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Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR item 101
Witness: Rad Cook

Data Request:
Please provide the most recent Asset Management Plan for Atmos.

Response:

In regard to the company’s physical assets, Atmos does not prepare
comprehensive Asset Management Plans. We do have plans for specific
operational needs of the business but nothing that would be called an Asset
Management Plan (i.e., meter replacement which is regulatory required).



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR ltem 102
Witness: Don Roff

Data Request:

Provide on diskette or CD all tabulations included in the Depreciation Studies and
all data necessary to recreate in their entirety, all analyses and calculations
performed for the preparation of the Depreciation Studies. Provide this and all
electronic data in Excel (or .txt format if appropriate), with all formulae intact.
Provide any record layouts necessary to interpret the data. Include in the
response electronic spreadsheet copies of all of the schedules and/or tables
included in the Depreciation Studies, with all formulae intact.

Response:
Please see CD provided in response to data request AG 1-87.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR ltem 103
Witness: Don Roff

Data Request:

For each plant account, and for each year since the inception of the account up to
and including 2005 (2006 for the SSU assets), provide the following standard
depreciation study data as identified at pages 30-33 of the August 1996 NARUC
Public Utility Depreciation Practices Manual (“NARUC Manual”). Provide the data
in electronic format (Excel or .txt). Provide aged vintage data if available. Use the
codes identified for each type of data, unless the Company regularly uses other
codes. Inthose circumstances, identify and explain the Company’s coding system.

Code Data Type
Addition

Ordinary Retirement

O ©

1 Reimbursement

Sale

Transfer — In

Transfer — Out

Acquisition

Adjustment

N O O by W N

Final retirement of life span
property (see NARUC Manual,
Chapter X)

8 Balance at Study Date

Initial Balance of Installation

Response:

The data for the Kentucky and Shared Services depreciation studies has been
provided in the format in which the studies were performed. The data can be
located on the CD provided in response to data request AG 1-87.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR ltem 104
Witness: Don Roff

Data Request:

If the depreciation study data provided in response to the preceding question is not
the exact set of data used for the Depreciation Studies submitted in this case,
explain all differences and reconcile the amounts provided to those used in the
Depreciation Studies.

Response:

All data provided in the previous response is exactly what was used to perform the
Kentucky and Shared Services Depreciation Studies.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR item 105
Witness: Don Roff

Data Request:

If not provided elsewhere, provide the cost of removal and gross salvage data
used in the Depreciation Studies’ net salvage analyses. If this data differs from
that reflected on the Company’s books, explain the differences and provide a
reconciliation. Provide this data in electronic (Excel or .txt) format.

Response:
Please see the CD provided in response to data request AG 1-87.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464

Attorney General Initial Data Request Dated February 20, 2007

DR ltem 106
Withess: Dan Meziere

Data Request:

Provide the following annual accumulated depreciation amounts for all plant
accounts for the last 10 years (up to, and including, 2008). If the requested data is
not available for the last 10 years, provide the data for as many years as are
available. Provide data in both hard copy and electronic format (Excel or .txt).

a.

®oow

Response:

Beginning and ending reserve balances,
Annual depreciation expense,

Annual retirements,

Annual cost of removal and gross salvage,
Annual third party reimbursements.

Please see attachment Case 2006-00464 AG DR1-106 ATT.
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ATMOS ENERGY CORPORATION - KENTUCKY
Response DR AG-1-106

1999 Depr. Cost of Transfers/
Account Reserve Expense Retirements Salvage Removal Adiustments
Intangible Plant
301.00 8,097 417 - - - -
302.00 116,497 5,993 - - - -
Production Plant
325.20 - - - - - -
325.40 - - - - - -
331.00 3,399 53 - - - -
332.01 45,892 679 - - - -
332,02 513,987 7,606 - - - -
334,00 191,796 3,056 - - - -
336.00 - - - - - -
Storage Plant
350.10 - - - - -
350.20 4,425 43
351.00 498 200 - - - -
351.02 95,738 2,667 - - - -
351,03 23,582 500 - - - -
351.04 111,485 3,126 - - - -
352.00 24,442 1,268 - - - -
352,01 1,413,900 69,759 (59,273) - (29,992) -
352.02 511,032 17,275 - - - -
352.03 - 2,118 - - - -
352.10 182,000 1,709 ~ - - -
352.11 44170 1,150 - - - -
353.01 178,086 3,409 - - - -
353.02 213,990 4,001 - - - -
354.00 416,891 10,621 - - - -
355.00 243,983 7,380 - - - -
356,00 239,726 4,616 - - - -
Transmission Plant
365,10 - -
365.20 290,043 3,842
366.02 5,141 212
366.03 53,926 991
367.00 236,561 5,491
367.01 13,438,314 208,481 (7,957)
369.00 12,253 4,006

369.01 1,475,327 66,653



Account
Distribution Plant
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
379.03
379.05
380.00
381.00
382.00
383.00
384.00
385.00
386.00

General Plant
389.00
390.02
390.03
390.04
390.09
391.00
391.03
392.00
392.01
392.02
394.00
396.03
396.04
396.05
397.00
397.01
397.02
397.05
398.00
399.01
399.02
399.03
399.06
399.07
399.08
399.24

Total Div. 009

ATMOS ENERGY CORPORATION - KENTUCKY
Response DR AG-1-106

1999 Depr. Cost of Transfers/
Reserve Expense Retirements Salvage Removal Adjustments
11,840 661
- 461
68,570 2,278 (677) (3,054)
31,311 1,001
3,106 127 (3,513)
004,774 97,205
29,437,601 1,381,933 {50,359) (34,140)
4,137,661 636,229 (17,364) (46,190)
997,833 57,746
- 1,000
921,058 45,811 (12,823) (2,234)
17,684,727 2,644,073 (436,424) (559,854)
6,860,313 636,504 - - -
5,733,606 474,670 (79,200) (414,823)
1,694,332 120,453
61,439 5,056
1,336,136 90,058 (681) (1,698)
1,350 171 ’
- (5,000)
70,625 3,862
5,286 2,331
2,907 378
648,125 94,712 8,572
596,167 160,003
598,573 13,502 (13,341)
2,529,939 460,831 (810,884) 134,694
238,915 3,869
101,523 11,132 10,742 (25,384)
1,624,795 109,264
271,308 37,145
320,401 27,459 (153,880) 54,000
48,546 3,511
641,302 100,974
21,989 3,290
1,540 1,230
7,723 6,503
23,348 4,659
88,605 177,210
75,396 50,264
34,622 69,245
625,729 616,522 (39,452) 345
18,628 44,048
237,591 450,323
240,216 160,144
98,313,638 9,335,170 (1,690,827) 199,781  (1,117,370) 8,572
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Account
Intangible Plant
301.00
302.00

Production Plant
325.20
325.40
331.00
332.01
332.02
334.00
336.00

Storage Plant
350.10

350.20
351.00
351.02
351.03
351.04
352.00
352.01
362.02
352.03
3562.10
362,11
383.01
353.02
354.00
355.00
356.00

Transmission Plant
365.10
365.20
366.02
366.03
367.00
367.01
369.00
369.01

2000 Depr. Cost of Transfers/
Reserve Expense Retirements  Salvage Removal Adjustments
8,513 382
122,490 5,493
3,453 49
46,571 622
521,593 6,972
194,852 3,056
4,468 43
698 200
98,405 2,816
24,083 447
114,611 2,790
25,710 1,703
1,394,393 57,277
528,307 14,416
2,118 5,084
183,710 536
45,319 999
181,495 2,410
217,991 2,828
427 511 7,845
251,363 5,950
244 342 3,161
293,885 4,150
5,353 206
54,916 961
242,053 4,686 (6,910)
13,728,838 245,170
16,260 4,181
1,541,980 63,098 (2,183)
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Account
Distribution Plant
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
379.03
379.05
380.00
381.00
382.00
383.00
384.00
385.00
386.00

General Plant
389.00
390.02
390.03
390.04
390.09
391.00
391.03
392.00
392.01
392.02
394.00
396.03
396.04
396.05
397.00
397.01
397.02
397.05
398.00
399.01
399.02
399.03
399.06
399.07
399.08
399.24

Total Div. 009

2000 Depr. Cost of Transfers/
Reserve Expense Retirements  Salvage Removal Adiustments
12,501 754
481 355
67,118 2,061
32,311 909
(279) 78
1,001,979 88,187 (550)
30,735,035 1,294,603 (124,413) (39,809) (5,000)
4,710,336 398,046 (55,346) (60,437)
1,055,578 54,869
1,000 5,465
951,811 42,058
19,232,622 3,137,067 (1,081,065) (450,538)
7,496,818 656,035
5,714,252 491,091 (57,297) (161,169)
1,814,785 119,755
66,496 5,199
1,423,816 90,443 (16,167) - (7,896)
1,621 171
(5,000) 5,000
74,486 3,862
7,617 4,838
3,286 378
751,409 93,507 (73,208)
756,170 161,066 (72,169) (28) (154,665)
59,734 16,619
2,314,580 386,934 (549,771) 7,661 52,603
242,784 (113,622) 1,760
98,012 10,833
1,634,059 101,652 (18,601)
308,453 37,145
247,980 23,426
50,058 3,486 (1,617)
742,276 82,411 (117,409)
25,279 3,023
2,771 1,130
14,227 6,334
28,007 11,094
265,815 139,195 (342,137)
125,660 17,012
103,867 51,336 (8,065)
1,203,144 571,317 (296,261)
62,676 43,624 (24,365)
687,914 346,454 (934,826)
400,360 -
105,048,864 8,951,356 (2,099,712) 9,321 (719,876) (1,898,331)
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2001 Depr. Cost of Transfers/
Account Reserve Expense  Retirements Salvage Removal Adiustments
Intangible Plant
301.00 8,895 -
302.00 127,983 -
Production Plant
325.20 - -
325.40 - -
331.00 3,502 -
332.01 47,193 -
332.02 528,566 -
334.00 197,908 2,802
336.00 - -
Storage Plant
350.10 - -
350.20 4,512 43
351.00 897 200
351.02 101,220 3,085
351.03 24,529 447
351.04 117,401 2,790
352.00 27,412 1,702
352.01 1,451,670 57,277
352.02 542,723 14,416
352.03 7,203 5,084
352.10 184,245 536
352.11 46,319 999
353.01 183,905 2,410
353.02 220,819 2,828
354.00 435,356 8,051
355.00 257,314 5,950
356.00 247,502 3,161
Transmission Plant

365.10 - 10
365.20 298,035 5,647
366.02 5,559 206
366.03 55,878 961
367.00 239,829 4,647
367.01 13,974,009 255,042 (2,750)
369.00 20,441 4,208

369.01 1,602,895 63,073



Account
Distribution Plant
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
379.03
379.05
380.00
381.00
382.00
383.00
384.00
385.00
386.00

General Plant
389.00
390.02
390.03
390.04
390.09
391.00
391.03
392.00
392.01
392.02
394.00
396.03
396.04
396.05
397.00
397.01
397.02
397.05
398.00
399.01
390.02
399.03
399.06
399.07
399.08
3990.24

Total Div. 009

2001
Reserve

13,254

816
69,179
33,220

(201)
1,089,616
31,860,416
4,992,599
1,110,447
6,465
993,870
20,837,986
8,152,853
5,986,877
1,934,540
71,695
1,490,196
1,692

78,348
12,455
3,664
771,710
690,374
76,353
2,211,007
130,922
108,846
1,717,110
345,598
271,406
51,926
707,279
28,302
3,901
20,561
39,102
62,872
142,673
147,138
1,478,200
81,934
99,542
400,360

109,291,721

Depr.
Expense

754

3,954
2,061

909

78

75,577
1,404,091
415,450
55,402
18,377
42,058
3,400,469
676,456
580,626
122,984
5,199
96,062
171

3,862
11,764
378
66,783
109,100
13,834
343,954
10,411
95,993
35,804
20,077
3,486
42,891
2,420
6,955
10,940
50,584
25,149

65,660
470,686
41,162
34,845

8,807,978

Cost of Transfers/

Retirements  Salvage Removal Adjustments
(42,058) (7,962) (5,320)
(70,312) (12,454) (122)

(353,920) (282,498)
(250,858) (1,139,462)
(69)
(94,923)
(216,646) 35,292
14,643
(764,651) (14,643)
(96,930) 12,771
(177,921) 9,000
(4,028) 708
(23,158)
(7,414)
(7,567)
(18)
(142,673)
(190,623) 372
0
(400,360)

(2,303,828)

57,771 (1,442,375) (548,120)
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2002 Depr. Cost of Transfers/
Account Reserve Expense Retirements Salvage Removal Adjustmenis
Intangible Plant
301.00 8,895 (565)
302.00 127,983 (8,131)
Production Plant
325.20 - -
325.40 - (3)
331.00 3,502 9)
332.01 47,193 (31)
332.02 528,566 (1,145)
334.00 200,710 (2,241)
336.00 - -
Storage Plant
350.10 - -
350.20 4,555 36
351.00 1,097 167
351.02 104,306 2,568
351.03 24,976 (1,912)
351.04 120,191 2,325
352.00 29,114 1,412
352.01 1,508,946 67,691
352.02 557,139 (27,587)
352.03 12,287 4,237
352.10 184,781 (6,340)
352,11 47,318 833
353.01 186,315 (8,216)
353.02 223,646 (14,660)
354.00 443,407 6,876
355.00 263,264 4,959
356.00 250,663 (8,071)
Transmission Plant

365.10 10 6
365.20 303,682 5,945
366.02 5,764 171
366.03 56,839 801
367.00 244,476 4,116
367.01 14,226,301 285,807
369.00 24,649 3,531

369.01 1,665,968 52,561



Account
Distribution Plant
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
379.03
379.05
380.00
381.00
382.00
383.00
384.00
385.00
386.00

General Plant
389.00
390.02
390.03
390.04
390.09
391.00
391.03
392.00
392.01
392.02
394.00
396.03
396.04
396.05
397.00
397.01
397.02
397.05
398.00
399.01
399.02
390.03
390.06
399.07
399.08
399.24

Total Div. 009

2002 Depr. Cost of Transfers/
Reserve Expense Retirements Salvage Removal  Adjustments
- 14,102
14,008 781
4,770 3,714
71,240 1,718
34,128 757
(123) 65
1,165,193 114,801 (120)

33,209,167 1,221,157 (35,048) (16,094)
5,325,162 1,276,190 (76,936) (26,108)
1,165,850 48,575

19,842 18,248
1,035,928 35,049

23,602,038 3,200,502 (573,781) (600,977)

8,829,309 449,203  (9,244,466)
5,177,184 596,390 (312,393) (536,125)
2,057,523 103,769 (68)
76,894 4,333
1,686,257 84,442
1,863 142
- 14,230
82,209 3,218
24,219 11,536
4,042 315
838,493 67,884
799,405 94,947
(4,736) 8,197 (15,380)
2,374,507 220,827  (2,730,409) 98,068
130,922 . (36,389) 1,600
133,899 7,973 (1,871)
1,033,810 68,289 (61,408)
297,243 20,600 (302,478)
122,561 13,850 (30,987)
52,092 2,436 (24,312)
750,170 37,559
7,564 1,514
3,442 1,924 (4,941)
23,933 13,469
89,667 106,428
88,021 20,957
- 5,472
212,799 49,245
1,758,635 512,705 (158,354) 2,788
123,087 29,375 (54,807)
134,387 29,038
113,863,146 8,860,682 (13,609,341) 131,831  (1,234,112) -
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Account
Intangible Plant
301.00
302.00

Production Plant
325.20
325.40
331.00
332.01
332.02
334.00
336.00

Storage Plant
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

Transmission Piant
365.10
365.20
366.02
366.03
367.00
367.01
369.00
369.01

2003 Depr. Cost of Transfers/
Reserve Expense Retiremenis  Salvage Removal Adjustments
8,330 -
119,853 -
(3) 3
3,492 -
47,163 -
527,421 634
198,469
4,591 43
1,264 200
106,874 3,084
23,064 37
122,516 2,790
30,526 1,702
1,676,637 57,277
529,551 1,201
16,524 5,084
178,441 45
48,151 999
178,099 201
208,987 236
450,283 8,256
268,223 5,950
242,502 263
16 -
309,627 7,229
5,936 1,632
57,640 961
248,592 5,146
14,512,109 272,179
28,181 4,237
1,718,529 63,073
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Account
Distribution Plant
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
379.03
379.05
380.00
381.00
382.00
383.00
384.00
385.00
386.00

General Plant
389.00
390.02
390.03
380.04
390.09
391.00
391.03
392.00
392.01
392.02
394.00
396.03
396.04
396.05
397.00
397.01
397.02
397.05
398.00
399.01
399.02
399.03
399.06
399.07
399.08
399.24

Total Div, 009

2003 Depr. Cost of
Reserve Expense Refirements  Salvage Removal Adjustments
14,102 34,070
14,789 1,773
8,484 5,195
72,957 2,061
34,886 209
(58) 78
1,279,874 163,134 (742)

34,379,182 1,478,480 (44,722) (29,573)
6,498,307 501,473 (18,131) (21,158)
1,214,425 61,110

38,090 27,360
1,070,977 42,055 (302)
25,627,782 4,150,758 (127,032) (478,685)
34,046 443,556
4,925,056 825,961 (203,956) (621,798)
2,161,225 128,620
81,226 5,199
1,670,700 110,417
2,005 171
14,230 14,230
85,427 3,862
35,755 16,272
4,357 293
908,377 64,836
894,352 132,090
(11,918) 8,437 (37,461)
(28,008) 94,000 (470,474) 18,935
96,134 (34,663) 1,660
140,000 7,236 (7,062) 679
1,040,691 75,703 (517,271)
15,364 14,058 (100,915)
105,424 11,780 (93,112)
30,216 2,064 (10,023)
787,728 52,041
9,077 1,816
425 2,206
37,401 16,267
196,096 182,219
108,979 25,149
5,472 108,935
262,044 69,508
2,115,774 228,609 (176,848)
97,654 28,859
163,425 64,261
108,012,206 9,649,574  (1,842,715) 21,274  (1,051,214)

Page 10 of 14



Account
Intangible Plant
301.00
302.00

Production Plant
325.20
325.40
331.00
332.01
332.02
334.00
336.00

Storage Plant
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

Transmission Plant
365.10
365.20
366.02
366.03
367.00
367.01
369.00
369.01

2004 Depr. Cost of Transfers/
Reserve Expense Retirements  Salvage Removal Adijustments
8,330
119,853
3,492
47,163
528,055 1,902
198,469
4,634 43
1,463 118
109,958 3,023
23,101 438
125,306 2,735
32,228 1,702
1,633,914 49,322
530,753 12,414
21,609 1,695 847
178,485 134
49,151 9399
178,300 . 2,362
209,223 2,772
458,540 7,944
274173 5,950
242,855 790
16
316,856 7,229
7,568 2,965
58,602 961
253,738 5,035 (3,197)
14,784,288 268,167 (19,322) (28,499)
32,418 4,237
1,781,602 63,073
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Accaount
Distribution Plant
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
379.03
379.05
380.00
381.00
382.00
383.00
384.00
385.00
386.00

General Plant
389.00
390.02
390.03
390.04
390.09
391.00
391.03
392.00
392.01
392.02
394.00
396.03
396.04
396.05
397.00
397.01
397.02
397.05
398.00
399.01
399.02
399.03
399.06
399.07
399.08
399.24

Total Div. 009

2004 Depr. Cost of Transfers/
Reserve Expense Retiremenis  Salvage Bemoval Adjustments
48,172 8,973
16,562 2,440
13,679 5,990
75,019 2,061
35,794 909
20 78
1,442,266 215,113 (80,822)
35,783,366 1,469,135 (182,498) (22,918)
6,960,490 546,121 (42,262) (9,178) 1,347
1,275,535 63,504
65,450 29,984
1,112,730 42,051
29,172,823 4,578,131 (540,726) (257,366)
477,602 458,446
5,025,263 950,097 (110,560) (157,057) 1,835
2,289,845 134,777 (4,054)
86,425 5,199
1,781,117 117,457
2,176 171
28,459
89,289 3,739 644
52,027 15,893 1,783
4,650 201 63
971,213 59,410 125,333
842,090 153,821
(40,943) 6,762
(385,547) 60,962 (383,696) 66,445 (1,686) 1,004,922
63,130 (14,797) 47) (4,973)
140,853 6,397 (10,563) 575 6 759
509,123 70,050 (43,563) 200 (8)

(71,493) 9,012 (42,281) 12,288 42 251,411
24,092 7,796 111,721
22,257 1,322 - 160 (5) 16,441

510,259 58,348
10,894 1,628 (31,526)

2,631 2,204 (910)
53,669 16,267

378,315 221,556

134,128 25,149

114,407 4,054

331,552 73,106

2,167,535 397,040
126,513 32,607
227,686 72,304
114,275,262 10,376,263  (1,510,779) 79,667 (476,713) 1,602,134
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Account
Intangible Plant
301.00
302.00

Production Plant
325.20
325.40
331.00
332,01
332.02
334.00
336.00

Storage Plant
350.10

3560.20
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

Transmission Plant
365.10
365.20
366.02
366.03
367.00
367.01
369.00
369.01
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2005 Depr. Cost of Transfers/ 20086

Reserve Expense  Retirements Removal Adiustments Reserve
8,330 - 8,330
119,853 119,853
3,492 3,492
47,163 47,163
529,956 529,956
198,469 198,469
4,677 5 4,682
1,581 91 1,672
112,981 3,084 116,065
23,539 447 23,985
128,040 2,790 130,830
33,930 1,702 35,633
1,683,235 57,277 1,740,512
543,166 14,416 557,582

24,151 23,304 (47,455) -
178,619 178,619
50,150 999 51,150
180,662 2,410 183,071
211,994 2,828 214,822
466,483 8,256 474,740
280,123 5,950 286,074
243,645 - 243,645
16 - 16
324,084 7,344 331,429
10,5633 2,976 13,509
59,563 961 60,525
255,576 5,143 260,719
15,004,634 274,821 (2,765) (5,224) 15,271,466
36,656 4,237 40,893
1,844,675 63,073 1,907,749



Account
Distribution Plant
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
379.03
379.05
380.00
381.00
382.00
383.00
384.00
385.00
386.00

General Plant
389.00
390.02
390.03
390.04
390.09
391.00
391.03
392.00
392.01
392.02
394.00
3986.03
396.04
396.05
397.00
397.01
397.02
397.05
398.00
399.01
399.02
399.03
399.06
399,07
399.08
399.24

Total Div. 009

Page 14 of 14

2005 Depr. Cost of Transfers/ 2006
Reserve Expense Retiremenis  Salvage Removal Adiustments Reserve
57,145 57,145
19,002 3,276 22,278
19,669 6,085 25,754
77,080 2,061 79,141
36,703 209 37,611
98 78 176
1,576,557 230,367 40,283 (8,347) 1,838,859
37,047,085 1,515,393 (244,942) (351,639) 359,733 38,325,631
7,456,518 504,148 (49,624) (120,053) 7,880,989
1,339,129 69,183 (12,627) (7,595) 2,503 1,390,592
95,435 31,426 126,861
1,154,780 42,051 1,196,831
32,052,863 4,922,048 (1,319,886) (760,812) 35,794,213
936,048 461,812 (359,733) 1,038,127
5,709,578 1,043,739 (627,453) (943,844) 5,282,019
2,420,567 140,357 2,560,924
91,625 5,199 06,824
1,898,574 123,184 2,021,758
2,346 157 (2,503) -
28,459 - 28,459
093,672 3,968 (644) 96,096
69,702 16,349 (1,783) 84,269
4,913 231 (63) 5,081
1,155,956 67,312 (125,333) 1,097,934
995,911 187,728 (548,104) 585,535
(34,180) 6,734 (806) (28,253)
451,399 49,397 (82,381) (1,097,888) (679,473)
43,313 (21,372) 4,973 26,913
138,027 9,206 (27,842) (759) 118,632
625,804 60,141 (578,946) 106,999
158,979 7,550 (62,479) (251,411) (147,361)
143,610 7,895 (28,350) (111,721) 11,434
40,175 1,301 (25,467) (16,441) (432)
568,606 59,451 628,057
(19,104) 174 (18,930)
3,925 2,159 6,084
69,936 16,267 86,204
599,870 255,555 855,426
159,277 16,713 175,990
118,461 118,461
404,658 73,134 477,791
2,564,576 249,133 2,813,709
159,120 38,512 197,633
299,990 65,282 365,271
124,345,834 10,817,776  (3,492,760) - (2,197,515) (1,648,525) 127,824,810




Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR item 107
Witness: Dan Meziere

Data Request:
Provide a summary of annual maintenance expense by USOA account (for all
accounts) for the last 20 years. If the requested data is not available for the last 20
years, provide the data for as many years as are available. Provide data in both

hard copy and electronic format.

Response:

Piease see the attachment labeled Case 2006-00464 AG DR1-107 ATT.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR item 108
Witness: Don Roff

Data Request:

Explain what consideration, if any, was given to annual maintenance expense data
in Mr. Roff’'s estimation of service lives, dispersion patterns and net salvage.

Response:

While Mr. Roff did not specifically review the Company’s maintenance expenses,
the effect of maintenance on the Company’s assets is reflected in the Company’s
books and records.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR ltem 109
Witness: Dan Meziere

Data Request:

Please provide a comparison of the annual cost of removal and gross salvage
amounts shown on the Company’s federal tax returns with the corresponding book
amounts, for the last 5 years. Provide the annual deferred tax expense associated
with each of the differences. Also, provide the beginning and ending accumulated
deferred tax balances and state whether they are rate base additions or rate base

deductions.

Response:
Please see attachment labeled Case 2006-00464 AG DR1-109 ATT for the
requested information.
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ATMOS ENERGY CORPORATION - KENTUCKY
Response AG DR 1-109

1999 Depr. Cost of Transfers/
Account Reserve Expense Refirements Salvage RBemoval Adjusiments
Intangible Plant
301.00 8,097 417 - - - -
302.00 116,497 5,993 - - - -
Production Plant
325.20 - - - - - -
325.40 - - - - - -
331.00 3,399 53 - - - -
332.01 45,892 679 - - - -
332.02 513,987 7,606 - - - -
334.00 191,796 3,056 - - - -
336.00 - - - - - -
Storage Plant
350.10 - - - - - -
350.20 4,425 43
351.00 498 200 - - - -
351.02 95,738 2,667 - - - -
351.03 23,582 500 - - - -
351.04 111,485 3,126 - - - -
352.00 24,442 1,268 - - - -
352.01 1,413,900 69,759 (59,273) - (29,992) -
352.02 511,032 17,275 - - - -
352.03 - 2,118 - - - -
352.10 182,000 1,709 - - - -
352.11 44170 1,150 - - - -
353.01 178,086 3,409 - - - -
353.02 213,990 4,001 - - - -
354.00 416,891 10,621 - - - -
355.00 243,983 7,380 - - - -
356.00 239,726 4,616 - - - -
Transmission Plant
365.10 - -
365.20 290,043 3,842
366.02 5,141 212
366.03 53,926 991
367.00 236,561 5,491
367.01 13,438,314 298,481 (7,957)
369.00 12,253 4,006

369.01 1,475,327 66,653
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ATMOS ENERGY CORPORATION - KENTUCKY
Response AG DR 1-109

1999 Depr. Cost of Transfers/
Account Reserve Expense Retirements Salvage Removal Adjustments
Distribution Plant

374.00 -

374.01 -

374.02 11,840 661

374.03 - -

375.00 - 461

375.01 68,570 2,278 (677) (3,054)

375.02 31,311 1,001

375.03 3,106 127 (3,513)

376.00 904,774 97,205

376.01 29,437,601 1,381,933 (50,359) (34,140)

376.02 4,137,661 636,229 (17,364} (46,190)

378.00 997,833 57,746

379.00 - 1,000

379.03 - -

379.05 921,058 45,811 (12,823} (2,234)

380.00 17,584,727 2,644,073 (436,424) (559,854)

381.00 6,860,313 636,504

382.00 5,733,606 474,670 (79,200) (414,823)

383.00 1,694,332 120,453
384.00 61,439 5,056
385.00 1,336,136 90,058 (681) (1,698)
386.00 1,350 171
General Plant
389.00 - (5,000)
390.02 70,625 3,862
390.03 5,286 2,331
390.04 2,907 378
390.09 648,125 94,712 8,572
391.00 596,167 160,003
391.03 59,573 13,502 (13,341)
392.00 2,529,939 460,831 (810,884) 134,694
392.01 238,915 3,869
392,02 101,623 11,132 10,742 (25,384)

394.00 1,624,795 109,264
396.03 271,308 37,145
396.04 320,401 27,459 (153,880) 54,000

396.05 46,546 3,511
397.00 641,302 100,974
397.01 21,989 3,290
397.02 1,540 1,230
397.05 7,723 6,503
398.00 23,348 4,659
399.01 88,606 177,210
399.02 75,396 50,264
399.03 34,622 69,245
399.06 625,729 616,522 (39,452) 345
399.07 18,628 44,048

399.08 237,591 450,323
399.24 240,216 160,144

Total Div. 009 98,313,638 9,335,170  (1,690,827) 199,781  (1,117,370) 8,572




Account
Intangible Plant
301.00
302.00

Production Plant
325.20
325.40
331.00
332.01
332.02
334.00
336.00

Storage Plant
350.10

350.20
351.00
351.02
351.03
351.04
352.00
352.01
3562.02
352.03
352.10
352.11
353.01
353.02
354.00
355.00
356.00

Transmission Plant
365.10
365.20
366.02
366.03
367.00
367.01
369.00
369.01

2000 Depr. Cost of Transfers/
Reserve Expense Retirements  Salvage Removal Adjustments
8,513 382
122,490 5,493
3,453 49
46,571 622
521,593 6,972
194,852 3,056
4,468 43
698 200
98,405 2,816
24,083 447
114,611 2,790
25,710 1,703
1,394,393 57,277
528,307 14,416
2,118 5,084
183,710 536
45,319 999
181,495 2,410
217,991 2,828
427,511 7,845
251,363 5,850
244,342 3,161
293,885 4,150
5,353 206
54,916 961
242,053 4,686 (6,910)
13,728,838 245,170
16,260 4,181
1,541,980 63,098 (2,183)
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Account
Distribution Plant
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
379.03
379.05
380.00
381.00
382.00
383.00
384.00
385.00
386.00

General Plant
389.00
390.02
390.03
390.04
390.09
391.00
391.03
392.00
392.01
392.02
394.00
396.03
396.04
396.05
397.00
397.01
397.02
397.05
398.00
399.01
399.02
399.03
399.06
399.07
399.08
399.24

Total Div. 009

2000 Depr. Cost of Transfers/
Reserve Expense Betirements Salvage Removal Adjustments
12,501 754
461 355
67,118 2,061
32,311 909
(279) 78
1,001,979 88,187 (550)
30,735,035 1,294,603 (124,413) (39,809) (5,000)
4,710,336 398,046 (55,346) (60,437)
1,055,578 54,869
1,000 5,465
951,811 42,058
19,232,522 3,137,067 (1,081,065) (450,538)
7,496,818 656,035
5,714,252 491,091 (57,297) (161,169)
1,814,785 119,755
66,496 5,199
1,423,816 90,443 (16,167) - (7,896)
1,621 171
(5,000) 5,000
74,486 3,862
7,617 4,838
3,286 378
751,409 93,507 (73,206)
756,170 161,066 (72,169) (28) (154,665)
59,734 16,619
2,314,580 386,934 (549,771) 7,561 52,603
242,784 (113,622) 1,760
98,012 10,833
1,634,059 101,652 (18,601)
308,453 37,145
247,980 23,426
50,058 3,486 (1,617)
742,276 82,411 (117,409)
25,279 3,023
2,771 1,130
14,227 6,334
28,007 11,094
265,815 139,195 (342,137)
125,660 17,012
103,867 51,336 (8,065)
1,203,144 571,317 {296,261)
62,676 43,624 (24,365)
687,914 346,454 (934,826)
400,360 -
105,048,964 8,951,356 (2,099,712} 9,321 (719,876) (1,898,331)
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2001 Depr. Cost of Transfers/
Account Reserve Expense Retirements  Salvage Removal Adiustments
Intangible Plant
301.00 8,895 -
302.00 127,983 -
Production Plant
325.20 - -
325.40 - -
331.00 3,502 -
332.01 47,193 -
332.02 528,566 -
334.00 197,908 2,802
336.00 - -
Storage Plant
350.10 - -
350.20 4512 43
351.00 897 200
351.02 101,220 3,085
351.03 24,529 447
351.04 117,401 2,790
352.00 27,412 1,702
352.01 1,451,670 57,277
352.02 542,723 14,416
352.03 7,203 5,084
352.10 184,245 536
352,11 46,319 999
353.01 183,905 2,410
353.02 220,819 2,828
354.00 435,356 8,051
355.00 257,314 5,950
356.00 247,502 3,161
Transmission Plant

365.10 - 10
365.20 298,035 5,647
366.02 5,659 206
366.03 55,878 961
367.00 239,829 4,647
367.01 13,974,009 255,042 (2,750)
369.00 20,441 4,208

369.01 1,602,895 63,073



Account
Distribution Plant
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
379.03
379.05
380.00
381.00
382.00
383.00
384.00
385.00
386.00

General Plant
389.00
390.02
390.03
390.04
390.09
391.00
391.03
392.00
392.01
392.02
394.00
396.03
396.04
396.05
397.00
397.01
397.02
397.05
398.00
399.01
399.02
399.03
399.06
399.07
399.08
399.24

Total Div. 009

2001
Reserve

13,254

816
69,179
33,220

(201)
1,089,616
31,860,416
4,992,599
1,110,447
6,465
993,870
20,837,986
8,152,853
5,986,877
1,934,540
71,695
1,490,196
1,692

78,348
12,455
3,664
771,710
690,374
76,353
2,211,907
130,922
108,846
1,717,110
345,598
271,408
51,926
707,279
28,302
3,901
20,561
39,102
62,872
142,673
147,138
1,478,200
81,934
99,542
400,360

109,291,721

Depr.
Expense

754

3,954
2,061

908

78

75,577
1,404,091
415,450
55,402
13,377
42,058
3,400,469
676,456
580,626
122,984
5,199
96,062
171

3,862
11,764
378
66,783
109,100
13,834
343,954

10,411
95,993
35,804
20,077

3,486
42,891

2,420

6,955
10,940
50,584
25,149

65,660
470,686
41,152
34,845

8,807,978

Cost of Transfers/

Retirements  Salvage Removal Adjustments
(42,058) (7,962) (5,320)
(70,312) (12,454) (122)

(353,920) (282,498)
(250,858) (1,139,462)
(69)
(94,923)
(216,646) 35,292
14,643
(764,651) (14,643)
(96,930) 12,771
(177,921) 9,000
(4,028) 708
(23,158)
(7,414)
(7,567)
(18)
(142,673)
(190,623) 372
0
(400,360)

(2,303,828)

57,771 (1,442,375) (548,120)
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2002 Depr. Cost of Transfers/
Account Reserve Expense Retirements Salvage Removal Adjustments
Intangible Plant
301.00 8,895 (565)
302.00 127,983 (8,131)
Production Plant
325.20 - -
325.40 - (3)
331.00 3,502 (9)
332.01 47,193 (31
332.02 528,566 (1,145)
334.00 200,710 (2,241)
336.00 - -
Storage Plant
350.10 - -
350.20 4,555 36
351.00 1,097 167
351.02 104,306 2,568
351.03 24,976 (1,912)
351.04 120,191 2,325
352.00 29,114 1,412
352.01 1,508,946 67,691
352.02 557,139 (27,587)
352.03 12,287 4,237
352.10 184,781 (6,340)
352.11 47,318 833
353.01 186,315 (8,216)
353.02 223,646 (14,660)
354.00 443,407 6,876
355.00 263,264 4,959
356.00 250,663 (8,071)
Transmission Plant

365.10 10 6
365.20 303,682 5,945
366.02 5,764 171
366.03 56,839 801
367.00 244,476 4,116
367.01 14,226,301 285,807
369.00 24,649 3,531

369.01 1,665,968 52,561



Account
Distribution Plant
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
379.03
379.05
380.00
381.00
382.00
383.00
384.00
385.00
386.00

General Plant
389.00
390.02
390.03
390.04
390.09
391.00
391.03
392.00
382.01
392.02
394.00
396.03
396.04
396.05
397.00
397.01
397.02
397.05
398.00
399.01
399.02
399.03
399.06
399.07
399.08
399.24

Total Div. 009

2002 Depr. Cost of Transfers/
Reserve Expense Retirements Salvage Removal Adjusiments
- 14,102
14,008 781
4,770 3,714
71,240 1,718
34,128 757
(123) 65
1,165,193 114,801 (120}

33,208,167 1,221,157 (35,048) (16,094)
5,325,162 1,276,190 (76,936) (26,108)
1,165,850 48,575

19,842 18,248
1,035,928 35,049

23,602,038 3,200,502 (573,781) (600,977)
8,829,309 449,203  (9,244,466)

5,177,184 596,390 (312,393) (536,125)

2,057,523 103,769 (68)

76,894 4,333
1,586,257 84,442
1,863 142
- 14,230
82,209 3,218
24,219 11,536
4,042 315
838,493 67,884
799,405 94,047
(4,736) 8,197 (15,380)

2,374,507 220,827  (2,730,409) 98,068
130,922 - (36,389) 1,600
133,899 7,973 (1,871)

1,033,810 68,289 (61,408)

297,243 20,600 (302,478)
122,561 13,850 (30,987)
52,082 2,436 (24,312)
750,170 37,5659

7,564 1,514

3,442 1,924 (4,941)
23,933 13,469

89,667 106,428

88,021 20,957

- 5,472
212,799 49,245

1,758,635 512,705 (158,354) 2,788
123,087 29,375 (54,807)
134,387 29,038

113,863,146 8,860,682 (13,609,341) 131,831  (1,234,112) -
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Account
Intangible Plant
301.00
302.00

Production Plant
325.20
325.40
331.00
332.01
332.02
334.00
336.00

Storage Plant
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

Transmission Plant
365.10
365.20
366.02
366.03
367.00
367.01
369.00
369.01

2003 Depr, Cost of Transfers/
Reserve Expense Retirements  Salvage Removal  Adjustments
8,330 -
119,853 -
(3) 3
3,492 -
47,163 -
527.421 634
198,469
4,591 43
1,264 200
106,874 3,084
23,064 37
122,516 2,790
30,526 1,702
1,676,637 57,277
529,551 1,201
16,524 5,084
178,441 45
48,151 999
178,099 201
208,987 236
450,283 8,256
268,223 5,950
242 592 263
16 -
309,627 7,229
5,936 1,632
57,640 961
248,592 5,146
14,512,109 272,179
28,181 4,237
1,718,529 63,073
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Account
Distribution Plant
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
379.03
379.05
380.00
381.00
382.00
383.00
384.00
385.00
386.00

General Plant
389.00
390.02
390.03
390.04
390.09
391.00
391.03
392.00
392.01
392.02
394.00
396.03
396.04
396.05
397.00
397.01
397.02
397.05
398.00
399.01
399.02
399.03
399.06
399.07
399.08
389.24

Total Div. 009

2003 Depr. Cost of Transfers/
Reserve Expense Retirements  Salvage Removal Adjustments
14,102 34,070
14,789 1,773
8,484 5,195
72,957 2,061
34,886 909
(58) 78
1,279,874 163,134 (742)
34,379,182 1,478,480 (44,722) (29,573)
6,498,307 501,473 (18,131) (21,158)
1,214,425 61,110
38,090 27,360
1,070,977 42,055 (302)
25,627,782 4,150,758 (127,032) (478,685)
34,046 443,556
4,925,056 825,961 (203,956) (521,798)
2,161,225 128,620
81,226 5,199
1,670,700 110,417
2,005 171
14,230 14,230
85,427 3,862
35,755 16,272
4,357 293
906,377 64,836
894,352 132,090 (184,353)
(11,918) 8,437 (37,461)
(28,008) 94,000 (470,474) 18,935
96,134 (34,663) 1,660
140,000 7,236 (7,062) 679
1,040,691 75,703 (617,271)
15,364 14,058 (100,915}
105,424 11,780 {(93,112)
30,216 2,064 (10,023)
787,728 52,041 (329,510)
9,077 1,816
425 2,206
37,401 16,267
196,096 182,219
108,979 25,149
5,472 108,935
262,044 69,508
2,115,774 228,609 (176,848)
97,654 28,859
163,425 64,261
108,012,206 9,649,574  (1,842,715) 21,274  (1,051,214) (513,863)
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2004 Depr. Cost of Transfers/
Account Reserve Expense Retirements Salvage Bemoval Adijustments
Intangible Plant
301.00 8,330
302.00 119,853
Production Plant
325.20
325.40 -
331.00 3,492
332.01 47,163
332.02 528,055 1,802
334.00 198,469
336.00 -
Storage Plant
350.10 -
350.20 4,634 43
351.00 1,463 118
351.02 109,958 3,023
351.03 23,101 © 438
351.04 125,306 2,735
352.00 32,228 1,702
352.01 1,633,914 49,322
352.02 530,753 12,414
352.03 21,609 1,695 847
352.10 178,485 134
352.11 49,151 999
353.01 178,300 2,362
353.02 209,223 2,772
354.00 458,540 7,944
355.00 274,173 5,950
356.00 242,855 790
Transmission Plant
365.10 16
365.20 316,856 7,229
366.02 7,568 2,965
366.03 58,602 961
367.00 253,738 5,035 (3,197)
367.01 14,784,288 268,167 (19,322) (28,499)
369.00 32,418 4,237

369.01 1,781,602 63,073



Account
Distribution Plant
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
379.03
379.05
380.00
381.00
382.00
383.00
384.00
385.00
386.00

General Plant
389.00
390.02
390.03
390.04
390.09
391.00
391.03
392.00
392.01
392.02
394.00
396.03
396.04
396.05
397.00
397.01
397.02
397.05
398.00
399.01
399.02
399.03
399.06
399.07
399.08
390.24

Total Div. 009

2004 Depr. Cost of Transfers/
Reserve Expense Retiremenis  Salvage Removal Adjustments
48,172 8,973
16,562 2,440
13,679 5,990
75,019 2,061
35,794 209
20 78
1,442,266 215,113 (80,822)
35,783,366 1,469,135 (182,498) (22,918)
6,960,480 546,121 (42,262) (9,178) 1,347
1,275,535 63,594
65,450 29,084
1,112,730 42,051
29,172,823 4,578,131 (540,726) (257,366)
477,602 458,446
5,025,263 950,097 (110,560) (157,057) 1,835
2,289,845 134,777 (4,054)
86,425 5,199
1,781,117 117,457
2,176 171
28,459
89,289 3,739 644
52,027 15,893 1,783
4,650 201 63
971,213 59,410 125,333
842,090 153,821
(40,943) 6,762
(385,547) 60,962 (383,696) 66,445 (1,686) 1,094,922
63,130 (14,797) (47) (4,973)
140,853 6,397 (10,563) 575 6 759
599,123 70,050 (43,563) 200 (6)

(71,493) 9,012 (42,281) 12,288 42 251,411
24,092 7,796 111,721
22,257 1,322 - 160 5) 16,441

510,259 58,348
10,894 1,528 (31,526)
2,631 2,204 (910)
53,669 16,267
378,315 221,556
134,128 25,149
114,407 4,054
331,552 73,106
2,167,535 397,040
126,513 32,607
227,686 72,304
114,275,262 10,376,263  (1,510,779) 79,667 (476,713) 1,602,134
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Account
Intangible Plant
301.00
302.00

Production Plant
325.20
325.40
331.00
332.01
332.02
334.00
336.00

Storage Plant
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

Transmission Plant
365.10
365.20
366.02
366.03
367.00
367.01
369.00
369.01

2005
Reserve

8,330
119,853

3,492
47,163
529,956
198,469

4,677
1,581
112,981
23,539
128,040
33,930
1,683,235
543,166
24,151
178,619
50,150
180,662
211,994
466,483
280,123
243,645

16
324,084
10,533
59,563
255,576

15,004,634

36,656
1,844,675
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Depr. Cost of Transfers/ 2006

Expense  Retirements Removal Adjustments Reserve
- 8,330
119,853
3,492
47,163
529,956
198,469
5 4,682
91 1,672
3,084 116,065
447 23,985
2,790 130,830
1,702 35,633
57,277 1,740,512
14,416 557,582

23,304 (47,455) -
178,619
999 51,150
2,410 183,071
2,828 214,822
8,256 474,740
5,950 286,074
- 243,645
- 16
7,344 331,429
2,976 13,509
961 60,525
5,143 260,719
274,821 (2,765) (5,224) 15,271,466
4,237 40,893
63,073 1,907,749
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2005 Depr. Cost of Transfers/ 2006
Account Reserve Expense Retirements  Salvage Removal  Adjustments Reserve
Distribution Plant
374.00 57,145 57,145
374.01 - -
374.02 19,002 3,276 22,278
374.03 - -
375.00 19,669 6,085 25,754
375.01 77,080 2,061 79,141
375.02 36,703 909 37,611
375.03 98 78 176
376.00 1,676,557 230,367 40,283 (8,347) 1,838,859
376.01 37,047,085 1,515,393 (244,942) (351,639) 359,733 38,325,631
376.02 7,456,518 594,148 (49,624) (120,053) 7,880,989
378.00 1,339,129 69,183 (12,627) (7,595) 2,503 1,390,592
379.00 95,435 31,426 126,861
379.03 - -
379.05 1,154,780 42,051 1,196,831
380.00 32,952,863 4,922,048 (1,319,886) (760,812) 35,794,213
381.00 936,048 461,812 (359,733) 1,038,127
382.00 5,709,578 1,043,739 (527,453) (943,844) 5,282,019
383.00 2,420,567 140,357 2,560,924
384.00 91,625 5,199 96,824
385.00 1,898,574 123,184 2,021,758
386.00 2,346 157 (2,503) -
General Plant
389.00 28,459 - 28,459
390.02 93,672 3,968 (644) 96,996
390.03 69,702 16,349 (1,783) 84,269
390.04 4,913 231 (63) 5,081
390.09 1,155,956 67,312 (125,333) 1,097,934
391.00 895,911 137,728 (548,104) 585,535
391.03 (34,180) 6,734 (806) (28,253)
392.00 451,399 49,397 (82,381) (1,097,888) (679,473)
392.01 43,313 (21,372) 4,973 26,913
392.02 138,027 9,206 (27,842) (759) 118,632
394.00 625,804 60,141 (578,946) 106,999
396.03 158,979 7,550 (62,479) (251,411) (147,361)
396.04 143,610 7,895 (28,350) (111,721) 11,434
396.05 40,175 1,301 (25,467) (16,441) (432)
397.00 568,606 59,451 628,057
397.01 (19,104) 174 (18,930)
397.02 3,925 2,159 6,084
397.05 69,936 16,267 86,204
398.00 599,870 255,555 855,426
399.01 169,277 16,713 175,990
399.02 118,461 118,461
399.03 404,658 73,134 477,791
399.06 2,564,576 249,133 2,813,709
399.07 159,120 38,512 197,633
399.08 299,990 65,282 365,271

399.24 . »

Total Div. 009 124,345,834 10,817,776 (3,492,760) - (2,197,515) (1,648,525) 127,824,810
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ATMOS ENERGY CORPORATION, INC - SSU
Response DR AG-1-106

1999 Depr. Cost of Transfers/
Account Reserve Expense Retirements Salvage Removal Adjustmenis
Division 002
390.09 1,728,714 408,601 (270,911) 36,314
391.00 1,614,667 184,779
391.02 105,221 8,389 (40,836) 4,700
391.03 1,004,596 25,295
392.00 36,116 1,566
393.00 6,498 606
394.00 35,418 3,304
395.00 - 5,715
397.00 700,349 72,223
398.00 195,253 33,289
399.00 5,042 9,493
399.01 - 41,394
399.02 - 10,334
399.03 - 1,718
399.04 1,006,842 88,623
399.05 647,214 184,105 (7,417) 4,974
399.06 2,640,579 757,513 (2,832) 2,955
399.07 892,943 90,393
3992.08 10,974,541 4,250,265 (8,032,596)
399.09 2,539,906 247,615
399.24 -
Total Div. 002 24,133,893 6,425,220 (8,354,592) 12,628 - 36,314
Division 012
390.09 -
391.00 -
397.00 -
398.00 -
399.00 -
399.01 -
399.02 -
399.03 -
399.06 -
399.07 -
398.08 -
399.24 -
Total Div. 012 - - - - - -
Total SSU 24,133,893 6,425,220 (8,354,592) 12,628 - 36,314
DTA /(DTL) - Activity 4,799



2000 Depr. Cost of Transfers/
Account Reserve Expense Retirements Salvage Removal Adjustments
Division 002
390.09 1,902,719 508,762 577,000
391.00 1,799,446 253,187 766,790
391.02 77,474 5,562
391.03 1,029,891 25,415
392.00 37,682 152 (18,796) 7,393
393.00 7,105 1,230
394.00 38,717 2,203
395.00 5,715 (5,715)
397.00 772,572 185,998 1,045,061
398.00 228,542 32,559 5,715
399.00 14,535 11,857
399.01 41,394 314,133 1,838,859
399.02 10,334 214,943 1,626,717
399.03 1,718 10,836 43,771
399.04 1,095,465
399.05 828,875 183,041 (4,505)
399.06 3,398,214 934,714 1,499,294
399.07 983,336 83,048 97,224
399.08 7,192,209 5,334,368 8,486,589
399.09 2,787,521 244,757 (1,576,780)
399.24 - 482 564 4,476,384
Total Div. 002 22,253,464 8,829,328 (1,600,081) 7,393 - 20,457,690
Division 012
390.09 -
391.00 -
397.00 -
398.00 -
399.00 -
399.01 -
399.02 -
399.03 -
399.06 -
3989.07 -
399.08 -
399.24 -
Total Div. 012 - - - - - -
Total SSU 22,253,464 8,829,328 (1,600,081) 7,393 - 20,457,690

DTA / (DTL) - Activity

2,809
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2001 Depr. Costof  Transfers/
Account Reserve Expense Retirements Salvage Removal Adjustments
Division 002
390.09 2,988,481 729,687
391.00 2,819,424 463,782
391.02 83,036
391.03 1,055,306 25,552
392.00 26,430
393.00 8,335
394.00 40,920
395.00 -
397.00 2,003,631 582,793
398.00 266,816 35,519
399.00 26,392 71,762
399.01 2,194,386 1,075,479
399.02 1,851,993 845,185
399.03 56,325 31,351
399.04 1,095,465
399.05 1,007,411 153,830
399.06 5,832,222 1,479,374 (372)
399.07 1,163,608 204,818 34,185
399.08 21,013,167 8,759,328
399.09 1,455,498 199,564
399.24 4,958,948 1,930,255
Total Div, 002 49,047,794 16,588,278 - - - 33,813
Division 012
380.09 -
391.00 -
397.00 -
398.00 -
399.00 -
399.01 -
399.02 -
399.03 -
399.06 -
399.07 -
399.08 -
399.24 -
Total Div. 012 - - - - - -
Total SSU 49,947,794 16,588,278 - - - 33,813

DTA / (DTL) - Activity
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2002 Depr. Costof  Transfers/
Account Reserve Expense Retirements Salvage Removal Adiustments

Division 002

390.09 3,718,167 748,014

391.00 3,283,206 410,820

391.02 83,036 (29,671)

391.03 1,080,858 21,478

392.00 26,430

393.00 8,335 (1,597)

394.00 40,920 (8,704)

395.00 -

397.00 2,586,424 753,820

398.00 302,335 28,817 (56,636)

399.00 98,154 29,648 (8,144)

399.01 3,269,865 1,174,216

399.02 2,697,178 803,413

399.03 87,675 32,531

399.04 1,095,465

399.05 1,161,241

399.06 7,311,224 1,017,906 (6,189,732)

399.07 1,402,612 326,385 (861,539)

399.08 29,772,495 9,902,239  (9,573,067)

399.09 1,655,062 251,814

399.24 6,889,203 1,608,546
Total Div. 002 66,569,886 17,069,674 (16,689,117) - - -
Divigion 012

390.09 -

391.00 -

397.00 -

398.00 -

399.00 -

399.01 -

399.02 .

399.03 .

399.06 .

399.07 -

399.08 -

399.24 -
Total Div. 012 - - - - - -
Total SSU 66,569,886 17,069,674 (16,689,117) - - -

DTA / (DTL) - Activity
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2003 Depr. Cost of Transfers/
Account Reserve Expense Refirements Salvage Bemoval Adjustments
Division 002
390.09 4,466,181 688,867
391.00 3,694,026 482,163 2,196,132
391.02 53,365
391.03 1,102,336 24,351
392.00 26,430
393.00 6,738
394.00 32,216 242
395.00 -
397.00 3,340,244 1,090,652 (34,015) 29,716 931,445
398.00 274,516 32,079
399.00 119,658 33,461
399.01 4,444,081 1,379,579
399.02 3,500,591 964,648
399.03 120,207 73,833
399.04 1,095,465
399.05 1,161,241
399.06 2,139,398 894,771
399.07 867,457 336,117
399.08 30,101,667 7,004,873
399.09 1,906,876 198,691
399.24 8,497,748 1,823,682
Total Div. 002 66,950,442 15,028,010 {(34,015) 29,716 - 3,127,577
Division 012
390.09 -
391.00 -
397.00 -
398.00 -
399.00 -
399.01 -
399.02 -
399.03 -
399.06 -
399.07 -
399.08 -
399.24 -
Total Div. 012 - - - - - -
Total SSU 66,950,442 15,028,010 (34,015) 29,716 - 3,127,577

DTA / (DTL) - Activity : 11,202
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2004 Depr. Cost of Transfers/
Account Reserve Expense Retiremenis Salvage Removal Adiustments
Division 002
390.09 5,155,048 702,369 45,903
391.00 6,372,321 551,000
391.02 53,365
391.03 1,126,687 30,256
392.00 26,430
393.00 6,738
394.00 32,458 721
395.00 -
397.00 5,358,042 1,302,685
398.00 306,595 37,679
399.00 153,119 32,773
399.01 5,823,660 1,402,093
399.02 4,465,239 989,368
399.03 194,040 107,124
399.04 1,095,465
399.05 1,161,241
399.06 3,034,169 1,098,004
399.07 1,203,574 367,546
399.08 37,106,540 6,564,441
399.09 2,105,567 427,274
399.24 10,321,431 1,905,089
Total Div. 002 85,101,730 15,518,321 - - - 45,903
Division 012
390.09 -
391.00 -
397.00 -
398.00 -
399.00 -
399.01 -
399.02 -
399.03 -
399.06 -
399.07 -
399.08 -
399.24 -
Total Div. 012 - - - - - -
Total SSU 85,101,730 15,518,321 - - - 45,903

DTA /(DTL) - Activity
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2005 Depr. Cost of Transfers/ 2006
Account Reserve Expense Retirements Salvage Removal Adjusiments Reserve
Division 002

390.09 5,903,319 663,215 (1,301,571) 5,264,963
391.00 6,923,321 510,624 (1,420,965) (42,517) 5,970,463
391.02 53,365 (27,985) 5,787 31,167
391.03 1,156,943 4,044 (724,682) 2,854 439,159
392.00 26,430 132 26,562
393.00 6,738 (251) (6,063) 334 758
394.00 33,179 (25,359) 1,819 9,639

395.00 - -
397.00 6,660,726 923,846 (6,622,043) 962,529
398.00 344,174 40,605 (2,606) 382,173
399.00 185,892 20,700 (196,858) 9,734
399.01 7,225,753 1,190,911 (6,934,952) 1,481,712
399.02 5,454,606 751,982 (5,642,815) 563,774
399.03 301,165 203,757 (172,992) 331,930
399.04 1,095,465 7,633 1,103,098
399.05 1,161,241 8,083 1,169,324
399.06 4,132,174 1,213,391 (1,233,316) 4,112,249
399.07 1,571,121 394,128 (1,075,769) 889,480
399.08 43,670,981 5,699,086 (31,818,326) 17,551,741
399.09 2,532,841 205,608 (35,644) 2,702,805
399.24 12,226,519 1,143,516 (13,370,035) 0
Total Div. 002 100,665,954 12,965,161 (2,205,054) (68,422,801) 43,003,260

Division 012

390.09 - 100,126 1,142,438 1,242,565
391.00 - 1,196 8,180 9,376
397.00 - 730,568 6,503,118 7,233,686
398.00 - 55 226 281
399.00 - 13,729 191,266 204,995
399.01 - 608,624 6,716,126 7,324,750
399.02 - 431,834 5,472,882 5,904,716
399.03 - 28,836 165,983 194,819
399.06 - 239,569 1,086,958 1,326,527
399.07 - 154,078 1,016,070 1,170,147
399.08 2,761,347 30,179,256 32,940,603
399.24 - 830,567 13,139,352 13,969,919
Total Div. 012 - 5,900,529 - - 65,621,854 71,522,383
Total SSU 100,665,954 18,865,690 (2,205,054) - (2,800,947) 114,525,643

DTA /(DTL) - Activity




Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR item 110
Witness: Don Roff

Data Request:

If not provided elsewhere, provide the calculation of the proposed depreciation
rates in electronic format (Excel) with all formulae intact.

Response:

The calculation of the proposed depreciation rates can be found in the workpapers
provided in response to data request AG 1-87.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR ltem 111
Witness: Don Roff

Data Request:

Does the Company maintain its book reserve by plant account? If not, explain why
not.

Response:
Yes, the book reserve is maintained by plant account.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR ltem 112
Witnhess: Don Roff

Data Request:

If the Company does not maintain its book reserve by plant account, provide the
calculation of the 2005 and 2006 recorded reserves used to calculate the rates
shown in the Depreciation Studies.

Response:
Please see response to data request AG 1-111.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR item 113
Witness: Don Roff

Data Request:

If not provided elsewhere, provide all remaining life calculations resulting from the
Depreciation Studies both in hard copy and in electronic format with all formulae
intact.

Response:

The remaining life calculations from both depreciation studies may be found in the
workpapers provided in response to data request AG 1-87.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR ltem 114
Witness: Don Roff

Data Request:

If not provided elsewhere, please provide electronic (Excel) versions of each net
salvage study prepared for the Depreciation Studies, with all formulae intact.

Response:

The net salvage analysis can be found in electronic format on the CD provided in
response to data request AG 1-87.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR item 115
Witness: Don Roff

Data Request:

tf not provided elsewhere, provide on diskette or CD all workpapers supporting
terminal net salvage (decommissioning) estimates for each account for which
terminal net salvage is a factor. Include all calculations in electronic format
(Excel), with all formulae intact.

Response:

Please see the questions and responses attached collectively as AG DR1-88 ATT
(specifically question 2 — Account 352) to the response to data request AG 1-88.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR ltem 116
Witness: Don Roff

Data Request:

Refer to each net salvage study prepared for the Depreciation Studies. For each
of the five years ending 2005 (2006 for SSU plant) explain whether it was normal
or abnormal and why.

Response:
Mr. Roff does not believe there is any “abnormal” net salvage.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR ltem 117
Witness: Dan Meziere

Data Request:
Explain, and provide examples of, the Company’s retirement unit cost procedures
for each account. ldentify all changes to retirement unit costs which have occurred
over the years.

Response:

Capital expenditures are accumulated at a task level. Each task translates to a 300 FERC
Account.

1. Charges are accumulated at the project, task, and expenditure type level:

040.12345 — 01202 — Materials — $10,000

040.12345 - 01202 — Labor - $10,000

040.12345 — 01202 — Corporate OH (@ 10%) - $2,000
040.12345 — 01202 — Business Unit OH (@ 25%) - $5,000

040.12345 — 01204 — Materials — $8,000

040.12345 — 01204 — Labor -~ $7,000

040.12345 — 01204 — Corporate OH (@ 10%) - $1,500
040.12345 ~ 01204 — Business Unit OH (@ 25%) - $3,750

040.12345 — 01206 — Materials — $30,000

040.12345 — 01206 — Labor - $12,000

040.12345 — 01206 — Corporate OH (@ 10%) - $4,200
040.12345 — 01206 — Business Unit OH (@ 25%) - $10,500

Total Project Cost = $103,950

Task Translation Table:

01202 = DIS-37602 — Main, PE, 1in<X<=2in
01204 = DIS-37602 — Main, PE, 3in<X<=4in
01206 = DIS-37602 — Main, PE, 5in<X<=6in

Assumptions for ease of calculation:
Corporate OH rate = 10%
Business OH rate = 25%



2. When the project is completed, the Engineering Tech or Project Manager enters the as-
built information for each retirement unit:

Installed 600 ft. of DIS-37602 — Main, PE, 1in<X<=2in
Installed 400 ft. of DIS-37602 ~ Main, PE, 3in<X<=4in
Installed 1000 ft. of DIS-37602 — Main, PE, 5in<X<=6in

3. Unitization process is run to close out CWIP (107) and create the asset (101):

Asset created in the following 300 accounts broken down by retirement unit:
A. Account 37602 for $103,950
a. 600 feet @ $45/foot = $27,000; DIS-37602 — Main, PE, 1in<X<=2in
b. 400 feet @ $50.62/foot = $20,250; DIS-37602 — Main, PE, 3in<X<=4in
c. 1000 feet @ 56.70/foot = $56,700; DIS-37602 — Main, PE, 5in<X<=6in

Note: There are no retirement unit cost changes to report.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR ltem 118
Witness: Don Roff

Data Request:

Were any retirements, classified as sales or reimbursements, excluded from the
life studies? If yes, were the retirements and related gross salvage and cost of
removal also excluded from the net salvage studies?

Response:
There were no retirements excluded from the life studies.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR ltem 119
Witness: Robert R. Cook Jr.

Data Request:

Explain the Company’s procedures for gross salvage and cost of removal for each
plant account. Also, explain how cost of removal relating to replacements is
allocated between cost of removal and new additions. Provide copies of actual
source documents showing this allocation.

Response:

Salvage and/or cost of removal are recorded to a retirement “task” within an
approved project. The “expenditure type” defines the type of cost that was
associated with the removal (labor, benefits, material, etc.). If there is any salvage
amount, it is defined as such through the “expenditure type”. The projects are then
unitized and closed to the appropriate plant account.

The cost of removal relating to replacements is not allocated between cost of
removal and new additions. The costs are applied as direct charges to these two
functions. They are directly coded to the project via timesheets, material issues,
etc. Again, the salvage is applied through the receipt of cash and applied to the
project as such.

Please see attachment labeled Case 2006-00464 AG DR1-119 ATT for documents
showing examples of this allocation.



PURPOSE AND NECESSITY

Name of Project: Locust St. Replacement Date: 7/11/2006
Town: OWENSBORO Region:  WEST Location: OWENSBORO

PROJECT DESCRIPTION: INSTALL APPROXIMATELY 170 2'PE & Retire 4" Stl. LP due to leakage.

Footage 170’ Size 2" Type PE R-O-W
Projected Load: Annual MCF Hourly MCF MAOP:
N.O.P. RAW COST: $3,572 + Overhead: $6407 + Est Proj.Cost: $9,979
—Agw - Crew Company
ROE: % Project Life : YRS. NPV IRR %  or Contract co
Ald in Construction: Additional information, (flow studies, Design, apm efc.)
Non-Refundable Contributions Drive: L Folder: File
Contract Type: n/a
Contract Amount: nla
Contract Date: nfa Any additional comments place in Drive, Folder, & File listed above
Contract signed by: n/a Date Work Task Number(s) Related to this P&N:
Project No.: 040.13059 is Requested: Asap 01202, 98000
I PROJECT MANAGER: Tom Boehmann
APPROVALS: " 'CP Information:  Pipe to be retired Bare N.CP CP Section# 500 10129
Initiator: JIM CAPPS Date: 7/11/2006
Comments
Recommend Approval: TIM RICE Date: 7/13/2006

Comments THIS IS IN EAM SECTION NO. 2730. PLEASE INSTALL 1- 17LB. ANODE WITH TEST WIRES
UP IN CURB BOX @ PE TO |.P. STEEL MAIN TIE- IN.

Recommend Approval: Morgan Kirkland Date: 7/13/2008
Comments
Recommend Approval: Tom Boehmann Date:  7/13/2006

comments This will take care of a Grade 2 leak that we have in W Parrish Ave.

Recommend Approval: Date:
Comments
Recommend Approval : Date:
Comments '
Recommend Approval : Date:
Comments
Recommend Approval : Date:
Gomments
Recommend Approval : Date:
Comments

FINAL APPROVAL [Tom Boehmann Date: _7/13/2006

Comments

040.13059 Locust St Replacement.xls 3/9/2007
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Project Type: o MamRep. Distrigt:
Pioject No: . CostCenter: 2636

Project EstimutedBy: ____Jim Capps Town:___Owensboro

- el Appraniamteiy 170 2" Pe & relire 4" SO.LP
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Fotal Other Materials

T §4B000)]

2 man cew - includes Sl Bpences  F .o
_.Total Company Labor| _ 3400.00

ol oAl il Dverhesds| 40000
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Estimate of Annual Consumption
__Residential Customer
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Project Title]
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Sales Rep.
Date:
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Profect Type: Main Repl. District: Owensboro

Prdject No: _ Gost Ceriter: 2638

Project Estimated By: Jim Capps Towin: Owensboro

e Anronamicly 170 2" Pe & retire 4" SO, LB

P el PN -
FIT R D720

e . Warehouse Materials .
‘ UOM | AW PAr® | Description UniiCost | T
170 Fout " Plastic - 250 ROLLS I g7 ] $13050

Fout_ 2° BF Tae
Foet T BEE0
Eagh | > Con Stab End Cap
4" SHadie Tee
2 PoyVave

2 Con o

ph 1020 Farm Tep,
~ YA/ Wekl Reducers
Each_ BFER
"Each AB7 Wiw EXcous Tlow yahiek g
Each ' WMESh 3 Wiy Tee 06-8727-0000|
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I

Projest Title]
Projact Nos|

Sales Rep,

Date:

Average MCF Per Home
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Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR ltem 120
Witness: Robert R. Cook Jr.

Data Request:

Does Atmos agree that, in the case of a replacement, Atmos has control over how
much of the cost of the replacement is assigned to the retirement as cost of
removal, and how much is capitalized to plant-in-service? Explain the answer fully.

Response:

Yes. The cost assigned is determined by the work performed. Please see the
response to AG DR 1-119 for more information.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR ltem 121
Witness: Dan Meziere

Data Request:
Provide all manuals, guidelines, memoranda or other documentation that deal with
the Company’s policies on the assignment of capital costs and net salvage with
regard to the replacement of retired plant. Also, provide a sample workorder for a
replacement project, showing these cost assignments.

Response:

Please reference the account coding manual provided in KPSC DR1-4 for
Company guidelines in regard to the replacement of retired plant.

Please see the attachment labeled Case 2006-00464 AG DR1-121 ATT for a
sample work order.



Atmos Energy Carporation, Kentucky
Case No. 2006-00464

Attorney General Initial Data Request Dated February 20, 2007

DR item 121
Witness: Dan Mezlere

General Ledger Entries:

Construction
2320 - Accounts Payable 1310 - Cash 1070 - Work in Progress
) $100| $100 (1) (1) $100§
) $50 $50 (1) $100 {3)
$100 (1) () $25|
$50 (1)
$1508 $150 §_2§H $150 $100; $100
Accum Prov for
Accum Prov for Depreciation -
Depreciation - RWIP Removal Accum Prov for
1080-04881 RWIP Salvage 1080-04882 Cost 1080-0000 Depreciation
$25 (2) (1) 3501 (4a&b) SBSI
(5) $25§ (5a&b) $50]
$50 (5) $25 {6a&b)
8250 525 $50] $60 $135) 525
Sub-ledger Entries in Powerplant for Reserve only portion of example - Summary for 5a&b
Task 01208, Acct Task 01104, Acct
Task 01104, Acct 37602 Mains, 37601 Mains,
1080-0000 § 37601 Mains, steel 1080-0000 plastic 1010 steel
o———
(4a) $57] (4b) SZBW $57 (4a)
(5a) $16.66§ (5b} $8.34 {3a) $75§
573.62! $0 §36.34 S0 5751 857
Flow of Activity

1 Incuring new construction cost of $100 and cost of removal expense of $50. See labels of a and b for subledger detall by plant account

2 Received salvage

3 Unitization of project - Add new asset

@)

(3b)

1010 -
$100

Utility Plantin
Service

$85 (4)

$100§ $85

$25]

Task 01204,
Acct 37602
Mains, plastic
$28 (4b)

$25]

$28

4 Unitization of project continued - Retirement of asset removed ($85 Cost basis, 201t of task 01104, Acct 37601(malns,stee!) and 10ft. of task 01204, Acct 37602 (mains, plastic))
See label of a and b for subledger detail by plant account

5 Allocation of COR/Salvage. See labels of a and b for subledger detali by plant account
$25 net cost of removalfsaivage to afiocate (§50 COR - $25 Salvage)

37601 - 201t - 2/3 - $16.66
37602 - 10ft - 1/3 - $8.34



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR ltem 122
Witness: Dan Meziere

Data Request:
Provide narrative explanations of the Company’s aging and pricing procedures.

Response:

Process Retirement Procedure

Retirements are processed systematically after data from feeder systems interface to
PowerPlant.

Process:

1) Field crews charge their time & any material used for the retirement to the
appropriate project. Documentation is completed on each job, approved by
supervisors & entered into the BU’s current interface systems (FMUS, CM+,
EAM).

2) Interfaces transfer data from FMUS, OPA & EAM sources to PowerPlant system.

3) During the month end close process, plant accounting runs ‘retirement
transactions” to create original cost retirement pending transactions.

4) If the retirement is on a depreciation group with a mortality curve, that curve is
used to determine which assets are retired.

5) If the retirement is not a depreciation group with a mortality curve, the retirement
is processed using FIFO, matching on asset location and retirement unit.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR ltem 123
Witness: Greg Waller

Data Request:

Identify and explain the Company’s expectations with respect to future removal
requirements and markets for retired equipment and materials. Provide the basis
for these expectations.

Response:

The Company’s expectations are that, in the near term, future removal
requirements and markets for retired equipment and materials will be similar to
recent experience.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR item 141
Witnhess: Robert R. Cook Jr.

Data Request:

Provide a summary of all Main and Service Replacement projects during 2005.
Separately identify all major costs, including the removal of the existing Main
and/or Service.

Response:

Please see attachment labeled Case 2006-00464 AG DR1-141 ATT for Main and
Service replacement projects during 2005



Atmos Energy Corporation, Kentucky

Case No. 2006-00464

Attorney General Initial Data Request Dated February 20, 2007
DR item 141

Witness: Rad Cook

Page 10f9

Sum of amount account
project Project Name Task Task Name expenditure_type 1070 1080 Grand Total
Bowling Green.04 Non
040.11937 Growth Functional 01104 Lr\ﬂglns steel 4" BUSINESS UNIT A&G (50.22} (50.22)|
01202 Mains pe 2" BUSINESS UNIT ARG 1,461.21 1,461.21
CONTRACTOR - LABOR 5,393.00 5,393.00
CORPORATE A&G 1,081.83 1,081.83
MATERIAL DIRECT - W/ STORES OH 79.78 79.78
STORES QVERHEAD 15.96 15.96
01204 Mains pe 4* BUSINESS UNIT A&G (1,823.66) (1,923.66)
02101 Services st 1" BUSINESS UNIT ARG (67.91) (67.91)
02201 Services pe <=1" |BUSINESS UNIT ARG (8,068.69) (8,068.69),
CONTRACTOR - LABOR 11,675.00 11,675.00
CORPORATE ARG 2,397 44 2,397.44
MATERIAL DIRECT- W/O STORES OH 488.60 488.60
USE TAX 15.00 15.00
02980 Service retire BUSINESS UNIT ARG {403.61) (403.61)
040.11837 Sum 12,497.34 {403.61) 12,083.73
Danville.04 Non Growth
04011943 Functional 01102 Mains 2" steel BUSINESS UNIT ARG {242.59) {242.59)
01103 Mains steel 3 BUSINESS UNIT ARG (26.00) (26.00)
01104 Mains steel 4" BUSINESS UNIT AG (18.16) (18.16)
CORPORATE ARG 17.71 17.71
MATERIAL DIRECT - W/ STORES OH 74.88 74.88
STORES OVERHEAD 14.98 14.98
01202 Malns pe 2" BUSINESS UNIT A&G (182.44) (182.44)
01204 Mains pe 4* BUSINESS UNIT A&G (374.13) (374.13)
02101 Services st 1* BUSINESS UNIT ARG (52810} (529.10)
CORPORATE A&G 8.20 8.20
MATERIAL DIRECT - W/ STORES OH 34.66 34.66
STORES OVERHEAD 6.93 6.93
02102 Services sti 2° BUSINESS UNIT ARG {26.18) (26.18)
02104 Services sil 4" BUSINESS UNIT ARG (18.12) (16.12)
02201 Services pe <=1" |BUSINESS UNIT A&G (1,278.17) (1,278.17)
02202 Services pe 2" BUSINESS UNIT A&G {33.58) (33.58)
02203 Services pe 3" BUSINESS UNIT A&G (14.85}) {14.85)
02980 Service retire BUSINESS UNIT A&G 2,155.64 2,155.64
CORPORATE A&G 456.63 456.63
LABOR - OVERHEAD 832.58 832.58
LABOR - REGULAR 1,728.45 1,728.45
040.11943 Sum (2,583.98) 5,173.30 2,5689.34
Campbelisville.04 Non
040.11945 Growth Functional 01102 Mains 2" steel BUSINESS UNIT ARG {55.05) (55.05)
01104 Mains steel 4" BUSINESS UNIT A&G (55.59) (55.59)
CORPORATE A&G 17.7% 17.71
MATERIAL DIRECT - W/ 8TORES OH 74.88 74.88
STORES OVERHEAD 14.98 14.98
01202 Mains pe 2" BUSINESS UNIT A&G 89.19 89.19
CORPORATE ARG 8205 82.05
MATERIAL DIRECT - W/ STORES O+ 346.89 346.89
STORES OVERHEAD 69.38 £9.38
01204 Mains pe 4 BUSINESS UNIT ARG {41932} (419.32)
REIMBURSEMENTS (2,474.86) (2.474.86)
01980 Mains Retire BU A&G POOL i1 111
BUSINESS UNIT A&G 72428 724.28
CORPORATE A&G 15342 153.42
LABOR - OVERHEAD 279.76 279.76
LABOR - OVERTIME 135.89 135.89
LABOR - REGULAR 444,87 444 87
02101 Services stl 1" BUSINESS UNIT ARG (117.77) (117,77}
02201 Services pe <=1" |BUSINESS UNIT A&G (1,511.19) (1,511.19)
CORPORATE ARG 131.74 131.74
MATERIAL DIRECT - W/ STORES OH 556 98 556.98
REIMBURSEMENTS (140.00) {140.00)
STORES OVERHEAD 111.40 111.40
02980 Service refire BUSINESS UNIT A&G 80783 807.83
CORPORATE A&G 17113 17113
L ABOR - OVERHEAD 312.03 31203
LABOR - REGULAR £47.75 647.75
040.11945 Sum {3,278 58) 3,678.07 399.49
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Sum of amount

account

project Project Name Task Task Name expenditure_type 1070 1080 Grand Total
Madisonville.04.Non Growth
04011949 Functional 01202 Mains pe 2" BUSINESS UNIT ARG (362.57) (362.57)
01204 Malns pe 4 BUSINESS UNIT A&G (311.29) {311.29)]
01880 Mains Retire BUSINESS UNIT ARG 390.05 390.05
CORPORATE A&G 72.33 72.33
02201 Services pe <=1 |BUSINESS UNIT ARG (6,046.48) (6,046 48)
CORPORATE A&G 211.68 21168
LABOR - OVERHEAD 301.82 301.82
LABOR - REGULAR 626.57 626.57
MISCELLANEOUS 145,50 145.50
02202 Services pe 2" BUSINESS UNIT ARG (1.762.52) (1.762.52)
02980 Service retire BUSINESS UNIT ARG 10,127.88 10,127.88
CORPORATE ASG 1,095.95 1,095.95
040.11949 Sum (7,197.29) 11,686.21 4,488.92
Princeton.04.Non Growth
040.11951 Functionaf 01102 Mains 2" stee! BUSINESS UNIT A&G (4.79) (4.79)
0120125 - Malns pe 1 /4" IBUSINESS UNIT ARG (21.56) (21.56)
01202 Mains pe 2" BUSINESS UNIT A&G (92.66) {92.66
01980 Mains Retire BUSINESS UNIT ARG 1,101.17 1,101.17
02201 Services pe <=1"__ |BUSINESS UNIT A&G {2,033.20) {2.033.20}
02980 Service relire BUSINESS UNIT ARG 2,110.03 2,110.03
040.11951 Sum (2,152.21) 3,211.20 1,058.99
Owensboro.04 Non Growth
040.11953 Functional 01102 Mains 2" steel BUSINESS UNIT A&G {138.66) {138.66)
01104 Mains steel 4° BUSINESS UNIT A&G (82.42) {82.42)|
0120125 - Mains pe 1 /4" |BUSINESS UNIT A&G (4.40) (4.40)
REIMBURSEMENTS (155.26) (155.26}
01202 Mains pe 2" BUSINESS UNIT A&G (2,085 .33) (2,085.33)
REIMBURSEMENTS {850.00) {850.00)
01204 Mains pe 4" BUSINESS UNIT A&G (1,845.17) {1,845.17)
01206 Mains pe 6" BUSINESS UNIT A&G (1,335.38) (1,335.38)
CORPORATE ARG 19.27 19.27
MATERIAL DIRECT- W/O STORES OH 97.75 97.76
02101 Services st 1" BUSINESS UNIT A&G 68,19 68.19
02102 Services st 2° BUSINESS UNIT A&G 73.42 7342
02201 Services pe <=1"  |BUSINESS UNIT A&G (21.241.32) (21,241.32)
CORPORATE A&G 703.87 703.87
LABOR - OVERHEAD 1,069.92 1,069.92
LABOR - OVERTIME 500.46 500 46
LABOR - REGULAR 1,762.26 1,762.26
MATERIAL DIRECT - W/ STORES OH 198.75 198.75
REIMBURSEMENTS (1,703.20) (1,703.20),
STORES OVERHEAD 39.75 38.75
0220125 - Services pe 1.25° |BUSINESS UNIT A&G 8.88 8.88
02202 Services pe 2" BUSINESS UNIT ARG (1,260.35) {1,260.35)
02204 Services pe 4" BUSINESS UNIT ARG (524 (5.24)
02212 Services pe >8" BUSINESS UNIT ARG (26.73) (26.73),
02980 Service retire BUSINESS UNIT ARG 893.81 893.81
CORPORATE A3G 189.33 189.33
LABOR - OVERHEAD 328.95 32896
LABOR - REGULAR 682.90 682.90
MATERIAL DIRECT - W/ STORES OH 41,70 41.70
STORES OVERHEAD 8.34 8.34
040.11953 Sum (26,190.94) 2,145.04 (24,045.90)
040.11955 Pad.04.Non Grow Func 01102 Mains 2" steel BUSINESS UNIT A&G (142.28) (142.28)]
01103 Mains steel 3" BUSINESS UNIT ARG (41.12) (41.12)
01104 Mains steef 4° BUSINESS UNIT A&G {105.00) (105.00)
01106 Mains stf 6° BUSINESS UNIT A&G (186.45) (186.45)
01108 Mains stf 8" BUSINESS UNIT A&G (13.67) (13.67)
0120125 - Mains pe 1 1/4"  |BUSINESS UNIT ARG (11.72) (11.72)
01202 Mains pe 2" BUSINESS UNIT ARG (159.89) (159.89)
01980 Mains Retire BU A&G POOL 103.76 10378
BUSINESS UNIT A&G 745.28 745.28
CORPORATE ARG 157.89 157.89
LABOR - OVERHEAD 287.84 287.84
LABOR - OVERTIME 387.33 387.33
LABOR - REGULAR 210.25 210.25
02101 Services st 1" BUSINESS UNIT A&G (305.99) (305.99)
02102 Services st 2° BUSINESS UNIT A&G {11.62) {(11.62),
02201 Services pe <=1°  |BUSINESS UNIT ARG (4,807.26) (4,807 26)
REIMBURSEMENTS (258.70) (258.70)
02202 Services pe 2" BUSINESS UNIT ARG (89.13) (39.13)
040 11955 Sum (6,082.83) 1,892.35 (4,190 48},
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Sum of amount account
project Project Name Task Task Name expenditure_lype 1070 1080 Grand Total
Mayfield.04.Non Growth
040.11957 Functional 01102 Mains 2" steel BUSINESS UNIT ARG (15.11) (15.11
01202 Mains pe 2° BUSINESS UNIT A&G {280.81) _(280.81)
01980 Mains Retire BU A&G POOL 225.42 225.42
BUSINESS UNIT ARG 1,848.74 1,848.74
CORPORATE ARG 424.02 424.02
LABOR - OVERHEAD 773.10 773.10
LABOR - OVERTIME 8§3865 8365
LABOR - REGULAR 1.541.30 1.541.30
02101 Services stt 1" BUSINESS UNIT ARG (73.67) (73.67)|
02201 Services pe «=1*  |BUSINESS UNIT ARG (2,576.24) (2,576.24)
CORPORATE A&G 6.88 6.88
MATERIAL DIRECT - W/ STORES OH 29.09 29.09
STORES OVERHEAD 5.82 5.82
02202 Services pe 2" BUSINESS UNIT ARG {28.94) (28.94)
040.11957 Sum (2,932.98) 4.876.23 1,943.25
Sowling Green 05 Non
040.12357 Growth 01102 Mains 2" steel BU A&G POOL 268.73 268.73
BUSINESS UNIT A&G 643.03 £643.03
CORPORATE ARG 149.85 149 85
EQUIPMENT RENTAL 301.74 301.74
MATERIAL DIRECT- W/O STORES OH 334.81 334.81
01104 Mains steei 4" BU A&G POOL 5,754.27 5,754.27
BUSINESS UNIT ARG 14,378.77 14,378.77
CONTRACTOR - LABOR 12,689.00 12,699.00
CORPORATE A&G 3,314.25 3,314.25
MATERIAL DIRECT - W/ STORES OH 776.02 776.02
MATERIAL DIRECT- W/O STORES OH 603.48 603.48
STORES OVERHEAD 155.20 156,20
01106 Mains stl 6" BUSINESS UNIT A&G 304.81 304.81
CORPORATE ARG 71.03 71.08
EQUIPMENT RENTAL 301.74 301,74
0120125 - Mains pe 1 1/4"  |BU ARG POOL 1,434.99 1,434 .99
BUSINESS UNIT ARG 3,43371 3,433.71
CORPORATE ARG 800.22 800.22
LABOR - OVERHEAD 588.35 588.35
LABOR - REGULAR 1,279.03 1,279.03
MATERIAL DIRECT- W/O STORES OH 1,531.70 1,531.70
01202 Mains pe 2" BU ARG POOL 29,285 94 29,285,084
BUSINESS UNIT ARG 128,715.21 126,716.21
CONTRACTOR - LABOR 74,718.47 74,718.47
CORPORATE ARG 25,960.85 25,960.85
EQUIPMENT RENTAL 4,937.54 4,937 54
LABOR - OVERHEAD 3,409.79 3,408.79
LLABOR - REGULAR 7.372 81 7,372.61
MATERIAL DIRECT - W/ STORES OH 1,201.84 1,201.84
MATERIAL DIRECT- W/O STORES OH 39,251.58 39,251 .58
MISCELLANEQUS 176 50 176.50
PERMITS - OTHER 541.00 541.00
STORES OVERHEAD 300.47 30047
01204 Mains pe 4* BUSINESS UNIT ARG 6,464.40 6,464.40
CORPORATE ARG 1,183.76 1,163.76
{LABOR - OVERHEAD 283.30 283.30
LABOR - REGULAR 615.86 615.86
LAND RIGHTS 4,750.00 4,750.00
PERMITS - OTHER 750.00 750.00
01980 Mains Relire BU ARG POOL 182.38 182.38
BUSINESS UNIT ARG 1,476.26 1,476 26
CONTRACTOR - LABOR 1,120.00 1,120.00
CORPORATE ARG 344 04 344 04
MATERIAL DIRECT- W/Q STORES OH 125 .00 125.00
MISCELLANEOUS 216.37 216.37
02201 Services pe <=1"  |BU ARG POOL 56,401 54 56,401.54
BUSINESS UNIT ARG 341,743.62 341,743.62
CONTRACTOR - LABOR 117,692.91 117,692 91
CORPORATE ARG 72,153.17 72,163.17
EQUIPMENT RENTAL 2,385.19 2,385.19
LABOR - OVERHEAD 46,200,894 485,200.94
LABOR - REGULAR 99,769.16 99,769.16
LODGINGS 546.72 546.72
MATERIAL DIRECT - W/ STORES OH 77,020.04 77,020.04
MATERIAL DIRECT- W/O STORES OH 32,727.71 32,727.71
MISCELLANEOUS 498.61 498.61
PERMITS - OTHER 54100 541.00
REIMBURSEMENTS (2,945.00) (2,945.00)
STORES OVERHEAD 17,8611.07 17,611.07
USE TAX 38.94 38.94
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MISCELLANEOUS
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Sum of amount account
project Project Name Task Task Name expenditure_type 1070 1080 Grand Total
02202 Services pe 2" BUSINESS UNIT AAG 52.24 52.24
CORPORATE ARG 12.17 1217
MATERIAL DIRECT - W/ STORES OH 4309 43.09
STORES OVERHEAD 8.62 8.62
02980 Service retire BUSINESS UNIT ARG 5,607.78 560778
CORPORATE ARG 970.07 870.07
EQUIPMENT RENTAL 5,651.20 5,6561.20
040.12357 Sum 1,239,525.59 15,583.10 1,255,1186.69
040.12361 Hopkinsville 05 Non Growth {01102 Mains 2" steel BU A&G POOL 223.26 223.26
BUSINESS UNIT A&G 534 .24 534.24
CORPORATE ARG 124 49 124.49
LABOR - OVERHEAD 171.93 171.93
LABOR - REGULAR 356,92 356.92
01104 Mains steef 4" BUSINESS UNIT ARG 2231 22.3t
CORPORATE ARG 5.12 512
MATERIAL DIRECT - W/ STORES OH 18.64 18.64
01202 Mains pe 2" BUSINESS UNIT ARG 800.63 800.63
CORPORATE ARG 149.61 149.61
MATERIAL DIRECT - W/ STORES OH 115.66 115.66
MISCELLANEOUS 65376 653.76
STORES OVERHEAD 23.13 23,13
01204 Mains pe 4" BUSINESS UNIT AXG 52.90 52.90
CORPORATE ARG 12.33 12.33
MISCELLANEOQUS 52.36 52.36
02101 Services stf 1* BUSINESS UNIT ARG 3,050.55 3,050.55
CORPORATE ARG 674.90 674.90
LABOR - OVERHEAD 468.90 468.90
LABOR - REGULAR 1,018.34 1,019.34
MATERIAL DIRECT - W/ STORES OH 608.25 608.25
MATERIAL DIRECT- W/O STORES OH 833.88 833.88
STORES OVERHEAD 146.21 146.21
02102 Services st 2° BUSINESS UNIT ARG 314.48 314.49
CORPORATE A&G 71.25 71.25
LABOR - REGULAR 218.50 218.50
02201 Services pe <=1*  {BU A&G POOL 5,282.08 5,292.08
BUSINESS UNIT ARG 38,735.08 38,735.08
CORPORATE A&G 7,624.85 7,624 85
EQUIPMENT RENTAL 109.63 10963
LABOR - OVERHEAD 7,864.44 7.864.44
LABOR - OVERTIME 22191 221.91
LABOR - REGULAR 17,145.98 17,145.98
MATERIAL DIRECT - W/ STORES OH 10,974.30 10,874 30
MATERIAL DIRECT- W/O STORES OH 1,108.59 1,108 59
MISCELLANEOUS 609.23 609.23
STORES OVERHEAD 2,501.81 2,501.81
02202 Services pe 2° BUSINESS UNIT A&G 333.14 333.14
CORPORATE ARG 62.59 62.59
LABOR - OVERHEAD 96.80 96.80
LABOR - REGULAR 21043 21043
MATERIAL DIRECT - W/ STORES OH 18.79 18.79
STORES OVERHEAD 3.76 3.76
02980 Service retire BUSINESS UNIT A&G 32,144.09 32,144.09
CORPORATE A&G 6,407 .32 6,407.32
EQUIPMENT RENTAL 1,582.96 1,582 96
LABOR - OVERHEAD 9,497.23 9,497.23
LABOR - OVERTIME 13385 133.85
LABOR - REGULAR 21,688.42 21,688.42
MATERIAL DIRECT - W/ STORES OH 243.27 243.27
MISCELLANECUS 182.09 182.09
STORES OVERHEAD 60.82 60.82
040.12361 Sum 103,637.97 71,940.06 175,578.02
040.12363 Danvilie 05 Non Growth 01102 Mains 2” steel BU A&G POOL 125.07 12507
BUSINESS UNIT ARG 1,464.97 1,464.97
CORPORATE A&G 271.39 271.39
MATERIAL DIRECT - W/ STORES OH 1,170.02 1,170.02
STORES OVERHEAD 280.16 280.16
01202 Mains pe 2" BUSINESS UNIT ARG 4,059.04 4,059.04
CORPORATE ARG 728.86 729.86
MATERIAL DIRECT - W/ STORES OH 3,229.69 3,229.69
STORES OVERHEAD 788.40 788.40
01980 Mains Retire BU A&G POOL 115.41 115.41
BUSINESS UNIT A&G 1,965.23 1,965.23
CORPORATE ARG 385.40 385 40
LABOR - OVERHEAD 643.38 643.38
LABOR - REGULAR 1,389.93 1,389.93
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Sum of amount account
project Project Name Task Task Name expenditure_type 1070 1080 Grand Total
02101 Services stl 1" B ARG POOL 506 49 506.49
BUSINESS UNIT A&G 3,315.18 3,315.13
CORPORATE A&G 688.97 688.97
L ABOR - OVERHEAD 880.78 890.78
LABOR - REGULAR 1,836 49 1,936 49
MATERIAL DIRECT - W/ STORES OH 203.11 203.11
MATERIAL DIRECT- W/O STORES OH 204.68 204.68
STORES OVERHEAD 46.64 46.64
02102 Services sti 2" BUSINESS UNIT ARG 509.75 509.75
CORPORATE ARG 88.18 8818
MATERIAL DIRECT - W/ STORES OH 40369 40369
STORES OVERHEAD 100,92 100.92
02201 Services pe <=1"  |BU A&G POOL 3.091.56 3,091.56
BUSINESS UNIT A&G 25,345.72 25,345.72
CORPORATE A&G 5,570.31 5570.31
EQUIPMENT RENTAL 4,069.31 4,069 31
LABOR - OVERHEAD 1,104.48 1,104.48
LABOR - BREGULAR 240105 2,401.08
MATERIAL DIRECT - W/ STORES OH 17,726.18 17,726.18
MATERIAL DIRECT- W/O STORES OH 664.16 664.16
MISCELLANEOUS 448.17 448.17
STORES OVERHEAD 4,034.09 4,034.09
02202 Services pe 2" BUSINESS UNIT ARG 509.74 509.74
CORPORATE A&G 86.18 83.18
MATERIAL DIRECT - W/ STORES OH 403.68 403.68
STORES OVERHEAD 100.82 100.92
02980 Service retire BUSINESS UNIT A&G 18,482.47 18,482 47
CORPORATE A&G 3,620.16 3,520.16
LABOR - OVERHEAD 5,997 86 5,897.86
LABOR - REGULAR 13,038.84 13,038.84
040.12363 Sum 86,570.98 45,538.68 132,109.66
Campbelisville 05 Non
040.12365 Growth 0120125 - Mains pe 1 1/4°  |BUSINESS UNIT ARG 542.81 542 81
CORPORATE A&G 93.90 93.80
MATERIAL DIRECT - W/ STORES OH 428.87 429.87
STORES OVERHEAD 107,47 107.47
01202 Malns pe 2 BU A&G POOL 208.51 298.51
BUSINESS UNIT A&G 5,484.04 5,484.04
CORPORATE ARG 1,014.25 1.014.25
LABOR - DVERHEAD 401.88 401.88
LABOR - REGULAR 873.65 87365
MATERIAL DIRECT - W/ STORES OH 3,615.88 3,615.88
MEALS &ENTERTAINMENT 53.70 53.70
STORES OVERHEAD 874.52 874.52
02101 Services stl 1* BUSINESS UNIT ARG 1,055.05 1,055.05
CORPORATE AXG 21153 211.53
MATERIAL DIRECT- W/O STORES OH 1,274.99 1,274.98
02102 Services sl 2" BU ARG POOL 11.27 11.27
BUSINESS UNIT A&G 26.96 26.96
CORPORATE ARG 6.28 6.28
MATERIAL DIRECT - W/ STORES OH 2224 22.24
STORES OVERHEAD 4.45 4.45
02201 Services pe <=1"  |BU A&G POOL 4,770.69 4,770 69
BUSINESS UNIT A&G 32,496.31 32,496.31
CORPORATE A&G 6,302.58 6,302.58
EQUIPMENT RENTAL 1,368,17 1,368 .17
LABOR - OVERHEAD 2,825.19 2,825.18
LABOR - OVERTIME 49.23 49.23
LABOR - REGULAR 6,063.85 6,063.85
MATERIAL DIRECT - W/ STORES OH 18,958.53 18,958.53
MATERIAL DIRECT- W/O STORES OH 215.71 215.71
REIMBURSEMENTS {2,424.24) (2,424 24)
STORES OVERHEAD 4,248.75 4,248.75
02202 Services pe 2" Bl A&G POOL 565 565
BUSINESS UNIT AXG 12.48 12.48
CORPORATE ARG 2.64 2.64
LABOR - OVERHEAD 4.21 421
LABOR - REGULAR 9.16 3.16
02980 Service retire BUSINESS UNIT A&G 15,728 .31 15,728.31
CORPORATE ARG 3,216.33 3,216.33
LABOR - OVERHEAD 5,577.34 5,577.34
LABOR - REGULAR 12,124.65 12,124.65
MATERIAL DIRECT - W/ STORES OH 487 .49 487.48
STORES OVERHEAD 98.64 98.64
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Sum of amount

account

Page 6 of 8

[project [Project Name [Task [Task Name Jexpenditure_type 1070 1080 Grand Total
040.12365 Sum 91,312.16 37,232.76 128,544.92
040.12367 Shelbyville 05 Non Growth {01104 Mains steel 4" BUSINESS UNIT A&G 41.42 41.42
CORPORATE A&G 7.18 716
MATERIAL DIRECT - W/ STORES OH 32.80 32.80
STORES OVERHEAD 8.20 8.20
01106 Mains st 6" BU A&G POOL 650.48 650 48
BUSINESS UNIT ARG 1,556.50 1,556.50
CORPORATE A&G 362.73 362.73
MATERIAL DIRECT - W/ STORES OH 1,284.00 1,284 00
STORES OVERHEAD 256.80 256.80
01202 Mains pe 2" BU A&G POOL 106.59 106.58
BUSINESS UNIT ARG 8,573.74 8,573.74
CONTRACTOR - LABOR 1,848.78 1,848.78
CORPORATE A&G 1,621.08 1,621.08
MATERIAL DIRECT - W/ STORES OH 4,648 41 4,648 41
MATERIAL DIRECT- W/O STORES OH 1,258.45 1,253.45
MISCELLANEQUS 609.24 609.24
STORES OVERHEAD 1,151.59 1,151.59
USE TAX 103.41 103.41
VEHICLE EXPENSE 1,863.12 1.863.12
01980 Mains Retire BUSINESS UNIT A&G 42569 425.69
CORPORATE A&G 9298 92.98
LABOR - OVERHEAD 10051 100.51
LABOR - REGULAR 218.49 218.49
MISCELLANECUS 102.40 102.40
02101 Services stl 1" BUSINESS UNIT AG 808.46 808.46
CORPORATE A&G 139.85 139.85
MISCELLANEOUS 800.30 800.30
VEHICLE EXPENSE 878.00 878.00
02201 Services pe <=1"  |BU AZG POOL 2,170.99 2,170.99
BUSINESS UNIT ARG 18,283 51 18,283.61
CORPORATE A&G 3,779.16 3,778.18
LABOR - OVERHEAD 66.02 66.02
LABOR - REGULAR 143.53 143,53
MATERIAL DIRECT - W/ STORES OH 14,678.96 14,678.86
MATERIAL DIRECT- W/O STORES OH 443.84 44384
MISCELLANEOUS 1,656.07 1,656.07
STORES QVERHEAD 3,354.00 3,354.00
02980 Service retire BUSINESS UNIT A&G 2.259.22 2,269.22
CORPORATE ARG 433.29 43329
LABOR - OVERHEAD 753.07 753.07
LABOR - OVERTIME B5.57 85.57
LABOR - REGULAR 1,851.51 1,661.51
MATERIAL DIRECT - W/ STORES OH 529 529
STORES OVERHEAD 1.32 1.32
040.12367 Sum 73,182.17 6,029.34 79,211.51
040.12369 Madisonville 05 Non Growth {01202 Mains pe 2" BUSINESS UNIT A&G 134.53 134 53
CORPORATE ARG 23.27 2327
LABOR - OVERHEAD 41.96 4186
LABOR - REGULAR 91.22 91.22
01204 Mains pe 4* BUSINESS UNIT A&G 430.22 430.22
CORPORATE A&G 74.42 7442
LABOR - OVERHEAD 134.18 13418
LABOR - REGULAR 281.70 291.70
01980 Mains Retire BU A&G POOL. 21227 21227
BUSINESS UNIT A&G 2,189.09 2,188.09
CORFORATE AG 417.67 417.67
LABOR - OVERHEAD 71007 710.07
LABOR - REGULAR 1,527 63 1,527 63
MISCELLANECUS - -
02201 Services pe <=1"  }BU ARG POOL 9,668343 9,683.43
BUSINESS UNIT ARG 95,924 41 95,924.41
CORPORATE A&G 19,727.20 19,727.20
LABOR - OVERHEAD 11,327.79 11,327.79
L ABOR - OVERTIME 30.85 30.85
LABOR - REGULAR 25,145 81 25,145.81
MATERIAL DIRECT - W/ STORES OH 57,130.95 57,130.95
MISCELLANEOUS 999.59 999 59
STORES OVERHEAD 11,833.40 11,6833.40
02202 Services pe 2" BUSINESS UNIT ARG 1,174 35 1,174.35
CORPORATE A&G 203.14 203.14
MATERIAL DIRECT - W/ STORES OH 930.00 930.00
STORES OVERHEAD 232.50 232 50
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Sum of amount

account

project Project Name Task Task Name expenditure_type 1070 1080 Grand Total
02980 Service refire BUSINESS UNIT A&G 54,101.89 54,101.89
CORPORATE A&G 10,509.69 10,508.69
EQUIPMENT RENTAL 8,830.44 8,830.44
LABOR - OVERHEAD 12,917.26 12,917.26
LABOR - OVERTIME 120 29 12029
LABOR - REGULAR 29,594.71 29,594.71
MATERIAL DIRECT - W/ STORES OH 50.88 50.98
MISCELLANEOUS 544397 5,443.97
STORES OVERHEAD 12.75 12.75
040.12369 Sum 235,564.92 126,638.71 362,203.63
040.12371 Princeton 05 Non Growth 0120125 - Mains pe 1 1/4"  |BU A&G POOL 161.79 161.79
BUSINESS UNIT A&G 387.14 387.14
GORPORATE A&G 90.22 90.22
LABOR - OVERHEAD 120.74 120.74
LABOR - REGULAR 262.49 262.49
REIMBURSEMENTS (586.63) (586.63)
01202 Mains pe 2" BU A&G POOL 165.21 165.21
BUSINESS UNIT A&G 1,436.83 1,436.83
CORPORATE A&G 328.41 328.41
LABOR - OVERHEAD 42357 42357
LABOR - OVERTIME 108.30 10830
LABOR - REGULAR 867.21 B867.21
REIMBURSEMENTS (1,112.31) (1.112.31)
01980 Mains Retire BU A&G POOL 44.94 44.94
BUSINESS UNIT ARG 1,31324 1,313.24
CORPORATE A&G 288.05 28805
LABOR - OVERHEAD 344.95 344 95
LABOR - REGULAR 749.80 749.90
MATERIAL DIRECT- W/O STORES OH 34.65 34.65
MISCELLANEOUS 170.49 170.49
02201 Services pe <=1"  iBU A&G POOL 5,147.53 5147.53
BUSINESS UNIT ARG 30,262.56 30,262 56
CORPORATE A&G 6,065.71 6,085.71
EQUIPMENT RENTAL 2,751.34 2,751.34
LABOR - QVERHEAD 2,439.21 2,439.21
LABOR - OVERTIME 28223 282.23
LABOR - REGULAR 5,226.30 5,226.30
MATERIAL DIRECT - W/ STORES OH 15,909 91 15,809 91
MATERIAL DIRECT- W/O STORES OH 228.26 228.26
MISCELLANEOUS 1,886.58 1,886.58
OTHER EMPLOYEE EXPENSES 156.36 156 36
REIMBURSEMENTS (125.07) (125.07)
STORES OVERHEAD 3,459.66 3.459.66
02202 Services pe 2° BUSINESS UNIT ARG 172.95 172.95
CORPORATE A&G 3358 33.58
LABOR - OVERTIME 47.48 4748
MATERIAL DIRECT - W/ STORES OH 8285 82.85
REIMBURSEMENTS {287.32) (297.32)
STORES OVERHEAD 20.71 20.71
02980 Service retire BUSINESS UNIT ARG 13,672.53 13,672.53
CORPORATE AXG 2,577.37 2,577.37
EQUIPMENT RENTAL 1,840.30 1,840.30
LABOR - OVERHEAD 3,337.46 3,337.46
LABOR - REGULAR 7,368.10 7,368.10
MATERIAL DIRECT - W/ STORES OH 66.46 66.46
MATERIAL DIREGT- W/O STORES OH 46.61 46.61
MISCELLANEQUS 1,125.22 1,125.22
OTHER EMPLOYEE EXPENSES 9.54 9.54
STORES OVERHEAD 16.62 16.62
040,12371 Sum 76,403.80 33,006.43 108,410.23
040.12373 Owensboro 05 Non Growth {01102 Mains 2" stael BU A&G POOL 728.74 728.74
BUSINESS UNIT ARG 2,241.92 2,241 92
CORPORATE A&G 457.38 457.38
LABOR - OVERHEAD 69.55 69.55
LABOR - OVERTIME 64.80 64.80
LABOR - REGULAR 86.40 86.40
MATERIAL DIRECT - W/ STORES OH 33707 337.07
MISCELLANEOUS 1,726.17 1,728.17
STORES OVERHEAD 84.27 84.27
01104 Mains steel 4" BU A&G POOL 294.55 204.55
BUSINESS UNIT ARG 4,370.94 4,370.94
CORPORATE A&G 941.92 941.92
LABOR - OVERHEAD 467.80 467.80
LABOR - OVERTIME 310.01 31001
LABOR - REGULAR 706.97 706.97
MATERIAL DIRECT - W/ STORES OH 1,011.23 1,011.23
MATERIAL DIRECT- W/O STORES OH 1,578.00 1,578.00
STORES OVERHEAD 25281 25281
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Sum of amount account
project Project Name Task Task Name expenditure_type 1070 1080 Grand Total
01202 Mains pe 2" BU A&G POOL 3,555 89 3,555.89
BUSINESS UNIT ARG 29,870.08 29,870.08
CONTRACTOR - LABOR 9,028.86 9,028 86
CORPQORATE ARG 5,746.47 5,746.47
LABOR - OVERHEAD 3,401.90 3,401.90
LABOR - OVERTIME 61071 610.71
LABOR - REGULAR 6,775.92 6,775.92
MATERIAL DIRECT - W/ STORES OH 1,356.81 1,356.81
MATERIAL DIRECT- W/O STORES OH 736.95 736.95
MISCELLANEQUS 8,725 .06 8,725.06
REIMBURSEMENTS (1,792.38) (1,782.38)
STORES OVERHEAD 186.48 186.48
01204 Mains pe 4* BUSINESS UNIT A&G 4,762.50 4,762 50
CORPORATE A&G 823.85 823.85
LABOR - OVERHEAD 948.37 948.37
LABOR - REGULAR 2,061.69 2,06169
MISCELLANEOQUS 1,704.38 1,704.38
01980 Mains Retire BUSINESS UNIT A&G 6,377.17 6,377.17
CORPORATE A&G 1,146.97 1,146.97
LABOR - OVERHEAD 1,880.14 1,880.14
LABOR - OVERTIME 37.54 37.54
LABOR - REGULAR 4,049.74 4,048.74
. MISCELLANEQUS 565.64 565.64
02101 Services stt 1° BU A&G POOL 491.53 491.53
BUSINESS UNIT ARG 1,086.17 1,086.17
CORPORATE A&G 229.48 229.48
MISCELLANEQUS 1,164.29 1,164.29
02201 Services pe <=1"  |BU A&G POOL 28,593.66 28,593.66
BUSINESS UNIT ARG 282,078.46 282,078.46
CONTRACTOR - LABOR 134,342.00 134,342.00
CORPORATE ARG 61,262.17 61,262.17
LABOR - OVERHEAD 38,420.25 38,420.25
LABOR - OVERTIME 2,086 40 2,086 .40
LABOR - REGULAR 84,489.49 84,489.49
MATERIAL DIRECT - W/ STORES OH 60,477.73 60477.73
MATERIAL DIRECT- W/O STORES OH 3,642.21 3,642.21
MISCELLANEOQUS 13,654.45 13,654.45
PERMITS - OTHER 441.00 441.00
REIMBURSEMENTS (10,060.61) (10,060.51)
STORES OVERHEAD 13,146.18 13,146.18
USE TAX 10.47 10.47
0220125 - Services pe 1.25* IBUSINESS UNIT ARG 656.66 656.66
CONTRACTOR - LABOR 1,170.00 1,170.00
CORPORATE ARG 20471 204.71
MATERIAL DIRECT- W/O STORES OH 204.05 204.05
MISCELLANEQUS a7.21 37.21
02202 Services pe 2" BUSINESS UNIT ARG 5,955.99 5,955.99
CONTRACTOR - LABOR 5,333.00 5,333.00
CORPORATE ARG 1,035.64 1,085.64
LABOR - OVERHEAD 25.40 25.40
LABOR - REGULAR 55.22 55.22
MATERIAL DIRECT- W/O STORES OH 171.86 171.86
MISCELLANEQUS 355.08 355.08
REIMBURSEMENTS (245.48) (245.48)
02980 Service retire BUSINESS UNIT ARG 59,326.26 59,326.26
CONTRACTOR - LABOR 27,216.79 27,216.79
CORPORATE ARG 12,180.90 12,180.90
LABOR - OVERHEAD 12,710 56 12,710.56
LABOR - REGULAR 28,336.97 28,336.97
MATERIAL DIRECT- W/O STORES OH 1,205.35 1,205.35
MISCELLANEQUS 1,985.40 1,985.40
PERMITS - OTHER 200.00 200.00
040.12373 Sum 824.748.74 157,219.43 981,868.17
040.12375 Paducah 05 Non Growth 01102 Mains 2° steel BU ARG POOL 749.66 749.66
BUSINESS UNIT ARG 2,552.10 2,552.10
CORPORATE A&G 576.79 576.79
LABOR - OVERHEAD 86859 868.59
LABOR - REGULAR 1,888.23 1.888.23
01104 Mains steel 4" BU A&G POOL 1,556.16 1,556.16
BUSINESS UNIT A&G 4,385.09 4,385.09
CORPORATE A&G 1,021.91 1,021.91
LABOR - OVERHEAD 1,389.25 1,389.25
LABOR - REGULAR 2,951.60 2,951.60
01106 Mains stf 6" BUSINESS UNIT ARG 963.85 963.85
CORPORATE A&G 224.63 224,63
LABOR - OVERHEAD 300.61 30061
LABOR - OVERTIME 228.06 228.06
LABOR - REGULAR 42545 425.45
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Sum of amount account
project Project Name Task Task Name expenditure_type 1070 1080 Grand Total
01202 Mains pe 2* BU A&G POOL 3,031.44 3,031.44
BUSINESS UNIT A&G 9,679.58 9,679.58
CORPORATE ARG 1,949.66 1,949.66
EQUIPMENT RENTAL 250.00 250.00
LABOR - OVERHEAD 3,193.01 3,193.01
LABOR - OVERTIME 19350 193.50
LABOR - REGULAR 6,545.84 6,545.84
MATERIAL DIRECT - W/ STORES OH 2667 28.67
STORES OVERHEAD 6.67 6.67
01204 Mains pe 4" BUSINESS UNIT ARG 564,15 564.15
CORPQRATE ARG 116.94 116.94
LABOR - OVERHEAD 226.86 226.86
LABOR - REGULAR 493.17 48317
02101 Services sti 1" BU A&G POOL 772.07 772.07
BUSINESS UNIT ARG 4,756.09 4,756.09
CORPORATE ARG 969.86 969 B6
LABOR - OVERHEAD 1,484.70 1,484.70
LABOR - REGULAR 3,223.38 3,223.39
02201 Services pe <=1"  |AIC (117.61) (117.61)
BU A&G POOL, 8,742.63 8,742.63
BUSINESS UNIT ARG 83,885.14 83,885.14
CORPORATE ARG 16,974 91 16,974 91
LABOR - OVERHEAD 13,285.13 13,235.13
LABOR - OVERTIME 336.02 336.02
LABOR - REGULAR '28,210.74 28,210.74
MATERIAL DIRECT - W/ STORES OH 38,789.76 38,789.76
MISCELLANEQUS 448.17 44817
REIMBURSEMENTS (3,299.96) (3,299.96)
STORES OVERHEAD 8,833.40 8,833.40
02202 Services pe 2" BU A&G POOL 10,15 10.15
BUSINESS UNIT ARG 369.02 369.02
CORPORATE ARG 64.69 64 69
LABOR - OVERHEAD 116,92 115.92
LABOR - REGULAR 251.22 251.22
REIMBURSEMENTS (413.99) (413.99)
02980 Service retire BUSINESS UNIT ARG 15,840.50 15,840.50
CORPORATE ARG 3,256.85 3,256.85
LABOR - OVERHEAD 5,743.21 5,743 21
LABOR - REGULAR 12,485.24 12,485.24
MATERIAL DIRECT - W/ STORES OH 67.79 67.79
STORES OVERHEAD 16.95 16.95
040.12375 Sum 254,000.92 37,410.54 281,411,486
040.12377 Mayfield 05 Non Growth 01202 Mains pe 2" BUSINESS UNIT A&G 280.62 280.62
CORPORATE A&G 65.40 65.40
LABOR - OVERHEAD 8752 8752
LABOR - REGULAR 190.27 19027
AEIMBURSEMENTS (805.85) (805.85)
01980 Mains Retire BUSINESS UNIT ARG 320.82 320.82
CORPORATE AG 7477 74.77
LABOR - OVERHEAD 100.06 100.06
LABOR - REGULAR 217.52 217.52
02201 Services pe <=1"  |BU A&G POOL 21,979.30 21,979.30
BUSINESS UNIT ARG 76,767.12 76,767.12
CONTRACTOR - LABOR 31,103.13 31,103.13
CONTRACTOR - SERVICES 10,789.25 10,789.25
CORPORATE ARG 16,078.47 16,078.47
EQUIPMENT RENTAL 3,827.28 3,827.28
LABOR - OVERHEAD 7,082 69 7,082.68
LABOR - OVERTIME 3,949.22 3,949 .22
LABOR - REGULAR 12,338.19 12,338,189
MATERIAL DIRECT - W/ STORES OH 10,126 42 10,126.42
MATERIAL DIRECT- W/O STORES OH 1,391.69 1,391.89
MISCELLANEQUS - -
REIMBURSEMENTS (552.83) (552.83)
STORES OVERHEAD 2,294.31 2,294.31
02880 Service refire BUSINESS UNIT ARG 5,190.95 5,190.95
CORPORATE A&G 1,115.21 1,115.21
LABOR - OVERHEAD 4,861.99 4,861.99
LABOR - REGULAR 10,648.05 10,648.05
MATERIAL DIRECT - W/ STORES OH 43.94 4394
STORES OVERHEAD 10.99 10,99
040.12377 Sum 196,992.20 22,584.30 219,576.50
Grand Tolal 3,144,018.00 68545213 ] _3,729.470.13
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Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR ltem 142
Witness: Robert R. Cook Jr.

Data Request:
Provide a narrative explanation of a typical Main and Setrvice replacement project.

Response:

Once the planning and budgeting process has been completed, reviewed by all
involved departments and approved, our local Operations will then prepare for the
project. Our Operations Supervisor will order all required materials which,
depending on the size and location of the job, can be delivered on site or in our
Service Center. During this time the supervisor will meet the Crew Foreman and
review the job, visit the worksite, and plan for the construction. Our local One Call
(BUD) will be contacted, we will notify the City Engineer where applicable, and also
communicate with any residence along the job site that may have questions. This
notification is typically done by letter, door-tag, or a visit by our Supervisor or
Foreman.

Once all the preparation has been completed then the work will begin. Where
practical any main replacement we complete, we will also replace all the services
involved. One exception would be if the service had been replaced recently.
Where practical our crews will directional bore the main. This minimizes opening
trenches and reduces the need to cut streets, sidewalks, etc. Once the main is
installed, tested and active, we will begin replacing the services involved. Typically
and where feasible we will insert these with plastic into the existing service. Again,
this minimizes clean-up and limits our disturbance in customers yards as much as
possible.

After all the services have been replaced our crews will retire the old main, purge
the line, and cap off. Depending on the time of year and weather conditions we will
follow-up with any clean up necessary. This could include: concreting, blacktop,
seed, straw, etc. We attempt to leave the area as we found it. Our Engineering
Technician will receive all completed paperwork and maps, the Supervisor will sign
off and the project will be closed.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR ltem 143
Witness: Robert R. Cook Jr.

Data Request:

Identify all Main and Service additions during 2005, and indicate whether they were
replacements, new additions or other. Explain the “other” category.

Response:

Main and Service additions during 2005:

New Main: 239,801 feet
Replaced Main: 40,631 feet
New Services: 2,112
Replaced Services: 833

Other: n/a



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR item 144
Witness: Robert R. Cook Jr.

Data Request:
Provide a sample work order showing the retirement of a gas main.

Response:

See attached Company work order labeled AG DR1-144 ATT.



Atmos Energy - Construction Survey | Hfvo Cass ssDNo: 89930 -
General Date: LQ/ZZ'(_/QZ_Q_QMQ By: ﬁ?‘l fd&’/mﬁﬂn Emp ID #: h__,,_w_

Property Tax Code: %ﬂz X Tax Unit: Map #:
Town Name: éwgﬂ 3 é onp TownNumber: 4~ o & Division:  ZF _Z
Address / Lacation: j}dﬂ /6/« //r/#//”h/ /p’,ﬁ l&z

Service Performed: 24 0@ &2 "//S oy e Zip: ' TI5 State: & 7&_
County/Parish: HelE5S Schoal District: Kﬁﬂ?///.S\S‘ Cross Ref #:

Area: lCL@ Pipeline #: gfgo N /&‘&'/ Oracle Project #: m—lﬁ.‘—o

For Irrigation Or Rural Irrigation Only:
Line Name: Section: Block: Survey:
' 1 l System Type:. ' ( l Cover:
1. Distribution 3. Irrigation 5. Gathering i. Dist 3. Asphalt 5, Rack 7. Other
2. Rural Distribution 4. Transmission 6. Storage 2. Brick 4, Concrete 6. Liguid
I Z: 7/ ] System MAOP (psig) [ ‘32" [ Approtimate Pipe Depth (inches)
Leak Found: Date Found: ____ /__ /__
Leak Survey No: i Leak Order No: e
Time Found: _ am/pm Time Classified: __am/pm Leak Grade: 1 2 3 4
I I Apparent Location: Approx Distance to l I _Population Density: I l Service Risers:
1. Main 4. Riser Nearest Bldg (ft): i. Commercial - Dexise 4, Residential - Light 1, Without Outside Riser (Vault)
2. Service 5. Yard Line ' 2. Commercial - Light 5. Rurai ~Class [, 2 2. Adjacent to Building (within 107
1. Meter Loap 6. Other Grade of Nearest 3. Residential . Dense 6. Rural - Class 3, 4 3. Away from Buildiag (over 107
Magnitude of CGI udication: Building to Main: Comments:

% Gas %LEL 1. Above 2. Level 3.Below

Third Party Damage / Billing Information: Leak Re-Evaluation

Third Party Name: Y4 Employee

Third Party Address: A7 F & ID# Date Grade  %Gas  %LEL
Contact Name: ‘ Phone:
' ’ Type of Work: l l Reason Damapge Occurred:

b Sewer T Drainage 1. No Notification 5. Improper Job Location

2. Water 8. Landscaping 2. Locate Issues 6. Failure to Hand Fxpose

3. Electric 9. Imigation 3. Insufficient Locate Time 7. Deliberate

4, Telephooe 10. Feocing 4. Third Pany Carclessness 8,

5. TV/Cable 11. Poles / Signs N
6. Road Const. 12 o Damaging Equipment:

Located By: ‘ Employee / Coritractor Locate Ticket #:

Line Pressure: (psig) Discharge Time: (min) Injuries or Deaths:  yes / no Damage to Property:  yes / no

Leak Area: in® Locate Markings Within State Law: yes / no -altach a copy of the locate ticket for all third party damage incidents-

! Drawing for Posting to Maps:

North: __}_

-allach additional pages for drawing when necessury-




Employee ID#

Leak Repaired: RepaiedBy: ~  EmployeelD# ____
" Repair Date: / ! R Welding By: EmployeeID¥ . __
! ' Facility Involved: l l Origin of Leak: l ] Initial Cause:
1. Main 4. Yard Line 1. Pipe 5. Drip 9. Longitudigal Weld 1. Corrosion 4. Material Defoct
2. Service 5. Riser 2. Valve 6. Regulator 10, Clamp 2, Outside Force 5. Other
3. Meter Loop 6. Other 3. Tap 7. Compressor 3. Consiruction Defect 6. Third Party
4. Fitting 8. Girth Weld
Miscell;neous: Number of Leaks Repaired: ’ ] Type of Pipe:
77?‘& Duplicate Order 4. Not Natural Gas On Main 1. Conted Stee) 4. PE
2. Customer's Line 5. No Leak Found On Service 2. Bare Steel 5. PVC
3. Other Company 3. Castlron 6. Other: .
! I Type of Coating: l I Condition of Coating: ’ ' Estimated Vear of Installation:
1. Bare 4. Mill Wrap i. Excellent 3. Poor 1. Before 1930 4. 1970 - 1989
2. Hot Coated 5. Other: 2 Tair 4, Disbonded 2. 1930- 1549 5. 1950 - Present
3. Thin Film (Epoxy) 3. 1950- 1969 6. Unknown
CathOdiC Protection: Visnal Inspection: Yes / No Atmospheric Corrosion: Yes / No
I l External Corrosion: l l Internal Corrosion: Area: Section:
1. None 3. Severe 1. Nose 3. Severe P/S Before: P/S After: . main / service
2. Slight  Pit Depth: 2. Slight  Pit Depth: P/S Before: P/S After: main / service
WEevaihabie) T e '
Pressure Test:
Main: ~ psig Duration: hirs / min Medium: gas/ air/ H,0 Soaped: yes/no MAOP: 6@ psig
Service: psig Duration: hrs / min Medium: gas/air/ H,0 Soaped: yes/no MAOP: psig
Residual Gas:  yes / no Comments: .
Install | Remove Materials M/ ¥ Install | Remove Materials M/S
Bog’| 2'' PE m
V4 27 CAWLL‘-QD
/ PloseKer Fole.
Functional / Task Main - ¢ Werk Wall Length
Number: Service - # Code Size Material Copper - 1 Thickness of Pipe
___ 632 ___o A out- 1 22 # Steel - 3 Rl 308’
e e e e e e e e . In-2 R —— PVC-3 [
_______ R, P New -3 s . PE-4 e e e e et e
_______ e — Reni -4 R . ABS-5§ i e e
R S e e — R S Other - 6 e e
Cast Iron -~ 7
Gas Less Calculation: X = Bare Unpr- 8
CCF Lost Unit Cost Cost of Gas Lost Bare Prot - 9
Office Use Only:
Labor Hours Hours Equipment Used Hours Labor:
Emp ID Unit #: Overtime:
G. ..‘{1'- </ ] ‘39; 4 LQ& z Clerical:
» _D__[[%La &f Administrative:
Material:
Associated Cost:
Equipment Cost:
Contractor Labor: Contractor Cost:
Gas Loss:
Total Total Total
Completed By: Date: fé"’.’Z“‘Qﬂ' } ; Entered By: Date:
Reviewed By: Date: Tech Services: Date:
Dales

Approved By:

- Date: /ﬁ { 'i}"ﬂé Maps Updated:




Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR Item 145
Witness: Don Roff

Data Request:

Provide a copy of the Company’s most recent prior depreciation studies and the
Order(s) establishing the present deprecation rates. Include both the study for
Kentucky plant and the 2002 SSU study Mr. Roff mentions on page 14 of this
testimony.

Response:
Please see the attached 1997 Kentucky Depreciation Study labeled AG DR1-145

ATT1, the attached 1999 Kentucky rate order labeled AG DR1-145 ATTZ2, and the
attached 2002 Shared Services Depreciation Study labeled AG DR1-145 ATTS3.



ATMOS ENERGY CORPORATION

Depreciation Study of
Western Kentucky Gas
Company Property

as of September 30, 1997
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/R Delaitte & Touche LLP lelaphona: (214) 777-7000
<z Suite 1600

Chase lower

2200 Ross Avanun

Brallas, lexas ¢5201-6778

April 1999

Almos Energy Corporation

P.O. Box 650205

Dallas, Texas 757265

Attention: Mr. Don Burman, Assistant Cantrollar

In accordance with your request and with the cooperation and participation of your stafl, a book
depreciation study of Weslern Kentucky Gas Compuny {WKG) has been condueted. The study
coversd all depreciable property, and recognized addition and retirement expericnce through
September 30, 1997, The purpose of the study was to determing Ift!m existing depreciation rates
ramain appmprialcv for the propsrty and, ifn.nt, to recommend changes. Changes arc recommende.”
The recommended changes in aggrsgale cause virtugily no change in the depreciation rates used to
calealate the annual expense, Tlowever, the individual mix of assets, the selected mortality

characteristics and resulting dupreciation rates requirs sore adjustment. What this means 15 (hat the

current level of depreciation expense is adequate and supported by this study.

A comparison of the elluct of the existing acconnt rates and the recommended account rates is shown

below, based on depreciable plant balances as af September 30, 1997

Composite Depreciation Rate

Funation Iixisting Recommendgd
% %%
Storage Plant 4.35 2.21
Transmission Plant 2.44 1.39
Distribution Plant 3.48 3.76
General Plaat 7.30 6.94
Totat WK 3.71 371 L

Deloitts Touche
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‘The surnmary on the previous page is taken from Schedule 1, which shows the annual dercciatfop
provisions calcutated [rom the existing rates and recommended account rates and differences for
WG, Based on the September 30, 1997, depreciable balances, the recommended depreciation rates
will result in an anpual inercase in depreciation provisions of $575, "The study results are being driven
by three accounts, Decreases were found 10 be needed for Transmission Mains {(Accounl 367) and
Distribution Mains (Aceount 376) dug, we believe, to less negative net salvage. These docreases are

ollsct by an increase for Services (Account 380) due 10 increased nugative net salvags,

Schedule 2 shows a comparison of the mortalily characteristics used to caleulate the existing and
recommended rates. The existing and recommended rates are caleulated using the equal fife group

(ELG) procedure and the remaining lifc technique, consistent with the prior depreciation study,

The following sections of this report describe the methods of analysis used, the bases for the

conclusions reached and recominendations for both immediate and future action by the Company.

W appreciate this opportunity o serve Atmos Energy Corporation and would be pleased to muet with

you to discuss further the matters presented in this report, if you desire.,

Yours truly,

ototte 4 Tructe LUP
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PURPOST OF BDEPRECIATION )

Bouk depreciation accounting is the process of recognizing in financial siatoments the vopsumption of
physical assets in ¢ process of providing a service ora product. Generally aceepted accounting
prineiples require the recording of depraciution pravisions to be systematic and rational, To he
systematic and rational, depreciation should, to the extent pussibie, match cither the consum ption of the
facilities ur the revenues gencrated by the facilities. Accounting theory requires the inatching of
expenscs with etthicr consumplion or vevenuus 1o ensure that [insneial statements reflect (he results of
operations and changes in financial position as accurately as possible. The matching principle is often
reterred to as the “eause and clfect” principle; thus, both the cause and the ctfect are required to be

recognized for financial accounting purposes. This study was conductad in 4 manner consiseent with the

matching principle of accounting,

Because utility revenuus are determined through reguiation and this study assumes that such regiiation { '
will continue, asset consumption is not automaticalty reflected in revenues. Therefore, the consumption

of utility asseis must be meusured dirsctly by conducting a hook depruciation study to accuralely

determine their mortality charssteristics,

Matching is also an essential element of basic regulatory philosophy, and il has become known as
“intergenerations] customer eguity.” Inlergenerational customer equily means the costs are borne by ths
generation of eustomers that caused them to be incurred, not by some carlier or kater generalivn, This

maiching Is required to ensuce that charges to customners reflect (he actual costs af providing service.

(.
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DEPRECIATION DEFINITIONS -

The Uniform System of Accounts preseribed for gas utilitics by the Federal Rnergy Regulatory

Commission followed by WKG states that:

“Depreciation,” as applicd to depracizble gas plant, means the loss in service value not
restored by eurrent maintenance, ineurrotd in connection with the consumption or
prospective retirement of gas plant in the course o service from causes which are known
to be in carrent operation and against which the utility is not proteeted by insurance.
Among the causes o be given consideration arc wear and tear, decay, action of the
sloments, inadeguacy, obsolescence, changes i the act, changes in demand and
regnirements of public authurities, and in the case of natural gas companies, the
exhaustion of natural resources.

“Service value” muans the difference hetween original cost and net sakvage value of gas
plant.

“Net salvage value” means the salvage value of property retired less the cost of removal,
“Salvage valus” means the amount received for the properly rotired less any expenses
memrred in connection with the sale or in preparing the property for sale or, il retained,

the amount at which the material is chargeable 1o materials dnd supplies, or other
appropriate account. : ‘ :

“Cost ol removal” means the cost of demolishing, dismantling, tearing down or
otherwise removing gas plant, including the cost of transportation and handling
incidental thereto.

As is clear [rom the wording of the salvage value and cost of removal definitions, it is the salvage that
will actually be received and the cost of removal that will actually be incurred, both imeasured at the

price level at the titme of reccipt or incurrence, that is required to be recognized in the depreciation rates

of WKG.

These defmitions are vonsistent with the purpose of depreciation, and the study reported herg was

conducted in a manner consistent with both.
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ACCOMPLISHUMENT OF ACCOUNTING AND REGULATORY PRINCIPILES

Utility depreciation accounting ts 4 group concept. Inherent in this concept is the assumption that all
property is fully depreciated at the time of retivement, regardless of age, and there is no aitert to record
the depreciation applivable to individual componeonts of the groups, The depreciation rales are based on
the recognition that cach depreciable property group has an average serviee fife. However, very little of
the property is “average.” The gioup concept carries with it recognition that mosl propeity will be
retired at an age cither loss than or greater than the average service life. The study recognized the

existence of this vuriation through the identification of Iowa-type retircment dispersion patterns for all

property groups.

The depreciation study required (o determine the applicable mortality characieristics {s independent from
the caleulation of the depreciation rutes. The resulting mortality characteristics can be used to calculale
either average [i{e group (Al.G) or ELG rvates, both with cither the whole life "wchnique or the remaining [
life technique. Any set of mortality cha ractcfistics that is suitable [ur calculating A1CE rates is just as
suitable fur caloulating BLG rates. Conversely, any sel that is not suilable for ELG is not suitable for
ALG. ALG and LLG are straight-line procedures that reflecl Jite measured by time, with ALG utilizing
average lite and ELG utilizing actual life. For ALG, all properly in the group is assumed 10 have a lifc
cqual to the average of the group. ELG recognizes thal, in reality, only & small portion of the group
retives at an age eyual to the average scrvice life. For the average to exist, about half of the investment in
an asset group will be retired th ages less than swverage life, a sinall amount at average life aud éhe rest at
ages greater than average life. 11y the use of this dispersion in the vate caleulation that causes ELG rates
to better match cost recovery with the vse of and benefit from property. Thus, the ELG procadiire best
accomplishes the purpose of buok depreciation accounting by ensuring that the recording of depreciation

provisions match the actual consurnption of the pliysicat asscis. Since ELG matches the resording off .
-
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consumnption with the sctual consumplion, customers wit! pay the actual costs incuned (o setve tien,

For this reason, ELG rates are again rocommended,
A detailee discussion of the ELG procedure is included in the Appendix to this report,

THE ROOK DEPRECIATION STUDY

Impletentation of a policy toward book deprecistion that recognizes the purpose of depreciation
aceounting requires the determination of the moality characteristics that are applicable to sprviving
property, The purpose of the depreciation study reported here was to accuralely measure those mortality

characteristics and to use the characteristics to determing appropriate rates for acerual of depreciation
gXpCnSes.
‘'he major effort of the study was the determinalion of the appropriate moriality characteristics, The

remainder of this report deseribes how those characteristics were determined, Geseribes how the

wortality characteristins were used to calenlate the recommended dupreciation rates and presents ihe

results of the rate caleulations.
The study consisted of the following steps:

Step One was a Life Analysis consisting of detenmination of historical retirement experience and an

svaluation of the applicability of that expericnee to surviving property.

Step Two was a Salvagy end Cost of Removal Analysis consisting of a study of salvage vaiuc and

cost of removal experiendce, and an evaluation of the applicability of that expericnee to surviving

properly.

Dedpitte &,
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Step Three cunsisted of the determination of average serviee lives, retiroinent dispersion patterns

wentified by Iowa iype curves and the net selvaee factors applicable W surviving propeity.
s P EP

Step Four way (he determination of the depreciation rate apphicable to each depreciable property

group, recognizing the results of the work in Steps One through Three, and a comparison with the

existing rales,

LIFE ANA)YSIS

The J.ife Anulysis for the properly concerns the determination of average service lives and Jowa-type
retirement dispursion patterns. An analysis of historical relirement activity, suitably fcrpered by

informed judgment as fo the fiture applieability of such activily w surviving property, formed the basis

for determination ol average service lives and retirement dispersion patterns. Retircment experience

through September 30, 1997, wus analyzod using both the Actuariul sod Simulalud Plant Record (8PR)
methods of Life Aﬂnalysis. The h;tuériai rsthod could be l;scd because the vintage of retived and { a

surviving propesty is known for cortain property groups.

In arder to recognize trerds in Jife characteristics and to ensure that the valuable information in the
curves is available 1o the analyst, aclual surviver curves were calculated and plotted by computer using
several different periods of retireinent experience. The periods {year bands) of retirement experience
analyzed by the Actvarial muthed were (1) the pust three years and (2) the past six years, which is the
full extent of a.vailab}e history. The average service bHves and retirement dispcr'sion paltcrus; indiuétcd by
these actual survivar curves were iduntified by visually fitting lowa-type standard curves to each of the
avival curves and plotting the results, This visusl approach ensures that the data contained in the actnal

survivor curves, input data and the trends ace avaitable to the analyst, snd that ihe analyst does pot allow

computer calculations to be the sole determinant of study results,
(.
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The SPR methed was used Lor properly groups for which vintages are not known, and both the SPR .
balances procedure and the retirements procedure were wiilized. The SPR balances procedure consists of
applying survivor ntios for fowa-type dispersion patterns to gross additions s ovder to caloulate annual
balances an<l then comparing the caloulated balunces with the ackual annual balances for several periods
of retirement expericnee, followed by statistical comparisons of the calcnlated balances over the period
with the actual balances for the same period. Through an iterative procedure, a computer prograrm
calculates the best-fitting average scivice life for each of the 27 lowa-lype left, symmetrical and rigin
moda! dispersion pallerns, using the most recent year as a starting puint, then backs up one yeur and
repeats the process. Thus, trends are shown, both by using different perieds of retirement experience and

by making caleulations as if the study were done st the cnd of sach of the lust ten yeurs,

The SPR retirements procedurc is similar, excepl that the retirement frequency rates of the Towa
dispersion patlerns are utilized to cajculate annval retivements, and the comparisons are to actual
retiremenis rather than to balances, The SPR retirements procedute is more sensitive, recognizing

¢hange more quickly than the SPR balances procedure.

The periods of retirement experience analyzed for the SPR method were the past 5, 10, 15, 20 and 25

years.

SALVAGE AND COST OF REMOVAL ANALYSIS

Satvage and cost of remaval experience from 1993 through 1997 at the functionat level was the basis for
determining the net salvage factors used. The analysis was donc in a manner that allows sclection of
separate salvags and cost of removal fuctors {or most depreciable property groups. The analysis
consisted ol cafculating the expericneed salvage and cost of remova! factors for each property group by

dividing salvage and cost of removal amounts by the original cost of the retived propesty. Factors are

Defpitte &
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expressed as percentages and were caloulated tor annual, rodling and shrinking bands of retivement

expericnce. Certain history was avaiiable at the auvuint Jevel and additional analysis was made of the

funciional components.

The average dollar age of relirements of Distribution Mains and Services is young relative fo the
expected age of surviving property at relireanent. This results in overstating the salvage factors and
undlerstating the cost of rernoval factors applicable t surviving property, if history serves as the sole
basis for net salvage determination. Salvage factors are overstated because young property is more likely
to be reused thao junked, and the sabvage value of roused items is much higher than scrap value. Cost of
removal factors are understuted becauss the amount of intlation reflecled in the cost to remove young
properly is much less than the amount that will be reflected in the cost to remove the surviving property.
The average age of original installations at retirerent is equal to the average service life, meaning that
the average age of surviving property at retitement will be higher than the average service fife, and much

higher than the age of current retiremcots.

EVALUATION GF ACTUAY, EXPERIENCE

Life Analysis and Salvage and Cost of Removal Analysis involve the measurement of what bas oceurred
in the past. History is often a misleading indicator of the future. ‘Therw are many kinds of evenls that can
cause history to be misleading, among them significant changes contemplated in the inderlying
aceounting procedures andfor changes in other management p}"actices such as maintenunce pn’ocadﬁrcs‘ﬂ
It ts the evaluation phase of a depreciation study that idemtifies if history is a good indicator of the future.
Blind acceplunce of history often results in scleeting morlality characteristics o use [ur calculating

depreciation rates that will provide recovery over a time period fenger than productive life.

{
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For each properly group, the analysis provesses involyved only historical retircinent expericnce. Since the
dopreciation rates wilt be upplied to surviving properiy, the historieal moiality expericnce indicated by
the Lite and the Salyage and Cost of Removal Analyscs was evaluated to ensure that the mortality
characteristics used to calcukbate the rales are applicabls to surviving property, The evaluation is required

lu ensure the validity of the recommended depreciation rates.

The cvaluation process requires knowledge of the type of property surviviag; the type of propenty relired;
the reasons for changing life, dispersion, safvaye and cost of removal; and the effect of present and future
WKG plans on the property mortality characteristics. The evaluation included discussions with WK
accounting, cngineering aad operating personncl; determination of the type of property recorded in a

nunber of accownts; and spucial analyses of retirements to identify the type of property retived and

reasons for vetivemeont,

The Life Arla]y;is proccdure determines the avcr;age service life applivable to original instullations. The
Salvage and Cost of Removal Analysis provedure determines the net salvage appliesble 1o uriginal
installations unly if the age of retirements is abuut the same as the average service life. I1f the age of
retirements is less than average service life, salvage factors will normally be overstated and cost of
removal factors understated. [T the age of retirements is greater than average serviee Hfe, salvage factors
will normally be understated and cost of removal Tactors overstated.  Whon analyses of study dala shows
thiat this situation oxists, some compcnsgtion 15 appropriste, The retirements of Distribution Mains and
‘Services are ;runng relative to average servioe life. To partly cnmpr;nsate for [he low age of retired
property, the evaluation of the Salvage and Cost of Removal Analysis gave greater weight 10 the most
recent experience than was given for the Life Analysis and recognized this age sensitivity by moving
toward the {uture net salvage [wotors determined in this study, The compensation is only partial, because

the age of current rotivements is much less than the average service fife,
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CALCULATION O DEPRECIATION RATES

A straighl-line remaining lile rate for each depreciable properly gronp was caleudated using the lollowing

formula:

Rate = Planl Balance - [Future Net Salvage - ook Reserve
Average Remaining life

Formula numerator elements jn percent of depreciable bafance und the denominator in years produce a
rate in percent. This formula tllustrates that a remaining life rate recognizes the book reserve position.

The depreciable batancey and hook reserves were taken from secounting records, and the nel salvage

factors were determined by the study.

The remaining lives for each property group are a function of the uge distribution of surviving plan and

the sclected average service life and Iowa dispersion pattern.

RESULTS

Sturage Plant

The rate decreased from 4.35% to 2.21%, primarily due, we believe, to less negative net salvage for

Aceount 352, Walls,

Transmission Plant

The rate decreascd from 2.44% to 1. 39%. The most significant change in the annual accrual is for

Account 367, Mains, duc, we bolisve, to less nugative net salvage.

.

Nelpitte &
____Touche

-1l A




Distribution Plant

The rate increased slightly trom 3.48% to 3.76%. The most sighificant change in the annual acerual is

for Avcount 376, Mains, due, we betieve, to less negative net salvage, and Account 380, Scrvices, whicre

more niegative net salvage was recognized.

The rate decreased from 7.30% to 6.94%. The most significant changes are due, we belicve, fo increases

in average survice life and recognition of positive nct sajvage.

RESERVE COMPARISON

Beeuuse remaining life rates are recommended, a comparison of the accumulated provision [or
deprecialion and the caloulated Lhevretical reserve as of September 3G, 1997, is not meaningful, and no
comparison is prasented. This is because ihe only way a reserve dilference can exist is through the use

of whole life rates. The ouly use of the theoretical reserve was for the allovation of the book reserve to

#Heeounts,

RECOMMENBDATIONS

Cur recomamendations [or your future actions in regard to book depreciation are as foliows:

f. The depreciation rates shown in Column 6 of Schedule 1 are applicable to existing property and are

recommended for implementation at such time as their effect can be incorporated into service rates.

\
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Because uf variation of life and net salvage experience with time, a dupresiation study should be
. }j
made during 2002 based on rativement expericnee through September 34, 2007, Exact timing of the

study should be coordinated with a retail rate case 10 ensure timely nnplementation of revised

deprecialion rates.

Consider the impiementation ol an amoitization accounting pracess for cortain general plunt asset

calegones,

L
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ATMDS ENERGY - WESTERN KENTUCKY GAB COMPANY {(WKG)
Depreciation Rata Conparison

Btudy as of Septomber 30, 1897

Schaduls 1

[} 121 3 4} 18] [6] {71 ]
Recommegnded Study Rales |
_ Accouit Sludy Balunes Bxlstling Annuat BLG Annual Increasel
Number e E}_cscrib!ion . As of 9130197 Rate Acoriad Rate Accruz}!__ {Oecrease)
STORAGE
3500020 Faghis of Wway 4,682 0.02 43 g4a2 43 -
3510020 Llampressac Station Eguipment 116,564 2.88 3,334 183 2,250 {1.084)
3510030  MAR Stalion Struchiros 23,138 2.86 562 183 447 {215}
3510040 Other Slrustures 144,554 2.88 4,134 193 2,790 {1.544)
An20001  Wall Conslauction 2,172,800 4.86 105,594 2.7 58,883 {48,718}
3520002 Woll Equipment 535,076 4.86 25,043 2.0 14,525 (11,523}
3520016 Leascholds 177 697 2.493 5,207 .30 533 {41,873
anangt1 Rights 55,447 293 1,625 .83 1815 610}
a53p010  field Lings 178,500 3.59 6,408 1.36 2410 {3,998)
3530020  Trbutary Lines 208458 3.59 7,520 1.35 2828 {4,682}
3540000 Gompressor Stalion Equipmant A70.685 4.18 19,675 1.5 7,107 {12,567
3550000 MA&R Equipment 281,530 4.04 11,374 2.06 5,860 {5,874)
3550000  Purification Equipmant 239928 576 __8.0% 1.30 3.119 {5,902}
TOTAL STORAGE FLANT 4,610,960 4,35 200,648 221 101,748 (86,900}
- TRANSMISSION ’

IH0020  Rights ot Way 403,424 n.92 3,741 0.88 3,590 {121}
JEGO020  Sirucluras & Improvements 32,922 i.56 514 1,39 458 (56}
3660830  Other Structures 89,172 1L.50 1,07g 1.48 BE1 {118)
3679000 Mains 18,918,671 2.43 459,724 1.27 249,267 {210,457
3680010  M&R Equipment 2,835,200 278 79,130 228 _ B4665 [ 14,4655

TOTAL TRANSMISSION PLANT 22,260,385 2.44 544,158 - 1,38 9,942 (234,216
. .. DISTRIBUTIUN
3740020 Rignts of Wey 40,526 0.85 344 1.68 B2+ 335
3750003 Improvements #.518 2.74 2086 185 147 {59)
3750010 Sinictures & Improvemants Town Rarder 106,376 274 2,915 185 2,074 {840)
3750020 Land Righis 45,591 274 4,277 1.95 202 {368)
I¥B0060  Mains 66,005,193 as0 2,310,182 238 1,577,524 {732,658)
3780010  M&R Equipment - Genoeal 1,770,397 333 58,854 248 44,083 {+4,B71)
3780030 MBR Equipment - Town Barder 1.650,884 3.38 55,800 2.57 42,420 {13,372)
FBOOOGG  Services 37,408,648 3.50 1,300,337 6a6 2,566,301 1,260,964
J810000  Meters 17,025,545 3,24 551,673 "335 570,403 18,730
310020 Volume & Presgwe Gaugss 145,179 3. 3,732 3.35 3,858 12¢
3B20000 Meler nstalialions 11,352,869 391 443,897 3.66 347,388 {456,493
3830000 Regulator Service 3,598,755 313 112,672 285 102,593 {10,070}
2830020  Hegujator Relicf 350,085 3.13 10,558 2.85 5.8¥7 {9803
3840000 Hruse Regulalors Instalfations 178,153 3.00 5,383 3.3r 6,024 661
38R0010  Industriaf MER Stalion Equipment 2821438 341 §9,381 273 71,557 (17,824}
TOTAL DISTRIBUTION PLANT __ 142,281,843 348 4,956,890 336 5,345,857 389,266
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ATMOS ENERGY - WESTERN KENTUCKY GAS COMPANY (WKG)
Depraciation Ralo Comparison
Buady ag of Seplember 30, 1897

[

Account

. Number

Description

GENERAL

3900002
3800003
3804004
3910009
3318300
3920010
3920020
394007
396937F
39649477
3868577
357CO00
JI9r0020
IV
AQTO022
3282000
30985040
1998804
- 3998700
$9s8800

Stivclures & Improvements

Structures & Improvements

Air Conditinning Equipmen]

Offica Furniture & Envipment

Otlice Machines

Transpprialion Equipment

Traiters

Tools & Eauigmoni

Ditchars

Dackhoas

Welilers

Talephone Equipment

Fixed Radias

Mobile Radios

Telemetoding Equipnent

Miscellarous Eguipmient

Mainirame Hardwons

PG Hardware

PC SoRware

Application Soffware
TOTAL GENERAL PLANT

TOTAL STUDY DEPRECIABLE PLANT

intanglblefAmenizaed Plant
Nap-Drepreciable Plant
Fully Deprecialed Plant

TOFEAL PLANT IN BERVICE

ey

[8] {4] 5]]
Study Balance Exlating Annual
As of 8130487 Rate Acorual

184 851 242 3,915

64,111 242 1,359
971 3.87 378

1,586,804 3.8% §1.408

199,880 3.67 1.728

B,845, 706 B8.86 506,524

168,005 8.86 14,885

3,031,504 4.47 135,508

853,908 447 38,170

706,022 4 47 31,559

92,413 4.47 4,131
735,650 7.05 51,866
14,283 T.05 1,007
58,023 .05 4,03
114,695 7.08 8,0a8h
31073 12,09 4482

391,277 10.94 39,8487

463,240 20.60 85,425

184,628 20.50 38,004

55,783 822 4885
15803359 .30 1,153,034
... 184,558,453 an 6,854,530

T T

1,565,321
2,092,933
B2Y, 780

§ 189,384,697

Scheduie 1

[6] [¥i i8]
Rocommohded Study Rates
ELG Annual Increasef
LRate o Acernnal | (Becrease)

212 3,815 -
2.42 1,359 -
212 207 07}
706 111,870 50,460
705 14,077 6,360
8.92 510,837 4,107
897 14 986 101
328 09,433 {46,075)
2.79 23824 {14,346}
2.79 49,608 {11,851}
278 2,578 (1,563}
£2% 28,329 {13,537)
521 744 {263}
5.21 3,023 {1.068)
521 5,978 {2,100

1094 4,056 {426}
119 4,726 {35,159)

18 &1 85,744 {9,882}

15.85 28,204 (18,7700

125 23010 13.425{‘
6.94 1,097,459 {55,576)
3 6,855,105 575
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ATMOS ENERGY - WESTERN KENTUCKY GAS COMPANY
Deprecialion Stutly as of September 20, 1997
Comparlson of Mortality Characleristics

Schedule 2

11 {7 & M1 1) [6] ] [8]
ACCOUNT EXISTING STUDY
B Average i Avorage T
Borvice hat Sorvice Nat
Number Dreserinhon IO i Cueve Salvage _ Lile Curve Salyage
T {Yearsh % [Years) %
. STORAGE PLANT o
" 300020 Rights of Way 50 RS o 50 RS a
351002¢  Gompressor Stakon Cguipment 40 13 {8y 45 R4 {53
3510030 MAR Stotion Structures 40 R3 {5 45 i {5}
3540040 Ofher Struclures 40 R3 {5) 45 R4 (5}
3520004 Well Construciion 40 R4 {78} 50 R3 180}
3520002 Well FEquipmanl 44 R4 {75} 50 R3 {50)
3526010 Leaseholds 5¢ RS 0 50 RE& L]
3520011 Rights 40 (1] > 40 R& 4]
3530010  Field Lines 40 51 i35} 40 59 {3
3530020  Fdibutary Lines Llij 51 {35) A0 $1 {5)
3540000 Comprosser Station Equipmeant 30 R4 {10} an 54 {10
355000Hr  MAR Equipment 30 R2 {10} an 515 0
35600040  Purificalion Equipment 30 R4 1] 34 A4 0
_TRANSMISSION PLANT
3650020 Rights of Way &0 R3 o &0 T o
3060020 Slnuchures & lmprovements 45 R2 5) 45 R3 ]
3660030  Ulher Siructures 45 R2 (5] 45 #3 0
3670000  Maing 40 R2 (35) 50 w5 (5}
3GI00§0  MER Equipment 40 L1.5 {10y 40 81,5 0
DISTRIBUTION PLANT
3740020  Rights of Way 60 - Rs o 60 R& o
IFS0003  {mprovemens 45 R2.5 {5} 50 Ra a
3750010 Swuctures & Improvemenls Town Border 45 R2.5 {5} 50 K3 0
3750020 Land Rights 45 RZ5 {53 56 K3 o
3780000 Maing 50 S1 {80} 50 R1.5 %)
3780010  MER Eguipment - General 40 L2 (t0} 4t 515 4]
J790030  MAR Equipmert - Town Border 46 L2 {10} 40 51§ 0
JH00000  Servicas 45 a2 {140) 45 R1 {140}
3810000  Meters 0 R2 20 35 R2 o
3810020 Volume & Pressure Gauges 30 R2 20 35 R2 0
3620000  Moter Instaliations 30 |4 1] 35 R2 0
330000 Ragulator Service 3G &3 o 35 R2 o
3830020 Regulalor Relief 36 33 o 35 32 i)
3840000 Hausa Reguiatrs installatians 35 83 o 35 R2 o
3850040 Indusiial MR Statien Equipment A L2 10 40 51.5 o
GENERAL PLANT
3300002 Structurss & Improvemants 35 R3 (5} 45 3 {5}
3900003 Stwuchures & Impravements 34 R3 (5) 45 R3 {a}
3560604 Air Condifioning Equiprment as R3 {55 45 R2 {53
DGO Qifice Fumilure & Equipment i3 R2 5 15 S4 §
3018380 Ofhce Machines 15 Rz 5 15 &4 5
3920010 Transpadation Equipment 7 R1 10 8 Ri.5 15
3920020 Tioflers 't R1 0 B8 R1.5 15
3840077  Tools & Equipment 20 R2 [ 30 S1 o
3669377  Ditghers 15 ] 6 15 Lz 10
3BEB477 Backhoes 15 R a 1% L2 10
3GBOSTT  Whildmg 15 R 3} 13 L2 10
3970000  Telephone Equipment 15 55 0 15 55 i}
1970020  Fixad Radios 135 ) a 13 85 i)
31970021 Mobile Radios 15 55 g 15 85 o
3470022 atermatering Equipment 1% 85 0 15 §5 )
3980000 Miscellaneous Equipment 10 R3 a 10 R3 o
3898500 Mamirame Hardware 4 RS 10 8 K5 it
3998800 PC Hordware 5 R5 3} 5 RS &
3998700  RC Sofbware J 5 R3 qQ 5 RS [
399BaD0  Application Software N - - Iy 5Q o
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- APPENDIX

CALCULATION OF EQUAL LIFE GROUP DEPRECIATION RATES

Il is the groug concept of depreciation that leads o the sxistence of the LG procedure of caleuluting
depreciation ratgs, This concept has been an integral part of atility depreciation accounting practices for
many years. Under the group concepl, thers is no attempt ta keep track of the depreciation applicable to
individual items of propery. This is not surprising, in view of the millions ol itcins making up a utility
sysiem. Any ilero retired is assumed to be fully deprociated, no matter when retivements oceurs. The
gmuﬁ of property would have some average life. “Average” is the resull ol an arithmetic catculation,

ated there (s no assurance that any of the property in the group is “average.”

The tenin “average service life” used in the context of baok depreciation is well known, and its use in the
measuremenl of the mortality characteristics of propurly carries wilh it the concept of relirement
dispémium If every iem was average, thereby having exactly the same Jife. there would be no
dispersion. 'I'he coneept of retirement dispersion recognizes that some ilems in a group live to an age
less than the average service life and other itams live longer than the average. Retircment dispersion is

often wWentilied by standard patterns.

The lowa-type dispersion paiterns that are wideljr used by eleclric and gas ntilities were devised
empirically about 60 years ago to provide 4 set of standard definitions of retirement d ispersion patterns.
Figure | shows the dispersion pii[l;l}ﬂis for three nft}{esé curves. ‘The L series indicatos the mﬁde is to the
Lefl of average scrvice life, the R series to the Right, and the S serigy at average scrvice life, and
therefore, Symimctrical. There is also an O serics which has the mode at the Origin, thereby identifving a

retirement pattern thal has the maximum percsntage of original nstallations retired during the year of

placement. .
{
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The subscripts on Figure | indicate the range of dispersion, with the high nunber (4) indicating a narrow
dispersion pattern, and the low number (1) indicating a wide dispersion pattern For example, the 11
curve shown on the Figure indicates retirements start inmmediately and some of the properly will iast
twice as long as the average servige fife. The dispersion patterns translate Lo survivor curvss, which are

the most widely recognized forin of the lowa curves. Other families ol pativrng exist, but are not as

widely used as the lowa-(ype.

The methods of caleulating depreciation rates are categorized ay straight- line and non-straight-line.

Non-straigh(-line methods can be accelerated or deferred. There are three basie procedures for

calculating straight-line hook depreciation rates:

Units-of-Production
“Avcrage Life Group (ALG)

Equai Life Group (ELG)

Hach of these procedures can be caleulated using either the whole tife or the remaining life techaique,

Productive life may be identified by {a} a life span or (b) a palicrn of production or wsage. 11 preduction
or usage is the suitable criteria, depreciation should be swaight-line over life measured by time, Units-
uf-Produetion is straight-line over production or usage, while the others are straighl-line over life

measuved by time. ALG is straight-line over the average Life of the group, while E1.4 is straight-line
over the actual life of the group,
The formulas for the whole lifc and remaining life techniques are shown on'I'able t. For the ULG

caleudation procedure. Formulas | and 3 are apphied to the individual equal life eomponents ol the

property group. For the ALG calculation, the formudas are applicd to the property group itself,

Delniite &
____Touche
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Pormuta 2 is applied Lo the property group for either ELG or ALG, Usc of the units {percent and yeurs)
ir the formuias resull in rates as a parcent of the depreciabic piant balance, "The depreciable plunt
balance is the surviving bulance at the time the rate is caleulaled, and is expressed as 2 percentupe
(always t00) of itsell. Sulvage and reserves are expressed as a percent of the depreciable plant bulance.
For example, a properly group having a 35 year average service lilt and nepative 5% salvage would have

an ALG whole fic rate of (100 + 5/35, or 3.00%,

The first term of Formula 2 is identical to Farmula 1 for the whole fife rate. The sceond et of
Formula 2 filustrates thal the ditference between o remaining life rate and whole life rate is the allosation

of the ditfercuce between the book and calculated theoretical reserves over the remaining life by a

remaining lifi: rate,

‘The widely used ALG procedure of depreciation rate calculation does not recognize Lthe exisienee of
retirement 'dispersion in (he calcutation, The difference butween the ALG and ELG procedures is the (
repognition of the existence of retirement dispersion in the ELG rate caleulation. ELG is a rate

valculation procedure; nothing more. The data required to make the ELG calculation are average service

life, retirement dispersion, net salvags, and the age distribution of the propurly. The depreciation study
required to determine the applicable mortality characteristics is independent from the caleulation of the
depreciation rates. The resulting mortality characteristics can be uscd (o calculate either ALG or ELG

rates, both with either the whole life technique or the ramaining life technique. Any sel'of mortality
characteristics that is suitable for calculating ALG raies is just as suitable for caloulating ELG rates,

Converschy, any set that is not suitable for ELG is aot snitable for ALG either.

The I1.G procedure caleulates the depreciation rates based on the expected life of each equal life
componcnt of the property rather than the averagy life of all components. As discussud varlicr,

“avcrage” Is the result of a calculation and there may nol be any “average” property. When curves arg {

Deloitta &
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used to define retiremant dispersion. the averape service lifs and the retirement dispersion pattern define

the equal life groups and the expescted life applicable to each group.

When retirement dispersion does not exist, the ELG rate is identical to the AL vate. When dispersion

cxists, the BLG rate for recently installed property is higher than the ALG rale and for old property is

lower,

A Simple Nustration ELG

This illustralion provides a framewotk for visualizing the ELG methadaology. Table 2 assumes 20% oi'l
the $5,000 investmenl is retived at the end of vach year following placement. The retirement frequencies
are shown on Line 7. As shown in Columns 2 through 6, this means $1,000 of nvestment is retired cach
year, with the retirement at Age 1 being recovered in its entirely during Year Oue, 8t Age 2 in Years One
and Twa, etc, The depreciation rate applicable to each equal life group is showi on Line &, The annual
provision in doliars for Year One shown in Column 7 is made up of l]w Age 1 annual armounts shown on
Linc 1. Columns Z through 6. As shown on the Table, the annual provision for Age 2 is equal to the
annual provision for Age 1 less the amount collected during Year One applicable fo the group retived
duving Year One. Thus. the annual provisions can be thought of us a matrix, with the provision for any

given year being produced by » portion of the matrix.

The depreeiation rates in Calumn 9 are determined by dividing Lhe annual provisions in Column 7 by the
survivors in Column 8. The rate fc;rm uld shown on Table 2 can also be used 1o caleulate the rates and is
used on the Table to illustrate the working of the matrix by calculating the depreciation rates for Year
Oune and Year Three. For Year One, the numerator and denominator both consist of five tweins. Hach

year, the left-hand torm of both numerator and denominator drop off. Tt should be noted that the reverse

Deloitte &
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summation of reliremnent ratios {slarting with Coluimn 6 and moving left on Line 7) is cqual 1o the

st vivor ratio at the beginning of the period shown in Colamn 10.

The formula can lustrate how the matrix can be thought of in 1enns ol a depreciation rates. 1T the
multiplier of 100 is incorporated in each slement of the aumcrator of the formula, such as (100 x 0.2)/2,
it can be seen that 10072 is a rale and the retirement frequeney (0.2) is a weighting Tactor, This particular

rate {30%) is the one shown for Age 2 propurly on Line 8, Column 3.

1 can be seen that the only data required for the FJ.G rats caloulation wre the retirement frequencies for

cach year, These frequencies are delined by the average service lite aud the shape of the dispersion

patterm.

A Real 1Hustration of BLG

The depreciation analyst deals with nuch larger groups of property thzu;. appearing on Table 2. Table 3 (
contains an F1.G rate caleulation for an actual depreciuble property group. ‘Lhe retirement frequencies

shown in Column 4 are detined by the 38 year average service life and the 1.5 lowa-type dispersion

patlern. The ALG rute without salvags for this property is 2.632% {1 00%/38 years), while the ELG rate

varies from 2.704% at age 0.5 years tno 1.471% at the age just prior 1o the last retirement, 67.5 years.

The rate listed in Column 5 at each age s the weighted summation of individoal rates applicable o that
purlion of the surviving bropcrly the retirement frequencies in Column 4 indiﬂcate will be retired in cach
Tollowing year. This combination of average service 1ifc and dispersion pattern means that the first
rglircment will be from the age 18.5 year properly during the following year at an age of 19 years;
therefore, it will require a rate ol 5.263% (100%719 years). {'I'his example docs not have any surviving

balance at age 18.5.) The tast retirement will be from age 67.5 year property; consequently, it will
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require a rate of 1.471% (100%/68 years). The vintage composite rate shown in Column 5 at ape 0.5

years is the weighted summation of rates varying from 5.263% to 1.471%.

Sinee this example is for a narow dispersion patlemn, the first retivement occurs at age 19 years und the
vintage composite rate remains at 2,704% at age 19.5 years, because the first retirement drops the

5.263% rate lrom the summation.

A wider dispersion paitern would result in a wider range of vintage composite rates than defined by the

L5 curve (2.704% 10 1.471%).

All that™s neuessary for caleulating the depreciation rates applicable to each age of property are the
retirement frequencies. These frequencics are defined by the average service life and the retirerount
dispersion patter. The determination of average service life reguires the determination of the dispersion

pattern, as wilhout dispersion there would be no “average.”

Depending on the dispersion pattern. the number of retirement frequencies making up the coniplete lowa
curve can be up to about 4.4 times the number of years of average sewics’life. Thus, for an account
whose number of retivenient frequencivs is three times average service life and whose average scervice
life s 30 yeurs, the rate applicable to the Age 1 propecty will be mude up of the weighted sunumation of
89 components, ete, Thus, the rale caleulation process is complex, but certainly not complicated, It is

this complexity that makes the rate caletlations much more practical using a computer.
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APPENDIX

DEPRECIATION RATE CALCULATION PROCEDURES

TABLE |

Rate (%)= PB. - S

ASL Forrmiia |

Remaining Lif

Where

Rate (%)= PB -S _ BR-CT

ASL ARL Formula 2

Rate (Yo} = PB-FS:-BR

FB
AS
FS .
ASL
BR

ARL Formuia 3

is Depreciable Balance, %

is Average Net Salvage, %

is Future Net Salvage, %

is Average Service Lifs, years

is Depreciaticn Reserve, %

s Calculated Theoretical Reserve, %

is Average Remaining Life, year

Y
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5.5

(4

Yoar

1893
1932
1991
1990
1689
1888
1987
1686
1884
1883
1842
1681
1880
1972
1978
1877
1976
1874

1871

1942

1933
1938
1897
1836
1834
1932
1926

TAHLE §
DETEAMINATION OF DEPRECIATION RATES BY ELA PROGENURES

() (4] {54 {6]
Vintage Ratirernant
Belanics  Freguancy Hale Arrsunt
ASL. 33 3
Cuve L5
4 244 785 0.0000 0,02704 114,758,238
B0, 784 0.0005 0.02704 21,651,860
80,018 0.0000 Q.02704 1.622.73
43,455,063 Q.0000 0.02704 1,174,952.00
B1,455 $.0000 0.0Z704 220243
172,463 4.0000 002704 4.563.11
2.0538,591 0.600¢ DOz 58,753.20
2 685,948 D000 0.02704 72623.55
1 542,443 ¢.0000 S0ZT04 44 404.90
222,602 0.0000 0.027034 £.018.78
B5,651 0.0000 0.02704 231613
4885 0,000 0.0ar4 134.78
72,842 {0000 006204 197223
218,163 00000 002704 582580
1M B85 0.0000 0.02704 3262 68
S7.042 0.0000 GRITT4 1.001.55
335,236 Q.0000 0.02704 8,172.21
335722 40001 0.0Z703 &, 10741
10,375,359 £.0004 oDZn2 28029286
4 481,506 2.0009 D089 120896325
5823340 0.0018 Q00808 1£92,618.08
78,848 0.0020 0.02689 2.118.87
305,178 Q0047 002681 B,18042
10312586 0.0089 f.0570 2re 37554
2054067 - 0.0034 DO2E58 7320324
4,558,765 Q0123 0.02644 23271877
£,556,083 00194 0.02610 144 89554
23,283 0.0252 0.02589 605.42
3313 564 ¢.0305 A02556 2501250
2.8 4.0286 .02538 B19.15
151,658 Q.0482 Q02547 3.80224
171,483 0.0583 noz4ar2 423870
167,116 00674 0.02433 4.065.35
70,420 .0740 802390 $.5683.22
1792312 g.u768 0.02345 £2,038.32
2,270,865 SO0 ks i) 51,131.79
187 Q.pez2 on2208 4.13
20,185 00831 o.02161 435,14
12860 0.0442 Q02118 ar2.4G
706 £.0282 Q.02078 1467
2652 q.00965 002041 54,13
6422 0.024% Q2005 12881
18,672 0.0205 (+Xal}-r¢] 38607
323,058 00373 0.01840 £,263 .69
2,285,041 0.0123 0.01878 42943 47
15,614 ao010 Q.01852 268 .86
{1,752 20088 on1e2 1,306,385
&584,610 4.0085 001766 12.090.28
47,177 0.0043 cl1740 axTs
2725 0.0033 01714 I[IJL2
5650 Q25 001888 .45
2 0.0019 0.01664 janz2
3,085 0.0005 001573 48.21
§44 400 0.0005 0.01573 14,853.98
2 .00 0.01471 003
'11&!025},691 39%3,730.27
SALVAGE (%) = ~6.0
AFTER SALVAGE = .. 3280417,
ANNUAL DEPRECIATION RATE = 2378
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In the Meatter of:
THE ARPLICATIONQF WESTERN ]
KENTUCKY GAS COMPANY ] CABSE NO. 89-0782

FOR AN ADJUSTMENT OF RATES )

ODROER

On June 23, 1988, Westen K&ntuc}j(y‘r Gas Company {“Western™), a division of
Atmos Energy Corporatian, flied a genersl rate application based on a foracasted test
vear gnding Decemiber 31, 2000,  Western praposed an ingresse in revenues of
$14,127,666, an increase bf approximately 11.7 percant over its exisling revanues.

Ta detarmine the raasnng;bl&n%ﬁ of the request, the Commigsion suspended the
proposed rates for six months frf}m their effective date pursuant to KRS 278, 180(2) up
to and including January 23, 2000. The Alterney Generat of the Commanweslth of
Kentusky, by and through his Offics of Rate Intervention, and WBI Sauthem, ine.
{"WEH") intervened. The Commission established a procedurdl schedute that affordad
all parties the opportunity to file direct miﬂmany and engage In discovery.

On Decernber 3, 1888, the parties filsd a Joint Stipulation and Seilement
{*Setllament”) resolving, io thair satlsfaction, the Tssues in this cass. The Settfement is
attached as Apgendix A, On Dscamber 6, 1888, the Commission ordered the partiss
to file avidence in supuort of the reagonablensss of the Settlement, The parties filed
el respanaes to this Order on Decernber 8, 1988, Affer review of the Seliemant,

diract testimony, stensive discovery and the infarrastion submlited by the parfies
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support the gethement, the Commiisstan detarnined the record to by sufficiers to resder
4 decision and cancelled the hearing on Western's rate application seheduled io hegdin
an Decembar 14, 1898,

T parties agies that the Seitlement is far the purposes of this case Lnly and
shall not be binding an the parties in any other procesding before this Commission or i
any wourt and shall not be offerad or rsifed upon in any oiher proceading involving

Wasterns or any other utllity ragulated by ihis Commiasion.

The parties urge the Caminission to. fervigw and accept the Settlornent in ie
antirety a5 2 reavenable regalution of the ssues in this proceading. While ths overali
reayonablensss of the Bettlement is an raportant factor, the Commission is bound by
law to act in the public inferest and review all elements of ihe Seltlerngnt, in
determining whather the resutts of the Settloment ars in the public interest amd

heneticizl to the ratepayers, the Gommission considersd the fact that the Settiemant is a

UNSNIMoUs ayrgement of tha parties.
Aftar review of the Settiemont, an sxamination of the record, and being otherwise

sufficiently advisad, the Commission finds that the Settlement is gensially ragsonabis,
but that certain modificalions should be fﬂade‘ Although aceeptance of the Setflement
is conditioned on eentalh mudificationg, the modifications deseribed hersin shauld nat
significantly affect the agreament,

The following is & synopsis of the terms of the Seiflement iegether with
cormments and dasurlplions of modifisations the Commissisn finds NELYESary.

1, The paities agres fhat Wastern will raceive additionat snnush revenues of

approximataly 32,540,000, an oversll revenus nomease of B4 pefoent, The raw

e — .
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ingrease will be effective December 15, 1888 and will ba alincated amuny Western's

customsr classes as fhlows:

Rasidentig! % 8,238,255
Commaroiad 2,385,006
Indusirial £01,680
Othar revenups 415,088

it detenmining the ovarall reasonabiensss of e propasad increase M annual
fevenues, the Commission has evalusled ali revenue and @xXpense adjustments
propossd by Westars in light of its traditiana} rate-making treatment, in addition, it hag
cangidered the current acanomic conditions and the rates of raturn on comman aquity
that have been authorized in regent cases. Based on a review of all these factors ang
the evidence of resurd, the Commisslon finds that the ¥9,940,000 revenue Increase will
result in eainings that fall within a range masonabis bath Western pnd o eustorners
and rgsuit in rates that are fair, just and reasonable, The Commission finds the rates
inbluded In Exhibit A of the Settlement, which ls aftached as Appendix B of this Order, to
be falr, just and reasonable. However, wa find the effentive date of the rates agreed to
by the parties of Decemnber 15, 1999 10 be unienable. Thersiore, the effective date of
the rates should be for services randered on and after the daie of this Order,
2, Westarn will recover ity Sém&nd side management program expangss
prospectively for three years beginning n January 2000,
3, Western will adjust and pstablish cedain non-recdtting eharges, Inohuding
& new late paymeny chargé of & percent applicabile lo all customers served under Rats
@4 that f&il to pay for services by the dus date shown on their bil Wosstern will
irplament thds late peyment chargs in Aprll of 2000, This will provids Westamn sufficient

time R aducate #3 customers on this new provision. The Commission finds that, in order
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for it to be famillar with Westem's education program and b belier prepared o raspond
to pogsible customer inquiries, all educational mateiials should be submitted to the
Comrmission &t the sams time ihey are disseminated to Western's custamers.

4. Western will implament, as a pliot program for a perlod of five vears, he
weather normalization adjustment ("WNA') tariff included i its application, commencing
Newember 1, 2000,  Under the tarms of the Seitement, Westarm will submit a manthly
report to the Commission summarizing the effect of its WNA un custemer bifls by cycls
for sach cuatemer claga as welt as actuzl and harmai degree days and the number &f
days in & normal eycle.  In addition Wastermn will report a WNA facior and astun! total
ravenues for sagh oyale.

The Commission finds that a grester amount of information than Waetsim
proposes to file on the WNA is necessary, but finds that annual reports, rather than
mantily reparts, should be filed. Westem should file annual reporis on the WNA,
including the information set aut in Appendix C, a4 soon after sach heating seggon as
possible but no Ister than June 30" of the following summer, ,

The Commission nds that the commsncemant date of Novermbaer {1, 2000
affords Waestern an opportunity to educazie iy sustamers on this new provision and that
Western should propare and disseminate information on this new provision to s
cugtomers no later than 80 days prior 10 the implementation. The Commission further
finde that all sducational materlule and information disservinated by Wastern to s

customers on the WNA ghould he filed with the Commission for the same reasens

anumearatad above in Paragraph 3.

o g oA
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Bhould Westeirly wish 1o sontinue the WA ot heyend the five year baviod or
irplament the WA on a permanent bagls, Western should make such & request in the
farm af a formal application to be submitted 1o the Commisalon whea it files s annual
WNA rapert in Jung 2005,

B Western will adjust its base customsr chorges as follows: (1) the
residentlal customer chargs Wil ingresse fom $5.10 to §7.50; (2) the commersial
custorner charge will increase from 313.80 io $20.00; and {3) the industrial custemer
charge will increave from $150.00 1o $220.00. ‘

B, Western will lvplement {he industris! margin loss recovery ("MLRY)
rachanism proposed in fts application with one madificatlon.  Per the terms of the
Setllement the pertiss agree on a §0.50 sharing of the lost revenue between
shareholdars and resldential custormers rather than ihe originally praposed shaving ratio
of 10-g0. Wastern will make sami-annual filings with the Cormmission, In Janusry ang
Jufy, that reflect the discaums implemeried difing the 4ix monihs ended Noverber and
May, respeutively.

The Commission finds that this proposal is ona of frat imprassion betore this
Commission and, as such, should be implamented as g pilet for & perled of three years,
Western should file serni-annual reports on the MLE with the Commission as agreey to
in the Beitlemsnt with the first report fled in July 2000 reflecting all disesuns
inplementsd from the date of this Order through May of 2000, Should Westers wish o
coniinue the MLR pllet beyond the three year period or implement the 8LR on &

permanent besis, Westars should make such 4 request in the form of & format

T

et g g S e
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appiigation to be submitted to the Commission when It makes ity semi-gnnual MLR filing
in July 2002.

The Comsnission finds that there s an unintended discrapancy betweash tha texi
of the Setfiement and the MLE tariff as to the applicability of the SG-B( sharing of loat
fevenugs, Per the MLR tatff attachsd fo the Sefflement the BR-50 sharng of jost
revenues 8 to be bstwsan the eharsholdsrs and all G-1, G-2, LVS-1 and LVS-2
customars. The proposed MLR tanff in Westarn's application also identified thess rate
tlasses as the classes that were' 1o share.in ihe lost revenves. The sharing of fost
revenues is approved to apnly W all customers served under these rate schadyies, as
statard in the tariff at Teriff Shest 281, not fo residential customars only,

7. Westarn will separate iis gas cost from bdse ratey by hifurcating ifs
commedity charge into & distfibution charge and a gas chargs.,  However, the parties
agree that Waestern I3 not bound by this provision ia fulure cages.

8, Western will begin filing s gas cost adjustment on & quarerly bhasle
heginning with the flrst guarter following the Commission’s ruling on the Bafllement.

o Wegtemn will heoin collenting a4 Gas Researvh insfifute research and

development strchargs, -

LN

0. Western will modify its propesal on the Alternative Receipt Folnt T-5 Tariff.
it will change the net monthly rate of $0.10 per Mef it originally proposed o s 380,00
monthly administrative fee per customer.  The fes will e walved if, during the monih,
the Alternate Receipt Point reprassnis the anly peint of mcaipt utiized by the sustomer.

11, With regard to the interconnection of the East Diamond Fleld o

Wastern's system, WEI or its subsidiary Kentucky Pipeline and Storage CGampany wil
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coniract for and install facilitiss iy accordance with Westsm's spenifications. Wastarmn
will take title to the facilithes and aperate and mainials the fellifies 25 the partigs agrae
tn and sutling in 8 fivalized interponnection agreemant,

1T I8 THEREFORE ORDERED that

1. The Setlement set forth in Appendic A fo this Order is hereby
eorporited into this Order as i fully sat forth herein.

2. The terms and condifions set forth in the Setdement are appraved as
mclifled in this Crder. ' L

3, The rates and gharges, and all olter tariit changes Included In Exhibit A of
ihe Sefflement and allachad hersio aw Appendix B 1o this Order are fair, jugt ard
regsonabla and are appreved for service on and afier g date of this Orisr.

4, Any party wishing 1o exergiss its ight o withdraw fram the Setilement
evauge of medifications ordered kenain shall notify the Commission in wilting of jts
intent within 1ﬁ woriing days of tha dale of this Order,

b if the Settlement is withdrawn due to any party's withdrawal from the
Settlemaent, this Order will be vacated,

B. Wastarm shgl d'zssezreﬁnmsfjaducaﬁcnat matenals o it sustomers on the
WINA baginning o lzast 80 days befors s implementation on November 1, 2000,

7. Western shait file antual regorts an the WNA as soon after each hanling

seaton as passitle but no later then Juna 30" of the following summer in the farmat

st i Appandix 0,



QEG-28-88  0§ibpgn From= 1985 ¥ 0p13 fed b7

s myrp IR ReE , avigpg L

8. Western shall provide the Commission with al atucstional materials it
provides its customers with regard to the jate paymernt peralty and the WNA at tha thne

such ratertals sre provided to jis customers.

B, Should Westarn szek to cantinus the WA bayond the piiof pariad it ghiail
do s& only after Bilng 2 formal dhphication raquesting Commission approval of is
proposal to sontinue the WNA,

10.  The MLR preposed in thy Seﬁiernent I$ appsoved as 2 pilot progieam for a
period of thige years and shall be applicabie fo af custtmers served under Wastern's
G-1, G-d, LVS-1 and LVS-2 rate sehadyles.

. Westem shal fis ltg first MLR Teport with the Commiggion in July 2000,
The July 2000 MLR report ghall sefieat all discourty implementad from the date of this
- Grder through May 31, 3000,

12, Should Western seek to oontinue the MLR beyond the piiot period it gl
do o unly afer Rling a formal applisation requassting Commission approval of it
praposal & continue the MLR.

13, Within 20 days from the date of this Order, Westamn shall file with the
Gamriission revissd tari aheets setting-out the retes and tarffs approvad Rerein for
service renderad on and affer the dats of this Order. These tariff shoels shall show their

data of issue, the effective dals, and thas they ware issued by autharity of this Cirder,

A
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Dona ai Frankfort, Kenpicky, this 215t day of December, 1899,

8y the Cormmission

ATTEST:

¥

N

}51- ‘::-:’l-"-u AT o8 YT
“Exedutiva Tirector




Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR ltem 124
Witness: Robert R. Cook Jr.

Data Request:
Please provide the Company’s construction and capital budgets for the years
2007-2011 inclusive. Please identify all retirements, replacements, new additions
and cost of removal reflected in these budgets. Please provide by account where
available and explain how the cost estimates are derived for these items.

Response:
Please see Filing Requirement 10(9)(b) for construction and capital budgets for the
fiscal years 2007-2011 inclusive. The capital budget for Fiscal year 2007 was
identified by account and used as a guide to build the Fiscal Years 2008-2011.

Retirements, replacements, and cost of removal are not specifically identified as a
part of the budgeting process.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR item 125
- Witness: Don Roff

Data Request:

Explain how the Company accounts for third party reimbursements and how they
are reflected in the Depreciation Studies.

Response:

Third party reimbursements are credited to construction work orders, and as such
are incorporated into the Company’s books and records.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR ltem 126
Witness: Don Roff

Data Request:

If third-party reimbursements were excluded from the net salvage studies, was the
related retirement also excluded from the life studies?

Response:
No third party reimbursements were excluded from the net salvage studies.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR item 127
Witness: Don Roff

Data Request:

Do Mr. Roff’s net salvage estimates for mass property accounts incorporate
inflation expected to be incurred in the future? If yes, provide the net present value
of all of these ratios.

Response:

There was no specific quantification of future inflation included in Mr. Roff’s net
salvage estimates.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR ltem 128
Witness: Don Roff

Data Request:

Is it correct that Mr. Roff’'s mass property net salvage estimates project past
inflation into the future net salvage estimate? If not, explain why not.

Response:
Price level changes are automatically reflected at the time of the retirement. The
expectation is that the proportion of cost of removal incurred today will be similar in
the future. The Company has no reason to expect that inflation will suddenly
cease and believes that these historic proportions are the best way to determine
future levels of cost of removal. Additionally, the appropriate methodology is
outlined on page 18 of the NARUC Public Utility Depreciation Practices Book.

Also, please see the Company’s response to data request AG 1-123.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR item 129
Witness: Don Roff

Data Request:

If not provided in the workpapers, provide the retirement rate analysis ranking of
best-fit life/curve combinations for each account.

Response:

The retirement rate analysis of life/curve combinations is contained in the
workpapers, which were provided in the response to data request AG 1-87.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR item 130
Witness: Don Roff

Data Request:

For any accounts where Mr. Roff did not base his service life/curve selection on
the results of his retirement rate analysis, explain why he did not. Also, explain in
detail how those service live/curve combinations were selected.

Response:

The basis for the life/curve selections is contained in the depreciation study
workpapers provided in response to data request AG 1-87.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR item 131
Witness: Don Roff

Data Request:

Provide copies of any and all actuarial and semi-actuarial studies prepared by the
Company since the last depreciation study.

Response:

There were no actuarial or semi-actuarial studies prepared by the Company since
the last depreciation study.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR ltem 132
Witness: Don Roff

Data Request:
Identify and explain ail Company programs which might affect plant lives.

Response:

There are no Company programs that would affect plant lives for purposes of
affecting the results of the depreciation studies.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR ltem 133
Witness: Robert R. Cook Jr.

Data Request:

Provide all internal life extension studies prepared for or by the Company since
January 1, 2000. Life extension refers to any program, maintenance or capital,
designed to extend lives and/or increase capacity of existing plant. Identify the
functions to which these studies relate.

Response:

No formal life extension studies have been conducted by the Company. However,
as a normal operational practice, certain tasks are performed that naturally extend
the life of existing plant assets.

To help manage and prioritize our System Integrity pipeline replacements projects,
we use our Atmos Risk Management Model (ARMM). ARMM is a computer
software that was developed to identify and prioritize pipeline replacements,
primarily our bare steel pipelines.

Cathodic protection is applied to the appropriate steel pipe to prevent these assets
from corroding and developing leaks. Annual leak surveys are performed to
identify pipe that is in need of repair or replacement. Replacement decisions are
made based on current and past leak history. Damage prevention measures are
also undertaken to reduce the amount of third party damage inflicted on company
facilities.

Major overhauls of Storage field compressors and engines are performed on a
frequency based on the number of operating hours since the last overhaul, which
operating history and the industry have determined prevent the replacement of the
complete engine and or compressor. Minor maintenance is performed regularly to
extend time between overhauls.

Expenditures which impact public safety have always had and will continue to have
the highest priority.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR ltem 134
Witness: Don Roff

Data Request:

Provide the following information for all final retirements for the last 15 years. If
requested data is not available for the last 15 years, provide the data for as many
years as are available.

a. Date of retirement
Amount of retirement
Account

Reason for retirement

Whether or not retirement was excluded from historical interim
retirement rate studies.

® oo

Response:

a. Please see the depreciation study workpapers attached to the response to data
request AG 1-87.

b. Please see the depreciation study workpapers attached to the response to data
request AG 1-87.

c. Please see the depreciation study workpapers attached to the response to data
request AG 1-87.

d. The Company does not maintain a record for the reason for retirement.
e. The Company has not conducted any historical interim retirement rate studies.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR ltem 135
Witness: Dan Meziere (a), Don Roff (b-d)

Data Request:
Please refer to page 11, lines 16-22 of Mr. Roff's testimony.
a. Why has Atmos not depreciated production plant in the past?

b. Provide all support relied upon in proposing depreciation for this plant at
this time.

c¢. If not provided elsewhere, provide all workpapers underlying and
supporting the derivation of the 50 year life for these accounts.

d. Please list all other Kentucky gas companies that depreciate these
accounts.

Response:

a. This was an oversight that occurred during acquisition and transition of
acquired books and records.

b. After recognizing its oversight, the Company decided to propose an
appropriate and reasonable depreciation rate.

c. Please see the attached depreciation study workpapers to data request AG-
1-87.

d. The Company did not conduct any research regarding the practices of other
Kentucky gas companies.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464

Attorney General Initial Data Request Dated February 20, 2007

Data Request:

DR [tem 136
Witness: Don Roff

Please refer to page 12, lines 1-6 of Mr. Roff’s testimony.

Response:

a. Was the initial decision to include cushion gas in depreciable rate base

Mr. Roff’s, or an Atmos employee’s? If it was the decision of an Atmos
employee, please provide the name and position of that employee.
Explain fully why Mr. Roff and/or Atmos believes cushion gas should be
depreciated. Provide any and all documents Mr. Roff and/or Atmos
relied upon as support for the inclusion of cushion gas in depreciable
plant.

List all other jurisdictions of which Mr. Roff and/or Atmos are aware, that
allow the depreciation of cushion gas, and cite to the Orders or
Decisions allowing this depreciation.

Has Atmos made any prior attempts to include cushion gas in its

. depreciable rate base in Kentucky? If yes, please provide the results of

those attempts, including any orders or decisions addressing the
matier.

Has Atmos made any prior attempts to include cushion gas in its

depreciable rate base in any other jurisdictions? If yes, please provide

the results of those attempts, including any orders or decisions
addressing the matter.

a. The initial decision to include cushion gas in depreciation rate base was made
by Atmos empioyee, Tom Petersen — Director, Rates.

b. Nonrecoverable natural gas (352.3) is by definition, not recoverable from the
well and therefore, should be depreciated over the life of the field. If not
depreciated, the Company will not be allowed to recover the costs of this
investment over its useful life.

c. Mr. Roff is aware that in their Washington Jurisdiction, Avista Corporation is
allowed the depreciation of cushion gas. However, Mr Roff is unable to cite a
specific order or decision of when this was approved.

d. Atmos’ utility operations has no cushion gas in 352.3 except in Kentucky.

e. Please see the response to d.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR ltem 137
Witness: Don Roff

Data Request:
Please refer to Exhibit DSR-4, page 12. Mr. Roff states, “The annual depreciation
expense increase is $3,217,244, and is primarily due to reserve position.” On page
13 he states, “Because remaining life rates are recommended (consistent with the
existing rates), a theoretical comparison of the accumulated provision for
depreciation with the calculated theoretical reserve at September 30, 2006, is not
meaningful, and no comparison is presented. This is because the only way a
reserve difference can exist is through the use of whole life rates.” Please
reconcile these two statements.

Response:
Remaining life rates automatically account for reserve differences.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR item 138
Witness: Robert R. Cook Jr.

Data Request:

Provide all manuals, guidelines, memoranda or other documentation that deal with
the Company’s policies with regard to the physical removal of retired mains and,
separately, services from the ground as opposed to capping these pipes and
leaving them in place.

Response:

Atmos Energy does not have a policy of physically removing retired mains and
services from the ground. All Atmos retirements are abandoned in place unless
the length is sufficiently short as to require no additional excavation to accomplish
removal.

If gas lines are being relocated to clear a potential conflict with new facilities such
as buildings or road construction, the party doing the building or road construction
removes the retired gas pipe.

Atmos policies and procedures follow state and federal requirements specified in
the Gas Pipeline Safety Regulations for retiring gas facilities in place.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR ltem 139
Witness: Robert R. Cook Jr.

Data Request:

Explain the process by which the labor associated with Mains and Services
replacement projects is split between the new asset and cost of removal.

Response:

The costs of labor associated with removal relating to Mains and Services
replacement projects are directly coded to the project via timesheets.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR item 140
Witness: Robert R. Cook Jr.

Data Request:

Provide a summary of the last 20 years of Mains and Services additions. Identify
on a year-by-year basis the new additions vs. replacement additions. Explain any
anticipated changes to these proportions.

Response:

Records of our data base for this information start in FY 1992. See below a
summary of main and services additions:

Year New Main Neyv Replaced Reple.lced

(ft.) Services Main (ft.) Services
1992 339,895 2,828 35,506 515
1993 318,909 3,290 27,520 613
1994 393,174 3,926 27,623 734
1995 421,764 3,735 60,693 953
1996 444,439 3,858 63,872 1,079
1997 373,470 3,626 44,136 1,013
1998 340,627 3,267 29,723 930
1999 190,834 2,596 13,968 715
2000 221,224 2,249 47,542 708
2001 189,493 2,320 26,670 1,080
2002 194,160 1,945 29,395 1,490
2003 129,923 1,974 34,393 874
2004 171,767 2,395 59,357 1,456
2005 239,801 2,112 40,631 833
2006 159,786 1,465 21,744 487
Grand Total 4,129,266 41,586 562,773 13,480
AVG _ 275,284 2,772 37,518 899
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Deloitte & Touche LLP

JPMorgan Chase Tower, Ste 1600
2200 Ross Avenue

Dallas, Texas 752016778

Tel:(214) 840-7000
www.deloitte.com

Deloitte
& Touche

October 2002

Atmos Energy Corporation
P.O. Box 650205
Dallas, Texas 75265

Attention: Mr. Thomas Petersen

In accordance with your request and with the cooperation and participation of your staff, a book
depreciation study of General Office property has been conducted. The study covered all depreciable
property and recognized addition and retirement experience through September 30, 2002. The purpose of
the study was to determine if the existing depreciation rates remain appropriate for the property, and, if

not, to recommend changes. Changes are recommended.

A comparison of the effect of the existing account rates and the recommended account rates is shown

below, based on depreciable plant balances as of September 30, 2002:

Composite Depreciation Rate

Function Existing Recommended
General Office 9.06% 16.49%

The above summary is taken from Schedule 1, which shows the annual depreciation provisions calculated
from the existing and recommended rates and differences for the General Office. Based on September 30,

2002 depreciable balances, the recommended rates will result in an annual increase in depreciation

Deloitte
Touche
Tohmatsu
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provisions of $11,424,506. The increase can be attributed to both shorter average service lives and
reserve position. The mortality characteristics for the existing and recommended rates are shown on

Schedule 2.

The recommended rates are calculated using the remaining life technique, coupled with the equal life

group procedure,

The following sections of this report describe the methods of analysis used, the bases for the conclusions
reached and recommendations for both immediate and fisture action by Atmos Energy Corporation (the

“Company”).

We appreciate this opportunity to serve Atmos Energy Corporation and would be pleased to meet with

you to discuss further the matters presented in this report, if you desire.

Yours truly,

Wby tti € Towcke LLP
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PURPOSE OF DEPRECIATION

Book depreciation accounting is the process of recognizing in financial statements the consumption of
physical assets in the process of providing a service or a product. Generally accepted accounting
principles require the recording of depreciation provisions to be systematic and rational. To be systematic
and rational, depreciation should, to the extent possible, match either the consumption of the facilities or
the revenues generated by the facilities. Accounting theory requires the matching of expenses with either
consumption or revenues to ensure that financial statements reflect the results of operations and changes
in financial position as accurately as possible. The matching principle is often referred to as the cause
and effect principle; thus, both the cause and the effect are required to be recognized for financial
accounting purposes. This study was conducted in a manner consistent with the matching principle of

accounting.

Because utility revenues are determined through regulation, asset consumption is not automatically
reflected in revenues. Therefore, the consumption of utility assets must be measured directly by

conducting a book depreciation study to accurately determine its mortality characteristics.

Matching is also an essential element of basic regulatory philosophy and has become known as
“intergenerational customer equity.” Intergenerational equity means the costs are borne by the
generation of customers that caused them to be incurred, not by some earlier or later generation. This

matching is required to ensure that charges to customers reflect the actual costs of providing service.
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DEPRECIATION DEFINITIONS

The Uniform System of Accounts prescribed for gas utilities by the Federal Energy Regulatory

Commission followed by the Company states that:

“Depreciation” as applied to depreciable gas plant, means the loss in service value not
restored by current maintenance, incurred in connection with the consumption or
prospective retirement of gas plant in the course of service from causes which are known
to be in current operation and against which the utility is not protected by insurance.
Among the causes to be given consideration are wear and tear, decay, action of the
elements, inadequacy, obsolescence, changes in the art, changes in demand and
requirements of public authorities, and in the case of natural gas companies, the
exhaustion of mutual resources.

“Service value” means the difference between original cost and net salvage value of gas
plant.

“Net salvage value™ means the salvage value of property retired less the cost of removal.

“Salvage value” means the amount received for the property retired less any expenses

incurred in connection with the sale or in preparing the property for sale, or, if retained,

the amount at which the material is chargeable to materials and supplies, or other

appropriate account.

“Cost of removal” means the cost of demolishing, dismantling, tearing down or

otherwise removing gas plant, including the cost of transportation and handling

incidental thereto.
As is clear from the wording of the salvage value and cost of removal definitions, it is the salvage that
will actually be received and the cost of removal that will actually be incurred, both measured at the price

level at the time of receipt or incurrence, that is required to be recognized in the depreciation rates of the

Company.

These definitions are consistent with the purpose of depreciation, and the study reported here was

conducted in a manner consistent with both.

#
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ACCOMPLISHMENT OF ACCOUNTING AND REGULATORY PRINCIPLES

Utility depreciation accounting is a group concept. Inherent in this concept is the assumption that all
property is fully depreciated at the time of retirement, regardless of age, and there is no attempt to record
the depreciation applicable to individual components of the groups. The depreciation rates are based on
the recognition that each depreciable property group has an average service life. However, very little of
the property is “average.” The group concept carries with it recognition that most property will be retired
at an age either less than or greater than the average service life. The study recognized the existence of

this variation through the identification of lowa-type retirement dispersion patterns for all property

groups.

The depreciation study required to determine the applicable mortality characteristics is independent from
the calculation of the depreciation rates. The resulting mortality characteristics can be used to calculate
either average life group (“ALG”) or equal life group (“ELG”) rates, both with either the whole life
technique or the remaining life technique. Any set of mortality characteristics that is suitable for
calculating ALG rates is just as suitable for calculating ELG rates. Conversely, any set that is not suitable
for ELG is not suitable for ALG either. ALG and ELG are straight-line procedures that reflect life
measured by time, with ALG utiliziﬁg average life, and ELG utilizing actual life. For ALG, all property
in the group is assumed to have a life equal to the average of the group. ELG recognizes that, in reality,
only a small portion of the group retires at an age equal to the average service life. For the average to
exist, about half of the investment in an asset group will be retired at ages less than average life, a small
amount at average life and the rest at ages greater than average life. It is the use of this dispersion in the
rate calculation that causes ELG rates to better match cost recovery with the use of and benefit from
property. Thus, the ELG procedure best accomplishes the purpose of book depreciation accounting by

ensuring that the recording of depreciation provisions matches the actual consumption of the physical
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assets. Since ELG matches the recording of consumption with the actual consumption, customers will

pay the actual costs incurred to sérve them. For this reason, ELG rates are recommended.

A detailed discussion of the Equal Life Group Procedure is included in the Appendix to this report.

THE BOOK DEPRECIATION STUDY

Implementation of a policy toward book depreciation that recognizes the purpose of depreciation
accounting requires the determination of the mortality characteristics that are applicable to surviving
property. The purpose of the depreciation study reported here was to accurately measure those mortality
characteristics and to use the characteristics to determine appropriate rates for accrual of depreciation

expenses.

The major effort of the study was the determination of the appropriate mortality characteristics. The
remainder of this report describes how those characteristics were determined, describes how the mortality
characteristics were used to calculate the depreciation rates and presents the results of the rate

calculations.

The study consisted of the following steps:

Step One was a Life Analysis consisting of determination of historical retirement experience and an

evaluation of the applicability of that experience to surviving property.

Step Two was a Salvage and Cost of Removal Analysis consisting of a study of salvage value and

cost of removal experience, and an evaluation of the applicability of that experience to surviving

property.
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Step Three consisted of the determination of average service lives, retirement dispersion patterns

identified by Iowa-type curves and the net salvage factors applicable to surviving property.

Step Four was the determination of the depreciation rate applicable to each depreciable property
group, recognizing the results of the work in Steps One through Three, and a comparison with the

existing rates.

LIFE ANALYSIS

The Life Analysis for the property concerns the determination of average service lives and Iowa type
retirement dispersion patterns. An analysis of historical retirement activity, suitably tempered by
informed judgment as to the future applicability of such activity to surviving property, formed the basis
for determination of average service lives and retirement dispersion patterns. Retirement experience
through September 30, 2002 was analyzed using the actuarial method of Life Analysis. The actuarial

method could be used because the vintage of retired and surviving property is known.

In order to recognize trends in life characteristics and to ensure that the valuable information in the
curves is available to the analyst, actual survivor curves were calculated and plotted by computer using
several different periods of retirement experience. The periods (year bands) of retirement experience
analyzed were (1) the past five years, (2) the past 10 years (3) and the full extent of available history. The
average service lives and retirement dispersion patterns indicated by these actual survivor curves were
identified by visually fitting Iowa-type standard curves to each of the actual curves and plotting the
results. This visual approach ensures that the data contained in the actual survivor curves, and input data,
and the trends are available to the analyst, and that the analyst does not allow computer calculations to be

the sole determinant of study results.
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SALVAGE AND COST OF REMOVAL ANALYSIS

Salvage and cost of removal experience from 1993 through 2002 was the basis for determining the net
salvage factors used. The analysis was done in a manner that allows selection of separate salvage and
cost of removal factors for most depreciable property groups. The analysis consisted of calculating the
experienced salvage and cost of removal factors for each property group by dividing salvage and cost of
removal amounts by the original cost of the retired property. Factors are expressed as percentages, and
were calculated for annual, rolling and shrinking bands of retirement experience. Due to limited activity

in the update period, no change was made to the net salvage factors developed in the prior study.

EVALUATION OF ACTUAL EXPERIENCE

Life Analysis and Salvage and Cost of Removal Analysis involve the measurement of what has occurred
in the past. History is often a misleading indication of the future. There are many kinds of events that can
cause history to be misleading, among them significant changes contemplated in the underlying
accounting procedures and/or changes in other management practices, such as maintenance procedures. It
is the evaluation phase of a depreciation study that identifies if history is a good indication of the future.
Blind acceptance of history often results in selecting mortality characteristics to use for calculating

depreciation rates that will provide recovery over a time period longer than productive life.

For each property group, the analysis processes involved only historical retirement experience. Since the
depreciation rates will be applied to surviving property, the historical mortality experience indicated by
the Life and the Salvage and Cost of Removal Analyses was evaluated to ensure that the mortality
characteristics used to calculate the rates are applicable to surviving property. The evaluation is required

to ensure the validity of the recommended depreciation rates.
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The evaluation process requires knowledge of the type of property surviving, the type of pr_operty retired,
the reasons for changing life, dispersion, salvage and cost of removal, and the effect of present and future
Company plans on the property mortality characteristics. The evaluation included discussions with
Company accounting, engineering and operating personnel, determination of the type of property
recorded in a number of accounts and special analyses of retirements to identify the type of property

retired and reasons for retirement,
CALCULATION OF DEPRECIATION RATES

A straight-line remaining life rate for each depreciable property group was calculated using the following

formula:

Rate = Plant Balance - Net Salvage - Book Reserve
Average Remaining Life

Formula numerator elements in percent of depreciable balance and the denominator in years produce a
rate in percent. This formula illustrates that a remaining life rate recognizes the book reserve position.
The depreciable balances and book reserves were taken from accounting records, and the net salvage

factors were determined by the study.

The remaining lives for each property group are a function of the age distribution of surviving plant and
the selected average service life and Jowa dispersion pattern.

General Office

The rate increased from 9.06% to 16.49%, primarily because of a mix of shorter average service lives and

recognition of reserve position.
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RESERVE COMPARISON

Because remaining life rates are recommended, a comparison of the accumulated provision for
depreciation and the calculated theoretical reserve as of September 30, 2002 is not meaningful, and no
comparison is presented. This is because the only way a reserve difference can exist is through the use of

whole life rates.

RECOMMENDATIONS
Our recommendations for your future actions in regard to book depreciation are as follows:

1.  The annual depreciation rates shown in Column 6 of Schedule 1 and the mortality characteristics
shown in columns 6, 7 and 10 of Schedule 2 are applicable to existing property and are

recommended for implementation at such time as their effect can be incorporated into service rates.

2. Because of variation of life and net salvage experience with time, a depreciation study should be
made during 2007 based on retirement experience through September 30, 2006. Exact timing of the
study should be coordinated with a retail rate case to ensure timely implementation of revised

depreciation rates.

~10-
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ATMOS ENERGY CORPORATION - GENERAL OFFICE (DIV. 2) SCHEDULE 1
Book Depreciation Study as of September 30, 2002
Comparison of Depreciation Rates and Annual Amounts

] [2] 3] [4] [51 [6] 7 (8]
Account . 9/30/02 Existing Annual  Study  Annual Increase or
Number Description Balance Rates Amount Rates Amount Decrease

$ % $ % $ $
GENERAL PLANT
330.09 Improvements to Leased Premises 8,897,125 7.43 661,056 1226 1,090,788 429,731
391.00 Office Furniture and Equipment (Gnl) 9,532,135 4,89 466,121 3.29 313,607 (152,514)
391.03 Office Furniture and Equipment (Other) 1,160,987 222 25,774 117 13,584 (12,180)
397.00 Communication Equipment 0,428,825 7.12 671,332 11.64 1,097,515 426,183
398.00 Miscellaneous Equipment 662,671 5.36 35519 20.86 138,233 102,714
399.00 Other Tangible Property 224866 15.75 35416 23.99 53,845 18,529
399.01 Servers Hardware 8279271 1429 1,183,108 28.15 2,330,615 1,147,507
399.02 Servers Software 6,320,551 14.29 903,207 2995 1,893,005 989,798
399.03 Network Hardware 211,839 1429 30,272 2908 61,624 31,352
399.06 PC Hardware 4,486,960 16.83 755,155 47.16 2,116,050 1,360,895
399.07 PC Software 1,835,852 17.73 325,497 26.52 486,868 161,371
399.08 Application Software 76,800,983 822 6,313,781 17.02 13,073,059 6,759,279
399.09 Mainframe System Software 2,588,228 22.16 573,551 6.21 160,729 (412,822)
399.24 General Startup Cost 23,172,326 8.33 1,930,255 10.81 2,504,928 574,674
Total Depreciable General Plant 153,611,619 9.06 13,910,045 16.49 25,334,551 11,424,506
Unrecorded Retirements 16,632,482
Fully Depreciated 2,366,785
Total General Office Facilities 172,610,886

-11 -
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Account
Number

380.09
391.00
391.03
397.00
398.00
399.00
399,01
398.02
399.03
399.06
399.07
399.08
399.09
399.24
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ATMOS ENERGY CORPORATION - GENERAL OFFICE (D\V. 2) SCHEDULE 2
Book Depreciation Study as of September 30, 2002
Comparison of Montality Characteristics
(2} K] [4] )] [6}] I7] (8] [l 1o}
EXISTING PARAMETERS STUDY PARAMETERS
lowa Net lowa Gross  Cost of Net
Description ASL  Curve Salvage ASL Curve Salvage Removal Salvage
yrs. % % % %

GENERAL PLANT
Improvements to Leased Premises 10.0 SQ 0 10.0 SQ 0 0 0
Office Furniture and Equipment (Gnl) 20.0 L1 5 30.0 R2 0 o 0
Office Fumniture and Equipment (Other) 20.0 L1 5 18.0 R25 a 0 o
Communication Equipment 10.0 L3 0 10.0 L3 0 0 0
Miscelfaneous Equipment 15.0 R2 1] 100 86 5 0 5
Other Tangible Property 5.0 SQ 0 5.0 SQ 0 0 0
Servers Hardware 7.0 sSQ ] 5.0 sQ 0 0 0
Servers Software 7.0 sQ 0 5.0 SQ 0 0 0
Network Hardware 7.0 SQ 0 5.0 sQ o 0 0
PC Hardware 5.0 R4 0 4.0 sSQ ] 0 0
PC Software 5.0 R4 0 4.0 8Q 0 0 1]
Application Software 10.0 R4 0 80 S15 0 0 0
Mainframe System Software 5.0 R4 0 100 S15 )] 0 0
General Startup Cost 12.0 SQ 0 10.0 sQ 0 0 0

-12-
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CALCULATION OF EQUAL LIFE GROUP DEPRECIATION RATES

It is the group concept of depreciation that leads to the existence of the ELG procedure of calculating
depreciation rates. This concept has been an integral part of utility depreciation accounting practices for
many years. Under the group concept, there is no attempt to keep track of the depreciation applicable to
individual items of property. This is not surprising, in view of the millions of items making up a utility
system. Any item retired is assumed to be fully depreciated, no matter when retirements occur. The group
of property would have some average life. “Average” is the result of an arithmetic calculation, and there

is no assurance that any of the property in the group is “average.”

The term “average service life” used in the context of book depreciation is well known, and its use in the
measurement of the mortality characteristics of property carries with it the concept of retirement
dispersion. If every item were average, thereby having exactly the same life, there would be no
dispersion. The concept of retirement dispersion recognizes that some items in a group live to an age less
than the average service life and other items live longer than the average. Retirement dispersion is often

identified by standard patterns.

The lowa-type dispersion patterns that are widely used by electric and gas utilities were devised
empirically about 60 years ago to provide a set of standard definitions of retirement dispersion patterns.
Figure 1 shows the dispersion patterns for three of these curves. The L series indicates the mode is to the
Left of average service life, the R series to the Right, and the S series at average service life, and
therefore, Symmetrical. There is also an O series, which has the mode at the Origin, thereby identifying a
retirement pattern that has the maximum percentage of original installations retired during the year of

placement.

The subscripts on Figure | indicate the range of dispersion, with the high number (4) indicating a narrow

dispersion pattern, and the low number (1) indicating a wide dispersion pattern. For example, the R1

-13-
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curve shown on the Figure indicates retirements start immediately and some of the property will last
twice as long as the average service life. The dispersion patterns translate to survivor curves, which are
the most widely recognized form of the Iowa curves. Other families of patterns exist, but are not as

widely used as the lowa type.
The methods of calculating depreciation rates are categorized as straight-line and non-straight-line.

Non-straight-line methods can be accelerated or deferred. There are three basic procedures for

calculating straight-line book depreciation rates:

Units-of-Production
Average Life Group (ALG)

Equal Life Group (ELG)
Each of these procedures can be calculated using either the whole life or the remaining life technique.

Productive life may be identified by () a life span or (b) a pattern of production or usage. If production
or usage is the suitable criterion, depreciation should be straight-line over life measured by time. Units-
of-Production is straight-line over production or usage, while the others are straight-line over life
measured by time. ALG is straight-line over the average life of the group, while ELG is straight-line over

the actual life of the group.

The formulas for the whole life and remaining life techniques are shown on Table 1. For the ELG
calculation procedure, Formulas 1 and 3 are applied to the individual equal life components of the
property group. For the ALG calculation, the formulas are applied to the property group itself. Formula2
is applied to the property group for either ELG or ALG. Use of the units (percent and years) in the
formulas results in rates as a percent of the depreciable plant balance. The depreciable plant balance is

the surviving balance at the time the rate is calculated, and is expressed as a percentage (always 100) of

-14-
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itself. Salvage and reserves are expressed as a percent of the depreciable plant balance. For example, a
property group having a 35-year average service life and negative 5% salvage would have an ALG whole

life rate of (100 + 5)/35, or 3.00%.

The first term of Formula 2 is identical to Formula 1 for the whole life rate. The second term of
Formula 2 illustrates that the difference between a remaining life rate and whole life rate is the allocation
of the difference between the book and calculated theoretical reserves over the remaining life by a

remaining life rate.

The widely used ALG procedure of depreciation rate calculation does not recognize the existence of
retirement dispersion in the calculation. The difference between the ALG and ELG procedures is the
recognition of the existence of retirement dispersion in the ELG rate calculation. ELG is a rate
calculation procedure, nothing more. The data required to make the EL.G calculation are average service
life, retirement dispersion, net salvage and the age distribution of the property. The depreciation study
required to determine the applicable mortality characteristics is independent from the calculation of the
depreciation rates. The resulting mortality characteristics can be used to calculate either ALG or ELG
rates, both with either the whole life technique or the remaining life technique. Any set of mortality
characteristics that is svitable for calculating ALG rates is just as suitable for calculating ELG rates.

Conversely, any set that is not suitable for ELG is not suitable for ALG either.

The ELG procedure calculates the depreciation rates based on the expected life of each equal life
component of the property rather than the average life of all components. As discussed earlier, “average”
is the result of a calculation and there may not be any “average” property. When curves are used to define
retirement dispersion, the average service life and the retirement dispersion pattern define the equal life

groups and the expected life applicable to each group.

-15-
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When retirement dispersion does not exist, the ELG rate is identical to the ALG rate. When dispersion
exists, the ELG rate for recently installed property is higher than the ALG rate, and for old property it is

lower,

A Simple Illustration ELG

This illustration provides a framework for visualizing the ELG methodology. Table 2 assumes 20% of
the $5,000 investment is retired at the end of each year following placement. The retirement frequencies
are shown on Line 7. As shown in Columns 2 through 6, this means $1,000 of investment is retired each
year, with the retirement at Age 1 being recovered in its entirety during Year One, at Age 2 in Years One
and Two, etc. The depreciation rate applicable to each equal life group is shown on Line 8. The annual
provision in dollars for Year One shown in Column 7 is made up of the Age 1 annual amounts shown on
Line 1, Columns 2 through 6. As shown on the Table, the annual provision for Age 2 is equal to the
annual provision for Age ! less the amount collected during Year One applicable to the group retired
during Year One. Thus, the annual provisions can be thought of as a matrix, with the provision for any

given year being produced by a portion of the matrix.

The depreciation rates in Column 9 are determined by dividing the annual provisions in Column 7 by the
survivors in Column 8. The rate formula shown on Table 2 can also be used to calculate the rates and is
used on the Table to illustrate the working of the matrix by calculating the depreciation rates for Year
One and Year Three. For Year One, the numerator and denominator both consist of five terms. Each year,
the left-hand term of both numerator and denominator drop off. It should be noted that the reverse
summation of retirement ratios (starting with Column 6 and moving left on Line 7) is equal to the

survivor ratio at the beginning of the period shown in Column 10.

The formula can illustrate how the matrix can be thought of in terms of a depreciation rate. If the

multiplier of 100 is incorporated in each element of the numerator of the formula, such as (100 x 0.2)/2,

-16 -
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it can be seen that 100/2 is a rate and the retirement frequency (0.2) is a weighting factor. This particular

rate (50%) is the one shown for Age 2 property on Line 8, Column 3.

It can be seen that the only data required for the ELG rate calculation are the retirement frequencies for
each year. These frequencies are defined by the average service life and the shape of the dispersion

pattern.

A Real Illustration of ELG

The depreciation analyst deals with much larger groups of property than those appearing on Table 2.
Table 3 contains an ELG rate calculation for an actual depreciable property group. The retirement
frequencies shown in Column 4 are defined by the 38-year average service life and the L5 Iowa-type
dispersion pattern. The ALG rate without salvage for this property is 2.632% (100%/38 years), while the
ELG rate varies from 2.704% at age 0.5 years to 1.471% at the age just prior to the last retirement, 67.5

years.

The rate listed in Column 5 at each age is the weighted summation of individual rates applicable to that
portion of the surviving property the retirement frequencies in Column 4 indicate will be retired in each
following year. This combination of average service life and dispersion pattem means that the first
retirement will be from the age 18.5 year property during the following year at an age of 19 years;
therefore, it will require a rate of 5.263% (100%/19 years). (This example does not have any surviving
balance at age 18.5.) The last retirement will be from age 67.5 year property; consequently, it will
require a rate of 1.471% (100%/68 years). The vintage composite rate shown in Column 5 at age 0.5

years is the weighted summation of rates varying from 5.263% to 1.471%.

-17 -
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Since this example is for a narrow dispersion pattern, the first retirement occurs at age 19 years and the
vintage composite rate remains at 2.704% at age 19.5 years, because the first retirement drops the

5.263% rate from the summation.

A wider dispersion pattern would result in a wider range of vintage composite rates than defined by the

L5 curve (2.704% to 1.471%).

All that are necessary for calculating the depreciation rates applicable to each age of property are the
retirement frequencies. These frequencies are defined by the average service life and the retirement
dispersion pattern. The determination of average service life requires the determination of the dispersion

pattern, since without dispersion there would be no “average.”

Depending on the dispersion pattern, the number of retirement frequencies making up the complete fowa
curve can be up to about 4.4 times the number of years of average service life. Thus, for an account
whose number of retirement frequencies is three times the average service life and whose average service
life is 30 years, the rate applicable to the Age 1 property will be made up of the weighted summation of
89 components, etc. Thus, the rate calculation process is complex, but certainly not complicated. It is this

complexity that makes the rate calculations much more practical using a computer.

-18 -
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TABLE 1
DEPRECIATION RATE CALCULATION PROCEDURES

Whole Life

Rate (%)=  PB-S

ASL Formula 1
Remaining Life
Rate (%) = PB-S __  BR-CT
ASL ARL Formula 2

Rate (%) = PB-FS -BR
ASL Formula 3

Where

PB is Depreciable Balance, %

AS is Average Net Salvage, %

FS is Future Net Salvage, %

ASL  is Average Service Life, years

BR is Depreciation Reserve, %

CTR  is Calculated Theoretical Reserve, %
ARL is Average Remaining Life, year

-20-
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Age
Years

Totals

;89728553712

TABLE 3

DETERMINATION OF DEPRECIATION RATES BY ELG PROCEDURES

2]

Year

1993
1992
1991
1990
1989
1988
1987
1986
1984
1883
1982
1981
1980
1979
1978
1977
1976
1974
1973
1972
1971
1970
1969
1968
1967
1866
1964
1863
1962
1961
1860
1959
1958
1957
1956
1954
1953
1952
1951
1850
1849
1948
1847
1946
1944
1843
1942
1940
1939
1938
1937
1936
1934
1932
1926

3
Vintage
Balance

$

4,244,286
800,784
60,016
43,455,063
81,456
172,463
2,098,991
2,685,949
1,642,443
222,602
85,661
4,985
72,842
219,163
120,665
37,042
339,236
336,723
10,375,359
4,481,906
5,923,340
78,848
305,178
10,312,586
2,754,067
9,558,786
5,566,083
23,383
3,313,564
32,271
151,658
171,483
167,116
70,420
1,792,312
2,270,555
187
20,185
12,860
706

2,662
6,422
19,573
323,058
2,285,041
15,614
620,752
684,610
47,173
2,725
560

722

3,065
844,400

2

118,029,691

4] [5]
Retirement
Frequency Rate
ASL 38
Curve LS
0.0000 0.02704
0.0000 0.02704
0.0000 0.02704
0.0000 0.02704
0.0000 0.02704
0.0000 0.02704
0.0000 0.02704
0.0000 0.02704
0.0000 0.02704
0.0000 0.02704
0.0000 0.02704
0.0000 0.02704
0.0000 0.02704
0.0000 0.02704
0.0000 0.02704
0.0000 0.02704
0.0000 0.02704
0.0001 0.02703
0.0004 0.02702
0.0009 0.02699
0.0018 0.02695
0.0030 0.02689
0.0047 0.02681
0.0089 0.02670
0.0094 0.02658
0.0123 0.02644
0.0194 0.02610
0.0242 0.02589
0.0305 0.02566
0.0386 0.02538
0.0482 0.02507
0.0583 0.02472
0.0674 0.02433
0.0740 0.02390
0.0768 0.02345
0.0701 0.02252
0.0822 0.02206
0.0531 0.02161
0.0442 0.02118
0.0362 0.02078
0.0296 0.02041
0.0245 0.02006
0.0206 0.01972
0.0173 0.01940
0.0123 0.01879
0.0103 0.01850
0.0085 0.01821
0.0058 0.01766
0.0043 0.01740
0.0033 0.01714
0.0025 0.01689
0.0018 0.01664
0.0005 0.01573
0.0008 0.01573
0.0000 0.01471%
SALVAGE (%) =
AFTER SALVAGE =
ANNUAL DEPRECIATION RATE =

-22.

18] B

Amoun

$

114,758.36
21,651.86
1,622.73
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0.03

3,133,730.27
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Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR ltem 146
Witness: Don Roff

Data Request:
At page 14 of his study, Mr. Roff mentions that the SSU rates he proposed in his
2002 study were accepted in Louisiana, Texas and Virginia.
a. Please provide the orders accepting the SSU rates for those jurisdictions.

b. Did Atmos attempt to have those rates approved for the Kentucky
jurisdiction? If not, please explain why not. If yes, please provide the
order or decision addressing that attempt.

c. If the existing SSU rates are not the result of the 2002 study, please
provide the source for those rates.

Response:
a. Please see attached orders labeled AG DR1-146 ATT1, AG DR1-146
ATT2, AG DR1-146 ATT3 and AG DR1-146 ATT4.
b. No. The company did not have a general rate case during this time.

Please see attached depreciation study labeled AG DR1-146 ATT5.
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RAILROAD COMMISSION OF TEXAS

OFFICE OF GENERAL COUNSEL

June 3, 2005

TO:  All Parties of Record

Re:  Gas Utilities Docket No. 9563
Statement of Intent Filed by dimos Energy Corporation to Increase Rates and

Change Tariffs in the Environs the City of Lubbock..
PFD and Deadlines for Exceptions, and Replies

Enclosed are the Proposal for Decision ("PFD") and recommended Final Order issued by the examiners
in this case. Pursuant to §1.141 of the Commission's General Rules of Practice and Procedure, these documents
are being circulated to each party or its authorized representative. This is only a proposal and is not to be
interpreted as a final decision unless an official order adopting the proposal is signed and issued by the

Commission.

Under Section 1.142 of the General Rules of Practice and Proceduze (16 T.A.C. §1.142), each party has

) the right to file written Exceptions to the PFD and Replies to the Exceptions of other parties. Exceptions filed
. by the Applicant must be filed by June 8, 2005. In view of the due dates stated above, all parties are
reminded that pleadings are considered filed only upon actual receipt by the Docket Services Section of the

Office of General Counsel (Room 12-130). An original plus three copies of exceptions and replies should

be submitted to the Commission. PLEASE DO NOT STAPLE. Further, a copy of these pleadings must be

submitted to each party.

Currently, the Commission has Conference scheduled for June 21. Notice of consideration of this
docket at any cuirent or additional conference will be duly posted with the Secretary of State.

Conlact for Additional Information ~ In accordance with TEX. GOV'r CODE ANN. §2001.061 (Vernon 2000)
and 16 TEX. ADMIN. CODE § 1.6 (1991), ex parre communications with the Hearings Examiners and
Commissioners are prohibited. Any persons or entities desiring additional information may contact the
Commission by writing to Colin Lineberry at the Railroad Commission of Texas, 1701 North Congress Avenue,
P. O. Box 12967, Capitol Station, Austin, Texas 78711-2967, or by calling Mr. Lineberry at (512) 463-7033.
Any persons or entities having clerical questions, such as questions regarding the number of copies of filings,
the service list or reviewing the record, may contact the secrefary of the Gas Services Section of the Office of

General Counsel, Loretta Howard, at (512) 463-7033.

Sincerely,

Aok o

Gene ntes
Hearings Examiner
Office of General Counsel

1701 NORTH CONGHESS AVENUE ¢ PosT OFFICE BOX 12967 K Austin, TExas78711-2967 s  PHONB:512/463-6924  Pax: 512/465-6 989
"LDD S00+735:298% OR TDY 512-463.7284 AN BQUAL OrPORTUNITY BMPLOYER heap:// www.ore,stare.on.mn
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Atmos Energy Corporation
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Gas Utilities Docket No. 9563
Statement of Intent Filed by Atmos Energy
Corporation to Increase the Rates and Change
Tariffs in the Environs of Lubbock
Examiner: Gene Monfbs
Co Examiner: Rose Rijz

C. W. Bill Guy
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Vice President of Rates and Regulatory Affairs

5110 80" St.

P.O.Box 1121

Lubbock, Texas 79408-1121
806-798-4457
806-798-4494 fax

Linda D, Cotten

Sr. Rates Analyst

Atmos Energy Corporation
5110 80 St.

P.0.Box 1121

Lubbock, Texas 79408-1121 -
972-855-3194

972-855-3712 fax.

linda.cotten@atmosenerey.com

Doug Walther

Senior Atiorney

Atmos Energy Corporation
800 Three Lincoln Centre
5430 LBJ Freeway

Dallas, Texas 75240

James W, Checkley, Jr.

Gary Compton

J. Alan Holman

Locke, Liddell & Sapp

100 Congress Ave., Suite 300
Austin, Texas 78701-4042
512-305-4700

512-305-4800 fax

courtesy copy: Rose Ruiz

Junc 3, 2005

Pagelof 1
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STATEMENT OF INTENT FILED BY ATMOS ENERGY CORPORATION TO CHANGE
GAS RATES IN THE ENVIRONS OF LUBBOCK, TEXAS

APPEARANCES:
¥FOR APPLICANT:

Gary Compton Atmos Fnergy Corporation

J. Alan Holman ”

James W. Checkley

) Locke Liddell & Sapp LLP
100 Congress Avenue, Suite 300
Austin, Texas 78701
PROPOSAL FOR DECISION
PROCEDURAL HISTORY
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TRose Ruiz, Technical Exawiner

RECORD CLOSED: May 19, 2005
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STATUTORY DEADLINE: July 14, 2005
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The Statement of Infent filed by Atmos Energy Corporation ("Atmos") in this case seeks to
implement rates for the Lubbock Environs that are the same as the rates approved by the City of
Lubbock within its municipal jurisdiction. The last rate inciease in the Amarillo environs occurred
on November 30, 2000.! Lubbock approved an increase in Atmos’ rates on April 10, 2003,
Originally, Atmos sought approval of rates from the city that would have resulted in a $3,004,219
increase. Through negotiations with Lubbock, Atmos agréed to chauges in its proposed rates that
would result in a rate increase of $1,525,000. Those ratés result in the proposed environs rate
increase of $120,338. Atmos does not seek to recover any rate case expenses in this case.

SUMMARY OF MAJOR ISSUES

Atmos seeks four changes to the existing tariffs:

Atmos seeks to change the tariffs that govern the environs customers.
Currently, rates charged to environs custormérs of Lubbock are governed by
Atmos’ West Texas Service Area Tariffs. "Atmos seeks to establish new
teriffs, Lubbock Distribution System Tariffs, for those customers.

Atmas proposed a Weather Normalization Adjustment (WNA) clause that
will apply to Residential, Commercial, State Institutions, and Public
Authority customers classes. :

Atmos proposed changes to the depreciation rates and

" Atmos proposed changes to the service char:ges. "

: } Tex. RR. Statement of Intent filed by Energas Company to:Increase Rates Charged in the Environs of 67
West Texas Cities: Petition by Energas Company for Review of 67 Municipal Rate Decisions, (Gas Utils. Div.
November, 30, 2000) (final order granting application) (“G.U.D. No. 9002 - 9135”).

doos
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I. Procedural History and Notice

On April 10, 2003, the City of Lubbock approved ‘an increase jn Atmos’ rates, including
increases in depreciation and service rates, and the addition of a Weather Normalization Adjustment
("WNA") clause. On January 10, 2004, Atmos filed a ‘Starement of Intent with the Railroad
Commission. The Statement of Intent secks approval of ratés for the environs of Lubbock identical
to the rates approved by the City of Lubbock. Pursuant to TEX. UTIL. CODE ANN. § 104.102, Atmos
notified the Environs customers by publishing notice in the Lubbock Avalanche Journal, a
newspaper of general circulation in the environs of Lubbock; for four consecutive weeks beginning

February 25, 2005, and ending on March 18, 2005.

No protests or request to intervene were filed in this case. Atmos responded to several requests
for information propounded by the Examiners. Notice of Hearing was issued on April 30, 2005, and
a hearing was held on May 12 and 19, 2005. A Proposal for Decision was issued on June 3, 2005.

The deadline for a response was set for June 8, 2005.

II. Jurisdiction

The Commission has jurisdiction over Atmmos and over the matters at issue in this proceeding
): pursuant to TEX. UTIL. CODE ANN. §§ 102.001, 103.003, 103.051, 104.001, 121.051, 121.052, and
121.151 (Vernon 2004). The statutes and rules involved in this proceerhng mcluds but are not
limited to TEX. UTIL. CODE ANN. §§ 104.101, 104.102, 104.103, 104.105, 104.106, 104.107,
104.110, 104.301, and 16 TEX, ADMIN. CODE Chapters 1 and 7. The Notice of Hearing was issued

on April 30,2005, and satisfied the requirements of 16 TEX. ADMIN CoDE § 1.45 and of TEX. GOV’ T

CODE ANN. § 2001.052 (Vernon 2004).
0.  Proposed changes to tariffs and rate design

As noted above, Atmos seeks several changes to its'tariffs. In addition, Atmos seeks to
establish a depreciation rate and a rate of return for purposes of TEX. UTIL. Copt Ann. § 104.301.

a. Change from Block Rates to Flat Rates

The Examiners recornmend that the proposed changes to the rate design for residential,
commercial, small industrial, and public authority customersbe adopted. Except for rates for small
industrial sales, Atmos has proposed rates based upon a customer charge and a flat rate based on
volumetric consumption. For small industrial sales, Atmos proposes to create a two-tiered rate
structure. A summary comparing the current rate design and proposed rate design is provided in

Table 1, below.
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Comparison of Current Rate Design and Proposcd Rates Design
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The Examiners recommend that the proposed rate design be approved. The Railroad
Commission has adopted flat rates in the past and the proposed rate design is reasonable.® A two-

tiered rate for small industrial customers is reasonable.
b. Weather Normalization Adjustment Clause ("WNA").

Atmos proposes to add 2 WNA clause, or rider, to apply to the company’s most weather-
sensitive customer classes. The most weather-sensitive customer classes are Residential,
Commercial; State Institutions, and Public Authority customers classes. The proposed WNA shall
apply to bills based on meters read during the revenue months of October through May. A WNA
has been approved by the Railroad Commission in prior cases for other utilities.?

 Asdiscussed by the Examiners in the Proposal for Decision prepared in prior cases, a WNA
is intended to be revenue neutral. The adjustment normalizes volumes and revenues for variable
weather and is intended to reduce the impact on customer bills for abnormally cold weather.
Conversely it is intended to offer a utility protection against abnormally warm weather. During
colder than normal billing periods, customers will receive a credit on their bill, and in a warmer than
normal billing period, customers will receive a debit or charge on their bill. In either case, the WNA.
adjusts the cost of service pomon of custorner bills to the level that would occur with normal

weather.*

2 See, Tex. R.R. Comm’n Statement of Intent filed by West Texas Gas, Inc. to Increase Special Rates in the
Unincorporated Towns and Rural Areas, Environs, and Appeals from the Decision os the Cities of Balmorhea, Claude,
Darrouzzett, Eden, Farwell Follet, Groom, Higgins, .Junction, Menard, Miami, Mobeelie, Shamrock, Stratford,
Texhoma, Wheeler, Paint Rock, Cactus, Canadian, Kermit, Naralia, Somersef, Sanora, and Texline (Gas Utils. Div.,
November 23, 2004) (final order granting application) (“G.U.D. No. 9488 - 9512, 9520, 9521, & 9526™). Tex. RR.
Comm’n, Appeal of Southern Union Gas Company from the Aetion of the Cities of Groves, Nederland, Port Arthur and
Port Neches, Texas (Gas Utils, Div, June 29, 1992) (Order on Motion for Rehearing) (“G.U.D. Neo. 9465”). Tex.RR.
Comm’n, Statement of Intent Filed by Southern Gas Company to Increase Rates within the Envivons of Andrews, Texas
(Gas Util. Div. May 23, 2000) (final order granting application) (*G.UD. No. 8985”); Tex. R.R. Comm’n, Statement
of ntent filed by Markham Gas Corporation for the Unmcorparated Area of Markham, Texas (Gas Utlls. Div.

November 12, 1996) (“G.U.D. No. 8642”),

-3 Tex. R.R. Comm’n, Appeal of Texas Gas Service Company from the Action From the Cities of Port Neches,
Nederland, and Groves (Gas Utils. Div. July 22, 2004) (final order granting application) (“G.U.D. No. 9465™) (WNA
to be applied during the months of Septeaber through May); Tex. R.R. Comm’n, Appeal of TXU Gas Distribution from
the Action of the City of Dallas, City of University Park, and the Town of Highland Park, Texas and the Statement of
Intent filed by TXU Gas Distribution 1o Increase Rates Charged in the City of Dallas (Gas Utils. Div, November 20,
2000) (final order pranting application) (“G.U.D, No, 9145 -9143™) (WNA to be applied during the months of Qctober

through May)

¢ See, G.U.D. No. 9465 (Gas Utils. Div. June 15, 2004) (Proposal for Decision pp. 56 - 57) and G.U.D. No.
9145 - 9148 (Gas Utils. Div. October 10, 2000), (Proposal for Decision pp. 107 - 108).
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c. Depreciation rates and Service Charges.

In this case, Atmos seeks the adoption of depreciation rates for shared services that are
supported by a study prepared by Deloitte & Touche in 2002, The depreciation rates sought here are
higher than those sought in GUD No. 9573, Application of Atmos Energy Corporation to Increase
Rate and Change Tariffs in the Environs of West Texas Cities Service Arec (G.U.D. 9573). G.U.D.
9573 was filed on February 25, 2005. Atmos indicated that it was preparing the municipal filings
for both Lubback and West Texas Cities and did not make the filing dependent upon the availability
of the shared services depreciation study that was being conducted at the same time. The West
Texas Cities. municipal filing was completed first and was filed, with the municipalities, on
September 11,2003, which was prior to the completion of the new depreciation study. The Lubbock
municipal ﬁhnc was completed about six weeks later and was filed on October 21, 2003, after the
completion of the new depreciation study. Therefore, the updated depreciation rates were included
in the Lubbock filing, but not in the West Texas Cities filing. At the time that Atmos filed its
environs cases for each of those areas, it matched the depreciation rates for each environs filing with
the rates that were approved at the municipal level, so that the rates were the same within each

independent rate division.

Atmos is also requesting approval of changes made to sexvice charges related to customer

requested services. The proposed change will result in an increase of approximately $8,962 in

) annual revenue from environs customers. The Examiners recommend the Commission approve the
proposed changes which are the same as those approved by the City of Lubbock.

d Settled Rates

The rates that Atmos is requesting for the environs customers are the result of a settlement
agreement with the City of Lubbock. As noted above, Atrnos reached a settlement with the City of
Lubbock designed to recover less than half the revenue incresse originally requested. Atmos seeks
the same rates for the environs custormers as are now in effect in the City of Lubbock. Spécific cost
categories were not adjusted to reach the settlement; instead the settlement was a “black box”
settlement. Nevertheless, for purposes of TEX. UTIL. CODE ANN. § 104.301, relating to interim
adjustment for changes in investment (commonly referred to as “GRIP*), Atmos provided a cost of
service analysis to support the reasonableness of the scttlement agreement. The settlement with the
City of Lubbock did not include specific agreements in the cost of service, except for those required
for GRIP. Although a specific amouunt is included in the cost of service analysis for operations and
maintenance expenses, taxes, including franchise fees, and income to be recovered from all
customers, Atmos does not seek the recovery of specific elements in the cost of service analysis.
Instead, Atmos simply seeks to recover the overall settlement amount and implement uniform base
rates. Except for the items necessary for purposes of GRIP, the Examiners do not recomumend that
other cost of service items, including franchise fees, identified in the cost of service analysis

provided by Atmos, be specifically approved

The Examiners recomroend that the requested rates be approved.
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Issued this 3rd™® day of June, 2005

Respectfully submitted,

/ f%@
EI;;; Montes-

Hearings Examiner ‘
Generél Counsel Division

o b

Technical Examiner
Gas Services Division
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BEFORE THE
RAILROAD COMMISSION OF TEXAS

STATEMENT OF INTENT FILED BY §

ATMOS ENERGY CORPORATION TO § 'GAS UTILITIES DOCKET
CHANGE GAS RATES IN THE § NO. 9563
ENVIRONS OF LUBBUCK, TEXAS § :

PROPOSED FINAL ORDER

Notice of Open Meeting to consider this Order was duly posted with the Secretary of State
within the time period provided by law pursuant to TEX. GOV’ CODE ANN. Chapter 551, et seq.
(Vernon 1994 & Supp. 2004). The Railroad Commission of Texas adopts the following findings of
fact and conclusions of law and orders as follows:

FINDINGS OF FACT
). ﬁ
1. Atmos Energy Corporation (“Atmos”™) is a gas utility as that term is defined in the Texas
Utility Code.
2. Atmos owns and operates a gas distribution system in.the City of Lubbock and the eavirons

of the City of Lubbock, which will be referred to as the Lubbock Distribution System.

3. The City of Lubbock approved a rate increase for the Lubbock DlStI’lbuthll System on April
10, 2003.

4. . Atmos originally sought approval of rates that would have resulted in approximately a
$3,004,219 increase for Lubbock and its environs.

5. The original request would have resulted in an increase of approximately $211,169 for the
environs of the City of Lubbock.

6. Atmos and the city of Lubbock ultimately agreed to rates that resulted in a rate increase of
approximately $1,525,000.

7. Atmos seeks o have the same rates approved by the City of Lubbock implemented in the
environs of the City of Lubbock.

8. On January 10, 2005, Atmos filed with the Railroad Commission of Texas (Commission)
a Statement of Intent requesting that the Commission approve rates for customers located in
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the environs of the City of Lubbock that are the same as the rates approved and in effect
within the City of of Lubbock, Texas.

The proposed rates will increase Atmos’ total annual revenues by approximately $120,338
in the envirous of the City of Lubbock.

Atmos requested that the proposed new rates for all customer classes becorne effective on
of February 14, 2005.

On January 25, 2005, the Commission suspended the implementation of Atmos’ proposed
rates for 150 days after the day the rate schedule would otherwise be effective.

The last rate case for the environs of Lubbock was conducted in 2000, in GUD No. 9002 -
9135

A Notice of Hearing was jsstied on.April 30, 2005, and a final hearing was convened on May
12, 2005, recessed and reconvened on May 25, 2005, to take testimony, other evidence, and
legal argument on a limited number of issues.

No protests were filed with the Commission regarding the proposed rate increase for Atmos’
Lubbock environs customer, and no Environs customers requested a hearing or filed a

petition to intervene.

Atmos published notice of the proposed rate changes in the Lubbock Avalanche Journal, a
newspaper of general circulation in the environs of Lnbbock, for four consecutive weeks

beginning February 25, 2005.

Atmos’ publication of notice meets the statutory and rule requirements of notice and provides
sufficient information to rate payers regarding the Statement of Intent.

Atmos completed its requirement to publish notice on March 18, 2005,

The data submitted by Atmos in this docket encompass afull test-year, i.e., the twelve-rmonth
period ending March 31, 2003.

There are approximately 4,349 residential, 406 Commercial, 8 Small Industrial, 21 Public
Authority, and 14 State Customers that will be affected by Atmos’ rate changes within the

Environs of the City of Lubbock.

The following documents were admitted into the record of this case: (1) The Original
Statement of Intent filed on January 10, 2005, (2) Response of Febrary 18, 2005, to
Examiners’ Request for Information; (3) Response of April 7, 2005, to Examiners’ Request
for Information; and (4) Response of May 5, 2005 to Examiners’ Request for Information.

29
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21.  Itisreasonableto set Atmos” allowable rate of‘ return for the environs of the City of Lubbock
by establishing the weighted average cost of papital for a capital structure comprised of fifty
percent (50%) long term debt and fifty percent (50.0%) equity.

22. A cost of long term debt for Atmos of 7.03% is reasonable.

23. A cost of common equity for Atmos of 11.25% is re:asc»nable.

24.  Amn overall rate of return of 9.15% is reasonable.

25.  Thedepreciation rates as proposed by Atmos, approvéd by the City of Lubbock, and attached
as part of Exhibit A, Depreciation Schedules 6, WP6-1, WP6-2, WP6-3, WP6-4, and WP6-5,
are reasonable in this case. ’

26.  Total Rate Base as caleulated in Schedule 7, attached as part of Exhibit A, is reasonable in

this case.
27.  Atmos does not seek to revise its Purchased Gas Adjustment Clause approved in GUD No.
9002 - 9135. f
J 28.  Atmos filed a study in support of its proposéd depre:ciation rates.

29,  Thedepreciation rates as proposed by Atmos, approved by the city of Amarillo, and attached
as Exhibit B, are reasonable in this case and should be adopted.

30,  Atmosproposed changing the tariffs for residential, commercial, state institution, and public
authority customers from block rates to flat rates. -

31.  Flat rates have been approved by -The Railroad Commission in the past and are reasonable.

32.  The rates for epvirons customers classified as residential customers will consist of a
customer charge of $9.45 and a comrmodity charge of $0.0967 per Ccf.

33. The rates for environs custorsers classified as commercial customers will consist of a
customer charge of $14.50 and a commodity charge of $0.0950 per Cef.

34.  The rates for environs customers classified as state institution gas service customers will
consist of a customer charge of $38.95 and a commodity charge of $0.08645 per Ccf.

35.  The rates for environs customers classified as public authority gas service customers will
congist of a customer charge of $41.00 and a commodity charge of $0.0910 per Ccf.

36. Atmos proposed changing the tariffs for small industrial gas service customers from a three-
tiered rate to a two-tiered rate.
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37.  Two-tiered rates have been approved by the Rzulmad Commission in the past and are
reasonable.

38. The rates for environs customers classified as small industrial gas setvice customers will
consist of a customer charge of $55.00 and a commodity charge of $0.0965 per Cef for the
first 1000 Cef and $0.0750 per Cef for all amounts over 1000 Ccf,

39,  Atmos seeksto reviseits current service éharges and filed a study in support of the new rates.

40.  Atmos seeks to revise ifs current service charges as follows:

Durin g After Hours
" Business Hours

Turn on new service with meter set $32.00 $48.00
Tumn on service (shut-in test required) $23.50 $35.25
Turn on service (meter read only required)  $15.00 $22.50

) Miscellaneous service calls $11.25 $16.88
Reconnect delinquent service or service $37.50 $56.25

(temporarily off at customer’s request) '

Dishonored check $25.00

41,  Atmos proposed 2 Weather Normalization Clause.

42,  The Weather Normalization Clause normalizes volumes and revenues for variable weather
and is reasonable, and is revenue neutral.

43.  Atmos proposed creating a set of tariffs unique to the environs customers of Lubbock.
(Lubbock Distribution System Tariffs). ‘

44,  Atmos proposed removing residential, commercial, small industrial, State institutions, and
public authority customers in the Lubbock environs from the West Texas Environs and file
new revised tariffs for those Lubbock environs customers.

45.  Rates for the Lubbock environs customers are to be govemed by the Lubbock Distribution

System Tariffs.

;9728553712 # 14/ 29
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46.

47.

48.

49.

Tt is reasonable for Atmos to file revised tariffs to encompass the environs customers of
Lubbock, removing those eustomers from the existing West Texas Service Area tariffs. The

revised tariffs are attached as Exhibit A.

The overall settlement amount, and those specific components required for TEX. UTIL. CODE
ANN. § 104.301, reflected in the schedules attached as Exhibit A, are approved.

The proposed tariffs, attached as Exhibit B, are reaso.nable.

Atmos does not seek recovery of any rate case expenses.
CONCLUSIONS OF LAW

Atmos is a “Gas Utility” as defined in TEX. UTLL. CODEANN, §§ 101.003(7) (Vernon 1998 and
Supp. 2004) and § 121.001 (Vernon 1998 and Supp. 2004) and is therefore subject to the
jurisdiction of the Railroad Commission of Texas (Commission).

The Commission has jurisdiction ever Atmos and Atmés’ Statement of Intent under TEX, UTIL.
CODE ANN. § 102.001 (Vernon 1998 & Supp. 2004), § 104.001 (Vernon 1998 and Supp.
2004), § 104.001 (Vernon 1998), and § 104.201 (Vernon 1998).

Under TeX. UTIL. CODE ANN. § 102.001 (Vernon 1998 & Supp. 2004), the Commission has
exclusive original jurisdiction over the rates and services of a gas utility that distributes natural
gas in areas outside of a municipality and over the rates and services of a gas utility that

ﬂ transmits, transports, delivers, or sells natural gas to a gas utility that distributes the gas to the

public.

Under the provisions of the Texas Utilities Code, Chapter 104 and 16 Tex. Admin. Code ..

§ 7.205, 7.210, 7.220, and 7.315 (2002), 2 utility is réquired to sesk Commission approval
before increasing its rates and filing revised tariff schedules for Environs customers

The Statement of Intent was processed in accordance with the requirements of the Gas Utility
Regulatory Act (GURA), and the Administrative Procedure Act, Tex. Gov’t Code Amn. §§
2001.001 - 2001.902 (Vernon 2000 & Supp. 2004) (“APA™).

Tn accordance with the stated purpose of the Texas Utilities Code, Subtitle A, expressed under
Tex. Util. Code Ann. § 101.002 (Vernon 1998), the Commission has assured that the rates,
operations, and services established in this docket are just and reasonable to customers and to

the utilities.

Tex. UtiL. CODE ANN. § 104.107 (Vernon 1998 and Supp. 2004) provides the Commission
authority to suspend the operation of the schedule of proposed rates for 150 days from the date
the schedule would otherwise go into effect.

The proposed rates constituted a major change as defined by TEX. UTIL. CODE ANN. § 104.101

;97285853712 # 157 29
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(Vernon 1998).

In accordance with TEX. UTIL. CODE ANN. § 104.103 (Vernon 1998), 16 Tex. ApMiN. CODE
ANN. § 7.230 (2002), and 16 TEX. ADMIN. CODE ANN. § 7.235 (2002); Atmos gave praper
notice of this Statement of Intent 1o its customers.

Atmos filed its Statement of Intent to change rates in accordance with the provisions of TEX.
UTIL. CODE ANN. §104.102 (Vernon 1998 and Supp. 2004-2005), 16 TEX. ADMIN. CODE
8§ 7205, 7.210, and 7.220 (2002).

Atmos met its burden of proof in accordance with the provisions of TeX. UTIL. CODE ANN.
§ 104.008 (Vernon 1998) that its rate changes are just and reasonable.

- The revenne, rates, rate design, and service chaiges proposed by Atmos are just and

reasoable, not umeasonably preferential, prejudicial, or discriminatory, and are sufficient,

equitable, and consistent in application to each class of cunsumer, as reqmred by TEX. UmL.

CODE ANN. § 104.003 (Vernon 1998).

The overall revenunes established by the findings of fact and attached schedules are
reasonable; fix an overall level of revermes for Atmos that will permit the company a
reasonable opportunity to earn a reascnable return ox its invested capital used and nseful in

“providing service to the public over and above its reasomable and necessary operating

expenses, as required by TEX. UTI.. CODE ANN. § 104.051 (Vernon 1998), and omer\mse
comply with Chapter 104 of the Texas Utlhnes Code

The rates established in this Order will not yield more than a fair return on the adjusted value
of the invested capital used and usefid in providing service to the public, under TEX UTIL.
CODE ANN. § 104.052 (Vernon 1998 & Supp. 2004).-

The rates established in this docket comport with the requirements of Tex. Util. Code Ann.
104.053 (Vernon 1998) and are based upon the adjusted value of invested captial used and
useful, where the adjusted value is a reasonable balance between the original cost, less
depreciation, and current cost, less adjustment for present age and condition.

The rates, operations, and services sstablished in this docket are just and reasonable to
customers and to the utilities, as expressed under ’I’EX UTiL. CODE ANN. §101.002 (Vernon

1998 and Supp. 2004-2005).

All expenses for lost and unaccounted for gas in excess of 5.0 percent shall be disallowed.
TEX. ADMIN. CODE § 7.5519 (West 2004).

In accordance with16 TEX. ADMIN. COpE § 7.315, within thirty days of the effective date of
any change to rates or services, Atmos is required to file with the Gas Services Division of
the Cormmission its revised tariffs. ,

S: 18AM; ATMOS ENERGY /7 RATES ;9728583712 # 18/ 29
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IT IS FURTHER ORDERED that the rates and rate design reflected in the findings of fact,
in the Tariffs attached and conclusions of law are APPROVED.

IT IS FURTHER ORDERED that, in accordance with 16 Tex. Admin. Code § 7.315, within
30 days of the date this Order is signed, Atmos shall file tariffs with the Gas Services Division. The
tariffs shall incorporate the rates, rate design, and service charges consistent with this Order, as stated

in the findings of fact and conclusions of law.

IT IS FURTHER ORDERED THAT Atmos’ rates as requested and to the extent
recornmended to be approved in the findings of fact and conclusions of law are HEREBY
APPROVED: to be effective for service provided and gas delivered on and after the date of this

order.

IT IS FURTHER ORDERED that the proposed findings of fact and conclusions of law not
specifically adopted berein are DENIED. IT IS ALSO ORDERED that cach exception to the
Examiners’ Proposal for Decision are overriled and all pending motions and requests for reliefnot
previously grauted herein are hereby DENIED.

ITISFURTHER ORDERED THAT Atmos SHALL include inits purchased gas adjustment
_-) ‘ only its reasonable and necessary gas purchase expenses; and, that the reasonableness and prudence
of Atmos’s gas purchases pursuant to its Purchase Gas Adjustment clause may be subject to an .

adjustment and potential refund in a subsequent proceeding.

IT IS FURTHER ORDERED that Atmos may begm charging the approved rates as of the
date of this Order. This order will not be final, however, until 20 days after a party is notified of the
Commissjon’s order. A party is presumed to have been notified of the Commission’s order three days
after the date on which the notice is actually mailed. If a timely motion for rehearing is filed by any
party at interest, this order shall not become final and effective until such motion is overruled, or if
such motion is granted, this order shall be subject to further action by the Commission. Pursuant to
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Tex. Gov't Code §2001.146(e), the time allotted for Commission action on a motion for rehearing in
this case prior to its being overruled by operation of law, is hereby extended until 90 days from the date

the order is served on the parties

SIGNED this ____ day of June, 2005.
'RAILROAD COMMISSION OF TEXAS

VICTOR CARRILLO
CHAIRMAN

MICHAEL L. WILLIAMS
COMMISSIONER

/ ELIZABETH A. JONES
' COMMISSIONER

ATTEST

SECRETARY
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SCHEDULE 1

i ATMOS ENERGY CORPORATION -
TEXAS DIVISION-WEST TEXAS - LUBBOCK
COST O% SERVICE '
TWELVE MONTHS ENDED Maxch 31, 2003

Line . : ' TOTAL LUBBOCK
Ng. Description Reference AS SETTLED
@ B )
1 Cost of Gas : © 0 Soheduled - %0
) . ‘
3 Dperation & Maintenance Expense Scheduled . 7,258 557
2 . :
5 Depreciation & Amortization Expanse Schedule 6 . - 2/450,256
6 K .
7 Taxes Other Than Income Taxes - Schedule 5 : . 1,773,568
8 : " -
8 Retum : Schedule 7 3,961,847
0 . j ‘
11 Income Tax ' Schedule 8 - 1,312,620
12 . o ~ o
13 Interest on Customer Deposits WP11 * 55,605
14 : ‘
15 Total Costof Senvice " f $16,812,453
16 : ' ‘
) 17 o :
18 Revenue at Present Ratas Schedule2 . . 15,363,657
19 ;
20 NetRevenue Deficiency $1,448,786
21 :

22 Total Revenue Incréase Required to Recover Deficiency and- .
23 Applicable Revenue Taxes: Line 20/ (100% - 4.997%) ‘ ; $1,525,000
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TEXAS PIVISION-WEST TEXAS - LUBBOCK

Rate Base & Return -
As of March 31,2003

719728553712

SCHUDULE?

Net Original Cost

21/ 29

dozz

[1] As of March 81, 2003

Ll‘\iirf | Deseription . Weighting Amount
(@) (b) ©)

1 Net Original Cost of Plant per Books WP 7-1 100%  $48,074,554
: Nt Replacement Co§t New 0% 0
g Projected Rlant Addifions WP 7-2 | | 100% 0

'E; Frankford Road Move Projest Cost - WP7-9 f | 100% -
g Storage Gas [1] W73 100% . $121,609.
: :(1) Accurmiulated Deferred Federal Income Tax WP 74 - 100% (8,865,975)
: ;g Customer Advances for Construction [2] WP 76 100% (138,162)
1:—: Gusiomer Deposits [2] WP 7-5 100% {926,754)
;H?S' Investment Tax Credits WP7-6 100% (91,012)

33 Working Ca;;ftalz | , |

20 Prepayments 2] WP 7-7 100% 52,703
21 Materials & Supplies [1] WP 7-8 100% 71,916
_ gi Total Rate Base 43,298,878
Retum on Net Original Cost @ 9.15% : 3,961,847
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Schedule 6

ATMOS ENERGY CORPORATION
TEXAS DIVISION-WEST TEXAS - LUBBOCK:
Depreciation and Amortization Expenise \
Twelve Months Ended March 31, 2003

" Line ‘ TOTAL
. No. Description ' - LUBBOCK
| @ | )

1 Total West Texas 05 Per Books Expense , ' I $1,898,134
2 Total West Texas 21 Per Books Expense K ; 42,900
3 Total Per Books Depregiation & Amorfization Expense i $1,936,034
4 N
5 Adjustmenis : :
6 Division 05 Adjusiment ' 246,000
7 Division 21 Adjustment : (4,859)
8 Atrnos Shared Services Adjustment , ' : 260,858
9 Texas General Office Adjustment . ; 12,213

10 Total Adjustment to Depreciation & Amortization o S $514,222

11 .

)y 12 Total Lubbock Depreciation & Amartizaion, As Adjusted 5 . $2 450,956

227 29

doz3
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. TEXAS DIVISTON-WEST TEXAS - LUBBOCK
Wast Texas - Lubback Deprealation Adjustment » Divizion 05

Twelve Monthe Ended Mareh 31,2009
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RRC GC HEARINGS SECT.

P

Fully & - Fuly &
Ling Balance  NonUepre¢ Daprecieble  Dept ‘Nein-Deprec  Depreciable  Proloma
No. Descriotlan Asof 033103 Plant Flant Rala - lubbock  "Plant Plant __Depreciation Clearing  Expansed
{8} - @ (@) @ - : '
DIVISION 05 . . '
1 80200 Franchises & Consants $4283 - §4.283 $0 2009 118 118 0 0 0
2 37401 Land . BR205  ©8,208 30 100%  s6448 66,448 .0 ] 0
3 97402 Land Rights 88,240 88,240 . o 030% 49501, 48,501 g o] 0
4 37500 Btructures § Improvements 107,940 107940 406% 107840 107,940 4,382 4,382
5 37501 Structuras Frame 6,698 6596 4.06% S42- 542 22 22
& 37502 Struclures Brick 5,495 5496  4.08% 2,756 2,758 112 112
7 37503 lprovermgnls 43,516 48510 4.06% 20,162 20,162 819 813
B 37600 Mains-Cathedi Protection 79,983,111 29,383,111 226% 6331,184 533,184 143,084 143,084
9 37601 Malng-Steal 48,987,309 48907308 225% 15343232 15943232 380317 W/OAT
10 97602 Mains-Plastic 98,450,805 33,450,805 226% 6,466,705 . BAEBTUS 148,148 146,148
11 37700 Compressor Sta. EqQuip. 217,830 217830 4.06%- 0. a 0 "o
12 37800 Meas. & Reg. Sta. Equip 2771823 2771623 4.08% 1,295,149° 1,295,143 52,583 52,509
13 37500 Meas. & Reg.Cily Gate 30,280 aD,280 o 20,468, 20,486 0 1] 0
*14 38000 Services 33,084,635 33084855 4,06% B,242.240. 8,242240 334,835 234,835
15 38100 Meters 22,246,132 2246132 3.00% 7023458 7023458 210,704 210,704
16 38200 Meier lnstallations 14,747,456 14,747,456  A0G% 4,181,813 4131813 170,188 170,148
17 38300 Houss Regulators 4589508 45089508 '4.08% 1450585 1,450,599 58,894 58,894
18 38400 House Rep. installations 753,788 753786 406% 187,192 187,192 7,600 7.800
15 38500 [nd. Maas, & Reg. Equipment 1,216%22 1216022 4DB% 598,994 598,994 24319 24319
20 33600 Other Prop. On Custore Premse’ 16,332 18332 4.06% 2877 2877 117 117
21 38700 Other Equipmen! 571314 57014 408% 273,104 273104 11,088 11,008
22 38900 Land . 1,487 1,487 1.00% 1,225, 1,225 12 12
3 35001 Struciures - Frams 3,851 3951 300% 0. 0 [} o
1 39002 Struetutas - Brick 72,831 72837 200% o o 0 6
25 38004 Improvernanls 95,180 85,180  7.00% 0 .0 0 a
26 39004 Air Canditioning Equipment 38154 3184 7.00% 11,348 11349 . 79 794
27 39008 improv, To Leasad Premisey 2,009,076 2,009,076 7.00% 542428 542,429 37370 37,970
28 39100 Office Fum & Equipment 1.695237 1615237 028% 440348 448,949 1,857 " 1,257
29 99108 Qffice Fum - Copiers & Typewriiers 48,665 48,565 10.00% 0 0 D o 0
30 59200 Trangponafion Equiprent 2568504 2568564 2000% 608,263 408263 121,653 121,653
31 39300 Stores Equipmert . 147,858 147,058  6.04% 74315 74315 . 4,485 4,489
a2 30400 Taals, Shap, & Garage Equipment 8,256,057 3056057 GO04% 1,471538 1,171,528 70781 70,761 0
33 39500 Laboratory Equipment 402 a2 6.04% 0 ] 0 0 o
34 39800 Power Operated Equipment 150,688 150,680 10.,00% BE.B5S 08,859 8,685 8,886 ]
35 39609 Diichars 114,402 CHA402 1000% 111,401 111.401 1,140 11,140 o
36 39604 Backhoes 694946 694,846 10.00% 86,478 86,475 8,647 p,Gav7
37 38605 Welders 135,681 135,681 10.00% 32,608 32,608 3,261 3,261
38 39700 Comm, Equio~Telephone 392.863 392883 2.56% 164626 164,626 4,214 © 4214
39 39707 Comm Equip.-Mobie Radlos 627,493 627499 688% 106515 105,815 7328 7.328
40 39702 Cormm, Equig-Fixed Redios 163,097 183097 055% 17433 17,489 5 a6
41 25705 Gomm. Equip.-Telemelaring 81,172 81472 981% 83,078 83,078 8,062 5,052
+ 42 39800 Miscellanecus Equipment 448728 448,726 10.00% 12,922 12822 1,202 © 1,292
43 3880b Other Tany Prap - Mise 0 2 14.29% & 0 ) 0.
44 39904 Dther Tang Prop - Saves-HW 86,213 86,219 14.29% 86,213 86,213 12320 12,320
45 39902 Othar Tang Piop = Servers-SW 140,887 140,087 1425% 140,987 140887 20,147 20,147
45 39905 Other Tang Prap ~ MF Hardware 15,367 15,687 20.00% ] [} o 0
47 38308 Other Tang Rrap - PG Hardware 2,050,946 2,050,948 20.00% 1,684,369 1684369 336874 336,874
48 39507 Qther Tang Prop - PC Sofware 8,061 3,081 15.45% 172 172 27 27
4% 39908 Other Tang Prop - Appilcation Seftware 381,511 381,511 1250% 331511 361,511 41,689 47.539
50 i
51 . L
52 Profanma Depreciation Expense $207,759,265 $207548,275 - 58,107,698 $57,971,165  $2,229,730 $90,587 $2,199,143
53
54 Per Books Dapreciation & Amorization Expenge 1,863,184
55
56 Divigion 05 Adjustrant to Depraciafion & Amortization Exgense $ 246,009

!
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ATMOS ENERGY CORPORATION
TEXAS DIVISION-WEST TEXAS - L,UBBOCK
West Texas - Lubback Depreciation Adjustment = Divislan s
Twelve Months Ended March 31, 2003
Fully &
" Line Balance Depr. Non-Deprec Depreciable Praforma :
No. Descriplian As of baR1/03 __ Rale Lubbock ___ Plant Plagt  Depreciation Glearing Expansed
@ (o) ) .

1 87401 Land : - g5ed2  100% 4367 - 487 0 o 0

2 37402 Land Fights _ {5082 030% 2504 2,504 8 8

g 47501 Shuciures & improvements - Town Barder St {,95¢  4.06% 0 0 0 0

4 37503 knprovements 4,247 406% 1,396 1,396 57 57

5 37600 Malns-Cathiodlc Proteciion - $375,568 206% 19484 19,494 441 441

& 37601 Mains-Stesl! §1,353,928 Bos% 233427 233,427 5278 5275

7 37602 Malns-Piastic : $5,004529  226% 689,768 5eg,768 158569 15,589

g 37800 Meas. & Reg. Sta. Equip §622003  A08% 167,852 167,852 6,815 6,815

g 37900 Meas. & FegCly Gate 578,178 3.00% - ] 0 0 0
10 38000 Services $2,069,200 406% 137,684 187,684 5,590 5,550
11 38100 Meters $0 0 0 0 0
42 38200 Metar Installations ' $&90,658 406% 105,118 108,119 4,268 4,268
13 38300 Housa Aegulators $545,741 406% @ ) o 0
14 35400 House Reg. Ingtalations : §94,557  A408% 0 0 0 0
18 :
16 . , ~
17 . Proforma Daprediation Expense $8,952,055 s1,62,111 54867 §1,357,244  $38,042 $0  $38,042
18 .
19 Par Books Depreciatlon & Arnorization Expense 42500 °
20

) 21

Division 21 Adjustment to Deprediation & Aroitizailon Expense

{54,859

2g

Goz5
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- We 63
ATMOS ENERGY CORPORATION -
TEXAS DIVISION-WEST TEXAS «- LUBBOCK
West Texas ~ Lubback Depreciation Adjustment - Shared Services
Twelva Months Ended March 31, 2003

Balance Depr. Proforma

Line .
No. . - Descrigtion As0f03/31/02  Rate  Depreclafion Clearing  Expensed
" (a) - (b) 0 (@ . o
1 33500 Land 0 000%° 80 )
2 39002 Struciures - Brick ¢ 0.00% . $0 )
3 38003 Improvemenis 0 0.00% $0 )
4 89004 Air conditional Equipment ¢ 000% %0 0
£ 30009 Improv. To Leased Pramisss 8,897,502  12.26%  $1,090,834 1,090,834
6 39100 Office Furn & Equip 9,632,374 3.29% $313,5815 - 313,615
739102 Remittance Processing Equipment, 58,365 0.00% §0 0
8 39103 Office furn. - Copiars & Typewriters : 1,160,987  1.17% $13,584 . 13,584
9 39200 Transportation Equip 18,885  0.00% 30 )
10 39300 Stores Equipment 6,063 0.00% - 30 0
11 35400 Tools & Work Equipment © 33,042 0.00% $0 )
12 39700 Cornm, Equipement Telephones , 10675549  11.64%  $1,242634 1,242,634
18 29800 Miscellaneous Equipment ‘ T g62671  20.86% $138,233 138,233
14 38800 Othar Tangible Prop 233,010 23.98% $53,946 53,945
15 39901 Other Tangible Property - Servers - HW 8,280,990 28.15%  $2,331,089 -2,331,099
15 89902 Other Tangible Properly - Servers - S/W - 6,323,719  29.86% 1,893,954 1,893,854
) 17 39903 Other Tangible Property - Network - HW 211,839  29.08% 61,624 61,624
18 38904 Other Tangible Propetly - CPU . 1,095,465 0,00% . 0 0
.19 39805 Other Tangible Properly - MF H/W 1,189,884 0.00% 0 " Q
20 39906 Other Tangible Proparty « FC H/W 10,679,304 47.16% 2,117,282 2,117,282
21 39507 Other Tangible Pr'aperty - PC Software . 2,899,252 26852% 715,842 715,842
22 39308 Other Tangible Propeny - Application SwWo B6,394,358 17.02% 13,074,984 13,074,984
23 39909 Other Tangible Propetty » System S/W " 2,588,228 6.21% 160,729 160,729
24 99924 Other Tangible Property « Gen Startup Cost 23,172,326  10.81% 2,504,028 2,504,928
25
26 . . i
57 Total $173,878,893 405,713,287 $0 925,713,287
- 28
29 Total Shared Services Per Bogks Depraciafion Expense - 16,979,055
a0 ‘
31 Total Shared Services Adjustment ‘ ’ $8,734,232
32
33 Shared Sewvices Allocation Factor fo West Texas . 10.91%
34 :
35 Adjustment to Shared Services $953,235
36 .
37 West Texas - Lubbock Allocation Factor 27.37%
38

39 - Total West Texas - Lubbeck : $260!858
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Foz7

WP 6-4

33 Total West Texas - Lubbdck

Line Balance Depr. Proforma
Nao. Description Asof 03/31/03  Rate Depreciaion Clearing  Expensed
@) {B) (&) (i
1 ##4% Improv. To Leased Premises $348,973 -10,00%  .$34,897 34,897
2 #H Office Fum. & Equipment $447,059 2.46% . 10,998 10,998
3 s Office Fumn, - Coplers & Typewrlters ~$0 10.00% 0 0
4 ###¢ Transportation Equipment $98,162 20.00% 19,692 19,632
5 ##44 Stores Equipment” %0 0.00% 0 )
8 #&# Tools, Shop, & Garage Equipment $138,824 7.72% 10,717 10,717
7 ## Comm. Equip. - Telephane $386,524 847% . 31,045 . 31,045
8 ## Comm. Equip. - Mobile Radios $5,959 4.50% 268 268
9 #### Comm. Equip. - Telematering $1,968 “11.81% 232 232
10 i Miscellansous Equipment $676,6893 7.46% 50,407 50,407
11 ##4# Other Tangible Properly - Servers - /W $292,736 14.29% 41,832 41,832
12 $HH& Other Tangible Properly - Servers - SIW $15,714 14.20% 2,245 2,046
13 #4#¢ Other Tangible Property - Network - H/W $605,540 14.20% 86,532 86,532
14 4 Other Tangible Property - MF H/W $144,023 2000% 28,805 28,805
15 ###¢ Other Tangible Properly - PCHW $674,086 19.89% 184,076 134,076
16 #### Other Tangible Propetly - PC Softwars $19,600 19.41% 3,804 3,804
17 ### Other Tangible Properly - Applleation S/W $406,281 1260% - 50,785 50,785
.18 ##H Other Tanglble Property - Gen Startup Cost $0 8.33% 0 0
19
20 :
21 Total §4524T 143 506,276 19,632 486,844
22 -
23 Total Per Books Texas General Office Depreciafion Expense -$419,664
24
25 Total Texas Division BU Adjusiment 66,980.
.26
27 Texags Division BU Allocation Factor ta West Texas 66.83%
28 . ;
28 Adjustment fo Texas Division BU $44,628
30
31 West Texas - Lubbock Aliocation Factor 27.37%
32 '

$12,213
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West Texas - Libbock Depraciation Adjuatment »Divislon 22 Metersiwp
Twslya Months Ended March 81, 2004
" 27086
Fuly &
Line Balnce  NomDaprec Depreclabta Depr.  Proforma Accumulated
No. Dagcription A5 of03/3103  Plant Plan Rate Depretiation Claaring Bwpensed  Heserve
{z) b ] .l fe) 0 ] 0] {i
N2z
1 37900 Meas. & Rep.Clly Gale $71.223 7223 300% 2,137
2 38100 Metars 27,086,998 27096998 800% 812916
3 98100 Maters fromi Divislon 05 1,200,703 1,200,703 3.00% 36,021
4 38300 House Regilators 1,222,407 1,222,407  3.00% 36,672
5 48500 Ind, Meas. & Reg. Equipment 19,432 , 49432 300% 1,483
& 36900 Land 0 0 0b0% 0
7 39000 Structures - Brick 0 0 oDo% 0
8 39002 Irmprovemenis ] ‘@ 000% ]
9 39004 Air Conditioning Equipment o 0 000% 0
10 35009 Imprav, To Leased Pramlsos 418,288 413,288 1000% 41,829
41 39100 Offlce Fum & Equipment 28,921 28,921 857% 1,929
12 39103 Office Furn »Copiers & Typewrllers 0 0 2000% o
. 43 38200 Transporation Equipmen g 0 2000% 0
14 35400 Toals, Shop, & Garape Equpmant 52,969 52,969 10.00% 5,287
15 39701 Con, Eqiip-Mabls Radits 0 0 DOO% 0
15 49702 Comm. Equip-Fixed Radios 1] g 0.00% 4}
17 29705 Comin, Equp.-Talemetering 0 0 000% 0
18 390t Miscellanecys Equipment .0 o 0.00% 0
16 139300 Othes Tang Prop - Misc 0 0 000% 0
20 39905 Other Tang Prap - MF Hardware 0 0 000% g
21 39406 Other Tang Prap - PC Hardwara [ B 20.00% ]
22 39907 Other Tang Prop - PG Software 0 0 2000% 0
3 Proforma Depraclation Expense $30,135,541 30,135,941 $937,778 858,476 - ($8,797.366)  [395,015)
26 ’ 24,456
27 Par Books Depreciation & Amgriization Expenss (48,821,822
28
29 Divizion 22 Adustrment to Depraciation & Amonization Expense
a0
! Mlacation Factor to Wes! Texas . T3.82%  T3BI% 73.82% 7382% _ 7382%
a2 — e LRSR,
8 Adjustment o Meters 22,245,132 597,261 833,721 (6512205}  (291597)
34
35 - 15,783,927 278 7%
33 .
34 TOTAL LUBBOCK (1.782,103) {78,797}
85 .
4,730,102 (211,800)
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LOUISIANA PUBLIC SERVICE COMMISSION
ORDER NO. U-28814 CONSOLIDATED (CORRECTED)

LOUISIANA PUBLIC SERVICE COMMISSION DOCKET NO. U-21484

versus Subdocket C

LOUISIANA GAS SERVICE COMPANY

Inre: Eamnings review of Louisiana Gas Service Company for the year ending December 31, 2003,
consolidated with

ATMOS ENERGY CORPORATION DOCKET NO. U-28814

ex parte

Inre: Petition of Atmos Energy Corporation requesting approval of a Conservation and Consumer
Cost Stabilization Rider for its regulatory divisions, Trans Louisiana Gas Company (Division 007)
and Louisiana Gas Service Company, consolidated with

ATMOS ENERGY CORPORATION DOCKET NO. U-28587

ex parte

Inre: Petition of Atmos Energy Corporation requesting the renewal of the Rate Stabilization Clause
for its regulatory division, Louisiana Gas Service Company (Division 077) consolidated with,

ATMOS ENERGY CORPORATION DOCKET NO. U-28588

ex parte

Inre: Petition of Atmos Energy Corporation requesting the renewal of the Rate Stabilization clause
for its regulatory division, Trans Louisiana Gas company (Division 007)

(Decided at the May 25, 2006 Business and Executive Session.)

L Qverview
Rate Stabilization Clause and Annual Earnings Review

The Commission has utilized, under appropriate circumstances, rate stabilization clauses
(“RSC™), rate stabilization plans (“RSP”), and Formula Rate Plans (“FRP”) to regulate rates charged
by electric and gas utilities. These plans generally provide for the annual review of a company’s
earnings and allow rates to be either increased or reduced, or refunds issued, depending on how
earnings compare to an authorized return on equity {(“ROE”). Order No. U-21484-A established an
RSC for Louisiana Gas Service Company (“LGS™). Under the RSC, if LGS earned below 10.88%
in any fiscal year, LGS was allowed to adjust rates upward, prospectively, to produce an earning
level of 10.88%. If the earned ROE was from 10.88% to 11.50%, 100% of the excess earnings
above 10.88% was retained by LGS. If the ROE was 11.50% to 12.00 %, 60% was refunded to
ratepayers and 40% was retained by LGS. If the earned ROE was above 12.00%, 100% was
refunded to ratepayers. That RSC expired on December 31, 2003. Order No. U-21922/U-23508
established an RSC for Trans Louisiana Gas Company (“Trans La”). Under that RSC, if Trans La

earned below 10.50% in any fiscal year, Trans La was allowed to adjust rates upward, prospectively,
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to produce an earning level of 10.50%. If the earned ROE was from 10.50% to 11.50%, 100% of
the excess earnings above 10.50% was retained by Trans La. If the earned ROE was 11.50% to
12.50%, 60% was refunded to ratepayers and 40% was retained by Trans la. If the earned ROE was
above 12.50%, 100% was refunded to ratepayers. That RSC expired on September 30, 2002,

Both companies filed petitions for renewal of their RSCs in dockets that were ultimately
consolidated in this proceeding. LGS also requested resolution of its 2003 RSC filing. LGS and
Trans La are divisions of Atmos Energy Corporation ("Atmos").

Conservation and Consumer Cost Stabilization Rider

In this proceeding, Atmos requested implementation of a Conservation and Consumer Cost
Stabilization Rider on behalf of LGS and Trans La. The stated purpose of the Conservation Rider
was to insulate the utilities' earnings from fluctuations due to abnormal weather and, thereby,
stabilize customer bills.

Procedural History

On February 11, 2005, Atmos, on behalf of LGS and Trans La, filed petitions for renewal of
the RSCs. On May 27, 2005, Atmos filed a petition on behalf of LGS and Trans La, requesting
approval of a Conservation and Consumer Cost Stabilization Rider. On July 15,2005, LGS’s 2003
annual review under its RSC was published in the Bulletin in order to resolve outstanding issues.
Subsequently, the two RSC dockets were consolidated with the Conservation Rider docket. On
September 27, 2005, the 2003 annual earnings review docket was consolidated with the previously
consolidated dockets resulting in a complete consolidation of the four underlying dockets.

Staff and Atmos participated in status conferences and negotiations from September until
March. The parties were able to resolve all outstanding issues by early April and entered an
Uncontested Stipulated Settlement ("Stipulated Settlement”). The only interveners, CenterPoint
Entex and CenterPoint Arkla, sent a letter on May 2, 2006, to confirm that they had no objection to
the Stipulated Settlement. A stipulation hearing was held on May 18, 2006, with Administrative
Law Judge Michelle Finnegan presiding,

0. Jurisdiction
The Louisiana Constitution, Article I'V, Section 21(B), provides:
The commission shall regulate all common carriers and public utilities and have such

other regulatory authority as provided by law. It shall adopt and enforce reasonable
rules, regulations, and procedures necessary for the discharge of its duties, and shall
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have other powers and perform other duties as provided by law.

Louisiana Revised Statute 45:1163(A)(1) provides:
{AX(1): The commission shall exercise all necessary power and authority over any
street, railway, gas, electric light, heat, power, waterworks, or other local public

utility for the purpose of fixing and regulating the rates charged or to be charged by
and service furnished by such public utility.

III.  Staff Analysis

2003 Earnings Review

When the Atmos/LGS merger was approved in 2001, in Order No. U-25003, the Commission
approved a mechanism that would permit LGS to share in certain cost savings produced by the
merger. To determine whether any savings were realized, the Commission established a pre-merger
benchmark for O&M expense that LGS had to "beat" in order to be eligible for sharing. Because
LGS and the Commission Staff disagreed on the appropriate benchmark to be utilized in determining
whether or not LGS can share in certain efficiencies produced by its merger with Atmos, the 2003
L.GS earnings review was not completely resolved. In this comprehensive settlement, in
conjunction with the modification of the O&M benchmark, LGS will make a refund to customers of
$400,000. This refund will be made through a credit for jurisdictional sales at a uniform rate per
Ccf. Interest at the legal rate will be added from the date of this order through the date the refund is
credited to customer bills.
Rate Stabilization Clauses

This settlement establishes an RSC with a return on equity of 10.40% for both TransLa and
LGS. For Trans La, a dead band equal to 40 basis points above and below the allowed ROE is
established. To the extent the earned ROE falls within this dead band, no rate adjustment shall be
made. To the extent that Trans La’s earned ROE is more than 40 basis points above or below the
allowed ROE, rates will be adjusted. If the earned ROE is more than 40 basis points below the
allowed ROE, rates will be adjusted upward by the amount necessary to increase earnings to the
lower endpoint of the dead band. If the earned ROE is more than 40 basis points above the allowed
ROE, rates will be reduced by the amount necessary to reduce the earmed ROE to the upper endpoint
of the dead band.

In light of the existence of the O&M benchmark sharing mechanism and the extraordinary
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loss of load suffered by LGS as a result of Hurricanes Katrina and Rita, the rates for LGS will be
adjusted by the amount necessary to increase or decrease the earned ROE to equal the allowed
10.40% ROE. The earned ROE will be calculated using the benchmark adjusted O&M. Also, as
part of its 2006 RSC filing, LGS will work with Staff to develop a mechanism to adjust for any
significant error in estimated sales. Such a mechanism is necessary due to the effect on LGS’s
customer base caused by Hurricanes Katrina and Rita and the resulting uncertainty in future sales
levels. The Commission will determine whether such a mechanism will be required for the 2007 and
2008 RSC filings for LGS.

Rate increases resulting from operation of the RSCs will be achieved through adjustments to
the monthly customer charge subject to the limitation that the increase in any year will not be more
than $0.50 per month for residential customers, with proportional increases in the customer charge
for other customer classes. Any remaining increase will be recovered through a uniform increase in
the commodity rates of all jurisdictional customers. Rate reductions resulting from operation of the
RSC will be implemented through adjustments to the commodity charges.

Pursuant to this settlement, the RSCs will be in effect for a period of three years. During
this three-year period, the capital structure shall be frozen at a hypothetical 48 % equity/52 % debt
level. Based on current industry information a 48% equity ratio, which approximates the industry
average, will be utilized. Over time, the industry is expected to move toward 50%, and Atmos is
projected to get to 48%. After the initial three year period, the RSC, including the capital structure
and ROE, will continue to operate under the existing agreed upon structure until either party to this
proceeding files a petition supported by testimony and other relevant evidence seeking a change of
the RSC mechanism, ROE and/or the capital structure. An application to change the RSC, ROE,
and/or capital structure is subject to a hearing and intervention by other parties.

Annual Barnings Calculations

Under the RSCs, Commission Staff will conduct an annual review of Trans La's and LGS’s
earnings. Earnings will be evaluated based on a tést year ended September 30 for Trans La and
December 31 for LGS. The rate base will include, but not be limited to, end of period plant in
service, accumnulated depreciation and accumulated deferred income taxes (“ADIT™). ADIT will be
limited to rate base/cost of service items, inclusive of ADIT associated with gains and losses on

reacquired debt. (See Exhibit B for a listing of ADIT items to be included.) To be consistent,
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revenues will also be adjusted to reflect year-end customer levels. The year end balance of the
reserves for injuries and damages, self insurance reserve, uncollectibles reserve and similar items for
which the companies utilize reserve accounting will be recognized as rate base additions or
deductions, as appropriate.

The 13-month average of average balances of materials and supplies, prepayments, customer
deposits and customer advances will be used. The balance of underground storage will be based on
the average of the 12 monthly average balances. (This is derived by using a 13- month average that
only gives one-half weight to the two end months - December for LGS and September for Trans La.)

Only that portion of CWIP not eligible for AFUDC is to be included in rate base. Itisnoted
that Atmos is in the process of upgrading its customer service and information system (or “banner
system”), the costs of which are included in CWIP in 2005. The costs of this system shall be subject
to a prudence review outside of the RSC review process before those costs are included in rates.

A cash working capital allowance equal to 1/16th of non-gas O&M expense will be included
in rate base. O&M expense must be adjusted to exclude any non-cash expenses, including
uncollectibles.

A new O&M benchmark (LGS Only) of $39,886,000 will be established as of December 31,
2003. This benchmark will be adjusted each year for changes in the CPI-U Index, ACA Wage Index
and changes in customers according to the mechanism established in Docket No. U-~25003.

Adjustments to test year expenses will be permitted for those items as set forth in Exhibit C.
Annualized salaries and wages shall consider both wage rate changes and force level changes during
that test year. To the extent necessary, adjustments shall be made to exclude incentive compensation
expense and to reflect post retirement benefits expense other than pension on a pay-as-you-go or
cash basis, consistent with Commission policy. Adjustments to normalize anomalies and out of
period items will be made in order to reflect ongoing cost levels for the period in which rates will be
in effect. All such adjustments will be subject to review at the time of each RSC filing.

In determining the allowed ROE, changes in Atmos’ actual cost of debt shall be recognized.

The cost of debt will be calculated to include short-term debt amounts (13-month average) and
interest.

Procedure for Filing
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Trans La and LGS will file annual reports showing earnings for the years ended September
30 and December 31, respectively. These reports will be filed by the subsequent December 31 and
March 31, respectively. Any appropriate rate change will take effect with the first billing cycle of
April and July respectively of the year following the close of the reporting year.

As part of its filing, Trans La and LGS will submit a trial balance. In addition, all work
papers and supporting documentation will be provided in electronic spreadsheet format. Staff will
have until March 15 and June 15, respectively, or 75 days after the submittal of the filing, which
ever is later, to conduct its review of the RSC filing. To the extent any modifications are found to be
appropriate, resolution will be accomplished through the procedures set forth in Exhibit A .

The first annual report for LGS will be filed for the year ended December 31, 2005 and for
Trans La, September 30, 2006. For LGS’s December 31, 2005 annual report, the appropriate filing
will be made no later than November 7, 2006. The rate adjustment, if any, will be effective August
12, 2006. The procedures for the review of this filing are set forth in Exhibit A, footnote 1.
Conservation and Consumer Cost Stabilization Rider

In lieu of the proposed Conservation Rider, a Weather Normalization Adjustment (“WNA")
will be implemented. Under the WNA, rates are reduced if there are cooler than normal conditions
and increased if there are warmer than normal conditions. The calculation of weather-normalized
sales will be based on the weather sensitive component of sales and not total sales per customer.
Additionally, data pertaining to average customer usage for the preceding eight (8) years will be
used in the calculation.

The details of the WNA are set forth in Exhibit D. The weather adjustment for a given
service month is included in the bill for that service month. The adjustment is keyed to each
individual customer’s usage so that conservation efforts are recognized. Also, a dead band will be
established so that no bill adjustment will be made for minor variation in heating degrees. The dead
band will be initially set at plus or minus 1 percent. This WNA will be applied to bills calculated
beginning with the first cycle of the month of December and will continue until the last cycle of
March and will be subject to review after a three year trial period. This WNA will be implemented
for three years and then continued, altered or discontinued, as the Commission deems appropriate.

IV. Commission Action
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On motion of Commissioner Sittig, seconded by Commissioner Blossman, and unanimously
adopted, the Commission voted to accept the Staff recommendation and approve the Stipulated

Agreement.

IT IS THEREFORE ORDERED THAT:
1) LGS make a one-time $400,000 refund to its ratepayers, as set out in the Stipulated
Settlement and this Order. The timing and design of that refund to be determined by the

Commission.

2) Atmos implement an RSC for its regulatory divisions, Trans La and LGS, as set out in the
Stipulated Settlement and this Order.

3) Atmos implement a Weather Normalization Adjustment as set out in the Stipulated
Settlement and this Order.

4) As part of its 2006 RSC filing for LGS, Atmos will work with Staff to develop a
mechanism to adjust for any significant error in estimated sales.

5) Exhibits A - D, attached hereto, are adopted and made a part of the Order as if set forth in
toto herein.

6) The parties are directed to take all other action required by this Order.
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EXHIBIT A

RATE STABILIZATION CLAUSE
DISPUTE RESOLUTION PROCEDURE

Trans La/L.GS will file annual Evaluation Reports showing its earnings for the years ended
September 30/December 31 by the following December 31/March 31. A copy of the
Evaluation Report will be provided to the Commission Staff (“Staff”) at the time it is filed
with the Commission. At the time each such Evaluation Report is filed, Atmos shall provide
Staff with work papers supporting the data and calculations reflected in the Evaluation
Report. Staff may request clarification and additional supporting data.

Staff shall then have until the subsequent March 15/June 15 or 75 days after filing,
whichever is longer, to review the Evaluation Report to ensure that it complies with the
requirements of the RSC.! If the Staff should detect any error(s) in the application of the
principles and procedures of the RSC, such error(s) shall be communicated in writing to the
Company by March 15/June 15 or 75 days after filing, whichever is longer. Each such
indicated error shall include documentation of the proposed correction, to the extent
possible. However, the inability to fully document a potential correction shall not serve asa
basis for not considering that correction. The Company shall then have ten (10) days to
review any proposed corrections, to work with the Staffto resolve any differences and to file
a revised Evaluation Report containing reflecting all corrections upon which the Parties
agree. The Company shall provide the Staff with appropriate work papers supporting any
revisions made to the initial filing.

Except where there is an unresolved dispute, which shall be addressed in accordance with
the provisions described below, the appropriate adjustment to rates shall become effective
for bills rendered on and after the first billing cycle for the month of April/July of the filing
year.

In the event there is a dispute regarding any Evaluation Report, Atmos and the Staff will
work together in good faith to resolve such dispute. If'the dispute is not resolved by the end
of the ten (10) days period noted above, revised rates reflecting all revisions to the initially
filed Evaluation Report on which the Staff and Atmos agree shall become effective no earlier
than April 1/July 1 as described above. Any disputed issues shall be submitted to the
Commission for resolution.

Ifthe Commission’s final ruling on any disputed issues requires changes in the rates initially
implemented, the Company shall file a revised Evaluation Report reflecting the required
changes within fifteen (15) days after receiving the Commission's order resolving the
dispute. The Company shall provide a copy of the filing to the Staff together with
appropriate supporting documentation. Such modified Rate Adjustments shall then be
implemented with the next applicable monthly billing cycle.

Within 60 days after receipt of the Commission’s final ruling on disputed issues, the
Company shall determine the amount to be refunded or surcharged to customers, if any,
together with interest at the legal rate of interest. Such refund/surcharge amount shall be
applied on a percentage basis and shall be based on the customer’s applicable base revenue
during the period the interim rates were billed. Such refund/surcharge amount shall be
applied to customers' bills in the manner prescribed by the Commission.

1

For the 2006 Evaluation Report filed by LGS, the Staff shall have 120 days from the date

of filing to ensure that it complies with the requirements of the RSC. All remaining deadlines
for the 2006 LGS RSC shall be continued for an equivalent amount of time, except that the
change in rates, if any, shall be effective August 12, 2006.
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EXHIBIT B -

ADIT Recognized In Rate Base

The following list of ADIT balances is to be included in the calculation of ADIT for inclusion in
rate base:

Environmental Activities

Directors Deferred Comp

Self Insurance - Adjustment
Vacation Accrual

Worker's Comp Insurance Reserve
Customer Advances
RAR 91/93 Bond Cost Amortized
RAR 86/90 Lease Expense Amortized.
Rabbi Trust - True Up

SEBP Adjustment - Amended Item
SEBP Adjustment

Rabbi Trust

Capitalized Selling Expense

UNICAP Section 263A Costs
Allowance for Doubtful Accounts
Clearing Account - Adjustment

RAR CFWE 1990-1985
Prepaid Dues
Prepayments
Inventory Adjustment

Section 481(a) Prepayments
Pension Expense
Regulatory Asset - LGS Amortization
Customer Forfeiture

Section 481(a) Cushion Gas

Section 481(a) Line Pack Gas
Amended Cost of Removal
Amended Book Amortization
Capitalized Overhead - True Up
Fixed Asset Cost Adjustment
Fixed Asset Accumulation Adjustment
CwWIP (See Note Below)
IRS Audit Adjustment - Cost
IRS Audit Adjustment — Accumulation
Provision Differences — Cost
Other Plant
Amended Item - Book Depreciation Not Reversed
Amended Item - Tax Depreciation Not Claimed
ST - State Net Operating Loss
ST - State Bonus Depreciation
FD - FAS 115 Adjustment
FD - R & D Credit Valuation Allow
FD - Federal Benefit on State Bonus

In addition, the amount of CWIP included in rate base in the RSC is the amount which is not
eligible to receive an amount of AFUDC per item 2 above. In order to be consistent, the
percentage of ineligible CWIP to total CWIP will be applied to the CWIP amount used in
determining ADIT.
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Additional or new book / tax differences shall be reviewed to determine their appropriate
treatment in the calculation of ADIT for Louisiana consistent with the item 1 above.
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EXHIBIT C

Items Eligible for Annualizatien

The following items are eligible for annualization at year-end levels:

1. Changes in income and franchise tax rates, the applicable items include
depreciation, salaries and wages, payroll taxes and certain benefits items.

2. Employee wages based on end of test year employee levels and wage rates.

3. Payroll taxes based on end of test year employee levels, wage rates and payroll
tax rates.

4. Pension expense based on the most recent actuarial report.

5. Property and casualty insurance premiums in effect at the end of the test year.

6. Depreciation expense based on end of test year plant.

Order No. U-21484, 28814, 28587, 28588 consolidated (corrected)
Page 11 0f 13



EXHIBIT D

Weather Normalization Adjustment
The weather normalization adjustment shall be computed to the nearest one-hundredth

cent per Cef by the following formula:

If (NDD-ADD) >.01 times NDD, Then WNAi = Ri X HSFi X (NDD x 99% —- ADD)
BLi + (HSFi X ADD)

Or;

If (NDD-ADD) < -.01 times NDD, Then WNAj = Ri X HSFi X (NDD x 101% — ADD)
BLi + (HSFi X ADD)

If neither, then WNAi = 0.

Where:

1 = any particular Rate Schedule or billing classification within any such particular Rate
Schedule

WNAIi = Weather Normalization Adjustment Factor for the ith rate schedule or
classification expressed in cents per Cef

R; = weighted average base rate of temperature sensitive sales for the ith schedule or
classification utilized by the Louisiana

Public Service Commission in the relevant rate order for the purpose of determining
normalized test year revenues

HSFi = Heat Sensitivity Factor

BLi=Base Load usage

NDD = Normal Degree Days

ADD = Actual Degree Days

Order No. 1J-21484, 28814, 28587, 28588 consolidated {corrected)
Page 12 of 13



BY ORDER OF THE COMMISSION

BATON ROUGE, L.OUISIANA

July 19, 2006

This Order is Effective Immediately

LAWRENCE C. ST. BLANC
SECRETARY

Order No. U-21484,

[S/ JAMES M. FIELD
DISTRICT I
CHAIRMAN JAMES M. FIELD

1S/ JACK “JAY” A. BLOSSMAN
DISTRICT 1
VICE CHAIRMAN JACK “JAY” A. BLOSSMAN

{8/ C. DALE SITTIG
DISTRICT IV
COMMISSIONER C. DALE SITTIG

[S/FOSTER L. CAMPBELL
DISTRICT V
COMMISSIONER FOSTER L. CAMPBEILL

{S/ LAMBERT C. BOISSIERE, III
DISTRICT III
COMMISSIONER LAMBERT C. BOISSIERE, I1I

28814, 28587, 28588 consolidated (corrected)
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COMMONWEALTH OF VIRGINIA

STATE CORPORATION COMMISSION

AT RICHMOND, JANUARY 7, 2005 )

APPLICATION OF

ATMOS ENERGY CORPORATION CASE NO. PUE—2003—£00507

For an increase in rates . >:

3 -3

FINAL ORDER P .

On February 27, 2004, Atmos Energy Corporation ("Atmos" or the "Company") ﬁle’d a
rate application, supporting testimony, and exhibits with the State Corporation Commission
("Commission") for an increase in rates. Atmos' application sought to increase the Company's
annual revenues by $949,111, an increase of approximately 2.13% in overall revenues. The
Company filed financial and operating data for the twelve months ended September 30, 2003
("test year"), in support of its application. The Company's proposed $949,111 increase to annual
revenues was based in part upon a proposal to increase Atmos' authorized return on common
equity from 11% to 12%.

The Company's February 27, 2004, application proposed to initiate a Weather
Normalization Adjustment ("WNA™") to protect the Company and its customers from
unanticipated fluctuations in gas margins due to weather changes. The Company also proposed
changes to its Purchased Gas Adjustment ("PGA") rider (as noted in the attached Stipulation) to
(a) include interest on the Actual Gas Cost Adjustment ("ACA") balances; (b) include within the
ACA the cost of gas for uncollectible accounts written off by the Company; {(c) permit the

Company to project billing determinants, sales volumes, and supplier rates in its PGA

computations; and (d) remove the credit for Company use from the ACA.




On March 24, 2004, the Commission entered its Order for Notice and Hearing. In that
Order, the Commission docketed the application, suspended the Company's proposed rates for a
period of 150 days to and through July 26, 2004; appointed a Hearing Examiner to the case; set
the case for hearing on October 26, 2004, before a Hearing Examiner; established a procedural
schedule for the filing of testimony by the Company, Staff, and respondents; and provided for
the participation of public witnesses. The March 24, 2004, Order for Notice and Hearing
prescribed the notice for the Company's application to be published throughout the Company's
service territories within the Commonwealth of Virginia and provided for the service of the
Order on local officials in the city, counties, and towns in Virginia in which the Company
provides service.

On August 11, 2004, the Company filed certain revisions to its accounting adjustments
and supporting schedules to its application, together with additional testimony and a Motion to
Amend its application.

On August 12, 2004, the Hearing Examiner granted the Company's Motion to Amend its
application.

On October 19, 2004, the Company, by counsel, filed a Motion to suspend the date for
filing the Company's rebuttal testimony and to limit the October 26, 2004, hearing to the
presentation of the testimony of public witnesses.

On Qctober 21, 2004, the Hearing Examiner entered a Ruling that suspended the filing
date for Atmos' rebuttal testimony and provided that the October 26, 2004, hearing would be
convened for the sole purpose of receiving testimony from public witnesses.

On October 26, 2004, the matter was heard by Howard P. Anderson, Jr., Hearing

Examiner. Counsel appearing included Richard D. Gary, Esquire, and D. Zachary Grabill,




Esquire, counsel for the Company; C. Meade Browder, Jr., Senior Assistant Attorney General,
and D. Mathias Roussy, Jr., Assistant Attorney General, counsel for the Division of Consumer
Counsel, Office of the Attorney General ("AG"); and Robert M. Gillespie, Esquire, and

Sherry H. Bridewell, Esquire, counsel for the Commission Staff. During the October 26, 2004,
hearing, proof of the Company's notice and service were received into the record as Exhibit 1.
No public witnesses appeared. At the conclusion of the hearing, the case was continued
generally.

On October 29, 2004, the Hearing Examiner entered a Ruling, wherein he noted that the
case participants had reached an agreement concerning the issues in controversy and desired to
schedule the case for hearing. The Hearing Examiner directed that a hearing on the application
be reconvened at 10:00 a.m. on November 4, 2004, in the Commission's second floor courtroom.

On November 4, 2004, the case was reconvened before the Hearing Examiner. Counsel
appearing included Richard D. Gary, Esquire, and D. Zachary Grabill, Esquire, counsel for the
Company; C. Meade Browder, Jr., Senior Assistant Attorney General, and D. Mathias Roussy,
Jr., Assistant Attorney General, counsel for the AG; and Robert M. Gillespie, Esquire, and
Sherry H. Bridewell, Esquire, counsel for the Commission Staff. By agreement of counsel, the
respective prefiled testimonies of the Company, Staff, and AG were identified and received into
the record as exhibits in the case without cross-examination and without the witnesses taking the
stand. A Stipulation, identified as Exhibit 20, purporting to resolve all of the issues in the
proceeding was received into evidence. The case participants waived the right to file comments

to the Hearing Examiner's Report in the event that the Hearing Examiner recommended that the

Commission accept the Stipulation received into evidence in the proceeding.




On December 16, 2004, the Report of Howard P. Anderson, Jr., Hearing Examiner
("Examiner's Report") was issued. The Examiner's Report discusses the features of the
Stipulation that was submitted by the parties and recommends its adoption. The Examiner noted
that the parties and Staff have agreed to waive the right to file comments responsive to his
Report.

As the Hearing Examiner noted, the Stipulation results in an increase in annual revenue
of $371,735, based upon an authorized Return on Equity ("ROE") range from 9.5% to 10.5%,
with a midpoint of 10.0% used for the designing of rates. For purposes of the Company's future
earnings tests, Staff and the parties agree that a 10.0% ROE benchmark will be used for
determining overearnings and will continue to be used until there is a change in the authorized
ROE range.

The Stipulation also contains an agreement by the Company not to file an application for
an increase in rates prior to July 1, 2006, except under emergency conditions as set out in
§ 56-245 of the Code of Virginia. The Report recommends adoption of this rate increase
moratorium, and we concur.

As outlined in the Stipulation, the Staff and parties agreed to a WNA similar to the one
adopted by the Commission for Roanoke Gas Company in Case No. PUE-2002-00373. As with
Roanoke Gas, the proposed WNA protects customer bills and company revenues from the drastic
changes that result from the volatility of gas prices during extremely cold weather. The
Examiner's Report recommends adoption of the proposed WNA described in the Stipulation, and
we concur.

The Stipulation provides for a revenue requirement of 853,500 for the cost of services

that an affiliate, Atmos Energy Services ("AES"), furnishes to Atmos. When the Commission




approved the affiliate arrangement between Atmos and AES, it stated: ". .. Atmos should bear
the burden of proving, in any rate proceeding, that no market exists for the energy administrative

services obtained from AES or, if a market exists, that Atmos is paying AES the lower of cost or

market." See, Joint Application of Atmos Energy Corporation and Atmos Energy Services,
LLC, For authority to enter into a services agreement pursuant to Chapter 4 of Title 56 of the
Code of Virginia, Case No. PUE-2004-00016, Order Granting Authority at 4, April 28, 2004.
The Staff and parties recognized that there has not yet been sufficient examination of the market
availability and costs for the services furnished by AES but agreed that the designated amount
was appropriate for this rate proceeding. Atmos agreed to fund a study, based upon 2004
information, to review the costs and market availability of such services. Such study will be
filed with Staff and Consumer Counsel around mid-year 2005. Staff and Consumer Counsel
have reserved the right to challenge the results of such a study and to submit additional evidence
regarding the issues in the study, but no challenge can affect retroactively the rates determined in
this proceeding. We agree that the amount of $53,500 is appropriate for services furnished to
Atmos by AES for purposes of determining Atmos' overall revenue requirement in this case. In
future rate proceedings, these costs will be reevaluated based upon the study to be submitted by
Atmos and any other pertinent evidence. Atmos must prove the reasonableness of the entire
amount. No presumption will be accorded the figure used in this case.

Other matters covered by the Stipulation and discussed in the Examiner's Report include
Atmos' four proposed changes to its PGA rider; the use of bi-monthly meter readings; imposing
no fee for hand delivering a door tag containing a notice of disconnect for nonpayment;

implementation of a $40 charge for account activation or reconnection; implementing a

procedure for "soft close;” providing that the Company will submit a "soft close" operating and




maintenance procedure to the Division of Utility and Railroad Safety; continued funding for the
Gas Technology Institute by means of base-rate recovery as of January 1, 2005, rather than the
PGA mechanism, which expires at the end of 2004; and amending Atmos' criteria for customers
to qualify for transportation service. The Commission agrees with the Examiner's Report on
each of these matters and adopts the Stipulation in its entirety. The terms of the Stipulation are
incorporated into the Order by attachment hereto.

Upon consideration of the Examiner's Report and the foregoing discussion of issues, the
Commission finds as follows:

1. The use of a test year ending September 30, 2003, is proper in this proceeding;

2. Atmos' test year operating revenues, after all adjustments, were $44,084,281;

3. The Company's test year operating deductions, after all adjustments, were
$41,719,260;

4. The Company's current rates produce a return on adjusted rate base of 7.66%;

5. A reasonable return on equity for the Company is in the range of 9.50% to
10.50%, and the midpoint of 10.00% shall be used to calculate rates;

6. The Company's adjusted test year rate base is $30,671,821;

7. The Company requires an additional $371,735 in gross annual revenues to earn a
return on rate base of 8.41% and a return on common equity of 10.00%;

8. The Company shall refund with interest excess revenues collected under interim
rates;

9. The Stipulation agreed upon by Staff and the parties is reasonable and is adopted;

and

10. A WNA, as set forth in the Stipulation, is adopted in this proceeding.




Accordingly, IT IS ORDERED THAT:

(1) The Company's application for a general increase in rates is granted to the extent
found above and is otherwise denied.

(2) Pursuant to § 56-238 of the Code of Virginia, the rates, charges, and tariff provisions
found just and reasonable above are fixed and substituted for the rates, charges, terms, and
conditions which took effect on an interim basis, subject to refund with interest, on July 27,
2004.

(3) The Company shall submit to the Commission's Division of Energy Regulation
revised tariff sheets incorporating the stipulated rates, charges, terms, and conditions in
accordance with the provisions of this Order and the Stipulation attached hereto.

(4) Atmos shall forthwith submit revised "soft close" operating and maintenance
procedures to the Division of Utility and Railroad Safety.

(5) The Company shall use the rates and charges prescribed in Ordering Paragraph (2) to
recalculate all bills rendered which were calculated using, in whole or in part, the rates and
charges which took effect on July 27, 2004. Where application of the rates prescribed by this
Order results in a reduced bill, the difference in all bills shall be refunded with interest within
ninety (90) days of the entry of this Order, as directed in the Ordering Paragraphs below.

(6) The refunds with interest directed in Ordering Paragraph (5) for current customers
may be made by a credit to the customers' accounts and shown on bills. The bills shall show the
refunds as a separate item or items. For former customers, refunds with interest which exceed
$1.00 shall be made by check mailed to the last known address of such customers. The

Company may set off the credit or refund against any undisputed outstanding balance. No setoff

shall be permitted against any disputed portion of an outstanding balance.




(7) The Company shall maintain a record of former customers due a refund of $1.00 or
less and shall promptly make thé refund by check upon request. For any refunds not paid or
claimed, the Company shall comply with § 55-210.6:2 of the Code of Virginia.

(8) The refund amounts calculated as directed in Ordering Paragraph (5) shall bear
interest at a rate for each calendar quarter, which shall be the arithmetic mean, to the nearest one-
hundredth of one percent of the "Bank prime loan" values published in Federal Reserve
Statistical Release H.15 (519), Selected Interest Rates, for the three months of the preceding
calendar quarter. The interest shall be computed from the date payments were due as shown on
bills to the date of the bill showing the credit to current customers or the date of the refund check
mailed to former customers.

(9) On or before June 1, 2005, the Company shall submit to the Divisions of Public
Utility Accounting and Energy Regulation a report showing that all refunds have been made
pursuant to this Order and listing the expenses of refunding and the accounts charged.

(10) The Company shall not recover the interest paid or the expenses incurred to make
refunds in rates and charges subject to the Commission's jurisdiction.

(11) There being nothing further to come before the Commission, this matter is
dismissed, and the record developed herein shall be placed in the file for ended causes.

AN ATTESTED COPY hereof shall be sent by the Clerk of the Commission to:

Richard D. Gary, Esquire, and D. Zachary Grabill, Esquire, Hunton & Williams LLP, Riverfront
Plaza, East Tower, 951 East Byrd Street, Richmond, Virginia 23219-4074; C. Meade
Browder, Jr., Senior Assistant Attorney General, and D. Mathias Roussy, Jr., Assistant Attorney

General, Division of Consumer Counsel, Office of Attorney General, 900 East Main Street,

Second Floor, Richmond, Virginia 23219; and the Commission's Office of General Counsel and




Divisions of Public Utility Accounting, Energy Regulation, Utility and Railroad Safety, and

Economics and Finance.




ATTACHMENT -~

COMMONWEALTH OF VIRGINIA
STATE CORPORATION COMMISSION

APPLICATION OF )
)
ATMOS ENERGY ) Case No. PUE-2003-00507
CORPORATION )
)
For an increase in rates )
STIPULATION

This Stipulation represents the agreement between Atmos Energy Corporation ("Atmos”
or "Company"), the Applicant in this general rate case, the Staff of the State Corporation
Commission ("Staff") and the Office of the Attorney General's Division of Consumer Counsel

Fx?

("Consumer Counsel") (collectively, "Stipulating Participants"), by counsel, on the application of
Atmos for an increase in rates. The Stipula:ting Participants hereby agree as follows:

1. Atmos’ Application, Amended Appiication and all of its pre-filed direct testimony
and accompanying exhibits shall be made a part of the record without cross-examination.

2. The Staff's and the Consumer Counsel's direct testimony and exhibits_ shall be
made a part of the record without cross-examination.

3. The Stipulating Participants agree that the revenue requirement shall be based on
an authorized Return on Equity ("ROE") range of 9.5% to 10.5%. The Stipulating Participants
agree further that for purposes of designing rates, an ROE of 10.0% shall be used.

4. The Stipulating Participants agree that, for purposes of the Company's future

earnings tests, a 10.0% ROE benchmark will be utilized for determining overearnings and such

benchmark shall continue until there is a change in the authorized ROE range.




5. The Stipulating Participants agree to an updated short-term debt rate of 1.537%
and an updated cost of Atmos' long term debt from 7.167% to 7.412% to reflect updated lines of
credit fees.

6. For purposes of this Stipulation, the Stipulating Participants agree, there has not
been sufficient examination of the market availability and costs for the services provided in the
aggregate to Atmos by Atmos Energy Services ("AES"). The Stipulating Participants agree that
a revenue requirement of $53,500 for the cost of services provided by AES is appropriate in this
case as shown on Attachment A. Atmos agrees to engage Mr. Patrick Baryenbruch to geview the
costs and market availability of AES' services based on 2004 information. Mr. Baryenbruch's
study will be filed with the Staff and Consumer Counsel approximately mid-year 2005. Staff
and Consumer Counsel reserve all rights to challenge the results of the Baryenbruch study and to
submit other evidence regarding the issues addressed therein but such challenges shall not affect
retroactively the rates determined in this proceeding.

7. The Stipulating Participants agree to a modification of the Staff customer growth
rate adjustroent as shown on the revenue requirement calculation on Attachment A.

8. The stipulating Parties agree that the 30 year rolling average heating degree days
are appropriate for use in both the Weather Normalization Adjustment ("WNA") discussed
below and the weather adjustment used to determine revenue requirement. Utilizing the 30 year
rolling average heating degree days will produce an additional annual revenue requirement in the
amount of $143,005, as shown on Attachment A.

9. The Company agrees to refund the five-month overcollection of Gas Technology
Institute funding through the Purchased Gas Adjustment (“PGA™) mechanism.

10.  The Company agrees to continue use of the Average Life Group methodology for

purposes of accruing depreciation expense, and the date of the implementation of revised




depreciation rates resulting from the depreciation study provided with the Company's rate
application shall be October 1, 2003, the date of the study.

11.  The Company agrees to implement the use of direct charges or allocations
whenever practical.

12. This Stipulation shall result in an annual revehue requirement of $371,735 as
shown on Attachment A, which revises Staff witness Taylor's Statement V.

13.  The Stipulating Participants agree that the Company shall file tariffs prepared in
conformance with this Stipulation with the Commission for its review and approval.

14.  The Stipulating Participants agree that the Company has a legitimate right to
require all owners or bona fide lessees of a residence to make application for service and be
jointly responsible for making timely payments. The tariff provision to implement this process is
shown on Attachment B to this Stipulation.

15.  The Company agrees to withdraw its proposed door tag fee of $15. The
Stipulating Participants agree that the Company shall implement an account activation charge of
$40 for both new service and for the reconnection of an existing customer whose service has
been disconnected for ﬁonpayment of abill. Furthermore, this $40 account activation cbarge
shall apply to those customers that require a reconnection where the service has been previously
disconnected at the customer's request. The Stipulating Participants agree that the Company
shall implement a "soft close" procedure as set forth in tariff language attached to this Stipulation
as Attachment C and that gas will remain on at a premise for 45 days or until 50 Ccf of gas
consumption, which ever occurs first. The Company will submit revised "soft close” operating

and maintenance procedures to the Division of Utility and Railroad Safety. The Stipulating

Participants agree that the Company shall implement a meter-read only turn-on charge of $20.




The Stipulating Participants agree that no change is required in the existing returned check
charge of $20.

16.  The Company agrees to withdraw its request to recover certain newly instituted
federal, state and local taxes (including franchise fees) as a line item on a customer's bill.

17.  The Stipulating Participants agree that the Company may recover third party
vendor fees from those customers electing that particular payment option. In addition, the
. Stipulating Participants agree that the Company may implement the following four changes to
the Company's PGA Rider:

A. the Company may include interest on the Actual
Gas Cost ("ACA") balances;

B. the Company may include within the ACA the gas
cost portion of uncollectible accounts that are
written-off;

C. the Company will have the option to project billing

determinants, sales volumes and supplier rates in its
PGA calculations; and

D. the Company may remove the credit for Company
use from the ACA.

18.  The Stipulating Participants agree that the Company may implement a practice of
bi-monthly meter reading during the months of May through October, but no customer may
receive two estimated bills in succession. In addition, monthly meter reading will be required
during the months of November through April. Actual meter reads will be performed to initiate
new customérs and to close out accounts.

19. The Stipulating Participants agree that the Company shall change the eligibility of
Rate Schedule 630 and Rate Schedule 640, applicable to transportation service, to allow

customers whose daily usage would not qualify for this service under the current minimum of

1,000 Ccf per day to qualify as long as their annual usage exceeds 100,000 Ccf. In addition, the




Stipulating Participants agree that the Company shall amend Rate Schedule 640, applicable to
Industrial and Optional Gas Service, to address "capacity release” of the Company's contracted-
for upstream pipeline capacity.

20.  The Company agrees to adopt a WNA method similar to that adopted by the
Commission for Roanoke Gas Company in Case No. PUE-2002-00373. The WNA will consist
of two calculations divided into an eastern portion of the service territory (Blacksburg,
Christiansburg, Dublin, Pulaski and Radford) and western portion of the service territory
(Abingdon, Chilhowie, Marion and Meadowview). The agreed upon tariff language is attached
to this Stipulation as Attachment D. The agreed upon WNA includes the following features:

A. Atmos will use the same weather

stations as it uses for weather revenue
normalization;

B. WNA customer billing credits or charges shall be
over a 12-month period with a true-up
provision; and

C. A band for customer billing credits or charges
expected to be triggered approximately 50% of the
years.

21.  The Stipulating Participants agrée to a rate design as shown on Attachment E to
collect the increased revenue requirement. The annual revenue increase from the stipulated rate
design is shown on Attachment F, which includes Company witness Petersen’s revised
Schedule 21, Workpaper 32-1 and Schedule 32.

22.  The Stipulating Participants agree that the Company shall refund the difference

between the rates that went into effect on July 27, 2004, and those set forth in this Stipulation.

These refunds, along with interest at the Commission-determined rate, will be initiated as credits

to customers' bills commencing within 90 days of the Commission's Final Order in this case.




23.  In consideration for the compromises set forth in this Stipulation, the Company
agrees not to file an application for an increase in rates by which rates would become effective
prior to July 1, 2006 ("filing moratorium"), except under the conditions set forth in Va. Code
§ 56-245.

24.  The Stipulating Participants agree that this Stipulation represents a compromise
for the purposes of settlement in this case only and shall not be regarded as a precedent with
respect to any ratemaking or any other principle in any future case. None of the Participants to
this Stipulation necessarily agree or disagree with the treatment of any particular item, any
procedure followed, or the resolution of any particular issue in agreeing to this Stipulation other
than as specified herein, except that the Participants agree that the resolution of the issues herein,
taken as a whole, and the disposition of all other matters set forth in the Stipulation are in the
public interest. This Stipulation is conditioned on and subject to acceptance by the Commission
and is non-severable and of no force or effect and may not be used for any other purpose unless
accepted in its entirety by the Commission, except that this paragraph shall remain in effect in
any event.

In the event the Hearing Examiner does not recormhend acceptance of the Stipulation by
the Commission or the Commission does not accept the terms of the Stipulation in its entirety,
then each of the signatories to the Stipulation retains the right to terminate the Stipulation. In the
event of an action by the Hearing Examiner or Commission to modify the terms of the
Stipulation, the signatories to the Stipulation may by unanimous consent elect to modify the
Stipulation to address the issues raised by the Commission or Hearing Examiner. Should the
Stipulatjon terminate, it shall be considered void, and the signatories to the Stipulation reserve

their rights to participate fully in all relevant proceedings in the captioned case notwithstanding

their agreement on the terms of the Stipulation.




"
Respectfully submitted this _%_ day of November 2004.

Richard D. Gary
D. Zachary Grabill
Hunton & Williams LLP
Riverfront Plaza, East Tower
951 East Byrd Street
Richmond, VA 23219-4074
Counsel for Atmos Energy Corporation

Robert M. Gillespie

Sherry H. Bridewell
State Corporation Commission
Tyler Building, 10® Floor
1300 East Main Street
Richmond, VA 23219
Counsel for the Staff of the

State Corporation Commission

ATMOS ENERGY CORPORATION

RGO

Counsel

STAFF OF THE STATE CORPORATION
COMMISSION

SATN I

.
(/4
Counsel

ATTORNEY GENERAL, DIVISION OF
CONSUMER COUNSEL

By.

— Counsel /




C. Meade Browder
D. Mathias Roussy, Jr.
Insurance and Utilities Regulatory Section
Office of the Attorney General
900 East Main Street
Richmond, VA 23219
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Attachment A

ATMOS ENERGY CORPORATION
RECONCIUATION OF COMPANY AND STAFF
REVENUE REQUIREMENTS
CASE NO. PUE-2003-00507

Change in
Revenue

Description Requirement
Revenue Requirement Per Company Schedule 15

Per Book Differences (85,158)
Previously Approved Adjustments

Revenue Annualization and Weather Normalization 41,378
Customer Growth, Migration, Pulled Meters (100,252)
Uncoliectible Expense 22,537
Payroll and Benefits (18,936)
Overallocated Expenses {(277,906)
AES Fees (127,546)
Advertising and Jobbing and Service 4,484
Depreciation (149,476)
Capitalized Overhead (41,507)
income Taxes 85,513
Taxes Other Than Income Taxes 63,592
Other Deductions (16,958)
Updated Rate Base 131,132
Changes in Capital Structure and Cost Rates 10,771
Change in Return On Equity From 12.00% t0 9.80% (416,445)
Staff Revenue Requirement as Filed

Revisions Per Stipulation

Weather Normalization 143,005
Customer Growth 15,396
AES Fees 53,500
Capital Structure 37,856
ROE 47,644

Revenue Requirement Per Stipulation

EXHIBIT NO.___
WITNESS: TAYLOR
STATEMENT V
REVISED

Total
Revenue

Requirement
949,111

863,953

905,331
805,079
827,616
808,680
530,774
403,228
407,712
258,236
216,729
302,242
365,834
348,876
480,008

480,779
74,334

74,334

217,339
232,735
286,235
324,091
371,735

371,735
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Attachment B
GENERAL RULES AND REGULATIONS

1. Definitions

Except where the context indicates a different meaning or intent, the following terms, when
used herein or in the Company's rate schedules incorporating these General Rules and
Regulations, shall have the meanings defined below:

1.1 "Company”
Atmos Energy Corporation.

1.2 "Customer”

Any individual, partnership, firm, organization, or governmental agency receiving service at one
location though one or more active meters are billed under one rate classification, contract or rate

structure.

The Company may, prior to initiating service and at other reasonable times, require Customer to
establish that Customer is the owner or bona fide lessee of the premises and to require all owners
and bona fide lessees to have the service in their names. All such persons shall be deemed

Customers under this section.
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Attachment C
Virginia S.C.C. No. 1
8th Revised Sheet No. 43

ATMOS ENERGY CORPORATION Cancelling 7th Revised Sheet No. 43

GENERAL RULES AND REGULATIONS (Continued)

When a customer requests termination of gas service, this option is presented. Upon choosing this
option, the customer is given a list of safety steps they are requested to follow to reduce the possibility of
danger and to minimize the gas used. These steps are:

(a) Lower all thermostats.
(b)  Check operating status of appliances and ensure all settings are in the off position.
(¢) Al gas lines must be properly capped and plugged if appliances are removed from the structure.

A final meter read is performed and a final bill issued. A door tag is left notifying anyone approaching
that gas service is "ON". The gas service will remain on untif either 45 days or S0 Cef of conrsumption
oceurs, whichever comes first. If the technician discovers that a tenant has moved into the location
without notifying the Company, field personnel will leave a door tag with a 48-hour notice for the new
tenant to contact the Company to transfer service into their name. If no contact is made within the 48-
hour period, a disconnect order is issued. A read charge of $20.00 will be assessed where gas service
has remained on in accordance with 5.3 and only a meter read is required.

54 estorati Service: Reconpection Charge; Rety heck Charge

Service which is discontinued by the Company for Customer's nonpayment of bills, failure to comply with applicable service
regulations, or at Customer’s request including turn on from a seasonal off, may be restored upon payment by Customer of all
indebtedness for gas service and a charge of $40.00 for reconnection during regular office hours.

When the Customer pays by check which is returned to the Company marked NSF (Not Sufficient Funds) the Customer will be
assessed a charge of $20.00 additional cost.

The Company may require that service be on a cash payment basis if more than one of such Customer's checks is returned marked
NSF in a twelve month period. Cash will be deemed to be U.S. cumrency, U.S. postal money order, or certified check.

6. Extensjon and Installation of Company Facilities

The Company will, upon written application, extend its gas mains to serve bona fide applicants of a permanent and established character in
accordance with the provisions of this Service Regulation, Gas main extensions shail be made only along pubiic streets, roads and
highways and upon private property across which satisfactory rights of way or easements have been provided without cost to the Company.
All gas mains constructed pursuant to this service regulation shall be owned, operated and maintained by the Company.

6.1 ©e sion wance
Gas mains will be extended by the Company to supply new Customers, without additional charge for any extension, provided the
length of such extension meets the requirements stated below:
(a) Residential Customers

14y} In determining the free length allowance for a new customer, the free length allowance, if any, will be
determined on an individual fessibility basis considering the required investment, character and economic life

of the load, and other appropriate information.

Issued by: Thomas R. Blose, Jr., President, Mid-States Division
Date Issued:

Effective Date:
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Attachment D

WEATHER NORMALIZATION ADJUSTMENT
APPLICABILITY

The Weather Normalization Adjustment will become effective on July 1, 2005 for the eight month period
of August 1, 2004 through March 31, 2005 and will be applicable for each twelve month period,
thereafter. The Weather Normalization Adjustment is applicable to service delivered under the terms of
rate schedules 610 and 620 throughout the entire service area of the Company when the annual heating
degree days from April to March in a given period are outside the upper or lower band of heating degree
days based on the most recent 30-year average of heating degree days. A separate Weather Normalization
Adjustment will be calculated for customers in each rate schedule in each weather zone. The East
weather zone shall include all customers in and adjacent to Blacksburg, Radford, Pulaski and Wytheville.
The West weather zone shall include all customers in and adjacent to Bristol, Marion and Abingdon. For
the East weather zone, the upper and lower band is defined as 4.36% above and/or below the most recent
30-year average. For the West zone, the upper and lower band is defined as 5.63% above and/or below
the most recent 30-year average.

2. CALCULATION OF ADJUSTMENT

The Weather Normalization Adjustment Factor will be calculated for each costomer class and weather
zone as follows:

(1) Ccf Volume Adj. = (HDD Normal ~ HDD Actual) * M * (Annual no. of bills /12)
(2) Total Revenue Adjustment = Volume Adj. * Non-Gas Commodity Margin
(3) Adjustment Factor Per Ccf = Total Rev Adj. / Most Recent 12 Months Actual Ccf

(4) Any residual balance (positive or negative) as a result of actual Weather Normalization Adjustment
revenue collected compared to the total revenue adjustment set forth in (2) above shall be added to the
following year's revenue adjustment amount.

Note: M will be the slope of the regression equation for the adjustment period for each rate schedule and
weather zone. .
Note: HDD Normal is defined as the HDD value corresponding to the top or bottom of the appropriate
band, whichever is applicable.

3. BILLING

All adjustments, if applicable, will be included as an adjustment factor per Ccf as set forth in (3) above
and will be effective for the 12 month period of August through July for the preceding Weather
Normalization Adjustment period.

4. LATE PAYMENT CHARGE
Any late payment penalties applicable to a customer's bill will also apply to Weather

Normalization Adjustment amounts.

5. TAXES

Weather Normalization Adjustments will be subject to any effective tax based upon revenue receipts
levied by governing bodies.
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COMMONWEALTH OF VIRGINIA
STATE CORPORATION COMMISSION

APPLICATION OF )
)
ATMOS ENERGY ) Case No. PUE-2003-00507
CORPORATION )
)
For an increase in rates )
STIPULATION

This Stipulation represents the agreement between Atmos Energy Corporation ("Atmos”
or "Company"), the Applicant in this general rate case, the Staff of the State Corporation
Commission ("Staff") and the Office of the Attorney General's Division of Consumer Counsel
("Consumer Counsel") (collectively, "Stipulating Participants"), by counsel, on the application of
Atmos for an increase in rates. The Stipulating Participants hereby agree as follows:

1. Atmos’ Application, Amended Application and all of its pre-filed direct testimony
and accompanying exhibits shall be made a part of the record without cross-examination.

2. The Staff's and the Consumer Counsel's direct testimony and exhibits shall be
made a part of the record without cross-examination.

3. The Stipulating Participants agree that the revenue requirement shall be based on
an authorized Return on Equity ("ROE") range of 9.5% to 10.5%. The Stipulating Participants
agree further that for purposes of designing rates, an ROE of 10.0% shall be used.

4. The Stipulating Participants agree that, for purposes of the Company's future
earnings tests, a 10.0% ROE benchmark will be utilized for determining overearnings and such

benchmark shall continue until there is a change in the authorized ROE range.



5. The Stipulating Participants agree to an updated short-term debt rate of 1.537%
and an updated cost of Atmos' long term debt from 7.167% to 7.412% to reflect updated lines of
credit fees.

6. For purposes of this Stipulation, the Stipulating Participants agree, there has not
been sufficient examination of the market availability and costs for the services provided in the
aggregate to Atmos by Atmos Energy Services ("AES"). The Stipulating Participants agree that
arevenue requirement of $53,500 for the cost of services provided by AES is appropriate in this
case as shown on Attachment A. Atmos agrees to engage Mr. Patrick Baryenbruch to review the
costs and market availability of AES' services based on 2004 information. Mr. Baryenbruch's
study will be filed with the Staff and Consumer Counsel approximately mid-year 2005. Staff
and Consumer Counsel reserve all rights to challenge the results of the Baryenbruch study and to
submit other evidence regarding the issues addressed therein but such challenges shall not affect
retroactively the rates determined in this proceeding.

7. The Stipulating Participants agree to a modification of the Staff customer growth
rate adjustment as shown on the revenue requirement calculation on Attachment A.

8. The stipulating Parties agree that the 30 year rolling average heating degree days
are appropriate for use in both the Weather Normalization Adjustment ("WNA") discussed
below and the weather adjustment used to determine revenue requirement. Utilizing the 30 year
rolling average heating degree days will produce an additional annual revenue requirement in the
amount of $143,005, as shown on Attachment A.

9. The Company agrees to refund the five-month overcollection of Gas Technology
Institute funding through the Purchased Gas Adjustment (“PGA”) mechanism.

10.  The Company agrees to continue use of the Average Life Group methodology for

purposes of accruing depreciation expense, and the date of the implementation of revised



depreciation rates resulting from the depreciation study provided with the Compangr’s rate
application shall be October 1, 2003, the date of the study.

11.  The Company agrees to implement the use of direct charges or allocations
whenever practical.

12.  This Stipulation shall result in an annual revenue requirement of $371,735 as
shown on Attachment A, which revises Staff witness Taylor's Statement V.

13.  The Stipulating Participants agree that the Company shall file tariffs prepared in
conformance with this Stipulation with the Commission for its review and approval.

14.  The Stipulating Participants agree that the Company has a legitimate right to
require all owners or bona fide lessees of a residence to make application for service and be
jointly responsible for making timely payments. The tariff provision to implement this process is
shown on Attachment B to this Stipulation.

15. The Companyv agrees to withdraw its proposed door tag fee of $15. The
Stipulating Participants agree that the Company shall implement an account activation charge of
$40 for both new service and for the reconnection of an existing customer whose service has
been disconnected for nonpayment of a bill. Furthermore, this $40 account activation charge
shall apply to those customers that requir;e a reconnection where the service has been previously
disconnected at the customer's request. The Stipulating Participants agree that the Company
shall implement a "soft close" procedure as set forth in tariff language attached to this Stipulation
as Attachment C and that gas will remain on at a premise for 45 days or until 50 Ccf of gas
consumption, which ever occurs first. The Company will submit revised "soft close” operating
and maintenance procedures to the Division of Utility and Railroad Safety. The Stipulating

Participants agree that the Company shall implement a meter-read only turn-on charge of $20.



The Stipulating Participants agree that no change is required in the existing returned check
charge of $20.

16. The Company agrees to withdraw its request to recover certain newly instituted
federal, state and local taxes (including franchise fees) as a line item on a customer's bill.

17.  The Stipulating Participants agree that the Company may recover third party
vendor fees from those customers electing that particular payment option. In addition, the
Stipulating Participants agree that the Company may implement the following four changes to
the Company's PGA Rider:

A. the Company may include interest on the Actual
Gas Cost ("ACA") balances;

B. the Company may include within the ACA the gas
cost portion of uncollectible accounts that are
written-off;

C. the Company will have the option to project billing

determinants, sales volumes and supplier rates in its
PGA calculations; and

D. the Company may remove the credit for Company
use from the ACA.

18.  The Stipulating Participants agree that the Company may implement a practice of
bi-monthly meter reading during the months of May through October, but no customer may
receive two estimated bills in succession. In addition, monthly meter reading will be required
during the months of November through April. Actual meter reads will be performed to initiate
new customers and to close out accounts.

19.  The Stipulating Participants agree that the Company shall change the eligibility of
Rate Schedule 630 and Rate Schedule 640, applicable to transportation service, to allow
customers whose daily usage WOuld not qualify for this service under the current minimum of

1,000 Ccf per day to qualify as long as their annual usage exceeds 100,000 Ccf. In addition, the



Stipulating Participants agree that the Company shall amend Rate Schedule 640, a;;plicable to
Industrial and Optional Gas Service, to address "capacity release” of the Company's contracted-
for upstream pipeline capacity.

20.  The Company agrees to adopt a WNA method similar to that adopted by the
Commission for Roanoke Gas Company in Case No. PUE-2002-00373. The WNA will consist
of two calculations divided into an eastern portion of the service territory (Blacksburg,
Christiansburg, Dublin, Pulaski and Radford) and western portion of the service territory
(Abingdon, Chilhowie, Marion and Meadowview). The agreed upon tariff language is attached
to this Stipulation as Attachment D. The agreed upon WNA includes the following features:

A. Atmos will use the same weather

stations as it uses for weather revenue
normalization;

B. WNA customer billing credits or charges shall be
over a 12-month period with a true-up
provision; and

C. A band for customer billing credits or charges
expected to be triggered approximately 50% of the
years.
21.  The Stipulating Participants agree to a rate design as shown on Attachment E to

collect the increased revenue requirement. The annual revenue increase from the stipulated rate
design is shown on Attachment F, which includes Company witness Petersen's revised
Schedule 21, Workpaper 32-1 and Schedule 32.

22.  The Stipulating Participants agree that the Company shall refund the difference
between the rates that went into effect on July 27, 2004, and those set forth in this Stipulation.
These refunds, along with interest at the Commission-determined rate, will be initiated as credits

to customers' bills commencing within 90 days of the Commission's Final Order in this case.



23.  In consideration for the compromises set forth in this Stipulation, the Company
agrees not to file an application for an increase in rates by which rates would become effective
prior to July 1, 2006 ("filing moratorium"), except under the conditions set forth in Va. Code
§ 56-245.

24.  The Stipulating Participants agree that this Stipulation represents a compromise
for the purposes of settlement in this case only and shall not be regarded as a precedent with
respect to any ratemaking or any other principle in any future case. None of the Participants to
this Stipulation necessarily agree or disagree with the treatment of any particular item, any
procedure followed, or the resolution of any particular issue in agreeing to this Stipulation other
than as specified herein, except that the Participants agree that the resolution of the issues herein,
taken as a whole, and the disposition of all other matters set forth in the Stipulation are in the
public interest. This Stipulation is conditioned on and subject to acceptance by the Commission
and is non-severable and of no force or effect and may not be used for any other purpose unless
accepted in its entirety by the Commission, except that this paragraph shall remain in effect in
any event.

In the event the Hearing Examiner does not recommend acceptance of the Stipulation by
the Commission or the Commission does not accept the terms of the Stipulation in its entirety,
then each of the signatories to the Stipulation retains the right to terminate the Stipulation. In the
event of an action by the Hearing Examiner or Commission to modify the terms of the
Stipulation, the signatories to the Stipulation may by unanimous consent elect to modify the
Stipulation to address the issues raised by the Commission or Hearing Examiner. Should the
Stipulation terminate, it shall be considered void, and the signatories to the Stipulation reserve
their rights to participate fully in all relevant proceedings in the captioned case notwithstanding

their agreement on the terms of the Stipulation.



_f‘,\
Respectfully submitted thist/__ day of November 2004.

ATMOS ENERGY CORPORATION

o — .
By_-. ‘Jk)wa ‘)m\ — -

Counsel 4

STAFF OF THE STATE CORPORATION
COMMISSION

ALY 2

Counsel

ATTORNEY GENERAL, DIVISION OF
CONSUMER COUNSEL
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" Counsel

Richard D. Gary
D. Zachary Grabill
Hunton & Williams LLP
Riverfront Plaza, East Tower
951 East Byrd Street
Richmond, VA 23219-4074
Counsel for Atmos Energy Corporation

Robert M. Gillespie

Sherry H. Bridewell
State Corporation Commission
Tyler Building, 10™ Floor
1300 East Main Street
Richmond, VA 23219
Counsel for the Staff of the

State Corporation Commission



C. Meade Browder
D. Mathias Roussy, Jr.
Insurance and Utilities Regulatory Section
Office of the Attorney General
900 East Main Street
Richmond, VA 23219
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ATMOS ENERGY CORPORATION

Attachment A

RECONCILIATION OF COMPANY AND STAFF

REVENUE REQUIREMENTS
CASE NO. PUE-2003-00507

Description
Revenue Requirement Per Company Schedule 15

Per Book Differences

Previously Approved Adjustments
Revenue Annualization and Weather Normalization
Customer Growth, Migration, Pulled Meters
Uncollectible Expense

Payroll and Benefits

Overallocated Expenses

AES Fees

Advertising and Jobbing and Service
Depreciation

Capitalized Overhead

Income Taxes

Taxes Other Than Income Taxes

Other Deductions

Updated Rate Base

Changes in Capital Structure and Cost Rates
Change in Return On Equity From 12.00% to 9.80%

Siaff Revenue Requirement as Filed

Revisions Per Stipulation
Weather Normalization

Customer Growth
AES Fees
Capital Structure
ROE

Revenue Requirement Per Stipulation

Change In
Revenue

Requirement

(85,158)

41,378
(100,252)
22,537
(18,936)
(277,908)
(127,546)
4,484
(149,476)
(41,507)
85,513
63,592
(16,958)
131,132

10,771
(416,445)

143,005
15,396
53,500
37,856
47,644

EXHIBIT NO.____
WITNESS: TAYLOR
STATEMENT V
REVISED

Total
Revenue

Requirement
949,111

863,953

905,331
805,079
827,616
808,680
530,774
403,228
407,712
258,236
216,729
302,242
365,834
348,876
480,008

490,779
74,334

74,334

217,339
232,735
286,235
324,001
371,735

371,735
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Attachment B
GENERAL RULES AND REGULATIONS
1. Definitions
Except where the context indicates a different meaning or intent, the following terms, when

used herein or in the Company's rate schedules incorporating these General Rules and
Regulations, shall have the meanings defined below:

1.1 "Company"
Atmos Energy Corporation.
1.2 "Customer”

Any individual, partnership, firm, organization, or governmental agency receiving service at one
location though one or more active meters are billed under one rate classification, contract or rate
structure.

The Company may. prior to initiating service and at other reasonable times, require Customer to
establish that Customer is the owner or bona fide lessee of the premises and to require all owners
and bona fide lessees 1o have the service in their names. All such persons shall be deemed
Customers under this section.
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ATMOS ENERGY CORPORATION

Attachment C

Virginia S.C.C. No. 1

8th Revised Sheet No. 43
Cancelling 7th Revised Sheet No. 43

5.4

GENERAL RULES AND REGULATIONS (Continued)

‘When a customer requests termination of gas service, this option is presented. Upon choosing this
option, the customer is given a list of safety steps they are requested to follow to reduce the possibility of
danger and to minimize the gas used. These steps are:

(a)  Lower all thermostats.
(b)  Check operating status of appliances and ensure all settings are in the off position.
(c)  All gas lines must be properly capped and plugged if appliances are removed from the structure.

A final meter read is performed and a final bill issued. A door tag is left notifying anyone approaching
that gas service is "ON". The gas service will remain on until either 45 days or 50 Ccf of consumption
occurs, whichever comes first. If the technician discovers that a tenant has moved into the location
without notifying the Company, field personnel will leave a door tag with a 48-hour notice for the new
tenant to contact the Company to transfer service into their name. If no contact is made within the 48-
hour period, a disconnect order is issued. A read charge of $20.00 will be assessed where gas service
has remained on in accordance with 5.3 and only a meter read is required.

Restoration of Service; Reconnection Charge; Returned Check Charge

Service which is discontinued by the Company for Customer’s nonpayment of bills, failure to comply with applicable service
regulations, or at Customer's request including turn on from a seasonal off, may be restored upon payment by Customer of all
indebtedness for gas service and a charge of $40.00 for reconnection during regular office hours.

When the Customer pays by check which is returned to the Company marked NSF (Not Sufficient Funds) the Customer will be
assessed a charge of $20.00 additional cost.

The Company may require that service be on a cash payment basis if more than one of such Customer's checks is returned marked
NSF in a twelve month period. Cash will be deemed to be U.S. currency, U.S. postal money order, or certified check.

6. Extension and Installation of Company Facilities
The Company will, upon written application, extend its gas mains to serve bona fide applicants of a permanent and established character in
accordance with the provisions of this Service Regulation. Gas main extensions shall be made only along public streets, roads and
highways and upon private property across which satisfactory rights of way or easements have been provided without cost to the Company.
All gas mains constructed pursuant to this service regulation shall be owned, operated and maintained by the Company.
6.1 Free Extension Allowance
Gas mains will be extended by the Company to supply new Customers, without additional charge for any extension, provided the
length of such extension meets the requirements stated below:
(a) Residential Customers
H In determining the free length allowance for a new customer, the free length allowance, if any, will be
determined on an individual feasibility basis considering the required investment, character and economic life
of the load, and other appropriate information.
Issued by: Thomas R. Blose, Jr., President, Mid-States Division

Date Issued:

Effective Date:
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Attachment D

WEATHER NORMALIZATION ADJUSTMENT
APPLICABILITY

The Weather Normalization Adjustment will become effective on July 1, 2005 for the eight month period
of August 1, 2004 through March 31, 2005 and will be applicable for each twelve month period,
thereafter. The Weather Normalization Adjustment is applicable to service delivered under the terms of
rate schedules 610 and 620 throughout the entire service area of the Company when the annual heating
degree days from April to March in a given period are outside the upper or lower band of heating degree
days based on the most recent 30-year average of heating degree days. A separate Weather Normalization
Adjustment will be calculated for customers in each rate schedule in each weather zone. The East
weather zone shall include all customers in and adjacent to Blacksburg, Radford, Pulaski and Wytheville.
The West weather zone shall include all customers in and adjacent to Bristol, Marion and Abingdon. For
the East weather zone, the upper and lower band is defined as 4.36% above and/or below the most recent
30-year average. For the West zone, the upper and lower band is defined as 5.63% above and/or below
the most recent 30-year average.

2. CALCULATION OF ADJUSTMENT

The Weather Normalization Adjustment Factor will be calculated for each customer class and weather
zone as follows:

(1) Cef Volume Adj. = (HDD Normal - HDD Actual) ¥ M * (Annual no. of bills /12)
(2) Total Revenue Adjustment = Volume Adj. * Non-Gas Commodity Margin
(3) Adjustment Factor Per Ccf = Total Rev Adj. / Most Recent 12 Months Actual Ccf

(4) Any residual balance (positive or negative) as a result of actual Weather Normalization Adjustment
revenue collected compared to the total revenue adjustment set forth in (2) above shall be added to the
following year's revenue adjustment amount.

Note: M will be the slope of the regression equation for the adjustment period for each rate schedule and
weather zone.

Note: HDD Normal is defined as the HDD value corresponding to the top or bottom of the appropriate
band, whichever is applicable.

3. BILLING

All adjustments, if applicable, will be included as an adjustment factor per Ccf as set forth in (3) above
and will be effective for the 12 month period of August through July for the preceding Weather
Normalization Adjustment period.

4. LATE PAYMENT CHARGE

Any late payment penalties applicable to a customer's bill will also apply to Weather
Normalization Adjustment amounts.

5. TAXES

Weather Normalization Adjustments will be subject to any effective tax based upon revenue receipts
levied by governing bodies.
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2200 Ross Avenun
Dallas, Texas 752016778

September 1994

Atmos Energy Corporation
P.0. Box 650205
Datlas, Texas 75265

Attention: My, David Bickerstaff, Vice President and Controller

"gn accordance with your request and with the cooperation and participation of your staff, 4 book
depreciation study of General Office property has been conducted. The study covered all depreciable
property, and recognized addition and retirement expertence through September 30, 1992, The purpose
of the study was to determine if the existing depreciation rates remain approprate for the property, and, if

nof, to recommend changes. Changes are recommended.

A comparison of the effect of the existing account rates and the recommended aceount rates is shown

below, based on depreciable plant balances as of September 30, 1992:

ite L jation R
Funetion Existing Recammended

% ]

General Office 15.56 971

The above summary is taken from Schedule }, which shows the annual depreciation provisions calculated
from the existing rates and recommended and differences for the Ceneral Office. Based on September 30,
1892, depreciable balances, the recommended rates will result in an annual decrease in depreciation
provisions of $1,028,209 (about 37%). This difference will change as a function of assst mix. The

decrease is controlled by & tower mate for Account 391.83 - Office Furniture and Equipment (other) due
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we believe to a longer average service lifc and Account 399.88. Application Software, due we believe jo

reserve position. The mortality eharacteristics reflected in the existing rates are not Known,

The recommended rates are calculated using the remaining life technigue, coupled with the eqnal life

group procedure.

The primary reagon for the decrease in annuat depreciation rate is Increases in average service life. The
following scctions of this report describe the methods of analysis used. the bases fur the conclusions

reached. and recommendations for both immediate and future action by the Coropany.

We appreciate this opportunity 1o serve Atmos Energy Corporation, and would be pleased 1o meet with

you {0 discuss fusther the matters presented in this report, if you desire.

Yours very trily,
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Book depreciation accounting is the process of recognizing in financial statements the consumption of
physical assets in the process of providing a service or 2 product. Generally accepted accounting
principles require the recotding of depreciation provisions to be systematic and rational. To be sysicmatic
and rational, depreciution should, to the extent possible, mateh either the consumption uf the favilitics or
the revenues generated by the facilities. Accounting theory requires the matching of expenses with either
consumption or revenues to ensure that financial statements reflect the results of aperations and changes
in financial position as accurately as possible. The matching principie is often referred to as the cause and
effect principle, thus, both the cause and the effect are required to be recegnized for financial aceounting

purposes. This study was conducted in a manner consistent wich the matching principle of accounting.

Because utility revenues are determined through regelation, asset consumption is not automaticakly
reflected in revenues. Therefore, the consumption of utility assets must be measured directly by

conducting a book depreciation study to accurately determine theic mortality characteristics.

Matching is also an essential élernent of basic regulatory philosophy, and has hecame known as
“intergenérational customer equity.” Interpenerational squity means the costs are borne by (he generation
of costomers that caused them to be incuerred,; not by some earlier or later generation, This matching is

required to ensure that charges o customers reflect the scinal costs of providing service.

DEPRECIATION RDEFINITIONS

The Uniformn System of Accounts prescribed for gas utilities by the Federal Energy Regulatory

Commission followed by the Company states that

"Depreciation” as applied to depreciable gas plant, means the loss in service value not
restored by current maintenance. incurred in conenection with the conswemption or prospective
retirement of gas plant in the course of service from causes which are known to be i current
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operation and against which the utility is notf protected by insurance. Ameong the causes Io
be given consideration are wear and tear, decay, action of the elements. inadequacy.
nbsolescence, changes in the art, changes in demand and reguiremerus of public authoritics.
and in the case of natural gas companies. the exhaustion of paniral resousces,

"Service value" means the difference between original cost and net salvage vaiue of gas
plant,

"Net salvage value” means the sabvage value of property retired less the cost of removal.

"Salvage vulue" means the amount received for the property retired less any expeanses
incurred in connection with the sale or in preparing the propesty foc sale, or, if retained, the
amount at which the material is chargeable to matenals and supplies. or other appropriate
accounl.

*Cost of removal” means the cost of demolishing, dismantling, tearing down or otherwise
remaving gas plant, including the cost of transportation and handling incidenial thereto,

As is clear from the wording of ths salvage vatue and cost of remaval definitions, it is the salvage that
will actually be received and the cost of removal that will actually be incurred, both measured at the price
jevel at the time of receipt or incurence, that is required to be recognized in the depreciation rates of the

Conpany.

There definitions are consistent with the purpose of depreciation, and the study reported here was

conducted in 2 manner consistent with both.

ACCOMPLISHMENT QF ACCOQUNTING AND REGULATORY PRINCIPLES

Utility depreciation accounting is a group concept. Inhercnt in this cancept is the assumption that all
property is fully depreciated at the time of retivement, regatdless of age, and there is no attempt tu recard
the depreciation applicable to individual components of the groups. The depreviation rates are based on
the recognition that each depeeciable property group has an average service life. However, very little of
the property is "average”. The group concept carries with it recognition that most property will be retired

at an age cither less than oc greater tharn the average serviee life. The smady recognized the existence of




this variation through the identification of Iowa type retircement dispersion patterns for all property

groups.

The depreciation study required to determine the applicable mortality characieristics is independent from
the calculation of the depreciation rates. The resulting mortality characteristics cun be used to calculace
cither averape life group (ALG) or ELG rates, both with either the whole life technique or the remaining
life technique. Any set of mortality characteristics that is suitable for cajoulating ALG rates is just as
suitable for calculating ELG rates. Conversely, any set that is not suitable for ELG is not suitable for
ALG either. ALG and ELG are straight-line procedures that reflect life measured by time, with ALG
utilizing average life. and ELG utilizing actual life. For ALG, all propenty in the group is assumed to
have a life equal to the average of the group, ELG recognizes that, in reality, only a small portion of the
group retices at an age equal to the average service life. For the average w exist, about half of the
investment in an asset group will be retired at ages less than average life, a small amount at average life,
and the rest at ages gieater than average Life. It iy the use of this dispersion in the rate caleulation that
causes ELG rates to better match cost recovery with the use of and benefit from property. Thus, the ELG
pracedure best accomplishes the purpese of hook depreciation acconnting by ussuring that the reconding
of depreciation provisions match the actual consumption of the physical assets, Since EL.G matches the
recording of consumption with the actual consumption, customers will pay the actual costs incurted to

serye themn. For this reason, ELG rates are recommended,

A detailed discussion of the Equal Life Gronp procedure is included in the Appendix to this report.
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THE BOOK DEFRECIATION STUDY

[mplementation of a policy toward book depraciation that recognizes the purpuse of depteciation
accuunting reguizes the determination of the mortality characteristics that are applicabic 10 surviving
property. The purpose of the depreciation study reported here was to accurately measuee those mortality
characteristics and to use the characteristics to determine appropriate rates for accrual of depreciation

EXpEnses,

The major effort of the study was the determination of the appropriate mortality characiersties. The
remainder of this repont desctibes how those characteristics were detenmined, describes how the montality
characteristics were used to calculate the recommended depreciation rates, and presents the results of the

rate calcuiations,
The study consisted of the tollowing steps:

Step One was a Life Analysis consisting of determination of histarical retirement experignce, and an

evatuation of the applicability of that experience to surviving propetty.

Step Two was a Salvage and Cost of Removal Analysiz consisting of a sindy of salvage value and
cost of removal experience, and an evaluation of the applicability of that experience to surviving

property,

Step Three consisted of the determinatton of average service fives. retirement dispersion patterns

identified b}y Iowa-type curves and the net salvage factors applicable to surviving property.

Step Four was the deterination of the depreciation rate applicabie o ¢ach depreciable propesty
group, recognizing the results of the work in Steps One through Three, and a comparison with the

existing rates.
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LIFE ANALYSIS

The Life Analysis for the property concermns the determination of average service lives and Iowa-type
retirement dispersion patterns. An analysis of historical retirement activity, suitably tempered by
infoaned judgment as to the future applicability of such activity to surviving property, formed the basis
for determination of average service Jives and retirement dispersion patterns. Retirement experience
through September 30, 1992, was analyzed using the ;'mtuaxial method of Life Analysis. The actuarial

method couid be used beesuse the vintage of retired and surviving property is known.

In order to recogniza trends in life characteristics and to assure that the valuable information in the curves
is available to the analyst, actual survivor curves were calculated and plotted by computer using severst
different periods of retirement experience. The periods (yeur bands) of retirement experience analyzed
were: (1) the past three years. and {2) the past six years, which is the full extent of avaiiable histery, The
average service lives and retirement dispersion patterns indicated by these actual survivor curves were
identified by visually fitting towa type standard curves 10 vach of the actual curves and plotiing the
results. This visual approach ensures that the data cuntained in the acrual survivor curves, and input data,
and the trends are available (o the analyst, and that the analyst does not allow computer caleulations to be

the sole determinant of study results.

SALVAGE AND COST OF REMOVAL ANALYSIS

Salvage and cost of removal experience from 1987 through 1992 was the basis for determining the net
salvage factors used. The analysis was donc in 4 manner that allows selection of separate salvage and
cost of remaval factors for most depreciabde property groups. The analysis consisted of caleulating the
gxpericnced satvage and cost of removal tactors for each property group by dividing salvage and cost of
removal amounts by the original cost of the retired property. Factors are exprossed as percentages, and
were calculated for annual, rolling, and shrinking bands of retirement experience.
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EVALUATION OF ACTUAL EXPERIENCE

Life Analysis and Salvage and Cost of Removal Analysis involves the measurement of what has occurred
in the past, History is often & misleading indication of the future, There are many Kinds of events that
can caust history to be misleading, among them significant changes contemplated in the ynderlying
accounting procedures apdfor changes in other management praciices such as maintenance procedures, Tt
iz the evaluation phase of a depreciation study that identifies if history is a good indication of the fature.
Blind acceptance of history often results in selecting mortality characreristics to use for caloulating

depreciation rates that will provide recovery over a time period longer than productive life.

For cach propeny group, the analysis processes involved only historical retirement experience. Since the
depreciation rates will be applied to surviving property, the historical mortality experience indicated by
the Life and the Salvage and Cost of Removal Analyses were evaluated to ensure that the mortality
characteristics used to calculate the rates are applicable to surviving property. The evaluation is required

to assure the validity of the recommended depreciation rates.

The evaluation process requires knowledge of the type of property surviving, the type of property reticed,
the reasuns for changing life, dispersion. sulvage, and cost of removal, and the etfect of present and future
Company plens on the property mortality characteristics. The evalvation included discussions with
Compatly accounting, engineering, and uvperating personnel, determination of the type of propetty
recorded in a number of accounts, and special analyses of retirernents w identify the type of pi‘openj;f

retired and reasons for retirement.

CALCULATION OF DE N RAT

A straight-line cematning life rate for each depreciable property group was calculated using the following

formula:
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Rate = Plapt Balance - Funire Nat Salvage - Bogk Reserve

Average Remaining Life

Formuia numerator elements in percent of depreciable balance and the denominator inn years produces a
rate in percent. This formula illustrates that a remaining life rate recognizes the book reserve position.
The depreciable balances and book reserves were taken from accounting revords. and the net sabvage

[actors were determined by the study.

The retnaining lives for each property group are a function of the age distribution of surviving plant and

the selected average service life and lowa dispersion pattern.
Gen ice

The rate decreaged from 15.56% t0 9.77%, primarily due we belizve o longer average service lives snd
recognition of positive net salvage. The decrease is controlied by a lower rate for Account 391.83 -
Office Furniture and Equipment {nther) due we believe to a longer average service life and Account
399,88, Application Sofiware, dut we believe 1o reserve position. Reasons for changes are not known

with certainty because the monality characteristios reflected in the existing rates are not know.

RESERVE.COMPARISON

Because remaining life rates are recommended, a compatison of the accumulated provision for
deprectation and the calculated theoretical reserve as of September 30, 1992, is not meaningful. and o
comparison is presented. This is because the only way a reserve difference can exist is through the use of

whaole life rates,

Dehoitte e
9. Tauchewe

Al




RECOMMENDATIONS

Qur recommendations tor your future actions in regard 0 bodk depreciation are as follows:

. The antual depreciation rates shown in Colurn 6 of Schedule | and Schedule 2 are applicable to
existing property and are recommended for implementation at sach time as their etfect can be

incorporated into service rates.

2. Because of variation of life and net salvage experience with 1ime. « depreciation study should he
made during 1996 based nn retirement expericnce through Septeraber 3. 1995, Exact timing of
the study should be coordinated with a retail rate case to ensure timely implementation of revised

depreciation rates,
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ATMOS ENERGY CORPORATION SCHEDULE 1
General ffice
GCamparison af Depreciation Rates @ 9.30.1992

(1 [2] {31 [4] [8] [E1 [71 8]
Plant Existing  Annual Study Annual Increase or
Account Description Balsnce Rate Ameunt Rate Amount {Decraass
% % $ % $ 3
GENERAL PLAMT

490,090 Leasshold Improvs 285,240 10.00 28,524 7.43 231,193 {7,231}
351.00 Office Furniture & Egpt (Gnl) 1,896,178 G.67 133,145 4.88 27.813 {35,632}
391.82 Remittance Enpt F4112 8.867 4,843 11.37 8,427 3,483
391.83 Office Furniture & Egpt (Othe 973,237 240.G0 184,647 2.22 21.608 (173,042}
392.00 Transportation Eqpt BY 701 20.00 9,013 28.88 18.710 7.887
393,00 Srores Equipment 199,770 10.00 Q .00 0 0
A94.00 Toole & Work Equipment 28,832 10.00 o) 5.00 O o]
397.00 Communleation Equipment 453,385 10.00 66,218 712 32,993 [33,225)
498,00 Miscellanerous Equipment 238,138 10.00 23,814 5.36 12,764 {11,050
999.00 Other Tangible Property 218,472 20.60 43,884 18.75 34,567 (9,328)
399,88 Mainframe Hardware 1,881,227 20.00 253,482 18.78 250,777 [2,705)
388,86 PC Hardware 827,209 20.00 138,788 16.83 132,219 (578
39%.87 PC Softwara 294,429 20.00 46,831 17.73 52,215 5,684
399.88 Application Software 3,265,458 10,00 1,824,235 8.22 761.621 (852.614)
384,49 05 Software 1,016,699 26.00 114,178 22,48 225,300 111,128
399,90 Mainframas CPU 228,774 3300 _ 80,082 2628 59,288 {20,794

Totals 17,758,033 15.56 2.762,502  9.77 1,734,294 (1,628,209

NOTE; The differende shown in Column [8] will change as a funation of Tuturs balanges,
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ATMOS ENERGY CORPORATION SCHEDULE 2
GENERAL OFFICE
Mortality Characteristics

1] 2l &) 4] [5]

Average
Ascount Service towa Net
Number Description Life Curve Salvage
YIS %
(GENERAL PLANT
380.00 Leasehold Improvements 10 sSQ 0
381.10 Office Furniture & Equipment (General) 20 L1 5
3491.20 Remittance Equipment 10 R2 0
391.30 Office Furniture & Equipment {General) 20 L1 5
392.00 Transportation Equipment 5 53 10
393.00 Stores Equipment 05 A3 0
304.00 Tools & Work Equipment o5 R2 0
397.00 Comunication Equipment 10 %] 0
398.00 Miscellaneous Equipmant 15 R2 0
399,00 Other Tangible Property 5 sG 0
399.85 Mainframe Hardware 5 R4 0
399.86 PC Hardware 5 R4 a
399.87 PC Software 5 R4 Q
399.88 Application Software 10 R4 0
399.89 OS Softwara 5 R4 0
399.90 Mainframe CPU 3 R4 4]
Deloitte &
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APPENDIX

CALCULATION OF EQUAL LIFE GROUP DEPRECIATION RATES

It is the group concept of depreciation that leads to the ¢xistence of the ELG procedure of ealeulating
depreciation rates. This concept has been an inkegral part of utility depreciation accounting practices for
many years, Under the group concept, there is no attempt to keep track of the depreciation applicable 1o
individual items of property, This is not surprising, in view of the nillions of irems making up a utility
system. Any item retired is assumed to be fully depreciaced. no matter when retirements occurs, The
proup of property would have some average life. "Average" is the result of an arithmetic calculation, and

there is no assuranve that any of the property in the group is "average.”

The term "uverage service life” used in the context of book depreciarion is well known, and its use in the
measurement of the mortality characteristics of propernty carries with it the concept of retirement
dispersion. f every itemn was average, thereby having exactly the same life, there would be no dispersion.
The concept of retirement dispersion recognizes that some items in & group live to an age iess than the
average service life and other items live tonger than the average. Retirement dispersion 15 often identified

by standard patters.

The lowa type dispersion patterns that are widely used by electric and gas utilities were devised
empirically about 5} years ago to provide a set of standard definitiuns of retirement dispersion patterns.
Figure 1 shows the dispersion pattéms for three of these curves. The L. series indicates the mode js (o the
Leflt of average service [ife, the R serics to the Right, and the S sedes al average service life, and
therefore, Symmetrical. There is also an O series which has the mode at the Origin, thereby identifving a
retirement pattern that has the maximum percentage nf original installations retired during the year of

placement.

The subseripts on Figure | indicate the range of dispersion, with the high number (4) indicating a narrow
dispersion pattern, and the low number (1) indicating a wide dispersion pattem. For cxample, the R1

curve shown on the Figuie indicates retirements start immediately and some of the property will last twice
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as long a3 the average service life. The dispersion paiterns translate o survivor curves. which are the
most widely recognized form of the Iowa corves. Other families of patterns exist. but are not as widchy

nsed as the Jowa type.
The methods of calculating depreciation rates are categorized as straight- line and non-straight-ling,

Non-straight-line methods can be accelerated or deferred. There ace three basic procedures for caleulating

straight-tine book depreciation rates:
Uinis-of -Production
Average Life Geoup (ALG)

Equal Life Group (ELG)
Each of these procedures can be caleulated using either the whole life or the remaining life technigue.

Productive life may be identified by (a) a life span or {b) a pattern of production or usage. If production
or usage is the suitable critera, depreciation should be siraight-line over life measured by time. Units-of-
Production is straight-line over production or usage, while the others are straight-line over life measared
by time, ALG is straight-line over the average life of the group, while ELG is straight-line uver the acrual

life of the group.

The formulas for the whole life und remaining life techniques are shown o Table [, Forthe ELG
calcuiation procedure, Formulas | and 3 are applied to the individual equat life components of the
property group. For the ALG calculation, the formulas arc applied to the property group itseif.

Formula 2 is appiied to the property group for either ELG or ALG. Use of the units {(percent and years) in
the formulas result in rates as a pereent of the depreciable plant balance. The depreciable plant balance is
the surviving balance at the time the rate is calculated, and is expressed as a percentage (always 1000 of

itself. Salivage and reserves are expressed as a percent of the depreciable plant balance, For exampie, a

Delnitte,
Toucheile
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property group having & 33 year average service life and negative 5% satvage would have an ALG whole

life rate of (100 + 5)/35. or 3.00%.

The First term of Formula 2 is identical to Formula 1 for the whale life rate. The second terni of
Formula 2 illusirates that the difference between a remaining life rate and whole life rate is the sifocation
of the difference berween the book and calculated theoretical reserves over the remaining life by a

remaining life rate.

The widely used ALG procedare of depreciation rate calculation does not recognize the existence of
retirernent dispersion in the calculation. The difference between the ALG and ELG procedures is the
.recognition uf the existence of retirement dispersion in the ELG rate calculation, ELG is a rate
calcplation pracedure: nothing more. The data required to make the ELG caleudation are average service
life, retirement dispersion, net salvage, and the age distribution of the propenty. The depreciation study
required to determine the appiicable mortality chamcteristics is independent from the calculation of the
depreciation rates. The resulting moitality characteristics can be used to caleulate either ALG or ELG
rates. both with either the whole life technique or the remaining life technique. Any set of mortality
characteristics that is suitable for calculating ALG mtes is just as suitable for calenlating ELG rates.

Caonversely, any set that is not seitable for ELG is not suitable for ALG either.

The ELG procedure calcufates the depreciation rates based on the expected life of each equal life
component of the propeﬂy rather than the average life of all components. As discussed earlier, “average”
is the result of a calcujation and there may not be any "average” property. When curves are used to defing
retirement digpersion, the average service life and the retirement dispersion pattern define the equad life

groups and the expected life applicable 1o each group,

When retirement dispersivn does not exist, the ELG rate is identical to the ALG rate. When dispersion
exists, the ELG rate for recently tnstalled property is higher than the ALG rate and for old property is

lowar.
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Simple | tion ELG -

This illustration provides a [ramework for visualizing the ELG methodology. Table 2 assumes 20% of
the 55,000 investment is retired at the end of each year following placement. The retirement frequencies
are shown on Ling 7, As shown in Columas 2 throungh 6. this means 31,000 of investment is retired each
year, with the retirement at Age 1 being recovered in its entirety during Year One, at Age 2 in Years One
and Two, ete. The depreciation rate applicable to each equsl life group is shown on Line 8. The annual
provision in dollars for Year One shown in Columin 7 is made op of the Age { annual amounts shown on
Line I, Columns 2 through 6, As shown an the Table, the annual provision for Age 2 is egual to the
annual provision for Age t less the aumount collected during Year One applicabie to the gronp retired
duriag Year One. Thus. the annual provisions can be thought of as 4 matrik, with the provision for any

given year being produced by a portion of the matrix.

The depreciation rates in Column 9 are determined by dividing the annual provisions in Columa 7 by the
survivors in Column 8. The rate formula shown on Table 2 car also be used to calculate the rates and is
used on the Table to illustrate the working of the matrix by caleulating the depreciation rates for Year One
and Year Three. For Year One, the numerator and denominator both consist of five terms. Each year, tﬁa
left-hand term of both numerator and denominatar drop off. It should be noted that the reverse
summation of retirement ratios (starting with Column 6 and moving left on Line 7) is equal to the

survivor ratio at the beginning of the period shown in Column 10,

The formula can illustrate how the matrix can be thovght of in terms of a depreciation rates, If the
multiplier of 100 is incorporated in each element of the numerator of the formula. such as (10 x 0.2)72, it
can be seen that 10042 is a rate and the retirement frequency ({).2) is a weighting factor. This particuiar

rate (50%) is the one shown for Age 2 property on Line &, Column 3.

Tt can be seen that the only data required for the ELG rate calculation are the retivement frequencies for
each year. These frequencies are defined by the average service life and the shape of the dispersion

pattern.

Belpifie &
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A Real Mustration of ELG -

The depreciation analyst deals with much larger proups of property than appearing on Table 2. Table 3
contatns an ELG rate calculation for an actual depreciable property group. The retirement froquencies
shown in Column 4 are defined by the 38 year average service life and the L5 Towa type dispersion
pattern. The ALG rate without salvage for this property is 2.632% (1009738 years), while the ELG rate

varies from 2.704% at age 0.5 years to 1.471% at the age just prior to the last retirement., 67.5 years.

The rate listed in Column 5 at each age is the weighted summation of individual rates applicable to that
portion of the surviving property the retirement frequencies in Column 4 indicate will be re{ired it each
following year. This combination of average service life and dispersion pattern means that the first
tetirement will be from the age 18.5 year property during the toflowing year at an age of 19 years;
therefore, it will reqaire a rate of 3.263% (100%/19 years). (This exampie does not have any surviving
balance at age 18.5.) The last retirement will be from age 67.3 year propenty; consequently, it will require
a rate of 1.471% (L00%/68 years). The vintage composite rate shown in Colemn 5 at age 0.5 years i3 the

weighted summation of rates varying from 5.263% w 1.471%.

Since this example is for a narrow dispersion pattern, the first retirement occurs at age 19 years and the
vintage composite rate remains at 2.704% at age 19.5 years, because the first retirement drops the 5.263%

rate from the summasation.

A wider dispersion pattern would result in a wider range of vintage composite rates than defined by the

L5 curve (2.704% to 1.471%).

All that is necessary for calculating the depreciation rates appiicabie to each age of property are the
retirement froquencies. These frequencics are defined by the average service life and the retirement
dispersion patern. The determination of average service lile requires the determination of the dispersion

paitern, as without dispergion there would be no "average.”

Delpitie &
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Depending on the dispersion pattern. the number of retirement frequencies making up the complete Towa
curve can be up to about 4.4 times the number of vears of average service life. Thus. for an account
whose number of retirement frequencies is three times average service life and whose average service life
is 30 vears, ihe rate applicabie to the Age | property will be made up of the weighted summation of

£9 components. ete. Thus, the rate caleulation process is complex, but certainly not complicated. It is

this complexity that makes the rate caleutations much more practical using a computer.
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DEPRECIATION RATE CALCULATION PROCEDLURES

Whoie Lifa

Rate. % = PH -
A8

(3]

Remaining Lite

Where
FB

S

ASL
AR
CTR
ARL

Rate. % = PB-5 - BR-CTR
ASL ARL
Rate, % = PB - - BR
ARL

is Deprectable Plant Balance. %

is Net Satvage. %

is Average Servies Life. vears

is Depreciation Reserve, %

is Calguiared Theotencal Reserve. %
is Average Remaming [ife. years

Table {
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TABLE 23

CETERMINATION OF DEPRECIATION RATES BY ELG PRUOCEDURES

(i
Aga

Years

DERENO
Ot O O QO L1 3 i

7.5

14.8
1.8
128
13.5
14.8
15.8
16.5
145
1%.5
20.5
21.5
22.5
236
24.6
25.5
28,5
275
28.5
205
3.8
32,6
24,5
34,5
385
34.5
37,5
38.8
40.5
41.§
42.5
43,5
44.5
45.5
48,5
#7.5
49.6
50.%
51.5
53.5
54.%
58.B
58.5
5%.5
59.5
81.5
67.5

Totals

{2]

Yesn

1833
1984
1981
1990
1989
1988
1987
1988
1984
1983
1882
{1981
1880
1878
1878
1877
1878
18724
1373
1972
19N
1970
1969
1988
1887
18€6
1984
1883
1882
1951
1989
1958
1988
4957
185§
1984

1963 .

1882
1851
1950
1844
1848
1947
1946
1944
1943
1942
1940
1939
1938
1937
1936
1934
1932
1926

{31 {41 {51
Vintagae Retiremsent
Balancg Ereauency Aata
$ aSL 98
Curve L5
4,244,285 0.0800 0.02704
800,784 0.0000 0.02704
60,016 0.0000 0.02704
43,458,063 0.0000 0.02704
§1.458 0.0000 002704
172,483 0.0000 002704
2,098,091 .0Q00 0.02704
2,685,940 0.0000 0.02704
1,642,443 2.0000 0.02704
222,802 .Q006 0.02704
BE,HEG1 0.0000 0.02704
4,88% $.0000 0.02704
72,842 5.0000 0.u2704
218,163 0.0000 0.02704
120,665 0.0000 0.02704
3042 0.0000 0.02704
338,236 0.0000 0.02704
336,723 0.0001 0.02703
10,375,359 0.0004 0027202
4,481,908 40408 0.02689
5,823,340 0.0018 2.,02885
78,8448 .0030 G.026883
308,178 0.0047 002861
10,312,586 0.JoBg 0.02870
2,754,087 0.0084 0.02558
8,568,788 0.0123 0.02644
5,555,083 0.0184 0.02810
23,283 G.02492 0.02588
3,313,564 0.0305 0.02868
az.an 0.0388& 0.02838
151,684 0.0482 0.02507
171,483 0.0683 0.02472
157,118 0.06874 .02433
70,420 0.0740 402390
1,792,312 0,6768 0.023456
2,270,885 .07 3022862
187 0.0822 002208
20,185 0.0531 0.02181
12,860 0.0442 0.02%18
F08 0.4362 0.02078
2.652 0.0298 0.02041
5,422 G.0245 0.02008
18,573 0.0206 0.01972
323,068 0.0173 0.01940
2,288.041% ¢.0123 0.61879
16,614 0.0103 C.01850
£20,752 §.0086 ¢.0f821
684,610 0.0055 4.01768
47,173 G.0043 0.01740
22,725 0.0033 Q01714
580 0.0025 0.03688
722 G.0019 Q,01664
3.065 0.0005 0.0315673
944,400 G.0008 0.01573
2 0.9000 2.01471
118,028,681
SALVAGE (%) =

AFTER EALVAGE =

ANNUAL DEPRECIATION RATE =

I8

Ampunt
$

114,758.36
21,651,86
1,622.73
1,174,852.00
2,202,423
4,683.11
B8,753.20
72,623 55
44,408.50
6.018.78
2,316.13
134.7¢
1.972.23
5,925.80
3,262,58
1,001.55
8,172.21
8,101.41
280,282,868
120,863,286
155,618.06
2,118.87
4,180.42
275,975.94
73,203.24
282, 715,77
144,885.54
605,42
86,012.50
819.15
3,802.24
4,238.70
4,085.35
1,683.22
42,036.33
§t,131.78
4.13
438,14
272.40
14.67
£4.13
128.81
386€.07
8,268.69
42,943.47
280,88
11,308.38
12,090.28
B20.76
389,52
9.46

12.02
48,21
14,853.58

- 0.03

3.133,740.27

5.0

2,390,417

2.7¢
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Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR item 147
Witness: Don Roff

Data Request:

Please provide the current depreciation rates, split into three separate
components: capital recovery, gross salvage and cost of removal.

Response:
Please see the worksheet attached hereto and labeled AG DR1-147 ATT.



]

Account

351.00
352.00
352.11
354.00
355.00

365.20
366.00
367.00
369.00

374.02
375.00
376.00
378.00
379.00
380.00
381.00
382.00
383.00
384.00
385.00

390.00
3980.09
391.00
392.00
394.00
396.00
397.00
398.00
399.01
399.03
399.06
399.07
399.08

ATMOS ENERGY CORPORATION - KENTUCKY
EXISTING DEPRECIATION RATE BY COMPONENT

[2]

Description

STORAGE PLANT

Structures and Improvements
Well Construction and Equipment
Storage Rights

Compressor Station Equipment
M&R Station Equipment

TRANSMISSION PLANT
Rights-of-Way

Structures and Improvements
Mains

M&R Station Equipment

DISTRIBUTION PLANT

Land Rights

Structures and Improvements
Mains

M&R Station Equipment

City Gate Equipment
Services

Meters

Meter Installations

House Regulators

House Regulator Installations
Industrial M&R Equipment

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

[3]

[4]

09/30/2005 Existing
Balance Rate
$ %
309,065 1.93
2,176,341 271
54,614 1.83
546,780 1.51
288,851 2.06
812,196 0.89
283,237 1.39
22,044,698 1.27
2,952,222 2.28
145,459 1.68
468,328 1.95
95,924,845 2.39
2,617,970 2.49
2,804,310 2.57
69,190,312 6.86
13,775,723 3.35
33,358,910 3.06
4,816,804 2.85
154,276 3.37
4,433,322 273
966,202 2.12
1,382,343 5.00
2,305,350 7.05
761,620 8.92
2,118,023 3.28
663,629 2.79
1,498,100 5.21
2,160,051 10.94
175,990 14,29
511,781 14.29
2,702,795 18.51
242 979 15.85
522 254 12.50

5]

ASL
years

45.0
50.0
40.0
40.0
40.0

60.0
45.0
50.0
40.0

60.0
50.0
50.0
40.0
40.0
45.0
35.0
35.0
35.0
35.0
40.0

45.0
20.0
15.0
8.0
30.0
15.0
15.0
10.0
7.0
7.0
5.0
5.0
8.0

[6]
Capital
Recovery
Rate

[7]

COR

COR
Rale

%

1.82
1.71
1.83
1.26
2.06

0.89
1.39
1.17
2.28

1.68
1.95
2.29
2.49
2.57
3.563
3.35
3.06
3.14
3.37
273

2.01
5.00
7.38
10.80
3.28
3.46
5.21
10.94
14.29
14.29
18.51
15.85
12.50

%

5.0
50.0

10.0

%

0.11
1.00

0.25



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR item 148
Witness: Don Roff

Data Request:

Please explain any changes in procedures, methods or techniques used to
calculate the existing depreciation rates and those used to calculate the rates
proposed in the Depreciation Studies.

Response:

There were no changes in procedures, methods or techniques between existing
and recommended depreciation rates.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR Item 149
Witness: Don Roff

Data Request:

Provide a table summarizing separately by account the depreciation expense
changes caused by life changes, net salvage changes, and other changes.
Provide additional explanations of the "other changes."

Response:
Please see the worksheet attached hereto and labeled AG DR1-149 ATT.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR Item 150
Respondent : Chris Forsythe

Data Request:
Provide the Company’s FERC Form 2 reports for the years 2002 - 2006.

Response:
Copies of the FERC Form 2 reports for 2002-2005 have been attached and
collectively labeled AG DR1-150 ATT. The FERC Form 2 for 2006 will not be
completed until March 31, 2007. A copy of the report will be provided when the
report is complete.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR Item 151
Witness: Don Roff

Data Request:

Reconcile the plant and reserve balances used to calculate the rates in the
Depreciation Studies with the plant balances shown in the Company’s FERC Form
2 report for the same years.

Response:

There is not a FERC Form 2 created for Shared Services Plant. Please see the
worksheet attached hereto and labeled AG DR1-151 ATT for the reconciliation of
the Kentucky Plant in Service and Book Reserve balances.



ATMOS ENERGY CORPORATION
Reconciliation

Kentucky Depr. Study (Sept. 30, 2005
Depreciable Plant
Intangible Plant
Non-Depreciable Plant
Fully Depreciated Plant

Oci-05 1o Dec-05 Transactions
Additions
Retirements
Provision
Cost of Removal
RWIP
Acquisition Adjustment (Acct 115)

FERC Form 2

Plant in
Service

274,994,357
128,183
486,462

2,303,510

277,912,512

3,209,373
(267,532)

280,854,353

Response AG-1-151

Book
Reserve

120,197,983
128,183
85,620
2,332,129

122,743,915

(267,532)
2,709,782
(276,408)

(4,178,037)
3,336,783

124,068,504



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR ltem 152
Witness: Dan Meziere

Data Request:

Provide all FERC audit reports and the Company’s responses thereto during the
last 10 years.

Response:

Atmos Energy has not received any FERC audit reports.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR ltem 153
Witness: Tom Petersen

Data Request:

Provide depreciation studies submitted to FERC during the last 10 years and all
related correspondence including any approvals and disapprovals.

Response:
The company has not submitied any depreciation studies to the FERC.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR Item 154
Witness: Tom Petersen

Data Request:

Identify and provide the parameters, methods, procedures and techniques that
underlie the depreciation rates the Company uses for FERC reporting and
ratemaking versus those used for intrastate reporting and ratemaking. Also,
provide a comparison of the actual calculation of the depreciation rates used for
FERC ratemaking and reporting versus those used for intrastate ratemaking and
reporting.

Response:
The company does not report depreciation rates to the FERC.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR ltem 155
Witness: Tom Petersen

Data Request:

Provide a comparison by plant account of the annual FERC versus intrastate
depreciation rates for the last 30 years.

Response:

The company does not have and has not had depreciation rates filed with or
approved by FERC.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR ltem 156
Witness: Tom Petersen

Data Request:

Provide copies of all correspondence between the Company and the FERC
concerning any life extension plan or maintenance program, or any request to treat
retirement units or minor items of property differently than as prescribed by the
FERC USOA.

Response:
The company is not regulated by the FERC and there is no such correspondence.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR ltem 157
Respondent: Chris Forsythe

Data Request:

Provide any and all internal studies and correspondence concerning the
Company’s implementation of FASB Statement No. 143, the FERC NOPR and
Order No. 631 in RM-02-7-000, and FIN 47,

Response:

Atmos Energy’s internal studies and correspondence concerning the adoption of FASB
Statement No. 143 and FIN 47 have been attached (Case 2006-00464 AG DR 157 att 1
FIN 47 Adoption Project.doc, Case 2006-00464 AG DR 157 att2 FIN 47 ARO Reclass —
9-30-06.xIs and Case 2006-00464 AG DR 157 att 3 FIN 47 Support Schedules.pdf.)
There are no internal studies and correspondence related to FERC NOPR and Order
631 in RM-02-7-000.

FASB Statement No 143 was issued in June 2001 to address the accounting and
reporting for obligations associated with the retirement of tangible long-lived assets and
the associated retirement costs. Atmos Energy adopted FASB Statement No. 143 in
fiscal 2004. At the time of adoption, the Company had identified legal obligations with
respect to the cutting and capping of its natural gas utility mains and certain signage
located on leased properties; however, no asset retirement obligation was recorded -
because the Company could not identify when the legal obligation would be incurred.

In March 2005, the FASB issued FIN 47, which clarified the term conditional asset
retirement obligation as used in FASB Statement No. 143 and required an entity to
recognize a liability for the fair value of a conditional asset retirement obligation if the fair
value of the liability could be reasonably estimated. Atmos Energy adopted FIN 47 in
fiscal 2006 and reaffirmed that it had an asset retirement obligation with respect to the
cutting and capping of its natural gas utility mains and certain signage on leased
properties. A $15.1 million asset retirement obligation was estimated for Atmos Energy’s
natural gas utility mains. An entry to reclassify this ARO from the Company’s existing
regulatory cost of removal liability was made for financial reporting purposes only.
Therefore, this liability was not recorded in the general ledger. An ARO was not
recognized for the removal of the signage because the fair value of the associated asset
retirement obligation was considered immaterial.




Atmos Energy Corporation -
FIN 47 Adoption

FIN 47 Definition

Under FIN 47, a Conditional Asset Retirement Obligation is defined as a legal obligation
to perform an asset retirement activity in which the timing and (or) method of settlement
are conditional on a future event that may or may not be within the control of the entity.
An entity shall recognize a liability for the fair value of a conditional asset retirement
obligation if the fair value of the liability can be reasonably estimated.

An entity would have sufficient information to apply an expected present value if either
the settlement date and method of settlement have been specified or there is information
available to reasonably estimate the settlement date, the method of settlement or the
probabilities associated with the potential settlement dates and potential methods of
settlement.

A liability shall be recognized in the initial period in which sufficient information
becomes available to estimate its fair value. If the liability’s fair value cannot be
reasonably estimated, that fact and the reasons shall be disclosed.

Identifying the impact of FIN 47
Atmos established a project team consisting of representatives from the Legal, Rates,
Plant and Financial Reporting departments to determine the impact of adopting FIN 47.

Materiality was established by first determining what amount would be material to the
balance sheet. An amount material to the balance sheet was determined to be the average
of 0.5% of total assets and 0.5% of net PP&E. For individual searches for asset
retirement obligations and conditional asset retirement obligations, the project team used
a materiality threshold 1% of the amount material to the balance sheet, or $200,000.

The team reviewed FIN 47 and the EEI/AGA White Paper and detailed a three step
approach covering utility and nonutility companies to determining the impact of
adoption:

1. Divisions review for specifically identified AROs

2. Legal Department perform contract review

3. Financial Reporting review AGA adoption of FIN 47

Divisions review for specifically identified AROs

The project team met with the Vice Presidents of Technical Services for all divisions to
ensure coverage of all utility and nonutility companies. An asset retirement obligation
and conditional asset retirement obligation was defined with specific examples listed. In
addition, all divisions received a copy of the White Paper. Each VP performed a review
of their division and submitted a listing of potential AROs. The listing was evaluated by
the project team and no material individual ARO was identified, except as follows.



In select utility divisions and in Atmos Pipeline-Texas, the project team noted.an
obligation to plug storage wells upon final retirement of the wells. The project team
determined that there is not sufficient company history or industry history to reasonably
estimate the retirement date of the storage wells. The project team also noted the lack of
sufficient storage well history in peers’ FIN 47 disclosure. As such, no AROs were
recorded based on the specific search; however, the project team noted that under FIN 47,
Atmos is required to disclose that an ARO related to storage wells exists but can not be
reasonably estimated. At such time that sufficient information is obtained for each well,
an ARO will be recorded.

Legal Department perform contract review

The legal department divided the utility and nonutility contracts into four categories: 1)
city franchises, 2) easements, 3) leases, and 4) permits. A total of 240 contracts (60 per
category) were randomly selected by KPMG. No AROs were identified based on the
legal department’s review of city franchises and easements. A select number of permits
and leases reviewed contained an obligation to restore the property to the original
condition; however no settlement date was established as the removal date is not
identified in the contract/agreement and the permits/leases are renewable indefinitely. In
addition, the project team reviewed signag