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AFFIDAVIT

The Affiant, Joe T. Christian, being duly sworn, deposes and states that the
attached responses to Commission Staffs second request for information are true and
correct to the best of his knowledge and belief.

S TATE OF TEXAS

COUNTY OF DALLAS

Joe. T istian

SUBSCRIBED AND SWORN to before me by Joe T. Christian on this the _/S^ay of
May. 2016.

PAMELA L. PERRY
My Commission Eipires

October 29, 2016

ary Public 0Notary

My Commission Expires:



REQUEST:

Case No. 2016-00053

WKG Storage, Inc.
Staff DR Set No. 2

Question No. 2-01
Page 1 of 1

Refer to WKG's COSSW, WP _B-3 AD IT, page 1 0, specifically, lines 7 and 8 where the
accumulated deferred income tax ("ADIT') liabilities ("DTL") related to the Fixed Asset Cost
Adjustment and Depreciation Adjustment are listed. Explain the basis for the amounts,
including the transaction that gave rise to the ADIT, and provide the accounting entries
recording the transaction that gave rise to theADIT and any other information related to the
amounts.

RESPONSE:

Fixed Asset Cost adjustment - The capitalization of costs for assets is treated differently for
financial and income tax accounting purposes. Differences may arise from the acquisition
of assets either through a stock or asset purchase and reflect the difference in treatment,
cost allocation, or basis presentation of the acquired assets. Other cost basis differences
are the result of differences in methods between book accounting and tax accounting for
items such as capitalized interest, contributions in aid of construction, capitalization of
overhead and capitalization of repair and maintenance expenses. In addition, tax
legislation such as the enactment or extension of bonus depreciation results in cost basis
differences.

Depreciation adjustment -Atmos Energy reverses any book depreciation and calculates tax
depreciation in accordance with IRC §168. For federal income tax purposes, Atmos Energy
depreciates assets using the modified accelerated cost recovery method promulgated by
§168 of the Internal Revenue Code ("IRC"). For financial statement purposes, Atmos
Energy follows a method of depreciation that is acceptable under generally accepted
accounting principles ("GAAP"). Use of the modified accelerated cost recovery method for
tax purposes results in assets being depreciated faster for income tax accounting than for
financial accounting. This difference results in a deferred tax liability early in the life of the
assets. This deferred liability reverses as the assets are depreciated.

Respondent: Joe Christian



REQUEST:

Case No. 2016-00053

WKG Storage, Inc.
Staff DR Set No. 2

Question No. 2-02

Page 1 of 1

Refer to Case No. 2015-00343,1 the response to the Attorney General's Second Request
for Information, Item 13, regarding the DTL and ADIT assets associated with Division 002,
Shared Services. State whether WKG's position with respect to the DTAs and DTLs is
consistentwith that ofAtmos EnergyCorporation ("Atmos") in the above-styledcase. If not,
provide an explanation on any area which WKG does not agree with Atmos.

RESPONSE:

WKG Storage Inc.'s position with respect to its DTAs and DTLs Is consistent with that of
Atmos Energy Corporation in the above-styled case.

Respondent: Joe Christian



REQUEST:

Case No. 2016-00053

WKG Storage, Inc.
Staff DR Set No. 2

Question No. 2-03

Page 1 of 1

Refer to the response to Staffs First Request for Information ("Staffs First Request"), Item
4. The information provided is only partially responsive to the request. Provide the
cumulative impacts that bonus depreciation has on WKG's calendar year 2015 ADIT, rate
base and revenue requirements.

RESPONSE:

Although the Company has not fully completed its 09/30/15 tax return, the WKG Storage,
Inc. assets for the first nine months of 2015 have been analyzed and it has been
determined that there were no additions during the 2015 that were eligible for bonus
depreciation: therefore, there is not change for the impacts of bonus depreciation for WKG
Storage Inc.'s calendar year 2015 ADIT, rate base or revenue requirement.

Respondent: Joe Christian



REQUEST:

Case No. 2016-00053

WKG Storage, Inc.
Staff DR Set No. 2

Question No. 2-04

Page 1 of 1

Refer to WKG's Revised Cost of Service Schedules and Workpapers ("GOSSW"),
Schedule B Rate Base, page 5, and the response to Staffs First Request, Item 5.b.
Confirm that WKG's proposed rate base includes $600,356 in Construction Work In
Progress ("CWIP") and that, upon their classification, the assets recorded as CWIP WiW be
transferred to Account 121 - Non-Utility Property.

RESPONSE:

The Company confirms that WKG Storage Inc.'s proposed rate base includes $600,356 in
construction v\/ork in progress. Please see the Company's response to the Staff DR No. 2-
08 regarding Account 121-Non-Utility Property.

Respondent: Joe Christian



Case No. 2016-00053

WKG Storage, Inc.
Staff DR Set No. 2

Question No. 2-05

Page 1 of 1

REQUEST:

Refer to the response to Staff's First Request, Item 6.b.

a. Provide a list of the specific projects and/or instances during the test year when
services were provided to WKG through or by the "General Office Service Area
(Division 002)."

b. Explainwhy the Division 002 Distribution and Marketing Projects were included in
the Revised COSSW when they were excluded from the original COSSW.

RESPONSE:

a) No specific projects are provided during the test year; however, services are
provided at the shared services level as described inAtmos Energy Corporation's
CostAllocation Manual ("CAM"). Specifically, please see page 11 of Attachment 1,
for an example of the allocation of Division 002 services provided byAtmos Energy
Corporation to WKG Storage, Inc. Some of the services described in this allocation
are management committee, corporate accounting, corporate legal, corporate
human resource, and corporate information technology.

b) The Company had not broken out the Division 002 Distribution and Marketing
Projects as of June 30, 2015. The Company established the Division 002
Distribution and Marketing Projects in December 2015; therefore, this additional
breakout was utilized when preparing the Revised COSSW.

ATTACHMENT:

ATTACHMENT 1 - WKG Storage, Inc.. Staff_2-05_Att1 - CAM.pdf, 44 Pages.

Respondent: Joe Christian
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CASE NO. 2016-00053

ATTACHMEhTT 1

TO STAFF DRNO. 2-05

1. Introduction:

a. Corporate Structure

Atmos Energy Corporation (Atmos or the Company) operates its Regulated Operations
through seven operating divisions in 8 states. The seven operating divisions and their service
areas are:

Division Service Area

Atmos Energy Colorado-Kansas Division Colorado, Kansas
Atmos Energy Kentucky/Mid-States Division Kentucky, Tennessee, Virginia
Atmos Energy Louisiana Division Louisiana
Atmos Energy Mid-Tex Division Texas, including the Dallas/Fort

Worth metropolitan area
Atmos Energy Mississippi Division Mississippi
Atmos Energy West Texas Division West Texas
Atmos Pipeline - Texas Division Intrastate pipeline business in Texas

These operating divisions are not subsidiaries or separate legal entities. Therefore, by
definition, they cannot be considered affiliates of Atmos,

Technical and support services are provided to the operating divisions by centralized shared
services departments primarily located at the Atmos headquarters in Dallas. These centralized
functions currently include, but are not limited to, accounting, gas supply, human resources,
information technology, legal, rates and customer support. The costs for these shared
services are allocated to the operating divisions. In addition, for operating divisions- that
operate in more than one rate jurisdiction, costs from an operating division's general office are
allocated to separate rate divisions within the operating division.

In addition to its regulated businesses, Atmos also has Nonregulated Operations, which are
operated through Atmos Energy Holdings, Inc., a whoIlynDwned subsidiary of Atmos, and its
various wholly-owned subsidiaries. These subsidiaries are separate legal entities and are
considered affiliates of Atmos.

The Company's current legal entity organization chart is contained in Appendix A.

Note that the descriptions contained herein do not address tariffed services.

b. Accounting:

Atmos' account coding structure enables it to capture the costs for allocable activities.
Expenses, assets, and liabilities for Atmos' shared services and other operating division
general office divisions are coded to applicable location codes and cost centers as necessary,
and are then allocated to the appropriate rate divisions based upon the methodologies
described herein. Allocations recorded in the books and records of the Company are primarily
for management control purposes and may not reflect the allocation methodology used for rate
making purposes.

Atmos' account coding structure is as follows:
2



XXX. XXXX. XXXX. XXXXX. XXXXXX. XXXX

Company Cost FERC Sub- Service Future

Center Account Account Area Use

3 digit 4 digit 4 digits 5 digits 6 digits 4 digits

CASE NO. 2016-00053

ATTACHMENT 1

TO STAFF DR NO. 2-05

Within the above coding structure, "Company" and "Cost Center" are primarily utilized for
internai management responsibility reporting purposes for Atmos' operating divisions. The
terms "Company" and "Cost Center" are defined in the glossary beginning below. Utilization of
the "Company" or "Cost Center" fields is not suitable for meaningful financial or regulatory
reporting purposes.

The FERC account field contains the three-digit FERC USOA account plus one extension digit
which in some cases is utilized by the FERC USOA.

The first three digits of the Service Area field are the primary coding utilized for cost allocations
within Atmos and Is generally referred to as "rate division number". This portion of the field
denotes Atmos' various rate divisions as well as the Company's various shared services and
operating division general office divisions. These codes are the primary source of information
for regulatory reporting and rate activity. The remaining three digits represent "town" location
which is utilized only for some accounts. Atmos Pipeline-Texas uses the final three digits of
the service area to represent the actual storage or compressor facility; however, this is used ^
for O&M expenses only.

c. Glossary of Terms:

The following terms are defined for purposes of this document only:

Affiliate - One or more of Atmos' subsidiaries.

Below the Line - Amounts which are generally not included in an analysis of costs from
which gas service rates are derived.

Company - In general terms, it refers to Atmos Energy Corporation. Within the context
of the account coding string, this term represents an operating division, wholly-owned
subsidiary or other legal entity controlled by Atmos.

Composite Factor - The Company's general allocation factor which is derived for each
applicable area based upon the simple average of gross plant in service, average
number of customers and direct operation and maintenance expenses for each
applicable area.

Corporate Headquarters - The headquarters of Atmos Energy Corporation located in
Dallas, Texas.

Cost Centere - Account coding which denotes an area of cost responsibility,
coding is used primarily for management purposes.

This



CASE NO, 2016-00053

ATTACHMENT 1
TO STAFF DR NO. 2-05

Customer Factor - The Company's general allocation factor which is derived based on
the average number of customers of the Operating Divisions that receive allocable costs
for the services provided.

Direct Charges - Those charges which may originate in a shared services department
or operating division general office division or a rate division which are booked directly
to the applicable rate division.

FERC USOA - The Uniform System of Accounts as prescribed by the Federal Energy
Regulatory Commission.

Wlunicipal Jurisdiction - For Atmos* operations in Texas, each municipality which it
serves has original jurisdiction over rates.

Non-regulated Operations - Represents the Company's natural gas marketing and
nonreguiated pipeline, storage and midstream operations controlled by Atmos Energy
Holdings, Inc., a wholly-owned subsidiary of Atmos Energy Corporation.

Operating Division - An unincorporated division of Atmos Energy Corporation that
contains at least one rate division that is responsible for the management of the
Company's Regulated Operations. Operating divisions are not subsidiaries or separate
legal entities. As such, they do not have separate equity or debt structures.
Additionally, the divisions do not keep separate books and records.
Operating divisions with multiple rate divisions have one operating division general
office rate division in addition to rate divisions corresponding to regulatory jurisdictional
areas.

Operating Division General Office - Administrative offices that are located outside of
shared service offices which serve as the base of operations and central office for each
"operating division."

Rate Division - Often referred to as an operating rate division, it denotes Atmos'
regulatory jurisdictions that are defined by state boundaries, geographic boundaries
within states or municipal boundaries within the State of Texas. The term also denotes
Atmos' various shared services and operating division general office divisions. These
divisions are the primary source for regulatory reporting and rate activity for an area in
which rates have been set by a regulatory authority such as the Colorado Public Utilities
Commission. Rate divisions are identifiable in the Company's account coding string.
As such, costs are accumulated within the general ledger and represent the sum of
direct costs plus costs allocated to the rate division.

Regulated Operations - Represents the Company's six regulated natural gas
distribution operating divisions operating in 8 states and the Company's regulated
intrastate pipeline operations in the State of Texas.

Service Area - The portion of the Company's account coding structure of which the first
three digits denote rate division. The last three digits of this code denote "town" which
is used only in certain instances. Atmos Pipeline-Texas uses the final three digits of the
service area to represent the actual storage or compressor facility: however, this is used
for O&M expenses only.

4
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Shared Services - The Company's functions that serve multiple rate divisions. These
services include departments such as legal, billing, calf center, accounting, information
technology, human resources, gas supply, rates administration among others. Shared
Services is comprised of Shared Services - General Office and Shared Services -
Customer Support

Shared Services - Customer Support - Shared Services functions that include billing,
customer call center functions and customer support related services.

Shared Services - General Office - Shared Services functions that include all other

functions not encompassed by Shared Services - Customer Support.

The following are divisions of Atmos Energy Corporation:

Atmos Energy Colorado-Kansas Division is a regulated operating division that
serves approximately 170 communities throughout Colorado and Kansas, including the
cities of Olathe, Kansas, a suburb of Kansas City and Greeley, Colorado, located near
Denver.

Atmos Energy Kentuckv/Mid-States Division is a regulated operating division that
operates Kentucky, Tennessee and Virginia. The service areas in these states are
primarily rural; however, this division serves Franklin, Tennessee, and other suburban
areas of Nashville.

Atmos Energy Louisiana Division is a regulated operating division that serves nearly
300 communities, .including the suburban areas of New Orleans, the metropolitan area
of Monroe and western Louisiana. Direct sales of natural gas to industrial customers in
Louisiana, who use gas for fuel or in manufacturing processes, and sales of natural gas
for vehicle fuel are exempt from regulation and are recognized in our natural gas
marketing segment.

Atmos Energy Mld-Tex Division is a regulated operating division that serves
approximately 550 incorporated and unincorporated communities In the north-central,
eastern and western parts of Texas, including the Dallas/Fort Worth Metroplex. The
governing body of each municipality we serve has original jurisdiction over all gas
distribution rates, operations and services within its city limits, except with respect to
sales of natural gas for vehicle fuel and agricultural use. The Railroad Commission of
Texas (RRC) has exclusive appellate jurisdiction over all rate and regulatory orders and
ordinances of the municipalities and exclusive original jurisdiction over rates and
services to customers not located within the limits of a municipality.

Atmos Energy IVIississippi Division is a regulated operating division that serves about
110 communities throughout the northern half of the state, including the Jackson
metropolitan area.

Atmos Energy West Texas Division is a regulated operating division that serves
approximately 80 communities in West Texas, including the Amarillo, Lubbock and
Midland areas. Like our Mid-Tex Division, each municipality we serve has original
jurisdiction over all gas distribution rates, operations and services within its city limits,

5
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with the RRC having exclusive appellate jurisdiction over the municipalities and
exclusive original jurisdiction over rates and services provided to customers not located
within the limits of a municipality.

Atmos Pipeline - Texas Division is a regulated pipeline and storage division that
transports natural gas to our Mid-Tex Division, transports natural gas for third parties
and manages five underground storage reservoirs in Texas. These operations include
one of the largest intrastate pipeline operations In Texas with a heavy concentration in
the established natural gas-producing areas of central, northern and eastern Texas,
extending into or near the major producing areas of the Texas Gulf Coast and the
Delaware and Val Verde Basins of West Texas. Nine basins located in Texas are
believed to contain a substantial portion of the nation's remaining onshore natural gas
reserves. This pipeline system provides access to all of these basins.

The following are affiliates of Atmos Energy Corporation:

Blueflame Insurance Services. LTD is a wholly-owned subsidiary of Atmos Energy
Corporation that was created to provide cost-effective property insurance coverage for
Atmos Energy and its subsidiaries. It was chartered in Bermuda effective December 16,
2003, and became operational as of January 1, 2004. It is incorporated under
Bermuda's insurance law and regulations and is fully capitalized under the requirements
of applicable Bermuda law.

Atmos Energy Services, LLC was established on April 1, 2004 to provide natural gas
management services to Atmos Energy's natural gas distribution operations, other than
the Mid-Tex Division. These services include aggregating and purchasing gas supply,
arranging transportation and storage logistics and ultimately delivering the gas to Atmos
Energy's natural gas distribution service areas at competitive prices. AES provided
these services through December 31, 2006. Effective January 1, 2007, the gas supply
department within shared services began providing these services. However, AES
continues to provide limited services to the natural gas distribution operations of Atmos
Energy.

Phoenix Gas Gathering Companv is a wholly owned subsidiary of Atmos Gathering
Company, LLC, and was created to develop, own and operate a non-regulated natural
gas gathering system located in Kentucky.

Atmos Gathering Companv. LLC is a wholly owned subsidiary of Atmos Pipeline and
Storage, LLC and was created to conduct our non-regulated natural gas gathering
operations.

Atmos Enerov Holdings. Inc. is the parent company of Atmos Energy
Corporation's non-utility operations.

Atmos Energy Marketing. LLC provides a variety of non-regulated natural gas
marketing services to municipalities, natural gas utilitysystems and industrial natural
gas customers in 22 states primarily located in the southeastern and Midwestern states
and to our Kentucky, Louisiana and Mid-States utility divisions.
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Atmos Exploration and Production. Inc. holds some insignificant Kentucky
production interests which the Company succeeded to when it acquired Western
Kentucky Gas Company in 1989. This subsidiary is functionally inactive as the
Company does not actively engage in the exploration and production business.

Atmos Pipeline and Storage. LLC owns or has an Interest In underground storage
fields In Kentucky and Louisiana. The utility divisions of Atmos Energy also use these
storage facilities to reduce the need to contract for additional pipeline capacity to meet
customer demand during peak periods.

Atmos Power Systems. Inc. constructs gas-fired electric peaking power generating
plant and associated facilities and may enter into agreements to either lease or sell
these plants. Since 2001, 2 sales-type lease transactions have been executed.

Eqasco. LLC was, several years ago, engaged in the marketing and sale of natural gas
to large-volume commercial and agricultural customers in West Texas. Egasco no
longer serves any customers.

Fort Necessity Gas Storage. LLC is a wholly owned subsidiary of Atmos Pipeline and
Storage. LLC, and was created in 2009 to construct and operate a non-regulated salt-
cavern gas storage project in Louisiana. In March 2011, we recorded a $19.3 million
charge to substantially write off our investment in Fort Necessity.

Trans Louisiana Gas Storage, Inc. owns a minority interest in a salt dome storage
facility in Louisiana. This facility is used to serve utility and non-utility customers.

Trans Louisiana Gas Pipeline, Inc. owns and operates an intrastate pipeline system in
Louisiana. This facility Is used to serve utility and non-utility customers.

UCG Storage. Inc. owns certain storage field interests in Kentucky which are used to
serve utility customers.

WKG Storage, Inc. owns certain storage field interests in Kentucky which are used to
serve utility and non-utility customers.
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Service: Capitalized overhead (generai)

Description: Overhead related to capital expenditures

Current Provider
of Service

Current Use of

Service

Basis for

allocation

Shared Services

Atmos Pipeline-Texas Division
Louisiana Division operating division general office
Kentucky/Mid-States Divisionoperating division general office
Colorado-Kansas Divisionoperating division generai office
Mid-Tex Division
Mississippi Division
West Texas Division

Rate divisions

Capitalized overhead costs are accumulated by operating division (and state level for
multiple state divisions). Each operating division (and state) sets an application rate
at the beginning of the year based on projected expenditures. As expenditures for
CWIP and RWIP are recorded overhead is applied at the application rate.
Periodically, the application rate is reviewed. Shared services overhead is allocated
to operating divisions based on operating division capital expenditures. At the end of
each quarter, the amount that has accumulated in the OH project is cleared to all
eligible projects that incurred charges during that quarter, on a pro rata basis

General Ledger Entries! Bvawp'e On>v

SSU BU 010

S8U BU 010

Cast!

Aeet 131

51,000^1)

SSU BU 010

Accounts Payable
AecL 232

SSU BU 010

Office Supply
and Expenses

Acct. 921

Cost Center XXXX»

Administrative

Exponeea
Transfbrred

Aceb 922

Cost Center XXXX

(1) $1,000 $1,000-^i)

SSU BU 010

(1) $1,000 SBOCp)
$400 (3a}

Administrative

Expanses
Transferred

Aaot 922

Cost Center 1910 '

SSU BU 010

Administrative

& General

AccL 920
CostCenter1910

SSU BU 010

Constrvota'on Worit

In Progress
Acct. 107

I General Offloe . DlvoSn
Administrative

Expanses
TransTerrod

Acct 922

C3b)
(3b)

$20 $200'(2) ' (2) $200 ' (3) $600 $160 •(4)
$180 $450 (4a)

'' (S) $10 $20 (3b)

(3a)

General Office

Retnalnlng
Administrative

Expanses
Transferred

AcoL 922

Rate Oiv Office

Mid States DlvOOS'

Administrative
Expanses

Transfarred

Acct 922

$400 $180 (3b) '• (4) SISO $i^S) (4a)

Rate DivOfRca

Mid States DIv -Remaining
AdminlsbaUve

Expenses
Transferred

Acct 922

$450

* rate 20%

*• Many rate division otiices exist wllhin Mid-Stales In addlUcn to DivOOd.

Flew ef Activity

' (1) Purchase Office Supplies
' (2) Capitalize Overhead is calcutated based on cost center capHaloaHon pereantaga
'' (3) AOocating Shared Services Expenses to General Ofgees >60% AHocalicn rate for Illustration purposes only

(3a) AHocatlon to remaining general oftiees
{3b) Allocate eapltalizatlon credits to business units

' (4) Allocating Shared Services Expenses to Rale OiUsion Office - 25% Allocation rale forQIustratlon purposes only
(4e) Allocation to remaining division offices

** (S) Allocating Shared Services Capltalizetion CredH to Rate Division OfBce- 50% Allocation rale for Blustration purposes only

Note: PIsase see the allocation of ei^nses from General Office to State Regbnal Office to Rate Ditrisbn on the following pages:
V\fest Texas - 17, Colorado/Kansas -19, Louisiana-23



Service:

Description:

Current Provider

of Service

Current Use of
Service

Basis for

allocation

CASE NO. 2016-00Q63

ATTACHMENT 1
TO STAFF OR NO. 2-05

Stores overhead

Overhead related to inventory \warehousing is allocated to materials as
issued.

Shared Services

Operating division general office

Atmos Pipeline-Texas Division
West Texas Division rate divisions
Louisiana Division rate divisions
Kentucky/Mld-States Division rate divisions
Mid-Tex Division rate division

Colorado-Kansas Division rate divisions
Mississippi Division rate division

Overhead costs associated with Inventory items, including rent, labor and
supervision are accumulated by operating division. Each operating division
sets an application rate at the beginning of the year based on projected
overhead and materials activity. As materials are issued from the warehouse,
the overhead assigned is also allocated to the same account. Periodically,
the balance Inthe undistributed stores overhead account is compared to the
materials on hand balance and a new rate Is determined. Shared Services
stores overhead is allocated monthly to the operating divisions based on
number of meters.

General Ledger Entries; Example Onlv

(3a)

SSU BU 010

Cash

AccL 131

$100'"(1)
$2 (3a)

SSU BU 010

Stores Expense

Undistributed

Acct 163

$2 $2 (3b)

SSU BU 010

Inventory

Rate Div Office

Mid States DIv 009 **

Construction Work

In Progress
Acct 107

M) $100 $ioo'i:2) " (2) $100

(3b) $2

(3a)

SSU BU 010

Accounts

Payable
Acct 232

$2 $2 (3a)

Many rate dlMslon offices exist v^thin Mid-States in addition to Div 009.

Flow of Activi^
1 Purchase Inventory - Material
2 issue Inventory to Capital Project

3a Incurring Inventory Expense
3b Apply Inventory Storage Rate

Assume 2%
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Service: O&MExpenses in Shared Services - Customer Support cost centers

Description: Includes all expenses for Customer Support. (Division 012)

Current Provider
Of Service

Current Use of

Service

Shared Services

West Texas Rate Divisions

MId-Tex Division

Louisiana Rate Divisions

Kentucky/Wlid-States Rate Divisions
Colorado-Kansas Rate Divisions
Mississippi Division

Basis for Costs are aillocated to the applicable operating division general office in total
allocation based on the average number of customers in each operating division as a

percentage of the total number of customers In all of the operating divisions.
From the operating division general office Divisions Customer Support
charges are allocated to rate divisions using the average number of
customers in each rate division.

General Ledger Entries Example Onty

I SSU BU010 I
omce Supply
and Expenses*

Aoct921

Cost Center XXXX

SSU BU 010

SSU BU 010

Cash

Acct 131

SI.OOCJI)

General Office

Remaining
Administrative

Expenses
Transterred

Acct 922

(1)

SSU BU 010

Accounts Payable
Acct 232

$1,000 $1,000'(1)

General Office

Mid States-Div 091

Admlnl^rative

Expenses
Transferred

Acct 922

(1) $1,000

Rate Div Office

Mid States Div 009'

Administrative

Expenses
Transferred

Acct 922

Administrative

Expenses
Transferred

Acct 922

400

600 (2a)

Rate Div Office

Mid States-Remaining
Administrative

Expenses
Transferred

Acct 922

(2a) 600 ''{2)' $400 $100'(3) '' (3) $100 {3a) $300

$300 (3a)

* Many O&M expense accounts exist in ad(£tion to 921 that get cleared out of account 92Z
**Many rate dMsion offices exist wlhin Mid-States in addition to Div009,

Flow of Activi^
' (1) Purchase Oliice Supplies - Shared SerVces
^ (2)Allcx^lngShared Seruces Expenses to GeneralOffices - 40% Allocation rate fbrfllustratton purposes only
(2a) Allocation to lemdnir^ general ofSces

^ (3)Allocating Shared Seruces Expenses to Rate [^vision Office - 25% Allocation rate fbrIllustration purposes only
(3a) Allocation to remaining division olflces

Note; Please see the allocation of expenses from General Office to State Regional Office to Rate Division on the fr^Iowing pages;
West Texas -17, Colorado/Kansas -19, Louisiana-23
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Seivice:

Description:

Current

Provider

Of Service

Current Use
of Service

O&M Expenses in Shared Services - General Office cost centers

Includes O&M expenses in Shared Services - General Office. (Division002)

Shared Services

Atmos Energy Marketing, LLC
Trans Louisiana Gas Pipeline.
Atmos Gathering Company, LLC
WKG Storage
West Texas Division

Mid-Tex Division
Atmos Pipeline-Texas Division
Louisiana Division

Kentucky/Mld-States Division
Colorado-Kansas Division

Mississippi Division
Trans Louisiana Gas Storage
Atmos Power Systems, Inc

CASE NO. 2016-00053

ATTACHMENT 1

TO STAFF DR NO. 2-05

Basis for Costs are allocated to affiliates and operating divisions based on a composite factor applied
allocation to the Shared Services departments. Shared Services departments which provide services

to the Company's affiliates utilize a composite factor which includes the affiliates.

Shared Service departments that do not provide services to the Company's affiliates utilize a
composite factor which does not include the Company's affiliates.

Other allocation methods used as appropriate include composite not including affiliates or
Atmos Pipeline -Texas, composite not including affiliates, Atmos Pipeline-Texas or Mid
States, composite using only West Texas, COKS, and MS utilitydivisions, composite using
West Texas, MidTex, and Atmos Pipeline-Texas and Overhead rate.

From each operating division general office charges are allocated to rate divisions using the
composite rate for each rate division.

See page 12 for General Ledger Entries: Example Only.
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General Ledger Entries: Example Only

SSU BU 010

Cash

Acct 131

SSU BU 010

Accounts Payable
ACCL232

SSU BU 010

JI.OOO'O) ''(1) $1,000

Office Supply
and Expenses*

AccL 921

Cost Center XXXX

$1,000"{1) '(1) $1,000

General Office

Remaining
Admlnl^tive

Expenses
Transferred

AccL 922

General Office

Mid States-DIv 091

Administrative

Bcpenses
Transferred

Acct 922

Rate Div Offfce

Mid States Div 009'

Administrative

Expenses
Transferred

Acct 922

CASE NO. 2016-00053

ATTACHMENT 1
TO STAFF DR NO. 2-05

SSU BU 010

Administrative

Expenses

Transferred

Acct 922

300 ^2)
700 {2a)

Rate DIv Office

Mid States Remaining
Administrative

Expenses
Transferred

Acct 922

(2a) $ 700 '(2) $300 $150'(:3) '(S) $150 (3a) $150
$150 (3a)

* Many O&Mexpense accounts exist in addition to 921 that gel cleared out of account 922.
" Many rate dlwsion offices ©cist within Mid-States in addition to Div009.

Flow of Actlvl^
' (1) Purchase OfBce Supplies - Shared Services
' (2) Allocating Shared ServcesExpenses to General Offices - 30% Allocation ratefor illustration purpose only

(2a) Allocation to remainir^ general offices
^ (3) Allocating Shared Services Expense to Rate Division Ofiice - 50% Allocation ratefor illustration purposes only
(3a) Allocation to remaining division offices

Note; Operating DivisionsMississippi, Mid-Tex and Almos Pipeline - Texas have 1 rate division. There is no aliocation to remaining division
offices (3a).

Note: Please see (he aliocationofexpenses fromGeneral Office (o State Regional Office to Rate Division on the following pages;
West Texas -17, Colorado/Kansas -19, Louisiana - 23
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Service:

Description:

Current Provider
Of Services

Current Use of

Service

Basis for allocation

CASE NO. 2016-00053

ATTACHMENT 1
TO STAFF DR NO. 2-05

SSU - Customer Support taxes other than income taxes

inciudes ail taxes other than income tax charged in Shared Services - CustomerSupport.

Shared Services

West Texas Rate Divisions
Louisiana Rate Divisions

Kentucky/Mid-States Rate Divisions
Mid-Tex Division

Colorado-Kansas Rate Divisions
Mississippi Division

Costs are allocated to the applicable rate division level in total based on the average number of
customers in each operating division as a percentage of the total number of customers in all of
the operating divisions.
Ifneeded number of customers in rate divisions is used to allocated from the operation division
general office to rate divisions.

General Ledger Entries Example Only

SSU BU 010

Cash

AccL 131

SSU BU 010

Accounts Payable
AccL 232

SSU BU 010

Taxes Otiierthan

Income Taxes

AccL 408.1

General Office

Remaining

Taxes Offierthan

Income Taxes

Acct 408.1

51,000'(1) ''(1) $1,000 $1,000'(1) (1) $1,000 $400^(2) (2a) $800

$800 (2a)

General Office

Mid States-DIv 091

Taxes OQierthan

Income Taxes

AccL 408.1

Rate DIv Office

Mid States -Div 009**

Taxes Other than

Income Taxes

Acct 408.1

Rate Div OfRce

Mid States-Remaining
Taxes Other than

Income Taxes

Acct 408.1

'(2) $400 SIOC^S) (3) $100 (3a) $300

$300 (3a)

** Many rale dMston ofiices tedst in addtion to Div009.

Flow of Activi^
' (1) Taxes Other fftan ticcme Taxes inclined
^ {2] Allocating Shared Senices Expenses to General OfSces - 40% to Mid States BU - for illustration purjxis^
(2a) Allocatingto remainingdlusion offices
(3) AllocatingShared Senices Expenses to Rate Division Office- 25% for Kentucky rute Dntsion Office - forillustrationpurposes only

^) AllocatingShared Services Expenses to remaining Rate Envision Offices

Note: Please see the allocation of expenses from General Office to State Regional Office to Rate Division on the following pages:
iAfest Texas -17, Colorado/Kansas -19, Louisiana - 23
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Service: SSU - General Office taxes other than Income taxes

Description: Includes all taxes other than Income tax charged in Shared Services
General Office.

Current Provider Shared Services
Of Services

Current Use of Atmos Energy Marketing, LLC.
Service Atmos Power Systems, Inc.

VVKG Storage, Inc.
Atmos Gathering Company, LLC
Trans Louisiana Gas Pipeline, Inc.
West Texas Division

Mid-Tex Division
Atmos Pipeline-Texas Division
Louisiana Division
Kentucky/Mid-States Division
Colorado-Kansas Division
Mississippi Division

CASE NO. 2016-00053
ATTACHMENT 1

TO STAFF DR NO. 2-05

Basis for

allocation

Costs are allocated to the applicable operating divisions in total based on the
Composite Factor. The Composite Factor is the simple average of three
percentages: ^

The percentage of Gross Direct Property Plant and Equipment Ineach
operating division unit as a percentage of the total Direct Property Plant and
Equipment in all of the operating divisions.

The number of customers In each operating division as a percentage of the
total number of customers in all of the operating divisions.

The total direct O&M expense In each operating division as a percentage of
the total direct O&M expense in all operating divisions.

If needed, allocation from operating division general offices to rate division
uses the composite rate.

See page 13 for General Ledger Entry - Example Only.
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Service:

Description:

Current Provider
Of Services

Current Use of

Service

Basis for allocation

CASE NO. 2016-00053

ATTACHMENT 1
TO STAFF DR NO. 2-05

SSU-Customer Support depreciation

Includesall depreciation charged inShared Services - Customer Support.

Shared Services

West Texas Rate Divisions
Louisiana Rate Divisions

Kentucky/IVlid-States Rate Divisions
Mid-Tex Division

Colorado-Kansas Rate Divisions

Mississippi Division

Costs are allocated to the applicable rate division level in total based on the average number of
customers in each operating division as a percentage of the total number of customers in ail of
the operating divisions.
Ifneeded number of customers in rate divisions is used to allocated from the operation division
general office to rate divisions.

General Ledger Entries; Example Onfv

SSU BU 010

Depreciation Exp
AccL 403

SSU BU 010

Depreciation Exp

Acct 108

Rate Div Office

Mid States -Div 009'

Depreciation Exp
Acct 403

' (-1) $5,000 $200'' (2) $5,000' (1) " (2) $200

$4,800 (2a) {2a) $4,000

•* Many rate division offices exist In addtion to Div009.

Flow of Activity

^ (1) Monthly Depreciation Expense Is booked through Powerplantand Interfaceswith the Oracle general ledger.
^ (2) Current Month Depreciation Expense Is allocatedto the various utility rate di\ASions usingthe following allocation Actors:

i. For SSU diMSion 002 - General - Allocated using the composite fector
ii. For SSU division 012 - Call Center - Allocated using the customer factor.

(2a) Allocation to remaining Rate Divisions

Note: Please see the allocation of expenses from Genera! Office to State Regional Office to Rate DMsion on the following pages:
V/est Texas -17, Colorado/Kansas -19, Louisiana - 23
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Service: SSU - General Office depreciation

Description: includes all depreciation charged in Shared Services - General Office.

Current Provider Shared Services
Of Services

Current Use of Atmos Energy Marketing, LLC
Service Atmos Power Systems, Inc.

WKG Storage, Inc.
Atmos Gathering Company, LLC
Trans Louisiana Gas Pipeline, inc.
West Texas Division

Mid-Tex Division
Atmos Pipeline-Texas Division
Louisiana Division

Kentucky/Mld-States Division
Colorado-Kansas Division
Mississippi Division

CASE NO. 2016-00053

ATTACHMENT 1
TO STAFF DR NO. 2-05

Basis for

allocation

Costs are allocated to the applicable operating divisions in total based on the
Composite Factor. The Composite Factor is the simple average of three
percentages:

(1) The percentage of Gross Direct Property Plant and Equipment in
each operating division unit as a percentage of the total Direct
Property Plant and Equipment in all of the operating divisions.

(2) The number of customers In each operating division as a percentage
of the total number of customers in all of the operating divisions.

(3) The total direct O&M e)q3ense in each operating division as a
percentage of the total direct O&M expense in all operating divisions.

if needed, allocation from operating division general offices to rate division
uses the composite rate.

See page 15 for General Ledger Entry - Example Only.
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CASE NO. 2016-00053

ATTACHMENT 1
TO STAFF OR NO. 2-05

Service: West Texas Division operating division general office O&M, depreciation and
taxes other than income taxes, to rate division level

Description: Allocation of operating division general office expenses to rate division levels

Current Provider of West Texas Division operating division general office
Service

Current Use of West Texas Division rate divisions
Service

Basis for allocation Costs are allocated to the applicable operating divisions in total based on the
Composite Factor. The Composite Factor is the simple average of three percentages:

(1) The percentage of Gross Direct Property Plant and Equipment Ineach division
as a percentage of the total Direct Property Plant and Equipment in the West
Texas Division rate divisions.

(2) The number of customers in each rale division as a percentage of the total
number of customers in the West Texas Division rate divisions.

(3) The total direct O&M expense in each municipal rate division as a percentage
of the total direct O&M expense in the West Texas Division rate divisions.

' See Page 18 for Generai Ledger Entries: Example Only.
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General Ledger Entries; Example Only

General Office

SSU-DIv 002

Cash

AccL 131

SSOO'CI)
$400''(5)

General Office

West Texas • Div 010

Administrative

Expenses
Transferred

Acct 922

General Office

SSU - DIv 002

Accounts Payable
Acct 232

CASE NO. 2016-00053

ATTACHMENT 1
TO STAFF DR NO. 2-05

General Office

West Texas - Div 010

Office Supply
and Expenses *

Acct 921

(1)
(5)

$500 $500''(1) "(1) $500
$400 $400''(5)

Rate DIv Office

West Texas Div 020**
Rate DIv Office

West Texas -Remaining

$200*<2)
$300 (2a)

'' (2)"

Administrative

Expenses
Transferred

Acct 922

$200 (2a)

Administrative

Expenses
Transferred

Acct 922

$300

General Office

West Texas • DIv 010

Depreciation Exp
Acct 403

West Texas - Div 010

Accumulated Depreciation
Acct 108

Rate DIv Office

West Texas DIv 020**

Depreciation Exp
Acct 403

" (3) $100 $15''(4) $100'(3) ' (4) $15
$85 (4a)

General Office

West Texas - DIv 010

Taxes Other than

Income Taxes

. Acct 408.1

Rate DIv Office

West Texas Div 020**

Taxes Other than

Income Taxes

Acct. 408.1

Rate Div Office

West Texas -Remaining
Taxes Other and

Depreciation
Acct 408.1 and 403

''(6)' $400 $100''(6) ' (6) $ 100 (4a) $85

$300 (6a) (6a) $300

* Many O&M expense accounts exist in addition to 921 Uiat get cleared out of account 922.
** Many rate divisionoffices exist InaddiUon to Div020.

Flow of Activity
'' (1) Purchase OfficeSupplies - West Texas DMslon General Office
^ (2)Allocating General Office Expenses to Rate Division Office - 40%Allocation rateforIllustration purposes only
(2a) Allocation to remaining division offices

^ (3) Monthly Depreciation Expense is booked through Powerplant and Interfaces the Oracle general ledger.
^ (4)Allocation from Division 010 - WestTexasGeneral Office toWestTexasRate Divisions
(4a) Allocation to remaining division offices

(5) Taxes Other than Income Taxes Incurred
^ (6) Allocating General Office Expenses to Rate Division Office - 25%toWestTexasRate Division Office - for illustTBtion purposesoniy
(6a) Allocation to remaining division offices
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Service:

Description:

Current Provider

of Service

Current Use of

Service

CASE NO. 2016-00053
ATTACHMENT 1

TO STAFF OR NO. 2-05

Colorado-Kansas Division operating division general office expenses to state
regional office division level.

Allocation of division general office expenses to state regional office division levels.

Colorado-Kansas Division operating division general office

Colorado-Kansas Operating Division state officedivisions.

Basis for allocation Costs are allocated to the applicable state regional office divisions in total based on
the Composite Factor. The Composite Factor is the simple average of three
percentages:

(1) The percentage of Gross Direct Property Plant and Equipment in each state
as a percentage of the total Direct Property Plant and Equipment in Colorado-
Kansas Division.

(2) The number of customers in each state as a percentage of the total number of
customers in Colorado-Kansas Division.

(3) The total direct O&M expense Ineach state as a percentage of the total direct
O&M expense in Colorado-Kansas Division.

General Ledger Entries: Example Only

General Office

SSU - DIv 002

Cash

Acct.131

General Office

SSU - DIv 002

Accounts Payable
Acct. 232

General Office

CO/KS BU 060

Office Supply
and Expenses *

Acct. 921

$5001:1) " (1) $50( $50011) '' (1) $50C

General Office State DIv Offlce Rate Div Office

CO/KS BU 060 CO/KS Div 031 CO/KS Div 080

Administrative Administrative Administrative

Expenses Expenses Expenses
Transferred Transferred Transferred

Acct 922 Acct. 922 Acct. 922

$25012) (2) $25( (2a) $25(

$250 (2a)

* Many O&M expense accounts exist in addition to 921 that get cleared out of account 922.

Flow of Activity
'' (1)Purchase Office Supplies - Colorado/Kansas Division General Office
^ (2} Allocating General Office Expensesto State Division Office - 50% Allocation rate for Illustration purposesonly
(2a) Allocation to remaining state office *
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CASE NO. 2016-00053

ATTACHMENT 1
TO STAFF DR NO. 2-05

Service:

Description:

Current Provider
of Service

Current Use of

Service

Colorado-Kansas Division state regional officedivision level expenses to rate
division level

Allocation of state regionaloffice division level expenses to rate division levels.

Colorado-Kansas Division regional division office

Colorado-Kansas Division rate divisions

Basisforallocation Costsare allocated to the applicable ratedivisions in total based on the Composite
Factor. The Composite Factor Is the simple average of three percentages:

(1) The percentage of Gross Direct Property Plant and Equipment Ineach state
rate division as a percentage of the total Direct PropertyPlant and Equipment
in each state.

(2) The number of customers in each state rate division as a percentage of the
total number of customers in each state.

(3) The total direct O&M expense in each state rate division as a percentage of
the total direct O&M expense in each state.

General Ledger Entries: Example Only

General OfRce

SSU - Div Q02

Cash

Acct 131

•$500^(1) (1)"

State DIv Office

CO/KS BU 080

Administrative

Expenses

Transferred

Acct 922

$200*(2)
$300 (2a)

(2)

General Office

SSU - DIv 002

Accounts Payable
Acct. 232

$500 Isoo^l) (1)

Rate Div Office

CO/KS Div 033

Administrative

Expenses

Transferred

Acct. 922

$200 (2a)

State Div Office

CO/KS BU 060

Office Supply
and Expenses

Acct. 921

$500

Rate DIv Office

CO/KS - Remaining

Administrative

Expenses

Transferred

Acct. 922

$30C

• Many C&M expense accounts e)dst in addition to 921 that get cleared out of account 922.
**Many rate di\rtsion offices exist within the state In addition to Div 033.

Flow of Activity
(1) Purchase Office Supplies - Colorado/Kansas State Division Office

^ (2)Allocating State Divisoin Office Expenses to Rate Division Office - 40%Allocation rate forillustration purposes only
(2a) Allocation to remaining dMsion offices
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Service:

Description:

Current Prouder

Of Service

Current Use of

Service

Basis for

allocation

CASE NO. 2016-00053

ATTACHMENT 1
TO STAFF DR NO. 2-05

Kentucky/Mld'States Division operating division general office O&M,
depreciation and taxes other than income taxes, to rate division level

Allocation of operating division general office expenses to rate division levels

Kentucky/Mid-States Division operating division general office

Kentucky/Mid-States Division rate divisions

Costs are allocated to the applicable rate divisions in total based on the Composite
Factor. The Composite Factor is the simple average of three percentages:

(1) The percentage of Gross DirectProperty Plant and Equipment in each rate
division as a percentage of the total Direct Property Plant and Equipment in
Kentucky/Mid-States Division.

(2) The number of customers in each rate division as a percentage of the total
number of customers in Kentucky/Mid-States Division.

(3) The total direct O&M expense in each rate division as a percentage of the
total direct O&M expense in Kentucky/Mid-States Division.

See Page 22 for General Ledger Entries: Example Only.
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General Ledger Entries; Example Only

General Office

SSU-DIv 002

General Office

SSU - DIv 002

CASE NO. 2016-00053

ATTACHMENT 1

TO STAFF DR NO. 2-05

General Office

Mid States - DIv 091

Cash Accounts Payable and Expenses*
AccL 131 AccL 232 AccL 921

1500'•(1) "(1) $500 S500''(1) '' (1) $500
$400*"(5) " (5) $400 $400''(S)

General Office

Mid States - DIv 091

Administrative

Expenses

Transferred

Acct 922

Rate DIv Office -

Mid States DIv 009'

Administrative

Expenses
Transferred

AccL 922

Rate Div Office

Mid States -Remaining
Administrative

Expenses
Transferred

Acct 922

$200'(2) " (2) $200 (2a) $300

$300 (2a)

General Office Rate DIv Office

Mid States-Div 091 1 Mid States - Div 091 Mid States Div 009 **

Depreciation Exp Accumulated Depreciation Depreciation Exp
AccL 403 AccL 108 AccL 403

(3) $100 $15'•(4) $100'(;3) '' (4) $15

$85 (4a)

General Office

Mid States-Div 091

Taxes Other than

Income Taxes

Acct 408.1

Rate Div Office

Mid States DIv 009

Taxes Other than

income Taxes

Acct 408.1

Rate DIv Office

Mid States -Remaining
Taxes Other and

Depreciation
Acct 408.1 and 403

(5) $400 $100''(6) (6) $ 100 (4a) $85

$300 (6a) (6a) $300

* Many O&M e^q^enseaccounts exist Inaddition to 921 that get cleared out of account 922.
**Many rate dl\nslon offices exist In addition to Div 009.

Flow of Activity

' (1) Purchase Office Supplies - Mid States Dhrislon General Office
^ (2) Allocating Genaal Office Expenses to Rate Division Office - 40%Allocation rateforillustration purposesonly
(2a) Allocation to remaining ditrislon offices

'' (3) Monthly Depreciation Expense Isbooked through Powerplant and Interfaces with theGradegeneral ledger.
(4) Allocation from Division 091 - MidStates General Officeto MidStates Rate Divisions- Allocated using the composite factor.

(4a) Allocationto remaining diwslon offices
^ (5)TaxesOther than Income TaxesIncurred
' (6) Allocating General Office Expenses to Rate Division Office - 25%to Mid States Rate Division Office - forillustration purposesonly
(6a) Allocation to remaining division offices
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Service:

Description:

Current Provider
of Service

Current Use of
Service

Basis for

allocation

CASE NO. 2016-00053

ATTACHMENT 1
TO STAFF DR NO. 2-05

Louisiana Division operating division general office O&M, depreciation
and taxes other than Income taxes, to rate division level

Allocation of operating division general office expenses to rate division levels

Louisiana Divisionoperating divislori general office

Louisiana Division rate divisions

Costs are allocated to the applirable rate divisions in total based on the
Composite Factor. The Composite Factor is the simple average of three
percentages:

(1) The percentage of Gross Direct Property Plantand Equipment in
each rate division as a percentage of the total Direct Property Plant
and Equipment in Louisiana Division.

(2) The number of customers in each rate division as a percentage of the
total number of customers in Louisiana Division.

(3) The total direct O&M expense In each rate division as a percentage of
the total direct O&M expense in Louisiana Division.

See Page 24 for General Ledger Entries: Example Only.
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General Ledger Entries; Example Only

General Office

SSU - Dhr 002

Cash

Acct 131

550^(1)
S400''(5)

General Office

LA-DlvlOT

Administrative

Expenses
Transferred

Acct 922

$200 \2)
$300 (2a}

General Office

LA-DIv 107

Depreciation Exp
Acct 403

General Office

SSU - Div 002

Accounts Payable

Acct 232

CASE NO. 2016-00053

ATTACHMENT 1
TO STAFF DR NO. 2-05

General Office

U-DIV107

Office Supply
and Expenses *

Acct 921

(1)
(5)

$500 $500'(1) "(1) $500

$400 $400*^5)

(2)

f^te DIv Office

LA Olv 007

Administrative

Expenses

Transferred

Acct 922

$200

LA-DIv 107

Accumulated Depreciation
Acct 108

(2a)

Rate DIv Office

LA DIv 007

Administrative

Expenses

Transferred

Acct 922

$300

Rate DIv Offlce

LA DIv 007

Depreciation Exp
Acct 403

" (3) $100 $15 "(4) $1001:3) "(4) $15

$85 (4a) (4a) $85

General Office

LA-DIv 107

Taxes Other than

Income Taxes

Acct 408.1

Rate Div Office

LA DIv 007

Taxes Other than

Income Taxes

Acct 408.1

Rate DIv Office

LA Div 007

Taxes Other and

Depreciation
Acct 408.1 and 403

(5) $400.00 $100 '(G) " (6) $ 100 (4a) $85

$300 (6a) (6a) $300

* Many O&M expense accounts exist in addition to 921 that get cleared out of account 922.

Flow of Activity
(1) Purchase OfficeSupplies - LADivision General Office

^ (2) Allocating General Office Expenses to Rate DNrision Office - 40%Allocation rateforillustration purposesonly
(2a) Allocationto remaining divisionof^ces

' (3) Monthly Depreciation Expense Isbooked through Powerplant and interfaces with the Oracle generalledger.
' (4) /yiocation from Division 107 - LA General OfTice to LA Rate Divisions - Allocated usingthe composite factor.
(4a) Allocation to remaining dMsion offices

' (5) TaxesOtherthan Income TaxesIncurred
' (6) Allocating GeneralOffice Expenses to Rate Division Office - 25% to LA Rate Division Office - forillustration purposes only
(6a) Allocation to remaining dMsion offices
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CASE NO. 2016-00063

ATTACHMENT 1
TO STAFF DR NO. 2-05

Description of Relationship between Mid-Tex and Atmos Pipeline - Texas:

MId-Tex performs operations and maintenance and capital services for the Atmos Pipeline - Texas ("APT")
Division.

Services are provided on an ongoing basis throughout the Mid-Tex and APT service areas. The field operations
include, but are not limited to, services related to pipeline integrity, measurement, compliancework, painting, right
ofway mowing and reclamation, leak surveys, patrolling, regulator maintenance, fence replacements, line repairs
and line replacements. Additionally, Technical and Support Services are provided to APT by centralized
departments primarily located at the Mid-Tex headquarters in Dallas. These centralized functions include, but are
not limited to, compliance monitoring and reporting, engineering, gas measurement, finance, marketing and
human resources.

APT employs outside contractor labor services and purchases materials and supplies for field operations and
construction in addition to the services provided by MId-Tex. These services and materials are direct charged to
APT and are not allocated from Mid-Tex.

APTemploys some pipeline only personnel. This labor and the related benefitcost is primarily charged directly to
APT and not allocated from MId-Tex.

Service: Mld-Tex/Atmos Pipeline - Texas Division - intracompany Labor

Description: Mid-Texemployees' labor supporting APT operations

Current Provider

Of Service

Current Use of
Service

Basis for
allocation

Mid-Tex

Atmos Pipeline-Texas

Mid-Texdirect Company and/or contractor actual labor

Mid-TexNon Supervisory employees who charge time to APT generally
record their time through the time reporting system.

Mid-TexSupervisory employees who charge time to APT generally record
their time using the operational split through the time reporting system.

The Operational Split is calculated annually based on the expected allocation
of Mid-Tex Non Supervisory labor and contractor labor between the Mid-Tex
and APT divisions.
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General Ledger Entiv: Supervisor/ employee (ExamolB Onlvl

1 rSSU - Div 002

Cash

Acct 131

$1,000 {1)

I Mld-Tex BU 080 |

Construction work

In Progress
Acct 107

Cost Center 4XXX

(2) $ 400

SSU - Div 002

Accounts Payable
Acct 232

(1) $1,000 I $1,000 (2)

APT BU 180

Construction work

In Progress
Acct 107

Cost Center 9XXX

(2) $ 250

CASE NO. 2016-00053

ATTACHMENT 1

TO STAFF DR NO. 2-05

Mld-Tex BU 080 |

O&M Labor

Acct. 853
Cost Center 4XXX

(2) $200

APT BU180

O&M Labor

Acct 853

Cost Center 9XXX

(2) $150

Flow ofActii/Hv:

(1) Pay Mld-Tex Supervisory emfrfoyee
(2) Allocate labor to Mld-Texand APT ~ for Illustration purposes, this employee's time Is charged 60% to Mld-Tex and
40% to APT. The APT portion Is 63% capital.

General Ledger Entry; Non Supervlsorv emplovee (Example OnM

SSU-Div 002

Cash

AccL 131

$800 (1)

SSU - Div 002

Accounts Payable
AccL 232

(1) $800 $800 (2)

APT BU180

Construction work

In Progress
Acct 107

Cost Center 9XXX

(2) $100

Mld-Tex BU 080

O&M Labor

Acct 853

Cost Center 4XXX

(2) $400

APT BU 180

O&M Labor

Acct 853

Cost Center 9XXX

(2) $300

Flow ofActivity;

(1) Pay Mld-Tex employee labor
(2) Direct chaise labor to Mld-Tex and APT - for illustration purposes, this employee's time for this payroll cyde was 50%
Mld-Tex and 50% APT. The APT portion was 25% capital and 76% expense.
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CASE NO. 2016-00053

ATTACHMENT 1

TO STAFF DR NO. 2-05

Service: Mid-Tex/Atmos Pipeline - Texas Division - Non Labor Expenses

Description:

Current

Provider

Of Service

Allocation inciudes but is not iimited to rents, heavy equipment, utilities, telecom,
transportation (vehicles), uniforms, insurance, printing and postage.

Mid-Tex

Current Use of Atmos Pipeline - Texas Division
Service

Basis for Factors are primarily based on direct employee labor and contractor labor. The vehicle
allocation allocation is based on Company labor only. Allorations vary based on the cost center and

sub account.

General Ledger Entries: Transportation Expense (Example Only)

(3)

SSU - Dlv 002

Cash

AccL 131

SSU~Div 002

Accounts Payable

Acct. 232

$1,000 ''(1) '' (1) $1,000 $1,000 *(1) ''(1)

APT BU 180

CWIP

Acct 107

Cost Center 9XXX

$220

APT BU1B0

O&M Transportation
Acct. 853

Cost Center 4XXX

(2) $780 $220 '(3)

Flow of Activity
^ (1) $1000 Intransportationexpense
'' (2) $780isallocated from MId-Tex O&M to APT O&M
^ (3) Aportion ofUie cost Iscapitalized, foriiiusfration purposes only (22%)
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Mid Tex BU 080

O&M Transportation
Acct. 853

Cost Center 4XXX

$1,000 I $780 '(Z)



CASE NO. 2016-00053

ATTACHMENT 1
TO STAFF DR NO. 2-05

Service: Intercompany labor

Description: To the extent operating division employees provide labor services to an
affiliate, the labor costs for the services will tje charged to the appropriate
affiliate.

Current Provider

of Service

Current Use of

Service

Basis for
allocation

Atmos Pipeline-Texas Division
Louisiana Division

Colorado-Kansas Division
Kentucky/Mid-States Division
Mid-Tex Division
Mississippi Division
West Texas Division

UCG Storage, Inc.
Atmos Energy Marketing, LLC
WKG Storage, Inc.
Trans Louisiana Gas Pipeline, Inc.
Trans Louisiana Gas Storage, Inc.

Labor charges are captured through direct time sheet entries and transferred
to the appropriate subsidiary receiving the labor services.

General Ledger Entries; Examole Onlv

(1)

SSUBU010

Casii

Acct131

$500 (2a) (23)

Atmos ErergySKvices
AESBU301

IVialns &Services Exp
ACCL8740

$500

SSUBU010

A/RfircHnAssocCa

ACCL146

$500

MidStates BU050-Div 002|
A/RfromAssocCo.

Acct14e

(2a)

$500 (2b) (2b)

SSUBU010

Accounts Payable
Acct232

$500 $500 (2b)

Mid States BU 050-D(V 091

Accounts Payable
Acct232

$500 $500 (1)

Rowof AcH\riftr
(1) &TployeeXisafentucky&TpIc^. HevvorkedOTaspedalpnqectin March for Atrncssibadiary,

AES (Almos Energy Ser>flces). Time is c^Dtured thnx^adrect Sme sheet ffitry.
(2a) Salary is paidto enplc^x
(23) JE is made to rdieve payablein operatingdivisioa

Intercompany Bitrygen^ed fay Grade to \fssp C^jerating D'visicns In syrsi
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Service:

Description;

Current Provider

of Service

Current Use of

Service

Basis of Intra-

company

Allocations

CASE NO. 2016-00053

ATTACHMENT 1
TO STAFF DR NO. 2-05

Adjustments to Uncollectible Accounts Expense

Allocation of additional expense amounts booked to adjust the Provision for
Uncollectibles (Account 144)

West Texas Division rate divisions
Louisiana Division rate divisions

Kentucky/Mid-States Division rate divisions
Colorado-Kansas Division rate divisions

Mid-Tex DMslon rate division

Mississippi Division rate di\dslon ,

West Texas Division rate divisions

Louisiana Division rate divisions

Kentucky/Mid-States Division rate divisions
Colorado-Kansas Division rate divisions

Mid-Tex Division rate division
Mississippi Division rate division

Costs are allocated to the rate divisions in total based on Sales Revenue.

General Ledger Entries: Example Only

Rate Division *

Accumulated Provision

for Uncollectible Accounts

Acct 144 sub xxxxx

(2) $ 250 $ 1,000(1)

Rate Division

Customer Accounts -

Uncollectible Accotinte

Acct 904

(1) $ 1,000

* Each rate division has a different allocation rate.

Flow of Activity

(1)Monthly allocated costs.
(2) Write off of uncollectible account as needed.
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Rate Division

Customer Accounts

Receivable

Acct 142 sub xxxxx

250 (2)



CASE NO. 2016-00053

ATTACHMENT 1

TO STAFF DR NO. 2-05

Service: Intra-company
office labor

labor allocation - other than operating division general

Description: Certain employee activities cross multiple rate divisions within an operating
division. The costs associated with such activities include labor, benefits and
associated taxes.

Current Provider Atmos Pipeline - Texas Division
of Service West Texas Division

Louisiana Division
Kentucky/Mid-States Division
Mid-Tex Division
Colorado-Kansas Division
Mississippi Division

Current Use of Atmos Pipeline - Texas Division
Service West Texas Division

Louisiana Division

Kentucky/Mid-States Division
Mid-Tex Division

Colorado-Kansas Division

Mississippi Division

Basis of Intra- Labor associated with cross-jurisdictional activities is charged to each
company jurisdiction based on the level of employee activity. The costs are captured
Allocations either through direct time sheet entries or fixed labor distribution percentages.

General Ledger Entries; Exampl&Onlv

SSU BU01D

Cash

Acct 131

$500 (2a) ^b)

8SU BU 010

A/R from Assoe Co.

Acct 146

$500 (2a)

SSU BU 010

Accounts Payable
Acct 232

$500 $500 (2b)

"(1)'

Kentuciqf Divl^on
Mid-States BU OSO-DIv 009

Mains & Services Exp
Acct 8740

Tennessee Dlvl^on

Mid-States BU 050-Div 093

'(1)'

Mains & Services Exp
. Acct 8740

IMid-States BU 050-Div 002 j

A/R from Assoc Co.

Acct 146

IMid-States BU Oai-Dtv 0911
Accounts Payable

Acct 232

$250 $250

Plow of Activity
**(1) Employee x lives In Kentucky andwwks 50%In Kentucky and50%inTennesseeevery mordh.

Time is captured throigh lixed labor distribution
(2a) Sdary is paid to enpioyee x
(2b) JE Is made to relievepay^e in operating division.

intercompany Entry generated by Oracle to keep Operating ^visions in sync
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CASE NO. 2016-00053

ATTACHMENT 1

TO STAFF DR NO. 2-05

Service: Other income and interest expense (All below the line accounts)

Description: Allocation of Shared Services' other income and interest expense (All below
the line accounts)

Current Provider Shared Services
of Service

Current Use of

Service

Basis for

ailocation

West Texas Division
Louisiana Division

Kentucky/Mid-States Division
Mid-Tex Division

Colorado-Kansas Division
Mississippi Division
Atmos Pipeline - Texas Division

Interest Expense, Interest Income and Other Non-Operating Income in shared
services are allocated to each utility division based on the budget allocation
percentages. The budget allocation is based on projected average net
investment by rate division for the budget year. For this purpose, 'net
investment" Is defined as regulatory rate base + goodwill. These allocation
factors are the same throughout the fiscal year. The allocation stays in the
account the charge was originally booked In. Headquarter allocation of
below the line accounts to rate divisions follows the same process as
described above.

See page 33 for Genera! Ledger Entries: Example Only.
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General Ledger Entries; Example Only

SSU BU 010

Cash

ACCL131

$1,000

SSU BU 010

Ca^

Acct 131

SSU BU 010

Accounts Receivable

Acct143
si.ooco)'' (1) $1,000

SSU BU 010

Accounts Receivable

AccL 143

'•(2)"

SSU BU 010

Interest and

Dividend Income

ACCL419

$20 Sl.OOO'll)

SSU8U 010

Other Deductions'

Acct 426.S

$2,000'(3) ^ (3) $2,000 $2,000"(3) ^(3) $2,000 $40'(4)

SSU BU 010

Cash

Acct 131

SSU BU 010

Accounts Receivable

Acct 143

SSU BU 010

Interest Expense
Acct 431

(Short Term)

14)'

CASE NO. 2016-00053

ATTACHMENT 1

TO STAFF DR NO. 2-05

Div033

Interest and

Dividend Income

AccL 419

$20

DiV 033

Other Deductions

Acct 426.5

$40

Div033

Interest Expense
Acct 431

(Short Term)
la.ooox^ ' (S) $3,000 $3,(X»'̂ 55 15) $800 $1218) 16) $ 12

SSUBU010

15)'

Interest Expense
Acct 431

(Long Term)

$2,400

Includes verious accounts but cleared out of account 428.5

Flow of Activity
' (1) Interest and Dividend Income generated
' (2) AOocallr^ Shared Senices Inccme andGvldend Income to [Sv33cmly - Assume 2%allocation rate
' (3) Other income andExpenses generated
'' (4) Allocating Shared Services Other Deductions to E^33 only - Assume 2%allocation rate
^ (5) Interest Expense generated
^ (8) Allocating Shared SenicesInterest Expense to Div33only -Assume2% allocailonrate
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$4^6)

Dlv033

Interest Bcpense
Acct 431

(Long Tenii)
16) $ 48



Service:

Description;

Current Provider

of Service

Current Use of
Service

Basis of

Aliocations

CASE NO. 2016-00053

ATTACHMENT 1

TO STAFF DR NO. 2-OS

Gas cost between state jurisdictions for contiguous systems

Gas costs that apply to contiguous systems that cross state jurlsdlctional
boundaries are allocated between those rate jurisdictions.

West Texas Division

Colorado-Kansas Division

Kentucky/Mid-States Division

West Texas Division

Colorado-Kansas Division

Kentucky/Mid-States Division

Allocations are based upon throughput for the West Texas Divisionand the
Colorado-Kansas Division's Southeast Colorado/Southwest Kansas
operations. For the Colorado-Kansas Division's Kansas system and for the
Kentucky/Mld-States Division,demand costs are allocated based on peak-day
requirements. Commodity costs are allocated based upon throughput.

Atmos Energy Corporation
General Ledger Entries: Gas Costs between state jurisdictions for contiguous systems (Example Only)

(2) »

SSU BU 010

Cash

Acct 131

$1,000 (1)

Various BU's & Svc Areas

Natural Gas City Gate Purchase
Acct 804

$1,0001

(1) Gas cost incurred
(2) Gas cost paid

(1)
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SSU BU 010

Accounts Payable
Acct. 232

$1,000 $1,000 (2)



CASE NO. 2016-00053
ATTACHMENT 1

TO STAFF DR NO. 2-05

Service: Gas storage services between an operating division and an affiliate

Description; To the extent an operating division stores gas in a storage field owned by an
affiliate, a rental fee for the use of the storage field shall be charged by the
afflliate.

Current Provider

of Service

Current Use of
Service

UCG Storage, Inc.
WKG Storage, Inc.

Kentucky/Mld-States Division

Basis for

allocation

The annual demand charge between UCG Storage, Inc. and Atmos Energy
Corporation (Tennessee operations only) is calculated based on fiscal year
plant in service, gas inventory, actual operational costs incurred, and
application of revenue and cost of capital conversion factors based on prior
regulatory approval. In the calculation of the demand charge, costs not
specifically related to a designated area are allocated to each affiliate based
on the percentage of total plant servicing that affiliate.
The annual demand charge between WKG Storage, Inc. and Atmos Energy
Corpomtion (Kentucky operation only) is based on services provided at actual
cost, market rate or as otherwise provided under tariff or contract.

General Ledger Entries: Example Onlv

(2)

WKG Storage BU 233
Other Gas Revenues

Acct. 495

$100 (1)

WKG Storage BU 233, DIv 002
AIR from Assoc Co.

Acct. 146

$100

(1)

KY/Mld-State BU 050, Div 009
Transportation to City Gate

Acct. 8580

$100

KY/Mld-State BU 050, Div 002
A/R from Assoc Co.

Acct. 146

$100 (2)

Flow of Activity - East Diamond Storage Facility
1 Monthlydemand charge for the East Diamond Storage Facility
2 Intercompany Entry generated by Oracle to keep Operating Divisions in sync

(2)

UCG Storage BU 232
Other Gas Revenues

AccL 495

$100 (1)

WKG Storage BU 232, Div 002
AIR from Assoc Co.

Acct. 146

$100

(1)

KYyiVlld-State BU 050, Div 009
Other gas supply expenses

Acct. 813

$100

KY/Mld-State BU 050. Div 002
AIR from Assoc Co.

Acct. 148

$100 (2)

Flow of Activity - Barnsley Storage Facility
1 Monthlydemand charge for the Bamsley Storage Facility
2 Intercompany Entry generated by Oracle to keep Operating Divisions in sync
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CASE NO. 2016-00053

ATTACHMENT 1

TO STAFF DR NO. 2-05

Service: Working capital funds management (Intercompany account)

Description: Funds are invested on behalf of or provided to affiliates based on operations.

Current Provider of

Service:

Atmos Energy
Corporation

Atmos Energy
Holdings, Inc.

Atmos Energy
Holdings, Inc.

Current Use of Service:

Atmos Energy
Holdings, Inc.

Atmos Energy
Marketing

Services, LLC
Atmos Energy

Corporation
Interest income/Expense
Calculation (See Below) A B C

Basis for Interest Income or expense is recognized each month at the subsidiaries'
allocation level based on the total average outstanding balance of all intercompany

receivable/payable balances using the following rates:

A (AEHis the borrower)
Expense - One month LIBOR (last day of the month) plus 300 basis points
Income "One month LIBOR (last day of the month)

B (AEM is the borrower)
Expense - One month LIBOR (last day of the month) plus 300 basis points
Income - One month LIBOR(last day of the month)

0 (AEC is the borrower) -
Expense - The lowest outstanding CP rate or the Eurodollar rate under the
AEC Credit Facility (RBS), which is LIBOR plus 100
Income - One month LIBOR (last day of the month)

Atmos Energy Corporation
General Ledger Entries: Working Capital Funds Management (Example Only)

(1)

SSU BU 010

Interest and Dividend Income

Acct419 -

AEH BU 312

Other Interest Expense
Acct431

$1,000

$1,000 (1)

(1) Interest income and/or expense is recognized each month at the subsidiaries' level
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Service: Gas storage services provided between afflliates

Description: To the extent an afftliate stores gas in a storage field owned by another
affiliate, a fee for the use of the storage field shall be charged.

Current Provider Trans Louisiana Gas Storage, inc.
of Service

Trans Louisiana Gas Pipeline, inc.Current Use of

Service

Basis for

allocation

The fee to the affiliate utilizing the storage service Is based on services
provided at actual cost, market rate or as otherwise provided under tariff.

General Ledger Entries: Example Only

BU 234

Accounts Receivable from

Associated Company
Acct. 146•$10^

BU 303

Accounts Receivable from

Associated Company
Acct. 146

$100

BU 234

Revenue Transportation -
Industrial

Acct 4896

$100

BU 303

Other Gas Supply Expense
Acct. 813
$ioo|
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ATTACHMENT 1
TO STAFF DR NO. 2-05



Service: AEM - Salaries and FiCA Cost Aiiocatlon

Description: Salaries and FICA cost allocations between affiliates.

Current Provider Atmos Energy Marketing, LLC
of Service

Current Use of Atmos Energy Services, LLC
Service Atmos Energy Marketing, LLC

Trans Louisiana Gas Pipeline, Inc.
Atmos Power Systems, Inc.

CASE NO. 2016-00053

ATTACHMENT 1

TO STAFF DR NO. 2-05

Basis for

allocation

Costs are allocated based on each individual employee's calculated allocation
rate between companies. The Individual employee's calculated allocation
rates are then added up to arrive at a Company-wide allocation rate.

AnosBiEiQfOxpcraCIcn
Gererai Lec^Bttes: -SalcriGs&FicaCQstAlacafion(BQrT}ieCri^

AmsBcisvIVbkEtins UJCBU212

Ad. 131

AmsBiagylUbtaGTQ UCEU2t2
' Amrts^aUe
t^tF^IAoid

Ad232

$dJU0 0 $SDC $300(1)
@330
$600(-5

$60C

AncsBB^IVWcQna LLCBU2Q
/iSGMiirlstetive&general salaies

NxYfnjedldxr
Adas

(D ssoc .ym

Aiocto\4r.Sste 0 m

AlcctolUP 0 m

AiccforbA'OteansI @ $a
Aiocto/>ES 0 $a

AmsBBg/nbtetina LLCBU212
AsoirtsF^ysfale
Brp'RcaAcnfil

AdZS

0

0 $200(9 ^

AncGBcr^rbtetina UCBU212
Tses otherfhaibvonB TacES

AnrsBn^IUfatldEns LlCEU2t2
OearingAcait

BipicyerRCAaeaIng
Ad184

$200 $200

Ants B»^IVbr1eliraUCBU212
AcoutsF^fatfe
BipHoAnid

Ad 241

$2000

GU308(Tb:7),221(/)P£)
Tskes cthETthaiInocmB Tsss

BU303(1U3),22t(A^
A8GAh1rlsti!th«&gsi^ sclaries

RcaLoad Nnfnjectldxr RcaLoad

Ad4B Adas Ad4)6

S20C $2CD0 0 $ta (9 $4
AiCClD\b.a£te8 0 $«
AfcCtJTlGP • 0 n
Alactot^OleaBl 0 $«

Alccte^ 0 $«

(1) F^fdlACTLEf
0Rc8Acad
0 F^nHtcf Fica0T|±^sniBT|dcye^
(<9 F^tTETtCf
0 Brilc^FbaTacUeci

AlccsfixicfF^rD erdBa
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AEM —Operation and Maintenance cost allocation

O&M e)q}ense cost allocations between affiliates.

Atmos Energy Marketing, LLC

Atmos Energy Services, LLC

CASE NO. 2016-00053

ATTACHMENT 1
TO STAFF DR NO. 2-05

Service:

Description:

Current

Provider of

Service

Current Use

of Service

Basis for

allocation

Costs are allocated based on each individual employee's calculated allocation
rate between companies. The individual employee's calculated allocation
rates are then added up to arrive at a Company-wide allocation rate.

Atmos Energy Corporation
General Ledger Entries; Affiliates - O&M Expense Allocation fExamole Onlv^

Labor & Benefits

Atmos Energy Marketing, LLC BU 212
Administrative Expenses Transferred -CR

Acct. 922

$1,000 (1)

Atmos Energy Services, LLC BU 301
Administrative Expenses Transferred - CR

Acct 922 • Multiple Svc Areas for different states

(1) $1,00C

(1)

(1) Labor and Benetits Billing from AEM (212) to AES (301)
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Atmos Energy Holdings, Inc. BU 312
Administrative Expenses Transferred - CR

Acct 922 ^

$1,000 $1,000 (1)



Service:

Description:

Current Provider

of Service

Current Use of

Service

Basis for

allocation

ssuBunio

CASE NO. 2016-00053

ATTACHMENT 1

TO STAFF DR NO. 2-05

Property Insurance

Blueflame Insurance Services, LTD provides a direct property insurance
policy. The policy covers the property against all risks of direct physical loss
or damage.

Blueflame Insurance Services, LTD

Kentucky/Wlid-States Division
Colorado-Kansas Division

Shared Services

Louisiana Division

Mississippi Division
Mid-Tex Division

West Texas Division

Atmos Pipeline-Texas Division
Atmos Energy Maiiceting, LLC
Atmos EjqDloratlon & Production. Inc.
Atmos Energy Services, LLC
Atmos Power Systems, Inc.
Trans Louisiana Gas Pipeline, Inc.
Trans Louisiana Gas Storage, Inc.
UCG Storage, Inc.
WKG Storage, Inc.
Atmos Gathering Company, LLC

Atmos Energy Corporation is invoiced by Blueflame Insurance Services.
Costs are allocated based on the gross property, plant and equipment and
gas stored underground balances of each afHIiateat a rate division level.

SSII BlUHB

Aecsunts Payable
Aee*.;

(1) (1) r
Prepsvmeits

.../ICTtJSg.
$100 m

Genatol Office
fiOfKS RIIBBO

Property Insurance
Acet. 92*

C2)(3)

RovroTA^RV

(1) Purctnasofprooertylnsuience

CO Unrttdv aiootUzafon to rate dhMois

(3) Amounts remainingInSS(J cost centers are sOooatedlathe dM^erausjnglhemelhoddescibed an pagos 11 end 12.
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Service: AES Retail Services

Description: AES Retail services monthly revenue

Current Provider Atmos Energy Services, LLC
Of Services

• West Texas Rate Divisions

Current Use of Kentucky/Mid-States Rate Divisions
Service Colorado-Kansas Rate Divisions

CASE NO. 2016-00053

ATTACHMENT 1
TO STAFF DR NO. 2-05

Basis for

allocation

1. Revenue for retail services is tracked in Atmos Energy Services, LLC
by service areas >which represent corresponding service areas at the
utility level. Some of the revenue is reclassed to utility levels on a
one to one basis. I.e. Colorado retail services post to service area
813 withinAtmos Energy Services, LLC books and is simply
reclassed to Colorado/Kansas Division, service area 030 (Colorado
operating division general office).

2. Revenue balance In Atmos Energy Services, LLC service area
055001 (Retail - AES) is allocated to the above referenced divisions
based on the net income of Atmos Energy Services, LLC service
areas 811-813 as a percentage of their combined net income.

General Ledger Entries; Example Onlv

(1)
(1)
(1)

BU 301

Service areas 811-813

Revenues from

Non-utlllty Operations
Acct. 417

General Office

Revenues from

Non-utility Operations
Acct. 417

$600 $600 CD $600 (D
$300 $300 (D $300 CD
$100 $100 CD $100 CD

BU 301

Service area 055

Revenues from

Non-utility Operations
Acct. 417

General Office

Revenues from

Non-utility Operations

Acct, 417

C2) $2,000 $2,000 (2) (2) $1,000 West Texas

(2) $750 Colorado

(2) $250 Kansas

Flow of Activity

(1) Revenues from Non-utility Operations incurred and reclassed to General Offices
(2) Revenues from Non-utility Operations incurred are allocated to General Offices
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CASE NO. 2016-00053

ATTACHMENT 1
TO STAFF DR NO. 2-05

Service: Intercompany Interest on Notes Payable

Description: Intercompany Interest on Notes Payable

Current Provider Shared Services

Of Services

Current Use of

Service

Atmos Energy Holdings, inc.

Current Provider of
Service:

Atmos Energy
Corporation

Atmos Energy
Holdings, Inc.

Atmos Energy
Holdings. Inc.

Current Use of Service:

Atmos Energy
Holdings, Inc.

Atmos Energy
Marketing

Services, LLC
Atmos Energy

Corporation
Interest Income/Expense
Calculation (See Below) A B C

Basis for

allocation

Interest Income and expense is recognized each month at the subsidiaries'
level using the following rates:

A (AEH Is the borrower)
Expense - One month LIBOR (last day of the month) plus 300 basis points
Income - One month LIBOR (last day of the month)

B (AEWl Is the borrower)
Expense- One month LIBOR (last day of the month) plus 300 basis points
Income - One month LIBOR (last day of the month)

C (AEC Is the borrower)
Expense-The lowest outstanding CP rate or the Eurodollar rate under the
AEC Credit Facility (RBS), which is LIBOR plus 100
Income - One month LIBOR (last day of the month)

General Ledger Entries: Example Only

Shared Services Shared Services

Accounte Receivable from

Associated Company

Acct. 146

Interest on Debt to Associated

Companies
Acct. 431

$1,000 (1)

Atmos Energy Holdings, Inc.

Accounts Receivable from

Associated Company
Acct. 146

(1) $1,000

Flow of Activity

(1) $1,000

Afanos Energy Holdings, Inc.

Interest and Dividend Income

Acct. 419

$1,000 (1)

(1) Intercompany Interest on Notes Payable is recognized each month at the subsidiary level.
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Appendix A
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ATTACHMENT 1
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REQUEST:

Case No. 2016-00053

WKG Storage, Inc.
Staff DR Set No. 2

Question No. 2-06

Page 1 of 1

Refer to the response to Staffs First Request, Item 7.d. Provide a schedule of rate case
expenses incurred to date and an updated estimate, if applicable, of the total rate case
expense for this proceeding.

RESPONSE:

WKG Storage, Inc. has not revised its estimate as provided in the Company's response to
Staff DR No. 1-07 subpart (d).

Respondent: Joe Christian



staff 2>07

Refer to the response to Staffs First Request, Items S.c. (1) and (2).
a. Provide a schedule separately showing the number and cost ofwell workovers and plugged wells

for the ten-year period ending December 31 , 2015. State whether theamounts were expensed or
capitalized.

b. Provide a schedule showing separately the projected number and cost of well workovers and
plugged wells for 2016 and 2017. Include an explanation of what determines the need for well
workovers and/or plugging wells.

c. Provide a schedule showing separately the amount of expense in Account 923 for well workover
and plugged well expense the calendar years 2006 through 2013.

d. Explain why well workover and plugged well costs are not capitalized on WKG's books.
e. Refer to Attachment 1-08 for Account 923 for Calendar Year 2015. Explain the basis for the

credits to Account 923 under the Net Amount column.

f. Also referto the response to Staffs First Request, Item 15.a.
(1) Provide the number ofwells that WKG owned, operated, or otherwise acquired since its

inception.
(2) Provide thedatesthewells were drilled, leased, orotherwise acquired by WKG.
(3) Provide the dates that any ofthe wells were sold, abandoned, orotherwise disposed ofby

WKG.

(4) Provide the amount of asset impairment expense WKG recognized in 2015 and the
account to which the impairment was recorded.

(5) State whether the asset impairment expense is reflected in WKG's operation and
maintenance expenses for the test year contained on Schedule E of the statement of
adjusted operations in the application.

RESPONSE:

a) Please see the following for the available well workover and plugged well information since
2010. The Company does not have the information priorto 2010.

Year Workover/Pluaaed Expensed Capital

2010 5 workovers 175,301
2011 3 workovers 71,744
2012 0 workovers - 79,832
2013 1 plugged 25,760 79,194
2014 2 workovers 320,000
2015 3 workovers 515,763

b) The Company plans to plug six wells in 2016. There are no current plans for plugging or wells
workovers in 2017. There are multiple factors in deciding whether to workover or plug wells, but
the primarydriver is well integrity.

c) $512,638.96 was recorded in account 923 for the period 2006through 2013.

d) If the workover is to improve efficiency, the workover is capitalized. If the workover is due to
maintenance, the cost is expensed. Plugged wells are notcapitalized because there no longer is
an asset generating benefits to the Company.



e) There is no significance to the credits. For each credit there are equal and opposite debits. They
occurred as partofthe monthly close process.

1) There are20wells under WKG Storage, Inc. Bond.

2)

3)

4)

Ames 1

Dozier 1

Dozier2

Dozier 3

Dozier 4

Kypsco 1

Kypsco 2

Kypsco 3
Kypsco 4

Kypsco 5
Kypsco 6

Kypsco 7
Kypsco 8

Island Creek Coal 1

Island Creek Coal 2

Fletcher Slaton 1

Fletcher Slaton 2

Fletcher Slaton 3

Wilson 1

Wilson 2

Wilson 3

Noffsinger 1
Owens 1

Noffsinger 1
Owen 1

Fletcher Slaton 1

08/12/71

09/14/71

01/07/72

03/01/92

12/23/71

03/08/92

04/09/92

04/01/92

08/13/92

03/20/94

10/31/94

08/04/95

10/25/95

09/14/71

10/18/71

03/19/71

11/24/71

05/10/72

08/31/71

11/12/72

12/02/71

Transferred 2015

Plugged 2015

Transferred 2015

Plugged 2015

Plugged 2013

In 2015, WKG Storage, Inc. recognized $154,895 towrite down thevalue of
assets. Additionally, WKG Storage, Inc. recognized $725,000 related to the future
remediation ofthese written down assets. Of this $725,000, $500,000 was misclassified
in WKG Storage, Inc. and should have been reported in another entity. This was
recognized in account 9210-07590 misc expenses.

5) The assetimpairment expense is not reflected in WKG's operation and maintenance
expenses for the test year contained on Schedule E. Please see WP_E-1 Expense (Page 18 of
26) for the removalof this expense.

Respondent: Joe Christian



REQUEST:

Case No. 2016-00053

WKG Storage, Inc.
Staff DR Set No. 2

Question No. 2-08

Page 1 of 2

Refer to WKG's 2015 annual report filed as part of its application, pages 110 and 209, and
the response to Staffs First Request, Items 13 and 14.

a. Confirm that the balance of Gas Utility Plant In Service as the end of the test year,
December 31 , 2015, was $453,197

b. State whether Atmos Energy Holdings' non-regulated status is the only reason that
assets of WKG are recorded as non-utility property.

c. Confirm that, ofthe Total Gross Plant of $14,882,143 included in the proposed rate
base, $14,428,949 is not considered Gas Utility Plant in Service.

d. Explain why the cost rate for long-term debt in Attachment 1 of the response to
Staffs First Request, based on the 13-month average at December 31,2015, is 5.90
percent, when in the COSSW, on Schedule I. page 25, also based on the 13-month
average at December 31 , 2015, the cost rate for long-tenn was 5.31 percent.

e. Explain whether WKG has performed an analysis of its risks as compared to those
of a gas distribution utility such as Atmos's Kentucky operations.

f. From a regulated ratemaking perspective, explain why WKG should be authorized to
earn a retum on plant that is classified as non-utility property.

RESPONSE:

a) Confirm, the balance recorded In the Utility PlantAccount is $453,197.

b) Confirm, in order to clear up the issue of Gas Utility Plant/Non-utility plant raised as
part of this docket, the Company plans on moving all of WKG Storage, Inc. assets to
Utility Plant at the conclusion of this proceeding to avoid the disconnect that exists
between the Utility Plant reported on the Annual Report and the Plant in Service
reported on Schedule B ofthe filing.

c) Deny. As Indicated in the Company's response to Staff DR No. 1-14, the original
purchase was recorded as non-utility property because of where WKG Storage, Inc.
fit in the Atmos Energy organizational structure. As discovery in this docket has
demonstrated, these are in fact Utility Plant assets and should therefore be
reclassified from Account 121 to Account 101.



Case No. 2016-00053

WKG Storage, Inc.
Staff DR Set No. 2

Question No. 2-08

Page 2 of 2

d) On Attachment 1 to the Company's response to Staff DR No. 1-13, the 5.90%
represents the 13 month average cost rate for long-term debt only. The 5.31%
reflected on Schedule 1of the filed COSSW and Attachment 1 to the Company's
response to Staff DR No. 1-13 represents the 13 month average weighted cost of
debt, which includes both short-term and long-term debt (using both long-term and
short-term debt In the capital structure is consistent with the final order in Docket
2013-00148).

e) No. As indicated in Footnote No. 2 of Schedule I and as noted in the Company's
response to Staff DR No. 1-13 subpart (a), the Company has utilized the last
authorized return on equity for its distribution assets. Using the distribution assets
last authorized return on equity (9.8%, until/if changed in Docket No. 2015-00343) is
appropriate given WKG Storage, Inc.'s small rate base ($9.5 million) and the cost
performing a full return on equity analysis would cost $36,425 (based on the
estimated provided In Docket No. 2015-00343).

f) Please see responses to subparts (b)and (c). The referenced plantsimply needs to
be reciassified on WKG Storage, Inc.'s books to Account 101 to reflect that it is
indeed utility property and from a ratemaking perspective Includable in rate base.

Respondent: Joe Christian



REQUEST:

Case No. 2016-00053

WKG Storage, Inc.
Staff DR Set No. 2

Question No. 2-09
Page 1 of 1

Based upon all changes since the filing of its application, provide updated schedules for
WKG's rate base, revenue requirements, and all other affected schedules. Identify and
explain all adjustments.

RESPONSE:

The Company has not identified any changes since the filing of its application; therefore,
there is nothing to update beyond what was provided on March 1, 2016.

Respondent: Joe Christian



Case No. 2016-00053

WKG Storage, Inc.
Staff DR Set No. 2

Question No. 2-10

Page 1 of 1

REQUEST:

Provide a sch^ule listing the rates of unaffiiiated entities that provide storage services
comparable to those provide by WKG.

RESPONSE:

WKG Storage, Inc. has identified two unaffiiiated entities that provide storage services
comparable to those provided byWKG Storage, Inc.: (1) ANR Pipeline Company (ANR)
and (2) Texas Gas Transmission, LLC (TX Gas). These entities both provide no-notice
service that would be able to replicate the storage service provided byWKG Storage, Inc.

Please notethatANR's currently effective ratescould be impacted bythe pending ratecase
at the Federal Energy Regulatory Commission (in which ANR isseeking a reservation rate
increase of over 15%).

ANR Pipeline Comoanv - NNS
Reservation Rate - Monthlv $6.2500
Commoditv Rate $0.0150
Overrun Service Rate $0.3232
Caoacitv Release Dailv Reservation Rate $0.2055

Texas Gas Transmission. LLC - NNS
Zone 3 Dailv Demand $0.3543
Commoditv $0.0490
Overrun $0.4033

Respondent: Joe Christian


