BEFORE THE TENNESSEE PUBLIC UTILITY COMMISSION

NASHVILLE, TENNESSEE

IN RE: June 24, 2019 )

)
RESPONSE OF ATMOS ENERGY ) DOCKET NO.
CORPORATION TO THE COMMISSION’S ) 18-00034
ORDER OPENING AN INVESTIGATION AND )
REQUIRING DEFERRED ACCOUNTING )
TREATMENT )

)

ORDER APPROVING JOINT PETITION TO APPROVE STIPULATION AND
SETTLEMENT AGREEMENT

This matter came before Chair Robin L. Morrison, Vice Chair Kenneth C. Hill, and
Commissioner John Hie of the Tennessee Public Utility Commission (“Commission™ or
“TPUC™), the voting panel assigned to this docket, at a regularly scheduled Commission
Conference held on April 15, 2019, for consideration of the Joint Petition to Approve the
Stipularion and Settlement Agreement (“Joint Petition™), filed on April 4, 2019 by Atmos Energy
Corporation (“Atmos” or the “Company”’) and the Consumer Advocate Unit in the Financial
Division of the Office of the lennessee Attorney General and Reporter (“Consumer Advocate™).

Before the filing of the Joint Petition, the Company and the Consumer Advocate
submitted the Stipulation and Settlement Agreement (“Settlement Agreement”™) on March 25,
2019 to resolve both this docket and TPUC Docket No. 18-00097. Neither docket has been
consolidated or joined. For purposes of this docket, sections of the Settiement Agreement are

intended to resolve many of the ultimate consequences of the change in tax rates resulting from



the 2017 Tax Cuts and Jobs Act, Pub.L. No. 115-97 (“2017 Tax Act” or TCJA).!

BACKGROUND AND PROCEDURAL HISTORY

Generally, the statutory rate for federal income tax expense is included as a component of
the revenue requirement when utility rates are set by the Commission. On December 22, 2017,
new federal tax reductions, including those for businesses, were signed into law. The primary
business tax reduction impacting utilities and utility rates was the lowering of the corporate tax
rate from 35% to 21%, which will significantly reduce income tax expenses that are currently
recovered in utility service rates. The lower tax rates will also impact the future tax liability for
utilities that have deferred income taxes because the tax deferrals were included in ratemaking
calculations at 35% when in fact the rate is now 21%; this lower tax liability is not reflected in

existing rates because future recovery in previous proceedings was based upon a 35% tax rate.’

Income taxes and deferred tax liabilities are major components included in establishing
rates for all corporate investor-owned utilities. Many public utility commissions, including the
Tennessee Public Utility Commission, require depreciation methods to recognize depreciation
benefits over the life of the asset placed into service.” The Internal Revenue Service (“IRS”),
however, allows businesses, including utilities, to recover investment at a faster rate by utilizing
accelerated depreciation methods. Accelerated depreciation lowers a utility’s income for federal
tax purposes in the early years when an asset is placed in service thereby reducing income taxes
owed in those early years. These tax savings are then recorded as deferred income taxes and

returned to ratepayers in future years to avoid utility windfall profits.*

"' See In re: Tennessee Public Utility Commission Investigation of Impacts of Federal Tax Reform on the Public
Utility Revenue Requirement, Docket No. 18-00001, Order Opening an Investigation and Requiring Deferred
Accounting Treatment, pp. 2-3 (February 6, 2018) (hereinafter TPUC 2018 Tax Reform Order).
> 1d.
* TPUC 2018 Tax Reform Order, pp. 2-3 (February 6, 2018).
4

Id. at 2.



Absent an adjustment, utilities’ service rates would be unreflective of a significantly
lower cost. This Commission and other state commissions have in the past allowed for deferring
expenses and/or revenues until such time as a final decision can be made as to (1) the proper

amounts to be recovered by the utility or returned to ratepayers and (2) the method by which

amounts are recovered by utilities or returned to ratepayers.’

On January 16, 2018, the Commission ordered Atmos to immediately apply deferred
accounting treatment with respect to the impact of the lowering of the federal corporate income
tax (“FIT”) rate resulting from the 2017 Tax Act.® The Commission also ordered Atmos to
provide no later than March 31, 2018, the amounts deferred, as well as a proposal to reduce rates
or otherwise make adjustments to account for the computed tax benefits. The Commission
specifically required Atmos to:

1. Track and accumulate monthly in a deferred account the portion of its revenue
representing the difference between the cost of service approved by the Commission in
its most recent rate case and the cost of service that would have resulted had the provision
for federal income taxes been based on 21% rather than 35%; and

2. Calculate the excess deferred tax reserve caused by the reduction in the corporate federal
income tax rate and recognize as a deferred liability the estimated reduction of the
utilities’ revenue requirement resulting from the 2017 Tax Act; and

3. Calculate and defer any other tax effects resulting from the 2017 Tax Act on revenue
requirement that are not included in the preceding calculations.’

The present docket was opened and in accordance with the Commission’s order, Atmos

submitted the Response of Atmos Energy Corporation to the Commission’s Order Opening an

* Id. at 2-3 (citing In re: Application to Lower Rates and Charges for Any Refund Due to Customers of Centerpoint
Energy Resources Corporation, Oklahoma Corporation Commission, No. PUD 201700568, Order, (January 9,
2018); Kentucky Industrial Utility Customers v. Kentucky Ultilities Company, et al. Kentucky Public Service
Commission, Case No. 2017-00477, Order (December 27, 2017); In Re: Tax Reform Act of 1986, Mass. Dept. of
Public Utilities, Order, D.P.U. 87-21-A, (June 1, 1987); Pennsylvania Public Utility Commission v. ALLTEL
Pennsylvania, Inc. M-860105, Order Prescribing Temporary Rate Reductions in Response to the Tax Reform Act of
1986, (June 10, 1987)).

® TPUC 2018 Tax Reform Order, p. 3 (February 6, 2018).

7 1d. at 4-5.



Investigation and Requiring Deferred Accounting Treatment on March 29, 2018. Following the
convening of a contested case and the intervention of the Consumer Advocate, a procedural
schedule providing for discovery and pre-filed testimony deadlines was entered by the Hearing
Officer.® On October 8, 2018, the Company filed the Pre-Filed Direct Testimony of Jennifer K.
Story concerning an overview of accumulated deferred income taxes (“ADIT”) and the
Company’s position for why an ADIT reduction in rate base is appropriate.” On December 21,
2018, the Consumer Advocate filed the Pre-Filed Direct Testimony of David Dittermore which
provided areas of agreement and disagreement between the Company and the Consumer
Advocate.'® The Company submitted pre-filed rebuttal testimony on January 23, 2019.

THE FILING OF THE SETTLEMENT AGREEMENT

On March 25, 2019, the Settlement Agreement was filed by the Consumer Advocate and
Atmos Energy (the “Parties”) in Docket Nos. 18-00034 and 18-00097.'' The Settlement
Agreement was intended to resolve both dockets. The Parties acknowledge in the Settlement
Agreement that Docket Nos. 18-00034 and 18-00097 have not been formally merged into a
single docket. However, the Parties assert there are issues within both Dockets that overlap or
are interrelated. The Parties concluded a single “global” settlement agreement to address all
issues in both dockets was appropriate.

THE FILING OF JOINT PETITION TO APPROVE THE SETTLEMENT AGREEMENT

On April 4, 2019, the Parties filed the Joint Petition. The Joint Petition submitted

excerpted provisions from the Settlement Agreement which the Parties submitted would resolve

¥ Order Establishing a Procedural Schedule (October 22, 2018)

® Jennifer K. Story, Pre-filed Direct Testimony (October 8, 2018).
'® David Dittemore, Pre-filed Testimony (December 21, 2018).

" Stipulation and Settlement Agreement (March 25, 2018).
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the issues in the present docket, Docket No. 18-00034. The following nine points summarize

and describe the central portions of the Settlement Agreement relating to Docket No. 18-00034:

1.

The Parties agree that Atmos’ annual review mechanism (“ARM”) shall be used as the
mechanism to address the Income Tax Savings for the reduction of the FIT rate from
35% to 21%. Further, the parties agree that a blended FIT rate of 29.26% shall be used in
Atmos the ARM Docket. Going forward Atmos’ ARM, as established in Commission
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%. "

The Parties agree to the removal of Pension Expense, Restricted Stock Program,
Restricted Stock — Management Incentive Plan (“MIP”) and MIP Variable Pay Plan
Accrual from Atmos Energy’s Accumulated Deferred Income Tax (“ADIT”) accounts
(with the exception of certain Directors Stock Award amounts) as the methodology to be
applied in order to synchronize Operating & Maintenance costs for ratemaking purposes.
The Parties further agree to remove $134,123 from the ADIT balance in this docket to
recognize this removal. 13

The Parties agree to use the Tennessee specific excise tax rate for both income tax
expense and ADIT. This increases the 13-month average balance of ADIT by $6,953,884
and decreases rate base by $6,955,572. This also 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. This adjustment results in a Regulatory Liability
balance for the impact of excess ADIT using the Tennessee excise tax rate rather than a

composite average tax rate. An adjustment of $68,802 has been applied to the months of

12 1d at 5-6.
B 1d at 8-9.



December 2017 — May 2018 resulting in an adjustment of $31,755 to the thirteen-month
average."!

4. Exhibit A reconciles the adjusted rate base to the Company’s original rate base and
includes the changes to Cash Working Capital (-$40,061), Accumulated Depreciation and
Amortization ($9,733), Storage Gas Investment Assets/Liabilities (-$31,755) and ADIT
($134,123). Exhibits B, C, D, E, and F show the impact to the individual accounts. In
summary, the Parties agree the estimated ADIT is $48,514,590 and the estimated total of
excess ADIT as of May 31, 2018 is $29,232,886 with both being finalized after the
Company files its FIT return for its prior fiscal year. °

5. Due to the lack of vintage records, Atmos will use the Reverse South Georgia Method
(RSGM) for the reversal of the excess ADIT. The Parties agree to resolve the issue of the
classification of the Repair Deduction in Commission Docket No. 18-00034; through a
Private Letter Ruling (PLR) process with the Internal Revenue Service (IRS) in
accordance with Rev. Proc 2019-1, or its successor. The PLR is to be filed with the
Commission within 90 days of written approval of the Settlement Agreement for
Commission review to determine whether it is adequate and complete.'® The question to
be posed in the PLR is “whether a Company using the 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 Deduction may be flowed back to

ratepayers over an amortization period determined by the state utility regulatory agency.”

" 1d. at 9-10.

" 1d. at 10.

' At the Hearing, Counsel for Atmos and Ms. Story indicated the Company had been advised by tax counsel that the
IRS intends to issue guidance on the issue and has asked parties to hold off from requesting such PLRs. Counsel for
the Consumer Advocate also indicated agreement. Therefore, the Parties agreed that the deadline for the PLR
should be extended from ninety (90) to one hundred and eighty (180) days. Transcript of Commission Conference,
pp. 42, 49-50, 52-53 (April 15,2019).



Further the cost to be recovered from ratepayers related to the PLR are capped at
$100,000."

6. Because of the uncertainty regarding the Repair deduction, the Parties agree the exact
classification between Protected and Unprotected excess ADIT cannot be determined at
this time. The parties agree, however, that the amortization period for Protected excess
ADIT shall be 28 years and the Commission should address the amortization period for
Unprotected excess ADIT upon resolution of the repair deduction issue. Until such time
as the PLR is addressed, the Company will continue to amortize its defined amount of
Protected excess ADIT. '®

7. The Company is not required to identify the Tennessee specific Net Operating Loss in
this docket."”

8. The amortizations of both the Protected and Unprotected excess ADIT shall be credited
to Income Tax Expense.20

9. The Company is not required to upgrade its plant accounting accumulated reserve records
or modify its accounting systems in order to utilize the Average Rate Assumption
Method (“ARAM?) in future filings. %'

The Parties state in the Joint Petition that the Settlement Agreement is subject to all terms and

conditions of the Settlement Agreement, whether applicable to the present docket or not.”?

THE HEARING

7 Stipulation and Settlement Agreement, pp. 11-14 (March 25, 2018).
18
Id at 14.
*1d. at 15.
*1d at 14.
*'1d at 15-16.
2 Joint Petition, p. 9 (April 4, 2019).



The Hearing in this matter was held before the voting panel during the regularly
scheduled Commission Conference on April 15, 2019, as noticed by the Commission on April 5,
2019. On April 5, 2019, A. Scott Ross, Esq., Attorney for Atmos, filed with the TPUC a Notice
demonstrating the Company’s compliance with the notice requirements of TPUC Rule 1220-04-
01-.05. Prior to the Hearing, the parties jointly informed the Hearing Officer that there were no
outstanding procedural issues and, further, that they waived cross-examination of each party’s
respective expert witness.” Participating in the Hearing were:

Atmos Energy Corporation — A. Scott Ross, Esq., Neal & Harwell, 2000 One
Nashville Place, 150 Fourth Avenue North, Nashville, Tennessee 37219-2498

Consumer Advocate— Karen Stachowski, Esq. and Vance Broemel, Esq., Office
of the Attorney General and Reporter, Post Office Box 20207, Nashville,
Tennessee 37202-0207.

The Parties appeared jointly and waived cross-examination of witnesses. During the Hearing,
Jennifer K. Story, the Company’s Director of Regulatory Reporting, appeared telephonically.24
Ms. Story summarized the relevant points of the Settlement Agreement filed by the Parties,
including an amendment to Paragraph #42 in which the deadline for the issuance of the PLR

2> Members of the

would be extended from ninety (90) to one hundred and eighty (180) days.
public were given an opportunity to offer comments, but no one sought recognition to do so.

FINDINGS AND CONCLUSIONS

It is procedurally unusual for one settlement agreement to resolve two separate dockets
which were not previously joined or consolidated, even more so when the settlement agreement
is hedged with an “all or nothing” non-severability clause. In essence, the Settlement Agreement

is heard in parts in two separate dockets and by separate hearing panels. With the consequences

3 Pre-Hearing Order (April 11,2019).
** Order Granting Electronic Participation in Hearing (April 15, 2019).
* Transcript of Commission Conference, p. 49-50 (April 15,2019).
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of federal tax rate changes considered in this docket and the impact on the annual reconciliation
of alternative rate mechanism pending in TPUC Docket No. 18-00097, there are issues present
which intersect and have a ripple effect between the two dockets the Parties have sought to
resolve. Be that as it may, parties that submit global settlements to resolve dockets which have
not been joined or consolidated run the risk of whole settlements falling apart if one or both
Commission hearing panels concludes one or more settlement provisions are not acceptable, just
and reasonable, or otherwise in the public interest.

The Commission Hearing panel here considered the agreements between the Parties in
the Settlement Agreement as they applied to the ARM Reconciliation in Docket No. 18-00034.
After the Hearing and upon consideration of the record and the Settlement Agreement, the panel
found the methodologies, adjustments and procedures relating to the issues contained within
Docket No. 18-00034 to be reasonable and acceptable. The panel voted unanimously for
approval of provisions within the Stipulation and Settlement, as amended by the Parties at the
Hearing, as it applies to Commission Docket No. 18-00034. Further, the panel determined the
docket shall remain open in order to address the outstanding issues which may be addressed
subsequent to the IRS’s response to Atmos Energy’s Private Letter Ruling Request as proposed
by the Settlement Agreement.
IT IS THEREFORE ORDERED THAT:

l. The Joint Petition to Approve Stipulation and Settlement Agreement filed on
March 25, 2019, as it applies to Docket No. 18-00034, and attached herein as Exhibit A, and
amended by the Parties at the Hearing, is approved. A copy of the Stipulation and Settlement

Agreement is attached herein as Exhibit B.



2. The Docket shall remain open to resolve the outstanding issues related to the
response of the Internal Revenue Service to the Private Letter Ruling Request as proposed by the
Stipulation and Settlement Agreement.

3. Any person who is aggrieved by the Commission’s decision in this matter may
file a Petition for Reconsideration with the Commission within fifteen (15) days from the date of
this Order.

4. Any person who is aggrieved by the Commission’s decision in this matter has the
right to judicial review by filing a Petition for Review in the Tennessee Court of Appeals,
Middle Section, within sixty (60) days from the date of this Order.

Chair Robin L. Morrison, Vice Chair Kenneth C. Hill, and Commissioner John Hie
concur.

ATTEST:

Earl R. Taylor, Executive Director

10



EXHIBIT A



RECEIVED

IN THE TENNESSEE PUBLIC UTILITY COMMISS[ON
AT NASHVILLE, TENNESSEE BAPR -4 py 1. 55

TRU.C. oo
IN RE:

RESPONSE OF ATMOS ENERGY
CORPORATION TO THE
COMMISSION'S ORDER OPENING

AN INVESTIGATION AND REQUIRING
DEFERRED ACCOUNTING
TREATMENT

Docket No. 18-00034

JOINT PETITION TO APPROVE STIPULATION AND SETTLEMENT AGREEMENT

The Parties jointly request approval of the Stipulation and Settlement Agreement
(Scttlement Agreement) filed in the above-referenced Docket and in Docket No. 18-00097 on
March 25. 2019. The Stipulation and Settlement Agreement is incorporated in its entirety by
reference herein. While the Parties request approval as written of all provisions of the entire
Settlement Agreement in both dockets. for ease of reference, and at the request of the Iearing
Officer. the Parties submit the following excerpted provisions from the Settlement Agreement.
Subject to all of the terms and conditions of the Settlement Agreement, including provisions not
reproduced below, the Settlement Agreement includes the following resolution of issues in this
Docket 18-00034 (as excerpted from the Settlement Agreement):

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.

' For ease of reference, paragraph numbering trom the Settlement Agreement has been maintained. Footnote number
from the Settlement Agreement has not been maintained. Footnote number | was not in the original text.



7. Thc Parties agrece 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 purposcs 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 uscd 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%.

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 fedceral corporatc tax rate from 35% to 21%.

Synchronization of Accumulated Deferred Income Tax (ADIT)

30.  Theissue 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 maintcnance (O&M) costs for ratemaking certain adjustments must
be made to Atmos Lnergy’s ADIT balance. ‘The Parties agree that the
rccommendation of Consumer Advocate witness Dittemore to remove certain

amounts (Pension Expense, Restricted Stock Program, Restricted Stock — MIP,

* Novak Direet Testimony. TPUC Docket No. 18-00097. pg. 4. lines 19-21.

s ld



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.*
Attrition Year 13
Line Description Month Average
1 Accumulated Deferred Income Tax {41,695,007) A/
Adjustments
2 To Remove Pension Expense {679,249) B/
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 Tata} (41,560,884}

A/ Attrition renod Trial barance 5.31.18.xisx from TPUC Docket No. 18-00097
B/ ADIT 06-30-18.xIsx from TPUC Docket No. 18-00097
€/ Management incentive Plan/Variable Pay Plan from TPUC Docket No. 18-00097

The Partics 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.
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.

4 The original table is set out in Dittemore Direct Testimony, pg. S, TPUC Docket No. 18-00097 (January 9, 2019).
The table in this Settlement Agrecment has been revised with the removal of “line 57 which is the Director’s Stock
Award as described in Story Rebuttal Testimony. pg. 4, line 14, through pg. 5, line 9 and fn. 3, TPUC Docket No. 18-
00097 (February 6, 2019).
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38.  The Repair Deduction results from the current deduction for certain
costs as incurred in computing federal taxaﬁle income. while those same costs are
capitalized as plant-in-service for financial reporting purposes and included in rate
basc 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 issuc of the classification of the Repair Deduction in TPUC
Docket 18-00034 through the Private Letter Ruling (PL.R) 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 Mcthod (ARAM); therefore. Atmos
Energy is utilizing the Reverse South Georgia Method (RSGM).

40.  The Parties agrec that the question posed to the [RS within the PL.LR
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 Deduction may be flowed back to ratepayers over

an amortization period determined by the state utility regulatory agency.

* Dittemore Direct Testimony at pg. 16. lines 2-6. . .
¢ 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. ' '
" For discussion of Unprotected Fxcess ADIT. see the testimony of the Consumer Advocate witness, Mr. Dittemore.

TPUC Docket No. 18-00034, pg. 7, lines 4-6.
-4 -



41.  The Partics agree to continue their strong, collaborative working
relationship during this process of resol;/ing 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 [ormal submittal of
the PLR request to the Commission.  Accordingly, Atmos Energy agrees to (a)
provide a draft copy of the PLR to the Con.lsumcr Advocatc a rcasonable period of
time before any filing of such dralt at the Commission or IRS to permit review and
comment by thc Consumer Advocate: (b) in good faith consider such comment and
input from the Consumer Advocate into such draft;(c) provide prompt notice to the
Consumer Advocate of cach 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
SUCCCSSOr.

42,  Within 90 days of the Commission's written approval of this
Settlement Agreement. Atmos Energy shall submit its draft PL.R 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 agrees 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

'
n
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related to such submission. Within 30 days of the Commission’s determination of
whether the request is adequate and compfctc 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 bui not limited to, a determination of the
balances of Protected and Unprotected Excess ADIT and their corresponding
amortization periods.

44, I{ for any rcason the IRS declines to address the issue prescnted.
Atmos Energy will file notice of such deciéion 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. i‘ncluding 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 apprppriale Unprotected ADIT balance and
amortization period is determined.

Amortization Periods of Excess ADIT
46. The issue in this subscction concerning amortization of Excess

ADIT was raised in TPUC Docket No. ]8-00034.



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 II.H. above.

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 Partics agree that due to the uncertainty regarding the resolution
of the status of the Repair Deduction. the classification betwcen 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 appropriatc 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 Partics 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 1s $29,232.886.

53. 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.®

¥ The Company commenced 28 vear amortization of Protected and Unprotected Excess ADIT on October 15, 2018.

-7-



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

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

59. The issue in this subsection concerning the method of determining
the appropriate NOI. 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 Encrgy 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 existing or future Atmos Energy docket.’

Atmos Energy’s Plant Accounting Accumulated Reserve Records

61.  Theissue 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 records or modify its accounting systems to
accommodate ARAM.

63. The Parties agree. however. that the Consumer Advocate has not

® The Consumer Advocate likewise reserves the right to challenge any other methodology incorporated in or position
1aken by Atmos in the Tax Docket or the ARM Reconciliation Docket in future dockets. The resolution of the issues
in this Settlement Agrcement has no precedential impact on any position that any Party may take in any future Atmos
docket.

-8 -



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.

The above provisions. excerpted from the Scttlement Agreement, are subject to all of the
terms and conditions of the Settlement Agreement. including those not reproduced herein.
Based upon the entirety of the record. the Parties respectfully request approval of the

Scttlement Agreement in this Docket No. 18-000034 and in Docket No. 18-00097.

Respectfully submiy/ﬁ

e
NEAL & HAWELL, PW

/
/

By: /

/(. Scott Ross,@lt?éél Y
1201 Demonbreun Streét. Ste. 1000
Nashville, TN 37203
(615) 244-1713 - Telephone
(615) 726-0573 — Facsimile

sross’a.nealharwell.com
Counsel for Atmos Energy Corporation

OFFICE OF THE ATTONREY GENERAL
FINANCIAL DIVISION, CONSUMER
ADVOCATE UNIT

)<a@n quolaowdu/ hy R (A
-

" Karen 1. Stichowski, #019607

Assistant Attorney General

Wayne M. levin, #030946

Senior Assistant Attorney General
Office of Tennessee Attorney General

-9-



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

Nashville. TN 37202-0207

(615) 741-1671 -- Telephone

(615) 532-2910 - Facsimile
Karen.stachowskifag.tn.gov
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EXHIBIT B



Electronically Filed in TPIC Docket Room on March 25th 2019 at 1:54 p.m.

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

R i i S g i e

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 approepriate approach to

resolving these Dockets.
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I. BACKGROUND
Al TPUC Docket No. 18-00034 (Tax Docket)

1. 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%
t0 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, utilitics will experience excess deferred tax reserves.’ These reserves accumulate funds for
the futurc 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 eflectively cancelled.
[Funding for these cancelled obligations was provided by ratepayers, and such funds should be
returned to ratepayers.”
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 utilitics.” 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 11 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 und Requiring Deferred Accounting Treatment, In Re: Tennessee Public Uliliy
Commission Investigation of Impacts of Federal Tax Reform on the Public Utility Reverue Reguirements, TPUC
Docket No. 18-00001. pgs. 2, 4 (February 6. 2018).

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

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, 43 (March 13,
2018} :

S TPUC Docket No. 18-0000 1was 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 rax 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 TCIA.®

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 1*esu1ting from the TCJA.

5. On Marchi 29, 2018, Atmos Energy filed its report in Response o 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 in 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. 2

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

? Comimission’s Order, TPUC Decket No. 18-00001, pgs. 4-3.

¥ Response of Atmos Energy Corporation to the Commission Order Opening 4n Investigation and Requiring Deferred
Accounting Treatment, TPUC Docket No, 18-00034 (March 29, 20183,

Y E-mail from Kelly Cashman-Grams, General Counsel, Tenn. Public Utility Comm. to Roberta Davis, Paralegal,
Hunter, Smith & Davis, LLP (Marck 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.

10 Consumer Advocare’s Petition 1o Intervene, In Re: Response of Atmos Energy Corporation to the Commission’s
Qrder Opening an Investigation and Requiring Deferred Accounting Treatment, TPUC Docket No. {8-00034 (April
24,2018).

Y Order Granting the Petition to Intervene Filed by the Consumer Advocate, In Re: Response of Avmos Energy
Corporation to the Commission’s Order Qpening an Investigation and Requiring Deferred 4ccounting Treatment,
TPUC Docket No. 18-00034 (June 11, 2018).

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

9, On December 21, 2018, the Consumer Advocate’s witness, David N. Dittemore,
[iled 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

-
i

Docket. "7 The intervention petition was subsequently granted without objection.'®

13 On January 9, 2019, the Consumer Advocatc filed direct testimony of two
20

witnesses, David Dittemore'? and William H. Novak.

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

B Direct Testimony of David Dittemore. In Re: Response of Atmos Encrgy Corporation 1o the Commission’s Order
Opeiting an Investigation and Reguiring Deferred Accounting Treatment, TPUC Docket No. 18-00038 {December
21, 2018).

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

5 In Re: Atmas Energy Corporation Ammal Reconciliation of Ansmal Review Mechanism, TPUC Docket No. 18-
00097 (September 4, 2018).

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

P Consumer Advocate's Petition (o Intervene, TPUC Docket No. 18-00097 (Ociober 9, 2018).

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

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

 Direct Festimony of William 1. Novak, TPUC Dockel No. 18-00097 (January 9, 2019).
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Gregory K. Waller*! and Jennifer K. Story®.
I 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 acceptablc terms, the Parties have reached this
Settlement Agreement. Subject to the TPUC’s -approval, in furtherance of this Settlement
Agreement, the Partics have agreed to the settiement 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 TCIA was raiscd 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 Direet 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 Comuission 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%.

2t Reburral Testimony of Gregory K. Waller on Behalf of Atmos Energy Corporation, TPUC Docket No. 18-00097
(February 6, 2019).

2 Rebuttal Testimony of Jennifer K. Story on Behalf of Athas Energy Corporation, TPUC Docket No. 18-00097
{February 6, 2019).

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

Hd
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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 Commission.?®

C. Caleulation 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.  Asreflected in the Consumer Advocate witness Novak’s Direct Testimony, Table
5.2% two ratios — or gross-up factors — are used to convert any operating margin deficiency or

27 Those two factors are the

surplus approved by the Commission into operating revenues.
Forfeited Discount factor and the Uncoliectible 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

* Novak Direct Testimony at pg. 18, line 9, Table 6.
 Novak Direct Testimony at pg. 15, Table 5.
" 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.®

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 issuc 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 agice, for the purpose of resolving this issue in the ARM Reconciliation

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

* Novak Direct Testimony at pg. 15, line [1. 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 issuc 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 {8-00097.

31.  The Partics 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,*

¥ 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 57 which is the Director’s Stock
Award as described in Story Rebuttal Testimony, pg. 4, line 14, through pg. 5. line 9 and fn. 3, TPUC Docket No, 18-
60097 (FFebruary 6, 2019).
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Attrition Year 13
Line Description Month Average
1 Accumulated Deferred Income Tax (41,695,007} A/
Adjustmranie _
2 1o reove Pension Expense (679,249} B/
3 To Remove Restricted Stock Program 93,067 B/
4 To Remove Restricted Stock- MIP /C 480,664 B/
6 To Remove MIP/VPP Acerual /C (28,606) B/
7 Total Adjustments (134,123}
8  Adjusted Total (41,560,884)

A/ Attrition Period Trial Balance 5.31.18.xisx from TPUC Docket Ne. 18-00087
B/ ADIT 06-30-18.x!sx from TPUC Docket No. 18-00097
C/ Management incentive Plan/Variable Pay Plan from TPUC Docket No. 18-00057

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 Tennessce Specific Excise Tax Rate

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

33.  Atmos Energy’s proposed ADIT balance is comprised of @ number of individual
book/tax timing differences multiplied by federal and state tax rates. The Partics 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 $6,953,572.3% The difference

3 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 {o this amount as identified in the rebuttal testimony of Ms. Story. Specifically,
the use of the Tennessce state rate is applied to only those book/tax timing ditferences in which a
rate other than the Tenncssee state tax rate was previously 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
rcconciled with the Company’s original Rate Base®! 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 Atinos 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.

U Waller Direct Testimony, Exhibit GKW-1, Schedule 7. line 29.
2 Waller Direct Testimony, Exhibit GKW-1, Schedule 7, line 15,
% Jd at Schedule 7, line 9.

3% Id at Schedule 7, line 13.

35 1d at Schedule 7, line 2.

14 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 basc 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

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

¥ 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.

¥ For discussion of Unprotecied Excess ADIT, sec the testimony of the Consumer Advecate witness, Mr. Ditteniore,

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 agrecs 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; (¢) provide prompt 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 [RS related to the PLR, as permitted by Rev Proc 2019-1 or its
SUCCESSOr.

42. Within 90 days of thc Comumission’s written approval of this Settlement
Agreement, Atmos Encrgy 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 égrrccs 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 filc a
copy in ..'UC 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 Exccss
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 Energj’ 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 uniil 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 agrecd 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.

53.  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 ot 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.
36.  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

* The Company commenced 28 year amortization of Protected and Unprotected Excess ADIT on October 13, 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 meirics
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 Mcthodology for the Excess ADIT

59.  Theissue 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 {or the purpose of resolving this issue in the Atmos
Energy Tax Docket, Atmos Encrgy will not be rcquired to identify the Tennessee specitic NOL.
The Parties agree, however, that the Consumer Advocate has not waived its right 10 challenge such
methodology in future dockets. The resolution of this issue has no precedential impact on positions
that any Party may take regarding this issuc in an e‘xisting 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 iikewise reserves the right to challenge any other methodology incorporated in or position
:aken 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 issuc 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 Partics may
present testimony and exhibits to respond to such questions and may cross-examine any
witnesses with respect to such testimony and ex.hibits. The Parties would ask to permit any
out of town witnesses 1o 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 seitlement 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 Settlement 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 Settiement 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 limiied
purposc 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 Comimission does not accept the seitlement in whole tor 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 Scttlc;ment Agreement in its entirety, cach 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 Agreemeni 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 Seftlement 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 Settlement Agreement by the Attorney General shall
not be deemed approval by the Attorney General of any of Atmos Energy’s acts or
practiccs.

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 Qr’:) day of M 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.

¥

s

HAVE SEEN AND AGREED. /

£

(‘/»"/‘ »(

g ;
;

e ! £
A v e

d

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

1201 Demonbreun Street, Ste. 1000
Nashville, TN 37203

{615) 244-1713 — Telephone

(615) 726-0573 — Facsimile
srossiancalharwell.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:

ot S 2

HERBERT H. SLATERY 1 "mPR #09077)
Attorney General and Rn,pmt(.,r
State of Tennessee

Soown N Hachonsh

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) 5§32-2910

Karen, \[ ;qr«m\t\: HEIRURIGAS

WAYNE M\_jRWN‘(BPR # 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

Wavne Irvingag.tn.gov
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SETTLEMENT EXHIBIT A



Atmos Energy
Docket No, 18-60097
Adjustments to Rate Base

Resuiting frem the Application Adjustments to Cash Working Capitsl and ADIT

Original Cosy of Phant

wmlated Depreciation and Amoerhization

Constructian Wok in Progress per Books

Storage Cas lnvestinens

Ca

HH

Working Cag

Matenal & Supphes

Accumtated Daferre

mer Advance

mer O

Ay beased Property

A7
B/ Sestlement Fxhibit SA-1 Reconct

A w/
As Filed Adjustmenis Settienment

Scttiemnent Exhibit A

Adjustment Reference

% 556,805,630 545603030

1129457 [T 108"
504 31504
(13006, 585 (317853 13528383

(6819767

640454

GXW-1 Recenciliation Revenue Reguirement Model, Sci, 7, celt E19
ation Revenue Requireiment Made! +3

Settlemen; Exliubit E

tF

Settlerment Exhib

Serrtement Exbubit O

Seiileme

Seitiement fxhihit B



SETTLEMENT EXHIBIT B



Atmos Energy

Docket No. 18-00097

Adjustment to ADIT/Regulatory Liability

Resulting from the Application of TN specific Excise Tax Rate

As Filed Accumulated Deferred Income Tax

Adjustment 1
Elimination of ADIT items refated to Disallowed Expenses

Adjustment 2
Synchronization of ADIT with Statutory State Tax Rate

Adjusted ADIT Balance
ADIT Balance per Settlement Exhibit SA-1
Difference

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

(41,694,823) A/

134,123

{6.953,884)

(48,514,584

(48,514,590) B/

— O

Settlement Exhibit B



SETTLEMENT EXHIBIT C



Atmos Energy
Docket No. 18-60097
Adjustment to Cash Working Capital

Resuiting from the Application of TN specific Excise Tax Rate

A/ B/
As Filed Settlement Difference
Revernue 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 $ 1.089,396 § (40,061)

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

Seitlement Exhibit C



SETTLEMENT EXHIBIT D



Atmos Energy

Docket No. 18-G0097

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

Af B/
As Filed Settlement Difference
Reguiatory Asscts/Liabilities  § (13,496,569} (13,528.32% $ (31,755
Monthiy Balanee Accouant 2530 - 27909 Account 2530 - 27909
May-17 - - $ .
Jun-17 - . - 3 -
Jui-17 - - g -
Aug-17 - - $ .
Sep-17 - - ) -
Oct-17 - - $ -
Nov-17 - - b -
Dec-17 {29,321.046} 129,389 R48) $ {68,802)
Jan-18 (29,221,048) {29,389 .848) $ 68,802y
Feb-18 (29,321,046} {29,385 848} S {68,802y
Mar-18 129,164,084) {209,232 8863 5 {68,802y
Apr-18 (29164084} {29.232,886) S (68.802)
May-18 (29,164, 084) (29,232 R4HY g (HK RO)
13 Monih Average {13,496,56% (13.528.32% (31,735

Al GKW-} Reconciliation Revenue Requirement Mode!, Sch. 7, cell £19
B/ Sctilement Exhibit SA-1 Recenciliation Revenue Requirement Mode! v3



SETTLEMENT EXHIBIT E



Atmos Energy

Daocket No. 18-00097

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

As Filed Accumulated Depreciation and Amortization

Adjustment {
Inclusion of SubAcct 39918 in Caleulation of CKV Accum. Deprec.

Adjustment 2
To Adyust Div 12 Accum. Deprec. for the Removal of the Updated TRV Caleulution

Total Adjustments
Settlement Accumulated Depreciation and Amortization
Ai GKW-1 Revoncitiation Revenue Requirement Model, Sch 7 celt EI3

Bf Docket #15-00097 Response to CPAD DR -0 .
Ci Settfement Exhibit SA-1 Reconetliation Revenue Requirement Model v3

$

Settlement Exhibit E

(204,635,275) A/

(6.795) B/

16,529 8/

9,733

{204,625542) ¢/




SETTLEMENT EXHIBIT F



Atmos Energy
Docket No. 18-00697

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

AJ B/

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

3,324,309 3,324,309 -
4,173,808 4,173,868 -
5,248,37 5,248,571 -
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 Reguirement Model, Sch. 7. cell E13

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

Settiement Exhibit SA-1 Reconciliation Revenue Requirement Model v3

Settiement Exhibit ¥



SETTLEMENT AGREEMENT

SCHEDULE 1



Settlement Agreement Schedule 1 (3 pages)

Schedule |
Tennessce Distribution System
Cost of Scrvice
Twelve Months Ended May 31, 2018

Line
No. Description Reference Amount As Filed Difference
(a} () {c) (& (e}

1 Costof Gus Schedule 3 $73,565,057 $40,904,923 $32,660,135
5
A
3 Operation & Maintenance Expense Scheduic 4 20,712,003 20,384,327 327.676
4
3 faxes Other Than Income Taxes Schedule S 7.486.379 7,704,182 {217,803)
6
7 Depreciation & Amortization Expense Schedule 6 12,652,532 12.516.189 136343
8
9 Retumn Schedule 7 23,701,028 22,651,143 1,009,883

— D

Federal Income and State Excise Tax Schedule R R.855.376 10.064.373 {1,209.197;

—t
[

e
a3

AFUDC Wp §-2 (149,964} (30,6933 (99,271}

PR
L N

Interest on Customer Deposits Wp i-1 78,864 165,200 (86,3263

16
7 ‘Total Cost of Service $ 146901275 8 114379845 % 32521429
I8

19 Cost of Service w/e Gas Cost 73,336,218 73,474,922 (138,705
20

21 Non-Gas Revenues i Attrition Year (Gross Margin) 81,438,352

22 Removal of 16-00105 ARM Recen Revenue included in §7-00012 4,612,293

23 No#-Gas Revenues in Attrition Year with True-up Removl 76,826,059

24 .

23 Additional Revenue Required to Earn Authorized Rate of Retum {3,489.841)

2

25 Carrving Cost {564,143}

27 Amouri 1o be added 1o revenue sigliciency / deficiency
28 inkFebruary §, 2019 ARM pling




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

WP 1-1

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




_ WP 1-2
Tennessee Distribution System
Allowance for Funds Used During Construction
Twelve Months Ended May 31, 2018

Line
No. Description Amount
@ ®)

I Base Period AFUDC per books - Div 093 (1) S (83411
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 S (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
i8
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 {o 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

SCHEDULE 3



Settlement Agreement Schedule 3 (2 pages)

Tennessee Distribution System
Cost of Gas
Twelve Months Ended May 31, 2018

Schedule 3

Line
No. Description Amousnt
(@) &)

I 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 Periad $ 40,904,923
6

7 Attrition Period per books cost of gas (20 $ 74,744,487
8  Adjustimenis

9 Atirizion Period Net Elimination of Intercompany Leased Storage Property {1,179.430)
10

11 Total Adiusted Gas Cost $ 73,565,057
12

13 Change from Basc Period to Attrition Year ] 32,660,135
14

13 Attrition Year Gas Cost s 73.565.057
16

17 Note:

18 1. Twelve months ended September 30, 2016
19 2. Tweive months ended May 31, 2018



WP 3-1
Tennessee Distribution System
ELIMINATION OF LEASED PROPERTY-RENT
Twelve Months Ended May 31, 2018

Storage Leased Storage
Line Building Expense Property Expense Storage Rent
No. Description Rent O&M O&M Depreciation  Other Taxes Gas Cost
(@) (b) ()
I June-17 $ - $ 28,140 $ 17,359 § 3,030 § (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 § - § 124283 § 17,394 % 3,050 § (86,646)
5 October-17 S - $ 73 825 § 17,370 § 2317 & (86,6406)
6  November-17 S - $ 23288 § 17371 % 2,317 § (86,640)
7 December-| $ - $ 19684 § 17371 2,317 % (126,554)
8§ January-18 h) - $ 32,524 § 17,371 § 2,417 °§  (106,600)
9  Tebruary-18 $ - $ 31,625 % 17,370 % 14205 §  (106,600)
10 March-18 $ - $ 27,550 % 17,370 §$ 2417 (106,600
It April-18 $ - $ 29,146 § 17,371 § 2,417 §  (106,600)
12 May-18 $ - $ 49746 § 17,371 $ 18,371 & (106,600)
13
14 Total Per Books  § - $ 437,252 § 208434 § 58978 § (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) (©)
Base period per books O&M Expense (1) 21,828,328

=Y S Y=Y -C RN B NS VU S R

Change from Base Period to Attrition Year
Attrition Year O&M Expenses - Before Eliminations (2)
Adjustments {0 O&M

Elimination of Intercompany l.eased Property - Rent
Inclusion of Barnsley Storage Operating Expense

Total Adjustments

Total Adjusted Operation and Maintenance Expenses

Note: :
I. Twelve months ended September 30, 2016

2. Twelve months ended May 31, 2018

(1,553.577)

=N
2
~
[
h
[\

20,712,003




Tennessee Distribution Systero
Operation and Maintenance Fxpemses
Twelve Months Ended May 31, 2018

s | Tennesser S5t I {iencenl Dfce |1 Fotal
Higtoric Hase Agrition Dilerenge Attrition Lifference i Adirigion Differepce Hiypucic ase Attrition Rifference

; Labor
> Benefisy h

3 Ewployree Welfare kS

4 Tasurance
S Rent, Maiat, & Utilities 3
& Vehicles & Eqguip 4
7 Materials & Supplics 5
S Information Techinlogics x
9 Telecum

10 Marketing

11 Directors & Shareholders &PR
12 Dues & Donations

13 Priot & Postages

14 Fravel & Entertainment

{3 Training

1o Outside Services

17 Provision for Bad Debt

18 Miscellaneow

19 Total D&M Expenses

P

2t Disaltowed lems

22 Qther {Sub 05416 and 09412}

23 Tneentve Comp (MFR 35}

24 Benefirs oF T Accrualy

25

Wi N
O

W

A

8§
N
s
5

GG R

L Y ]

A YA e
v

Kl Rl
P

wn

(3562 83541 (307112

6600215 &

bt

[P N

(2655740
6672828

24

CCriRanyy

{540.0660

(156027

24 Rate Case Expense - .
27

R Avtwal AHecable Pension Contribution N

AT etat 380 FRA PSRN AU

7




WP 4.2
Tennessee Distribution System
Operation and Maintenance Expenses by FERC
Twelve Months Ended May 31, 2018

[ Division 093 1
Line  FERC Historic Base
No. Account Period Attrition Year

17350 1.504 891

2 8400 - -

3 8360 44801 38.036

4 8600 6.308 -

5 8630 5,775 800

6 8650 - -

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

& 8710 - 63

S 8711 5,762 47,040
10 8740 3,656,775 4,055.5%6
11 8735¢ 474.888 454,046
12 8760 7 262
13 8770 2.615 5,650
14 878C £%1,638 692,491
15 8800 130,271 94,150
16 8810 302,506
17 8860 6,612
18 8870 43,374
19 8890 140,114
20 8900 . 33
218910 - 139
22 8920 8,229 (26,005)
23 8930 11,094 37.016
24 8940 (56) 130
25 9010 212 -
26 9020 947,850 481,768
27 9030 216.23¢ 083,425
28 9040 286,637 268,238
26 9090 152,522 16,139
309100 - 33
319110 332,849 226.566
329120 42.872 63,690
32 6130 100 LG9
34 9160 - ~
35 9200 99,887 111,863
36 9210 20,297 14,242
379220 10,354,992 9,868.855
318 62306 160,931 154,589
39 9240 139,178 142,185
44 9250 27,773 50,130
41 §260 1,232.904 1,153,867
42 6270 B -
43 9280 180,833 6,714
44 9302 21.871 7,525
459310 16,531 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 (91 J
Line  FERC Historic Base
No.  Account Period Aftrition Year
8160 - 62

44 8170 521 549
45 §180 544 320
46 8190 7.490 6.868
47 8210 2,213 2,882
48 8240 - 11
49 8250 12,765 15,258
50 8500 151 C
51 8360 1,626 G01
52 8579 1,060 1,009
53 8640 - -
34 8650 93 -
55 8700 3,160.485 3,133,634
36 8710 140
57 8711 54,108 100,381
58 8740 90,489 119,576
39 8750 113,03¢ 155,723
60 8760 70 2,836
6t 8770 1.036 36,722
62 8780 478 82
63 8800 1,610 173
64 4810 309.394 274,246
65 8860 - -
66 8940 - -
67 9010 - 27.899
68 8020 - .
69 9030 2,765,198 1,921,993
70 9050 388 -
71 9100 753 2,138
72 9110 131.544 170,230
73 9120 3.933 3.041
74 9130 8,75 5,598
759200 {104.066) (219,098)
76 9210 69,126 {(38.644)
77 6220 (8,980,256) (7.786,772)
78 9230 175,503 141,485
79 9249 (11.528) (16.370)
§0 9250 371,198 146,225
81 9260 1,837,731 1,776,232
82 9280 « 441
83 9302 103,019 11.355
84 9310 - -

85 Total 68.000 {0}




WP 4-2
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
§5 8230 - 6.062
86 8560 463 6,983
87 8700 4341 283,387
88 8740 112,666 45956
89 §780 - .
50 8800 (3,799 .
9f 8850 - 24,916,754
92 8940 - -
93 9010 17.340 118
94 9630 1.883.902 72,748
935 9100 - 1707
96 9120 7.034 17,895
97 9164 - 1,009
98 9260 (15,85G,637) (12,976,253)
99 9210 22.631.682 23,211,846
100 9220 (91,705,860 {100,272,886)
101 9230 9,003,724 10,871,863
102 9240 126.521 135.293
103 9250 21,484.805 19,993,118
104 9260 41,979.578 47,668,559
105 9361 - -
106 9302 5,798,774 6,591,333
107 9310 5.260.633 5.059,659
108 9320 304,218 396,046
109 Totai 1,143,384 26.033.838




WP 4.2
Tennessee Distribution System
Operation and Maintenance Expenses by FERC
Twelve Months Ended May 31, 2618

| Division 012 ]
line FERC Historic Base
Ne.  Account Period Altrition Year

107 8700 824 1,876
108 8740 21.423 19,316
109 8800 54 37
116 9010 5.161.977 4.140,074
111 9920 76 9,791
112 9030 22,338,905 18,683.675
13 G160 - -
114 9200 4,319,176 4,045,370
115 9210 9.667.656 8.021.415
116 9220 (85,357,052) (46,393,818)
117 9230 576465 §47.264
118 9240 121,818 93,934
119 9250 - 183
120 92060 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

123 Totel 4] 0




Atmos Energy Corp - Teanesses Distribution System
Agtrition Year Period Bad Debt Cafoulation
Tweive Months Ended May 31, 2018

3

Proypogat Proposed Revenue

Adiustaaris Customer  Commedity @ Propased Bad Dabt ¢
e to Yfis Charae Charge Rates niage  Bad Dept
e ofy Y 31} i Y] (5
e A 1.208 BEey & 50,922
5 & 1206 RERSN

pential Gas Sevi 22 1206 k!
; u 206 34
1" e 353 25 0735 512 5% § 3
8 iRl 288 0.5% 3§
()
to § 36.00 $A 4.3% 3 414
i
. ; 0 ¢ 3 O 1 X5 i -
i3 o (S Cizen) {Winter) (weather Senasitive} & 0 2 G 0.9 1206 3 -
i4 usthority rvice {Summer 7,438 @3 1450 1,206 457 § 4
is ibfic Aythority Gas Servioe {(Weter) wsather Sensilve) 409 130 1 1.206 o $ 631
16

£r
<

172 Largs Co
I8
19 Tl

1l 25s Servioe (weather sensitive) ¢ G 3 [}




WP 3.4

Afmos Laergy Corp - Tennessee Distribotion Rystem
Attrition Year Peasion Benchmark Calenlation
Twelve Monibs Ended May 31, 2018

Pemsion Conbubion
Pereens of Asggned to
nated Contribution CapitaliReduction fo Q&M

Nuwpriber of Bt o Fantor 1o

Composite Labor

Lane Mo Disersption Pagvisipants aabiliy Apglicable to Grogp  Year Contribution Ceniesgon Capitalization Rate Costs
(2} ¢k () () {2y {f ()
1 Al Other {nut alfecadle to Tennessee) S 414474000
2 Co 810 - Shared Sepvices 3K 000
Co G- 80
$ Active T oo horsdietion Do ployess 58 £ (%1364}
i nactive Teanesses Jurisdivtion Bmployees
5 Active Diviston Geperal Office bnplovecs nE 53 7% [RL NSNS
3 boe Dnvision eral Office Emplovees (presmer 47
b} Inastive Divizion General Cifice Emplovees {post-merger} E
3
i Towd Amount of Contribution Allecable 1o Tennessee 565G % 3234564600 1050.00% 8 $ 006,000 $ 364 511 . (I2.076;

1 For General Ofice eraployess swho worked at Untted Cities Gas Compagy poor 1o the merger with Atmos Energy, the Company has applied the allocatinn factor used to allotate

fabor enpense e Dockey No, 95.022358

s Relival U CINSFY RIS

s Adoation







SETTLEMENT AGREEMENT

SCHEDULE 3



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) ()
I Base period per books Other Taxes Expense (1) $ 7,811,449
2
3 Change from Base Period to Atirition 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



Tennesser Distribution System
Taxes Other Than Income Taxes
Twelve Months Ended Sept X, 2044

Na Descripton OQct-18 Noy-15 Dec-45 Jan-16 Feb-16 Mar-1o Apr-16 May-16 Jan-16 Jut- 16 Aug-16 Sep-16

i Divisim 093

2 IEN AN 37419 18200 10.238 10,522 3068
3 (&3 o - - -

4 [ 80y ¥ - - -

¥ RSB EREIRNAE RIS R94E5 I$E854
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2% FlCA
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i
2 41} 4
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Ad Valorern 33 (¥t} 22000 i 5 S2.4004
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by
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Tennessee Distribution System
Faxes Othee Than knconte Taxes
Twelve Monthy Ended May 31,2018

Line
No. Bescrinton Jun-17 fal-17 Aug-17 Sep-17 Qet-17 Nov-17 Decd? Jan-18 Feb-18 Mar-i8 Apr-18 May-18
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tonal b

T
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7
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& I
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SOR 4% AR 420is [ e 831
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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
R Description Reference Amount
(a) ®) (©
j Base period per books Depreciation Expense (1) $ 11,338,190
2
3 Change from Base Period to Attrition Year . 1,168,489
4
5 Attrition Year per books Depreciation Expense (2) Wp6-2 § 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
5] .
i3 Net Elimination of Intercompany Leased Property Wp 3-1 208,434
14
15 Adjustment for Depreciation Expensc 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



WP 6-1
Tennessee Distribution System
Depreciation Expense Adjustment
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
Tennessece Distribution System
Depreciation Expense Adjustment
Proforma SSU Depreciation at Current Depreciation Rates
Twelve Months Ended May 31, 2018

Line
No. Description Allocated
@ @

1 Proforma Depreciation
2 Tennessee Operations $ 11,613,517
3 Mid-States General Office $ 18,466
4 SSU Div 12 - Customer Setvice $ 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
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Settlement Agreement Schedule 7 (19 pages)

Sef
Tennessee Distribution System
Rate Base & Return
Twelve Months Ended May 31. 2018
Thirteen ¥Month Average

Hisworic Base

N . Perod (1 Change Altrition Year - e
s 9] 1d) e

PoCrig § 186264377 %
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RN

Libties -
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Tennossee Distoibinstaon Sseiens
Reatfocativn of Rate Base Teem at Pruforma Alloation Factors
Tweler Moz Ended May 38, 2044
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Teroressex Distetbution System W
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Tennessee Distribution System
Pension Reguinted Asset
Twelve Months Ended May 31, 2018

Contribution Ditference

z
4

897 534
$ £268,350

Regulated Asset
& Amortizatien Expense Fudnnee

? Mar-16

Jan- i@ -

S
#

meisation® L avesays

Jvispon £93

ey included m Berel



Ling

Twelve Months Ended May 31,

WP 7-4
Teunessee Distribution System

Accumulated Deferred Income Tax

Shared Services Division 802
2018

Non-regulared  Regulated Utility

N Month  Total SSU 002 NOLI NOL Ciher ADIT  SSU Utiliy ADIT
{a} (o} ic) {d} (¢} ()
I 05011038 (219884027 44 424,895 665
2 IR 298,312 (215,884,627 Rl 428,182,939
3 224 9449 437 (219,679,038) 40
4 267982 820 (220,149 274 44
2 ¢ xllr 149274y 444,334 650
6
7

Ba kA A s e el La2 lad L
faa s B NN R R S

41
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475465168
632.296.868
614.493,19
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381635 b-ﬂ
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7a0l,060,47
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725798687
T23.798.687
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so 149,844
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8(\ 458 1
LERIDN ‘134
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WP 7-5
Atmos Energy Corporation-Tennessce
Cash Working Capital Lead/Lag Analysis
For Forward Looking Attrition Year Twelve Months Ended May 31,2018

Line

No. Base Period Attrition Year
i Reveune Lag 37.50 37.50
2
3 Expense Lag 34.02 34.79
4
5 Net Lag 3.48 2.71
6
7 Daily Cost of Service 299,101 402,047
8
9 Cash Working Capital 935,030 1,089,396



WP 7.6
Atmos Energy Corporation-Tennessee
Cash Working Capitat Lead/Lag Analysis
For Forward Looking Attrition Year Twelve Months Ended May 31, 2018

CwW(C

Line Attrition Year Expense Requirement
No Description Expenses Fag {b) x (¢)
(&} (b} (e} (dj
i
2 73,365,087 3923 2,893.215.708
3
4 Operation and Maintenance Expense
5 O&M, Labor 7,78G.145 14.67 19,466,618
6 O&M, Mon-Labor 12,931,858 29 44 380,713,902
7 Total O&M Expense 20,712,002 490,140,542

o oo

14 Taxes Other Than income
11 Ad Vaiorem 4,734 226 24150
12 State Gross Receiprs Tax 881,921 (15135
13 Payroll Taxes 219,870 15.41
14 Franchise Tax 788,497 37.50
15 Ra inspection Fee 494 731 272.50
it DOT 32.083 59,00
1§ Allocvated Taxes-Shared Scrvices
19 Ad Valorem 3% 101,653 241.50
20 Payroll Taxes 69% 228,262 15.41
21
22 Allocated Taxes-Business Unit
23 Ad Valorem (157078} 24150 {37.934,328)
24 Payroll Taxes 3160% 162,21 15.4] 2496 614
25 Votal Taxes Other Than Income 7,488.37 1.172.000,694
26
27 Federal Income 7,155,347
28 Curren - 37.50 -
29 Deferred Taxes 7185348 - -
S
3 State Excse Tax
32 Current Taxes - 37.50 -
32 Deferred Taxes £.700,0235 - -
34
35 Deprociation [2.632,532 - -
R1)
37 Interest on Customer Deposits 52,78 182 50 §,632,503
38
39 Intorest Expense - L1TD 6.60:,417 9125 S47.625,314
49
I Interest Expense - STD 274,176 24.05 6,503 578
3
43 Return on Equity 17,549 647 - -

44
45

46 TOTAL 147,149 368 34.79 5,119,350.338

et 00
47

48 Duly Costof Service 4472 037

40

LIt

~SU



WP 7-7
Atmos Encegy Corporation-Tennessec
Cash Warking Capital Lead/Lag Analysis
For Historic Base Period September 30, 2016

CWC
[ine Histori Base Expense Requirement
No Deseription Period Lag (b} x (¢}
(a3 {b) {ct @

I Gas Supply Expense

2 Purchased Gus 40 904 923 39.33 1608790612
3

4 Operation and Mamtenance Expense

s O&M, Labor 1,789,527 14,07 109,598,628

G&M, Non-Labor 13,794,549 29,44 406,111.511
Total O&M Expense 21.384.075 318,710,149

S i

R

Taxes Other Than Income
Ad Valorem 4.303.249%
State Gross Receipis Tax 1,482,525

.

bk mdn ek v et
(]

K Payroll Taxes 269272
4 Franchise Tax {

BRI

TRA Inspection Fee

DOT

v,
i SN )

Allocated Taxes-Shared Services

19 Ad Valorem 5% - 24130 -
20 Payrol] Taxes 1008 146,448 15.41 S.246.153
2%

22 Allocated Taxes-Business Unit

23 Ad Valoren 6% 38,909 24130

24 Taxcs 4% 67,902 15.41

25 Total Taxes Other Than lncone

26

27 Federa! Income Tax 5,169,974

28 Current Taxes . 1730 -
29 Peferred Tases 6,169,674 N -
31 State Dxciss Tax 7,225,511

32 Cugrent Taxes - 3730 -
33 Deferred Taxes 1225511 - -
34

35 Teprectation 11,541,971 - -
346

37 Interest on Customer Deposits 138,049 18250 28.29¢€ 271

39 Interest Hinpense - LTD 5.783,110 §3.25 524,971

37
;?,E','/

41 Interest Expense - STD 286,354 24.08 A, 886,420

43 Returr on Equity 15,694,294 : -

44

45

46 TOTAL 34.02 374,128, 0
47

48 Daily Costof Service 299,101

hi¥
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WP 7.8
Tennessee Distribution System
Rate Base & Return Forecast vs. Actaals
Twelve Monthy Ended May 31, 2018
Thirteen Month Average

Line Adtrition Year Atlrition Year
N, Description Toust Variance Actuals Reference
(2) s ich (d} {e)

I Original Cost of Plant 0 OSS3915203 % (7310171 $ 346605030 Wp 7l WprZ
2
3 Accumwlated Deprecistion and Amortization $ (202,397056% § {2.028.486 % (204625342 Wp Il WpT-2
4
4
S Comutraction Work in Progress per Books $ 6,897,700 % 11732151 % 18,629,890 Wp7-1 WpT-2
6 .
7 Sterage Gas Investinent $ 5,943,713 § (1,387.758: % 4.355.955 Wp ?-1 Wp7-2

9 Cash Working Capital $ 1,545,831 & (436,435 § 1389396 Wp 7-5

Total Rate Base

U
o
3
oy
T
wh
-
W

FO87023 8 A4 ndu464

i1 Material & Supplies $ 387§ [RIG I 3L Wp el Wp72
i2

13 Regulatory Assers/Liabiiities S - $ 013,528,323y & (13,528,323 Wp T3 Wp 7-10
i4

15 Accumuiated Deferred fncome Tux § 6028506927 & 11770502 § 0 (48514550 Wp 7-1

6

17 Customer Advances for Construction X (76428 % 56432 § {19555 Wp 7.1 Wp7.2
8

19 Customer Deposits $ (4720013 & 3098587 S (1,624.0267  Wp7-1 Wp7-2
20

21 Accumulated fnterest on Costomar Deposits $ (89,264} ¢ 37218 % (32049 Wp7-1 Wpi-2
22

31 Unadjusted Rate Base £ 300566468 § S 302847250

24

25 Adjustments, 2927313 § 3 {3,401 587

26

2 Net Elimination of Intercompany Leased Properny $ 331318 & 182615 % $.495.2¢1 Wp 7-1 WpT-2
2

3

Return at Overalt Costof Capital on Rate Baxe

h
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SETTLEMENT AGREEMENT

SCHEDULE 8



Settlement Agreement Schedule 8 (3 pages)

Tennessee Distribution System
Computation of State Excise & Income Taxes
Twelve Months Ended May 31, 2018

Schedule 8

Line Tax
No. Description Rate Base Period " Attrition Year” Change
(a) (b) (©) (d)

2
3 Required Return $ 19,498,097 $ 23.701.028 § 4,202,931
1 Current Return $ 17.548,681 § 26,017,243 § 8,468,562
4
5 Pre-Tax Deficiency from Current Return 1,949 416 (2.316,215) (4,265,631)
6  Tax Expansion Iactor 1.6365 1.5067
7 After-Tax Deficiency from Current Return 3,190,220 3,489,842) (6,680,061)
8
9  Tax Liability Increase / Decrease (In 7 - Ln 3) 1,240,803 (1,173,626) (2,414,430)
10 Current Tax Liability $ 7,395485 $ 10,029,002 3 2,633,517
11
12 Income Tax Liability $ 8,636,288 §  8.855376 % 219.087
13
14 Less: [TC Amortization - -
15
16 Total Income Tax Liability 8,636,288 8,855,376 219,087
17
18  Note:
19 1. Twelve months ended September 30, 2016
20 2. Twelve months ended May 31, 2018



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) (c) (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% -

-

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

9

10 [1] Division 091 - Mid-States General Office allocation factor excluding Kentucky



WP 8-2
Tennessee Distribution System
Revenue Conversion Factor
Twelve Months Ended May 31, 2018

Attrition Year
Line No. Amount __”Bﬂlﬂnce

1 Operating Revenues 1.0vu000
2

3 Add: Forfeited Discounts ‘ 0.005167 0.005167
4

5 Balance 1.005167
6

7 Uncollectible Ratio 0.001731 0.001739
8

9 Balance 1.003427
10

11 State Excise Tax : 0.065000 0.065223
12

13 Balance .938205
14

15 Federal Income Tax 0.292600 0.274519
16

17 Balance 0.663686
18

19 Revenue Conversion Factor (Line 1/Line 9) 1.506700



SETTLEMENT AGREEMENT

SCHEDULE 9



Settlement Agreement Schedule 9 (5 pages)

Schedule 9
Tennessee Distribution System
Overall Cost of Capital
Twelve Months Ended May 31, 2018
Line Overall Cost of
No. Description Percent Cost Rate Capital
(a) (b) (c) (d

1 Long Term Debt Capital 37.78% 5.21% 1.97%

2 Short Term Debt 3.86% 2.27% 0.09%

3 Equity Capital 58.35% 9.80% 5.72%

4

5 Total Capital 100.0% 7.78%




WP 9-1
Tennessee Distribution System
Cost of Capital
Twelve Months Ended May 31, 2018

May 31.2017

Line No. Description $ Yo
(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%




Tennesser Distribmtion System
Cost of Capital Short Term Debt Rate
Twelve Monoths Ended May 31, 2018

12 Month Avg

Atmos Consohdated -

12 Mooth Avg

cale of ST rate

WP -2

Commitment Bank Fe

cston CPor Intereston Fees on Crecht AGC Credit Faoility

Long-Term Short-Term §1TD STD STD
Drate Debt Diebt Avg Daily Bal  Int Exp & fees  avgrate
{w} th {©) (e} (t (&)
2,564.900 664 629, "7 850
i 3066734196 5 424,284 267 625683
3 Julk-1 3066772 009 23067129 474,143
A4 Aug-17 D66.404. 471 362,72 277 & 324,041
5 Sep-17 3,067,045 495 447,745,209 382 000 6149875
6 Oat-17 3067186 078 572.350,585 492 318,129 739 849
7 Nov-17 3,067,327 541 657,589, 574 636,332,033 895,754
R Dec.17 3.067 { 384,445 161 671636
9 Jan-i8 261,155,643 3638627
0 Feb-IR 3.067.750,610 213748073 208,422,143 471328
I Mar-18 306731 613 129601816 133.250,643 427,969
2 ApretX 3068037 657 109,795,722 0122353 35122
3\1‘1\2- 8 3‘2‘68,37“"()80 143 846,586 G0 .967,742 415026

3
& Average

()

Month Avg
313822220

6,813,388

300,193 558

Draws on Credit Facalithy Faeiliv With RBS
30121
Detal of Cola (£ Consolidated Int Exp & Fees
Utility
tnt Exp Commit fres Bank Admin

127,568 97,301

131,821 97,304

131,321 497,301

127.568 97.301

121,821 97,301

, 127,568 97.301
448314 13182 97.301
134,740 131,821 97,301
254.963 119,064 97,301
195,328 131821 100,820
108,170 127.568 115,483
167.723 131,821 115483

4,080,309 95 LSTLABUS8 1,217 405 86

per ST rpts: 6310388
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Settlement Agreement Schedule 10 (2 pages)

Schedule 10
Tennessee Distribution System
Rate of Retorn
Twelve Months Ended May 31, 2018

Line Histore Base Ratemaking Cugrent Rate of
No. Description Reference Period (1) Change Aftrition Year (1) Adjustments Return
(a) (b 18! {d) ()] 0 ()
t Totad Revenues Sch.2 & 106933930 § 48067470 % 133003409 § (46122933 § 130201116
2
3 Gas Cost Sch. 3 40,904,923 32660133 73,305,057 - 73505037
53 Qperation & Maintenance Expense Sch. 4 21384075 (872.072) 20,712,003 - 20,712,003
6
7 Taxes Other Than Income Taxes Scho $ 7836449 (370,070} 7486379 - 7,486,379
8
9 Depreciation & Amortization Expense Sch. 6 11341971 193143 12038014 (82.,582) 12.652.532
10
t1 Federal Income and $tate Fxcise Tax Wp 101 7393483 4,181,791 11,377,276 {1.548.274) 10,029,002
12 . . .
13 Inrerest on Customer Deposits Wp -1 155,044 (76.183%) 78,864 - 78,864
14
13 AFUDC Interest credn Wp 1-2 {50 6831 (99.271) {149 964) - {149 964}
16
17 Retum on Rate Base $ 17548681 & 11449699 28.998.680 & (2981437 § 26.0317.243
i%
19 Total Rate Base Sch. 7 % 288,3TN366 0§ 44176944 8 302847230 0% 2003214 $ 304,640,464
20
21 Rate of Return on Rate Base 6.79% 9.38% 8.54%
22
23 Interest Expense Sch. 8§ 6,039,464 193.009 6,232,473 43,120 6,275,594
24
25
26 Retumn on Egquity $ 11.509.217 3 22.766 247 by 19,741,650
27
28 Rate of Return on Equity §.38% {2.90% 11.11%
29
30 Note
311 Twelve monthy ended June 306, 2016
322 Vwelve months ended May 31, 2018



SETTLEMENT AGREEMENT

SCHEDULE 10



Tenncessee Distribution System
Computation of State Excise and Federal Income Taxes for Sch 10
Twelve Months Ended May 31, 2018

Wp 10-1

Lin Tax  Historic Base  Attrition Period Adjusted
e Description Rate Period (1) Amount (2) Amount
(a) (b (c) (d) (e)
1 Net Operating Income Before Income Tax § 24893472 § 40,425,992 $ 35,896,281
2
3 Interest Deduction 6,039,464 6,232,473 6,275,594
4
5 Eqguity Portion of Return $ 18,854,008 § 34193519 § 29,620,687
6 . ‘
7 Application of Tax Rate to Equity Return - Tennessee 6.5% 1,225,511 2,222,579 1.925.345
8
9  Application of Tax Rate to Equity Return - Federal 29% 6,169.974 9,354,697 8,103,657
10
11 Income Tax Expense $ 7395485 & 11,577276 $  10.029,002
12
3 Less: ITC Amortization - - -
14
153 Total Income Tax Liability $ 7395485 § 11,577.276 § 10.029,002
16
17 Note:
18 1. Twelve months ended June 30, 2016
19 2. Twelve months ended May 31, 2018



SETTLEMENT *GREEMENT

SCHEDULE 11
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SETTLEMENT AGREEMENT

SCHEDULE 12



Settlement Agreement Schedule 12 (1 page)

Schedule 12-1
‘Tennessee Distribution Sysfem
Cost of Service True- Up
Tweive Months Ended May 31. 2018

Lins No Descriptin Astrition Year Amount
{a} (b )
i Sehedule | Met Revesue Deficiency 4,053,98¢
2
3 Costof Service
4 Actual Cost of Service 146,961,275
5
6 Revenue
7 Tota! Book Revenues
g T.ess Prior Trug - Up rev
S Total Attrition Year Revenues

H Troe - Up (3,489 8415
2

i3 Cost of Cupitad RS EPIE (Sed 143y
4

s True - Up Inel Cost of Caputad 14,053 584)
17 Deficiency Netof Trus - Up ¢



