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I. INTRODUCTION OF WITNESS 1 

Q. PLEASE STATE YOUR NAME, POSITION AND BUSINESS ADDRESS. 2 

A. My name is Jennifer K. Story.  My business address is 5420 LBJ Freeway, Suite 3 

1600, Dallas, TX 75240. I am employed by Atmos Energy Corporation (“Atmos 4 

Energy” or the “Company”) as Director of Regulatory Reporting. 5 

Q. WHAT ARE YOUR JOB RESPONSIBILITIES? 6 

A. As Director of Regulatory Reporting for Atmos Energy, I am responsible for 7 

oversight and management of the integration of the Company’s financial books and 8 

records in rate and regulatory filings. I am responsible for managing regulatory tax 9 

matters for the Company as well as assisting in the coordination of the Company’s 10 

rate and regulatory strategy.  This oversight includes ensuring that the Company’s 11 

rate filings appropriately reflect tax expense and accumulated deferred income 12 

taxes (“ADIT”) and are in compliance with applicable IRS requirements. 13 

Q. PLEASE OUTLINE YOUR EDUCATIONAL AND PROFESSIONAL 14 

QUALIFICATIONS. 15 
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A. I received my education at the University of Texas at Dallas.  In 2002, I received a 1 

Bachelor of Science degree with a major in accounting.  I am a licensed certified 2 

public accountant in the State of Texas. 3 

I worked in both a large corporate tax department and in public accounting 4 

prior to joining Atmos Energy in December 2006.  After joining Atmos Energy, as 5 

Director of Income Tax, I assumed the oversight and management of all income tax 6 

matters for the Company. In January 2019 I became Director of Regulatory 7 

Reporting. I serve as a representative for the Company on the American Gas 8 

Association’s Tax Committee. 9 

Q. HAVE YOU PREVIOUSLY TESTIFIED BEFORE THE TENNESSEE 10 

PUBLIC UTILITY COMMISSION (“COMMISSION”) OR OTHER 11 

REGULATORY COMMISSIONS? 12 

A.  Yes. I have submitted direct and rebuttal testimony in the following proceedings: 13 

Regulatory Authority Proceeding 
Testimony 
Submitted

Kentucky Public Service Commission Docket No. 2017-00481 Direct
Kentucky Public Service Commission Docket No. 2017-00349 Rebuttal 
Kentucky Public Service Commission Docket No. 2018-00281 Direct 
Colorado Public Utilities Commission Proceeding No. 15AL-0299G Rebuttal 
Mississippi Public Service Commission Docket No. 2015-UN-049 Rebuttal 
Railroad Commission of Texas GUD No. 10580 Rebuttal 
Railroad Commission of Texas GUD No. 10640 Rebuttal 
Railroad Commission of Texas GUD No. 10742 Direct 
Railroad Commission of Texas GUD No. 10743 Direct 
Railroad Commission of Texas GUD No. 10779 Direct and Rebuttal 

Tennessee Public Utility Commission Docket No. 17-00012 Direct and Rebuttal 

Tennessee Public Utility Commission Docket No. 18-00067 Direct 
Tennessee Public Utility Commission Docket No. 18-00034 Direct and Rebuttal 

Virginia State Corporation Commission Case No. PUR-2018-00014 Direct 
Kansas Corporation Commission Docket No. 19-AMTG-525-RTS Direct and Rebuttal 

 14 
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II. PURPOSE OF TESTIMONY 1 

Q. HAVE YOU REVIEWED THE INTERVENOR TESTIMONY FILED BY 2 

CONSUMER ADVOCATE WITNESS WILLIAM H. NOVAK IN THIS 3 

CASE? 4 

A. Yes, I have reviewed Witness William H. Novak’s testimony on behalf of the 5 

Consumer Advocate. 6 

Q. DO YOU HAVE ANY EXHIBITS ATTACHED TO YOUR TESTIMONY? 7 

A. Yes.   8 

 Exhibit JKS-1, which consists of the Company’s responses to CPAD 4-01; 4-9 
02; and 4-03 10 

 11 

 Exhibit JKS-2, which is a white paper on the Pension Guaranty Benefit 12 
Corporation (“PBGC”) Premium Burden prepared by October Three, LLC 13 

 14 

 CONFIDENTIAL Exhibit JKS-3, which is a confidential analysis of the 15 
Company’s Qualified Retirement Plans and Trusts 16 

 17 

 Exhibit JKS-4, which are responses of the Consumer Advocate to data requests 18 
of Atmos Energy 19 

 20 
Q. WERE THE EXHIBITS LISTED ABOVE PREPARED BY YOU OR 21 

UNDER YOUR DIRECTION AND SUPERVISION? 22 

A. Yes. 23 

Q. WHAT IS THE PURPOSE OF YOUR REBUTTAL TESTIMONY? 24 

A. It is threefold.  First, I adopt and incorporate by reference the Direct Testimony 25 

filed in this proceeding by Mr. Gregory K. Waller. Mr. Waller has since left Atmos 26 

Energy for a position at another company, and so I am adopting as my own the 27 

direct testimony previously submitted by Mr. Waller in this matter.  Second, I rebut 28 

the arguments made by Mr. Novak regarding the treatment of the Company’s 29 
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pension contributions made in 2019. Third, I confirm Mr. Novak’s calculations 1 

relating to adjustments that the Company made to its reconciliation amount 2 

involving short-term debt, gas inventory, and working capital. 3 

III. AREAS OF AGREEMENT/DISAGREEMENT 4 

Q. PLEASE SUMMARIZE THE AREAS OF AGREEMENT AND 5 

DISAGREEMENT WITH MR. NOVAK’S TESTIMONY. 6 

A. I agree with Mr. Novak’s testimony except for his recommended treatment of the 7 

Company’s pension contributions. Mr. Novak’s recommendations regarding 8 

treatment of pension contributions are inconsistent with: (1) the stated intent of the 9 

ARM to allow the Company an opportunity to achieve its awarded rate of return; 10 

and (2) the plain language of the ARM, which allows the Company to recover actual 11 

contributions to the pension. The Company’s disagreement with Mr. Novak 12 

essentially comes down to a single issue – the eligibility of inclusion of Atmos 13 

Energy’s net allocated pension funding costs of approximately $825,000. 14 

Q. DID YOU THINK MR. NOVAK’S CHARACTERIZATION OF 15 

COMMISSION POLICY REGARDING PENSION CONTRIBUTIONS 16 

WAS INACCURATE? 17 

A. Yes.  Mr. Novak quoted from and referenced Commission decisions, but failed to 18 

properly distinguish that those decisions (1) dealt with traditional ratemaking and 19 

did not involve annual rate mechanisms; (2) dealt with projections of contributions 20 

rather than actual contributions; and (3) involved situations where  21 

Variable Rate Premium (“VRP”) charged by the Pension Benefit Guaranty 22 

Corporation (“PBGC”) was not at issue. 23 
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Q. DID YOU HAVE ANY OTHER REACTIONS TO MR. NOVAK’S 1 

TESTIMONY? 2 

A. Yes. I noted that Mr. Novak’s testimony makes no reference to VRP, even though 3 

Mr. Novak’s Exhibit WHN-4 contains detailed analysis from Willis Towers 4 

Watson regarding the required level of contribution necessary for the Company to 5 

avoid paying VRP to the PBGC, and even though the Company further explained 6 

this issue in data request responses sent to the Consumer Advocate (which I have 7 

included as Exhibit JKS-1).  8 

IV. PENSION CONTRIBUTIONS 9 

Q. IS THERE ANY DISAGREEMENT ON THE ACTUAL AMOUNTS 10 

CONTRIBUTED TO THE COMPANY’S PENSION FUND? 11 

A. No, it is uncontroverted that the Company contributed $15.5 million total, for which 12 

the net funding attributable to Tennessee was $824,764.1 13 

Q. WHAT DOES THE COMPANY’S ANNUAL REVIEW MECHANISM 14 

PROVIDE CONCERNING RECOVERY OF PENSION 15 

CONTRIBUTIONS? 16 

A. The Stipulation and Settlement Agreement in Docket 14-00146 provides as follows 17 

concerning the recovery of amounts contributed to the company’s pension plan: “In 18 

years that the Company makes actual cash contributions to its pension fund, it shall 19 

be allowed to recover those cash contributions as part of the annual reconciliation 20 

process described below.”2   21 

 
1 Direct Testimony of William H. Novak, Page No. 10. 
2 Stipulation and Settlement Agreement at 14. 
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Q. IF THERE IS NO DISPUTE OVER THE ACTUAL LEVEL OF THE 1 

COMPANY’S PENSION CONTRIBUTIONS, THEN WHY IS MR. NOVAK 2 

RECOMMENDING A DISALLOWANCE? 3 

A. Mr. Novak excluded all amounts that the Company contributed to its pension fund 4 

in excess of the “required minimum contribution.” 3   Notably, at that level of 5 

contribution, the Company still would have been required to pay Variable Rate 6 

Premiums (“VRP”) to the PBGC.    7 

Q. WHY DID THE COMPANY MAKE PENSION CONTRIBUTIONS AT THE 8 

LEVELS IT DID? 9 

A. The Company made its pension contributions at those levels to avoid paying a VRP 10 

to the PBGC. Had the Company simply made no contribution to its pension fund, 11 

it would have been required to pay $330,000 in VRP to the PBGC in 2019 and 12 

would have been projected to have been required to pay over $1,000,000 in 2020.  13 

Q. WHAT IS VRP? 14 

A. The VRP is a form of tax paid to the PBGC to ensure that pension plan participants 15 

ultimately receive their participant benefits. The VRP is calculated in two parts – a 16 

flat-rate premium and a variable-rate premium. 17 

Q. IS VRP A NEW CONCEPT? 18 

A. No, although multiple recent regulatory changes have dramatically increased VRP 19 

payment obligations. In 2019, variable rate premiums were 367 percent higher than 20 

they were in 2013.4 Additionally, historically low interest rates have impacted VRP. 21 

 
3 Direct Testimony of William H. Novak, Page No. 11. 
4 Exhibit JKS-2 
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The inverse relationship between interest rates and liabilities has increased pension 1 

liabilities to all-time highs.  2 

Q. WHY DOES A COMPANY POTENTIALLY HAVE TO PAY VRP IF ITS 3 

PENSION PLAN HAS NO MINIMUM FUNDING REQUIREMENT? 4 

A. Even plans that have no minimum funding requirements can have large VRP 5 

payment obligations due to the differences in assumptions used for calculating 6 

minimum funding requirements and VRP obligations. VRP obligations are 7 

calculated based on a value of vested benefits derived from interest rates published 8 

by the PBGC.5 This is different from the calculation of a funding target for the 9 

purposes of calculating  mandatory minimum contributions to a pension plan. 10 

Q. IS IT UNUSUAL FOR A COMPANY TO HAVE A FULLY-FUNDED 11 

PENSION PLAN BUT STILL HAVE TO MAKE A VRP PAYMENT TO 12 

THE PBGC? 13 

A. No. In fact, as shown in Exhibit JKS-2, this has become an increasingly common 14 

phenomenon.6 In response, it has become increasingly common for companies to 15 

do exactly what Atmos Energy did, and make additional contributions to avoid 16 

paying the VRP.7 17 

Q. IF THE MANDATORY VRP IS LESS THAN THE AMOUNT THE 18 

COMPANY MUST CONTRIBUTE TO AVOID THE VRP, WOULDN’T IT 19 

BE BETTER FOR THE COMPANY’S CUSTOMERS FOR THE 20 

COMPANY TO PAY THE VRP? 21 

 
5 https://www.pbgc.gov/prac/interest/vrp 
6 The regulatory changes driving this phenomenon are explained in the Company’s response to CPAD 4-02 
in Exhibit JKS-1 
7 Exhibit JKS-2 
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A. No, because any VRP is simply paid as a tax to the PBGC, whereas pension 1 

contributions increase the balance in the Company’s pension plan and will reduce 2 

future years’ required contributions. To put it another way, the Company’s 3 

customers get a benefit from contributions to the pension fund in the form of lower 4 

future contributions. As shown on Exhibit JKS-3, Page 6, the Company’s 5 

consultants estimate that the through fiscal year end 2031, contributing just the 6 

minimum required amount would result in total expenses of $75.5 million, while 7 

contributing enough to avoid the VRP would result in total expenses of $67.9 8 

million. The difference of $6.8 million represents payments that would have to be 9 

made to the PBGC for VRP. Avoided VRP payments benefit the Company’s 10 

customers. 11 

Q. DID MR. NOVAK ADDRESS THE MANDATORY VRP PAYMENT THAT 12 

THE COMPANY AVOIDED BY MAKING CONTRIBUTIONS TO ITS 13 

PENSION PLAN? 14 

A. No. As I mentioned earlier, Mr. Novak makes no reference to VRP anywhere in his 15 

testimony. Likewise, the prior cases he references in his testimony also made no 16 

reference to VRP, since VRP was not an issue in those proceedings. Mr. Novak’s 17 

failure to address VRP presents an incomplete picture of the Company’s pension 18 

contributions.  19 
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V. COMMISSION POLICY REGARDING PENSION CONTRIBUTIONS 1 

Q. PLEASE SUMMARIZE MR. NOVAK’S DISCUSSION OF THE 2 

COMMISSION’S PRIOR POLICY REGARDING PENSION 3 

CONTRIBUTIONS. 4 

A. Mr. Novak cited to his testimony in Docket No. 92-02987  (United Cities Gas) and 5 

the Commission’s decision in Docket No. 18-00017 (Chattanooga Gas Company). 6 

In both cases, the Commission only allowed forecasted minimum required 7 

contributions to be reflected in rates. 8 

Q. WERE THE PENSION CONTRIBUTIONS IN THE REFERENCED CASES 9 

BASED ON ACTUAL CONTRIBUTIONS THAT HAD ALREADY BEEN 10 

MADE BY EITHER COMPANY? 11 

A. No, they were forecasted contributions. 12 

Q. IS THE DIFFERENCE BETWEEN FORECASTED AND ACTUAL 13 

CONTRIBUTIONS AN IMPORTANT DISTINCTION? 14 

A. Yes, it is. If a utility forecasted greater pension expense than required for its forward 15 

looking test year, it would then recover that level of forecasted pension expense in 16 

rates each year until its next rate case.  That would be true without regard to the 17 

level of pension contributions the utility actually made in those intervening years, 18 

regardless of whether the actual pension contributions were higher or lower than 19 

the forecasted amount. 20 

Q. DID EITHER OF THE REFERENCED CASES INVOLVE AN ARM? 21 

A. No, they were traditional rate cases.  22 
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Q. IS THE LACK OF AN ARM AN IMPORTANT DISTINCTION? 1 

A. Yes, it is. With an ARM, there is no incentive for a utility to overfund its pension 2 

plan, because the ARM will annually review the Company’s pension expense and 3 

ensure that the Company is neither over-earning nor under-earning. With no ARM, 4 

it is logical that the Commission would have been leery of reflecting projected 5 

amounts in rates, if a utility could then subsequently decline to fund its pension and 6 

potentially over-earn. That cannot happen with an ARM. 7 

  Neither of the Commission decisions cited by Mr. Novak involved an ARM.  8 

While the Docket No. 92-02987 is no longer available, it is known that this docket 9 

predated the legislation authorizing alternative ratemaking mechanisms, and Atmos 10 

Energy’s subsequent adoption of an Annual Review Mechanism. 11 

  In Docket No. 18-00017 (cited by Mr. Novak and shown at Attachment 12 

WHN-6), the Commission was reviewing a forward-looking forecast, and this 13 

weighed heavily in its reasoning. In that case, the Commission rejected 14 

Chattanooga Gas Company’s attempt to use different accounting measures to 15 

forecast future pension assets because, among other reasons, those measures may 16 

be “subject to . . . changes in assumptions for market conditions,” and are less 17 

“stable and consistent” than simply forecasting minimum contribution 18 

requirements. By contrast, with an ARM, the amount claimed is an exact match to 19 

an actual cash contribution that has already been made,  therefore does not rely 20 

upon any assumptions, and is the definition of stable and consistent because it is 21 

tied to actual money spent, not forecasts.  Atmos Energy’s ARM is in a real sense 22 
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self-correcting, in that only actual pension contributions can ever become included 1 

in customer rates. 2 

Q. DOES MR. NOVAK’S TESTIMONY ACCURATELY REFLECT THE 3 

COMMISSION’S PRIOR POLICY?  4 

A. The Commission’s policy has always been to “appropriately match the Company's 5 

current pension expense with its current ratepayers.”8  If the Commission were to 6 

disallow the Company’s actual contributions in excess of the minimum required 7 

contribution, in order to match current pension expense with current customers, the 8 

Commission would have to allow the Company a credit for the avoided VRP that 9 

would have been required absent the Company’s actual pension contributions.  10 

Q. WHAT WOULD HAPPEN IF THE COMMISSION DISALLOWED ATMOS 11 

ENERGY’S CONTRIBUTIONS TO AVOID VRP? 12 

A. While this would reduce the Company’s cost of service in the short run, it would 13 

result in greater overall pension expense being passed through to customers in the 14 

long run, as utilities would have to make payments to the PBGC that would not 15 

benefit customers in future years.  16 

Also, as evidenced by CPAD’s response to Atmos Energy’s First Discovery 17 

Request 1-1 included in Exhibit JKS-4, “The Tennessee portion of the $15.5 million 18 

funding, or $824,764 would not be reflected in any future ARM filing under the 19 

Consumer Advocate proposal…” This is despite the fact that the Consumer 20 

Advocate does not contest that “future minimum pension contribution requirements 21 

 
8 1997 WL 120832 (Tenn.R.A.), 175 P.U.R.4th 347 Re Nashville Gas Company, a Division of Piedmont 
Natural Gas Company, Inc. (Nashville Gas). 
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will be lower than they otherwise would have been without the pension 1 

contributions that Mr. Novak seeks to disallow.”9 The Consumer Advocate’s 2 

position is inconsistent with the Commission’s decision in Nashville Gas, in which 3 

the utility was allowed to establish a deferred asset for the “difference between the 4 

amount of Pension expense funded, and the amount expensed on the Company's 5 

books.”10 Since Atmos Energy has already funded all of the pension expense at 6 

issue here, it should be allowed to reflect the actual pension expense funded in its 7 

rates. 8 

VI. CONCLUSION 9 

Q. WHAT IS YOUR CONCLUSION REGARDING THE COMPANY’S 10 

PENSION CONTRIBUTIONS? 11 

A. For the reasons discussed above, the Company made actual contributions to its 12 

pension plan in order to avoid having to pay VRP to PBGC. It is undisputed that 13 

the pension contributions at issue here represent amounts actually contributed by 14 

the Company to its pension plan, which are properly reflected on the Company’s 15 

books. The Company’s decision to contribute to its pension plan instead of paying 16 

a tax to the PBGC was prudent and ultimately will save money for customers. Given 17 

that the Company is operating under an ARM, and pension expenses will be 18 

updated annually, it is appropriate and consistent with the ARM to allow these 19 

actual amounts to be reflected in the Company’s rates. Mr. Novak did not challenge 20 

the prudency of the Company’s contributions, rather he relies on the Commission’s 21 

 
9 Exhibit JKS-4, Atmos Energy’s First Discovery Request 1-3. 
10 Nashville Gas at Section B. viii. Pension Expense. 
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policy in non-ARM, traditional forward-looking ratemaking proceedings to require 1 

that forecasts reflect minimum required contributions only. While that policy may 2 

make sense in a traditional ratemaking proceeding, in the context of the Company’s 3 

ARM, it would permanently disallow prudently incurred pension expenses, as 4 

indicated by the Consumer Advocate’s responses in Exhibit JKS-3. 5 

Q. WHAT ARE YOU ASKING THE COMMISSION TO DO IN THIS 6 

PROCEEDING? 7 

A. I respectfully request that the Commission approve the Annual Reconciliation filing 8 

and the Annual Reconciliation Revenue Requirement, which have been prepared in 9 

accordance with the Approved Methodologies approved and adopted by the 10 

Commission in Docket No. 14-00146.  I further request that the Commission 11 

approve the proposed tariffs attached as Exhibit GKW-2 and order the Company to 12 

make the rates contained therein effective June 1, 2020.   13 

Q. DOES THIS CONCLUDE YOUR TESTIMONY? 14 

A. Yes. 15 
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Page 1 of 1 
 
 
REQUEST: 
 
Refer to Page 2 of Attachment 1 included with the Company’s response to CA3-1 
regarding pension funding.  Specifically note that the “Funding Update” from the 
Company’s actuary here states that “The Minimum Required Contribution for 2019 is $0.”  
Given that the required minimum contribution was zero during 2019, explain the 
Company’s rationale to fund a total of $15.5 million in pension contributions (separate 
$7.0 million and $8.5 million contributions as shown on Atmos workpapers 4-4 and 4-4A) 
during the ARM reconciliation period. 
 
RESPONSE: 
 
The Company’s funding policy is to contribute an amount equal to the minimum required 
contribution and determine from time to time whether to make additional contributions 
depending on cash, tax or other considerations. 
 
For 2018 and 2019, the Company made additional contributions to avoid the Pension 
Benefit Guaranty Corporation (PBGC) variable rate premium (VRP).  For the 2018 and 
2019 plan years, these amounts were $7.0 million and $8.5 million, respectively. 
 
If the plan is less than 100% funded on a VRP basis, then the plan must pay to the PBGC 
(from the trust) a VRP equal to 4.5% of the unfunded liability.  To avoid this expense to 
the PBGC, the Company made additional contributions to the trust.  Over time, this 
decision is expected to improve the funded status and lower the required contributions in 
future years. 
 
The minimum required contribution (MRC) to be paid for a plan year is based on a liability 
measure that is lower than a market value because of temporary pension funding relief 
(the Moving Ahead for Progress in the 21st Century Act, or MAP-21, as extended).  By 
pre-funding on a basis that ignores the temporary funding relief, the Company is expected 
to contribute less cash over the next 10 years relative to contributing only the MRC each 
year.  The likelihood of unexpected large contributions in later years is expected to be 
reduced by accelerating contributions to earlier years. 
 
 
 

Exhibit JKS-1



 
 

 

Docket No. 19-00076 
Atmos Energy Corporation, Tennessee Division 

CPAD DR Set No. 4 
Question No. 4-02 

Page 1 of 1 
 
 
REQUEST: 
 
Refer to Attachment 1 included with the Company’s response to CA3-2 regarding pension 
assets and liabilities.  Specifically note that Attachment 1 shows that the Company’s 
pension assets are approximately $531.7 million at September 30, 2018 while the pension 
liabilities are approximately $504.7 million at this same time giving an over-funded 
balance of approximately $27.0 million.  Given that the Company’s pension plan is 
overfunded, explain the Company’s rationale to fund a total of $15.5 million in pension 
contributions (separate $7.0 million and $8.5 million contributions as shown on Atmos 
workpapers 4-4 and 4-4A) during the ARM reconciliation period. 
 
RESPONSE: 
 
The pension liability shown in Attachment 1 to the Company's response to CPAD DR No. 
3-02 is the liability for purposes of year-end financial reporting as required by Accounting 
Standards Codification Topic 715-20-50 (ASC 715).  The comparison of accounting 
obligations for balance sheet and income statement purposes cannot be relied upon to 
determine the need for future cash contributions because the accounting liability is 
determined differently than the liability measures described in the Company’s response 
to CPAD DR No. 4-01, including differences in measurement date, demographic 
assumptions, economic assumptions, and actuarial cost methods.  The Company’s 
rationale for funding $15.5 million during the reconciliation period is described in the 
Company’s response to CPAD DR No.  4-01.  Note that as of September 30, 2019, 
pension liabilities on an accounting basis are $577.3 million and pension assets are 
$530.1 million, resulting in a net balance sheet liability of $47.2 million. 
 

Exhibit JKS-1
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REQUEST: 
 
Refer to pages 45-47 of the Commission’s Order in Docket No. 18-00017 regarding 
pension expense for Chattanooga Gas Company’s in its last rate case.  Specifically note 
here that the Commission addresses its policy for pension expense as follows: 
 

J(3).     Pension and OPEB Assets 
 
The Company forecasts a rate base addition of $9.0 million related to 
pension and other post-retirement (“OPEB”) assets whereas the Consumer 
Advocate did not include any provision for pension and OPEB assets in its 
rate base forecast.  In this case, CGC proposes a change to how pension 
and OPEB expenses and related accruals are treated by this Commission.  
Mr. Tucker offered testimony recommending the usage of the accounting 
standards for pensions and OPEBs issued by the Financial Accounting 
Standards Board (“FASB”) to determine the amount of pensions and OPEB 
costs for ratemaking purposes.  The Consumer Advocate, however, states 
that pension and OPEB expenses should be limited to cash contributions 
only, which results in no accrued assets in this case.  Mr. Novak correctly 
testified that the Commission has a long-established ratemaking policy of 
only allowing rate recovery of the minimum required contribution for pension 
and OPEB expenses.  Further Mr. Novak pointed out that there is no 
requirement for the Commission to follow the accounting principles 
established by other authorities, including the “generally accepted 
accounting principles” promulgated by FASB, as requested by the Company 
in this case. 
 
The panel concurred with the Consumer Advocate’s position on this issue.  
For decades this Commission has recognized the expense of pension and 
post-retirement benefits in service rates in accordance with the actuarially-
determined minimum contribution requirement, as opposed to the FASB 
accounting standards proposed by the Company.  The panel found that this 
long-standing ratemaking policy should be maintained going forward.  
Further, the panel agreed with the Consumer Advocate that determining 
service rates based on minimum required contributions for pensions and 
post-retirement benefits is appropriate policy, because it: (1) applies 
consistently to all utilities, (2) most closely matches today’s costs with 
today’s customers, (3) is not subject to the same changes in assumptions 
for market conditions as the actuary’s recommended contribution, and (4) 
is a more stable and consistent amount for setting rates in the near-term.  
Therefore, the panel voted unanimously to adopt pension and OPEB assets 
of zero for the attrition year in this case, consistent with established 
Commission precedent.  [Emphasis added.] 

 

Exhibit JKS-1
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Page 2 of 2 
 
 
Given that the required minimum contribution for pension funding was zero during 2019, 
explain the Company’s rationale to request recovery of $15.5 million in pension funding 
through the current ARM reconciliation and therefore deviate from the Commission’s 
policy in this area. 
 
RESPONSE: 
 
The Company believes that the situation described in the referenced Chattanooga Gas 
Company proceeding is distinguishable from what is presented in the Company's ARM 
filing.  The Company is not trying to forecast a rate base addition relating to a pension 
contribution. Rather, the Company is trying to reflect a known and measurable pension 
contribution. The Company's contribution was prudent because it enabled the Company 
to avoid making a mandatory payment to the Pension Benefit Guaranty Corporation. 
 
Further, unlike Chattanooga Gas Company, the Company has a comprehensive ARM. 
There is no need to consider what is "a more stable and consistent amount for setting 
rates in the near-term." Unlike setting rates in traditional ratemaking, the amounts of the 
Company's actual pension contributions will be annually updated and reflected in rates. 
 
Lastly, adopting the approach from the Chattanooga Gas Company proceeding is 
inconsistent with one of the stated goals of the Company's ARM - to allow the Company 
an opportunity to achieve its awarded rate of return.  Minimum required contributions in 
future years are in part determined by past contributions. As described in the Company's 
response to 4-01, by contributing more than the minimum required contribution in one 
time period, the Company will reduce the minimum required contribution in future periods. 
If the Company contributes funds in excess of the minimum required contribution level 
and it were disallowed recovery, it could never reflect those contributions in rates. 
 
 
 
 

Exhibit JKS-1
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IN THE TENNESSEE PUBLIC UTILITY COMMISSION
AT NASHVILLE, TENNESSEE

IN RE:

ATMOS ENERGY CORPORATION
ANNUAL RECONCILIATION OF
ANNUAL REVIE\il MECHANISM

DOCKET NO. 19-00076

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

Comes the Consumer Advocate Unit of the Office of the Attomey General (Consumer

Advocate) and hereby responds to the First Discovery Requests of Atmos Energy Corporation

(Atmos Energy) to the Consumer Advocate filed on February 24,2020. Each of the three 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).

)
)
)
)
)
)
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Atmos Energy Annual Reconciliation
TPUC Docket No. 19-00076

Atmos Energy's First Discovery Request
Date Issued: f,'ebruary 2412020

1- 1. Refer to Page I 1 of the Direct Testimony of V/illiam H. Novak. Mr. Novak excluded all

pension funding in the current ARM reconciliation. In what future ARM proceeding, if

any, does the Consumer Advocate contend that the Company should reflect that $15.5

million in pension funding?

RESPONSE:

The Tennessee portion of the $15.5 million funding, or $824,764 would not be reflected in any

future ARM filing under the Consumer Advocate proposal as the funding did not meet the
established TPUC standards for inclusion in rates.

Response províded by the Consumer Advocate on Mørch 16, 2020.
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Atmos Energy Annual Reconciliation
TPUC Docket No. 19-00076

Atmos Energy's First Discovery Request
Date Issued: February 2412020

Refer to the Company's response to CPAD DR Question No. 4-01. In addition, refer

generally to the Direct Testimony of V/illiam H. Novak. Atmos Energy explained in its

response to CPAD DR Question No. 4-01 that it made additional contributions to avoid

the Pension Benefit Guaranty Corporation (PBGC) variable rate premium (VRP). Mr.

Novak's Direct Testimony does not discuss VRP.

a. Does the Consumer Advocate contest the Company's assertion that but for its pension

contributions, it would have had to pay VRP to the PBGC?

b. Had the Company declined to make pension contributions in excess of the minimum

required contribution level and in turn had to pay VRP to the PBGC, would such VRP

be properly recoverable as a just and reasonable expense? Explain your rationale.

a. The Consumer Advocate has no independent knowledge of that fact. It does

acknowledge that a Willis Towers Watson slide provided in response to
Consumer Advocate 3-1 references the avoidance of PBGC variable rate

premiums.

b. The question does not contain sufficient information to respond. Additional
factors thatmay impact recoverability of PBGC premiums include the following;
(i) extent to which plan changes/modifications on employee eligibility and

benefits has impacted net liabilities; (ii) which stakeholder should bear the risk of
under-perfonnance of market returns compared with actual; and (iii) the history of
Atmos pension contributions. The recoverability of PBGC premiums would
depend upon the response to these questions.

Response provìded by the Consumer Advocøte on March 161 2020.
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Atmos Energy Annual Reconciliation
TPUC Docket No. 19-00076

Atmos Energy's First Discovery Request
Date Issued: February 2412020

l-3. Refer to the Company's response to CPAD DR Question No. 4-03. In addition, refer

generally to the Direct Testimony of William H. Novak. Atmos Energy explained in its

response to CPAD DR Question No. 4-03 that future minimum required pension

contributions are based, in part, on past contributions. Mr. Novak's Direct Testimony does

not discuss the impact of the Company's pension contributions on future years' minimum

pension contribution requirement calculations.

Does the Consumer Advocate contest the Company's assertion that future minimum

pension contribution requirements will be lower than they otherwise would have been

without the pension contributions that Mr. Novak seeks to disallow?

BEËBQ!Í¡IE:

No

Response províded by the Consumer Advocøte on Mørch 16,2020.
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Atmos Energy Annual Reconciliation
TPUC Docket No. 19-00076

Atmos Energyns First Discovery Request
Date Issued: February 2412020

RESPECTFULLY SUBMITTED,

\(,.0,', N h*I*^"la
KAREN H. STACHOWSzu (BPR #019607)
Assistant Attorney General
VANCE L. BROEMEL (BPR #0t1421)
Senior Assistant Attorney General
Office of the Tennessee Attorney General
Financial Division, Consumer Advocate Unit
P.O. Box 20207
Nashville, Tennessee 37 202-0207
Phone: (615) 741-2370
Fax: (615) 532-2910
Karen. Stachowski@ag.tn. gov
Daniel. Whitaker@ag.tn. gov
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CERTIFICATE OF SERVICE

I hereby certifu that atrue and correct copy of the foregoing was served via U.S. Mail or

electronic mail upon:

A. ScottRoss,Esq.
Neal&Harwell, PLC
1201 Demonbreun Street, Suite 1000
Nashville, TN 37203
sro ss@nealharwell. com

Mr. Mark Martin
VP, Regulatory Affairs
Atmos Energy Corporation
3275 Highland Pointe Drive
Owensboro,KY 42303
(270) 68s-8024
mark. martin@ atmosenergy. com

Douglas C. V/alther, Esq.
Associate General Counsel
Atmo s Energy Corporation
P.O. Box 650205
Dallas, TX75265-0205
doug.walther@atmosenergy.com

This the 16th day of March,2020

V-n^^ N th'Jo^^oÞi'
KAREN H. STACHOWSKI
Assistant Attorney General
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