JOHN N. HUGHES
ATTORNEYAT LAW
PROFESSIONAL SERVICE CORPORATION
124 WEST TODD STREET
FRANKFORT, KENTUCKY 40601

TELEPHONE: (502) 227-7270 INHUGHES@fewpb.net TELEFAX (502) 875-7059

April 13, 2007

RECEIVED

Beth O’Donnell

Executive Director APR 13 2007
Public Service Commission PUBLIC sE

211 Sower Blvd. COMMISS%IS :
Frankfort, KY 40601

Re: Atmos Energy Corporation
Case No. 2006-00464
Dear Beth:

Atmos Energy Corporation submits for filing its responses to the Attorney
General’s second data request and the Commission’s third data request. The responses
are in separate volumes. A petition for confidentiality for the response to Attorney
General’s request 65 is attached.

Additionally, updated responses to the Attorney General’s initial data request,
items 37a and 38a are being filed.

Copies of the responses have been served on the Attorney General.

mittédz/yz/% Z/

ohn N. Hughes
124 West Todd St.
Frankfort, KY 40601
Attorney for Atmos Energy Corporation
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COMMONWEALTH OF KENTUCKY
BEFORE THE HE@EWE@
KENTUCKY PUBLIC SERVICE COMMISSION  ApR 1 8 2007

PUBLIC SERVICE

COMMISSION
in the Matter of:
APPLICATION OF ATMOS ENERGY )
CORPORATION FOR AN ADJUSTMENT ) CASE NO. 2006-00464
OF GAS RATES )

PETITION FOR CONFIDENTIALITY OF INFORMATION
BEING FILED WITH KENTUCKY PUBLIC SERVICE COMMISSION
IN RESPONSE TO REQUEST 65 OF THE
ATTORNEY GENERAL'S SUPPLEMENT REQUESTS FOR INFORMATION

Atmos Energy Corporation (“Atmos”), respectfully petitions the Kentucky Public Service
Commission (“Commission”), pursuant to 807 KAR 5:001, Section 7, and all other applicable law, for
confidential treatment of the information being provided in response to DR2-65 of the Attorney General's
Supplemental Requests for Information. In support of this Petition, Atmos states as follows:

1. In its DR 2-65, the Attorney General has requested copies of any studies in the

Company's possession on the cost of fuels that compete for the company’s gas. The
Company has performed an in-house study of the relative costs to residential consumers
of utilizing electricity versus the costs of utilizing natural gas, as well as fuel oil versus
natural gas in the industrial customer market (the “Study”). The Study contains sensitive

and confidential information and is entitled to be filed confidentially.



2. KRS 61.872(1) requires information filed with the Commission to be available for public

inspection unless specifically exempted by statute. Exemptions from this requirement are

provided in KRS 61.878(1). KRS 61.878(1)(c)(1) exempts commercial information,
confidentially disclosed to the Commission which if made public would permit an unfair
commercial advantage to competitors of the party from whom the information was
obtained.

3. The information contained in the Study is highly sensitive and if publicly disclosed would
allow Atmos’ competitors (electrical utilities, for example) to gain confidential and
proprietary information contained in the Company’s internal study and analysis of the
comparative costs of burning natural gas as a fuel versus electricity. This information
would not otherwise be available to such competitors. Atmos has no corresponding right
to obtain similar information from such competitors. This information would accordingly
enable competitors to have an unfair commercial advantage.

4. The information sought to be protected is not publicly available and is not disseminated
within Atmos except to those employees with a legitimate business need to know and act
upon the information.

5. Pursuant to 807 KAR 5:001, Section 7 (3), temporary confidentiality should be maintained
until the Commission enters an order as to the Petition. Once the order regarding
confidentiality has been issued, Atmos would have twenty (20) days to seek alternative
remedies pursuant to 807 KAR 5:001, Section 7 (4).

WHEREFORE, Atmos petitions the Commission to freat as confidential the information being

provided in response to the Attorney General's DR 2-65, which information is attached hereto in a separate



volume and marked ‘CONFIDENTIAL”.

AN
Respectfully submitted this 12 day of April, 2007.

— S <A o
- // - Pty

Mark R. Hutchinson

WILSON, HUTCHINSON & POTEAT
611 Frederica Street

Owensboro, Kentucky 42301

Douglas Walther

Atmos Energy Corporation
P.0O. Box 650250

Dallas, Texas 75265

John N. Hughes
124 W. Todd Street
Frankfort, Kentucky 40601

Attorneys for Atmos Energy

VERIFICATION

|, Gary L. Smith, being duly sworn under oath state that | am Vice President — Marketing
and Regulatory Affairs for Atmos Energy Corporation’s Kentucky/Mid-States operations, and the
statements contained in the foregoing Petition are true as | verily believe.

yz,

Gary ¥/ Smith

STATE OF KENTUCKY
COUNTY OF DAVIESS

The foregoing Petition was acknowledged and verified before me Gary L. Smith, as Vice President
— Marketing and Regulatory Affairs for Atmos Energy Corporation's Kentucky/Mid-States operations,
on this the \Z *Yay of April, 2007.



Lot di

Notary Public - State of KY at Large

My Commission Expires:_September 26, 2009

CERTIFICATE OF SERVICE

| hereby certify that on the XZ:“‘"day of April, 2007, the original of this Petition, with the information
for which confidential treatment is sought contained in the attached volume marked “CONFIDENTIAL”,
together with ten (10) copies of the Petition without the confidential information, were filed with the
Kentucky Public Service Commission, 211 Sower Blvd, Frankfort, Kentucky 40602, and that a copy of this
Petition, with the information for which confidential treatment is being sought was served on the Attorney
General pursuant to a confidentiality agreement between the parties.

Mark R. Hutchinson

2006-00464\PETITION FOR CONFIDENTIALITY
OF RESPONSES TO DATA REQUESTS



Updated
April 12, 2007

Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR Item 37 a
Witness: Dan Meziere

Data Request:

With regard to the revenue statistics shown on Schedule |, sheet 2 of 3, please
provide the following information:

a. Update the schedule to include actual revenue statistics for calendar
year 2006.

Response:

a. This information is currently being prepared in connection with the 2006
Kentucky Annual Report, which will be completed on March 31, 2007.
This information will be updated once it is available.

April 12, 2007 Update - Attached is Schedule |, Sheet 2 of 3, updated to
include 2006 data.

ECEIVED

APR 1 3 2007

PUBLIC SERVICE
COMMISSION
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Updated
April 12, 2007

Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR Item 38 a
Witness: Dan Meziere

Data Request:

With regard to the sales statistics shown on Schedule |, sheet 3 of 3, please
provide the following information:

a. Update the schedule to include actual sales statistics for calendar year
20086.

Response:

a. This information is currently being prepared in connection with the 2006
Kentucky Annual Report, which will be completed on March 31, 2007.
This information will be updated once it is available.

April 12, 2007 Update - Attached is Schedule |, Sheet 3 of 3, updated to
include 2006 data.
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Atmos Energy Corporation, Kentucky

Case No. 2006-00464 o ! .
KPSC 3rd Data Request Dated March 30, 2007 APR 18 2007
DR ltem 1
Witness: Tom Petersen Pg%t&%lﬁsESF}VOIN? :

Data Request:

Refer to the response to the Staif’'s Second Request dated February 23, 2007
(“Staif's Second Request”), ltem 2. Provide the earned return on rate base, return
on capital and return on equity for Atmos’s Kentucky Division for 2000 through
2006. If necessary use appropriate assumptions to develop jurisdictional rate base
and capital.

Response:

Please see the attached schedules. The calculations are based on actual per
books amounts without adjustments for out of period or abnormal amounts or other
ratemaking adjustments. Total capital is assumed to equal total rate base.
Detailed rate base calculations and allocations are shown on the schedules. As a
result of acquisitions during this period the factor for allocating shared services
costs to the Kentucky service area has declined from 16.58% in 2000 to less than
5.6% at the end of calendar 2006 and interest rates declined from over 8% in 2000
to less than 5.5% in 2004.



Atmos Energy Corporation

Case No. 2006-00464

KPSC Staff Request 3-1

Twelve months ended December 31

Divisign 009
Gross Plant
CWIP

Accum. Depre,
CWC

M&S

Storage Gas
Prepaids
Customer Advances
DIT

Total

Division 091
Gross Plant
cwip

Accum. Depre.
CWC

M&S

Storage Gas
Prepaids
Customer Advances
DIT

Total

Allocation Factor
Allocated

Divigion 002 ( Rate Base
Gross Plant

cwiP

Accum, Depre.
CWC

M&S

Storage Gas
Prepaids

Customer Advances
DIT

Total

Allocation Factor
Allgcated

Division 012
Gross Plant
CwIP

Accum. Depre.
CWC

M&S

Storage Gas
Prepaids
Customer Advances
DIT

Total

Allocation Faclor
Allocated

Rate Base
Equity Capital
Debt Capital
Interest Expense
NOIBT

Taxable Income
Income Tax

Return on Rate Base/Capital

Retum on Equity

2000

285,694,529
5,288,353
(102,680,685)

472,384
12,258,034
473,143
(5,318,059)
(23,562,329)
122,626,370

©

3
16.06%
0

122,626,370

59.44%
72,888,197
40.56%
49,738,173
8.13%
4,043,713
19,825,431
15,781,718
0.403625
6,369,896
13,455,535
10.97%
9,411,822
12.91%

2001

244,206,384
8,464,066
{111,854,706)

56,417
19,249,838
2,494,079
(6,243,770
(24,449,319)
132,922,989

{13,300,301)

{n
(13,300,302)
1248%
(1,659,878)

131,263,111

46.07%
60,472,915
53.93%
70,790,196
1.79%
5,514,566
19,916,654
14,402,098
0.403625
5,813,047
14,103,607
10.74%
8,589,051
14.20%

2002

243,458,447
3,116,657
{112,396,790)

68,044
14,092,424
618,856
{4,798,358)
(16,118,475)
128,045,705

173,873,957
5,691,097
(70,824,707)

{198,415)

{2,305,014)
106,296,898
10.56%
11,218,616

139,264,321

49.60%
69,075,103
50.40%
70,189,218
7.73%
5,425,607
21,685,726
16,260,099
0.403625
£,562,9683
16,122,743
10.86%
9,607,117
14.04%

2003

247,245,968
4,726,561
(107,643,171)

(10,741)
20,452,972
276,181
{4,362,681)
(28,664,427)
134,020,612

171,019,623
5,200,365
(71,178,388)

3,519,283

(56,296,957)
52,263,837
10.17%
5,315,242

139,335,854

50.33%
70,127,738
49.67%
69,208,119
7.02%
4,858,410
22085412
17,227,002
0.403625
6,953,249
16,132,163
10.86%
10,273,753
14.65%

2004

266,749,049
2,134,108
(112,981,352)

46,742
31,402,495
215,715
{4,608,846)
{30,251,055)
153,306,856

177,013,598
15,426,633
(88,356,765)

6,147,534

(33,426,927)
77,804,073
4.87%
3,789,058

28,049

133,161

161,210
4.87%
7,851

167,103,765

40.50%
63,627,025
58.50%
98,476,740
5.42%
5,066,439
22,018,502
16,952,063
0.403625
6,842,276
15,176,226
9.66%
10,109,786
15.89%

2005

260,854,357
1,683,076
(120,731,721)

66,267
33,281,322
208,941
(3,818,108)
(37,115,960)
154,727,174

204,441,636
27,034,742
{102,003,945)

5,944,950

{64,187,729)
81,139,654
521%
4,227,376

321,951

321,951
5.68%
18,287

158,972,837

42.77%
67,992,682
57.23%
90,980,154
5.90%
5,367,829
18,003,127
13,635,298
0.3955
5,392,760
13,610,367
8.56%
8,242,538
12.12%

2006

280,876,904
3,573,084
(124,871,740)

{13,497)
34,040,435
272,457
(3,491,805)
(27,084,672)
172,301,146

6,908,400
104,769
{4,696,373)

(17,941)

2,081,912
4,570,767
36.7754%
1,680,918

88,137,545
9,043,123
(40,963,013)

8,238,192

(45,003,886)
18,451,961

5.20%
959,502

148,586,503
(62,147)
(74,842,310)

246,678

73,928,804
5.60%
4,140,013

179,081,579

46.81%
83,828,087
53,19%
95,263,492
6.06%
5,772,362
13,330,259
7,557,897
0.3855
2,889,148
10,341,111
571%
4,568,749
5.45%



Atmos Energy Corporation

Case No. 2006-00464

KPSC Staff Request 3-1

Notes

O&M and net operating income before tax from monthly reports

Capital structure and debt cost from consolidated equity and long-term debt balances

Rate Base:
Gross plant from accounts 101, 102 and 106
CWIP from account 107
Accumulated depreciation from accounts 108 and 111
CWC is 1/8th O&M
M&S from account 154 and 163 (for rate division 09 only)
Storage Gas from Accounts164.1, 174 sub 27387 and 242 sub 27384
Prepaids form account 165
Customer advances from account 252 (for rate division 09 only)
DIT from account 190, 282 and 283.
Allocations do not include rate division 091 prior to fiscal 2007



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
KPSC 3rd Data Request Dated March 30, 2007
DR ltem 2
Witness: Gary Smith

Data Request:

Refer to the response to the Staff’s Second Request, ltem 4. Regarding the loss of
customers as noted in response to ltem 4(a), explain whether the general
population in the regions served by Atmos’s Kentucky Division has declined,
increased or remained the same over this period of time according to the University
of Louisville.

Response:

According to research conducted to respond to this data request, the population of
the regions served by Atmos Energy in Kentucky has increased during the period
from 2000 to 2005. Population estimates provided by the University of Louisville’s
(U of L) State Data Center indicate that the incorporated cities Atmos Energy
serves have grown from 361,809 to 367,054 (or 1.4%) between April 2000 and
July 2005. According to U of L, 2006 city estimates will not be released until July
2007. During the same period, county population estimates by U of L indicate that
the counties Atmos Energy serves grew from 907,411 to 933,082 (or 2.8%).

Also, the Company has provided projections of the number of households in the
counties it serves. Notably, the U of L Urban Studies Institute data indicates that
the number of households has grown by 3.7% during the same period cited above;
which underscores that fewer persons, on average, occupy each household. This
affects utilities, which could, in some cases, extend service to more homes
although their population in the area remains static.

The University of Louisville’s State Data Center city and county estimates, along
with household projections, are provided as Attachment KPSC DR 3-2, Sheets 1-3.
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Atmos Energy Corporation, Kentucky
Case No. 2006-00464
KPSC 3rd Data Request Dated March 30, 2007
DR ltem 3
Witness: Gary Smith

Data Request:
‘ Refer to the response to the Staff's Second Request, ltems 6(a) and 6(b).

a.

Does the National Oceanic and Atmospheric Administration (“NOAA”) publish
annual data on normal billing cycle heating degree days (“NDD”)? Explain
the response.

Did Atmos rely solely on information available from the NOAA Web site to
inquire about NDD data? Explain the response.

Did Atmos contact any NOAA office to determine whether annual NDD data
was available for Atmos’s use in the preparation of this rate case? Explain
the response.

Was Atmos aware that in Case No. 2005-000421 NOAA NDD data was
presented for periods other than the 30-year NOAA reports? Explain the
response.

Was Atmos aware that in Case No. 2005-00042 the Commission approved a
weather normalization adjustment that was based on NOAA NDD data for the
period 1980-20047 Explain the response.

Response:

a.

Atmos Energy believes that the selection of the basis period for normal
heating degree days (NDDs) does not materially affect its revenues on a
going-forward basis, conditioned that the same NDD basis is utilized for its
WNA (Weather Normalization Adjustment) mechanism and for the
determination of distribution commodity rates from the revenue requirement
to be set in this Case. The Company’s WNA mechanism has historically
referenced the 30 year NDD data published by NOAA. Therefore, the most
recently published data set available from NOAA (1971-2000) was used in
preparation for this rate case. The Company also believes that the NOAA 30-
year NDD reports provide greater statistical reliability than other periods.

NOAA publishes a wide variety of weather related data. In fact, since the last
rate case Atmos Energy filed in Kentucky in 1999, NOAA has significantly
increased the amount of data available to the public. Recognizing that NOAA
continues to improve the quality and availability of heating degree day data,
Atmos Energy would consider the use of alternative time frames both for
purposes of weather-adjusting billing determinants in this case and its WNA
mechanism. Nevertheless, in direct consultation with NOAA meteorologist
Mr. Scott Stevens it was confirmed that NOAA does not publish annual NDD
data. Mr. Stevens confirmed that “NDD data is only published by NOAA on a
decadal basis,” and that the next publication will be for the 1981-2010



timeframe. Mr. Stevens also clarified that the ‘Dynamic Normals Tool
available on the NOAA website would more appropriately be titled the
‘Dynamic Averages Tool, as the data available through this tool past
December 2000 is not normalized data. As indicated in the response to the
KPSC’s Second Data Request, ltems 6(a) and 6(b), the 30 year NDD data
from NOAA goes through an exiensive series of validations, analysis and
smoothing, which we believe improves its quality and usefulness for purposes
of this rate filing and for billing purposes through our WNA mechanism.

. In addition to utilizing web related resources in responding to the KPSC'’s
Second Data Request, ltems 6(a) and 6(b), Atmos Energy’s personnel most
familiar with NOAA data were consulted. In both cases, the indication was
that NOAA only publishes 30 year NDDs at the end of each decade. We
monitor and obtain data on weather for 12 states on an on-going basis. That
familiarity, and the availability of search tools and customer self service on
the NOAA web site led us to utilize the web site for purposes of responding to
the KPSC’s Second Date Request.

. Atmos Energy did not contact a NOAA office to determine if annual NDD data
was available for use in preparation of this rate case. However, the Company
has subsequently contacted NOAA to respond to subpart (a) of this daia
request.

. Atmos Energy was not aware of the specifics of Case No. 2005-00042.
However, an awareness of this case would not have materially affected the
Company’s proposal in this Case for the reasons highlighted in subpart (a) of
this data request response.

. Atmos Energy was not aware of the specifics of Case No. 2005-00042.
However, an awareness of this case would not have materially affected the
Company’s proposal in this Case for the reasons highlighted in subpart (a) of
this data request response.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
KPSC 3rd Data Request Dated March 30, 2007
DR ltem 4
Witness: Gary Smith

Data Request:

Refer to the response to the Staff's Second Request, ltem 7, where Atmos states
that the Customer Rate Stabilization (“CRS”) mechanism “[w]ould equally benefit
both rate payer and Company by reducing the periodic ‘risk’ of under or over
recovery of costs.” Is the witness or Atmos aware of any previous Orders of this
Commission for Atmos’s Kentucky Division or Western Kentucky Gas or for any
other Kentucky jurisdictional utility that guaranteed or reduced the risk of attaining
a certain earnings level?

Response:

As stated in the responses to KPSC DR 2-56(i), KPSC DR 2-60(b) and KPSC 3-
21, the Company is familiar with the objectives of Rate Stabilization mechanisms,
first hand, in Mississippi and Louisiana. Further, the Company is aware of similar
mechanisms included in updates provided by the American Gas Association
whose report in December 2006 stated that Rate Stabilization mechanisms exist in
5 States for 11 gas utilities.

In regard to Kentucky, the Company is also aware of an Earnings Sharing
Mechanism (ESM) which was approved by this Commission for Louisville Gas and
Electric (LG&E) in Cases 98-426 and 98-474, by Orders dated January 7, 2000.
Atmos Energy became aware of the LG&E ESM through data requests from
Commission Staff in Atmos Energy’s Case No. 2003-00305 dated October 8, 2003.
In order to respond to the Staffs questions in that matter, Atmos Energy reviewed
the general nature of the LG&E ESM. ESMs, as described in the Order, are a form
of comprehensive alternative regulation. In that Order, the Commission found the
benefits of that mechanism are:

« An ESM “can extend the time period during which the company can
operate without regulatory intervention, meaning that the filing of rate cases
can be delayed.”

e Through an ESM, utilities are also able to forego the added expense and
effort of being subjected to a traditional rate proceeding.

+ The mechanism automatically adjusts a utility's approved rates when its
earned rate of return falls outside a pre-established range for a specified
time period.

The Company did not further review the LG&E ESM or whether other revenue
stabilization mechanisms had been approved for any other utilities in Kentucky.

The important point about the ESM is that it demonstrates that the Commission is
willing to consider alternative ratemaking mechanisms such as the one proposed
by the Company in this proceeding.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
KPSC 3rd Data Request Dated March 30, 2007
DR ltem 5
Witness: Gary Smith

Data Request:

If the Commission agrees that Atmos should be guaranieed the earnings level
established at the conclusion of this case, explain why Atmos should be allowed to
continue to update the period based on 6 months of data?

Response:

As indicated in the response to AG DR 2-60, the Company’s achievement of its
authorized return will not be guaranteed by the CRS mechanism. The proposal to
update capital expenditures for the Rate Effective period is simply designed to
ensure rates reflect, as accurately as possible, the capital costs to be incurred
during that period. The Company proposed to use “six months” of capital
expenditures as a surrogate for a 13-month average of prospective capital costs.
Please also refer to the Company’s response to AG DR 1-83.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
KPSC 3rd Data Request Dated March 30, 2007
DR Item 6
Witness: Tom Petersen

Data Request:
Refer to the response to the Staff’'s Second Request, Item 11(c).

a.

In the response is the statement, “All prepayments including prepayments of
PSC assessments represent investment required to provide utility service.”
Explain in detail what “investment” the PSC assessment represents and how
it is necessary in the provision of utility service.

In the response is the statement, “The Company has not reviewed any other
utilities cases in Kentucky related to this matter.” Explain in detail why Atmos
did not undertake such a review in the preparation of this rate case.

Was Atmos aware that since 1990 the Commission has denied the inclusion
of the PSC Assessment as a prepayment in eight rate cases involving The
Union Light, Heat and Power Company, the Kentucky Utilities Company, the
Louisville Gas and Electric Company, and Delta Natural Gas Company?

Would Atmos agree that in Case No. 1999-00070° it was questioned as 1o
why it should be allowed to earn a return on the PSC Assessment?

Response:
a.

Prepayments represent cash disbursements made in advance of the
period to which they apply. Payment of the PSC assessment is
necessary to provide utility service in Kentucky. Therefore, payment of
the PSC assessment in advance of the applicable period is an investment
necessary to provide utility service.

The company has not been in the practice of routinely reviewing the
details of other utilities cases and has not invested in a staff to perform
such reviews in all twelve states that the company serves.

No.

The company accepts staff’s assertion that it asked such a question in the
course of discovery in that case. The company has not searched through
the files from that case to verify that such a question was asked.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
KPSC 3rd Data Request Dated March 30, 2007
DR ltem 7
Witness: Greg Waller

Data Request:
Refer to the response to the Staff's Second Request, Item 12, Attachment 4, the
CMR Budget Details for the period September 2006, pages 1 through 16 of 16.
Provide a summary of the Current Year-to-Date Actual and Current Year-to-Date
Budget information for September 2006, using Format 7, attached to this request.
In addition, using the totals from the two summaries, prepare an actual versus
budget cost analysis by cost category.

Response:
Please see the attachment labeled KPSC DR 3-7 ATT.
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Atmos Energy Corporation, Kentucky
Case No. 2006-00464
KPSC 3rd Data Request Dated March 30, 2007
DR item 8
Witness: Greg Waller

Data Request:
Refer to the response to the Staff's Second Request, ltem 14.

a.
b.
c.

What is the status of Atmos’s appeal of its 2006 property tax assessment?
When does Atmos expect the 2006 property tax assessment will be finalized?

Using an average factor based on the ratio of the settled value to the initial
value shown in the response, provide an estimate of the 2006 settled value
and calculate the corresponding taxes to be paid for 2006. Include all
assumptions used to determine the taxes to be paid.

Response:

a.

The Company is still working and negotiating with the Department of Revenue
(DOR) on an acceptable value. The DOR has offered a settlement which falls
in line with the Company’s proposed assessment. The Company and DOR are
working on the final stage, which is an allocation to Real Property, Personal
Property, and Inventory.

The Company hopes this process will be complete by May 1, 2007.

Using the last five years reduction average of 20%, the Company’s total 2006
assessment would be $269,000,000 with an estimated tax burden of
$3,081,000. Since the Company has an offer from the DOR which is very close
to its initial proposal, it is more accurate to use the DOR offer for the
assessment and tax estimation on the 2006 property taxes. Please see below
for this calculation (using appropriate state tax rates and an effective local rate
of .009327%)

Real Estate Assessment (Rate of .00128%) 125,505,934
Personal Property Assessment (Rate of .0045%) 52,543,907
Inventory Assessment (Rate of .0005%) 58,450,159

Total DOR Proosal

236,500 000

S e

State Tax Payment [ 406, 320
Local Ad Valorem Tax Payments 2,205,927
Total Estimated 2006 Ad Valorem Taxes 2,632,247




Atmos Energy Corporation, Kentucky
Case No. 2006-00464
KPSC 3rd Data Request Dated March 30, 2007
DR ltem 9
Witness: Rad Cook

Data Request:
Refer to the response to the Staff’s Second Request, item 15.

a.

b.

Explain the difference between “growth” and “non-growth” capital
expenditures.

Using the data for total Kentucky operations only by fiscal year as shown in
KPSC DR2-15 ATT, calculate the percentage over- or under-budget for each
fiscal year.

Based upon the percentages calculated in part (b) above, explain how the
Commission can place any reliance on the accuracy of the capital
expenditure levels forecasted by Atmos for the Kentucky operations in either
the base or forecasted test periods.

Response:

a.

Growth —

Growth projects are revenue-producing investments for which we can identify
a stream of revenues, cash flow, return, payback and other standard
investment criteria. These projects are for brand new distribution or
transmission installations, including new main or service lines.

Non-Growth -

Non-growth capital expenditures involve system integrity, equipment,
structures, pipeline integrity, system maintenance and reliability projects
which are evaluated on a cost/benefit basis, non-producing revenue. Annual
non-growth capital expenditures should be below the level of depreciation.

System Integrity — System Integrity projects are for replacements or
compliance of the distribution or transmission systems, fixing leaks or
replacing bare steel pipe. System Integrity projecis will have both installation
and retirement tasks.

System Improvements — System Improvements projects are the upgrading of
the distribution or fransmission systems, improvement of a regulator station.
These projects may have both installation and retirement tasks.



Public Improvements — Public Improvements projects are projects created to
make changes in the distribution or transmission systems at the request from
an outside source such as moving mains for road projects. Public
Improvements projects usually include the reimbursement task in addition to
installation and/or retirement tasks. Finally, there are also a number of
projects we must fund over which we have little control as to timing and cost,
such as public works projects and highway relocations.

Equipment/Siructures — Equipment/Structures projects are for the purchase
and retirement of equipment, tools and improvement to offices. They can
also include the purchase and retirement of office equipment except for
computer equipment.

Vehicles — Vehicle projects are used for the purchase and/or retirement of
vehicles.

Information Technology (IT) — Information Technology projects are used for
the purchase and retirement of computer equipment, mobile data terminals,
software and/or applications.

Percentage over- or under-budget for each fiscal year.

Fiscal Actual Budgeted Over/(Under) Variance
Year Dollars Dollars Budget, $’s (%)
2006 16,645,007 14,185,245 2,495,762 17.3
2005 17,525,670 14,571,690 2,953,980 20.3
2004 20,902,147 18,550,753 2,351,394 12.7
2003 18,213,227 18,702,001 (488,774) (2.62)
2002 18,188,126 15,326,768 2,861,358 18.6




c. As discussed more particularly in (a) above, the Company's capital
expenditures fall into one of two categories - growth or non-growth projects.
It is the Company's objective to maintain a safe and reliable system. One
way that the Company does this is to replace the portions of the system
infrastructure at the appropriate time in order to maintain that safety and
reliability. It is also the Company's objective to provide new or expanded
service to customers that request gas service. The Company's capital
budgeting process captures most of these necessary costs, however, the
Company consistently budgets capital expenditures conservatively. The
process of capital budgeting is not a perfect projection because it is
dependant upon numerous factors that can dramatically affect capital project
expenditures, particularly construction. Examples include increases in the
cost of steel and plastic materials, increases in the number of leak repairs,
unforeseen working conditions, increases in contractor costs, schedule
changes in public (DOT) improvement projects, and additional growth
opportunities. The calculations made in response to (b) above indicate that
the Company's capital expenditure budget is generally lower than actual
capital expenditures made during the budget period. The logical conclusion
is that the capital expenditure levels forecasted by Atmos for the Kentucky
operations in this case are in fact conservative and as such understate the’
level of investment utilized to develop the Company's revenue requirement in
this case. By utilizing the capital budget to forecast levels of investment the
Company has proposed a conservative projected level of investment and the
KPSC staff should be assured that the level of investment included in the
filing is conservatively low.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
KPSC 3rd Data Request Dated March 30, 2007
DR ltem 10
Witness: Rad Cook

Data Request:

Refer to the response to the Staff's Second Request, ltem 16, KPSC DR2- 16b
ATT, pages 1 through 24 of 24.

a. For each fiscal year included in the response, provide the total of all “Specific”
projects’ “Total Actual Project Costs,” “Total P&N Cost Estimate,” and
“Variance in Dollars.”

b. For each fiscal year included in the response, provide the total of all
“Functional” projects “Total Actual Project Costs.”

Response:

In preparing the response for this Data Request, it was determined that several
functional projects in Fiscal Year 2005 had been incorrectly classified as specific
projects in the original response to the Staff's Second Request, ltem 16, KPSC DR
2-16b ATT, pages 1 through 24 of 24. As such, this attachment is being
resubmitted with this response to Staff's Third Request, Item 10 (KPSC DR 3-10
ATT).

a. The following table includes the totals for specific projects by fiscal year of the
actual project cost, the P&N cost estimate, and the variance. This summary is for
charges incurred during the referenced fiscal year. The variance is reflective of
only those projects that were specifically budgeted within the fiscal year, and
therefore can not be expected to relate mathematically to the difference between
the actual project cost and P&N cost estimate.

Specific Projects 2004 2005 2006

Actual Project Costs in FY $8,034,781 $3,864,733 $5,268,872
P&N Cost Estimate $9,661,946 | $13,425,057 $7,412,817
Variance $101,461 $(492,444) $2,143,945

b. The following table includes a summary of charges incurred by fiscal year for

functional projects.

Functional Projects

2004

2005

2006

Actual Project Costs in FY

$12,690,110

$11,704,752

$9,803,040
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