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In Regard to the Testimony of Robert 1. Henkes 

Witness Responsible: 
ROBERT J. HENKES 

QUESTION 1: Please provide copies of all workpapers used in preparation 
of testimony by Mr. Henkes. 

RESPONSE: 

Mr. Heiikes did not use any workpapers in the preparation 
of his testimony. In preparing his testimony and testimony 
exhibits, Mr. Henkes relied on Atmos’ filing material, 
responses to initial and follow-up data requests issued by 
the PSC and the AG, and recommendations made by other 
AG witnesses (Dr. Woolridge arid Mr. Majoros). Any source 
material used and calculations rnade by Mr. Heilkes in the 
preparation of his testimony are included in the footnotes in 
his testimony arid on all of the RJH schedules. 





Witness Responsible: 
ROBERT J. HENKES 

QUESTION 2: Please provide copies of all testimonies filed by Mr. Henkes 
for the past thee  years. 

RESPONSE: 

All testimonies filed by Mr. Henkes before any regulatory 
authority in the last thee  years are listed with an asterisk (*) 
in Appendix I attached to'Mr. Henkes' testimony. These 
testimonies are a matter of public record and can be 
obtained froin the appropriate public agencies. 

Note: all cases listed in Appendix I without an asterisk (") 
are cases in which Mr. Henkes was involved as ail expert 
witness, but no testimonies were filed. 





Witness Responsible: 
ROBERT J. HENKES 

QUESTION 3: On page 8, line 16 of Mr. Henkes’ testimony, he states that 
Atmos Energy ”does not propose to recognize the 
incremental Late Payment Fees that would be generated by 
the requested increase in this case”. How does Mr. Henkes 
reconcile this statement with the Company’s 
recommendation, in its response to AG DR 2-22(c), ”that the 
0.87% factor be included in the proof of revenues in the 
process of rate design, applicable only to the firm sales 
classes of Residential, Commercial and Public Authority”? 

RESPONSE: 

Mr. Heilkes acknowledges that Atmos, in response to data 
request AG-2-22, did come up with its own proposed 
approach regarding the incremental Late Payment Fees. 
For a more detailed response addressing this issue, please 
refer to Mr. Heiikes’ response to PSC data request to the AG, 
Item no. 1. 





Witness Responsible: 
ROBERT J. HENKES 

QUESTION 4: On page 9, line 7 of Mr. Henkes’ testimony, he states ”the 
recommended Gross Revenue Conversion Factor of 1.633302 
was also calculated by tlie Company in its response to AG-2- 
22”. Did the Coniyany qualify the application of the 
requested calculation? If so, what reservations did Atmos 
Energy state in its response? 

RESPONSE: 

Yes. The Company’s reservations were as follows: 

”However, including the Late Payment Fee revenues in 
the GRFC would not be appropriate since the 0.87% 
budgeting factor applies only to the gross firm sales 
revenues of Residential, Comercial and Public 
Authority classes. The GRFC typically applies to total 
gross revenues, so the above calculation would 
overstate the impact of Late Payment Fees. Thus, the 
Company would recommend that the 0.87% factor be 
includei in the proof of revenues in the process of rate 
design, applicable only to the firm sales classes of 
Residential, Commercial ai-td Public Authority .” 

Also, please refer to Mr. Henkes’ response to PSC data 
request to the AG, Item no. 1 where this issue is discussed in 
more detail. In that response, Mr. Henkes also points out 
that, under the rationale expressed by the Company in the 
above-referenced reservations, the Company’s proposal to 
include the 0.50% uncollectible ratio in the GRFC would 
result in overstated uncollectible expenses in this case. 





Witness Responsible: 
ROBERT J. HENKES 

QUESTION 5: Mr. Majoros reduced plant in service in rate base by 
$1,016,900 to reflect the transfer of the recoverable portion of 
cushion gas from account 352.03 to account 117. Neither Mr. 
Helikes nor Mr. Majoros have included this recoverable 
cushion gas in rate base. Would Mr. Henkes agree that the 
investment in recoverable cushion gas is an investment used 
to provide service to utility customers? If not, why not? 

RESPONSE: 

In this case, Mr. Henltes has adopted the forecasted test 
period plant in service and accumulated depreciation 
reserve balances recommended by Mr. Majoros. Mr. Henkes 
did not review and is not familiar with the reasons 
underlying the adjustments made by Mr. Majoros to arrive 
at his recommended plant and reserve balances. Mr. Henkes 
is therefore not able to render an opinion on the question 
referenced above. 





Witness Responsible: 
ROBERT J. HENKES 
Page 1 of 2 

QUESTION 6: Please reference the Company's response to AG DR 1-51 and AG 
DR 2-32. Two of the Company's sub accounts are listed and they 
subtotal $53,614 for sub account 4040 "Community Relations and 
Trade Shows" arid $125,356 for sub account 4046 "Customer 
Relations and Assistance". The Company's response to AG DR 2- 
32 explains the general nature of these expenses and lists 
examples from both sub accounts. Expenses in sub account 4046 
include items such as internet related tools for customers 
(Enercom, Inc. and Enhanced Systems), billing inserts addressing 
energy conservation tips and budget billing options (Rad 
Graphx), and Federally-mandated customer corrununications 
under RP 1162 (RBMM). 

A. Please explain why the Company sl-tould not be 
allowed to recover the type of expenses included in 
sub account 4046 "Customer Relations and 
Assistance". 

B. Are there any types of customer relations expenses 
that the witness believes are recoverable in rates? If 
yes, explain and give specific examples. 

RESPONSE: 

a/b. In AG-1-51, Mr. Henkes made the following request: 
I' Please provide a listing, description (including account 
number) and dollar amount of all public relnfions and 
conz~nt~nity relntions expenses in the above-the-line forecasted 
test year O&M expenses. This expense analysis slioiild also 
include the public relations and community relations 
expenses included in the allocations to Kentucky from the 
SSU and General Office." (emphasis supplied) 

In its response to AG-1-51, the Company identified $178,970 worth of the 
requested public relations aiid community relations expenses, but without a 
specific detailed listing Witness Responsible: 
ROBERT J. HENKES 
Question: 6 



Page 2 of 2 

arid description. The only details and description the 
Company chose to provide was two sub accounts, 4040 and 
4046, entitled Community Relations & Trade Shows and 
Customer Relations & Assistance. 

Mr. Henkes excluded the entire $178,970 for ratemaking 
purposes in this case because this is the expense aimourit that 
the Company identified to represent public relations and 
co~~z~~zzi~zihj relations expenses in its response to AG-1-51. In  
this regard, Mr. Henkes also noted that the $100,000 expense 
disallowance that the Company itself proposed in this case 
included the exclusion of Community Relations & Trade 
Shows and Customer Relations & Assistance expenses (see 
response to AG-1-59). 

The Compaiiy’s response to AG-2-32(b) states that the 
$178,970 cornmuiiity relations expenses include, among 
other things, coininunity ads and activities, builder relations 
and promotional items for various community activities. 
Mr. Henkes does not believe that these activities are 
required for the provision of safe, adequate and reliable gas 
service and should therefore not be charged to the 
ratepayers. In its response to AG-2-32(13), the Company has 
listed some examples that may be included for rate-making 
purposes based on the description of these items (all 
examples except the Bob Lilly promotions). If the Company 
can quantify these examples, Mr. Heilltes would certainly be 
willing to reinove them from his recommended expense 
adjustment of $178,970. 

Mr. Henkes’ recommendation to exclude public relations 
aiid community relations expenses for ratemaking purposes 
is consistent with Coinmission precedent. For example, as 
shown in Appendix D of the Commission’s Order in 
ULH&P’s base rate case, Docket No. 2001-00092, the 
Commission approved the rate exclusion of ”Community 
Relations’’ aiid ”Marketing/ Customer Relations” expenses. 





Witness Responsible: 
ROBERT J. HENKES 

QUESTION 7: On page 46 of Mr. Henkes’ testimony, he states ”Rate recovery 
through an automatic rate adjustment mechanism should 
continue to be allowed oilly when management has little or no 
control over the item at issue and specific requirements of 
volatility and unpredictability have been met”. Please explain 
in detail why this statement would not apply to the Company’s 
proposal to recover the uncollectible portion of gas costs 
through the GCA. 

RESPONSE: 

The reasons for the recommended continuation of the recovery 
of the uncollectible portion of gas costs through base rates are 
clearly stated on pages 36 and 37 of Mr. Henkes’ testimony. I 
also mention there that materiality should be considered a 
factor and, as Mr. Henkes quantified on page 36, the 
uncollectible portion of gas costs represents only .4% of the 
Company’s total forecasted test year O&M expenses. 
Furthermore, the Company can exert some control over 
uncollectibles through the implementation of collection policies 
that, by choice of management, could range from very stringent 
and aggressive to relaxed. 





Witness Responsible: 
ROBERT J. HENKES 

QUESTION 8: Under kaditioiial ratemalting, what ’reasonable opportunity’ 
does Atmos Energy have to actually recover all of its fixed costs, 
and therefore actuilly earn its authorized return, with declining 
customer usage? 

RESPONSE: 

There are a myriad of factors that influence Atmos’ reasonable 
opportunity to recover its fixed costs and earn its authorized 
return. Therefore, the fact that the Company has declining 
custoiner usage does not automatically mean that Atmos does 
not have a reasonable opportunity to earn its authorized return. 
This is particularly evident from the results shown in the 
Company’s response to PSC-3-1. This response shows that 
during the 6-year period 2000 through 2005, when Atmos 
experienced declining average customer usage according to the 
testimony of Company witness Gary Smith, Atmos - Kentucky 
earned the following returns on equity: 

2000 - 12.91 % 
2001 - 14.20% 
2002 - 14.04% 
2003 - 14.65% 
2004 - 15.89% 
2005 - 12.12% 





Witness Responsible: 
ROBERT J. HENKES 

QUESTION 9: With reference to Mu. Heilkes testimony, page 43, lines 2-10, 
please cite each authoritative source supporting the following 
statements: 

A. ”Regulation is intended to be a substitute for competition”. 

B. ”This principle of regulation was designed to stimulate a 
utility to act as if it were in a competitive industry”. 

RESPONSE: The above-referenced statements describe truisms that anybody 
who is involved in the regulation of the utility industry is familiar 
with and should know. Mr. Heilkes initially learned about these 
truisms in utility regulation classes he took at the Michigan State 
University graduate school and eventually became very familiar 
with in his 32 years of utility regulatory experience. There have 
been numerous articles by authoritative sources in Public Utilities 
Fortnightly, as an example, addressing and confirming the above- 
referenced statements. Another authoritative source is the well- 
known publication ”Accounting for Public Utilities” by Robert L. 
Hahne and Gregory E. Aliff in which they confirm the above- 
referenced statements. For example, in the introduction of their 
book (paragraph 2.01) Messrs. Hahne and Aliff state: 

”Public utility regulation can be defined in general terms 
as control over the obligations and rights contracted 
between a public utility and the various governmental 
bodies allowing the utility to operate as a monopolistic 
enterprise in an otherwise cornyetitive business 
environment. This control is for the purpose of providing 
the consuming public both the benefits that would be 
achieved by competition and the efficiencies of allowing a 
monopolistic company to operate.” 





Witness Responsible: 
ROBERT J. HENKES 

QUESTION 10: In Atmos Energy’s response to KPSC DR 2-60(b), a recent report 
from the American Gas Association cites five states (Louisiana, 
Mississippi, Oklahoma, Alabama and South Carolina) having 
Rate Stabilization Mechanisms in place. Is it the witness’ 
position that these five state commissions which have 
authorized mechanisms similar to the Atmos Energy’s proposed 
CRS mechanism have ”lost sight of the foundation upon which 
the regulatory process was developed’’ (reference page 43 of the 
Henkes testimony)? 

RESPONSE: 

As is evident from the response to KPSC DR 2-60(a) and (b), 
none of the Rate Stabilization Mechanisms in place iii these five 
states are similar to the Company’s proposed CRS mechanism. 
Since Mr. Henkes has never been involved as a regulatory 
consultant in the above-referenced 5 states, he cannot express an 
opinion regarding the above-referenced position. 





Witness Responsible: 
ROBERT J. HENKES 

QUESTION 11: How does the witness reconcile Atmos Energy’s low cost of 
service with his conclusion that Atmos Energy has ”lost sight 
of the foundation upon which the regulatory process was 
developed” (reference page 43 of the Henkes testimony)? 

RESPONSE: 

Mr. Henkes made the above referenced statement on page 43 
of his testimony in connection with the Company’s proposal 
to receive a guaranteed rate of return combined with the fact 
that regulation is supposed to act as a substitute for 
competition. Mr. Heilkes did not make the above referenced 
statement on page 43 of his testimony in connection with the 
level of the Company’s cost of service. Mr. Heiikes fails to see 
what reconciliation Atmos is looking for. 





Witness Responsible: 
ROBERT J. HENKES 

QUESTION 12: Given the witness’ support of ”traditional ratemaking”, when, if 
ever, should the Commission permit experiments with 
a1 terna tive mechanisms? 

RESPONSE: 

The Commission could consider experiments with alternative 
mechanisms if reasonable alternative rate mechanisms are 
proposed that are not skewed in favor of the utility, provide 
true benefits to the ratepayers, maintain an equitable 
distribution of risk between the ratepayers and stockholders, 
and continue to provide true incentives for the utility to operate 
efficiently and provide safe, reliable and adequate utility service 
at the lowest possible cost while having an opportunity to earn 
a reasonable rate of return. 





Witness Responsible: 
ROBERT J. HENKES 

QUESTION 13: With reference to page 44 of Mr. Heiikes’ testimony, what 
evidence does tlie witness have that there is always another 
cost to cut if one cost increases? 

A. Is the witness saying that Atrnos Energy’s cost of services 
is immune to inflation? 

B. Is there ever a limit to wliich expenses can be reduced? 
Please explain. 

RESPONSE: 

a. No. 
b. Expenses should not be reduced if this would result in a 

deterioration of tlie quality of service and/or would put at 
risk tlie utility’s ability to provide safe, adequate and 
reliable gas service. 





Witness Responsible: 
ROBERT J. HENKES 

QUESTION 14: With reference to page 44 of Mr. Henkes’ testimony, what 
evidence does the witness have that the CRS will result in 
“bloated budgets with little prospect for management 
attention to cost containment”? 

A. Define ”bloated”. 

B. Provide a list of all expense items proposed by Atmos 
that the witness believes are ”bloated”. 

RESPONSE: 

Mr. Henkes has no evidence that adoption of the proposed CRS 
will definitely result in ”bloated budgets with little prospect for 
maiiagement attention to cost containment.” What Mr. Henkes 
meant to convey with this statement is that adoption of the CRS will 
remove or reduce the incentives for the Company to operate in the 
most efficient manner and at the lowest possible cost, with potential 
side effects of more relaxed management attention to cost 
containment and expense budgets being larger than warranted for 
operating efficiently and at the lowest possible cost. 

a. Being larger than warranted for operating efficiently and at 
the lowest possible cost. 

b. Mr. Henkes’ above-quoted statement referred to future 
expense budgets under a CRS mechanism as proposed by the 
Company. Other than the expense items for which Mr. 
Henkes has recommended adjustments in this case, it is not 
Mr. Henkes’ position that Atmos’ proposed expense budget 
underlying the forecasted test period in this case is ”bloated.” 





Witness Responsible: 
ROBERT J. HENKES 

QUESTION 15: What ability does Atmos Energy liave to control declining 
customer usage? 

a. What factors does Mr. Heiiltes believe cause the decline 
in customer usage? 

13. Of those factors, which are directly affected by gas cost? 

c. Of these factors, which does the witness believe are 
within Atinos Energy’s control? 

d. How can Atmos Energy recover fixed costs with 
declining usage without a rate increase? 

e. Is there a limit to the reduction in expenses that can be 
rnade to offset affects of declining customer usage? 

RESPONSE: 

An analysis of the reasons for Atmos Energy’s claimed declining 
customer usage and the potential remedies for this claimed trend 
was not within the scope of Mr. Henkes’ engagement in this case. 
Mr. Henkes is therefore not in a position to answer this question. 

a. Seeabove. 
b. Seeabove. 
c. Seeabove. 
d. Please refer to Mr. Heilkes’ response to Atrnos’ data request 

to Mr. Henkes, Item No. 8. 
e. Please refer to Mr. Henkes’ response to Atmos’ data request 

to Mr. Henkes, Item No. 13b. 





Witness Responsible: 
ROBERT J. HENKES 

QUESTION 16: Would the witness support a rider mechaiiism to offset the 
impact of decliiiiiig customer usage on Atrnos Energy’s 
return? If no, please provide an explaiiation. 

A. If no, how can any utility recover operating costs in a 
declining usage market? 

B. Does the witness believe that customer usage will 
continue to decline? Please explain. 

RESPONSE: 

As Mr. Henkes has testified, he does not believe a rider such as the 
proposed CRS mechanism should be implemented. It is Mr. 
Henkes’ uiiderstaiiding that the impact of declining customer 
usage is already substantially mitigated by implementation of the 
sharply increased fixed monthly customer charges proposed by 
Atmos and recommended by AG witness King in this case. 

a. Please refer to Mr. Henltes’ response to Atmos’ data request 
to Mr. Henkes, Item No. 8. 

b. Mr. Henkes has not conducted a study regarding that 
subject and, therefore, is not in a position to render an 
opinion 011 this matter. 





Response of the Attorney General to 
Atmos Energy’s Requests for Information to the Attorney General 

Case No. 2006-00464 

In repard - to the Testimonv of Michael T. Maioros, Tr. 

Witness Responsible: 
MICHAEL J. MAJOROS, JR. 

QUESTION 17: Please provide copies of all workpapers used in preparation 
of testimony by Mr. Majoros. 

RESPONSE: See attached. 



Account 

390 09 
391 00 
397.00 
398 00 
399 00 
399 01 
399.02 
399 03 
399.06 
399.07 
399 08 
399 24 

Sources: 

ATMOS ENERGY CORPORATlON - SHARED SERVICES 
Book Depreciation Study as of September 30,2006 
Snavely King Recommended Rates and Accruals 

Company Proposed Plant Only 
9/30/2of)6 Iowa Remaining Study COR Plant Onty Depreciation SK 

DeScriDtion Balance , ASL Curve Life Rate Rate Rate Expense COR Rate 
(a) (b) (e) (dl (e) (9 (g)=(e)49 (h)=(aY(g) 0) 

GENERAL PLANT 
improvements to Leased Premises 
Office Furniture and Equipment 
Communication Equipment 
Miscellaneous Equipment 
Other Tangible Properly 
Servers Hardware 
Servers Software 
Network Hardware 
PC Hardware 
PC Software 
Application Software 
General Startup Cost 

Total Depreciable General Plant 
Folly Depreciated 

9,949,143 
9,074,352 

25,311,861 
633,466 
224,866 

14,567,322 
8,647.580 
2,377,029 
6,691,156 
3,928,199 

11 1,323,312 
23,172.326 

215,900,612 
5,331,910 

Late Retirements 4.363.383 
Total Shared Servlces Facil it ies 225.595.905 

100  sa 
3 0 0  R2 
1 0 0  L3 
100 S6 

5 0  sa 
5 0  sa 
5 0  sa 

4 0  sa 
4 0  sa 

100  sa 

5 0  SQ 

8 0  s 1 5  

4 9.10 
16 2.13 

8.4 8.45 
4.3 8.15 

1 4 6 6  
5.7 6 9 5  
6.3 4.00 
8 4  9.30 
3.9 14.86 
5 3 9.02 

5 11 11 
2 5  15.89 

0.00 
0.00 
OW 
0.00 
0 00 
0.00 
000 
0.00 
0.00 
0.00 
0 00 
0 00 

9 10 
2 13 
8 45 
8 15 
4 66 
6 95 
4.00 
9 30 

14 86 
9 02 

11 11 
15 89 
10 32 

905,372 
193,284 

51,627 
10,479 

1,012,429 
345,903 
221,064 
994,306 
354,324 

12,368,020 
3,682.083 

22.277.742 

2,138,852 0.0025 

Snavety King 
SK Total 

Allowance Rate and COR 
(i)=(a)*(i) (k)=(g)+(i) (l)=(h)+(i) 

COR Total Depreciation 
-- 

0 00 9 10 
0 0 0  2 1 3  

621 40 8 4 5  
0 00 8 15 
0 00 4 66 
0 0 0  6 9 5  
000 4 00 
000 9 30 
000 1486  
0 00 9 02 
000 11 11 
000 1589  

905,372 
193.284 

2,139,474 
51.627 
10,479 

1,012,429 
345,903 
221,064 
994,306 
354,324 

12,368,020 
3.682.083 

22,278,363 

Cols. (a) - (c) and (e) from Exhibit DSR-4 
Col. (d) from response to AG 1-87. 
Col (i) from Exhibit-(MJM-3). 



ATMOS ENERGY CORPORATION - KENTUCKY 
Book Depreciation Study as of September 30,2005 
Snavely King Recommended Rates and Accruals 

PRODUCTION PLANT 
325 20 Producing Leaseholds 
325 40 Rights ol-Way 
336 00 Purification Equipment 

Total Production Plant 

STORAGE PLANT 
351 00 Slructures and Improvements 
352 00 Well Construclron and Equipmenl 
352 03 Cushion Gas 
352 11 Storage Rights 
354 00 Compressor Station Equipment 
355 00 MKR Station Equipmenl 

Total Storage Plant 

TRANSMISSION PLANT 
365 20 Rights-of-Way 
366 00 Struclures and improvements 
36700 Mains 
369 00 MKR Station Equipment 

Total Transmission Plant 

DISTRIBUTION PLANT 
374 02 Land Rights 
375 00 Slruclures and Improvements 
37600 Mains 
378 00 M&R Slalion Equipment 
379 00 City Gate Equipment 
380 00 Services 
381 00 Meters 
382 00 Meter Inslaiialions 
383 00 House Regulators 
384 00 House Regulalor installalions 
385 00 lndustnal M&R Equipment 

Total Distribution Plant 

GENERAL PLAN1 
390 00 Structures and lmorovements 

9/30/2005 
Balance 

(a) 

2,353 
83.422 
44,369 

130,144 

309,065 
2,176,341 

54,614 
546,780 
288,851 

4,053,584 

877.933 I/ 

812,196 
283,237 

22,044.698 
2,952,222 

26,092,353 

145,459 
468.328 

95,924,845 
2,617,970 
2,804.310 

69,190,312 
13,775,723 
33,358,910 
4,816,804 

154.276 
4,433,322 

227,690,259 

966,202 
1,382,343 390 09 Improvements lo Leased Premises 

391 00 Office Furniture and Equipment 2,305,350 
392 00 Transportation Equipment 761.820 
394 00 Tools. Shop and Garage Equipment 2.1 18,023 
396 00 Power Operated Equipment 663,629 
397 00 Communication Equipment 1,498,100 
398 00 Miscellaneous Equipment 2,160,051 

399 03 OTP - NeWok Hardware 51 1,781 
399 06 OTP - PC Hardware 2,702,795 
399 07 OTP . PC Soflware 242.979 

399 01 OF. Servers Hardware 175,990 

399 08 OTP . Application Software 522;254 
Total General Planl 16,011,117 

Total Depreclable Plant 273,977,457 
inlangible Plant 12E 

Non-Depreciable Planl 486.462 
Fully Depreciated Plant 2,303,510 
Total Plant in Servlce 276,895,612 

Snavely King 
Company Proposed Plant Only SK Total - 

Iowa Remaining ELG COR Plant Only Depreciation SK COR Total Depreciation 
Expense COR Rate Allowance Rate and COR ASL Curve Life Rate Rate Rate 

(b) fc) (d) (e) 0 )  (s)=(e).(f) (h)=(aY(e) (I) U)=(aY(i) (k)=(g)+(i) (l)=(h)+ti) 

50 R5 170  589 000 5 89 139 0 5 89 139 
50 R5 437 229 000 2 29 1,910 0 2 29 1,910 
50 R5 200 526 010 5 16 2,289- 0 5 I6  2,289 

3 3 3  - 4,338 0 4.338 

50 R2 274 060 000 0 60 1.854 0 0 60 1,854 
50 R3 289  211 080 131 28,510 0 1 31 28.510 
50 SO 41 5 238 000 2 38 16.135 0 2 38 16,135 
50 R5 184 044 000 044 240 0 044 240 
50 R1 5 247 060 000 0 60 3,281 0 0 60 3.281 

347 0 0 12 347 
0 50.367 

012 -- 50 R2 258 012 000 
1 24 50,367 

55 R5 365  165  000 1 6 5  13,401 0 1 85 13,401 
50 A3 367 205 000 2 05 5.806 0 2 05 5.806 

307,624 00259 5,700 142  313,324 55 AI 301 1 8 5  045 1 4 0  
45 R05 259 148 004 144  42.381 0 1 44 42,381 

142  389,212 00218 5,700 374,912 

55 R5 468  186 000 
50 LO 256 318 020 
55 R05 317 243 045 
50 R1 281 192 010 
50 A1 290 243 030 
40 R1 5 243  523 188  
25 R05 147  806 100  
40 R1 234 460 0 6 3  
30 S6 172 290 000 
35 R2 201 202 000 
40 L5 276 261 0 4 3  

186  
2 98 
198  
I 82 
2 13 
3 36 
7 06 
3 98 
2 90 
2 02 
2 19 
3 02 

2,706 
13,956 

1.894.952 
47.647 
59,732 

2,321,335 
972,566 

1,326,017 
139,687 

3,116 
96.868 - 6,878,582 

- 

0 
0 

0.0512 49.138 
0 
0 

0 5985 414.083 
0 

15082 503,122 
0 
0 

00356 1,579 
0.4251 967,922 

1 86 
2 98 
2 03 
1 82 
2 13 
3 95 
7 06 
5 48 
2 90 
2 02 
2 22 

2,706 
13,956 

1,944,090 
47.647 
59,732 

2,735,418 
972,566 

1,829,139 
139.687 

3,116 

7,846,504 
98,447 

15 L2 8 4  991 000 9 91 95,751 0 9 91 95,751 
25 R4 108  236 000 2 36 32,623 0 2 36 32,623 
18 LO 9 4  622 
8 s5 2 6  5979 

20 S6 1 0 5  663 
15 L5 4 8  2076 
20 52  108 543 
20 R5 170  426 
10 SO 3 5  271 
10 SO 4 0  522 
10 L1 5 1  061 
5 SI 5 1 8  1916 
8 R5 2 4  1749 

0 00 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 

6 22 143,393 
59 79 455,373 
6 63 140,425 

20 76 137,769 
5 43 81,347 
4 26 92,018 
2 71 4,769 
5 22 26,715 
0 61 16.487 

19 16 46.555 
1749 91,342 
8 52 1,364,567- 

3 16 8,667,066 

0 0002 8 
0.1220 929 

0 
0 
0 
0 
0 
0 
0 
0 
0 

0 0058 935 

0.3557 974,557 

622 143.398 
59 91 456,302 
6 6 3  140,425 

2076 137,769 

4 26 92.018 
2 71 4,769 
5 22 26,715 
0 61 16,487 

19 16 46,555 
1749 91,342 

1,365,502 

9.641.623 

5 43 81,347 

1/ Plant balance updated per response to AG DR 2-52 

sources. 

Col (d) from response lo AG 1.87 
Coi (I) from Exhiblt-(MJM-3) 

ColS (a) - (c) and (e) from Exhibit DSR-3 



ATMOS ENERGY CORPORATION - KENTUCKY 
Comparison of Atmos and Snavely King COR Rates and Accruals 

Account 

325.20 
325 40 
336.00 

351 "00 
352.00 
352.03 
352.1 1 
354.00 
355.00 

365 20 
366.00 
367 00 
369.00 

374.02 
375.00 
376.00 
378.00 
379 00 
380.00 
381  .oo 
382 00 
383.00 
384.00 
385.00 

390.00 
390.09 
391 "00 
392.00 
394.00 
396.00 
397.00 
398.00 
399.01 
399 03 
399.06 
399.07 
399.08 

Sources: 

Descriotion 

PRODUCTION PLANT 
Producing Leaseholds 
Rights-of-way 
Purification Equipment 

Total Production Plant 

STORAGE PLANT 
Structures and Improvements 
Well Construction and Equipment 
Cushion Gas 
Storage Rights 
Compressor Station Equipment 
M&R Station Equipment 

Total Storage Plant 

TRANSMISSION PLANT 
Rights-of-way 
Structures and Improvements 
Mains 
M&R Station Equipment 

Total Transmission Plant 

DISTRIBUTION PLANT 
Land Rights 
Structures and improvements 
Mains 
M&R Station Equipment 
City Gate Equipment 
Services 
Meters 
Meter Installations 
House Regulators 
House RegtJlatOr Installations 
Industrial M&R Equipment 

Total Distribution Plant 

GENERAL PLANT 
Structures and Improvements 
Improvements to Leased Premises 
Office Furniture and Eauiment 

Company Proposed SK Recommended 
9/30/2005 COR COR SK COR 
Balance Rate Expense COR Rate Allowance Difference 

(d) (e)=(a)'(d) (f)=(e)-(c) (a) 

2,353 
83,422 
44,369 

130.144 

309,065 
2,176,341 
1,694,833 

54,614 
546,780 
288.851 

5,070,484 

812,196 
283,237 

22,044,698 
2,952,222 

26,092,353 

145,459 
468,328 

95,924,845 
2,617,970 
2,804,310 

69,190,312 
13,775,723 
33,358,910 
4,816,804 

154,276 
4,433,322 

227,690,259 

966,202 
1,382,343 
2.305.350 . .  . .  

Transportation Equipment 761,620 
Tools, Shop and Garage Equipment 2,118,023 
Power Operated Equipment 
Communication Equipment 
Miscellaneous Equipment 
OTP - Servers Hardware 
OTP .I Network Hardware 
OTP - PC Hardware 
OTP - PC Software 
OTP - Application Software 

Total General Plant 

Total Depreciable Plant 
Intangible Plant 

Non-Depreciable Plant 
Fully Depreciated Plant 
Total Plant in Service 

663,629 
1,498,100 
2,160,051 

175,990 
51 1,781 

2,702,795 
242,979 
522,254 

16,011 , I  17 

274,994,357 
128,183 
486,462 

2,303,510 
277,912,512 

0.00 
0.00 
0.10 44 

AA 

0.00 
0.80 17,41 I 
0.00 
0.00 
0 00 
0.00 

17,411 

0.00 
0.00 
0.45 1 00,203 
0 04 1,312 

101,515 

0.00 
0.20 937 
0.45 436,022 
0.10 2,618 
0 30 8,413 
1.88 1,297,318 
1 00 137,757 
0.63 208,493 
0 00 
0.00 
0.43 18,842 

2,110,400 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0 00 
0.00 

0 

2,229,370 

0.000 
0.000 
0.000 (44) 
0.000 (44) 

0.000 
0.000 (17,411) 
0.000 
0.000 
0.000 
0 000 
0 000 ( 1  7,411) 

0 000 
0.000 
0.026 5,700 (94,503) 
0.000 (1,312)- 
0 022 5,700 (95,815) 

0.000 
0.000 
0.051 
0 000 
0.000 
0.598 
0.000 
1.508 
0 000 
0.000 
0.036 
0.425 

0 000 
0.000 
0.000 
0.122 
0 000 
0 000 
0 000 
0.000 
0 000 
0 000 
0 000 
0 000 
0 000 

0 0058 

49,138 

414,083 

503,122 

1,579 
967,922 

(937) 
(386,884) 

(2,618) 
(8,413) 

(883,236) 
(1 37,757) 
294,629 

(17,262) 
( I  ,142,4781 

6 6 
929 929 

935 935 

0 3544 974,557 (1,254,8131 

Cols (a) and (b) from Exhibit DSR-3. 
Col (d) from Exhibit-(MJM-3). 



Account 

390.09 

397.00 

399.00 
399.01 
399.02 
399.03 
399.06 
399.07 
399.08 
399.24 

39 1 .oa 

398.00 

Sources: 

ATMOS ENERGY CORPORATION - SHARED SERVICES 
Comparison of Atmos and Snavely King COR Rates and Accruals 

Plant Only SK 
9/30/2006 COR Depreciation SK COR 

DescriDtion 

GENERAL PLANT 
Improvements to Leased Premises 9,949,143 
Office Furniture and Equipment 9,074,352 
Communication Equipment 2 5 3  1 1,861 
Miscellaneous Equipment 633,466 
Other Tangible Property 224,866 
Servers Hardware 14,567,322 
Servers Software 8,647,580 
Network Hardware 2,377,029 
PC Hardware 6,691,156 
PC Software 3,928,199 
Application Software 1 1 1,323'31 2 
General Startup Cost 23,172,326 

Total Depreciable General Plant 21 5,900,612 
Fully Depreciated 5,331,910 
Late Retirements 4,363,383 

Total Shared Services Facilities 225,595,905 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

0 

0.0000 
0.0000 
0.0025 62 1 621 

0.0000 

0.0000 
0.0000 
0.0000 
0.0000 
0.0000 

o.oaoo 

0.0000 

0.0000 
621 621 

Cols (a) and (b) from Exhibit DSR-4 
Cor. (d) from Exhibit-(MJM-3). 



Atmos Energy Corporation, KY 
CaseNo 200600464 

Jurisdictional Depreciation Expense, Accum. Reserve 8 Accrual Rates by Account 
Forecasted Period ended June 30,2008 - Rellecting Snavely King Rates 

SK Recommended Current 
Total Company Adjusted Junsdlclon Annual Annual 

Line Acct 13 Month Avq 12Monlh Accrual 12Month Accrual 
No No Account XUes Investment Reserve I/  Expense Rate Expense Rate 

(C) (D) (E) (F) (G) (H) (I) 
See Note See Note 

(8) 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
30 
39 
40 
41 
42 
43 
44 
45 
46 
47 
40 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
71 

301 00 
302 00 
303 00 

325 20 
325 40 
331 00 
332 01 
332 02 
334 00 
336 00 

350 10 
350 20 
351 00 
351 02 
351 03 
351 04 
352 00 
352 01 
352 02 
352 03 
352 10 
352 I1 
353 01 
353 02 
354 00 
355 00 
356 00 

365 10 
365 20 
366 02 
366 03 
367 00 
367 01 
369 00 
369 01 

374 00 
374 01 
374 02 
374 03 
375 00 
375 01 
375 02 
375 03 
376 00 
376 01 
376 02 
378 00 
379 00 
379 05 
380 00 
381 00 
382 00 
383 00 
384 00 

Organization 
Franchises 8 Consents 
Misc Intangible Plant 

Total intangible Piant 

Producing Leaseholds 
Rights of Ways 
Production Gas Wells Equipment 
Field Lines 
Tributary Lines 
Field Meas. 8 Reg Sta. Equip 
Purification Equipment 

Total Natural Gas Production Plant - 
Land 
Rights of Way 
Structures 8 Improvements 
Compression Station Equipment 
Meas. 8 Reg Sta. Structues 
Other Structures 
Wells \ Rights of Way 
Well Construction 
Well Equipment 
CushionGas 2l 
Leaseholds 
Storage Rights 
Fieid Lines 
Tributary Lines 
Compressor Station Equipment 
Meas 8 Reg. Equipment 
Purification Equipment 

Total Storage Plant 

Land 
Rights of Way 
Structures 8 Improvements 
Other Structues 
Mains. Cathodic Protection 
Mains. Steel 
Meas. 8 Reg Equipment 
Meas 8 Reg Equipment 

Total Transmission Plant 

Land 8 Land Rights 
Land 
Land Rights 
Land Other 
Structures 8 Improvements 
Slnrctures 8 Improvements T.B. 
Land Rights 
Improvements 
Mains Calhodic Protection 
Mains I Steel 
Mains. Plastic 
Meas 8 Reg Sla. Equip. General 
Meas 8 Reg Sta. Equipment I City Gate 
Meas 8 Reg Sta. Equipmenl T.B 
Services 
Meters 
Meter Installations 
House Regulators 
House Reg Installations 

76.480 8.330 0 
119,853 119,853 0 
408.053 0 0 

604.386 128,182 0 

2,353 69 137 
83,422 955 1,888 
3,492 3,492 0 

47,163 47,163 0 
528.218 529,956 0 
198,469 198,469 0 
44,369 1,145 2,263 

907,486 781,249 4,288 

261,127 
4,682 
4,700 

159,811 
23,138 

144,554 
62,814 

2,113,527 
531,954 
877.933 
178,530 
54,614 

178.501 
209,458 
546,780 
288,851 
243,119 

0 
4.757 
2,503 

118,199 
24,976 

132,962 
51,214 

1,786,598 
579,757 
17,389 

179,464 
52,586 

106,188 
219,495 
481,599 
290,474 
248,386 

0 
0 

28 
948 

0 
857 
813 

27.368 
0 

15,949 
0 

238 
0 
0 

3,243 
0 
0 

5,684,093 4,376,545 49,444 

26,970 
838,245 
214,065 
69,172 

406,111 
23,217,765 

185,854 
2,968,370 

16 
342,444 
17,431 
63,126 

337,167 
15,580,995 

60,644 
1,961,127 

0 
13,672 
4,338 
1,402 
5,700 

325,892 
2,645 

42,252 

- 
27,926,553 18,362,950 395,901 

98,315 
51,571 

244,565 
2,784 

312,033 
105,699 
46,591 
4.005 

10,874,159 
68,360,296 
27,804,905 
3,132.686 
1,277,515 
1,836,212 

79,748,813 
14,802,451 
36,781,828 
5,400.323 

154,276 

57,145 
0 

26,362 
0 

33,961 
81,973 
38,779 
51,327 

2,470,479 
39,694,946 
8,562,599 
1,440,773 

166,911 
1,727,745 

39,058,865 
2,453,491 
7,005,807 
2,713,334 

140,951 

0 
0 

4,4% 
0 

9.191 
3,114 
1,372 

0 
218,201 

1,371,718 
557,933 
56.358 
26,897 

0 
3,113,767 
1,033,007 
1,992,410 

154,804 
3,080 

0 
0 
0 

0 
-- 

0 
0 
0 
0 
0 
0 
0 

0 

0 
0 

90 
3,049 

0 
2,758 
1.683 

56,616 
0 
0 
0 

988 
0 
0 

0,161 
0 
0 

73,344 

0 
7.374 
2,941 

950 
5,098 

291,467 
4,189 

66,899 

370,918 

0 
0 

4,061 
0 

6,015 
2,037 

898 
0 

256.897 
1,614,978 

77,105 
32,454 

0 
5,407,707 

490,166 
1,112,550 

152.135 
5,139 

656,877 



Abos Energy Corporabon, I(Y 
Case No 200600464 

Junsdlcbonal Depreclahon Expense, Accum Reserve 8 Accrual Rates by Account 
Forecasted Period ended June 30,2008 Reflecting Snavely King Rates 

- 
SK Recommended Current 

Total Company Adjusted Junsdohon Annual Annual 
Line Acct 13 Month Avg 12 Month Accrual 12 Month Accrual 
No No Account Titles Investment Reserve I/ Expense Rate Expense Rate 
(A) (6) (C) (D) (E) (F) -1 G) (H) 

73 386 00 Other Properly on Cust Prem 0 251 1 0 0 

-- 
See Note 

72 385 00 Ind Meas & R e g  Sta Equipment 4,926,403 2,139,293 108,105 132,941 

74 
75 Total Distribution Plant 255,765,430 107,867.253 8,654,454 9,951,959 
76 

-- 



Atmos Energy Corporalion, KY 
Case No 2006-00464 

Jurisdictional Depreciation Expense, Accum Reserve & Accrual Rates by Account 
Forecasted Period ended June 30,2W8 - Reflecting Snaveiy King Rates 

SK Recommended Current - 
Total Company Adjusted Jurisdiction Annual Annual 

Line Acct 13 Month Avg. 12Monlh Accrual 12Monlh Accrual 
No No Account Titles lnvblment Reserve 11 Expense Rate Expense Rate 

4 L - W .  (C) 0 - I  E) (F) (G) (H) (I) 

77 
78 
79 
80 
81 
82 
83 
84 
85 
86 
87 
88 
89 
90 
91 
92 
93 
94 
95 
96 
97 
98 
99 
100 
101 
102 
103 
104 
105 
106 
107 
108 
109 
110 
111 
112 
113 
114 
115 

389 00 
390 01 
390 02 
390 03 
390 04 
390 09 
391 CHI 
391 02 
391 03 
392 00 
392 01 
392 02 
393 00 
394 00 
396 00 
396 03 
396 04 
396 05 
397 00 
397 01 
397 02 
397 05 
398 00 
399 00 
399 01 
399 02 
399 03 
399 04 
399 05 
399 06 
399 07 
399 08 
399 09 
399 24 

Land & Land Rights 
Shwtures Frame 
SWctures & Improvements 
Improvements 
Air Conditioning Equipment 
Improvement to Leased Premises 
O f e  Furniture 8 Equipment 
Remittance Processing Equip 
Olfice Machines 
Transportation Equipment 
Trucks 
Trailers 
Slores Equipment 
Tools, Shop & Garage Equip 
Power Operated Equipment 
Dilchers 
Bac Wloes 
Welders 
Communication Equipment 
Communication Equip ~ Mobile Radios 
Communication Equip . Fixed Radios 
Communication Equip . Telemetedng 
Miscellaneous Equipment 
Other Tangible Property 
Other Tangible Property I Servers . HIW 
Other Tangible Property - Servers. W 
Other Tangible Property ~ Nehvork - HNV 
Other Tangible Property ~ CPLl 
Other Tangible Property - MF Hardware 
Other Tangible Property - PC Hardware 
Other Tang Property ~ PC Software 
Other Tang. Property ~ Application Software 
Other Tang Property - Mainframe W 

71,393 
65,954 

193,598 
774,269 

14,251 
1,939,014 
2,496,243 

956 
119,984 
509,135 
16,597 

11 1,671 
3,856 

1,449,163 
3,125 

223,756 
267,602 
33,959 

2,653,181 
3,338 

41,432 
312,236 

2,850,542 
40,867 

1,255.886 
603,296 
724,910 
56,964 
60.318 

4,538,528 
515241 

7,610,511 
133,816 

28.459 
8.423 

109,629 
134,945 

8,084 
1,571,253 
1,425,957 

1,551 
4,045 

(509,535) 
25,470 

154,739 
3,119 

72,973 
3,704 

(133,021) 
38,654 
(1.713) 

1,297,724 
(1 8,709) 

8.828 
106,882 

1,192,768 
39,927 

852.243 
573,183 
680,115 
83,539 
77,441 

3,909,152 
447,639 

4,689,742 
191,807 

0 
1,645 

18.964 
75,646 
1,188 

81,576 
105,852 

0 
6,500 

304.887 
0 
0 

278 
93,816 

0 
45,916 
54,914 
6,969 

187.921 
179 

2,224 
16,759 

121.768 
5,319 

73,192 
19.468 
24,059 

0 
0 

177.992 
21,295 

845,902 
0 

See Note See Note 

0 
1,645 
4,057 

16,225 
254 

108.597 
131,478 

0 
7.279 

45,395 
0 
0 

278 
47,312 

0 
6,171 
7,380 

937 
166,732 

172 
2.134 

16,080 
286,710 

5,319 
150,492 
69,549 
30,315 

0 
0 

827.720 
41,858 

623.587 
0 

Olher Tang Proper& I General Startup Cosls -.. 1,297,650 961.881 206,197 108,094 

Total General Piant 30,993,244 18,043.895 2,500,626 2,705,767 

Total Plant 321,881,192 149,560,075 11,604,713 13,109,989 

' Note: Includes allocallons from Shared Services and Mid Stales General office. Snavely KIng has proposed no change in Shared Sewices rates. 
Column G and I NOW Depreciallon mles are specific to Kentucky, Shared Servlws amd Mld States General oHice and 
can be found on schedules AG DR15 series of schedules. Snavely King rates shown on pages 3.4 of lhls exhlblt 

1/ Company workpaper "wpB 3 1 FO9" [forecasted reserves) updated lor Snaveiy King rates. 
Zl Cushion gas (acct 352 3) plant balance updated to rellect Almos response to AG DR 2-52 

Reserves adjusted to rellecl60% of plant translerred to acct 117 

Source: Original document provided in response Io  AG DRi5 and also AG OR 2.46. 



Amos Energy Carporation, KY 
Case No 2006-w464 

Workpaper ComputaEon of Depreciation Expense. Div 09 KY Only 
Forecast Period Ending 640-2008. Rebecling Snavely King Rates 

- - 
DIVISION 09 Annual Annual - 

Line Acct 13 Month Avg. Accrual Reserve 12Month Accrual Reserve 12Monlh 
No No Accounl Tilles lnveshnenl Reserve I/  Rate Cfimputation Expense Rate Compulatfon Expense 

SK 2/ 98 85% Current 98.85% 

(A) (8) .-- (C) (D) (E) (F) (G) (H) (I) (J) 0 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
?' 

b, 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 

301 00 
302 00 
303 00 

325 20 
325 40 
331 00 
332 01 
332 02 
334 00 
336.00 

350 10 
350 20 
351 00 
351 02 
351 03 
351 04 
352 00 
352 01 
352 02 
352 03 
352 10 
352 11 
353.01 
353 02 
354 00 
355 00 
356 00 

365 10 
365 20 
366 02 
366 03 
367 00 
367 01 
369 00 
369 01 

Organization 
Franchises &Consents 
Misc. Intangible Plant 

'Total Intangible Piant 

Producing Leaseholds 
Rights of Ways 
Production Gas Wells Equipment 
Field Lines 
Tributary Lines 
Field Meas 8 Reg Sla. Equip 
Purification Equipment 

Total Natural Gas Production Plan1 - 
Land 
Rights Of Way 
Structures & Improvements 
Compression Station Equipment 
Meas & Reg Sta. StNCtUeS 
Other Structures 
Wells \ Rights of Way 
Well Construction 
Well Equipment 
Cushion Gas 3/ 
Leaseholds 
Storage Rights 
Field Lines 
Tributary Lines 
Compressor Slation Equipment 
Meas &Reg. Equipment 
Purification Equipment 

Total Storage Plant 

1- 
Land 
Rights of Way 
Structures & Improvements 
Other Struclues 
Mains - Cahodic Protection 
Mains Steel 
Meas. & Reg. Equipment 
Meas. & Reg. Equipment 

Total Transmission Plant 

8,330 8,330 0.00% 
119,853 119,853 0.00% 

0 0 0 00% 

128.182 128,182 

2,353 69 589% 
83,422 955 2.29% 
3,492 3,492 000% 

47,163 47.163 000% 
528,218 529,956 0.00% 
198,469 198,469 000% 
44,369 1,145 5.16% 

-- 
907.486 781.249 

0 0 000% 
0 0 0 00% 
0 0 0.00% 

0 0 
0 0 
0 0 

0 0 

139 137 0.00% 
1,910 1,888 0.00% 

0 0 0.00% 
0 0 0.00% 
0 0 0.00% 
0 0 0.00% 

2,289 2,263 0.00% 

4,338 4,288 

261,127 
4,682 
4,700 

15981 1 
23,138 

144,554 
62,814 

2,113,527 
531,954 

178,530 
54,614 

178,501 
209,458 
546,780 
288,851 
243.119 

677,933 

0 000% 0 
4,757 092% 0 
2,503 060% za 

118,199 060% 959 
24,976 060% 0 

132,962 0 60% 867 
51,214 131% 823 

1,786,598 1 31% 27.687 
579,757 131% 0 

17.389 2 38% 16,135 
179,464 030% 0 
52,586 044% 240 

186,188 135% 0 
219,495 1 35% 0 
481,599 060% 3,281 
290,474 012% 0 
248,386 130% 0 

-- 
5,684,093 4,376,545 

26,970 
838,245 
214,065 
69,172 

406,i 11 
232 17,765 

185,854 
2,968,370 

16 000% 
342,444 165% 

17,431 2.05% 
63,126 205% 

337,167 142% 
15,580,995 142% 

1,961,127 144% 
60,644 144% 

-- 
27,926,553 18,362,950 

0 0 

0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
- 

0 

0 000% 0 
0 092% 0 

28 193% 91 
948 193% 3,084 

0 193% 0 
857 193% 2,790 
813 271% 1,702 

0 271% 0 
15,949 000% 0 

0 0 30% 0 
238 183% 999 

0 135% 0 
0 1 35% 0 

3,243 1 51% 8,256 
0 2.06% 0 
0 130% 0 

27,368 271% 57,277 

50,020 49,444 

0 0 000% 
13,831 13,672 089% 
4,388 4,338 1.39% 
1,418 1,402 139% 
5,767 5,700 127% 

329,692 325,892 1 27% 
2,676 2,645 2.28% 

42,745 42,252 228% 

400,517 395,901 

0 

0 
0 

90 
3,049 

0 
2,758 
1,683 

56,616 
0 
0 
0 

988 
0 
0 

8,161 
0 
0 

--- 
74,200 73,344 

0 0 
7,460 7,374 
2,976 2,941 

961 950 
5.158 5,098 

294,866 291,467 
4,237 4,189 

67,679 66,899 



Atmos Energy Carporation, KY 
Case No. 2006-00464 

Workpaper Computation of Depreciation Expense ~ Dv. 09 KY Only 
Forecast Period Ending 6-302008 - Reflecting Snavely King Rates 

- -..-- ---- 
Annual ---___ DIVISION 09 Annual 

Line Acct 13 Month Avg. Accrual Reserve 12Month Accrual Reserve 12Month 
No No Account Titles lnvesbnent Reserve I/ Rate Computation Expense Rate Camputalfon Expense 

SK 21 98 85% Current 98 85% 

(8) (C) (D) . (E) ( F L  (G) (H) (I) (J) 0 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 
74 
75 
76 
77 
78 
7' 

6 ,  
82 
83 
84 
85 
86 
87 
88 
89 
90 
91 
92 
93 
94 
95 
96 
97 
98 
99 

100 
101 
102 
103 
104 
105 
106 
107 
108 
109 
110 
111 
112 
113 
1 1 E  

374 00 
374 01 
374 02 
374 03 
375 00 
375 01 
375 02 
375 03 
376 00 
376 01 
376 02 
378 00 
379 00 
379 05 
380 00 
381 00 
382 00 
383 00 
384 00 
385 00 
386 00 

389 00 
390 01 
390 02 
390 03 
390 04 
390 09 
391 00 
391 02 
391 03 
392 00 
392 01 
392 02 
393 00 
394 00 
396 00 
396 03 
396 04 
396 05 
397 00 
397 01 
397 02 
397 05 
398 00 
399 00 
399 01 
399 02 
399 03 
399 04 
399 05 
399 06 
399 07 
399 08 
399 09 
399 24 

Land & Land Rights 
Land 
Land Rights 
Land Other 
Structures & Improvements 
Structures & Improvements T 8 
Land Rights 
Improvements 
Mains Cathodic Protection 
Mains. Steel 
Mains - Plastic 
Meas & Reg Sta Equipment General 
Meas & Reg. Sta Equipment - City Gate 
Meas & Reg Sta. EquipmentT B 
Services 
Meters 
Meter Installations 
House Regulators 
House Reg. Installations 
Ind. Meas 8 Reg. Sta. Equipment 
Other Property on Cust Prem 

Total Plant Distribution 

i.&maEm 
Land & Land Rights 
Structures Frame 
Structures & Improvements 
Improvements 
Air Conditioning Equipment 
Improvement to Leased Premises 
Olfice Furniture & Equipment 
Remillance Processing Equip 
Office Machines 
Transportation Equipment 
TNCkS 
Trailers 
Stores Equipment 
Tools, Shop & Garage Equip 
Power Operated Equipment 
Ditchers 
Backhoes 
Welders 
Communication Equipment 
Communication Equip . Mobile Radios 
Communication Equip. . Rxed Radios 
Communication Equip. - Telemelering 
Miscellaneous Equipment 
Other Tangible Property 
Other Tangible Property. Servers - tUW 
Other Tangible Properly. Servers. SMI 
Other Tangible Property - Network ~ "v 
Other Tangible Property ~ CPU 
Other Tangible Property. MF Hardware 
Other Tangible Property ~ PC Hardware 
Olher Tang Property. PC SoRware 

98,315 
51,571 

244.565 
2,784 

312.033 
105,699 
46,591 
4,005 

10,874,159 
68,360,296 
27,804,905 
3,132,686 
1,277,515 
1,636,212 

79,748,813 
14,802,451 
36,781,828 
5,400,323 

154,276 
4,926,403 

0 

255,765,430 

71,393 
0 

193,598 

12,129 
1,382,343 
1,560,722 

0 
94,911 

514,843 
16,597 

111,671 
0 

1,404,373 
0 

223,756 
267,M)2 
33,959 

1,141,094 
3,338 

41,432 
312,236 

2,511,890 
0 

175,990 
1 13,473 
511,781 

0 
0 

3,631,797 
242,979 

774,269 

Other Tang. Property - Application Soltware 522,254 
0 Other Tangible Property . Mainframe. SMI 

57,145 000% 
0 000% 

26,362 186% 
0 000% 

33,961 298% 
81,973 298% 
38,779 298% 
51,327 298% 

2,470,479 2 03% 
39,694,946 2 03% 
8,562,599 2 03% 

166,911 213% 
1,440,773 182% 

1,727,745 2 13% 
39,058,865 3 95% 
2,453,491 7 06% 
7,005,807 5 48% 

140,951 202% 

2,511 300% 

2,713.334 2 90% 

2,139,293 2 22% 

107,867,253 

28,459 000% 
0 

109,629 9 91% 
134,945 991% 

5,868 991% 
1,166,083 2 36% 

603,410 622% 
0 

(20.448) 6 22% 
(507,279) 5991% 

25,470 892% 
154,739 5991% 

0 
63.134 663% 

0 
(133,021) 2076% 

38,654 2076% 
(1,713) 2076% 

703,626 5 43% 
(18,709) 543% 

8,828 543% 
106,882 543% 

1,107,139 426% 
0 

205,672 2 71% 
146,838 14 29% 
545,999 522% 

0 
0 

3,410,816 061% 
249,794 19 16% 
459,904 1749% 

0 000% 

0 0 
0 0 

4,549 4,496 
0 0 

9,299 9,191 
3,150 3,114 
1,388 1,372 

0 0 
220,745 218,201 

1,387,714 1,371,718 
564,440 557,933 
57,015 56,358 
27,211 26.897 

0 0 
3,150.078 3,113,767 
1,045,053 1,033,007 
2,015,644 1,992,410 

156,609 154.804 
3,116 3,080 

109,366 108,105 
0 0 

8,755,378 8,654,454 

0.00% 
0.00% 
168% 
0.00% 
1.95% 
1.95% 
1.95% 
195% 
2.39% 
2 39% 
2.39% 
2.49% 
2.57% 
2.57% 
6.86% 
3 35% 
3 06% 
2.85% 
3.37% 
2.73% 
3.00% 

0 0 0 00% 
0 0 000% 

19.186 18,964 2 12% 
76,730 75,846 2 12% 

1,202 1,188 212% 
32,623 32,247 5W% 
97,077 95,958 705% 

0 0 000% 
5,903 5,835 705% 

308,442 304,887 8 92% 
0 0 892% 
0 0 892% 
0 0 000% 

93,110 92,037 3 28% 
0 0 000% 

46,452 45,916 279% 
55,554 54,914 279% 
7,050 6,969 279% 

61,961 61,247 5.21% 
181 179 521% 

2,250 2,224 521% 
16,954 16,759 521% 

0 0 OW% 
0 0 14 29% 
0 0 1429% 
0 0 1429% 
0 0 000% 
0 0 0 00% 

22.154 21,899 1851% 
0 0 1585% 

91,342 90.289 12 50% 
0 0 OW% 

107,006 105,773 1094% 

0 0 
0 0 

4,109 4,061 
0 0 

6,085 6,015 
2.061 2,037 

909 898 
0 0 

259,892 256.897 
1,633.811 1,614,978 

664,537 656,877 
78,004 77,105 
32,832 32,454 

0 0 
5,470,769 5,407,707 

495,882 490,166 
1,125,524 1,112,550 

153,909 152,135 
5,199 5,139 

134,491 132,941 
0 0 

10,068,Oi 3 9,951.959 

0 
0 

4,104 
16,414 

257 
69,117 

110,031 
0 

6,691 
45,924 

0 
0 
0 

46,063 
0 

6,243 
7,466 

947 
59,451 

174 
2,159 

16,267 
274,801 

0 
0 
0 
0 
0 
0 

672,246 
0 

65,282 
0 
n 

0 
0 

4,057 
16,225 

254 
68,320 

108,763 
0 

6,614 
45,395 

0 
0 
0 

45,532 
0 

6,171 
7,380 

937 
58,766 

172 
2,134 

16,080 
271,633 

0 
0 
0 
0 
0 
0 

664,497 
0 

64,529 
0 

Other Tang Property ~ General Starlup Costs 0 0 0 00% 0 -  0 0.00% 0 

Total General Plant 15,870,429 8,594,718 1,045,179 1,033,131 1,403,638 1,387,458 

Total Plant 306,282,174 140,i 10,898 10.255.433 10,i 37,218 11,929,188 11,791,680 

I/ Company workpaper "wpB 3 1 F09 (forecasted reserves) updated lor SK rates 
2/ See Exhibit-(MJM-4) 



Atmos Energy Corporation, KY 
Case No 2006-00464 

Workpaper Cornputation of Depreciation Expense. DN. 09 KY Only 
Forecast Period Ending 6-302008. Reflecting Snavely King Rates 

- -- Annual - DIVISION09 __ Annual - 
Line Acct 13 Month Avg. Accrual Reserve 12Month Accrual Resewe 12Month 
No No Account Titles Investment Resew@ 11 Rate Computation Expense Rate Computatfon Expense 

SK 2/ 9885% Cunent 98.85% 
(A) (6) (C) (D) (E] (F) (G) (H) (I) (J) (K) 

Y Cushion gas (acct 352 3) balance updated to reflect Atrnos response lo AG DR 2-52 ReseNeS adjusted to reflect the 60% of plant transferred to acct 117 



Atmos Energy Corporation, KY 
Case No 2006-00464 

Workpaper Computation of Depreciation Expense. Div 02 General Ofice only 
Forecast Period Ending 6-30.2008 

- _____.-- - 
- Annual ___ DIVISION 02 Annual 

Line Acct 13 Month Avg. - Accrual Reserve 12 Month Accrual Reserve 12 Month 
No No Account Titles Investment Reserve Rate Computation Ewpense Rate Computation Expense 

Proposed 9992% Current 99.92% 
(A)-.....-&) (C) (D) (E) (F) (G) (H) (I) (J) (0 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 

J 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 

, 

389 00 
390 01 
390 02 
390 03 
390 04 
390 09 
391 00 
391 02 
391 03 
392 00 
392 01 
392 02 
393 00 
394 00 
396 00 
396 03 
396 04 
396 05 
397 00 
397 01 
397 02 
397 05 
398 00 
399 00 
399 01 
399 02 
399 03 
399 04 
399 05 
399 06 
399 07 
399 08 
399 09 
399 24 

! 3end lm 
Land & Land Rights 
Structures Frame 
Structures & Improvements 
lmprovemenls 
Air Conditioning Equipment 
Improvement to Leased Premises 
Office Furniture & Equipment 
Remittance Prwessing Equip 
Office Machines 
Transportation Equipment 
Trucks 
Trailers 
Stores Equipment 
Tools, Shop & Garage Equip 
Power Operated Equipment 
Ditchers 
Backhoes 
Welders 
Communication Equipment 
Communication Equip . Mobile Radios 
Communication Equip .Fixed Radios 
Communication Equip - Telemetering 
Miscellaneous Equipment 
Other Tangible Property 
Other Tangible Property. Servers. W 
Other Tangible Property - Servers. Si" 
Other Tangible Property - Network ~ W 
Other Tangible Properly - CPlJ 
Other Tangible Properly - MF Hardware 
Other Tangible Property. PC Hardware 
Other Tang Property. PC Software 
Other Tang. Property . Application Software 
Other Tangible Property ~ Mainframe. SNJ 

0 
0 
0 
0 
0 

7,180,234 
8,880.324 

f8,384 
255,134 

18,885 
0 
0 

(1,516) 
1,343 

0 
0 
0 
0 

990,598 
0 
0 
0 

631,550 
10,196 

9,436,183 
1,971,595 
1,917,244 
1,095,465 
1,159,964 
3,086,387 
1,467,647 

50,421,532 
2,573,389 

0 000% 
0 000% 
0 000% 
0 000% 
0 000% 

5,759,267 9 10% 
6,072,967 2 13% 

292,550 222% 

0 000% 
0 000% 

(188) 1000% 
5,198 1000% 

29,821 11 37% 

36,133 28 96% 

0 000% 
0 000% 
0 000% 
0 000% 

308,482 845% 
0 000% 
0 000% 
0 000% 

429,080 8 15% 
11,200 466% 

2,501,386 6 95% 
807,464 400% 
628,553 930% 

1,606,519 26 26% 
1,489,243 15 76% 
2,272,695 14 86% 
1,170,832 9 02% 

22,467,881 11 11% 
3,688,598 22 16% 

0 
0 
0 
0 
0 

653,401 
189,151 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

83,705 
0 
0 
0 

51,471 
0 

655,815 
78,864 

178,304 
0 
0 

458,637 
132,382 

0 
0 
0 
0 
0 

652,853 
188,992 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

63,635 
0 
0 
0 

51,428 
0 

655,284 
78,798 

178,154 
0 
0 

458,252 
132,271 

5,801,832 5,597,130 
0 0 

! 

Other Tang. Property. General Startup Costs 0 0 1589% -. 0 0 

Total General Plant 91,114,538 49,577.681 8,083,562 8,076,776 

Total Plant 91 ,I 14,538 49,577,681 8,083,562 8,076,776 

0.00% 
0.00% 
0 00% 
0.00% 
0.00% 
7 43% 
4 89% 

11.37% 
2 22% 

28.96% 
0.00% 
0 00% 

10 00% 
i o  00% 
0.00% 
0.00% 
0.00% 
0 00% 
7 12% 
0.00% 
0.00% 
0.00% 
5 36% 

15.75% 
14.29% 
14.29% 
14 29% 
28.26% 
15 76% 
16 83% 
17 73% 
8.22% 

22.16% 
8.33% 

0 
0 
0 
0 
0 

533,491 
434,248 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

70.531 
0 
0 
0 

33,851 
0 

0 
0 
0 
0 
0 

533,044 
433,883 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

70,471 
0 
0 
0 

33,823 
0 

1,348,430 1,347,299 
281,741 281,504 
273,974 273,744 

0 0 
0 0 

519,439 519,003 
260,214 259,995 

4,144,650 4,141,171 
0 0 
0 0 

7,900,569 7,893,937 

7,900,569 7,893,937 

AG DR15 Div 02 



Afmos Energy corporation, KY 
Case No. 2006-00464 

Workpaper Computation of Depreciation Expense I Div 12 Customer &Nice only 
Forecast Period Ending 6-30-2008 

DIVISION 12 Annual Annual 
Line A d .  13 Month Avg. - Accrual Reserve 12Month A C C N ~  Reserve 12Month 

No. No Account Titles Investment Reserve Rate Computation Expense Rate Computation Expense 
Proposed 100.00% Current 100.00% 

(A) (e) (C) (D) (E) (F) (G) (H) ( I )  (J) (K) 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
0 

21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 

389.00 
390.01 
390.02 
390.03 
390.04 
390.09 
391 "00 
391.02 
391 03 
392.00 
392.01 
392.02 
393.00 
394.00 
396.00 
396.03 
396.04 
396.05 
397.00 
397.01 
397.02 
397.05 
398.00 
399.00 
399.01 
399.02 
399.03 
399.04 
399.05 
399.06 
399.07 
399.08 
399.09 
399.24 

ciwmL&m 
Land & Land Rights 
Structures Frame 
Structures & Improvements 
Improvements 
Air Conditioning Equipment 
Improvement to Leased Premises 
Office Furniture & Equipment 
Remittance Processing Equip 
oflice Machines 
Transpodation Equipment 
Trucks 
Trailers 
Stores Equipment 
Tools, Shop & Garage Equip 
Power Operated Equipment 
Ditchers 
Backhoes 
Welders 
Communication Equipment 
Communication Equip - Mobile Radios 
Communication Equip - Fixed Radios 
Communication Equip. . Telemetering 
Miscellaneous Equipment 
Other Tangible Property 
Other Tangible Property - Servers ~ HNV 
Other Tangible Property. Servers. SNV 
Other Tangible Property. Network - H/W 
Other Tangible Property - CPU 
Other Tangible Property - MF Hardware 
Other Tangible Property PC Hardware 
Other Tang. Property - PC Software 
Other Tang. Property - Application Software 
Other Tansible Property Mainframe - SNV 

0 
0 
0 
0 
0 

3,018,160 
56,077 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

24,199,330 
0 
0 
0 

1,916 
214,670 

10,051,060 
6,861,747 

459,784 
0 
0 

3,599,489 
2,854,096 

74,669,220 
0 

0 0.00% 
0 0.00% 
0 0.00% 
0 0.00% 
0 0.00% 

1,553,690 9.10% 
11,875 2.13% 

0 11.37% 
0 2.22% 
0 28.96% 
0 0.00% 
0 0.00% 
0 10.00% 
0 10.00% 
0 0.00% 
0 0.00% 
0 0.00% 
0 0.00% 

9,432,840 8.45% 
0 0.00% 
0 0.00% 
0 0.00% 

428 8.15% 
235,803 4.66% 

8,746,527 6.95% 
6,774,304 4.00% 

264,431 9,30% 
0 26.26% 
0 15.76% 

1,545,069 14.86% 
1,586,604 9.02% 

41,318,325 11.11% 
0 22.16% 

0 0 
0 0 
0 0 
0 0 
0 0 

274,653 274,653 
1,194 1,194 

0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 

2,044,843 2,044,843 
0 0 
0 0 
0 0 

156 156 
0 0 

698,549 698,549 
274,470 274,470 
42,760 42,760 

0 0 
0 0 

534,884 534,884 
257,439 257,439 

8,295,750 8,295,750 
0 0 

Other Tang. Property. General Stadup Costs 23,172,326 17,230,016 15.89% 3,682,083 3,682,083 

Total General Plant 149,157,876 88,699,913 1 6 1  06,782 16,106,782 

Total Plant 149,157,876 88,699,913 16,106,782 16,106,782 

0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
7.43% 
4.89% 

11.37% 
2.22% 

28.96% 
0.00% 
0.00% 

10.00% 
10.00% 
0.00% 
0.00% 
0.00% 
0.00% 
7.12% 
0.00% 
0.00% 
0.00% 
5.36% 

15.75% 
14.29% 
14.29% 
14.29% 
26.26% 
15.76% 
16.83% 
17.73% 
8.22% 

22.16% 
8.33% 

0 
0 
0 
0 
0 

224,249 
2,742 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

1,722,992 
0 
0 
0 

103 
0 

1,436,296 
980,544 

65,703 
0 
0 

605,794 
506,031 

6,137,810 
0 

1,930,255 

0 
0 
0 
0 
0 

224,249 
2,742 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

1,722,992 
0 
0 
0 

103 
0 

1,436,296 
980,544 

65,703 
0 
0 

605,794 
506,031 

6,1 3781 0 
0 

1,930,255 

13,612,520 13,612,520 

13,612,520 13,612,520 

AG DR15 Div 12 



Atmos Energy Corporation, KY 
Case No. 2006-00464 

Workpaper Computation of Depreciation Expense - Div. 91 Admin. Office only 
Forecast Period Ending 6-30-2008 

DIVISION 91 Annual Annual 
Line Acct 13 Month Avg. Accrual Reserve 12 Month Accrual Reserve 12 Month 

No. No. Account Titles Investment Reserve Rate Computation Expense Rate Computation Expense 
Proposed 98.97% Current 98.97% 

- (A) (B) (C) (D) (E) (F) (G) (H) ( I )  (J) (K) 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
18 
49 
50 
51 
52 

301 .OO 
302.00 
303.00 

376.01 

389.00 
390.01 
390.02 
390.03 
390.04 
390.09 
391 .OO 
391.02 
391.03 
392.00 
392.01 
392.02 
393.00 
394.00 
396.00 
396.03 
396.04 
396.05 
397.00 
397.01 
397.02 
397.05 
398.00 
399.00 
399.01 
399.02 
399.03 
399.04 
399.05 
399.06 
399.07 
399.08 
399.09 
399.24 

Organization 
Franchises & Consents 
Misc. Intangible Plant 

Total Intangible Plant 

Mains - Steel 

Total Plant Distribution 

GeneralPIant 
Land & Land Rights 
Structures Frame 
Structures & tmprovements 
lmprovements 
Air Conditioning Equipment 
Improvement to Leased Premises 
Office Furniture & Equipment 
Remittance Processing Equip 
Office Machines 
Transportation Equipment 
Trucks 
Trailers 
Stores Equipment 
Tools, Shop & Garage Equip 
Power Operated Equipment 
Ditchers 
Backhoes 
Welders 
Communication Equipment 
Communication Equip. - Mobile Radios 
Communication Equip. Fixed Radios 
Communication Equip. - Telemetering 
Miscellaneous Equipment 
Other Tangible Property 
Other Tangible Property. Servers ~ HIW 
Other Tangible Property - Servers - SIW 
Other Tangible Property - Network - HIW 
Other Tangible Property - CPU 
Other Tangible Property - MF Hardware 
Other Tangible Property - PC Hardware 
Other Tang. Property - PC Software 
Other Tang. Property - Application Software 
Other Tangible Property - Mainframe I SIW 

185,309 0 0.00% 
0 0 0.00% 

1,109,552 0 0.00% 

1,294,861 0 

0 0 3.61% 

0 
- 

0 
179,339 

0 
0 

5,771 
38,834 

1,279,638 
0 

32,103 

0 
0 

10,698 
121,600 

8,497 
0 
0 
0 

286,634 
0 
0 
0 

831,253 
76,993 
71,663 
8,273 

238,424 
0 
0 

1,481,024 
98,204 

774,577 
0 

(1 8,191) 

0 

0 0.00% 
22,902 2.52% 

0 0.00% 
0 0.00% 

6,026 2.52% 
50,798 2.52% 

1,376,122 5.69% 
0 0.00% 

25,234 5.69% 

0 0.00% 
0 0~00% 

8,508 7.15% 
26,01'7 4.02% 
10,070 11.11% 

0 0.00% 
0 0.00% 
0 0.00% 

135,459 7.49% 
0 0.00% 
0 0.00% 
0 0.00% 

172,103 4.40% 

(1 1,244) 0.00% 

71,076 18.98% 
72,581 14.29% 
13,586 14.29% 

235,540 14.29% 
0 0.00% 
0 0.00% 

798,427 18.98% 
130,822 18.98% 

2,033,050 18.98% 
0 0.00% 

Other Tang. Property - General Startup Costs 0 0 0.00% 

0 0 
0 0 
0 0 

- .- 
0 0 

0 0 

0 0 

0 0 
4,519 4,473 

0 0 
0 0 
0 0 
0 0 
0 0 
0 0 

1,827 1,808 
0 0 
0 0 
0 0 

765 757 
4,888 4,838 

0 0 
0 0 
0 0 
0 0 

21,469 21,247 
0 0 
0 0 
0 0 

36,575 36,197 
14,613 14,462 

0 0 
0 0 

34,071 33,719 
0 0 
0 0 

281,098 278,196 
0 0 
0 0 
0 0 
0 0 

Total General Plant 

Total Plant 

5,525,332 5,177,079 399,826 395,697 

6,820,193 5,177,079 399,826 395,697 

AG DR15 Div 91 

0.00% 0 0 
0.00% 0 0 
0.00% 0 0 

0 0 

3.61% 0 0 

0.00% 
2.52% 
0.00% 
0.00% 
2.52% 
2.52% 
5.69% 
0.00% 
5.69% 
0.00% 
0.00% 
0.00% 
7.15% 
4.02% 

11.11% 
0.00% 
0.00% 
0.00% 
7.49% 
0.00% 
0.00% 
0.00% 
4.40% 

18.98% 
14.29% 
14.29% 
14.29% 
0.00% 
0.00% 

18.98% 
18.98% 
18.98% 
0.00% 

0 0 

0 0 
4,519 4,473 

0 0 
0 0 
0 0 
0 0 
0 0 
0 0 

1,827 1,808 
0 0 
0 0 
0 0 

765 757 
4,888 4,838 

0 0 
0 0 
0 0 
0 0 

21,469 21,247 
0 0 
0 0 
0 0 

36,575 36,197 
14,613 14,462 

0 0 
0 0 

34,071 33,719 
0 0 
0 0 

281,098 278,196 
0 0 
0 0 
0 0 

0.00% 0 -  0 

399,826 395,697 

399,826 395,697 
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ATMOS ENERGY CORPORATION - SHARED SERVICES 

2001-2005 
Five-Year Average Net Salvage Experience 

39009000 2002 
39009MX) 2003 
39009000 2004 
39009000 2005 
39009000 2006 178,757 - 
Five Year Total 178,757 - 
Five Year Average 35,751 - 

39100000 2002 
39100000 2003 
3910oooO 2004 
39100000 2005 
39100000 2006 1,420,965 ~ ~ - 
Five Year Total 1,420,965 - 
Five Year Average 284,193 - 

39700000 2002 
39700000 2003 
39700000 2004 34,015 26,609 3,107 23,502 
39700000 2005 

Five Year Total 826,583 26,609 3,107 23,502 
Five Year Average 165,317 5,322 621 4,700 

39700000 2006 __ 792.568 A -- 

39800000 2002 
39800000 2003 56,637 . 
39800000 2004 
398MxKK) 2005 

Five Year Total 56,637 - 
Five Year Average 11,327 - 
39800000 2 m  L --L __._ 
39900000 2002 8,143 . 
39900000 2003 
39900000 2004 
39900000 2005 

Five Year Total 8,143 - 
Five Year Average 1,629 - 
39900000 2006 -.A 2 -A L 

39903000 2002 
39903000 2003 
39903000 2004 
39903000 2005 
39903000 2006 . 11,472 -- 
Five Year Total 11,472 - 
Five Year Average 23294 - 

39906000 2002 6,189.732 . 
39906000 2003 
39906000 2004 
39906000 2005 
39906000 2006 2,632,955 ~ ~ - 
Five Year Total 8,822,687 - 
Five Year Average 1,764,537 - 

39907000 2002 861,539 - 
39907000 2003 
39907000 2004 
39907000 2005 
39907000 2006 16,495 -- _- -- 
Five Year Total 878,034 - 
Five Year Average 175,607 - 

39908000 2002 9,573,067 - 
39908000 2003 
39908000 2004 
39908000 2005 
39908000 2006 731,136 - - - 
Five Year Total 10,304,203 - 
Five Year Average 2,060,841 . 

Source: Response to AG 1-087 
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A N O S  ENERGY CORPORATlON -KENTUCKY 

2001-2005 
Five-Year Average Net Salvage Ewerience 

f& !un lYenrRe t i remen ts  a%iYwzCosfol+lemovalNetSalvaaa 
(a) (b) (C) (d) (9) (f#dKe) 

38700000 2001 8,Q 10 
38700000 2002 2,750 
38700000 2003 
38700000 2004 
38700000 2005 22.518 - 28.488 (28.4881 

Five Year Total 32,178 28,489 (28,400) 
Five Year Average 6.438 5,700 (5,700) 

38800000 2001 2,183 
38800000 2002 
36800000 2003 
38800000 2004 
38800000 2005 

Five Year Total 2,189 
Five Year Average 437 

37eooooo 2001 180,308 100,248 (100,248) 
37800000 2002 11 2,370 20,410 (20,410) 
37000000 2003 112,104 42,202 (42,202) 
37eooooo 2004 03,505 50,731 (50,731) 
37800000 2005 305.582 - 32,005 (32.085) 

Five Year Average 154.702 40,138 (49,138) 
Five Year Total m,Bbo 245,690 (245,690) 

37800000 2001 
37800000 2002 
37800000 2003 
37800000 2004 302 
37800000 2005 

Five Year Total 302 
Five Year Average 60 

38000000 2001 1,081,005 450,538 (450,538) 
38000000 2002 353,820 282,488 (282,498) 
38000000 2003 573,781 000,077 (800,877) 
38000000 2004 127,032 478,035 (478,035) 

Five Year Total 2,676,524 2,070,414 (2,070,414) 
Five Year Average 535,305 414,083 (414,083) 

38000000 2005 540,728 - 257.38e (257.38e) 

38100000 2001 
38100000 2002 
38100000 2003 8,244,488 
38100000 2004 
38100000 2005 

Five Year Total 0,244,468 
Five Year Average 1,848,893 

38200000 2001 57,207 161, ie~  (iai, iee) 
38200000 2002 250,858 1,138,482 (1,138,482) 
38200000 2003 312.383 538,125 (538,125) 
38200000 2004 203,058 521,708 (521,788) 
38200000 2005 110.500 - 157.057 (157,057) 

2815,611 (2515,611) 
503.122 (503,122) 

Five Year Total =,w 
Five Year Average 187,013 

38300000 2001 
38300000 2002 
38300000 2003 08 
38300000 2002 
38300000 2005 4,054 - 

Five Year Total 4,122 
Five Year Average 824 

38500000 2001 10,187 7,888 (7,886) 
38500000 2002 
38500000 2003 
38500000 2004 
38500000 2005 

Five Year Total 16,167 7 . m  (7,896) 
Five Year Average 9,233 1878 (1870) 

~ 1 0 0 0 0 0  2001 72,188 28 (28) 
38100000 2002 84,882 
38100000 2003 15,380 
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ATMOS ENERGY CORPORATION - KENTUCKY 
Five-Year Average Net Salvage Eperiencs 

2001-2005 

A.EQ!ulYaiu:Retirements 3akQ.QGostotRemovalNetSalvaae 
(a) (b) (C) (d) (e) (f W K e )  

39100000 2004 38.288 
39100000 2005 

Five Year Total 220,890 28 (28) 
Five Year Average 44,165 6 (B) 

W ~ O O O O O  2001 5~1,771 7,561 7,581 
39zooooo zoo2 216,848 a p z  35,282 

~ Q ~ O O O O O  2005 394,zeo 87.018 4,848 e 2 . m  
Five Year Total 4,452,467 189,192 4,646 184,548 
Five Year Average 880,489 37.838 929 36,809 

39200000 2003 2,732,280 78.320 78,320 
39200000 2004 558,510 

39400000 2001 18,eoi 
~ ~ ~ ~ J O O O O  2002 7e4,mi 
39400000 2003 ei,408 
38400000 2004 517,271 
39400000 2005 43,583 200 6 -  184 

Five Year Total 1,405,494 200 6 194 
Five Year Average 281,098 40 1 39 

meooooo 2001 1,817 

meooooo 2003 357,777 
38eooooo 2004 204,050 
meooooo 2005 42.281 12.486 1 2 , m  

Five Ycar Total w,fm 34,965 34,- 
Five Year Average 176,921 8,- 8,W 

39eooooo 2002 278,878 22,478 22,478 

39700000 2001 
39700000 2002 38.138 
38700000 2003 4.841 
39700000 2004 
39700000 2005 32.438 - 

Five Year Total 75,518 
Five Year Average 15,103 

39807000 2001 
39807000 2002 
38807000 2003 54,807 
39807000 2004 
39807000 2005 

Five Year Total 54.807 
Five YWr Average 10,961 

2001 1,8ee,o88 7,561 718,877 (712,315) 
- 

2002 2,303,828 57,771 I ,442.37e (I  ,384.eo5) 
2003 i3,e27,758 82,108 1,178,304 (i,ow7,18e) 
2004 1,880,551 1,051,5e4 (1,051,5e4) 
2005 1,495.881 78.705 478,ee~ m8.8e4) 

Five Year Total 21,304,208 227,145 4,872,790 (4,845,845) 
Five Year Average 4,260,842 45,429 974,558 (929,129) 

Source: Response to AG 1-087. 
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ATMOS ENERGY CORPORATION - SHARED SERVICES 
Book Depreciation Study as of September 30,2006 

Snavely King Recommended COR Rates and Allowances 

2002-2006 SK 
9/30/2006 5-Year SK COR 

Account Description Balance Avg. COR COR Rate Allowance 
(a) (b) (c)=(b)/(a) (d)=(a)*(c) 

390.09 
39 1 .OO 
397.00 
398.00 
399.00 
399.01 
399.02 
399.03 
399.06 
399.07 
399.08 
399.24 

GENERAL PLANT 
Improvements to Leased Premises 
Office Furniture and Equipment 
Corn m un ication Equipment 
Miscellaneous Equipment 
Other Tangible Property 
Servers Hardware 
Servers Software 
Network Hardware 
PC Hardware 
PC Software 
Application Software 
General Startup Cost 

Total Depreciable General Plant 
Fully Depreciated 
Late Retirements 

Total Shared Services Facilities 

9,949,143 
9,074,352 

25,311,861 
633,466 
224,866 

14,567,322 
8,647,580 
2,377,029 
6,691 ,I 56 
3,928,199 

1 1 1,323,312 

62 1 0.002 621 

23,172,326 
21 5,900,612 62 1 0.000 62 1 

5,331,910 
4,363,383 

225,595,905 

Sources: 
Col. (a) from Exhibit DSR-4, Schedule 1. 
Col. (b) from page 5.. 
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Account 

325.20 
325.40 
336.00 

351 "00 
352.00 
352.03 
352.1 1 
354.00 
355.00 

365.20 
366.00 
367.00 
369.00 

374.02 
375.00 
376.00 
378.00 
379.00 
380.00 
381 .OO 
382.00 
383.00 
384.00 
385.00 

390.00 
390.09 
391.00 
392.00 
394.00 
396.00 
397.00 
398.00 
399.01 
399.03 
399.06 
399.07 
399.08 

Sources: 

ATMOS ENERGY CORPORATION - KENTUCKY 
Book Depreciation Study as of September 30,2005 

Snavely King Recommended COR Rates and Allowances 

200 1 -2005 SK 
9/30/2005 5-Year SK COR 

DescriDtion 

PRODUCTION PLANT 
Producing Leaseholds 2,353 0 0 
Rights-of-way 83,422 0 0 
Purifiration Equipment 44,369 0 0 

Total Production Plant 130,144 0 0 

Structures and Improvements 309,065 0 0 
Well Construction and Equipment 2,176,341 0 0 
Cushion Gas 1,694,833 0 0 
Storage Rights 54,614 0 0 
Compressor Station Equipment 546,780 0 0 
M&R Station Equipment 288,851 0 0 

Total Storage Plant 5,070,484 0 0 

STORAGE PLANT 

812,196 0 0 
TRANSMISSION PLANT 
Riahts-of,~Wav " 
Structures and Improvements 283,237 0 0 

M&R Station Equipment 2,952,222 0 0 
Mains 22,044,698 5,700 0.03 5,700 

Total Transmission Plant 26,092,353 5,700 0.02 5,700 

DISTRIBUTION PLANT 
Land Rights 
Stnictures and Improvements 
Mains 
M&R Station Equipment 
City Gate Equipment 
Services 
Meters 
Meter Installations 
House Regulators 
House Regulator Installations 
Industrial M&R Equipment 

Total Distribution Plant 

GENERAL PLANT 
Structures and Improvements 
Improvements to Leased Premises 
Office Furniture and Equipment 
Transportation Equipment 
Tools, Shop and Garage Equipment 
Power Operated Equipment 
Communication Equipment 
Miscellaneous Equipment 
OTP - Servers Hardware 
OTP - Network Hardware 
OTP ~ PC Hardware 
OTP - PC Software 
OTP - Application Software 

Total General Plant 

145,459 
468,328 

95,924,845 
2.61 7,970 
2,804,310 

69,190,312 
13,775,723 
33,358,910 
4,816,804 

154,276 

0 
0 

49,138 
0 
0 

41 4,083 
0 

503'1 22 
0 
0 

4,433,322 1,579 
227,690,259 967,922 

966,202 
1,382,343 
2,305,350 

761,620 
2,118,023 

663,629 
1,498,100 
2,160,051 

175,990 
51 1,781 

2,702,795 
242.979 

0 
0 
6 

929 
1 
0 
0 
0 
0 
0 
0 
0 

522,254 0 
16,011,117 936 

0 
0 

0.05 49,138 
0 
0 

0.60 414,083 
0 

1.51 503,122 
0 
0 

0.04 1,579 
0.43 967,922 

0 
0 

0.00 6 
0.12 929 

0 
0 
0 
0 
0 
0 
0 
0 
0 

0.01 935 

Total Depreciable Plant 274,994,357 974,558 0.35 974,557 
lntanaible Plant 128,183 

Non-Dep;eciabte Plant 486,462 
Fully Depreciated Plant 2,303,510 
Total Plant in Service 277,912,512 

Col. (a) from Exhibit DSR-3, Schedule 1 I 
Col. (b) from pages 3-4. 



Atmos Energy Corporation 

Forecasted Test Period Depreciation Expense 
Company Proposed vs. Snavely King Recommended 

Company Proposed 
Allocated 

- Line -- Division Amount Allocation Amount 
(a) (b) (c)=(aY(b) 

1 KY- Only - Div. 09 1 1,564,847 11,564,847 
2 Div. 02 8,076,776 5.20% 41 9,992 
3 Div. 12 16,106,762 5.60% 901,980 
4 Div. 91 395,697 36.78% 145,523 

5 Total 13,032,342 

SK Recommended 
Allocated 

Amount Allocation Amount Difference 
(a (e) (f)=(d)*(e) (g)=(f)-(c) 

10,137,218 10,137,218 (1,427,629) 
8,076,776 5.20% 41 9,992 

16,106,782 5.60% 901,980 
395,697 36.78% 145,523 - 

11,604,713 (1,427,629) 

Sources: 
Company Proposed from AG-DR-1-15. 

SK Recommended from Exhibit-(MJM-5). (Calculated by changing proposed rates in AG-DR-1-15 to SK recommended rates, and 
updating Acct. 352.03 plant balance per response to AG-DR-2-52 
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Rev. Rul. 97-54, 1997-52 I.R.B. 9 

INTERNAL REVENUE SERVICE 
Revenue Ruling 

LINE PACK GAS; CUSHION GAS 

Published: December 29, 1997 

26 CFR 1.263(a)-1: Capital expenditures: in general. 
Line pack gas; cushion gas. The cost of recoverable line pack gas or cushion gas is 
a capital expenditure and is not depreciable. The cost of nonrecoverable line pack 
gas or cushion gas is a capital expenditure and is depreciable. 

Section 167. - Depreciation, 26 CFR l.l67(a)-l: Depreciation in general. 
The cost of recoverable line pack gas or cushion gas is not depreciable, and the 
cost of nonrecoverable line pack gas or cushion gas is depreciable. 

Section 263. - Capital Expenditures, 26 CFR 1.263 (a) -1: Capital expenditures: in 
general. 
The cost of recoverable and nonrecoverable line pack gas or cushion gas is a 
capital expenditure. 

Section 471 - General Rule for Inventories, 26 CFR 1.471-1: Need for inventories. 
The cost of recoverable and nonrecoverable line pack gas or cushion gas is a 
capital expenditure. Line pack gas or cushion gas in not inventory. 

(Also section 168.) 

Line pack gas; cushion gas. The cost of recoverable line pack gas or cushion gas is 
a capital expenditure and is not depreciable. The cost of nonrecoverable line pack 
gas or cushion gas is a capital expenditure and is depreciable. 

ISSUES 

(1) Is the cost of "line pack gas" or "cushion gas" a capital expenditure under § 
263 of the Internal Revenue Code or an amount that is included in inventory under § 
471? 

(2) If the cost of "line pack gas" or "cushion gas" is a capital expenditure under 
§ 263, is that cost depreciable under ss 167 and 168? 

FACTS 

"Line pack gas" is the minimum volume of natural gas necessary to provide the 
pressure to facijitate the flow of gas through a pipeline. "Cushion gas" is the 
minimum volume of natural gas necessary to provide the pressure to facilitate the 
flow of gas from a storage reservoir to a pipeline. Recoverable line pack gas and 
recoverable cushion gas will be available for sale or other use upon the 
abandonment o f  the pipeline or storage reservoir, respectively. Unrecoverable line 
pack gas and unrecoverable cushion gas will not be available €or sale or other use 
upon the abandonment of the pipeline or storage reservoir, but will become obsolete 
with that abandonment. 

LAW AND ANALYSIS 

http://www. taxlinks.corn/rulings/ 1 997/revru197-54.htm 4/13/2007 
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Section 263(a) provides that no deduction shall be allowed for amounts paid out for 
permanent improvements or betterments made to increase the value of any property or 
estate. 

Section 1.263(a)-2 of the Income Tax Regulations provides that a "capital 
expenditure" includes the cost of acquisition, construction, or erection of 
buildings, machinery and equipment, furniture and fixtures, and similar property 
having a useful life substantially beyond the tax year. 

Section 167(a) provides that there shall be allowed as a depreciation deduction a 
reasonable allowance for the exhaustion, wear and tear (including a reasonable 
allowance for obsolescence) of property used in a trade or business or held for the 
production of income. 

Generally, for tangible property, the depreciation deduction under § 167 (a) is 
determined under § 168 by using the applicable depreciation method, the applicable 
recovery period, and the applicable convention. 

Section 471 provides that whenever, in the opinion of the Secretary, the use of 
inventories is necessary in order clearly to determine the income of any taxpayer, 
inventories shall be taken by that taxpayer, on the basis the Secretary may 
prescribe as conforming as nearly as may be to the best accounting practice in the 
trade or business and as most clearly reflecting income. 

Section 1.471-1 provides that in order to reflect income correctly, inventories at 
the beginning and end of each tax year are necessary in every case in which the 
production, purchase, or sale of merchandise is an income- producing factor. 
Inventories should include all finished and partly finished goods and, in the case 
of raw materials and supplies, only those that have been acquired for sale or that 
will physically become a part of merchandise intended for sale. 

Rev. Rul. 68-620, 1968-2 C.B. 199, amplified by Rev. R u l .  78-352, 1978-2 C.B.  168, 
holds that line pack gas is merchandise in transit that is intended to be sold to 
customers and therefore must be included in the inventory of the taxpayer. 

Rev. Rul. 75-233, 1975-1 C.B. 95, holds that the cost of unrecoverable cushion gas 
is a capital expenditure under § 263, which is recoverable through an annual 
depreciation deduction under § 167. 

With respect to both line pack gas and cushion gas, several court decisions have 
considered the capital expenditure-versus-inventory issue, as well as the 
depreciation issue. In Pacific Enterprises v. Commissioner, 101 T.C. 1 (1993), the 
United States Tax Court held that the costs of line pack gas and cushion gas are 
capital expenditures. Accord Transwestern Pipeline Co. v. United States, 639 F.2d 
679 (Ct.C1.1980), regarding line pack gas; Arkla, Inc. v. United States, 765 F.2d 
487 (5th Cir.19851, regarding cushion gas. The United States Court of Appeals for 
the Fifth Circuit in Arkla further held that recoverable cushion gas was not 
subject to depreciation because it was not subject to exhaustion, wear, tear, or 
obsolescence. Accord Washington Energy Co. v. United States, 94 F.3d 1557 
(Fed.Cir.1996). The Fifth Circuit in Arkla distinguished unrecoverable cushion gas 
as being subject to depreciation because that gas will become obsolete along with 
the storage facility. Accord Rev. Rul. 75-233. Finally, in Arkla, Inc. v. United 
States, 37 F.3d 621 (Fed.Cir.1994), the United States Court of Appeals for the 
Federal Circuit held that line pack gas and cushion gas are treated the same for 
purposes of depreciation. Accord Washington Energy Co. v. United States, 94 F.3d 
1557. 

Line pack gas or cushion gas is recoverable if it will be available for sale or 

http://www. taxlinks.codrulings/ I 997/revrul97-54.htm 4/ 13/2007 
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other use upon abandonment of a pipeline or storage reservoir. See Arkla, Inc. V. 
United States, 765 F.2d at 490. The Service will treat line pack gas or cushion gas 
as being available for sale or other use to the extent that such gas will be 
recovered from an abandoned pipeline or storage reservoir pursuant to a plan, a 
requirement of law, or economic feasibility, whichever method projects the greatest 
actual recovery of such gas. 

The Service will follow the court decisions cited in this revenue ruling to the 
extent they hold that the cost of line pack gas or cushion gas is a capital 
expenditure, the cost of recoverable line pack gas or recoverable cushion gas is 
not depreciable, and the cost of unrecoverable line pack gas or unrecoverable 
cushion gas is depreciable. 

HOLDINGS 

(1) The cost of line pack gas or cushion gas is a capital expenditure under § 263. 

(2) The cost of recoverable line pack gas or recoverable cushion gas is not 
depreciable, but the cost of unrecoverable line pack gas or  unrecoverable cushion 
gas is depreciable under ss 167 and 168. The Service will treat line pack gas or 
cushion gas as recoverable to the extent that such gas will be recovered from an 
abandoned pipeline or storage reservoir pursuant to a plan, a requirement of law, 
or economic feasibility, whichever method projects the greatest actual recovery of 
such gas. 

APPLICATION 

Any change in a taxpayer's treatment of the costs of line pack gas or cushion gas 
to conform with this revenue ruling is a change in method of accounting to which 
the provisions of ss 446 and 481 and the regulations thereunder apply. A taxpayer 
wanting to change its method of accounting for the cost of line pack gas or cushion 
gas to conform with this revenue ruling must follow the automatic change in 
accounting method provisions of Rev, Proc. 97-37, 1997-33 I.R.B. 18. 

. EFFECT ON OTHER DOCUMENTS 

Rev. Rul. 68-620 and Rev. R u l .  78-352 are revoked. Rev. Rul. 75-233 is superseded. 
Rev. Proc. 97-37 is amplified to include this change in the Appendix. 

PROSPECTIVE APPLICATION 

The Service will not require a taxpayer to change its method of accounting to 
comply with the holding that the cost of line pack gas or recoverable cushion gas 
is a capital expenditure for any taxable year beginning before December 29, 1997. 
In addition, the Service will not require a taxpayer to change its method of 
accounting to comply with the holding for determining the amount of recoverable 
line pack gas or recoverable cushion gas for any taxable year beginning before 
December 29, 1997, provided the method used by the taxpayer projects recoverable 
line pack gas or recoverable cushion gas in an amount equal to or greater than an 
amount that would be projected using an economic feasibility of recovery standard 

DRAFTING INFORMATION 

The principal author of this revenue ruling is \Jennifer L. Nuding of the Office of 
Assistant Chief Counsel (Income Tax and Accounting). For further information 
concerning this revenue ruling, contact Ms. Nuding at (202) 622- 4970 (not a toll- 
free call). 

http://www . taxlinks.cornlmlings/l997/revru197-54.htm 411 312007 
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Response of the Attorney General to 
Atmos Energy’s Requests for Information to the Attorney General 

Case No. 2006-00464 

Witness Responsible: 
MICHAEL, J. MAJOROS, JR. 

QUESTION 18: Please provide copies of all testimonies filed by Mr. Majoros 
for the past three years. 

RESPONSE: All testimonies filed by Mr. Majoros in the last three years 
are listed in Appendix B attached to Mr. Majoros’s 
testimony. These testimonies are a matter of public record 
and can be obtained from the appropriate public agencies. 





Response of the Attorney General to 
Atmos Energy’s Requests for Information to the Attorney General 

Case No. 2006-00464 

Witness Responsible: 
MICHAEL J. MAJOROS, JR. 

Question 19: Mr. Majoros reduced plant in service in rate base by $1,016,900 to 
reflect the transfer of the recoverable portion of cushion gas from 
account 352.03 to account 117. Neither Mr. Majoros nor Mr. 
Henkes have included this recoverable cushion gas in rate base. 
Would Mr. Majoros agree that the investment in recoverable 
cushion gas is an investment used to provide service to utility 
customers? If not, why not? 

RESPONSE: Yes. 





Response of the Attorney General to 
Atmos Energy's Requests for Information to the Attorney General 

Case No. 2006-00464 

Witness Responsible: 
MICHAEL J. MAJOROS, JR. 

Question 20: At page 2 of your testimony, you mention negotiations with 
the Federal Communications Commission ("FCC"). When 
was the most recent "represcription" in which you were 
involved? 

RESPONSE: 1992. 





Response of the Attorney General to 
Atmos Energy’s Requests for Information to the Attorney General 

Case No. 2006-00464 

Witness Responsible: 
MICHAEL J. MAJOROS, JR. 

Question 21: At page 5, line 8 of your testimony, you recommend that 
future cost of removal factors be based on Atmos’ most 
recent experience. Are you asserting that the Company’s 
cost of removal factors are not based on recent experience? 

RESPONSE: No, we both use recent experience, just in different ways. 





Response of the Attorney General to 
Atmos Energy's Requests for Information to the Attorney General 

Case No. 2006-00464 

Witness Responsible: 
MICHAEL J. MAJOROS, JR. 

Question 22: Referencing page 6, line 13, of your testimony; please 
provide all support and justification clearly showing where 
Mr. Roff has specifically inflated cost of removal in his 
depreciation rate calculations. 

RESPONSE: Mr. Roff's approach extrapolates past inflation into the 
future, and then compounds that effect as plant balances 
increase. I do not think Mr. Roff will deny these facts. 





Response of the Attorney General to 
Atmos Energy’s Requests for Information to the Attorney General 

Case No. 2006-00464 

Witness Responsible: 
MICHAEL J. MAJOROS, JR. 

Question 23: At page 6, line 16, of your testimony, please provide specific 
references to recent accounting pronouncements that 
demonstrate that regulated utilities are charging ratepayers 
far more cost of removal that they will ever spend. 

RESPONSE: The accounting references are SFAS No. 143, FIN 47 and 
FERC Order No.631. Mr. Majoros agrees that the utilities 
will spend the money, just not for cost of remaval. 





Response of the Attorney General to 
Atmos Energy's Requests for Information to the Attorney General 

Case No. 2006-00464 

Witness Responsible: 
MICHAEL J. MAJOROS, JR. 

Question 24: At page 6, line 19, of your testimony; please provide specific 
information or calculations that demonstrate how Atrnos has 
estimated "future inflation out for thirty to forty years". 

RESPONSE: This is a generalization based on Mr. Roff's proposed lives, 
which Mr. Majoros has accepted. 





Response of the Attorney General to 
Atmos Energy’s Requests for Information to the Attorney General 

Case No. 2006-00464 

Witness Responsible: 
MICHAEL J. MAJOROS, JR. 

Question 25: At page 7, line 5, of your testimony; please provide all 
information that shows that Atrnos will collect $2.2 million 
in annual cost of removal. 

RESPONSE: See the Company’s response to AG-DR-1-168. 





Response of the Attorney General to 
Atmos Energy's Requests for Information to the Attorney General 

Case No. 2006-00464 

Witness Responsible: 
MICHAEL J. MAJOROS, JR. 

Question 26: At page 7, line 7, of your testimony; please provide all 
information that clearly demonstrates how Atmos has 
"already collected $23.9 million over and above what it has 
actually spent for gas and gas c o m o n  plant cost of 
removal". This information should specifically demonstrate 
revenues related to cost of removal. 

RESPONSE: Mr. Majoros has not conducted any studies comparing the 
Company's charges to depreciation expense to any specific 
recoveries for depreciation expense. 





Response of the Attorney General to 
Atmos Energy's Requests for Information to the Attorney General 

Case No. 2006-00464 

Witness Responsible: 
MICHAEL J. MAJOROS, JR. 

Question 27: With respect to your testimony at page 11, lines 19 and 20, 
please provide specific references to Mr. Roff's testimony 
where the claim you make regarding convincing the 
Commission of the wisdom of overcharging ratepayers is 
addressed. 

RESPONSE: See Roff study, page 10. 





Response of the Attorney General to 
Atmos Energy’s Requests for Information to the Attorney General 

Case No. 2006-00464 

Witness Responsible: 
MICHAEL J. MAJOROS, JR. 

Question 28: At page 12, line 3, of your testimony, please define the term 
“super-inflated estimates” and demonstrate how Mr. Roff‘s 
proposals reflect that level of ”super inflation”. 

RESPONSE: Super-inflation refers to the effect of applying inflated cost of 
removal factors to ever growing plant balances. 





Response of the Attorney General to 
Atrnos Energy’s Requests for Information to the Attorney General 

Case No. 2006-00464 

Witness Responsible: 
MICHAEL J. MAJOROS, JR. 

Question 29: With respect ta SFAS No. 143 and FERC Order Na. 631 
please provide all specific references to the terms ”excess 
collections” as referred to at page 12, line 10 of your 
testimony. Further, please provide the specific sections of 
Order No. 631 that defines excess collections as non-legal 
asset retirement obligations. Finally, please provide the 
specific language from Order No. 632 wherein non-legal 
asset retirement obligations are defined. 

RESPONSE: See paragraphs B22 and B73 of SFAS No. 143. Non-legal 
asset retirement obligations are not defined specifically in 
FERC Order No. 631, however the definition can be implied 
by reading paragraphs 33 and 36. 





Response of the Attorney General to 
Atmos Energy’s Requests for Information to the Attorney General 

Case No. 2006-00464 

Witness Responsible: 
MICHAEL J. MAJOROS, JR. 

Question 30: With respect to FERC Order No. 631, please provide all 
specific references to the terms “excess collections’’ as 
referred to at page 12, line 10 of your testimony. 

RESPONSE: None. 





Response of the Attorney General to 
Atmos Energy's Requests for Information to the Attorney General 

Case No. 2006-00464 

Witness Responsible: 
MICHAEL J. MAJOROS, JR. 

Question 31: With reference to page 22, line 6 through page 23, line 7 of 
Mr. Majoros' testimony, please provide all analyses 
performed by Mr. Majoros or Snavely King regarding the 
long-term impact on ratepayers of utilizing the cost of 
removal percentage estimation technique. 

RESPONSE: None. 





Response of the Attorney General to 
Atmos Energy’s Requests for Information to the Attorney General 

Case No. 2006-00464 

In Regard to the Testimonv of T. Randall Woolridge 

Witness Responsible: 
DR. J. RANDALL WOOLRIDGE 

Question 32: Please provide copies of all workpapers used in preparation 
of testimony by Dr. Woolridge. 

RESPONSE: Dr. Woolridge’s work papers are provided on the attached 
CD. 





Response of the Attorney General to 
Atmos Energy’s Requests for Information to the Attorney General 

Case No. 2006-00464 

Witness Responsible: 
DR. J. RANDALL WOOLRIDGE 

Question 33: Please provide copies of all testimonies filed by Dr. 
Woolridge for the past three years. 

RESPONSE: Dr. Woolridge’s testimonies are provided on the CD. 





Response of the Attorney General to 
Atmos Energy’s Requests for Information to the Attorney General 

Case No. 2006-00464 

Witness Responsible: 
DR. J. RANDALL WOOLRIDGE 

Question 34: On page 7, line 3 of his testimony, Dr. Woolridge claims that 
the change in the spread between BBB corporate securities 
and 10-year treasury securities indicates ’ I . .  .the market price 
of risk has declined and therefore the risk premium has 
declined in recent years.” Please provide all justification that 
the spread between BBB corporate securities and 10-year 
treasury securities is a determinant of the risk premium for 
equity over debt for utilities. 

RESPONSE: The yield spreads between different bond rating categories 
and Treasury securities reflect the expected return 
differentials required by investors for alternative risk 
categories. As such, like the equity risk premium, it reflects 
the risk-return requirements in the market. As such, a 
decline in these yield spread reflects a reduction in the 
return required by investors for taking on additional risk. 





Response of the Attorney General to 
Atmos Energy’s Requests for Information to the Attorney General 

Case No. 2006-00464 

Witness Responsible: 
DR. J. RANDALL WOOLRIDGE 
PAGE 1 of 2 

Question 35: On page 10, line 15 of his testimony regarding the impact of 
the recent temporary change in the tax law, Dr. Woolridge 
claims ”...my assessment indicates it could be as large as 100 
basis points.” Please provide specific sources and citations 
in support of this claim. 

RESPONSE: 
See my discussion below, prepared in response to this 
question. 

The Impact of the 2003 Tax Legislation 
On the Cost of Equity Capital 

On May 28, 2003, President Bush signed the Jobs and Growth Tax Relief 
Reconciliation Act of 2003. The primary purpose of this legislation was to reduce 
taxes to enhance economic growth. A primary component of the new tax law was 
a significant reduction in the taxation of corporate dividends for individuals. 
Dividends have been described as ”double-taxed.” First, corporations pay taxes 
on the income they earn before they pay dividends to investors, then investors 
pay taxes on the dividends that they receive from corporations. One of the 
implications of the double taxation of dividends is that, all else equal, it results in 
a high cost of raising capital for corporations. 

The new tax legislation reduces the double taxation of dividends by lowering the 
tax rate on dividends from the 30 percent range (the average tax bracket for 
individuals) to 15 percent. “‘his reduction in the taxation of dividends for 
individuals enhances their after-tax returns and thereby reduces their pre-tax 
required returns. This reduction in pre-tax required returns (due to the lower tax 
on dividends) effectively reduces the cost of equity capital for companies. The 
new tax law also reduced the tax rate on long-term capital gains from 20% to 
25%. 

To demonstrate the effect of the new legislation, assume that a utility has a 10% 
expected return - 5.0% in dividends and 5.0% in capital gains. The new tax law 
reduces the double-taxation by reducing the tax rate on dividends from the 30 
percent range (the marginal tax bracket for the average individual taxpayer) to 15 
percent. The table below illustrates the effect of the new tax law. Panel A shows 



Response of the Attorney Genera1 to 
Atmos Energy’s Requests for Information to the Attorney General 

Case No. 2006-00464 

Divideads S.OO%i 3o.ooolo 3.SOD:O 

Total 10.00% 7.50% 
CaiiiiaI Gaiu 5.oo9ro 20 009-0 4.0001b 

PAGE 2 of 2 

Dividelids 5.00% lS.OO% 4.259b 
4.25?’0 

Total 10.00% 8.50% 
- Caijital Cain 5.00% 1S.00% - 

that under the old tax law a 10.0% pre-tax return provided for a 7.5% after tax 
return. Panel R shows that under the new tax law, with tax rates of 15% on both 
dividends and capital gains, the 10% pre-tax return is worth 8.5% on an after-tax 
basis. In Panel C, I have held the after-tax return constant (at 7.5%) to illustrate 
the effect of the new tax law on required pre-tax returns. Assuming that the 
entire after-tax 1% return difference (7.5% to 8.5%) is attributed to the lower 
taxation of dividends, the 10.0% pre-tax return under the new law is now only 
8.82Y0. In other words, to generate an after-tax return of 7.5%, the new tax law 
reduced the required pre-tax return from 10.0% to 8.82%. 

The Impact of the New Tax Law on Pre- and After- Tax Returns 

Capital Gain 5.00% 15.00% J.?5‘L/. 
Total 8.82% 





Response of the Attorney General to 
Atmos Energy’s Requests for Information to the Attorney General 

Case No. 2006-00464 

Witness Responsible: 
DR. J. RANDALL WOOLHDGE 

Question 36: On page 20, line 2 of his testimony regarding market-to-book 
ratios, Dr. Woolridge states, ”This demonstrates the strong 
positive relationship between ROE’S and market-to-book 
ratios for public utilities.” Please provide specific sources 
and citations in support of the stated relationship between 
regulated returns and utilities‘ market-to-book ratios. 

RESPONSE: See the following: 

Benjamin Esty, ”A Note on Value Drivers,” Harvard 
Business School, Case No. 9-297-082, April 7, 1997. This was 
provided in Dr. Woolridge’s work papers under the title 
”HBS - Value Drivers.pdf.” 

In addition, see the attached article: 

William Fruhan, ”Hall of Fame Firms.” 
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TABLE 1-15 
Calculation of thesffact 01 a change in financial s!ructura (via the removal of redundant cash and/or utilizing debt capital) on the reported profit/ 
c o m m o n  equity ratios of the 16M Corp. and Avon Products, Inc. (1966-19751 
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DR. J. RANDALL WOOLRIJXE 

Question 37: On page 31, line 13 of his testimony, Dr. Woolridge provides 
his DCF model as K=D/P + G. Please provide the derivation 
for this model as it is opposed to the traditional model of K= 
Dl/Po + g. 

RESPONSE: See discussion below, prepared in response to this question. 

DCF Dividend Yield Requirement 

The following demonstrates the impact of applying an equity cost rate 
derived from the Discounted Cash Flow (DCF) model to a forecasted, adjusted, 
or end-of-test-year rate base. This is demonstrated using a simple numerical 
example. 

Consider a firm with no debt and a market-to-book ratio of 1.0. 'I'his 
hypothetical firm has a book value and market price equal to $20 per share. The 
firm's most recent quarterly dividend was $.50 which results in a spot dividend 
yield of 10%. The shareholders anticipate that book value, market value, earnings 
per share, and dividends per share are to grow at 5% per year. Thus, over the 
next year investors anticipate receiving: 

E(R) = D ~ + D ~ + D ~ c D ~  + 5% * ($20) 

where: 
E(R) = shareholders' expected return 
DN = quarterly dividends which are expected to grow quarterly 
and at an annual rate of 5%. 

Therefore, 
Dt= 
$.50( 1 +G)' /4 

Do=$.50, D1=$.506,D2=$.512, D3=$.5 19, and D4=$.525. 
where: 
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Thus, shareholders expect to receive four quarterly dividends (all of 
which are greater than the recent $.50 dividend) and an increase in market value 
from $20 to $21 (which reflects 5% annual growth). If the firm is able to increase 
book value by $1 and meet all four dividend payments, then the shareholders 
will earn the expected rate of return. The key question is what rate of return, k, 
must the firm earn on year-end book value to meet the shareholders’ 
expectations. This value of k, detailed below, is the correct cost of comrnon 
equity to be employed in the case. 

Firm’s earnings = shareholders‘ expectations 

k (year-end book value) = dividends + growth 

k ($21.00) = $.506 + $.512 -t* $.519 + $.525 +5% * ($20.00) 

k = (($.506 + $.512 + $.519 + $.525)/$21.00) .t- ($1.00/$21.00) 

k = $2.062/$21 + $1.00/$21.00 k = 9.82% + 4.76% = 14.58% 

The dividend yield on the left, 9.82%, is less than 10% which is the spot 
dividend yield. In addition, the growth rate of 4.76% works out to be less than 
the 5% expected growth rate which is employed in the DCF model. 

To summarize, this example demonstrates that both the spot dividend 
yield and the expected growth rate in the DCF model are overstated, with a 
resulting overstated cost of equity capital estimate, when the cost rate of equity 
capital is applied to a forecasted, adjusted, or end-of-test-year rate base of a 
utility. Therefore, when the overall fair rate of return is applied to rate base that 
includes future adjustments, the dividend yield and the expected growth rate are 
overstated. 
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Question 38: On page 31, line 10 of Dr. Woolridge’s testimony, Dr. 
Woolridge states he adjusts the expected growth rate by 44. 
Please provide the derivation and any citations that support 
this adjustment as it is opposed to the traditional model of K 
= Dl/Po -I- g. 

RESPONSE: See response to Atrnos DR No. 37. 
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Question 39: It appears Dr. Woolridge has employed both historical and 
forecasted growth rates in determining his expected growth 
rate in his DCF analyses; is that correct? If so, please provide 
all citations of generally accepted academic texts that 
indicate historical growth is an appropriate measure of 
expected growth for use in DCF analyses. 

RESPONSE: Dr. Woolridge knows of no theoretical or empirical studies 
that have been performed on the determinants of investors 
expected growth rates. 

Dr. Woolridge has used both historical and forecasted 
growth rates in determining an expected DCF growth rate 
for two reasons: 

1. Historical data on earnings and dividends and other 
financial variables are provided to investors by virtually all 
investment information sources. 

2. As discussed in Dr. Woolridge’s testimony, there is a well- 
known upward bias in the forecasted EPS growth rates of 
Wall Street analysts. Hence, simply relying on these 
forecasts would tend to overstate expected growth rate 
expectations. 
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Question 40: Does Dr. Woolridge agree that analysts consider historical 
performance when determining their forecasts of expected 
growth? Please provide any studies Dr. Woolridge has and 
any citation explaining why it is not redundant to further 
explicitly rely on historical performance to determine 
expected growth. 

RESPONSE: Dr. Woolridge agrees that analysts know of historic 
performance when they make their EPS growth rate 
projections. However, in the DCF model, we are concerned 
with investors’ growth rate expectations. As noted in 
response to Atmos 39, historical data on earnings and 
dividends and other financial variables are provided to 
investors by virtually all investment information sources. In 
addition, there is the well-known upward bias in analysts’ 
forecasted EPS growth rates. For these reasons, it is Dr. 
Woolridge’s opinion the historical growth rate performance 
must be explicitly considered, and there is no issue with 
redundancy becaus.e analysts know of historical 
performance when making their EPS growth rate 
projections. 
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Question 41: On page 55, line 1 of his testimony, Dr. Woolridge states, 
”Hence it is unlikely that investors are going to experience 
high stock market returns due to higher P/E ratios and 
lower interest rates.” 

(A)When did Dr. Woolridge first include this 
statement in his cost of capital testimony before a 
regulatory agency? Please provide the case citation, 
including the regulatory agency and case number. 

(B) Since Dr. Woolridge first presented that statement 
in testimony, have investors experienced high stock 
market returns? 

(C) Please provide all studies and citations that 
support the Statement that “investors expect stock 
market returns of only 7.50%” given recent and 
historical returns. 

(D)Please provide all studies and citations that 
support the statement that ”investors expect stock 
market returns of only 7.50%” is valid today. 

RESPONSE: a. To the best of Dr. Woolridge’s knowledge, the first time 
such a statement was made in his testimony was in the 
Kentucky-American Water Company case (Case No. 2004- 
00103). 

b. The context of the statement is long-term stock returns. 
According to Ibbotson Associates, the stock market returns 
in 2005 and 2006 were 4.89% and 15.79% which, in Dr. 
Woolridge’s opinion, reflect one year with a relatively low 
return and one year with a relatively high return. 
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c. The statement reflects Dr. Woolridge’s opinion and is 
supported by the CFO and Financial Forecaster surveys 
cited in I>r. Woolridge’s testimony. In addition, it is 
reflected in a recent Wall Street Jaurnal oped article by 
well-known economist Burton Malkiel. This article is 
attached. 

d. See response to A h a s  41 (c). 
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Witness Responsible: 
DR. J. RANDALL WOOLRIDGE 

QrJESTION 42: On page 63, line 1 of his testimony, Dr. Woolridge evaluates 
the reasonableness of his recommendation using market-to- 
book ratios. Has Dr. Woolridge performed any analysis to 
determine the impact that non-regulated assets or non- 
regulated earnings have on a utilities’ market-to-book ratios? 
If yes, please provide details of that analysis. 

RESPONSE: Dr. Woolridge has not evaluated the impact of non- 
regulated earnings on utility’s market-to-book ratios. 
However, the utilities in question are predominantly 
regulated public utilities providing gas service and are not 
predominantly in some other business. 
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Question 43: Please provide the coverage ratios for Atmos Energy using 
Dr. Woolridge’s recommendation and the coverage ratios of 
his comparable companies. 

RESPONSE: Dr. Woolridge has not used coverage ratios in supporting 
his recommendation and has not made the calculation. 
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In regard to the Testiinony of Charles W. King 

Witness Responsible: 
CHARLES W. KING 

Question 44. Please provide copies of all workpayers used in preparation 
of testimony by Mr. King. 

RESPONSE: There are no workpapers beyond Exhibit CWK-1. 
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CHARLES W. KING 

Question 45: Please provide copies of all testimonies filed by Mr. King for 
the past three years. 

RESPONSE: Mr. King’s appearances are listed in Attachment B to his 
testimony and are all in the public record. Most of his recent 
testimonies can be found on the web sites of the respective 
commissions. 
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Witness Responsible: 
CHARLES W. KING 

Question 46: Given the objections stated by the witness to the 45 day 
review period, how does the witness reconcile the fact that 
new rates may go into effect in Mississippi under a similar 
mechanism after 55 days? 

RESPONSE: Mr. King has no experience with the Mississippi program. 
However, he does note that the Mississippi plan has a 100 
basis point ”deadbaiid” around a benchmark return. This 
feature may reduce the complexity of the rate review 
process. 
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Witness Responsible: 
CHARLES W. KING 

Question 47: Is there time period (60 days, 75 days, 90 days etc.) over 
which the witness would believe a CRS mechanism is 
feasible? 

RESPONSE: Since the witness does not concede that the CRS mechanism 
is feasible at all, its time period is immaterial. 
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CHARLES W. KING 

Question 48: Is it Mr. King’s positioii that extensive adversarial 
proceedings are a necessity in all or almost all rate filings? 

RESPONSE: Adversarial proceedings are necessary in all rate filings 
because the interests of the utility and its ratepayers are 
adverse. These proceedings do not have to be ”extensive” if 
the parties can find common grouiid for settlement. 
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Witness Responsible: 
CHARLES W. KING 

Question 49: Does the witness agree that extensive adversarial 
proceedings result in longer and inore expensive regulatory 
proceedings? 

RESPONSE: The term ”longer and inore expensive” implies a comparison 
with something else. The witness agrees that extensive 
adversarial proceedings are longer and more expensive than 
less extensive adversarial proceedings. 





Response of the Attorney General to 
Atmos Energy’s Requests for Information to the Attorney General 

Case No. 2006-00464 

Witness Responsible: 
CHARLES W. KING 

Question 50: With reference to page 8, line 14 of Mr. King’s testimony, if a 
retrospective examination of the past year‘s results does not 
have to happen in a rate case, what is the purpose of ail 
historical test period (or base period) in a rate case? 

RESPONSE: In a conventional rate case, the historical test year is 
evaluated only to the extent that it conveys information as to 
tlie utility’s prospective earnings. Typically, the actual 
return earned during the historical period is not a 
determinant of tlie ultimate rate 
adjustment. 





Response of the Attorney General to 
Atmos Energy’s Requests for Information to the Attorney General 

Case No. 2006-00464 

Witness Responsible: 
CHARLES W. KING 

Question 5’1: Would the witness support the proposed CRS if a ”dead 
band” was included in the proposed CRS? 

A) Is there any alternative rate recovery mechanism that the 
witness could support? Please explain. 

B) Is there any aspect of Atmos’ proposed CRS that the 
witness believes is feasible? 

c) Are there any changes to the proposed CRS that the 
witness could make that would allow him to support it? 

RESPONSE: The witness opposes on principle any rate recovery 
meclianism that seeks to guarantee the utility its rate of 
return. The witness coiicurs with Mr. Henkes’ criteria for 
rate recovery mechanisms: 

’ I .  . . if reasonable alternative rate nkecl-tanisms are 
proposed that are not skewed in favor of the utility, 
provide true benefits to the ratepayers, maintain an 
equitable distribution of risk between the ratepayers 
and stockholders, and continue to provide true 
incentives for the utility to operate efficiently and 
provide safe, reliable and adequate utility service at 
the lowest possible cost while having an opportunity 
to earn a reasonable rate of return.” 
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Witness Responsible: 
CHARLES W. KING 

Question 52: Is the objection to the CRS based on the variance from ”traditional 
ratemaking” referred to by Mr. Henkes? 

A. If yes, what are the assumptions on which ”traditional 
ratemaking” is based? 

B. Is it the witness’s position that those assumptions have not 
changed in recent years? 

C. Is it the witness’s position that the market conditions in the 
natural gas industry have not clianged in recent years? 

D. Is it the witness’s position that the natural gas market is 
operating under the same economic conditions that existed 
20 years ago? 

E. Does the witness recognize any changes in the natural gas 
industry over the last 20 years? Please explain the answer. 

RESPONSE: Yes. 
a. The assumptions are those outlined by Mr. Henkes, namely 

that regulation should function as a substitute for 
competition, and that regulation should provide the utility 
with the opportunity, but not a guarantee, to earn its 
authorized rate of return. Regulation should also convey an 
incentive for the utility to maximize the efficiency of its 
operations and to provide the highest quality service. 

b. Yes. 
c. No. 
d. No. 
e. Yes. Among the changes are the following: 

Pipelines may no longer own and sell gas; 
End-use customers may purchase gas directly from 
suppliers rather than from the distribution companies; 
There has been considerable consolidation in the industry; 
Weather normalization adjustments are becoming the norm; 
Interest rates aiid equity costs are much lower; 
The cost of gas has become highly volatile; 
Gas costs have increased; 
Meters and meter-reading have increased in efficiency; 
Cast iron and bare steel pipes are being replaced. 
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Witness Responsible: 
CHARLES W. KING 

Question 53: Is there a level of reduced customer usage that would 
warrant an increase in rates to recover that loss of revenue 
associated with declining usage? Please explain. 

RESPONSE: A reduction in customer usage that cannot be offset by 
productivity improvement a id  results in the utility not 
being able to earn its authorized rate of return would justify 
its fiIing for rate relief. 
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Witness Responsible: 
CHARLES W. KING 

Question 54: What ability does Atmos Energy have to control declining 
customer usage? 

A. What factors does Mr. King believe cause the decline in 

B. Of those factors, which are directly affected by gas cost? 
C. Of these factors, which does the witness believe are 

within Atmos Energy’s control? 
D. How can Atmos Energy recover fixed costs with 

declining usage without a rate increase? 

customer usage? 

RESPONSE: 

a. Mr. King has not made any formal study of this issue, but 
it appears that the high cost of gas and the availability of 
inore efficient appliances and better insulation are the 
principal causes of reduced use per customer. 

b. The availability of inore efficient appliances and better 
iiisulation would probably cause some reduction in per 
customer usage regardless of the price of gas. The high price 
of gas may accelerate the adoption of these gas-saving 
mechanisms. 

c. None are within Atmos’s coiitrol. 

d. By improving the efficiency of its operations, as it has 
done over the past six years, see Henkes response to 
question 8. 
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Witness Responsible: 
CHARLES W. KING 

Question 55: Is there a limit to any utility’s ability to reduce expenses to 
offset reduced customer usage? Please explain. 

RESPONSE: So far, there is no evidence that productivity improvement 
has run its course. So the answer is no. 
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Witness ResponsilAe: 
CHARLES W. KING 

Question 56: Should the risk of decreased customer usage be entirely on 
the shareholders? Please explain. 

A) If the answer is yes, should the return on equity be 
adjusted upward to reflect this increased risk? Please 
explain. 

RESPONSE: Yes. 

a. The answer depeiids upon the basis of the rate of return. 
If the rate of return reflects the risk of other gas distribution 
companies that also bear the risk of decreasing customer 
usage, then the return should not be adjusted upward. 
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Witness Responsible: 
CHARLES W. KING 

Question 57: How does the 37.833 percent increase in rates in Mississippi 
since the Stable Rate Evaluation was implemented in 1992 
compare to the rate of inflation from 1992 to the present? 
Please include a specific reference to changes in the 
Consumer Price Index during this period. 

RESPONSE: The Consumer Price Index has increased from 140.3 to 2.06.7 
since 3 992, an increase of 47.3 percent. 
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Witness Responsible: 
CHARLES W. KING 

Question 58: Which of the ”risk-reducing” rate inechanisms that Atinos 
Energy currently has in Kentucky address affects of 
declining customer usage? 

RESPONSE: The Margin Loss Recovery Rider addresses some of the 
effects of reduced usage. 
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Witness Responsible: 
CHARLES W. KING 

Question 59: Would the witness support a rider mechanism to offset the 
impact of declining customer usage on Atmos Energy’s 
return? If no, please provide an explanation. 

A) If no, how can any utility recover operating costs in a 
declining usage market? 

B) Does the witness believe that customer usage will 
continue to decline? Please explain. 

RESPONSE: The answer is probably no, but the witness would need to 
know more about the program. There are two objections. 
First, from the ciistoiner’s standpoint, such a program makes 
savings from improved appliance efficiency and insulation 
self-defeating. For every reduction, there is an offsetting 
increase in the price of gas. Second, it is desirable to 
maintain pressure on the utility to continue to search for 
further improvements in productivity. Too much protection 
leaves the utility in a cost-plus situation where it loses all 
incentive to enliance its operational performance. 

a. By continuing to pursue cost savings aiid improved 
productivity, as it has done for the past six years. 

b. Probably. 


