901,275
5
6 Revenue
7 Total Book Revenues 5/31/2018 155,003,409
8 Less: Prior True - Up revenues 5/31/2017 4,612,293
9 Total Attrition Year Revenues 5/31/2018 150,391,116
10
11 True - Up 5/31/2018 (3,489,841)
12
13 Cost of Capital 5/31/2018 (564,143)
14
15 True - Up Incl. Cost of Capital 5/31/2018 (4,053,984)
16
17 Deficiency Net of True - Up 0



