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BEFORE THE TENNESSEE PUBLIC UTILITY COMMISSION 
 

NASHVILLE, TENNESSEE 
 

April 22, 2021 
 
IN RE: 
 
RESPONSE OF ATMOS ENERGY 
CORPORATION TO THE COMMISSION’S 
ORDER OPENING AN INVESTIGATION AND 
REQUIRING DEFERRED ACCOUNTING 
TREATMENT 

)
)
)
)
)
)
)
) 
 

 
 

DOCKET NO. 
18-00034 

 
ORDER APPROVING NOVEMBER 2020 STIPULATION AND SETTLEMENT 

AGREEMENT 
 

 
 

This matter came before Chairman Kenneth C. Hill, Commissioner Robin L. Morrison, 

and Commissioner John Hie of the Tennessee Public Utility Commission (“Commission” or 

“TPUC”), the voting panel assigned to this docket, during a regularly scheduled Commission 

Conference held on February 16, 2021 for consideration of the Stipulation and Settlement 

Agreement (“2020 Settlement Agreement”), filed on November 4, 2020 by the Consumer Advocate 

Unit in the Financial Division of the Office of the Tennessee Attorney General and Reporter 

(“Consumer Advocate”) and Atmos Energy Corporation (“Atmos” or “Company”). 

BACKGROUND AND PROCEDURAL HISTORY    

In general, when utility rates are set by the Commission, the statutory rate for federal 

income tax expense is included as a component of the revenue requirement. On December 22, 

2017, new federal tax reductions, including those for businesses, were signed into law as the 2017 
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Tax Cuts and Jobs Act, Pub. L. No. 115-97 (“2017 Tax Act” or “TCJA”).1 The TCJA included a 

reduction in the corporate tax rate from 35% to 21%, which impacted utilities and utility rates. The 

reduced tax rate resulted in significantly lower income tax expenses to be recovered in utility 

service rates. The lower tax rates also impact the future tax liability for utilities that have deferred 

income taxes, as the tax deferrals were included in ratemaking calculations at 35% instead of the 

current applicable rate of 21%. The resulting lower tax liability is not reflected in existing rates 

since previous proceedings based future tax recovery upon a 35% tax rate.2 

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.3 The Commission also ordered Atmos to provide 

to the Commission, 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. Specifically, 

the Commission ordered 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.4 
 

 
1 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). 
2 Id. 
3 TPUC 2018 Tax Reform Order, p. 3 (February 6, 2018).  
4 Id. at 4-5. 
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Atmos submitted its response, which opened this docket, on March 29, 2018.5 The 

Consumer Advocate filed a Petition to Intervene on April 24, 2018. The Hearing Officer entered 

an order granting the intervention on June 11, 2018. The parties exchanged discovery and filed 

testimony. Subsequently, on March 25, 2019, the parties filed a Stipulation and Settlement 

Agreement (“March 2019 Settlement”) in this docket6 and in TPUC Docket No. 18-00097.7 The 

Commission entered an order approving the March 2019 Settlement on April 15, 2019.8  

The March 2019 Settlement did not resolve all issues pending in this docket. While the 

March 2019 Settlement resolved issues concerning the calculation and methodology to address 

income tax savings resulting from the TCJA’s reduction in the corporate income tax rate and issues 

concerning the Excess Accumulated Deferred Income Tax (“EADIT”) as of May 31, 2018, the 

parties disagreed about the Repair Deduction classification identified as either Protected or 

Unprotected EADIT.9 The parties agreed to seek a Private Letter Ruling (“PLR”) from the Internal 

Revenue Service (“IRS”) to obtain guidance on the issue while leaving this docket open to address 

the remaining unresolved issues, primarily concerning the proper classification of EADIT.10  

On December 20, 2019, Atmos informed the Commission that the IRS requested that PLR 

requests not be submitted until the IRS had issued additional guidance on various tax matters 

relating to changes in the tax rates caused by the TCJA.  The parties suggested that the PLR request 

filing contemplated in the settlement be deferred until 180 days after issuance of the additional 

IRS guidance.11 

 
5 Response of Atmos Energy Corporation to the Commission’s Order Opening an Investigation and Requiring 
Deferred Accounting Treatment (March 29, 2018). 
6 Stipulation and Settlement Agreement (March 25, 2019). 
7 In re: Atmos Energy Corporation – 2018 ARM Reconciliation Filing, Docket No. 18-00097, Stipulation and 
Settlement Agreement (March 25, 2019). 
8 Order Approving Joint Petition to Approve Stipulation and Settlement Agreement (June 24, 2019). 
9 Id. at 5-6.   
10 Id. at 6. 
11 Request for an Extension on Behalf of Atmos Energy and Consumer Advocate (Dec. 20, 2019). 
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The IRS issued the anticipated guidance on August 14, 2020.12  On November 4, 2020, the 

parties filed the 2020 Settlement Agreement addressing the remaining issues in this docket.  The 

parties agree that the IRS guidance does not definitively resolve the remaining issues in this matter, 

but that the parties have continued their discussions in light of this guidance and reached an 

agreement that will not require them to submit the PLR request contemplated in their March 2019 

Settlement. Further, the parties agree that because of the guidance, the Company’s concerns about 

the potential normalization violation related to the Repair Deduction have been alleviated, 

resulting in the parties reaching a settlement on the remaining issues.13  

THE 2020 SETTLEMENT AGREEMENT 

 The 2020 Settlement Agreement sets forth the parties’ agreed upon position on the 

remaining issues. The 2020 Settlement Agreement provides as follows: 

[1]. The parties agree that Unprotected Excess ADIT associated with the Repair 
Deduction and with the Corporate Overhead deduction may be amortized over a 
period at the discretion of the Commission. The parties recommend that such 
amortization period shall be 3 [three] years. 

[2]. Amortization of Unprotected Excess ADIT shall not be subject to an IRS 
normalization violation, and such amortization shall be reflected as a reduction in 
the Company’s revenue requirement and the Amortization Expense credit shall be 
reflected as such on the books of the Company beginning with the first month 
subsequent to approval of this Agreement by the Commission. 

[3]. The Company shall treat $15,528,180 in Excess ADIT, stated on a gross of tax 
basis, as unprotected repairs-related expenses associated with the Repair 
Deduction. 

[4]. The Company shall treat $3,326,055 in Excess ADIT as unprotected corporate 
overhead. 

[5]. The total [U]nprotected [E]xcess ADIT stated on a gross of tax basis is 
$18,854,236. The [P]rotected [E]xcess ADIT stated on a gross of tax basis is 
$10,483,029. 

[6]. The excess NOL are assigned to [P]rotected [E]xcess ADIT, and as such, that asset 
will be used to reduce the amortization of [P]rotected [E]xcess ADIT over the lives 
of existing assets using the Reverse South Georgia Method (“RSGM”).  

 
12 Stipulation and Settlement Agreement, Exh. 1 (November 4, 2020). 
13 Id. at 5.  
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[7]. In light of these agreements, the Company will not be required to submit a PLR 
request to the IRS regarding these issues.14 

 

THE HEARING  

The Hearing in this matter was held before the voting panel during the regularly scheduled 

Commission Conference on February 16, 2021, as noticed by the Commission on February 5, 

2021. Participating in the Hearing were: 

Atmos Energy Corporation – Erik Lybeck, Esq., Neal & Harwell, 2000 One 
Nashville Place, 150 Fourth Avenue North, Nashville, Tennessee 37219-2498; Joe 
Tom Christian, 5420 LBJ Freeway, 1600 Lincoln Centre, Dallas, Texas 75240. 
 
Consumer Advocate – Karen Stachowski, Esq. and David Dittemore, 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, Joe 

T. Christian, the Company’s Director of Rates and Regulatory Affairs, appeared telephonically.15 

Mr. Christian summarized the relevant points of the 2020 Settlement Agreement filed by the 

Parties.16  Members of the public were given an opportunity to offer comments, but no one sought 

recognition to do so.  

FINDINGS AND CONCLUSIONS 

After the Hearing and upon consideration of the record and the 2020 Settlement Agreement, 

the panel found the methodologies, adjustments, and procedures relating to the remaining issues 

in this docket to be reasonable and acceptable. The panel found that calculations of total EADIT, 

as well as the classifications, are reasonable and consistent with IRS guidance, which allows the 

Repairs Deduction related EADIT to be classified as Unprotected EADIT without violation of IRS 

 
14 Id. at 6. 
15 Due to power outages caused by a severe winter storm, Mr. Christian was without power and unable to join the 
Commission Conference via video. Under the circumstances, the Commission permitted his testimony telephonically.  
16 Transcript of Commission Conference, pp. 12-15 (February 16, 2021). 
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tax normalization rules. In addition, the panel found that the parties’ recommended amortization 

periods, including the RSGM amortization methodology previously approved for reversal of the 

Company’s Protected EADIT and the recommended three-year period for amortizing the 

remaining balance of Unprotected EADIT, are also reasonable and consistent with both IRS 

regulations and prior Commission decisions.  

Therefore, the panel voted unanimously to approve the 2020 Settlement Agreement as filed, 

including approval of the recommended three-year amortization period for the remaining 

Unprotected EADIT. The panel also voted unanimously to direct the Company to update the 

Deferred Regulatory Liability Amortization schedule provided in response to Staff Data Request 

Number 3-03 to reflect the Commission’s decision and to file the updated amortization schedule 

in this docket within thirty (30) days of the Commission’s Order. 

IT IS THEREFORE ORDERED THAT: 

1. The Stipulation and Settlement Agreement filed on November 4, 2020, a copy of 

which is attached hereto and incorporated as if written verbatim herein as Exhibit A, and including 

the three-year period for amortizing the remaining balance of the Unprotected Excess 

Accumulated Deferred Income Tax recommended therein, is approved.   

2. Atmos Energy Corporation is directed to update and file the Deferred Regulatory 

Liability Amortization schedule in accordance with this Order within thirty (30) days.  

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.  
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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. 

 
FOR THE TENNESSEE PUBLIC UTILITY COMMISSION: 
 
Chairman Kenneth C. Hill, 
Commissioner Robin L. Morrison,  
Commissioner John Hie concurring. 
 
None dissenting. 
 
 
ATTEST: 

 

______________________________ 
Earl R. Taylor, Executive Director 



EXHIBIT A 



Electronically Filed in TPUC Docket Room November 4, 2020 at 6:40 a.m.
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