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IN THE TENNESSEE PUBLIC UTILITY COMMISSION
' AT NASHVILLE, TENNESSEE

IN RE:

RESPONSE OF ATMOS ENERGY
CORPORATION TO THE
COMMISSION’S ORDER OPENING
AN INVESTIGATION AND
REQUIRING DEFERRED
ACCOUNTING TREATMENT

DOCKET NO.
18-00034

A e e . i g g

CONSUMER ADVOCATE’S RESPONSE TO ATMOS ENERGY CORPORATION’S
FIRST DISCOVERY REQUEST

Comes the Consumer Advocate Unit of the Office of the Attorney General (Consumer
Advocate) and hereby responds to the First Discovery Requests of Atmos Energy Corporation (Atmos
Energy) to the Consumer Advocate filed on January 3, 2019. Each of the nine discovery requests are
set out on separate pages for ease of use for Atmos Energy and Staff with the Tennessee Public Utility

Commission (TPUC or Commission).



Atmos Energy Tax Docket
TPUC Docket No. 18-00034
Atmos Energy’s First Discovery Request
Date Issued: January 3,2019

1-1.  Reference is made to page 24, lines 19-22 of Mr. Dittemore’s Direct Testimony dated
December 21, 2018, in this matter, wherein Mr. Dittemore references a verbal decision by
the TPUC in Docket No. 18-00017 on October 11, 2018.  Please state, with as much
specificity as the CPAD is able to provide, what the TPUC decided on the issue referenced
in Mr. Dittemore’s testimony. Additionally, please produce any transcripts of that
proceeding that the CPAD has in its possession, custody, or control.

RESPONSE:

The Commission did not specifically address the amortization of the Excess Unprotected
Accumulated Deferred Income Tax (ADIT) in its verbal decision on October 15, 2018 which is why
no detail was provided in Mr. Dittemore’s Testimony. He simply provided the current status of
TPUC Docket No. 18-00017 which is that a verbal decision had been made but a written order is still
pending. However, a copy of the excerpt transcript of this verbal decision is attached as Exhibit A
for your review. The transcript will be filed as Confidential in Response to this Request due to the
Commission’s practice of not publishing transcripts on its website’s Docket Page.

In reviewing the referenced lines of Mr. Dittemore’s Testimony that you raise, the Consumer
Advocate noted that it failed to provide a citation to Mr. Dittemore’s Testimony as it had for the
utility’s testimony in TPUC Docket No. 18-00017 regarding the issue of an amortization rate for
Excess Unprotected ADIT. The citation for the Consumer Advocate’s Testimony is David Dittemore
Direct Testimony, p. 20, lines 7-13, TPUC Docket No. 18-00017 (July 3, 2018).

Response provided by the Consumer Advocate on January 10, 2019



Atmos Energy Tax Docket
TPUC Docket No. 18-00034
Atmos Energy’s First Discovery Request
Date Issued: January 3, 2019

1-2.  Reference is made to page 14, lines 14-25 of Mr. Dittemore’s Direct Testimony dated
December 21, 2018, in this matter, wherein Mr. Dittemore references the “Safe Harbor”
provisions of IRS Revenue Procedure 2017-47. Admit that the referenced “Safe Harbor”
provisions are only available for inadvertent normalization violations.

RESPONSE:

The Consumer Advocate admits.

Response provided by the Consumer Advocate on January 10, 2019



Atmos Energy Tax Docket
TPUC Docket No. 18-00034
Atmos Energy’s First Discovery Request
Date Issued: January 3,2019

1-3.  Reference is made to page 13, lines 1-7 of Mr. Dittemore’s Direct Testimony dated
December 21, 2018, in this matter, wherein Mr. Dittemore states that the CPAD
believes as a matter of public policy that excess ADIT should be returned to customers
as soon as reasonably possible. All other things remaining the same, admit that
accelerating the return of excess ADIT to customers would accelerate the increase in
utility earnings Mr. Dittemore describes on page 3, lines 5-13 of his Direct Testimony.

RESPONSE:

The Consumer Advocate admits with the assumption that the Repair Deduction is Unprotected.

Response provided by the Consumer Advocate on January 10, 2019



Atmos Energy Tax Docket
TPUC Docket No. 18-00034
Atmos Energy’s First Discovery Request
Date Issued: January 3,2019

1-4.  Reference is made to page 18, lines 8-22 of Mr. Dittemore’s Direct Testimony dated
December 21, 2018, in this matter, wherein Mr. Dittemore states that “Atmos arguably
would benefit from its lack of sophisticated plant accounting records.” Admit that any
putative benefit from retaining excess ADIT would be fully or partially offset by not
having a corresponding increase in rate base and earnings, as Mr. Dittemore describes
on page 3, lines 5-13 of his Direct Testimony.

RESPONSE:

The Consumer Advocate admits from an earnings perspective but denies from a cash-flow
perspective.

Response provided by the Consumer Advocate on January 10, 2019



Atmos Energy Tax Docket
TPUC Docket No. 18-00034
Atmos Energy’s First Discovery Request
Date Issued: January 3, 2019

1-5. Reference is made to page 23, lines 12-20 of Mr. Dittemore’s Direct Testimony dated
December 21, 2018, in this matter, wherein Mr. Dittemore proposes a three-year
amortization period for unprotected excess ADIT. In exhibit DND-3 Mr. Dittemore shows
a five-year amortization period for ADIT associated with repairs. Please explain this
discrepancy.

RESPONSE:

Exhibit DND-3 should have indicated a three-year amortization period to match the referenced
testimony. An Amended Exhibit DND-3 is attached.

Response provided by the Consumer Advocate on January 10, 2019



Atmos Energy Tax Docket
TPUC Docket No. 18-00034
Atmos Energy’s First Discovery Request
Date Issued: January 3, 2019

1-6.  Reference is made to page 21, line 21 through page 22, line 20 of Mr. Dittemore’s Direct
Testimony dated December 21, 2018, in this matter, wherein Mr. Dittemore compares
Atmos Energy’s approach to identify its Tennessee NOL with Piedmont Natural Gas’
approach to identify its Tennessee NOL. Please compare Piedmont Natural Gas’
corporate form and structure and Atmos Energy Corporation’s corporate form and
structure.

RESPONSE:

The Consumer Advocate does not have an existing document comparing the corporate form and
structures of Atmos Energy and Piedmont Natural Gas nor do the Tennessee Rules of Civil
Procedure require the Consumer Advocate to produce a document that does not already exist
(Tenn.R.Civ.P. 26.02, 34.01). However, in the spirit of cooperation in the discovery process, the
Consumer Advocate notes that Piedmont Natural Gas operates as a subsidiary of Duke Energy,
and that Atmos’ Tennessee operations are operated as a division of Atmos Energy Corporation.

Regardless of corporate structure, utilities should adhere to the basic cost allocation principle of
cost causation. This principle requires that corporate costs or assets are direct assigned to the
entity incurring the cost or using the asset whenever possible. If direct assignment cannot be
made, the cost or asset is allocated to entities based upon a logical cost causation metric. An
example of this would be to allocate call center assets and costs based upon customer numbers
served in each jurisdiction. If direct assignment cannot be made and there is no logical cost
causation factor that can be identified, then and only then is a general allocator to be used.

Response provided by the Consumer Advocate on January 10, 2019



Atmos Energy Tax Docket
TPUC Docket No. 18-00034
Atmos Energy’s First Discovery Request
Date Issued: January 3,2019

1-7.  Produce all work-papers and calculations generated by each of your witnesses in this

matter in Excel working format with numbers, formulas and linked files provided.

RESPONSE:

The Consumer Advocate has one expert witness, David N. Dittemore, that provided testimony in
this Docket. His work papers and calculations are provided in Excel working format in response
to this request and are identified as follows:

e Tables DND-1 and DND-2 to Dittemore’s Direct Testimony and
¢ Amended Exhibit DND-3 to Dittemore’s Direct Testimony (provided in Response to
Atmos Energy 1-3).

Response provided by the Consumer Advocate on January 10, 2019



Atmos Energy Tax Docket
TPUC Docket No. 18-00034
Atmos Energy’s First Discovery Request
Date Issued: January 3,2019

1-8.  Produce all documents that have been referenced or relied upon by each of your
witnesses in this matter.
RESPONSE:

For the TPUC documents cited in Mr. Dittermore’s Direct Testimony that are publicly available
on TPUC’s Docket Page, the Consumer Advocate will not provide copies of such documents.
However, the Consumer Advocate will provide copies of the transcript referenced in Mr.
Dittemore’s Testimony. The documents are as follows:

e TPUC Conference, Excerpt of Transcript of Proceedings, Docket No. 18-00017 on
October 15, 2018, marked as Exhibit A (provided in the Consumer Advocate’s Response
to Atmos Energy’s Request 1-1).!

e TPUC Docket No. 18-00022 Hearing on September 21, 2018, page 30, lines 16-22,
marked as Exhibit B.

In reviewing Mr. Dittemore’s Testimony, the Consumer Advocate noted that although it had
provided citations to documents located in dockets of other state commissions, it had not
provided a corresponding link. For ease and convenience, the Consumer Advocate is providing
the links to the following documents found in other states’ dockets:

¢ Kentucky Public Service Commission - Jennifer K. Story Rebuttal Testimony, p. 21, lines
11- 3, KY PSC Case No. 2017-00349 (Feb. 28, 2018) can be found at this link
hitps://psc.ky.gov/pscect/2017-
00349/regulatory.support%40atmosenergy.com/02282018123103/2017-
00349 Atmos Rebuttal Testimony 2018-02-28.pdf.

o Ms. Story’s Testimony begins on page 183 of the PDF found at this link.

o Please note that the citation in Mr. Dittemore’s Direct Testimony in this Docket
incorrectly stated the date of Ms. Story’s Rebuttal Testimony in the Kentucky
docket was February 2, 2018. The correct date is February 28, 2018.

e Virginia State Corporation Commission - Kent Peterson Direct Testimony, p. 7, line 7 —
p. 8, line 7, SCC Va. Case No. PUR-2018-00014 (Oct. 10, 2018) can be found at this link
http://www.sce.virginia.gov/docketsearch/DOCS/4¢0z01!.PDF.

! The transcript will be filed as Confidential in response to this Request due to the Commission’s practice of not
publishing transcripts on its website’s Docket Page.



In Mr. Dittemore’s Testimony (fn. 23), he references an article in S&P Global Market
Intelligence entitled With CapEx Programs Moving Apace, Gas Ulilities Seen as Atiractive
M&A Targets dated November 12, 2018. Since such articles are available through a
subscription only, the Consumer Advocate is filing the article as Confidential.
https://www.snl.com/web/client?auth=inherit#news/article?id=4786338 5&KeyProductLink Type
=2 subscription required). Attached as Exhibit C.

Response provided by the Consumer Advocate on January 10, 2019
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Atmos Energy Tax Docket
TPUC Docket No. 18-00034
Atmos Energy’s First Discovery Request
Date Issued: January 3, 2019

1-9.

Produce all hearing exhibits and other documents that you plan to introduce, use, or

reference at the hearing on the merits in this matter.

The Consumer Advocate has not, at this time, identified its “hearing exhibits and other documents™

as described above. The Consumer Advocate will provide such information as directed in the pre-
hearing order.

Response provided by the Consumer Advocate on January 10, 2019
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RESPECTFULLY SUBMITTED,

KA;%EN H. STACHOWSKI (BPR #019607)

Assistant Attorney General

DANIEL P. WHITAKER, III (BPR #035410)
Assistant Attorney General

Office of the Tennessee Attorney General
Financial Division, Consumer Advocate Unit
P.O. Box 20207

Nashville, Tennessee 37202-0207

Phone: (615) 741-2370

Fax: (615) 532-2910

Daniel. Whitaker@ag.tn.gov
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CERTIFICATE OF SERVICE

I hereby certify that a true and correct copy of the foregoing was served via U.S. Mail or
electronic mail upon:

A. ScottRoss, Esq.

Neal & Harwell, PL.C

1201 Demonbreun Street, Suite 1000
Nashville, TN 37203

srossicnealharwell.com

Mr. Mark Martin

VP, Regulatory Affairs
Atmos Energy Corporation
3275 Highland Pointe Drive
Owensboro, KY 42303
(270) 685-8024

mark.martinf@atimosenergy.com

Douglas C. Walther, Esq.
Associate General Counsel
Atmos Energy Corporation
P.O. Box 650205

Dallas, TX 75265-0205

doug.waltherflatmosenergy.com

This the 10" day of January, 2019.

KAREN H, STACHOWSKI
Assistant Attorney General
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DND-1



Comparlson of Atmos vs Consumer Advocate
Excess ADIT

Protected
Unprotected

Total
\1 Atmos Updated Flnanclals Filed 11/21/18

\2 Exhiblt DND-2
\3 Table DND-2

DND-1

Table DND-1
Reclassify Eliminate Consumer Advocate
Repalr to ADIT Assoclated Excess ADIT
Atmos \1 Unprotected ADIT /2 w Excluded O&M\3 Balances
29,697,498 (10,617,470) 19,080,029
(672,969) 10,617,470 218,668 10,163,169
29,024,530 0 218,668 29,243,198



ATTACHMENT

DND-2



Table DND-2

DND-2

Class Excess
Accumulated

Average Excess
Accumulated
Deferred

Deferred Income Customer Income Taxes

Class of Customer Taxes Amount Count per Customer
Residential $ (14,641,844) 127,021 $ (115)
Commerical $ (8,636,268) 16,547 $ (522)
Industrial $ (1,200,167) 352 $ (3,409)
Public Authority $ (91,623) 697 $ (131)
Transportation h (4,454,628) 117 $ (38,210)
Total Excess ADIT $ (29,024,530) 144,733 b (201)
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ATTACHMENT

AMENDED EXHIBIT

DND-3



Atmos Energy Corporation

Docket No. 18-00067 Exhibit DND-3
Calculation of EDIT Assoclated with Repair Allowance
A/
Annual Annual
Repalr Book
Tax Period Deduction Depreclation
9/30/2010 5,780,634 87,796
9/30/2011 6,508,106 285,317
9/30/2012 6,186,775 499,238
9/30/2013 6,104,295 724,386
9/30/2014 12,072,097 1,106,480
9/30/2015 11,142,193 1,533,525
9/30/2016 8,771,959 1,876,703
9/30/2017 ** 11,683,343 2,223,093
Total 68,249,402 8,336,538
Excess Repair Deductlon over Book Depreciation 59,912,864
Effective Tax Rate @ 35% Federal Income Tax Rate 39.23%
Effective Tax Rate @ 21% Federal income Tax Rate 26.14%
ADIT Associated with Repair Deduction 23,500,821 15,658,227
Difference 7,842,594
Divided by Reciprocal Tax Factor 73.87%
Excess ADIT Gross of Tax 10,617,470
Annual Amortlzation - 3 years 3,539,157
A/ CPAD_2-05_Attl - Repair Deduction in Division 093
Effectlve Tax Rates
State 0.065 0.065
Federal 0.35 0.21
Income Subject to Federal Tax {1 - State Tax Rate) 0.935 0,935
Federal Tax Factor (Income Subject to Federal Tax *
Federal Rate 0.32725 0.19635
Total Composite Income Tax Factor 39.23% 26.14%
Reclprocal Tax Factor 60.78% 73.87%

A/ Docket No. 18-00067, DR 2-5, Attachment 1
B/ WP DND-1

AMENDED EXHIBIT DND-3



Grass Plsnt Additions

Additionsl Deprecistion Expense

AMENDED EXHIBIT DND-3

FYE Seplombar  ABO00-Servizes  JP00LMuins - Gmel 37600 Maina - Plaits Tonsl FYE Ssplenibiut JHU00 Soirwlomd  NIRO) Maing - Ste]  WIGa2-Maing - Platle Tatsl
o Ty (KTTETT] T4 A0 WARTAE 010 7,554 BT AN T
2011 3,690,980 1,521,598 5,777,523 10950, %00 2011 14,188 30,208 1897 218,848
2012 3,642,229 686,685 6,106,535 10,435,449 012 73,209 13,665 121,520 208,394
2013 3,305,663 944,665 7,872,162 12,322,589 2013 66,444 16,799 156,658 241,901
2014 4,139,310 10,265,311 11,795,369 26,203,990 014 83,200 204,280 234,807 523,287
2015 4,414,841 2,428,517 9,785,020 15,629,179 2015 48,738 48,327 194,738 331,804
2016 §,511,850 2,093,690 11,119,628 18,725,168 016 (89,444) (7,678} 15,468 (21,654)
017 5,918,633 3,503,261 17,315,015 26,236,903 2047 109,495 67,263 330,717 507,474
Gross Plant Depreclation Expense
TYE Siglembes  IB0G0 Garvens  VFE01-Maing - Stesl  FIE02-Malng - Blastle Tatal F¥E Aonf-services  12601-Malng - Steel JeadtMalnn - Pl Totsl
w03 6,510,491 GOELS 000 [EIR LR 414,005,131 Jidry 100,003 10154 2503504 S4710m
2010 100,440,147 52,548,418 129,804,633 242,793,198 2010 2,016,847 1,045,714 1,583,113 5.647,67)
2011 104,131,127 54,070,415 135,582,156 293,783,698 2011 2,093,036 1,076,001 2,698,085 5,067,122
2012 107,773,356 54,757,100 141,688,691 304,219,148 012 2,166,244 1,009,666 2,419,605 6,075,516
2013 111,079,019 55,701,765 149,560,953 316,341,737 013 2,232,600 1,108,465 3,976,263 6,317,416
2014 115,218,329 65,967,076 161,360,322 342,545,727 2014 2,315,888 1,312,745 3,211,070 6,839,704
2015 119,633,170 58,395,594 171,146,142 359,174,906 2015 2,404,827 1,364,072 3,405,808 771,507
2016 125,145,020 70.489,203 132,265,770 377,500,073 016 231510 1,353394 A8L276 7,149,853
1017 131,063,653 73,992,544 199,580,785 404,636,583 i017 2424678 1,420,657 3,011,993 7,657,327
Total Accum Dep 19,917,484 10,779,524 11,500,708 l 55,196,199

New Depreciation Raisc [n effect Feb of 2016 see docket 15-00089




AMENDED EXHIBIT DND-3

Atmos Energy Corporation

Docket No, 18-00067

Second Informal Discovery Request
Question 2-5 Attachment 1

Repalrs Deductlon In Division 093

Division 093
Repairs Deduction

9/30/2009 (6,532,874)

9/30/2010 (5,780,634)

9/30/2011 (6,508,106)

9/30/2012 (6,186,775)

9/30/2013 (6,104,295)

9/30/2014 {12,072,097)

9/30/2015 (11,142,193)

9/30/2016 (8,771,959)
9/30/2017 ** (11,683,343) **estimated repairs deductlon calculated at FY17 annual provision

(74,782,275)

35%

ADIT @ 35% (26,173,796)

ADIT @ 21% (15,704,278)

Excess due (10,469,519)

to Repalr



Atmos Energy Corporation

Docket No. 18-00067

Calculation of Depreclation Expense

Account 380 Services

Account 37601 Malns Steel

Account 37602 Mains Plastlc

Accumulated Depreclation Summary

Account 37601 Steel Malns
Account 37602 Plastlc Malns

Account 380 Services

Total

2010
2011
2012
2013
2014
2015
2016
2017

2010
2011
2012
2013
2014
2015
2016
2017

2010
2011
2012
2013
2014
2015
2016
017

2010
2011
2012
2013
2014
2015
2016
2017

AMENDED EXHIBIT DND-3

Al A/

Annual Depreclation
Incremental Cumulative Depreclation Expense
Investment Invastment Rate Mid-Year Conv

3,609,656 3,609,656 2.01% 36,277
3,690,980 7,300,636 2,01% 109,648
3,642,229 10,942,866 2.01% 183,347
3,305,663 14,248,528 2.01% 253,174
4,139,310 18,387,838 2.01% 327,995
4,414,841 22,802,679 2.01% 413,965
5,511,850 28,314,529 1.85% 509,318
5,918,633 34,233,162 1.85% 578,566
34,233,162

Total Estimated Depreclation - Services 2,412,291
Al

Annual Depreciation
Incremental Cumulative Deprectation Expense
Investment Investment Rate Mid-Year Conv

$ 1,683,398 1,683,398 1.99% 16,750
1,521,998 3,205,396 1.99% 48,644
686,685 3,892,081 1.99% 70,620
944,665 4,836,745 1.99% 86,852
10,265,311 15,102,057 1.99% 198,391
2,428,517 17,530,574 1.99% 324,695
2,093,690 19,624,264 1.92% 368,958
3,503,261 23,127,525 1.92% 410,417

23,127,525

Total Estimated Depreclation - Steel Malns 1,525,326
A

Annual Depreclation
Incremental Cumulative Depreclation Expense
Invastment Investment Rate Mid-Year Conv

4 3,494,404 5 3,494,404 1,99% 34,769
5,777,523 9,271,927 1.99% 127,025
6,106,535 15,378,462 1.99% 245,271
7,872,262 23,250,734 1.99% 384,360

11,799,365 35,050,093 1,99% 580,093

9,785,820 44,835,913 1.99% 794,866
11,119,628 55,955,541 1.91% 998,427
17,315,015 73,270,556 1.91% 1,234,109
Total Estimated Depreciation - Plastic Mains 4,398,921

1,525,326
4,398,921
2,412,291

8,336,538

Annual Annual Book
Investment  Depreclation

8,787,459 87,796
10,930,500 285,317
10,435,449 495,239
12,122,589 724,386
26,203,990 1,106,480
16,629,179 1,533,525
18,725,168 1,876,703
26,736,909 2,223,093

190,631,243 8,336,538

A/ Compllation of Plant Balance Detall from Docket Nos, 12-00064, 14-00146, 17-00091, 138-00067, and 18-00099
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the company has had deductions in excess of the income
that it's generated as total. So basically to get
those additional deductions, it carries forward that
additional Tloss.

You can't reduce your tax liability below
zero. SO once you get to zero, there's no more cash
coming in from the government. You're basically locked
at zero.

So then if there's excess losses, you carry
those forward to a future year. And the federal rule
is 20 years, you can carry those forward.

Q. But when you carry forward those Tlosses
into future years, you can use that carryforward to pay
lTess tax in the future years.

A. That's correct.

Q. Do you remember the Tast year that the
company did pay federal income tax?

A. I believe the current information -- I've
been with the company since 2016, so bear with me.

I believe the last time it was a cash
taxpayer for federal income tax purposes was 2003 or
"4, but I would be subject to check.

And we currently expect that we will be out
of that NOLC position in 2019. That's the current.

Q. So subject to check, it's been about 10 to

Virginia Dodge, RDR, CRR, LCR
Nashville Court Reporters 615-885-5798
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