
September 19, 2016 

Talina R. Mathews 
Executive Director 
Public Service Commission 
211 Sower Blvd. 
Frankfort, KY 40601 

RE: Case No. 2016~00262 

Dear Ms. Mathews, 

Atmos Energy Corporation submits for filing the Company's responses to the Commission 
Staff's first set of informational requests dated September 9, 2016 in the above referenced case. 

Please feel free to contact me at 270.685.8024 if you have any questions and/or need any 
additional information. 

Sincerely, 

Mark A. Martin 
Vice President - Rates & Regulatory Affairs 

Enclosures 

cc: Randy Hutchinson 
Eric Wilen 

Atmos Energy Corporation 

3275 Highland Pointe Drive, Owensboro, KY 42303-7835 

p 270-685-8000 F 270-689-2076 atmosenergy.com 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

ELECTRONIC APPLICATION OF 
ATMOS ENERGY CORPORATION 
FOR PRP RIDER RATES 

) 
) 
) 

Case No. 2016-00262 

AFFIDAVIT 

The Af:fiant. Mark A. Martin, being duly sworn; deposes and states that the attached 
responses to Commission Staffs first request for information are true and co11·ect to the best of his 
knowledge and belief: 

STATE OF KENTUCKY 
COUNTY OF DAVIESS 

SUBSCRIBED AND SWORN to before me by Mark A. Martin on this the 14th day of 
September, 2016. 

PEARLAfilN SIMON 
NOTARY PUBLIC 

KENTUCKY, STATE AT LARGE 
MY COMMISSION EXPIRES 09·26·17 

NOTARY ID 496385 

~~~~ 
Notary Public - State of KY at Large 

My Commission Expires: Sept. 26, 2017 

Notary ID: 496385 
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REQUEST: 

Case No. 2016-00262 
Atmos Energy Corporation, Kentucky Division 

Staff RFI Set No. 1 
Question No. 1-01 

Page 1of1 

Refer to the Application, Exhibit 8-1. Explain what led to project retirements' being 
approximately 42 percent greater than originally filed. 

RESPONSE: 

One driver for the variance is the difference between the estimated and actual average 
retirement cost of a service. The actual amount of the distribution asset that is retired is an 
automated calculation in the Company's fixed asset system (PowerPlant) and is based on 
data related to the available asset pool at the time the asset is retired. We estimated 
approximately $687 .00 for the average retirement cost of a service in the 2015 PRP filing. 
The actual average retirement cost per service was $1,322. The Company will update its 
estimate for per unit retirement costs in future PRP filings. 

A second driver of the variance was an increase in the total number of actual services 
retired compared to the number budgeted. This was due to several factors including timing 
of work completed and scope changes that occur in the normal course of business. 

Respondent: Mark Martin 
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REQUEST: 

Case No. 2016-00262 
Atmos Energy Corporation, Kentucky Division 

Staff RFI Set No. 1 
Question No. 1-02 

Page 1of1 

Refer to the Application, Exhibit B-1, and to Case No. 2014-00274,1 the response to 
Commission Staffs First Request for Information, Item 3, Exhibit B. Exhibit B-1 in the instant 
case lists an as-filed tax factor of 60.70 percent Exhibit B from Case No. 2014-00274 lists 
the tax factor as 61.100 percent. State which tax factor should be used for the true-up in 
the instant case and provide any revisions to the pending Application if necessary. 

RESPONSE: 

The 61.100% represents the calculation in the original filing as submitted by the Company 
as Attachment 1 in response to Commission Staff's First Request for Information, Item 3, 
Exhibit B in Case No. 2014-00274. The Company updated the response to correctly 
account for the Public Service Commission Assessment and Uncollectible Accounts 
Expense in the Gross Revenue Conversion Factor, and this updated version was filed by 
the Company as Attachment 2 to Commission Staff's First Request for Information, Item 3, 
Exhibit B. This updated version lists the tax factor as 60. 70% and is the tax factor that 
should be used for the true-up in the instant case. 

Respondent: Mark Martin 
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Case No. 2016-00262 
Atmos Energy Corporation, Kentucky Division 

Staff RFI Set No. 1 
Question No. 1-03 

Page 1of1 

REQUEST: 

Refer to the Application, Exhibit F, Deferred Income Tax Calculation. 

a. State whether bonus depreciation was utilized tor determining the amount of 
accumulated deferred income tax. 

b. State whether Atmos will utilize bonus depreciation for income tax purposes for its 
fiscal year ending in 2017. 

c. If the response to Item a. above is negative and the response to Item b. is 
affirmative, provide updates to all affected exhibits in the application reflecting the 
impact of bonus depreciation on accumulated deferred income taxes. 

RESPONSE: 

a. The Company utilized bonus depreciation as a component of its forecast for ADIT in 
this filing for its fiscal year 2017 (which includes parts of calendar years 2016 and 
2017) consistent with current federal law as well as the Company's books and 
records and tax filings. 

b. Please see the response to subpart (a). 

c. Not applicable. 

Respondent: Mark Martin 
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Case No. 2016-00262 
Atmos Energy Corporation, Kentucky Division 

Staff RFI Set No. 1 
Question No. 1-04 

Page 1 of 1 

REQUEST: 

Refer to the Application, Exhibit F-1. Refer to the Tax Rates schedule at the bottom of the 
exhibit. Provide an explanation that includes a schedule detailing how the ad valorem tax 
rate was determined. 

RESPONSE: 

The ad valorem rate was calculated by using the Company's approved 2013 rate case base 
period ad valorem accrual for its Kentucky division (on Schedule C.2.3 B) divided by the 
base period plant in service (on Schedule B.1 B) in Case No. 2013-00148. The Company 
utilized the rate from Case No. 2013-00148 due to the fact that Case No. 2015-00343 was 
not complete at the time the Company made this Application. 

Should the Commission choose to utilize the amounts from Case No. 2015-00343, the 
updated ad valorem rate is 0.981 %. Please see the calculation of the rate below. 
Attachment 1 shows the updated revenue requirement with the new ad valorem rate in the 
instant case. 

Ad Valorem Accrual 
Base Period Plant in Service 
Ad Valorem Rate 

AJTACHMENT: 

$5,067,056 
$516,683,027 

0.981% 

Source 
Schedule C.2.3 B 
Schedule B.1 B 

ATTACHMENT 1 -Atmos Energy Corporation, Staff_ 1-04_Att1 -2017 KY PRP Model Final 
with updated Ad Valorem, 18 Pages. 

Respondent: Mark Martin 



CASE NO. 2016-00262 
ATTACHMENT 1 
TO STAFF DR NO. 1-04 

Line 
Number 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

ATMOS ENERGY CORPORATION 
KENTUCKY PIPE REPLACEMENT PROGRAM 

SURCHARGE CALCULATION OF FORECASTED ACTIVITY 
AS OF OCTOBER 2016 THROUGH SEPTEMBER 2017 

SURCHARGE SUMMARY 

Tariff Schedule 

RESIDENTIAL (Rate G-1) 
NON-RESIDENTIAL (Rate G-1) 
INTERRUPTIBLE (Rate G-2) 

Sales: 1-15,000 

Sales: Over 15,000 

TRANSPORTATION (T-3) 
Interrupt Transport: 1-15,000 

Interrupt Transport: Over 15,000 

TRANSPORTATION (T-4) 
Finn Transport: 1-300 

Firm Transport: 301-15,000 

Firm Transport: Over 15,000 

Exhibit A 

Customer Volumetric 
Charge Charge 

$ 1.57 0.0000 

$ 5.27 0.0000 

$ 18.46 

0.0593 

0.0447 

$ 23.18 

0.0534 

0.0403 

$ 21.62 

0.0899 

0.0557 

0.0434 



Exhibit B 

ATMOS ENERGY CORPORATION 
KENTUCKY PIPE REPLACEMENT PROGRAM 

SURCHARGE CALCULATION OF FORECASTED ACTIVITY 
AS OF OCTOBER 2016 THROUGH SEPTEMBER 2017 

DEFICIENCY 

Line 
Number Description Total 

1 Project Additions $ 38,125,863 
2 Project Retirements (3,653,860) 
3 Net Change to Gross Plant $ 34,472,003 
4 
5 Cost of Removal to Accumulated Depr. $ 1,607,031 
6 Retirements from Accumulated Depr. 3,653,860 
7 Depreciation Accrual to Accumulated Depr. (389,200) 
8 Net Change to Accumulated Depreciation 4,871,692 
9 
10 Net Change to Net Plant $ 39,343,695 
11 
12 Accumulated Deferred Income Taxes (1, 170,849) 
13 Net Change to Rate Base $ 38, 172,846 
14 
15 Rate of Return 7.71% 
16 Required Operating Income $ 2,943,039 
17 
18 Depreciation & Amortization Expense 389,200 
19 O&M Savings (22,954) 
20 Ad Valorem Tax Increase 338,063 
21 Income Taxes on Cost of Service Items (273,976) 
22 Income Taxes on Adjusted Interest Expense (429,454) 
23 Operating Income at Present Rates $ 879 
24 
25 Deficiency $ 2,943,919 
26 Tax Factor 60.70% 
27 Total Proposed Rate Adjustment $ 4,850,316 
28 
29 Project Cost True-up $ 10,441 
30 Revenue Recovery True-up $ 151,991 
31 Total True-up $ 162,432 
32 
33 Total Rate Adjustment Plus True-up $ 5,012,748 
34 



Exhibit B-1 

ATMOS ENERGY CORPORATION 
KENTUCKY PIPE REPLACEMENT PROGRAM 

SURCHARGE CALCULATION OF FORECASTED ACTIVITY 
AS OF OCTOBER 2014 THROUGH SEPTEMBER 2015 

DEFICIENCY 

Line 
Number Description Actuals As Filed 

1 Project Additions $ 36,157,899 $ 36,024,876 
2 Project Retirements (5,350, 183) (3, 770,848} 
3 Net Change to Gross Plant $ 30,807,716 $ 32,254,027 
4 
5 Cost of Removal to Accumulated Depr. 768,542 234,920 
6 Retirements from Accumulated Depr. 5,350, 183 3,770,848 
7 Depreciation Accrual to Accumulated Depr. (415,609) (445,499) 
8 Net Change to Accumulated Depreciation 5,703,116 3,560,269 
9 
10 · Net Change to Net Plant $ 36,510,832 $ 35,814,297 
11 
12 Accumulated Deferred Income Taxes (1, 100,653) (431,865) 
13 Net Change to Rate Base $ 35,410, 179 $ 35,382,432 
14 
15 Rate of Return 7.71% 7.71% 
16 Required Operating Income $ 2,730,044 $ 2,727,905 
17 
18 Depreciation & Amortization Expense 415,609 445,499 
19 O&M Savings (18,145) (18, 145) 
20 Ad Valorem Tax Increase 269,568 246,840 
21 Income Taxes on Cost of Service Items (259,475) (262,261) 
22 Income Taxes on Adjusted Interest Expense {389,488) (398,061} 
23 Operating Income at Present Rates $ 18,068 $ 13,871 
24 
25 Deficiency $ 2,748,112 $ 2,741,776 
26 Tax Factor 60.70% 60.70% 
27 Total Proposed Rate Adjustment $ 4,527,711 $ 4,517,270 
28 
29 2014 approved deficiency $ 4,381,785 $ 4,381,785 
30 
31 Increase in deficiency $ 145,925 $ 135,484 $ 10,441 



Line 
No. 

1 
2 

ATMOS ENERGY CORPORATION 
KENTUCKY PIPE REPLACEMENT PROGRAM 

SURCHARGE CALCULATION OF FORCASTED ACTIVITY 

Surcharge 
Report 
2015 

RECOVERY SCHEDULE 

Actual Recovery Year 
Oct-14 Sep-15 

Approved 
Recovery Amt 

4,381,785 

Actual Recovery 
Amt 
4,240,674 

Over I (Under) Carrying Total Over I 
Recovered Charges (Under) 

_{1_41,111) (10,879) (151,991) 
$ 4,381,785 $ 4,240,674 $ (141,111) $ (10,879) $ (151,991) 

ExhibitB-2 

Weighted 
Average Cost 

of Capital 
7.71% 



Line 
Number 

1 
4 
5 

ATMOS ENERGY CORPORATION 
KENTUCKY PIPE REPLACEMENT PROGRAM 

SURCHARGE CALCULATION OF FORECASTED ACTIVITY 
AS OF OCTOBER 2016 THROUGH SEPTEMBER 2017 

ADDITIONS 

Description Mains Services Meters 

Current Year: 2017 31,905,306 5,949,044 271,513 

Total Additions $ 31,905,306 $ 5,949,044 $ 271,513 

Exhibit C 

Total 

38,125,863 

$ 38,125,863 



Line 
Number 

4 
5 

ATMOS ENERGY CORPORATION 
KENTUCKY PIPE REPLACEMENT PROGRAM 

SURCHARGE CALCULATION OF FORECASTED ACTIVITY 
AS OF OCTOBER 2016 THROUGH SEPTEMBER 2017 

RETIREMENTS 

Description Mains Services Meters 

Current Year: 2017 $1,284,082 2,197,532 172,245 

Total Retirements $ 1,284,082 $ 2,197,532 $ 172,245 

Exhibit D 

Total 

3,653,860 

$ 3,653,860 



Line 
Number 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 

ATMOS ENERGY CORPORATION 
KENTUCKY PIPE REPLACEMENT PROGRAM 

SURCHARGE CALCULATION OF FORECASTED ACTIVITY 
AS OF OCTOBER 2016 THROUGH SEPTEMBER 2017 

DEPRECIA TJON EXPENSE 

Description Mains Services 

Net Change to Gross Plant $ 30,621,224 $ 3,751,512 $ 
Depreciation Rates 2.09% 3.47% 
Proforma Annual Depreciation Expense $ 639,984 $ 130,177 $ 

Current Year Change to Net Plant $ 30,621,224 $ 3,751,512 $ 
Depreciation Rates 2.09% 3.47% 
Proforma Annual Depreciation Expense $ 639,984 $ 130,177 $ 

Depreciation Accrual to Accumulated Depreciation from Prior Approved Filing 
Accumulated Depreciation on Prior Additions (full years depreciation) 
Accumulated Depreciation on Current Additions (half-year convention) 

Depreciation Accrual to Accumulated Depreciation 

Exhibit E 

Meters Total 

99,268 
8.30% 
8,239 $ 778,400 

99,268 
8.30% 
8,239 $ 778,400 

$ 

389,200 

$ 389,200 
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Line 

Number 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 
35 
36 
37 
38 

ATMOS ENERGY CORPORATION 
KENTUCKY PIPE REPLACEMENT PROGRAM 

SURCHARGE CALCULATION OF FORECASTED ACTIVITY 

AS OF OCTOBER 2016 THROUGH SEPTEMBER 2017 

DEFERRED INCOME TAXES 

Description Mains Services 

Net Change to Gross Plant - Book 2017 $ 30,621,224 $ 3,751,512 $ 

Repairs Percentage 26.57% 14.65% 

Less: Repairs $ (8, 135,947) $ (549,748) $ 

Tax Basis Before Bonus $ 22,485,276 $ 3,201,764 $ 

Bonus Depreciation % 80.90% 80.01% 

Bonus Depreciation $ (9,095, 164) $ {l,280,862) $ 

Tax Basis $ 13,390,113 $ 1,920,902 $ 

FXAOl - Gross $ (17,231,111) $ (1,830,610) $ 

Deferred Rate 36.50% 36.50% 

FXAOl - Tax Effected $ (6,289,355) $ (668,173) $ 

Book Depreciation $ 319,992 $ 65,089 $ 

Tax Depreciation $ 669,506 $ 72,034 $ 

FXA02 - Gross $ 349,514 $ 6,945 $ 

Deferred Rate 36.50% 36.50% 

FXA02 - Tax Effected $ 127,573 $ 2,535 $ 

Calculation of Tax Depreciation 

Tax Basis $ 13,390,I 13 $ 1,920,902 $ 

Tax Depreciation Rates - Year I 5.00% 3.75% 

Tax Depreciation 2017 $ 669,506 $ 72,034 $ 

Tax Rates 

Ad Valorem Tax Rate 0.981% 

Income Tax Rate 38.900% 

State Tax Rate 6.00% 
Federal Tax Rate 35.00% 
Uncollectible accounts expense 0.50% 
PSC Assessment 0.16% 
Gross Up Factor 1.6476 

Exhibit F-1 

Meters Total 

99,268 $ 34,472,003 

14.65% 

(14,547) $ (8,700,242) 

84,721 $ 25,771,761 

80.01% 

(33,892) $ (I0,409,918) 

50,828 $ 15,361,843 

(48,439) $ (19,110,160) 

36.50% 

(17,680) $ (6,975,208) 

4,120 $ 389,200 

1,906 $ 743,446 

(2,214) $ 354,245 

36.50% 

(808) $ 129,300 

50,828 $ 15,361,843 

3.75% 

1,906 $ 743,446 



Line 
Number 

1 
2 
3 
4 

ATMOS ENERGY CORPORATION 
KENTUCKY PIPE REPLACEMENT PROGRAM 

SURCHARGE CALCULATION OF FORECASTED ACTIVITY 
AS OF OCTOBER 2016 THROUGH SEPTEMBER 2017 

RATE OF RETURN 

Description Percent Cost 

ST Debt 5.2% 1.25% 
LT Debt 45.7% 6.19% 
Equity 49.2% 9.80% 

100.0% 

Exhibit G 

Weighted 
Cost 

0.06% 
2.83% 
4.82% 
7.71% 



ATMOS ENERGY CORPORATION 
KENTUCKY PIPE REPLACEMENT PROGRAM 

SURCHARGE CALCULATION OF FORECASTED ACTIVITY 
AS OF OCTOBER 2016 THROUGH SEPTEMBER 2017 

O&MSAVINGS 

Line 
Number Description 

Annual 
Savings 

Cumulatlve 
Savings 

1 First year 2017 savings $ 22,954 $ 22,954 

Exhibit H 



Line 
Number 

35 
36 
37 

Case 2015-00343 

Class of Customers Rate Total 
RESIDENTIAL !Rate G-1) 
FIRM BILLS $17.50 1,865,637 
Sales: 1-300 1.5340 10,286,921 
Sales: 301-15000 0.9500 0 
Sales: Over 15000 0.7400 0 
CLASS TOTAL (Mc£'month) !0,286,921 

NON-RESIDENTIAL (Rate G-1) 
FIRM BILLS 44.50 228,871 
Sales: 1-300 1.5340 5,556,242 
Sales: 301-15000 0.9500 1,227,661 
Sales: Over 15000 0.7400 0 
CLASS TOTAL fMcti'monthl 6 783,903 

INTERRUPTIBLE (G-2) 
INT BILLS 375.00 125 
Sales: 1-15000 0.8500 305,158 
Sales: Over 15000 0.6405 23,620 
CLASS TOTAL (Mc£'month) 328,778 

TRANSEQRTATION CT-3) 
TRANSPORTATION BILLS 375.00 833 
Interrupt Transport: 1-15000 0.8500 5,382,091 
Intenupt Transoort: Over 15000 0.6405 2,662,778 
CLASS TOTAL (Mcflmontl1) 8,044,869 

TRANSPORTATIQN (T-4) 
TRANSPORTATION BilLS 375.00 1,451 
Firm Transport: l -300 I.5340 428,610 
Firm Transport: 301-1500 0.9500 5,801,222 
Firm Transoort: Over 1500 0.7400 1,142,037 
CLASS TOTAL (Mcti'monthl 7,371,869 

Total Revenue 

ATMOS ENERGY CORPORATION 
KENTUCKY PIPE REPLACEMENT PROGRAM 

SURCHARGE CALCULATION OF FORECASTED ACTIVITY 
AS OF OCTOBER 2016 THROUGH SEPTEMBER 2017 

RATE DESIGN 

Customer/ 
Volumetric Charge Revenue increase 

Total Dollars Ratio Ratio by Class 
58.51% $ 2,932,784 

$32,648,648 67.42% 
$15, 780,137 32.58% 

$0 0.00% 
$0 0.00% 

48,428,785 

24.01% $ 1,203,562 
$10,184,760 51.25% 
$8,523,275 42.89% 
$1,166,278 5.87% 

$0 0.00% 
19,874,312 

0.39% s 19,463 
$46,875 14.59% 

$259,384 80.71% 
$15,129 4.71% 

321,388 

7.96% 399,243 
$312,375 4.74% 

$4,574,777 69.39% 
$1,705,509 25.87% 
6,592,662 

9.13% 457,695 
$544,125 7.199% 
$657,488 8.699% 

$5,511,161 72.919% 
$845,!07 1Ll82% 

7,557,881 

82,775,028 100.00% s 5,012,748 

!_Exhibit I_ 
------·---------· 

Budgeted Budgeted Customer Volumetric 
Volumes Customer Counts Char!!e Charge 

1,867,805 
$ 1.57 

228,457 
$ 5.27 

154 
$ 18.46 

264,791 0.0593 
20,495 0.0447 

285,286 

816 
$ 23.18 

5,184,151 0.0534 
2,564,848 0.0403 
7,748,999 

1,524 
$ 21.62 

442,944 0.0899 
5,995,232 0.0557 
1,180,230 0.0434 
7,618,406 

2,098,755 

KY Revenue Requirement $ 5,012,748 



Line 
Number Tariff Desc:ription Oct 

~ 

G-1 Re•idential Fiscal 2017 Bud 152,783 
2 G-1 Commercial Firm Fiscal 2017 Bud 16,853 
3 G-1 Public Authority Fiscal 2017 Bud 1,523 
4 G-1 Industrial Firm Fiseal 2017 Bud 209 
5 
6 G-2 Commercial Interruptible Fiscal 2017 Bud 2 
7 G-2 Industrial Interruptible Fiseal 2017 Bud 10 
8 G-2 Public Authority Interruptible Fiscal 2017 Bud 
9 
IO T-3 Tran•portotion Interruptible Fiscal 2017 Bud 68 
11 T-4 Transportation Finn Fiscal 2017 B11d 127 
12 171.575 
13 
14 Y.£l!.!!!!w. 
JS 
16 G-2 Commercial Interruptible Fiscal 2017 Bud 94 
17 G-2 Industrial lmermptible Fiscal2017 Bud 10,289 
18 G-2 Public Authority lntorruptible Fiscal2017 Bud 
19 
20 T-3 Transportation Interruptible Fiscal 2017 Bud 579,442 
21 T-4 Transportation Finn Fiscal 2017 Bud 526,711 
22 1.116,536 

ATMOS ENERGY CORPORATION 
KENTUCKY PIPE REPLACEMENT PROGRAM 

SURCHARGE CALCULATION OF FORECASTED ACTIVITY 
AS OF OCTOBER 2016 THROUGH SEPTEMBER 2017 

CUSTOMERS & VOLUMES 

Nov Dec Jan Feb Mar 

153,746 156,788 157,099 158,600 158,600 
17,083 17,584 17,490 17,731 17,857 
1,521 1,536 l,521 1,557 1,538 

209 209 209 209 209 

3 3 3 3 3 
10 10 10 10 10 

68 68 68 68 68 
127 127 127 127 127 

172 768 176 325 176,527 178,305 178,412 

742 2,344 2,220 2,622 2,757 
19,640 29,597 51,043 40,305 16,897 

683,827 690,320 658,702 741,752 709,034 
606,837 634,640 660,828 877,099 797.986 

1,311,_04_6 _______ 1J_5_6,)JO I 1,372.793 l 661~779 1,526,674 

ExhibitJ 

Apr Mar Jun J11l All~ Sell Total 

157,325 158,000 156,386 154,383 151,926 152,170 1,867,SOS 
17,541 17,632 17,210 17,073 16,740 16,828 207,622 
1,526 1,541 l,537 1,537 1,482 1,507 18,327 

209 209 209 209 209 209 2,508 

3 4 1 2 2 2 34 
10 10 10 10 10 10 120 

68 68 68 68 68 68 816 
127 127 127 127 127 127 1,524 

176.809 177.592 175,550 173,409 170,564 170.921 2.098 755 

1,478 630 20 18 18 26 12,970 
15,263 28,295 25,982 8,219 17,208 9,579 272,317 

713,716 618,283 617,748 584,643 546,248 605,284 7,748,999 
759,045 603,975 553,460 535,404 530,204 532,217 7,618,406 

1,489.502 1,251,184 1,197.210 I 128 284 1,093,678 1,147,106 15.652.691 
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