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May 13,2013

Jeff Derouen
Executive Director
Public Service Commission
2] I Sower Blvd.
Frankfort, KY 40601

Re: Atmos Energy Corporation
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Atmos Energy Corporation submits its petition for adjustment of rates. I certify
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If you have any questions about this filing, please contact me.
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COMMONWEALTH OF KENTUCKY 
BEFORE THE PUBLIC SERVICE COMMISSION 

 
 

IN THE MATTER OF: 
 
 
Application of Atmos Energy Corporation ) 
for an Adjustment of Rates                           )    Case No. 2013-00148 
and Tariff Modifications                                 ) 
 

PETITION FOR ADJUSTMENT OF RATES  

AND TARIFF MODIFICATIONS 

 
 

Atmos Energy Corporation (“Atmos Energy”), by counsel, pursuant to 

KRS 278.180 and KRS 278.190 submits the attached revised tariffs and 

proposes that certain gas rates and revised tariff provisions for its 

Kentucky division become effective on  June 13, 2013. This Application 

and the attached supporting exhibits contain the facts on which the relief 

being requested is based, a request for the relief sought and references to 

the particular provisions of law requiring or providing for the relief sought 

as specified in  807 KAR 5:001. 

1.  Atmos Energy is a utility as defined by KRS 278.010 

(3)(b) and is subject to the jurisdiction of the Public Service 

Commission ("Commission"), pursuant to KRS 278.040. Atmos Energy 

delivers natural gas to approximately 3.1 million residential, 
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commercial, industrial and public-authority customers in eight states.  It 

has six gas utility operating divisions.  They are located in Denver, 

Colorado (Kansas and Colorado division); Baton Rouge, Louisiana 

(Louisiana division); Jackson, Mississippi (Mississippi division); 

Lubbock, Texas (West Texas division); Dallas, Texas (Mid-Tex 

division); and Franklin, Tennessee (Kentucky/Mid-States).     

2. The President of the Atmos Energy Kentucky/Mid-States 

Division is J. Kevin Akers. The Vice President – Rates and Regulatory 

Affairs for the Kentucky/Mid-States Division is Mark Martin.  Atmos 

Energy’s corporate office address is:  

Atmos Energy Corporation 
5430 LBJ Freeway  
1800 Three Lincoln Centre  
Dallas, TX 75240  
P.O. Box 650205 
Dallas, Texas 75265-0205 
 

Atmos Energy' s Kentucky/Mid-States Division office location is: 

3275 Highland Pointe Dr.  
Owensboro, KY 42303 
270 685 8000  
Mark.Martin@Atmosenergy.com 
 

.  Atmos Energy’s articles of incorporation are filed as FR 14(2)(a) in 

Volume 2.  Its current Certificate of Good Standing is filed as FR 

16(1)(b)(2) in Volume 2. 

3. Atmos Energy serves approximately 173,000 customers in 

central and western Kentucky.  The customer base includes residential, 
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commercial and industrial customers. 

 4.      Atmos Energy’s Annual Reports including the 2012 report are 

on file with the Commission as required by 807 KAR 5:006§4(1). 

5.      Notice of Intent to file a rate application was delivered to the 

Executive Director and the Attorney General on April 11, 2013. A copy of 

that notice is filed as FR 16(2)(c) in Volume 3.  

6. In this application, Atmos Energy gives notice of an 

approximately $13.4 million increase in its total revenues. The proposed 

effective date of the rate is June 13, 2013.  The actual increases by amount 

and percentage for each customer class are listed in the schedule attached 

as FR 16(4)(a)(b) and (c) in Volume 3. 

7. Pursuant to KRS 278.192(1), this filing is based upon a fully 

forecasted test year using a base period of August, 2012 through July, 2013 

and a forecasted period of December, 2013 through November, 2014.  As 

required by KRS 278.192(2), within 45 days after the end of base period, 

the actual results for the estimated months will be filed. 

  8. Because of declining return on equity and inadequate revenue 

to continue to provide the quality of service required by the Commission and 

demanded by our customers, it is necessary to seek additional revenue.  

Revised rates are necessary to allow Atmos Energy the opportunity to 

recover its reasonable operating costs and to earn a reasonable return on 

its investment.  The rate increase is needed to provide sufficient revenue for 
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Atmos Energy to maintain its facilities and provide the level of service 

mandated by the Commission and the public.  This revenue is also 

necessary for the attraction of additional capital.  The existing rates are 

inadequate for these purposes and thus fail to meet the fair, just and 

reasonable standard. A more detailed explanation of the need for the rate 

adjustment is provided in the testimony filed as FR 16(12)(a), Volume 1.  

 9.  In addition to the adjustment of distribution rates, Atmos 

Energy is proposing several rate design elements and a new service 

charge:  

1) Permanent approval of the Company’s Weather 
Normalization Adjustment (WNA) mechanism; 

2) Maintenance of the general balance of fixed and 
variable elements in our distribution rates to reflect the 
underlying cost characteristics of our service; mitigate the 
depletion in revenue caused by declining residential and 
commercial customer usage; and better align the interests 
of the Company and customers;  

3) Establishment of a Margin Loss Rider (MLR) and a 
System Development Rider (SDR); 

4) Expansion of our General Firm Sales Service (Rate 
G-1) and our Interruptible Sales Service (Rate G-2) to allow 
for Natural Gas Vehicle (NGV) Service; 

5) Establishment of a new Service Charge - a Door Tag 
Fee.  

 

 10. The company is also proposing several tariff language 

changes to incorporate revisions to 807 KAR 5:006 into the tariff.  

  11. Atmos Energy is providing notice of this filing to its 

customers and interested parties by publication in newspapers of general 



 

 5 

circulation and posting in each of Atmos Energy local offices for public 

inspection as well as posting on its website. A copy of the notice is in 

contained in FR 16 (3) Volume 3. 

 12. Atmos Energy requests that the Commission allow the 

proposed rate changes to take effect without delay. 

 13. Atmos Energy also requests a deviation pursuant to 807 

KAR 5:006(28) from any rule, regulation or other requirement that might 

otherwise delay or impede the review and approval of this petition. 

 14. All filing requirements of 807 KAR 5:001are listed in the table 

attached to this application. 

 15. Based on the information provided and in compliance with all 

filing requirements of KRS Chapter 278 and 807 KAR 5:001, Atmos 

Energy requests that the Commission issue an order approving the 

proposed rates and the proposed tariff revisions and granting all other 

appropriate relief. 

 

 
 
 
Submitted by: 
 
Douglas Walther 
Atmos Energy  
Corporation  
P.O, Box 650205 
Dallas. TX 75265 
Douglas.Walther@atmose
nergy.com 
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Mark R. Hutchinson 
Wilson, Hutchinson & 
Poteat 
611 Frederica St. 
Owensboro, KY 42303 
270 926 5011 
Randy@whplawfirm.com 
 
 

 
 
John N. Hughes 
124 West Todd Street  
Frankfort, KY 40601 
502 227 7270  
jnhughes@fewpb.net 
 
Attorneys for Atmos 
Energy Corporation 

 
CERTIFICATE 
 
In accordance with the requirements of 807 KAR 5:001, I certify that this electronic 
filing is a true and accurate copy of the documents to be filed in paper medium;  that 
the electronic filing has been transmitted to the Commission on May 13, 2013; that 
an original of the filing will be delivered to the Commission within two days of May 
13, 2013; and that no party has been excused from participation by electronic 
means. 
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Law/Regulation Filing Requirement Witness Volume No. 

Section 16(12)(a) Prepared testimony of each witness supporting its 
application including testimony from chief officer in charge 
of Kentucky operations on the existing programs to 
achieve improvements in efficiency and productivity, 
including an explanation of the purpose of the program; 

Densman, Martin, 
Napier, Raab, 
Schneider, Vander 
Weide, Waller, 
Watson 

1, 2 

Section 14(2)(a) 
 

If the applicant is a corporation, a certified copy of its 
articles of incorporation and all amendments, if any, shall 
be annexed to the application, or a written statement 
attesting that its articles and all amendments have been 
filed with the commission in a prior proceeding and 
referencing the case number of the prior proceeding. 

Martin 2 

Section 16(1)(b)(1) A statement of the reason the adjustment is required. Martin, Waller 2 
Section 16(1)(b)(2)  If applicant is incorporated or is a limited partnership, a 

certificate of good standing or certificate of authorization 
dated within sixty (60) days of the date the application is 
filed. 

Martin 2 

Section 16(1)(b)(3) A certified copy of a certificate of assumed name as 
required by KRS 365.015 or a statement that such a 
certificate is not necessary. 

Martin 2 

Section 16(1)(b)(4) The proposed tariff in form complying with 807 KAR 5:011 
with an effective date not less than thirty (30) days from 
the date the application is filed. 

Martin 2 

Section 16(1)(b)(5) Proposed tariff changes shown either by providing 
present and proposed tariffs in comparative form or 
indicating additions by italized inserts or underscoring and 
striking over deletions in a copy of the current tariff. 

Martin 3 

Section 16(1)(b)(6) A statement that customer notice has been given in 
compliance with subsections (3) and (4) of this section 
with a copy of the notice. 

Martin 3 

Section 16(2)(a)-(c) Notice of intent. A utility with gross annual revenues 
greater than $5,000,000 shall notify the commission in 
writing of intent to file a rate application at least thirty (30) 
days, but not more than sixty (60) days, prior to filing its 
application.  
(a) The notice of intent shall state if the rate application 

will be supported by a historical test period or a fully 
forecasted test period.  

(b) Upon filing the notice of intent, an application may be 
made to the commission for permission to use an 
abbreviated form of newspaper notice of proposed 
rate increases provided the notice includes a coupon 
that may be used to obtain a copy from the applicant 
of the full schedule of increases or rate changes.  

(c) The applicant shall also transmit by electronic mail a 
copy of the notice in a portable document format to 
the Attorney General’s Office of Rate Intervention at 
rateintervention@ag.ky.gov. 

Martin       3 

Section 16(3)(b)(3) Publish notice once a week for three (3) consecutive 
weeks in a prominent manner in a newspaper of general 
circulation in the utility's service area, the first publication 
to be made by the date the application is filed. 

Martin 3 

Section 16(4)(a)-(h) Notice Requirements.  Each notice shall contain the 
following information: 

Martin 3 
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Law/Regulation Filing Requirement Witness Volume No. 
(a) The present rates and proposed rates for each 

customer class to which the proposed rates will apply; 
(b) The amount of the change requested in both dollar 

amounts and percentage change for customer 
classification to which the proposed rate change will 
apply; 

(c) The amount of the average usage and the effect upon 
the average bill for each customer class to which the 
proposed rate change will apply, except for local 
exchange companies, which shall include the effect 
upon the average bill for each customer class for the 
proposed rate change in basic local service; 

(d) A statement that the rates contained in this notice are 
the rates proposed by (name of utility) but that the 
Public Service Commission may order rates to be 
charged that differ from the proposed rates contained 
in this notice; 

(e) A statement that a corporation, association, or person 
may within thirty (30) days after the initial publication 
or mailing of notice of the proposed rate changes, 
submit a written request to intervene to the Public 
Service Commission, 211 Sower Boulevard, P.O. Box 
615, Frankfort, Kentucky 40602 that establishes the 
grounds for the request including the status and 
interest of the party, and states that intervention may 
be granted beyond the thirty (30) day period for good 
cause shown; 

(f) A statement that written comments regarding the 
proposed rate may be submitted to the Public Service 
Commission by mail or through the Public Service 
Commission’s Web site; 

(g) A statement that a person may examine this filing and 
any other documents the utility has filed with the 
Public Service Commission at the offices of (the name 
of the utility) located at (the utility’s address) and on 
the utility’s Web site at (the utility’s Web site address), 
if the utility maintains a public Web site; and 

(h) A statement that this filing and any other related 
documents can be found on the Public Service 
Commission’s Web site at http://psc.ky.gov/. 

Section 16(5)(a) If the notice is published, an affidavit from the publisher 
verifying the notice was published, including the dates of 
the publication with an attached copy of the published 
notice, shall be filed with the commission no later than 
forty-five (45) days of the filed date of the application. 

Martin 3 

Section 16(6)(a)&(b) Additional notice requirements. In addition to the notice 
requirements established in subsection (4) of this 
section:  
(a) A utility shall post a sample copy of the required 

notification at its place of business no later than the 
date on which the application is filed and shall not 
remove the notification until issuance of a final order 
from the commission establishing the utility's 
approved rates; and  

(b) A utility that maintains a public web site shall, within 

Martin 3 
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Law/Regulation Filing Requirement Witness Volume No. 
seven (7) days of filing an application, post a copy 
of the public notice as well as a hyperlink to its filed 
application on the commission's Web site and shall 
not remove the notification until issuance of a final 
order from the commission establishing the utility's 
approved rates. 

Section 16(8) Notice of hearing scheduled by the commission upon 
application by a utility for a general adjustment in rates 
shall be advertised by the utility by newspaper publication 
in the areas that will be affected in compliance with KRS 
424.300. 

Martin 3 

Section 16(11)(a) Financial data for forecasted period presented as pro 
forma adjustments to base period.   

Densman     3 

Section 16(11)(b) Forecasted adjustments shall be limited to the 12 months 
immediately following the suspension period. 

Densman     3 

Section 16(11)(c) Capitalization and net investment rate base shall be based 
on a 13 month average for the forecasted period. 

 Waller 3 

Section 16(11)(f) The utility shall provide a reconciliation of the rate base 
and capital used to determine its revenue requirements. 

Waller 3 

Section 16(12)(b) Most recent capital construction budget containing at 
minimum 3 year forecast of construction expenditures 

Napier 3 

Section 16(12)(c) Complete description, which may be in pre-filed testimony 
form, of all factors used to prepare forecast period.  All 
econometric models, variables, assumptions, escalation 
factors, contingency provisions, and changes in activity 
levels shall be quantified, explained, and properly 
supported; 

All 3 

Section 10(9)(d) Annual and monthly budget for the 12 months preceding 
filing date, base period and forecasted period; 

Densman 3 

Section 16(12)(e) Attestation signed by utility's chief officer in charge of 
Kentucky operations providing: 
1. That forecast is reasonable, reliable, made in good 

faith and that all basic assumptions used have been 
identified and justified; and 

2. That forecast contains same assumptions and 
methodologies used in forecast prepared for use by 
management, or an identification and explanation for 
any differences; and 

3. That productivity and efficiency gains are included in 
the forecast; 

Martin 3 

Section 16(12)(f) For each major construction project constituting 5% or 
more of annual construction budget within 3 year 
forecast, following information shall be filed: 
1. Date project began or estimated starting date; 
2. Estimated completion date; 
3. Total estimated cost of construction by year exclusive 

and inclusive of Allowance for Funds Used During 
Construction (“AFUDC”) or Interest During 
Construction Credit; and  

4. Most recent available total costs incurred exclusive 
and inclusive of AFUDC or Interest During 
Construction Credit; 

Napier 3 
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Law/Regulation Filing Requirement Witness Volume No. 
Section 16(12)(g)  For all construction projects constituting less than 5% of 

annual construction budget within 3 year forecast, file 
aggregate of information requested in paragraph (f) 3 and 
4 of this subsection;  

Napier 3 

Section 16(12)(h)  Financial forecast for each of 3 forecasted years included 
in capital construction budget supported by underlying 
assumptions made in projecting results of operations and 
including the following information: 

Densman 3 

 1.   Operating income statement (exclusive of dividends    
      per share or earnings per share); 

Densman 3 

 2.   Balance sheet; Densman 3 
 3.   Statement of cash flows; Densman 3 
 4.   Revenue requirements necessary to support the  

      forecasted rate of return; 
Waller 3 

 5.   Load forecast including energy and demand  
      (electric); 

Martin 3 

 6.   Access line forecast (telephone); N/A 3 
 7.   Mix of generation (electric); N/A 3 
 8.   Mix of gas supply (gas); Martin 3 
 9.   Employee level; Densman 3 
 10. Labor cost changes; Densman 3 
 11. Capital structure requirements; Waller 3 
 12. Rate base; Waller 3 
 13. Gallons of water projected to be sold (water); N/A 3 
 14. Customer forecast (gas, water); Martin 3 
 15. MCF sales forecasts (gas); Martin 3 
 16. Toll and access forecast of number of calls and    

      number of minutes (telephone); and 
N/A 3 

 17. A detailed explanation of other information  
      provided, if applicable; 

N/A 3 

Section 16(12)(i) Most recent FERC or FCC audit reports; Waller 3 
Section 16(12)(j) Prospectuses of most recent stock or bond offerings; Waller 3 
Section 16(12)(k) Most recent FERC Form 1 (electric), FERC Form 2 (gas), 

or the Automated Reporting Management Information 
System Report (telephone) and PSC Form T (telephone); 

Schneider 3 

Section 16(12)(l) The annual report to shareholders or members and the 
statistical supplements covering the most recent two (2) 
years from the application filing date; 

Schneider 3 

Section 16(12)(m) Current chart of accounts if more detailed than Uniform 
System of Accounts chart; 

Schneider 4 

Section 16(12)(n) Latest 12 months of the monthly managerial reports 
providing financial results of operations in comparison to 
forecast; 

Densman 4 

Section 16(12)(o) Complete monthly budget variance reports, with narrative 
explanations, for the 12 months prior to base period, each 
month of base period, and subsequent months, as 
available; 

Densman 4 

Section 16(12)(p) SEC's annual report for most recent 2 years, Form 10-Ks 
and any Form 8-Ks issued during prior 2 years and any  
Form 10-Qs issued during past 6 quarters; 

Waller 5, 6, 7, 8, 9 

Section 16(12)(q) Independent auditor's annual opinion report, with any 
written communication which indicates the existence of a 
material weakness in internal controls; 

Schneider 9 



 

 11 

Law/Regulation Filing Requirement Witness Volume No. 
Section 16(12)(r) Quarterly reports to the stockholders for the most recent 5 

quarters; 
Waller 9 

Section 16(12)(s) Summary of latest depreciation study with schedules 
itemized by major plant accounts, except that 
telecommunications utilities adopting PSC's average 
depreciation rates shall identify current and base period 
depreciation rates used by major plant accounts.  If 
information has been filed in another PSC case, refer to 
that case's number and style; 

Watson 9 

Section 16(12)(t) List all commercial or in-house computer software, 
programs, and models used to develop schedules and 
work papers associated with application.  Include each 
software, program, or model; its use; identify the supplier 
of each; briefly describe software, program, or model; 
specifications for computer hardware and operating 
system required to run program 

Napier 9 

Section 16(12)(u) If the utility had any amounts charged or allocated to it by 
an affiliate or general or home office or paid any monies 
to an affiliate or general or home office during the base 
period or during the previous three (3) calendar years, the 
utility shall file: 
1. Detailed description of method of calculation and 

amounts allocated or charged to utility by affiliate or 
general or home office for each allocation or 
payment; 

2. Method and amounts allocated during base period 
and method and estimated amounts to be allocated 
during forecasted test period; 

3. Explain how allocator for both base and forecasted 
test period was determined; and 

4. All facts relied upon, including other regulatory 
approval, to demonstrate that each amount charged, 
allocated or paid during base period is reasonable. 

Schneider 9 

Section 16(12)(v) If gas, electric or water utility with annual gross revenues 
greater than $5,000,000, cost of service study based on 
methodology generally accepted in industry and based on 
current and reliable data from single time period;  

Raab 9 

Section 16(12)(w) Incumbent local exchange carriers with fewer than 50,000 
access lines shall not be required to file cost of service 
studies, except as specifically directed by the 
commission. Local exchange carriers with more than 
50,000 access lines shall file: 
1. A jurisdictional separations study consistent with 47 

C.F.R. Part 36; and 
2. Service specific cost studies to support the pricing of 

all services that generate annual revenue greater than 
$1,000,000 except local exchange access: 

a. Based on current and reliable data from a 
single time period; and 

b. Using generally recognized fully allocated, 
embedded, or incremental cost principles.

N/A 9 

Section 16(13)(a) Jurisdictional financial summary for both base and 
forecasted periods detailing how utility derived amount of 
requested revenue increase; 

Densman 9 
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Law/Regulation Filing Requirement Witness Volume No. 
Section 16(13)(b) Jurisdictional rate base summary for both base and 

forecasted periods with supporting schedules which 
include detailed analyses of each component of the rate 
base; 

Waller 9 

Section 16(13)(c) Jurisdictional operating income summary for both base 
and forecasted periods with supporting schedules which 
provide breakdowns by major account group and by 
individual account; 

Densman 9 

Section 16(13)(d) 
 

Summary of jurisdictional adjustments to operating 
income by major account with supporting schedules for 
individual adjustments and jurisdictional factors; 

Densman 9 

Section 16(13)(e) 
 

Jurisdictional federal and state income tax summary for 
both base and forecasted periods with all supporting 
schedules of the various components of jurisdictional 
income taxes; 

Waller 9 

Section 16(13)(f) Summary schedules for both base and forecasted periods 
(utility may also provide summary segregating items it 
proposes to recover in rates) of organization membership 
dues; initiation fees; expenditures for country club; 
charitable contributions; marketing, sales, and 
advertising; professional services; civic and political 
activities; employee parties and outings; employee gifts; 
and rate cases;  

Densman 9 

Section 16(13)(g) Analyses of payroll costs including schedules for wages 
and salaries, employees benefits, payroll taxes straight 
time and overtime hours, and executive compensation by 
title; 

Densman 9 

Section 16(13)(h) Computation of gross revenue conversion factor for 
forecasted period; 

Waller 9 

Section 16(13)(i) Comparative income statements (exclusive of dividends 
per share or earnings per share), revenue statistics and 
sales statistics for 5 calendar years prior to application 
filing date, base period, forecasted period, and 2 calendar 
years beyond forecast period; 

Densman, 
Schneider 

9 

Section 16(13)(j) Cost of capital summary for both base and forecasted 
periods with supporting schedules providing details on 
each component of the capital structure 

Waller 9 

Section 16(13)(k) Comparative financial data and earnings measures for 
the 10 most recent calendar years, base period, and 
forecast period; 

Densman, 
Schneider 

9 

Section 16(13)(l) Narrative description and explanation of all proposed tariff 
changes; 

Martin 9 

Section 16(13)(m) Revenue summary for both base and forecasted periods 
with supporting schedules which provide detailed billing 
analyses for all customer classes; and 

Martin 9 

Section 16(13)(n) Typical bill comparison under present and proposed rates 
for all customer classes. 

Martin 9 

Section 16(15) A request for waiver of provisions of these filing 
requirements shall establish the specific reasons for the 
request. The commission shall grant the request for 
waiver upon good cause shown by the utility. In 
determining if good cause has been shown, the 
commission shall consider: 
(a) If other information that the utility would provide if the 

Martin 9 
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Law/Regulation Filing Requirement Witness Volume No. 
waiver is granted is sufficient to allow the commission 
to effectively and efficiently review the rate 
application; 

(b) If the information that is the subject of the waiver 
request is normally maintained by the utility or 
reasonably available to it from the information that it 
maintains; and 

(c) The expense to the utility in providing the information 
that is the subject of the waiver request.
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Case No. 2013-00148
Atmos Energy Corporation, Kentucky Division

Forecasted Test Period Filing Requirements
MFR FR 16(12)(a)

Page 1 of 1

REQUEST:

(12) Each application requesting a general adjustment in rates supported by a fully
forecasted test period shall include the following or a statement explaining why
the required information does not exist and is not applicable to the utility's
application:
(a) The prepared testimony of each witness the utility proposes to use to

support its application, which shall include testimony from the utility's chief
officer in charge of Kentucky operations on the existing programs to
achieve improvements in efficiency and productivity, including an
explanation of the purpose of the program;

RESPONSE:

Please see the Direct Testimony of witnesses Josh Densman, Mark Martin, Earnest
Napier, Paul Raab, Jason Schneider, James Vander Weide, Greg Waller and Dane
.Watson.
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BEFORE THE PUBLIC SERVICE COMMISSION

COMMONWEALTH OF KENTUCKY

APPLICATION OF ATMOS ENERGY )

)
CORPORATION FOR AN ADJUSTMENT )

)
OF RATES AND TARIFF MODIFICATIONS )

Case No. 2013-00148

1

2 Q.

3 A.

4

5

6

7 Q.

8

9 A.

10

1J

12

13

14

15 Q.

16

TESTIMONY OF MARK A. MARTIN

1. INTRODUCTION

PLEASE STATE YOUR NAME, POSITION AND BUSINESS ADDRESS.

My name is Mark A. Maliin. I am Vice President - Rates and Regulatory Affairs

for the KentuckylMid-States Division of Atmos Energy Corporation ("Atmos

Energy" or the "Company"). My business address is 3275 Highland Pointe Drive,

Owensboro, Kentucky, 42303.

PLEASE BRIEFLY DESCRIBE YOUR CURRENT RESPONSIBILITIES,

AND PROFESSIONAL AND EDUCATIONAL BACKGROUND.

I am responsible for Rates and Regulatory Affairs matters in Kentucky. J

graduated from Eastern lllinois University in 1995 with a degree in Accounting. I

have been with United Cities Gas Company and subsequently Atmos Energy

Corporation since September 1995. 1 have served in a variety of positions of

increasing responsibility in both Gas Supply and Rates prior to assuming my

current responsibility in 2007.

HAVE YOUR EVER SUBMITTED TESTIMONY BEFORE THE

KENTUCKY PUBLIC SERVICE COMMISSION'?

Direct Testimony ofMark A. Martin Page 1
Kenillcl..-y / Martin



South Carolina Public Service Commission.

OTHER STATE REGULATORY COMMISSIONS?

HAVE YOU SUBMITTED TESTIMONY ON MATTERS BEFORE

FR 16(3) & 16(3)(b) Manner ofNotification

Celiitled Copy of Atiicles of Incorporation

Rates for All Customer Classes

Statement of Reasons

Application Supported by a Fully Forecasted Test Period

Proposed Tariff in compliance with 807 KAR 5:011

Electronic transmittal ofNotice to Attorney General

Present and Proposed Tariffs in Comparative Form

Statement on Customer Notice

Celiificate of Good Standing

Compliance with KRS 365.015

Typical Bill Comparison Under Present and Proposed

FR 16(2)(c)

Yes. I filed testimony in Case No. 20] 0-00146.

FR 16(4)(a)

ARE YOU SPONSORING ANY OF THE FILING REQUIREMENTS IN

Yes. 1 am sponsoring the following filing requirements:

THIS CASE, AND, IF SO, WHICH REQUIREMENTS?

J11inois Commerce Commission, the Missouri Public Service Commission, and

FR 16(2) & 16(2)(a) Notice ofIntent

Yes, I have filed testimony before the Georgia Public Service Commission, the

FR IO(1)(b)

FR I4(2)(a)

FR I6(l)(b)(1)

FR 16(1 )(b)(2)

FR 16(1 )(b)(3)

FR 16(1)(b)(4)

FR 16(1 )(b)(5)

FR 16(1)(b)(6)

1 A.

2 Q.

3

4 A.

5

6

7 Q.

8

9 A.

10

11

12

13

14

15

16

17

18

19

20

21

22

Direct Testimony of Mark A. Martin Page 2
Kentucky / Martin



2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22
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FR 16(4)(b)

FR 16(4)(c)

FR 16(4)(d)

FR 16(4)(e)

FR 16(4)(f)

FR 16(4)(g)

FR 16(4)(h)

FR 16(5)(a)

FR 16(5)(c)

FR 16(6)(a)

FR l6(6)(b)

FR 16(8)

FR ] 6(12)(a)

FR 16(12)(e)

FR 16(12)(h)

FR ]6(12)(i)

FR 16(12)(w)

FR 16(13)(1)

Requested Change In Dollars and Percentages for All

Customer Classes

Typical Bill Comparison Under Present and Proposed

Rates for All Customer Classes

Commission may Order Rates that Differ from the Notice

Guidelines for Intervention

Written Comments Guidelines

Guidelines for Intervenors to obtain Application &

Testimony

Application & Other Case Related Documents can be found

on the Commission's Website

Publisher Affidavits

Verification of Mailed Notice

Notice to Customers Posted in Utility Places of Business

Notice Requirements on Company's Website

Notice of Publication in Newspapers of General Circulation

Statement of Oftlcer in Charge of Kentucky Operations

Statement of Attestation

Financial Forecast for each of3 Forecasted Years

Most Recent FERC or FCC Audit Reports

Incumbent Local Exchange CalTiers

Narrative Description and Explanation of All Proposed

Tariff Changes
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Yes.

II. PURPOSE AND SUMMARY OF TESTIMONY

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

PART OF YOUR TESTIMONY?

Revenue Summary for Both the Base Period and

Request for Waiver ofCel1ain Filing Requirements

Forecasted Period

Rates for All Customer Classes

Typical Bill Comparison Under Present and Proposed

FR 16(13)(m)

FR 16(13)(n)

before this Commission. Second, I will provide an overview of the Company's

FR 16(15)

DO YOU ADOPT THESE FILING REQUIREMENTS AND MAKE THEM

My direct testimony has eight primary purposes. First, I will briefly describe the

factors requiring the Company to file this rate application and address the

customer base and market trends since 2009. Third, I will describe the principal

Company's operations in Kentucky and the recent history of its rate proceedings

Company's efforts to achieve improvements to its efficiency and productivity.

Company's revenues and volumes as they relate to the base period and test period

Fourth, I will introduce the other witnesses who will be providing suppoti for the

requested rate increase. Fifth, 1 will describe the methods used to forecast

jn this case. Sixth, I will present the test period forecast of revenues and volumes.

Seventh, I will present the rates and various tariff changes proposed by the
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Company. Finally, I will discuss Case No. 2010-00146, which involved customer

choice as well as transportation eligibility thresholds.

III. ATMOS ENERGY'S OPERATIONS IN KENTUCKY

CAN YOU PROVIDE THE COMMISSION WITH A GENERAL

DESCRIPTION AND BACKGROUND OF THE COMPANY'S

OPERATIONS IN KENTUCKY?

Yes. We have a Kentucky-based work force of approximately 220 employees

providing safe and reliable service to a customer base of approximately 173,000

residential, commercial and industrial consumers. Our utility plant in Kentucky

includes over 3,900 miles of transmission and distribution lines.

PLEASE PROVIDE A BRIEF DESCRIPTION OF ATMOS ENERGY'S

CORPORATE STRUCTURE AND HOW IT ENABLES THE COMPANY

TO BE AN EFFICIENT, LOW COST PROVIDER OF NATURAL GAS.

Atmos Energy is one of the largest pure natural gas distribution companies in the

United States, delivering natural gas to approximately 3.0 million residential,

commercial, industrial and public-authority customers in 8 states. Atmos Energy

has six gas utility operating divisions. They are located in Denver, Colorado

(Kansas and Colorado division); Baton Rouge, Louisiana (Louisiana division);

Jackson, Mississippi (Mississippi division); Lubbock, Texas (West Texas

division); Dallas, Texas (Mid-Tex division); and Owensboro, Kentucky and

Franldin, Tennessee (Kentucky/Mid-States division). In addition, Atmos Energy
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has an operating division consisting of a regulated intrastate pipeline that

functions only within the state of Texas.

Atmos Energy's corporate offices are located in Dallas, Texas and provide

services such as accounting, legal, human resources, rate administration,

procurement, information technology and customer support centers. These

centralized services are shared with the other Atmos Energy operating divisions in

order to avoid having to staff and maintain these functions at each division level.

These central ized services are the technical and administrative services that would

be required if each division was a stand-alone company. Atmos Energy believes

that this structure provides it with an economic advantage and enables it to be a

low-cost, high-quality provider of natural gas.

IV. OVERVIEW OF SERVICE AREA AND CUSTOMER BASE

WHAT ARE THE COMPANY'S PRIMARY OBJECTIVES IN ITS

KENTUCKY OPERATIONS?

Our primary objective is to meet or exceed the expectations of our customers,

shareholders, employees, regulators and other key stakeholders. The Company is

very proud of its tradition as a low-cost, efficient provider of natural gas service.

Our distribution charges, particularly for residential customers, are the lowest

among the major utilities in Kentucky. And, our pass-through gas costs are also

typically lowest or second lowest in the state. We strive to provide excellent

customer service, provide safe and reliable delivery of natural gas service, be a
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good corporate citizen in the communities we serve, and for this state in which we

have operated since 1934.

PLEASE DESCRIBE THE MAKEUP OF ATMOS ENERGY'S CURRENT

CUSTOMER BASE IN KENTUCKY.

Atmos Energy currently serves 173,200 customers throughout its servIce area

extending from western to central Kentucky. Residential class customers account

for the vast majority of meters, at approximately 153,900. Atmos Energy's

natural gas deliveries totaled 40.4 Bcf during the 12-month period ending

December 2012.

The Company is somewhat unique in its level of throughput to industrial class

customers, with industrial sales and transpoliation volumes accounting for more

than 67% of Atmos Energy's annual throughput during that 12-month period.

The region served by Atmos Energy is somewhat economically dependent on the

well-being of these industries, as is Atmos Energy through its requirements for

operating margin under current rate designs.

Although the industrial class accounts for the majority of total annual deliveries, it

is important to note that it is the residential class that primarily drives Atmos

Energy's growth capital investment, constituting the vast majority of the

Company's annual funding requirements for the replacement or extension of

pipelines.

HAS THE COMPANY EXPERIENCED GROWTH IN RECENT YEARS?

No. Core markets of residential, commercial and public authority sales have not

exhibited growth in recent years. Residential customers also continue to exhibit a
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decline in average, weather normalized usage, which the Company first noted in

its 1999 comprehensive rate case filing.

I will describe more fully the impact of these and other consequences later in this

testimony, as it relates to revenue forecasts and rate design.

V. PRINCIPAL FACTORS FOR TillS RATE APPLICATION

'VHY DID THE COMPANY FILE THIS CASE?

The Company is requesting that the Commission approve new distribution rates

that will provide revenues equal to our cost of service, including a reasonable

retum on investment. As the Comm ission is aware, the actual costs of the natural

gas consumed by our customers are collected through a gas cost adjustment

mechanism. The purpose of this case is to establish new distribution rates which

exclude those pass-through gas costs.

WHEN DID THE COMPANY'S CURRENT RATES BECOME

EFFECTIVE?

The Company's current base distribution rates were established by the

Commission in Case No. 2009-00354, by the Order dated May 28,2010.

ARE THE DISTRIBUTION RATES CURRENTLY IN EFFECT

PROVIDING SUFFICIENT REVENUES?

No. Although Atmos Energy operates very efficiently and is proud to have the

lowest distribution charges for residential customers of the major natural gas

providers in Kentucky, our CUlTent rates are not providing a fair return on the

Company's investments.
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At current rates, the Company's calculated rate of return on rate base for the test

year is only 5.32%. The decline in return is primarily due to capital investment

not recovered through the PRP mechanism and the increase costs of doing

business.

WHAT RATE OF RETURN ON RATE BASE IS ATMOS ENERGY

REQUESTING IN THIS RATE APPLICATION?

Atmos Energy is asking the Commission to approve new rate schedules that

would increase revenues to provide an overall rate of return on rate base of 8.53%

on the test year rate base of $252,914,292.

WHAT IS THE AMOUNT OF THE RATE INCREASE THAT ATMOS

ENERGY IS SEEKING IN THIS RATE APPLICATION?

Atmos Energy is seeking approval to increase its rates to recover approximately

$13,367,575 in additional revenues. For an average residential customer, the total

bill increase would be $4.50 per month.

PURSUANT TO 807 KAR 5:001(16)(12)(e)(3), PLEASE EXPLAIN HOW

THE COMPANY 'VORKS TO ACHIEVE IMPROVEMENTS IN ITS

EFFICIENCY AND PRODUCTIVIY.

Since our most recent rate filing in 2009, Atmos Energy has undertaken

substantial investments in technology and process improvements to ensure that it

provides the best and most efficient customer service possible. The

improvements include the centralization of our dispatching and back office

functions and implementation of our new customer service system (CBS) which

went live on May 1,2013. Each of these investments will enable the Company to
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be more productive and provide the best possible service. The centralization of

dispatch has facilitated customer service improvements through the streamlining

of service orders and employee work order schedules while the centralization of

the back office has allowed for more efficient and consistent processing of

customer payments and billing exceptions. These processes provide ratepayers

with many benefits including, but not limited to:

Enhanced ability to respond quickly to leaks and other safety related

events;

Faster response to service requests and more convenient customer

appointment windows;

More efficient use of labor, equipment and materials;

Enhancements to the Company's ability to monitor quality of customer

serVIce;

PLEASE DESCRIBE THE COMPANY'S NEW CUSTOMER SERVICE

SYSTEM (CSS) PROJECT IN MORE DETAIL.

The Company began planning for the replacement of its legacy billing and

customer service systems in 2010. The former system ("Banner and Advantage")

was implemented in 1996 and has required numerous capital enhancements in

recent years to 1) stabilize and extend the life of the "CIS" environment, and 2)

build additional functionality that has become necessary as regulatory rules

evolved over time. The facts that the Banner and Advantage systems are no

longer supported by the original vendor and are not scalable for additional

functionality has required the Company to make annual capital investments to
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keep the system in a functional state. The avoidance of these expenditures,

combined with the Company's desire to achieve components of it customer

service vision not enabled by the legacy systems, led to the decision to replace the

legacy systems with new tec1mologies.

The Company selected SAP as the primary software platform and Accenture as its

systems integrator after a thorough and rigorous vetting process. The Company

chose SAP for the following reasons: superior product design to drive business

process improvements; it is an industry leader preferred by large utilities with

complex jurisdictional requirements; it has an integrated training delivery system;

and it will provide long-term product support to address future industry trends.

The Company chose Accenture to assist in the planning and implementation of

SAP because it is an experienced SAP implementer and operator as well as its

experience in working with large multi-jurisdictional companies.

The complete solution consists of four main components:

(1) SAP Customer Relationship Management & Billing for Utilities

("CR&B ") provides for all customer account maintenance, billing, payments,

collections and customer service order creation functionality;

(2) t!Click Schedule" is used to schedule all work orders and dispatch the

orders to Service Technicians;

(3) nsyclo Work Manager" is a mobile application that service technicians

use in their vehicles to process the field work; and

(4) "Business Warehouse I Business Objects" is a financial and customer

infonnation reporting tool.
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All of these are shared service assets that are used by all utility distribution areas.

After a nearly one-year plamling and vendor selection process, the full project

team began work on January 4th, 2011. The Company went live on the system

May 1, 2013.

WHAT BENEFITS DOES THE COMPANY EXPECT FROM ITS NEW

CSS SYSTEM?

The Company is focusing on enhancing customer service processes and

improving the expenence its customers have each time they interact with the

Company. Toward that goal, there are many customer service processes that will

be enabled by the new customer systems. Some of the more visible changes to

customers will include the ability to schedule appointments for service calls to

their home; a more automated process for web self service requests such as

change of billing address, budget billing enrollment, etc., and streamlined

conversations with customer service agents for several high volume call types.

Additionally, the Company anticipates that agents will have better information

available to them and will be able to answer customer questions more quickly and

accurately. This should reduce the number of repeat calls as well as call times.

For example, the redesigned "New Customer Move In" call How reduces the

number of screens agents typically access from 25 in the current system to five in

the new SAP CR&B system. The Company expects this call type's average

length will be reduced by up to 45 seconds after the stabilization period. The

Company is also looking for opportunities to automate manually intensive

activities for employees in the back office departments. Eventually this should
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reduce peak staffing levels needed to provide excellent customer service during

high volume periods.

VI. INTRODUCTION OF WITNESSES

PLEASE IDENTIFY THE OTHER WITNESSES SPONSORING

TESTIMONY IN THIS PROCEEDING?

In addition to my testimony, Atmos Energy will present the direct testimony and

exhibits of 7 witnesses.

Josh Densman, Vice President of Finance for the KentuckylMid-States

Division, is presenting testimony concerning the Operating and Maintenance

(O&M) expense budgeting process used by the Company; the control and the

monitoring of O&M variances by the Company; the forecasted test year budget

for O&M, depreciation expense, and taxes other than income taxes incurred

directly by the Company's Kentucky operations as well as allocated to Kentucky

from the Kentucky I Mid-States General Office and Shared Services Unit.

Gregory K. Waller, Manager of Rates and Regulatory Affairs for Atmos

Energy Corporation, is responsible for the calculation of Company's revenue

deficiency and rate base. He is also sponsoring the Company's capital structure

and cost of debt for use in setting rates in this proceeding.

Eamest B. Napier, Vice President Technical Services of the KYIMid-

States Division provides testimony regarding the Company's capital expenses and

the engineering and operational aspects of the pipe replacement program.
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Jason Schneider, Director of Accounting Services for Atmos Energy

Corporation, is filing testimony regarding the historic books and records of the

Company and the integrity of the financial information in this case. He also

provides testimony concerning the Company's Cost Allocation Manual (CAM),

which describes the methodology for shared services cost allocations.

Dr. James Vander Weide testifies regarding the Company's cost of capital

and recommends a rate of return that is appropriate to be used in setting rates for

Atmos Energy in this proceeding.

Paul Raab, of Paul H. Raab Economic Consulting, presents the

Company's class cost of service study.

Dane Watson, of the Alliance Consulting Group, presents the Company's

depreciation study and corresponding depreciation rates.

VII. PROCESS OF FORECASTING OF REVENUES AND VOLUMES

PLEASE DESCRIBE THE GOALS OF FORECASTING REVENUE AND

VOLUMES.

The goal of revenue forecasting, fundamentally, is to provide an assessment of

expected revenues for business planning purposes. The primary emphasis of the

"revenue" budgeting process is the estimate of the Company's distribution

margin, which is that portion of revenues excluding purchased gas costs.

Purchased gas costs, which are recovered through the Company's Gas Cost

Adjustment mechanism, are calculated only as a final step in the process, to

forecast gross revenues.
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Revenue forecasting is an essential element of Atmos Energy's financial pimming

and affects our level of operating and maintenance expenses, capital investment,

and cash flow requirements.

WHAT FACTORS ARE CONSIDERED IN ATMOS ENERGY'S

REVENUE AND GROWTH FORECASTING PROCESS?

The forecast process can be segregated into two steps. The first step is an analysis

of revenue trends over recent years to determine a baseline reference. The second

step is consideration of factors and issues expected to affect the budget period.

Fjrst, the analysjs of historical revenue trends quantifies the net customer

additions and Mcf requirements, by customer class. Using heating degree day

("HDD") data for the respective periods, the Mcf requirements are "weather~

normalized" for each customer class. The HOD is a measure of the difference

between average daily temperature and a 65 degree Fahrenheit base. Upon

completing the analysis of historic data, customer growth and class usage trends

may be identified.

Second, consideration is given to any factors that could either continue or

alter historical trends. These factors include: gas supply price outlook and

consideration of its impact on the market, changing local economic conditions

that could inf1uence customer growth, and major industrial additions or plant

closings.

Considered individually, these factors may have either a positive or

negative affect upon historical revenue streams.
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WHAT TIME PERIOD TYPICALLY FORMS THE BASIS FOR

REVENUE AND VOLUME FORECASTS?

Forecasts are typically prepared for Atmos Energy's fiscal year, which runs from

October 1 to the following September 30.

WHAT IS THE BASE PERIOD FOR THIS CASE?

The base period is August 2012 through July 2013.

WHAT IS THE FORECASTED TEST PERIOD FOR THIS CASE?

The forecasted test period for this case is December 1, 2013 to November 30,

2014. This period is largely determined by the date of our filing.

DID THE COMPANY UTILIZE ITS TYPICAL REVENUE BUDGETING

PROCESS TO DEVELOP THE BASE PERIOD AND FORECASTED

TEST PERIOD REVENUES?

No. Although the simple two-step process of historical review and consideration

of forward-looking factors is the same, the annual budget process is not developed

at the level necessary for determining rate design billing determinants. For

example, the typical annual revenue budget is based upon financial statistics

reported to the customer class level; not to the rate classification I billing block

level of detail. In order to build rate case quality billing data, Atmos Energy

produced bill frequency reports to isolate conect determinants of bills rendered

and volumes delivered by customer class as well as by rate classification for the

12-month period ending December 2012. This 12-month period serves as a

"reference period" upon which forward-looking adjustments may be applied,
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ultimately resulting in a forecast of billing determinants for the test year period of

December 1,2013 to November 30, 2014.

HOW WAS THE DATA FOR THE REFERENCE PERIOD GATHERED?

The unadjusted data for the reference period reflects the actual billing units and

margins for all services during the twelve months ending December 31, 2012.

This data was gathered from billing system reports for that period. Exhibit

MAM-1 attached hereto provides the actual monthly billing units and volumes by

class of service for the stated reference period.

WHAT STEPS WERE TAKEN TO FORECAST THE FUTURE TEST

YEAR FROM THE BASELINE REFERENCE PERIOD?

First, the Company assessed appropriate pro-forma adjustments to the reference

period to: 1) reflect known and measurable service contract changes, load

changes, new plant and plant closings, and 2) adjust firm residential, commercial

and public authority volumes to cOlTelate to normal HOD's.

Then, forward-looking adjustments were considered to account for: 1) net

customer growth or losses, and 2) changes in finn residential, commercial and

public authority class consumption attributable to long-standing conservation and

energy efficiency trends.

A summary of annualized adjustments for each of these steps is shown on Exhibit

MAM-2 attached hereto.

PLEASE DESCRIBE THE ADJUSTMENTS TO THE REFERENCE

PERIOD, INCLUDING KEY ASSUMPTIONS, FOR INDUSTRIAL SALES

AND TRANSPORTATION SERVICES.
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REFERENCE PERIOD.

ADJUSTMENT FOR WEATHER VARIANCES DURING THE

PLEASE DESCRIBE THE PROCESS EMPLOYED TO DETERMINE THE

schedule. These adjustments ensured that known, measurable and anticipated

Pages 2-4 of Exhibit MAM-4

with adjustments made to account for expected changes by service type for future

periods. For example, usage for a new customer added midway through the

reference period would not be representative of its forecast test period

requirements. Adjustments were also made for plant closings, expansions or

instituted originally in Case No. 1999-070, with the composite calculated

IN and Nashville, TN. The composite normal heating degree days were based

reductions, and contract changes altering a customer's service type or rate

changes in industrial sales and transportation were reflected in our test period

forecast. Exhibit MAM-3 attached hereto summarizes the impact of industrial

Historical volume requirements for each transportation customer were reviewed,

contract and volume changes, by service type.

upon the same process of weighting of the five weather stations, applying the

Adjusting for variances from nornlal weather is a common practice. The

methodology for determining composite degree days was based on a process

from the 19.4% warmer than nonnal period.

reported for the 30-year period of 1981 to 2010. Exhibit MAM-4 attached hereto

weighting weather data from Paducah, Lexington and Louisville, KY, Evansville,

summarizes the monthly weather adjustment to the reference period resulting

National Oceanic and Atmospheric Administration ("NOAA") normal HDDs as
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provide details of the calculations of the respective weather adjustment for the

weather sensitive residential, commercial and public authority classes.

HO'V ARE WEATHER NORMALIZATION ADJUSTMENT ("WNA")

REVENUES FACTORED INTO THE WEATHER ADJUSTMENT?

For this purpose, WNA revenues are ignored. The weather adjustment calculates

the normal ized volumes associated with normal weather, which will be priced out

to demonstrate weather normalized revenues. Actual WNA revenues compensate

for only a portion of those variances; those occUlTing during the WNA billing

months of November 1 through April 30 each winter. The weather adjustment is

intended to normalize billing units for the enti re 12 month period.

PLEASE DESCRIBE IN DETAIL THE HISTORICAl, DATA

CONSIDERED IN THE REVENUE AND VOLUME FORECASTING

PROCESS.

To assess key historical trends necessary for the forecast, financial statistics for

more than ten years were analyzed, noting the numbers of active customers served

during that time and the total volumetric requirements by customer class. Actual

sales volumes each year were adjusted for variances from normal weather, based

on the current HOD composite and normal basis.

Based on the historical data, trends were noted for the customer count, net annual

growth and weather nOlmalized adjusted volumes per customer for residential,

commercial and public authority classes.

PLEASE DISCUSS THE HISTORICAL TRENDS OBSERVED AND THE

ASSUMPTIONS USED IN THE DEVELOPMENT OF THE FORECAST
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TEST PERIOD BUDGET STARTING WITH NET CUSTOMER

GROWTH.

As stated earlier, core markets of residential, commercial and public authority

sales have not exhibited growth in recent years. If not for the Company's

acquisition of the municipality of Livem10re in January 2011, residential

customer counts would have shown a modest decline. For purposes of the Case,

we have assumed zero residential customer growth from the reference period to

the test year. Despite modest recent losses in commercial customer counts, we

have assumed 0 net commercial and public authority customer changes from the

reference period to the test year.

WHAT IS THE ASSUMPTION FOR FUTURE DECLINING USE TRENDS

AS IT RELATES TO THE TEST YEAR?

In Cases 1999-070, 2006-00464 and 2009-00354, Atmos Energy noted the long-

standing trend of declining customer usage. The trend-line for the past ten years

shows an average decline of approximately 0.9 Mcf per year per residential

customer. For purposes of forecasting ttlture periods, we have assumed an

annualized rate of decline of 0.9 Mcf per year per residential customer. Based on

similar analyses of commercial and public authority usage trends, we have

included annualized rates of decline of 2.9 Mef and 23 Mcf per customer

respectively for those classes of firm sales.

WHAT WERE THE ASSUMPTIONS FOR SERVICE CHARGES AND

THE LATE PAYMENT FEES?
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We forecast the transaction-based service charges to remain flat, equal to the

experience in the tvvelve month reference period ending December 20]2.

Late payment fees were first adopted in Case 1999-070, beginning in mid-2000.

Since that time, we have observed that late payment fee revenue is proportionate

to the total revenues billed for residential, commercial and public authority

classes. Based upon the correlation for the past few years, we estimate late

payment fees at a ratio equal to 0.82% of the total projected residential,

commercial and public authority class revenues.

IS THE COMPANY PROPOSING ANY CHANGES TO ITS EXISTING

SERVICE CHARGES AND LATE PAYMENT FEES?

No. The Company believes that its existing charges adequately cover the cost of

service to perfoml these functions and are in line with its charges in other

jurisdictions. However, the Company "vill be proposing a new service charge.

The new service charge is a door tag fee and will be discussed later in my

testimony.

HOW WERE GAS COSTS PROJECTED FOR THE TEST YEAR?

Based upon the sales volumes projected, projected gas supply prices as stated in

current NYMEX futures, and applying the Company's seasonal plans for storage

injections and withdrawals, we modeled the forward periods to estimate the gas

costs to be recovered through future GCAs. This method was first created in

conjunction with Case 1999-070, and has been refined over time to simulate

interstate pipeline demand and commodity costs, retention and other items
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recoverable through the GCA. This model was also utilized in the determination

of storage cost balances for forward periods.

VIII. TEST PERIOD FORECASTS OF REVENUES AND VOLUMES

WAS THE FORECASTING PROCESS PREVIOUSLY DESCRIBED THE

BEST METHOD TO USE FOR THE DEVELOPMENT OF THE TEST

YEAR VOLUME AND REVENUE FORECAST IN THIS CASE?

Yes. The method of developing the forecast ensures a solid bridge of logical and

measurable adjustments, building upon the actual performance of a recent,

reference period. Again, Exhibit MAM-2 attached hereto summarizes each step

of the process and applies Clment rates to the derived billing determinants.

Exhibit IvlAM-5 summarizes the billing determinants for each month of the test

year.

AFTER ADJUSTMENTS FROM THE REFERENCE PERIOD, WHAT IS

THE PROJECTED FINANCIAL PERFORMANCE OF THE COMPANY

IN THE FORECASTED TEST YEAR?

Atmos Energy's forecast of total gross profit for the forecasted period is $65.1

million. At this level of revenue, the Company would earn a 4.51 % return on

shareholder equity, well below investor expectations of 10.70% as set forth in the

testimony of Dr. Vander Weide. An additional distribution margin of

approximately $13.3 million is required to achieve the rate of return proposed in

this case.
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IX. PROPOSED RATES AND RATE STRUCTURES

WHAT ARE THE PRIMARY RATE DESIGN OBJECTIVES OF ATMOS

ENERGY IN TillS CASE?

As stated earlier in my testimony, Atmos Energy's primary objective is to meet or

exceed expectations of our customers, shareholders, employees, regulators and

other key stakeholders. More specifically, we wish to retain our heritage as a

low-cost efficient natural gas service provider, continue to provide excellent

customer service, safe and reliable delivery of natural gas, and be a good

corporate citizen in the Kentucky communities we serve. Our rate design should

support these objectives.

To that end, Atmos Energy is proposing certain rate design features which remove

avoidable uncertainties for customers, shareholders and regulators inherent to our

traditional rate structures.

Atmos Energy's tariff and rate design proposals are as follows:

1) Maintain the general balance of fixed and variable elements in our distribution

rates to ret1ect the underlying cost characteristics of our service; mitigate the

depletion in revenue caused by declining residential and commercial customer

usage; and better align the interests of the Company and customers.

2) Seek permanency of the Company's Weather Normalization Adjustment

(WNA) mechanism.

3) Establish a Margin Loss Rider (MLR) and a System Development Rider

(SDR).
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4) Expand our General Firm Sales Service (Rate G-l) and our Intenuptible Sales

Service (Rate G-2) to allow for Natural Gas Vehicle (NGV) Service.

5) Establish a new Service Charge, a Door Tag Fee.

6) Incorporate revisions to 807 KAR 5:006 into our tariff.

HOW DID YOU DETERMINE THE MANNER IN 'VHICH THE

REVENUE DEFICIENCY WOULD BE SPREAD TO CLASSES AND TO

FIXED AND VARIABLE BILLING COMPONENTS?

Company witness Raab provided a Class Cost of Service study required pursuant

to the Minimum Filing Requirements in this Case. In his study, he determines

that all classes contribute adequate amounts to the Company's cost of service with

the lone exception being residential sales. Whi Ie M r. Raab's analysis is utilized

as one point of reference, the Company believes that each class (commercial,

public authority, industrial sales and transportation) can bear some portion of the

requested increase.

With respect to the balance of the increase to be borne between the fixed or

variable components, I have chosen to increase both fixed and variable

components, with a slightly greater share to variable charges when compared to

CUlTents rates including the PRP surcharge.

WHAT IS THE RESULTING EFFECT OF ATMOS ENERGY'S

PROPOSED RATES COMPARED TO CURRENT RATES FOR THE

AVERAGE RESIDENTIAL, COMJYIERCIAL AND INDUSTRIAL

CUSTOMERS RESPECTIVELY?
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Using the test year volumes and gas costs as the basis for comparison, the annual

impact of Atmos Energy's proposed rates is as follows. The average monthly

charges for a residential customer under G-l service increases $4.50, a 8.98%

increase over current rates. Commercial class customers average monthly charges

increase $14.42, a 8.07% increase over current rates, and the industrial sales and

transportation class average monthly charges increase $287, a 8.85% increase

over current rates. The test year revenues at proposed rates are summarized on

Exhibit MAM-6 attached hereto (in a format comparable to Exhibit MAM-2) and

Exhibit MAM-7 provides the proposed monthly revenues (in a format comparable

to Exhibit MAM-5).

PLEASE DISCUSS THE HISTORY OF THE COMPANY'S WNA

MECHANISM.

The Company's WNA mechanism was initially approved as a pilot program as

part of the settlement in Case No. 1999-00070 and began on November 1, 2000.

In Case No. 2005-00268, the Company sought and received approval for an

additional five year extension. In Case No. 2010-00243, the Company sought

another five year extension; however, the Final Order only granted the Company

a one year extension and the opportunity for additional extensions until more

current weather data was available. Staffs concern in Case No. 2010-00243 was

the Company's continued use of normal Heating Degree Days (HDD) for the

period 1971-2000. In Case No. 2011-00205, the Company sought and received

approval for an additional three years; however, the Company was ordered to

Direct Testimony of Mark A. },Ifartin Page 25
Ken/lick)' / Martin



2

3 Q.

4

5 A.

6

7

8

9

10

11

12

13 Q.

14

15 A.

16

17

18 Q.

19

20 A.

21

22

23

calculate its WNA mechanism using HDD data for the period 1981-2010. The

Company utilized this same period for the basis of normal weather in this Case.

WHY DOES THE COMPANY WANT TO MAKE ITS WNA MECHANISM

PERMANENT?

The Company believes that its WNA mechanism has worked effectively since its

inception. The WNA mechanism was initially proposed to separate or "decouple"

impacts of weather-related volume on the Company's margin recovely. During

periods of colder than normal weather, the WNA lowers the Company's

distribution charge and softens the impact of colder weather on consumers.

Conversely, warmer than normal weather increases the distribution charge.

Accordingly, the WNA, for weather-related volumes, help stabilize the

consumers' billings and the Company's revenues.

DO OTHER KENTUCKY LDCS HAVE PERMANENT WNA

MECHANISMS?

Yes. The Company is aware that LG&E received such approval in Case No.

2009-00172, Delta in Case No. 2001-00197 and Columbia in Case No. 1997-

00299.

WOULD THE COMPANY BE OPEN TO ADOPTING A DIFFERENT

PERIOD FOR DEFINING NORMAL WEATHER IN THIS CASE?

Yes. The Company believes that it is extremely important to use the same normal

heating degree-day (NHDD) basis that is utilized for its WNA mechanism as is

used for the determination of distribution commodity rates in its rate case. The

Company has historically used the 30-year NHDD data published by the National
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Oceanic and Atmospheric Association (NOAA), but the Company is open to

working with the Commission to implement a different static data set of normals

if the Commission prefers such.

IS THE COMPANY PROPOSING A CHANGE IN ITS WNA

CALCULATION IN THIS PROCEEDING?

No. While the Company is open to using a different period for normal weather if

that is Staffs preference, it would be the Company's recommendation that

whatever data set is used remains in effect until the Company's next rate case. As

mentioned earlier, the Company believes that it is extremely important to use the

same normal heating degree-day (NHDD) basis that is utilized for its WNA

mechanism as is used for the determination of distribution commodity rates in its

rate case. The Company mentioned in Case No. 2011-00205 that it would

proposed a different data set in its next rate case, but that case dealt with using

1971-2000 normals versus 1981-2010 nonnals. The Company advocated for the

continued use of the 1971-2000 nonnals since that data set was used in setting

rates in Case No. 2009-00354. As mentioned earlier, the Order in Case No. 2011-

00205 required to the Company to use the 1981-2010 normals for its WNA

calculations. On a going forward basis, the Company would prefer that the

appropriate data set be dete1mined in rate case proceedings.

PLEASE EXPLAIN THE PURPOSE OF THE COMPANY'S PROPOSED

MARGIN LOSS RIDER (MLR).

The purpose of the MLR is intended to allow the Company to recover 50% of any

lost margin related to (1) the Company's existing Economic Development Rider,
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(2) discounts pursuant to the Alternative Fuel Responsive Flex Provisions or (3)

negotiated rates with bypass candidates. The MLR is intended to enhance the

Company's system utilization white encouraging industrial development and job

growth within the Company's service areas. Margin recovery associated with

discounted service that is already reflected in the Company's base rates would be

prohibited under the MLR.

WHICH CLASS OF CUSTOMERS WOULD THE MLR BE CHARGED?

The MLR would be applicable to tariff sales service customers under the

Company's Rate Schedules G-I and G-2.

PLEASE EXPLAIN HOW THE MLR WOULD BE CALCULATED.

The calculation of lost margin would be the difference between existing tariff

rates and the negotiated special contract rates. The difference would then be

divided by two. The quotient would be collected over estimated sales volumes as

used in the Correction Factor of the Gas Cost Adjustment Rider. A balancing

adjustment would also be calculated on an annual basis and be used to reconcile

the difference between the amount of revenues actually billed tlu'ough the MLR

and the revenues which should have been billed. The balance adjustment

amounts calculated would include interest to be calculated at a rate equal to the

average of the "3-month Commercial Paper Rate" for the immediately preceding

twelve-month period.

HAS THE COMMISSION PREVIOUSLY APPROVED A MLR FOR THE

COMPANY?
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Yes. The Commission initially approved a MLR tariff for the Company in Case

No. 99-070. That tariff expired in 2007.

PLEASE EXPLAIN THE PURPOSE OF THE COMPANY'S PROPOSED

SYSTEM DEVELOPMENT RIDER.

The purpose of the SDR is intended to allow the Company to recover any specific

investment related to economic development initiatives for overall system

improvement and/or reliability and that cannot be directly assigned to a customer

or a group of customers. The SDR is intended to encourage industrial

development, infrastructure investment and job growth within the Company's

service areas.

WHICH CLASS OF CUSTOMERS WOULD THE SDR BE CHARGED?

The SDR would be applicable to tariff sales service customers under the

Company's Rate Schedules 0-1 and 0-2. All customers receiving service under

tariff Rate Schedule 0-1 and 0-2 would be assessed an adjustment to their

applicable rate schedule that would enable the Company to recover any capital

investment related to economic development initiatives. The allocation to 0-1

residential, 0-1 non-residential and 0-2 would be in proportion to their relative

base revenue share approved in the most recently approved general rate case.

PLEASE EXPLAIN HOW THE SDR WOULD BE CALCULATED.

The SDR would be calculated in the same manner as the Company's approved

Pipe Replacement Program. The SDR would be filed on or around August 1st of

each year. The filing would reflect any infrastructure investment for the

upcoming fiscal year ending each September as well as a balancing adjustment for
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the preceding fiscal year. Such adjustments to the SDR would become effective

with meter readings on and after the first billing cycle of October.

HAS THE COMPANY PROPOSED SIMILAR RIDERS AS THE MLR

AND SDRIN THE PAST?

Yes. The Company proposed the MLR and SDR in February 2012 in Case No.

2012-00066. The Company's proposed riders are nearly identical to those

proposed in Case No. 2012-00066. The only difference is that in Case No. 2012-

00066, the Company proposed to recover 100% of the lost margin in the MLR

while the Company is only proposing to recover 50% of the lost margin in this

Case.

DID THE COMMISSION APPROVE THE MLR AND THE SDR IN CASE

NO. 2012-00066?

No. The Final Order in Case No. 2012-00066 seemed to indicate that public

notice, as required under KRS 278.180, was necessary for approval and

implementation of the MLR and SDR.

WHY SHOULD THE COMMISSION APPROVE THE COMPANY'S

PROPOSED MLR AND SDR RIDERS?

The Company believes that its proposed MLR and SDR riders help delay the time

and cost associated with a general rate proceeding. Also, the competition for

customers that "vill bring new jobs and capital investment is more competitive

than ever. The Company believes that all customers will share in the benefits of

increased industrial development and job creation and as a result should not be

considered as being adversely affected by the MLR and SDR riders. If the
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Commission prefers an alternative to the MLR and SDR riders, the Company

would be amendable to a rate stabilization mechanism.

DOES THE COMPANY CURRENTLY OFFERNGV SERVICE?

No. However, the Company's existing Transportation Services (both T-3 and T-

4) have special provisions which allow sale for resale if the gas delivered is used

as a motor vehicle fuel.

WHAT IS THE COMPANY'S PROPOSAL RELATED TO NGV AND ITS

INTERRUPTIBLE SALES SERVICE?

The Company proposes to insert the same language from its T-3 and T-4 tariffs

into its 0-1 and 0-2 tariffs which states that "no gas delivered under this rate

schedule and· applicable contract shall be available for resale to anyone other than

an end-user for use as a motor vehicle fuel".

WHY IS THE COMPANY MAKING THIS PROPOSAL?

The Company has an existing 0-1 customer that will be switching to T-4 service

who will be offering NOVas a motor vehicle fuel, but the Company anticipates

other sales customers that do not qualify for transportation service and would like

to offer NOVas a motor vehicle fuel. As NOV becomes more prevalent, the

Company anticipates additional opportunities and does not want its tariff to be an

impediment to those opportunities.

PLEASE EXPLAIN THE PROPOSED DOOR TAG FEE.

The Company is proposing to establish a door tag fee of$10.00. Once a customer

becomes delinquent, the Company sends the customer a letter after five or ten

days depending on their credit rating notifying the customer of their delinquent
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PLEASE DISCUSS ANY OTHER PROPOSED TARIFF CHANGES.

PROGRAMS?

DID CASE NO 2010-00146 ONLY ADDRESS RETAIL CHOICE

TRANSPORTATIONORDER ADDRESSFINALTHE

Joint Resolution 141 directing the Kentucky Public Service Commission to

DID

PLEASE DISCUSS THE ORIGINATION OF CASE 2010-00146.

x. DISCUSSION OF COMMISSION'S ORDER IN CASE 2010-00146

Sheet Nos. 70-72 and 74-77 for the incorporation of those revisions.

investigate natural gas retai I competition programs and to submit a written report

status. Often the Company will make a trip to the customer's premise and leave a

During its 2010 Regular Session, the Kentucky General Assembly passed House

to 807 KAR 5:001, 5:006 and 5:007. The Company is proposing to incorporate

the customer's premise to leave the door tag.

door tag notifying the customer of possible disconnection. The proposed fee,

the changes to 807 KAR 5:006 into its tariff schedules. Please refer to proposed

while nominal, is designed to help offset the cost of dispatching an employee to

During 2012, the Company participated in the Commission's review and revisions

of its findings to the Legislative Research Commission no later than January 1,

THRESHOLDS?

Transportation service.

No. The parties to this Case also addressed the eligibility threshold for
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Yes. The last paragraph on page 23 of the repOli attached to the Final Order in

Case No. 2010-00146 states that "The Commission believes that existing

transportation thresholds bear further examination, and the Commission will

evaluate each LDC's tariffs and rate design in each LDC's next general rate

proceeding.

DOES THE COMPANY CURRENTLY OFFER TRANSPORTATION

SERVICE?

Yes. The Company has an existing transpoliation tariff which allows a business

to choose from whom they buy gas. The Company was one of the first local

natural gas companies in the Nation to offer transportation service when such

service was introduced in the early to mid 1980s. The Company also offers a

pooling service in which a marketer can pool transporters together in offering

pricing options.

The Company has established a volumetric eligibility threshold of 9,000

Mcfper year for a customer to subscribe to transpoliation service. The Company

believes that the existing volumetric threshold is the appropriate level at which

customers could achieve savings by using transportation service. While no fOl1llal

studies have been done, it is somewhat intuitive that there is a point of

diminishing returns depending on a customer's usage in which savings can be

achieved under transpoliation service. In addition, there are also up-fl'ont costs,

such as electronic flow metering (EFM), monthly administration fees and

potential cashout obligations which may make transportation service cost

prohibitive. The Company also has approximately thirty (30) customers that
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qualify for transpOliation service but choose to stay on sales service which further

indicates the existing eligibility threshold is at an appropriate level.

IS THE COMPANY PROPOSING ANY CHANGES TO ITS

TRANSPORTATION SERVICE?

5 A.

6

7

No. As stated earlier, the Company believes that its existing eligibility threshold

is at an appropriate level.

8 VI. CONCLUSION

9 DOES THIS CONCLUDE YOUR TESTIMONY?

10 A. Yes.
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EXHIBITMAM-1
ATMOS ENERGY CORPORATION - KENTUCKY

BILL FREQUENCY DATA
TWELVE MONTHS ENDED DECEMBER 31, 2012

Uoe Number or Total
No. Class of Customers Jan-12 Feb-12 Mar-12 Apr-i2 May-12 Jun-12 Jul-12 Auq-12 Sep-12 Oct-12 Nov-12 Oec-12 Bins Mcf Rale Revenue

(al (b) (e) [d) (e) (n (g) (h) (~ {j] (k) (I) (m) (n) (0) (pl

1 RESIDENTIAL (Raie G-1)
2 FIRM BILLS 1513,468 156,643 156,1360 155,122 155,085 152.352 151,950 151,511 150,323 151.649 151,892 156,152 1,846,837 $14.28 $26,372,832
3 Sales: 1-300 1,706,342 1,653,701 1,106,992 390,860 317,706 187,557 153,499 173,896 146,388 306,999 857,775 1,215,197 8,356,911 1.1000 9,182,602
4 Sales: 301-15000 4,083 3,409 1,123 203 75 74 37 42 40 136 1,035 2,372 12,627 0.7700 9,723
5 Sales: Over 15000 0 a a a a 0 a a a a a a 0 0.5000 0
6 CLASS TOTAL (Mel/month) 1,77D,425 1,657,110 1,188,115 391,062 317,781 187,631 153,536 173,937 146,428 007,135 858,810 1,217,569 1,846,837 8,369,538 $35,575,157
7
8 FIRM COMMERCIAL IRate G-1)
9 FIRM aILLS 17,761 17,746 17,815 17,427 17,426 17,100 16,908 16,837 15,769 17,007 17,253 17,705 207,762 35.70 $7,417,103

10 Sales: 1-300 647,310 615,374 451,310 189,802 161,273 137,BIl3 109,814 123,007 84,752 174,934 320,125 452,478 3,467,863 1.1000 3,814,650
11 Sales: 001-15000 70,056 65,986 38,532 12,592 9,855 12,963 22,330 41,634 67,956 39,057 27,984 39,226 450,172 0.7700 346,632
12 Sales: Over 15000 a 0 0 0 0 a 0 0 0 0 0 0 0 0.5000 0
13 CL~SS TOTAL (McVmonthl 717,666 681,360 490,892 202,394 171,128 150,646 132,144 164,691 152,707 214,591 348,109 491,705 207.762 3,918,036 $11.578,386
14
15 FIRM INDUSTRIAL (Ra1e G-1l
16 FIRM BILLS 208 204 204 197 202 201 189 184 194 211 196 182 2,382 $35,70 $85,037
17 Sales: 1-300 41,246 32,984 31,547 16,569 13,085 9,891 6,944 10,151 6,091 11,306 22,470 29,214 233,509 1.1000 256,860
18 Sales: 301-15000 74,671 49,940 24,545 8,612 5,137 4,950 3,725 6,512 7,958 7,930 19,249 26,812 240,041 0.7700 184,831
19 Salas: Over 15000 3,337 0 0 0 0 0 0 0 0 0 0 0 3,337 0.5000 1,669
20 CLASS TOTAL (Mellmonih) 119,254 82,924 56,092 25.161 18.233 14,641 10,670 16,663 16,049 19,236 41,718 513,026 2382 476,887 $528,397
21
22 FIRM PUBLIC AUTHORIT( (Rale G-1)

23 FIRM BlLLS 1,580 1,581 1,578 1,571 1,562 1,575 1,585 1,574 1,565 1,571 1,540 1,596 18,904 $35.70 $674,873
24 Sales: 1-300 132,729 129,140 98,951 47,244 38,138 26,129 23,944 24,738 27,426 41,133 77,691 104,054 771,318 1.1000 848,450
25 Sales: 301-15000 45,940 39,493 22,872 7,222 6,391 3,541 1,417 5,233 3,212 12,880 17.723 30,364 196,309 0.7700 151,168
26 Sales; Over 15000 0 0 0 0 0 0 0 0 0 0 0 0 0 0.5000 0
27 CLASS TOT~l (Mcf/month) 178,668 168,633 121,824 54.466 44,528 29,670 25,361 29,972 30,638 54,013 95,415 134,4:38 18,904 957,027 $1.1574,480
28
25 INTERRUPllBLE COMMERCIAL 1~2)

26 INTBILLS 3 3 3 3 4 2 2 2 3 4 4 4 37 344.07 $12,731
27 Sales: 1·15000 1,917 1,947 1,029 680 59 47 42 30 3,228 1,665 5,732 4,838 21,815 0,6370 14,987
28 Sales: Over 15000 0 0 0 0 0 0 0 0 0 0 0 0 0 0,4570 0
29 CLASS TOTAL (Mcfiln onth) 1,917 1,947 1,629 680 59 47 42 30 3,223 1,665 5,732 4,838 37 21,815 $27,713
30
31 INTERRUPTIBLE INDUSTRIAL (G-21
32 INT BILLS 9 9 8 9 9 8 6 10 7 9 8 9 101 344.D7 $34,751
33 Salas: 1-15000 12,876 11,922 12,035 13,335 16,790 27,539 27,230 00,769 32,104 01,778 34,850 21,764 272,991 0.6870 187,545
34 Salas: Over 15000 0 0 0 0 0 14,373 49.146 52,245 54,080 54.136 15,434 7.873 247.293 0.4670 115.486
35 CLASS TOTAL (Mcflmoo1Jl) 12,876 11,922 12,035 13,335 16,790 41,912 76,376 83,014 86,190 85,914 50,284 29,637 101 520,284 $337,782
36
37 TRANSPORTATION (T-41
38 TRANSPORTATION BILLS 119 119 121 121 121 121 123 120 124 124 123 124 1,4£3 328.33 $480,347
39 TrailS Admin ree $5,900 $5,900 $5,950 $5,950 $5,950 $5,950 $6,050 $6,050 $6,100 $6,100 $6,050 $6,050 72,000
40 EFM Fee $5,325 $5,325 $5,325 55,325 $5,325 $5,325 $5,475 $5,475 $5,475 $5,475 $5,475 $5,175 64,500
41 ParKing Fee 5346 $336 $126 $125 $163 $128 $82 $45 $57 $72 $88 $224 1,791
42 Rrm Tr1lnsport 1-300 35,514 35,517 35,137 34,807 33,313 33,690 33,102 33,565 34,155 36,245 36,586 36,653 418,814 1.1930 499,645
43 Rrm Transport 301·15000 518,266 479,662 400,100 365,325 343,918 027,880 303,805 336,457 330,171 418,414 469,786 476,937 4,780,751 0.8351 3,992,405
44 Firm Transport Over 1500 56,879 43,659 35,513 25,909 25,936 25,735 13,750 32.393 31.579 41.703 51,697 80.563 470,216 05423 254,993
45 CLASS TOTAL (Mcflmonth) 810,659 553,838 470,750 426,041 408,667 087,305 360,717 402,415 395,905 498,362 557,969 594,153 1,463 5,669,781 $5,365,686
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EXHIBIT MAM-l
ATMOS ENERGY CORPORATION - KENITUCKY

BILL FREQUENCY DATA
TWELVE MONTHS ENDED DECEMBER 31,2012

Line Number Of Total
No. Class of Customers Jan·12 Feb-12 Mar-12 Apr-12 May-12 Jun-12 Jul-12 Aug-12 Sep-12 Oel-12 Nov-12 Dee-12 Bills Mef Rate Revenue

(a) (b) (e) (d) (e) (D (g) (n) Ii) (j) (k) OJ (m) (n) (0) (p)

46 TRANSPORTATION IT-31
47 TRANSPORTATION BILLS 64 04 64 64 66 66 66 66 66 66 65 65 782 328.24 $257,466
46 Trans Admin Fee $3,200 $3,200 $3,200 $3,200 $3,300 $3,100 $3,300 $3,300 $3,300 $3,300 $3,250 $3,250 39,100
49 EFMF"" $2,550 $2,025 $2,625 82,625 82,625 $2,625 $2,625 $2,625 $2,625 $2,625 S2,550 $2,550 31,275
50 Parkin9 Fee 8548 $018 $440 $320 $420 $429 $322 $400 $338 $313 $202 $258 4,558
51 IntemoptTransport 1-15000 444,777 421,485 389,189 369,518 394,954 378,227 362,369 381,407 376,699 439,233 452,458 424,698 4,835,024 0.6822 3,298,453
52 IntemJptTransport Over 15000 277,361 244,305 194,625 166,441 189,966 158,090 139,951 163,234 146,445 202,415 182,689 165.000 2.230,522 0,4440 990,352
53 CLASS TOTAL (Mel/month) 722,138 665,800 583,814 535,959 584,920 536,317 502,320 544,641 523,144 641,648 635,147 589,698 782 7,065,548 $4,621,203
54
55 Pooling Fees $8,587 $14,095 $9,426 58,549 $5,503 $10,043 $5,848 $5,529 $3,487 $1,022 $4,258 $7,393 $83,849
56
57 SPECIAL CONTRACTS
58 TRANSPORTATION BILLS 18 18 18 18 18 18 18 18 18 18 18 18 216 300.00 $64,800
59 Trans Admin Fee $875 $875 5875 $875 $875 $875 $875 $B50 $850 $850 $850 $850 10,375
60 EFM Fee $800 $800 $800 $800 $800 $800 $800 5825 $825 $825 $825 $825 9,725
61 Parking Fee $2,181 $1,375 51,074 $1,125 $1,588 $1,845 $3,641 $954 $1,221 $585 $919 $847 17,352
62 Transported Volumes 1,303,342 1,154,553 1,101,545 1,112,398 1,164,351 1,078,180 1,039,956 1,134,314 1,060,003 1,098,888 1,063,713 1,068,175 13,3n,418 Various
63 Cnarges for Transport Volumes S130,888 $119,468 5113,421 $114,370 $117,340 $112,814 $106,204 $113,661 $105,245 $112,171 $107,729 $111,556 1,364,888
64 CLASS TOTAL (McD'montJ1) 1,303,342 1,15?,553 1,101,545 1,112,398 1,164,351 1,078,180 1,039,956 1,134,314 1,060,003 1,098,888 1,063,713 1,068,175 216 13,3n,418 $1,467,120
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ATMOS ENERGY CORPORATION -KENTUCKY
SUMMARY OF REVENUE AT PRESENT RATES

TEST YEAR ENDING NOVEMBER 30, 2014

EXHIBITMAM-2

FOlWard-100kin9 Adjustments
'__'_.Reference Period - Twelve Months Ending 12131/2012 To Test Year

Contract Adj, Weather Adj, Customer Conservation Total
Line Number Volumes Bills and Volumes Total Growth & Efficiency TeslYear Present Present
No, Description Block (Mcf) of Bills, Units As Metered Volumes (NOM 1991-2010) Volumes FotBcast Adjustments VolumBs Mar~in Revenue

(a) (b) (c) (d) (e) (D (g) (i) m (1<)
1 fu!]§
2 Rrm Sales (G-1) Customer Chrg 1,846,837 £14,28 $26,372,832
:J Customer Chr9 229,048 14 35.70 8,177,513
4 0-300 12,829,601 14,168 2,126,265 14,970,035 (405,617) 14,564,418 1.1000 16,020,860
5 301 -15,000 689,149 [19,980) 63,611 942,780 (21,671) 921,109 0,7700 709,254
6 Over15,ODO 3,337 0 0 3,337 0 3,337 0.5000 1,669
7 lntemupfible Sales (8-2) Customer Ch'll 138 (9) 344.07 44,385
8 0·15,000 294,806 (91,038) 203,768 203,768 0,6870 139,989
9 Over15,00D 247,293 (239,420) 7,873 7,873 0.4670 3,677
10
11 Tran$portalion
12 Cusro mer Charges [T-4) Custo mer Chrg 1,463 (5) 328.33 478,705
13 Cusrom er Ch a'lles [T-3) Customer Ch'll 782 9 32924 260,429
14 Customer Cha'llGS (SpK) CustoInEr Ch'll 216 0 300,00 64,800
15 Transp, Adm, Fee CusromerCh'll 2,430 4 50,00 121,675
16 Parked Volumes Il] 237,004 0 0.10 23,700
17 EFM Cha'lles Various 105,800
18 Finn Transportation [T-L) O· 300 418,814 867 419,681 419,681 1.1930 500,679
19 301-15,000 4,780,751 157,210 4,937,961 4,937,961 0.8351 4,123,691
20 Over 15,000 470,216 232,590 702,806 702,806 0.5423 381,132
21 Inlemuptible Transportation [T-3) 0-15,000 4,835,024 14,460 4,849,484 4,849,484 0,6822 3,308,318
22 Over 15,000 2,230,522 6,578 2,237,100 2,237,100 0.4440 993,272
23 Toml Special Contracts [2J 13,377,418 90,000 13,467,418 13,467,418 Various 1,372,968
24 Total Tariff 2,078,484 40,386,931 165,435 2,189,876 42,742,242 (427,287) 42,314,955 83,2D5,348
25
26 Other Revenues 778,251
27 Late Payment Fees 1,126,126
28 Toml Gross Prorrt 85,109,725
29
3D Gas Costs 90,265,243
31
32 Total Revenue 155,374,968
33
34 [1] Parked Volumes not included in Total Deliveries.
35 [2] Based Dn confidential infonnafion,



001 BIT MAM-3
ATlvIOS ENERGY CORPORATION -KENTUCKY

VOLUME AND CONTRACT ADJUSTMENTS
TWELVE MONTHS ENDED DECEMBER31, 2012

Une Number Of Total
No. Class of Customers Jan-12 Feb-12 Mar-12 Apr-12 May-12 Jun-12 Jul-12 Aug-12 Sep:12 Oet-12 Nov-12 Dec-12 Bills Mcf Rate Revenue

(a) (b) (e) (0) (e) (fj (g) (h) 0) OJ (k) (I) (m) (n) (0) (p)

1 RESIDENTlAL IRate G-1)
2 FIRM BILLS $14.28 $0
3 Sales: 1-300 4,083 3,409 1,123 203 75 74 37 42 40 136 1,035 2,372 12,627 1,1000 13,890
4 Sales: 301-15000 (4,083) (3,409) (1,123) 1203) (75) (74) (37) (42) (40) (136) (1,035] (2,372) (12,627) 0,7700 19,723)
5 Sales: Over 15000 0 0 0,5000 0
6 CLASS TOTAL (Mef/month) a 0 a 0 0 0 $4,167
7
8 FIRM CQM~IERCIAL (Rate G-1)
9 FIRM BILLS 35,70 $0

10 Sales: 1--300 1.1000 0
11 Sales: 301-150 DO 0.7700 0
12 Sales: Over 15000 0.5000 a
13 CLASS TOTAL (Mel/month) 0 0 0 $0
14
15 FIRM INDUSTRIAL (Rate G-1}
16 FIRM BILLS 0 0 1 1 1 1 2 2 2 1 1 14 35.70 $500
17 Sales: 1-300 0 (47) 102 26 (4) (5) 300 300 367 202 300 1,541 1.1000 1,695
18 Sales: 301-15000 (3,143) 12,495) (932) (693) (322) (168) 87 86 0 0 227 (7,353) 0.7700 (5,662)
19 Sales: Over 15000 0 0 0 0 0 0 0 0 0 0 0 0 0.5000 0
20 CLASS TOTAL (Mcf/month) (3,1431 (2,542) (830) (667) (326) (173) 387 385 367 202 527 14 (5,812) ($3,467)
21
22 FlRM PUBLIC AUTHORITY (Rate &11
23 FIRM BILLS 35.70 $0
24 Sales: 1...300 1.1000 0
25 Sales: 301-15000 0.7700 °26 Sales: Over 15000 0.5000 0
27 CLASS TOTAL (Mef/month) 0 0 $0
28
25 INTERRUPTIBLE COMMERCIAL (G-21
26 [NT BILLS 0 344m $0
27 Sales: 1-15000 0.6870 0
28 Sales: Over 15000 0.4570 0
29 CLASS TOTAL (MDfimontl1) 0 0 $0
30
31 INTERRUPllBLE INDUSTRIAL (&21
32 INT BILLS (2) (2) (2) (2) (1) a 0 0 0 a a (9) 344,07 ($3,097)
33 Sales: 1-15000 0 0 (540) 1493) (5) (15,000) (15,000) (15,000) (15,000) (15,000) (15,000) (91,03B) 0.6B70 (62,543)
34 Sales: Over 15000 0 0 0 0 0 (14,373) (49,146) (52,245) (54,OB6) [54,136) (15,434) (239,420) 0.4670 (111,809)
35 CLASS TOTAL IMcfimontl11 0 0 (540) [493) (5) (29, 373) (64,146) (67,245) (69,OB6) (69,136) 130,434) (9) (330,45B) 1$177,449)
36

Page 1 of2



EYJlIBrr MAM-3
ATMOS ENERGY CORPORATION - KENTUCKY

VOLUME AND CONTRACT ADJUSTMENTS
TWELVE MONTHS ENDED DECEMBER 31,2012

Line Number Of Total
No. Cl ass of Customers Jan-12 Feb-12 Mar-12 Apr-12 May-12 Jun-12 Jul-12 AU9-12 Sep-12 Oal-12 Nov-12 Oee-12 Bills Mef Rate Revenue

(a) (b) (e) (d) (e) (t) (9) (h) (Q UI (k) (I) (m) (n) (0) (p)
JT TRANSPORTAnON IT-41
38 TRANSPORTATION BILLS 1 1 0 0 0 0 (1) (1) (1) (2) (1) (1) (5) 328.33 ($1,642)
39 Trans Admin Fee $50 $50 SO SO $0 $0 ($50) ($50) ($50) ($100) ($50) ($50) (250)
40 EFM Fee $75 $75 $0 $0 $0 $0 ($75) ($75) ($75) ($150) ($75) ($75] (375)
41 Parklng Fee $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 SO $0 0
42 Firm Transport 1-300 300 347 198 274 304 305 8 0 0 (3B7) (202) (300) 867 1.1930 1,034
43 Firm Transport 301-15000 17,843 17,195 15,832 15,393 15,022 14,868 14,100 14-,613 14,614 14,570 2,987 (227] 157,210 0.8351 131,286
44 Firm Transport Over 1500 35,000 30,000 25,000 20,000 15,000 15,000 15,000 15,000 15,000 20,000 25,000 2,590 232,590 0.5423 126,134
45 CLASS TOTAL (Mel/month) 53,143 47,542 4D,830 35,067 30,326 30,173 29,708 29,613 29,614 34,203 27,785 2,063 (5) 39Q,657 $256,187
46
47 TRANSPORTATION IT-3)
43 TRA~ISPORTATION BILLS 2 2 2 2 1 0 0 a 0 0 0 0 9 329.24 $2,963
49 Trans Admin Fee $100 $100 $100 $100 $50 $0 $0 $0 $0 $0 $0 $0 450
50 EFM Fee $150 $150 $150 $150 $75 $0 $0 $0 SO $0 $0 $0 675
38 Pa~.dng Fee $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 0
39 InterruptTransport 1-15000 2,DOo 2,000 2,540 2,493 5 2,000 0 0 2,000 1,422 0 0 14,460 0.6822 9,865
4D InterruptTransport Over 15000 0 0 0 0 2,000 0 0 0 0 576 2,000 2,000 6,576 0.4440 2,921
41 CLASS TOTAL (MGflmonth) 2,DOO 2,000 2,540 2,493 2,005 2,000 0 0 2,000 2,000 2,000 2,000 21.036 $16,873
42
43 SPECIAL CONTRACTS
44 TR~NSPORTATION BILLS 0 0 0 0 0 0 0 0 0 0 0 0 300.00 $0
45 Tmns Admin Fee $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 0
4B EFM Fee $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 0
47 Parldng Fee $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 0
48 Transported Volumes 15,000 15,000 15,000 15,000 (55,000) (5,ODO) 15,000 15,000 15,000 15,000 15,000 15,000 90,000 Various
49 Charges for Transport Volumes $1,200 $1,200 $1,200 $1,200 ($3,700) ($2DO) $1,200 $1,200 $1,200 $1,200 $1,100 $1,200 8,100
50 CLASS TOTAL (Mef/month) 15,000 15,000 15,000 15,000 (55.000) (5,000) 15.000 15,000 15,000 15,000 15,000 15.000 0 90,000 $8,100
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EXHIBIT MAM4
ATMOS ENERGY CORPORATION - KENTUCKY

\'lEATHER ADJUSTME~IT - BASE NOAA 1981-2010
TWELVE MONTHS ENDED DECEMBER 31, 2012

Line Number Of Total
No, Class of Customers Jan-12 Feb-12 Mar-12 Apr-12 May-12 Ju~-12 Jul-12 Aug-12 Sep-12 Oct-12 Nov-12 Dee-12 Bills Mcf Rate Revenue

(a) (b) (e) (d) (e) (n (g) (h) (I) m (k) (I) (m) In) (0) (p)

1 RESIDENTIAL iRate G-11
2 FIRM BILLS $14,28 $0
3 Sales: 1·300 169,641 239,213 159,368 516,979 114,692 20,236 10,453 (10,454) 21,833 71,308 (36,448) 259,023 1,536,844 1.1000 1,689,428
4 Sales: 301-15000 0 0.7700 0
5 Sales: Over 15000 0 0.6000 0
6 CLASS TOTAL (Met/month) 169,641 239,213 169,368 516,979 114,692 20,236 10,453 (10,464) 21,833 71,308 (36,448) 259,023 1,536,844 $1,689,428
7
8 FIRM COMMERCIAL IRate 8--11
9 FIRM BILLS 35.70 $0
10 Sales: 1-300 17,722 36,469 48,868 179,479 64.329 12,478 13,783 (12,388) [1,901) 3,779 18,323 85,297 466,238 1.1000 512,862
11 Sales: 301-15000 1,926 3.911 4,286 11,908 3,931 1.175 2,803 (4,198) [1,523) 857 1,602 7,394 34,072 0.7700 26,235
12 Sales: Over 15000 0 0.5000 0
13 CLASS TOTAL (Mef/month) 19,648 40,380 53,154 191,387 68,260 13,653 16,586 (16,586) (3,424) 4,636 19,925 92,691 0 500,310 $539,097
14
15 FIRM PUBLIC AUTHORITY (Rate G-11
16 FIRM BILLS 0 35.70 $0
17 Sales: 1-300 16,782 23,628 18,509 40,740 8,422 2,005 2,268 (1,982) (2,382) (3,477) (1,866) 19,556 124,183 1.1000 136,601
18 Sales: 301"15000 6,494 7.226 4.278 6,228 1.412 272 134 (420) (278) (1,088) (426J 5,709 29,539 0.7700 22,745
19 Sales: Over 15000 a D.5000 0
20 CLASS TOTAL (Mef/month) 25,256 30,854 22,787 46,968 9,834 2.277 2,402 [2,402) [2,661) (4,560) (2,292J 25,265 0 153,722 $159,340
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EXHI81T MAM-4

Atmos Energy - Kentucky
Normalization Of Volumes For Weather

Reference Period Ended DECEMBER 31, 2012
(Weather Basis: 3D-years ending 2010)

Lagged Lagged Nonnalized Nonnalized
Line Actual Nonnal X Usage per No. of Normalized Actual Weather Normal Including
No. Month HDDs HDDs Coefficient Product Constant Customer Customers Volumes Volumes Adjustment HDDs Unbilled

(a) (b) (c) (d) (e) (f) (g) (h) (i) G) (k) 0) (m)

Residential- Class 1 Rate 1

1 Jan-12 774 927 0.0122 11.3201 1.0790 12.3991 156,468 1,940,066 1,770,425 169,641 944 1,975,368
2 Feb-12 753 903 0.0122 11.0270 1.0790 12.1060 156,643 1,896,323 1,657,110 239,213 735 1,577,219
~ Mar-I2 440 616 0.0122 7.5223 1.0790 8.6013 156,660 1,347,483 1,188,115 159,368 538 1,199,979.;J

4 Apr-12 143 391 0.0122 4.7747 1.0790 5.8537 155,122 908,041 391,062 516,979 247 636,175
5 May-12 107 140 0.0122 1.7096 1.0790 2.7886 155,085 432,473 317,781 114,692 68 296,544

6 Jun-12 8 23 0.0122 0.2809 1.0790 1.3599 152,852 207,867 187,631 20,236 1 167,036

7 Jul-12 0 0 0.0122 0.0000 1.0790 1.0790 151,980 163,989 153,536 10,453 0 164,224

8 Aug-12 0 0 0.0122 0.0000 1.0790 1.0790 151,511 163,483 173,937 (10,454) 0 163,717

9 Sep-12 0 3 0.0122 0.0366 1.0790 1.1156 150,823 168,261 146,428 21,833 36 229,373
10 Oct-12 164 116 0.0122 1.4165 1.0790 2.4955 151,649 378,443 307,135 71,308 228 586,696
11 Nov-12 425 355 0.0122 4.3351 1.0790 5.4141 151,892 822,362 858,810 (36,448) 510 1,111,447
12 Dec-I2 538 686 0.0122 8.3771 1.0790 9.4561 156,152 1,476,592 1,217,569 259,023 853 1,797,606

13
14 Total 3,352 4,160 1.0790 153,903 9,905,383 8,369,538 1,535,844 4,160 9,905,384

15 Average Usage I Customer 64.36 54.38
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EXHIBIT MAM-4

Atmos Energy - Kentucl<y
Normalization OfVolumes For Weather

Reference Period Ended DECEMBER 31,2012

Lagged Lagged Nonnalized Normalized
Line Actual Normal X Usage per No. of Normalized Actual Weather Normal Including
No. Month HDDs HDDs Coefficient Product Constant Customer Customers Volumes Volume (1) Adjustment HDDs Unbilled

(a) (b) (c) (d) (e) (f) (g) (h) (i) 0) (1<) (I) (m)

Commercial - Class 2 Rate 1

1 Jan-12 774 927 0.0353 32.7167 8.7964 41.5131 17,761 737,314 717,666 19,648 944 748,686
2 Feb-12 753 903 0.0353 31.8696 8.7964 40.6660 17,748 721,740 681,360 40,380 735 617,099
3 Mar-12 440 616 0.0353 21.7405 8.7964 30.5369 17,816 544,046 490,892 53,154 538 495,475
4 Apr-12 143 391 0.0353 13.7996 8.7964 22.5960 17,427 393,781 202,394 191,387 247 305,505
5 May-12 107 140 0.0353 4.9410 8.7964 13.7374 17,426 239,388 171,128 68,260 68 195,294
6 Jun-12 8 23 0.0353 0.8117 8.7964 9.6081 17,100 164,299 150,646 13,653 1 151,167
7 Jul-12 0 0 0.0353 0.0000 8.7964 8.7964 16,908 148,730 132,144 16,586 0 148,872
8 Aug-12 0 0 0.0353 0.0000 8.7964 8.7964 16,837 148,105 164,691 (16,586) 0 148,247
9 Sep-12 0 3 0.0353 0.1059 8.7964 8.9023 16,769 149,283 152,707 (3,424) 36 168,975

10 Oct-12 164 116 0.0353 4.0940 8.7964 12.8904 17,007 219,227 214,591 4,636 228 286,727
11 Nov-12 425 355 0.0353 12.5290 8.7964 21.3254 17,258 368,034 348,109 19,925 510 462,886
12 Dec-12 538 686 0.0353 24.2110 8.7964 33.0074 17,705 584,396 491,705 92,691 853 639,409
13
14 Total 3,352 4,160 8.7964 17,314 4,418,343 3,918,035 500,310 4,160 4,418,342

15 Average Usage I Customer 255.20 226.30

Note I - Adjusted for volume and contract adjustments, ifany.
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EXHIBIT MAM-4

Atrnos Energy - Kentucky
Normalization Of Volumes For Weather

Reference Period Ended DECEMBER 31,2012

Lagged Lagged Normalized Normalized
Line Actual Normal X Usage per No. of Normalized Actual Weather Normal Including
No. Month HDDs HDDs Coefficient Product Constant Customer Customers Volumes Volume (1) Adjustment HDDs Unbilled

(a) (b) (c) (d) (e) (f) (g) (h) (i) G) (k) (1) (m)

Public Authority" Class 4 Rate 1

1 Jan-12 774 927 0.1203 111.5499 17.5160 129.0659 1,580 203,924 178,668 25,256 944 207,220
2 Feb-12 753 903 0.1203 108.6619 175160 126.1779 1,581 199,487 168,633 30,854 735 167,577
" Mar-12 440 616 0.1203 74.1259 17.5160 91.6419 1,578 144,611 121,824 22,787 538 129,839J

4 Apr-12 143 391 0.1203 47.0507 17.5160 64.5667 1,571 101,434 54,466 46,968 247 74,234
5 May-12 107 140 0.1203 16.8468 17.5160 34.3628 1,582 54,362 44,528 9,834 68 40,668
6 Jun-12 8 23 0.1203 2.7677 17.5160 20.2837 1,575 31,947 29,670 2,277 1 27,786
7 Jul-12 0 0 0.1203 0.0000 17.5160 17.5160 1,585 27,763 25,361 2,402 0 27,771
8 Aug-12 0 0 0.1203 0.0000 17.5160 175160 1,574 27,570 29,972 (2,402) 0 27,579
9 Sep-12 0 3 0.1203 0.3610 17.5160 17.8770 1,565 27,977 30,638 (2,661) 36 34,203

10 Oct-12 164 116 0.1203 13.9588 17.5160 31.4748 1,571 49,447 54,013 (4,566) 228 70,641
11 Nov-12 425 355 0.1203 42.7187 17.5160 60.2347 1,546 93,123 95,415 (2,292) 510 121,996
12 Dec-12 538 686 0.1203 82.5493 17.5160 100.0653 1,596 159,704 134,439 25,265 853 191,836
13
14 Total 3,352 4,160 17.5160 1,575 1,121,349 967,627 153,722 4,160 1,121,350

15 Average Usage / Customer 711.82 614.24

Note 1 - Adjusted for volume and contract adjustments.
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EXHIBIT IVIAM-5
ATMOS ENERGY CORPORATION - KENTUCKY

BILL FREQUENCY WITH KNOWN & MEASURABLEADJUSTM8~TS

TESTYEARENDING NOVEMBER 30, 2014

Une Total
No. Class of Customers Rate Dec-13 Jan-14 Fetr-14 Mar-14 Apr-14 MaH4 Ju~·14 Jul-14 Auo-14 Sep-14 Oel-14 Nov-14 Billing Units

(aj Ib) (e) (d) (e) If) Ig) Ih) (i) Ul (k) (I) (m)

1 RESIDENTiAL (Rate G-1)
2 RRMBiLLS $14.28 156,152 156,468 156,643 156,660 155,122 155,085 152,852 151,980 151,511 150,82:3 151,649 151,892 1,846,837
3 Sales: 1·300 1.1000 1,457,478 1,891,683 1,848,889 1,312,060 882,288 417,117 197,501 154,625 154,148 158,847 364,413 798,603 9,637,652
4 Sales: 301-15000 0,7700 0 0 0 0 0 0 0 0 0 0 0 0 0
5 Sales: Over 15000 0,5000 0 0 0 0 0 0 0 0 0 0 0 ° 0
6 GLASS TOTAL (Mcflmonthl 1,457,478 1,891,683 1.848.889 1,312.060 882,288 417.117 197,501 154,625 154,148 158,847 364,413 798,603 9,637,652
7 Gas Charge per Mcf $5.74 $5.74 $5.73 $5.73 $5.73 $5,86 $5.86 $5.86 $5.91 $5.91 $5.91 $5.82

Gas Costs $8,359,199 $10,849,533 $10,585,987 $7,512,322 $5,051,623 $2,442,882 $1,156,682 $905,575 $910,701 $938,463 $2,152,940 $4,648,846 $55,514,753
9
10 FIRM COMMERCIAL (Rale 8-1)
11 FIRM BILLS 35.70 17,705 17,761 17,748 17,816 17,427 17,426 17,100 16,908 16,837 16,769 17,007 17,258 207,782
12 Sales: 1-300 1.1000 530,185 644,857 632,180 486,471 360,599 222,479 149,673 123,597 110,619 82,813 176,529 330,795 3,850,797
13 Sales: 301-15000 0.7700 45,962 70,089 67,789 42,666 23,924 13,595 14,092 25,133 37,486 66,401 40,018 28,917 476,072
14 Sales: Over 15000 0.5000 0 0 0 0 0 0 0 0 0 0 0 0 0
15 CLASS TOTAL (Mel/month) 576,147 714.946 699,969 529,137 384,523 236,074 163,765 148,730 148,105 149,214 216.547 359,712 4,326,869
16 Gas Chargeper Mel $5.74 $5.74 $5.73 $5.73 $5.73 $5.86 $5.86 $5.86 $5.91 $5,91 $5,91 $5.82
17 Gas Costs $3,304,426 $4,100,491 $4,007,738 $3,029,623 $2,201,622 $1,382,588 $959,104 $871,050 $875,000 $881,552 $1,279,353 $2,093,963 $24,986,511
18
19 FIRM INDUSTRIAL (Rate 8-11
20 FIRM BILLS $35.70 193 208 204 205 198 203 202 191 186 196 213 197 2,396
21 Sales: 1-300 1.1000 29,514 41,246 32,937 31,649 16,595 13,091 9,886 6,944 10,451 8,391 11,673 22,672 235,050
22 Sales: 301-15000 0.7700 27,039 71,528 47,445 23,613 7,919 4,815 4,782 3,725 6,599 8,044 7,930 19,249 232,688
23 Sales: Over 15000 0.5000 0 3,337 0 0 0 0 0 0 0 0 0 0 3,337
24 CLASS TOTAL (Meflmonth) 56,553 116,111 80,382 55,262 24,514 17,907 14,668 10,670 17,050 16,435 19,603 41,920 471,075
25 Gas Charge par Mcf $5.74 $5.74 $5.73 $5.73 $5.73 $5.86 $5.86 $5,86 $5,91 $5,91 85,91 $5B2
26 Gas Costs $324,356 $665,940 $460,234 $316,408 $140,358 $104,872 $85,904 $62,488 $100,731 $97,096 $115,816 $244,027 $2,718,229
27
28 FIRM PUBLIC AUTHORITY IRate G-1)
25 FIRM BILLS $35.70 1,596 1,580 1,581 1,578 1,571 1,582 1,575 1,585 1,574 1,565 1,571 1,546 18,904
26 Sales: 1·300 1.1000 119,641 141,615 143,006 109,900 82,260 43,431 26,156 24,337 21,128 23,257 35,110 70,878 840,919
27 Sales: 301-15000 0.7700 34,935 49,084 43,734 25,403 12,574 7,278 3,544 1,440 4,470 2,724 10,994 16,169 212,349
28 Sales: Over 15000 0.5000 0 0 0 0 0 0 0 0 0 0 0 0 °29 CLASS TOTAL (Mcffmonth) 154,576 190,899 186,740 135,303 94,834 50,709 29,700 25,777 25,598 25,981 46,104 87,047 1,053,268
30 Gas Gil arge per Mel $5.74 $5.74 $5,73 $5.73 $5,73 $5,86 $5,86 $5.86 $5,91 $5.91 $5.91 $5.82
31 Gas Costs $886,553 $1,094,879 $1,069,197 $774,690 $542,981 $296,982 5173,941 $150,965 $151,232 $153,495 $272,381 $506,720 $6,074,016
32
33 INTERRUPTIBLE COMMERCIAL (G·2)
34 INT BILLS 344.07 4 3 3 3 3 4 2 2 2 3 4 4 37
35 Sales: 1-15000 0,6870 4,838 1,917 1,947 1,629 680 59 47 42 30 3,228 1,665 5,732 21,816
36 Sales: Over 15000 0.4670 0 0 0 0 0 0 ° 0 0 0 0 0 0
37 CLASS TOTAL (Mcflmonth) 4,838 1,917 1,947 1,629 680 59 47 42 30 3,228 1,665 5,732 21,816
38 Gas Chargaper Mcf $4.53 $4,53 $4.50 $4.50 $4.50 $4.63 $4,63 $4,63 $4.68 $4.68 S4.68 $4,60
39 Gas cests $21,910 $8,681 $8,763 $7,332 $3,060 $273 $219 $195 $142 $15,116 $7,796 $26.346 $99,834
40
41 INTERRUPTIBLE INDUSTRIAL [G-2)
42 INT BILLS 344.07 9 7 7 6 7 8 8 6 10 7 9 8 92
43 Sales: 1-15000 0.6870 21,764 12,876 11,922 11,495 12,842 16,785 12,539 12,230 15,769 17,104 16,778 19.850 181,954
44 Sales: Over 15000 0.4670 7,873 0 0 0 0 0 0 0 0 0 0 0 7,873
45 GLASS TOTAL (Mcffmonth) 29,637 12,876 11.922 11,495 12,842 16.785 12,539 12,230 15,769 17,104- 16,778 19,850 189,827
46 Gas Charge per Mcf $4.53 $4,53 $4.50 $4.50 $4.50 $4.63 $4.63 $4,63 $4.68 $4,68 $4.68 .$4,60
47 Gas Costs $134,210 $58,308 $53,656 $51,732 $57,798 $77,738 $58,075 $56,643 $73,843 $60,096 $76,569 S91,232 $871,900
48
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EXHIBIT MAM-5
ATMOS ENERGY CORPORATION - KENTUCKY

BI LL FREQUENCY WITH KNOWN &MEASURABLE ADJUSTMENTS
TEST YEAR ENDING NOVEMBER 30, 2014

Line Tolal
No. Class of Customers Rare Dee"13 Jan-14 Feb-1'[ Mar-14 Apr-14 May-14 Jun"14 Jul-14 AU9"14 Sep"14 Oet-14 Nov-14 Billing Units

(al (b) (e) (d) (e) (~ (g) (h) 01 OJ (k) (I) (m)

49 TRANSPORTATION [["4]
50 TRANSPORTATION BILLS 328.33 123 120 120 121 121 121 121 122 122 123 122 122 1,458
51 Trans Admin Fee $6,000 $5,950 $5,950 $5,950 $5,950 $5,950 $5,950 $6,000 $6,000 $6,050 $6,000 $6,000 $71,750
52 EFM Fee $5,100 $5,400 $5,400 $5,325 $5,325 $5,325 $5,325 $5,400 $5,400 $5,400 $5,325 $5,400 $64,125
53 Parking Fee $224 $346 $336 $126 $125 $163 $128 $82 $45 $57 $72 $88 $1,791
54 Firm Transport 1-300 1.1930 36,353 35,814 35,864 35,335 35,OB1 34,117 33,995 33,140 33,565 34,155 35,87B 36,384 419,682
55 Firm Transport 301-15000 0.8351 476,710 536,109 496,857 415,732 3BO,718 363,940 342,748 323,535 351,070 344,785 432,984 472,m 4,937,962
56 Firm Transport Over 1500 0.5423 83,153 91,879 73,659 60,513 45,909 40,936 40,735 33,760 47,393 46,579 61,703 76,597 702,807
57 CLASS TOTAL (Mer/month) 596,216 663,802 606.380 511,580 461,708 438,993 417,478 390,425 432,028 425,519 530,565 585,754 6,060,448
58
59 TPANSPORTATION IT-3l
60 TRANSPORTATION BILLS 329.24 65 66 66 66 66 67 66 66 66 56 66 65 791
61 Trans Admin Fee $3,250 $3,300 $3,300 $3,300 $3,300 $3,350 $3,300 $3,300 $3,300 $3,300 $3,300 $3,250 $39,550
62 EFM Fee $2,550 $2,700 $2,775 $2,775 $2,775 $2,700 $2,625 52,625 $2,f325 $2,525 $2,625 $2,550 $31,950
63 Perl<ing Fee $258 $548 $518 $440 $320 $420 $429 $322 $450 $339 $313 $202 $4,558
64 InterruptTransport 1-15000 0.6822 424,698 446,m 423,495 391,729 372,011 394,959 380,227 362,369 381,407 378,599 440,655 452,458 4,849,485
65 InterruptTransport Over 15000 0.4440 167,000 277,361 244,305 194,625 166,441 191.966 158,090 139,951 163,234 146,445 202,993 184,689 2,237,100
66 CLASS TOTAL (Mcflmonth\ 591,698 724,138 667,800 586,354 538,452 586,925 538,317 502,020 544,541 525,144 643,648 637,147 7,086,585
67
68 SPECIAL CONTRACTS
69 TRANSPORTATION BILLS 300.00 18 18 18 18 18 18 18 18 18 18 18 18 216
70 Trans Admin Fee $850 $875 $875 $875 $875 $875 $875 $875 $850 $850 $850 $850 $10,375
71 EFM Fee $825 $800 $800 $800 $800 $800 $800 $800 $825 $825 $825 $825 $9,725
72 Parking Fee $847 $2,181 $1,375 $1,074 $1,125 $1,588 $1,845 $3,641 $954 $1,221 $585 $919 $17,352
73 Transported Volumes Various 1,083,175 1,318,342 1,i69,553 1,116,545 1,127,398 1,109,351 1,071,180 1,054,956 1,149,314 1,075,003 1,113,888 1,078,713 13,467,418
74 Charges for Transport Volumes $112,756 $132,088 $120,668 $114,621 $115,570 $113,640 $112,614 $107,404 $114,861 $106,445 $113,371 $108,929 51,372,968
75 CLASS TOTAL (Mef/monllll 1,083,175 1,318,342 1,169,563 1,116,545 1,127,398 1,109,351 1,071,180 1.054,956 1,149,314 1,075,003 1,113,888 1,078,713 13,467,418
76
77 OTHER REVENUE
78 Service Charges $64,443 $61,917 $60,753 $49,210 $47,570 $49,815 $48,845 $44,569 $56,408 $64,896 $124,826 $104,999 $778,251
79 Late Payment Fees $146,365 $180,463 $176,810 $134,462 $99,838 $63,821 $45,620 $41,913 $4i,858 $42,037 $59,092 $93,84fJ $1,126,126
80
81 TOTAL GROSS PROFIT $6,646,917 $7,517,228 $7,333,403 $6,315,199 $5,486,089 $4,738,791 $4,281,194 $4,133.745 $4,198,195 $4,171,606 $4,758,376 $5,528,980 $65,109,726
82 Gas C-osfs $13,030,653 $16,m,832 $16,185,575 $11,692, 108 $7,997,442 $4,305,335 $2,433,925 82.046,916 $2,111,649 $2,165,817 $3,906,855 $7,611,134 $90,265,243
83 TOTAL REVENUE $19,677,570 $24,295,061 $23,518,978 $18,007,307 $13,483,531 $9,044,127 $6,715,120 S6,180,662 $6,309,845 $6,337,423 $8,665,230 $13,140,114 $155,374,969
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EXHIBIT MP.M-6
ATMOS ENERGY CORPORATION" KENTUCKY

SUMMARY OF REVENUE AT PROPOSED RATES
TEST YEAR ENDING NOVEMBER 30, 2014

For-liard-looking Adjustments
Reference Period - Twe~le Months Ending 1213112012 To TestYear

Contract Adj. Weather Adj. Customer Conservation Total
Line Number Volumes Bills and Volumes Total Growth &Efficiency TeslYear Proposed Proposed
No. Description Block (Mcfl of Bills, Units As Metered Volumes (NOAA 1991-2010) Volumes Forecast Adjustments Volumes Margin Revenue

(a) (b) (e) (d) Ie) (I) (g) (i) Ql Ik)
1 Sales
2 Rrm Sales (G-1) Customer Chrg 1,846,837 $16,00 $29,549,392
3 Customer Chrg 229,048 14 40.00 9,162,480
4 0-300 12,829,601 14,168 2,126,265 14,970,035 (405,617) 14,564,4~8 1.6320 23,769,130
5 301-15,000 899,149 (19,980) 63,611 942,780 (21,671) 921,109 0.8800 810,576
6 O\'er 15,000 3,337 0 0 3,337 0 3,337 0.6200 2,069
7 InternJplible Sales (G-2) Customer Chrg 138 (9) 350.00 45,150
8 0-15,000 294,606 [91,038) 203,768 203,768 0.7920 161,334
9 Ol'er 15,000 247,293 (239,420) 7,873 7,873 0.5310 4,181

10
11 Transportation
12 Customer Charges (T-4) Customer Chrg 1,463 (5) 350.00 510,300
13 Customer Charges (T-3) Cuslomer Chrg 782 9 350.00 276,850
14 Customer Charges (SpK) CusJomer Chrg 216 0 300,00 64,800
15 Transp. Adm. Fee Customer Chrg 2,430 4 50.00 121,675
16 Parked Volumes [1J 237,004 a 0.10 23,700
17 EFM Charges Various 105,800
18 Rrm Transportation (T4) 0-300 418,814 867 419,681 419,681 1.6320 684,919
19 301 -15,000 4,780,751 157,210 4,937,961 4,937,961 0,8800 4,845,406
20 Over 15,000 470,216 232,590 702,806 702,806 0.6200 435,740
21 InternJptJble Transportation (T-3) 0-15,000 4,835,024 14,460 4,349,434 4,849,434 07920 3,840,791
22 Over 15,000 2,230,522 6,578 2,237,100 2,237,100 0.5310 1,187,900
23 Total Speciai Contracts [2] 13,377.418 90,000 13,467,418 13,467,418 Various 1.372.968
24 TotaJTariff 2,078,484 40,3B6,931 165,435 2,189,676 42,742,242 (427,287) 42,314,955 76,475,211

25
26 Other Revenu es 778,251
27 Late Payment Fees 1,126,126
28 Talai Gross Profit 78,379,588
29
30 Gas Costs 90,265,243
31
32 Tolal Revenue 168,644,831

33
34 [1) Parked Volumes not included in Total Deliveries.
35 [2) Based on confidential information.



EXHIBIT MAM-7
ATMOS ENERGY CORPORATION - KENTUCKY

BILL FREQUEI'ICY WITH KNOWN & MEASURABLE ADJUSTMENTS
TEST YEAR ENDING NOVEMBER 30, 2014

PROPOSED RATES
Una
No. Class of Custom ars Rate Dec:-13 Jan-14 Fetr14 Mar-14 Apr-14 May-14 Jun-14 JUI-14 Auo-1" Sap-14 Oct-14 Nov-14 Tolal

(a) (b) (e) (d) (a) (f) (g) (n) 0J m (k) (I) (m) (n) (0)

1 RESIDENTLAl IRate G-1)
2 FIRM BILLS $16.00 156,152 156,468 156,643 156,660 155,122 155,085 152,852 151,980 151,511 150,823 151,649 151,892 1,846,837
3 Sales: 1-300 1.6320 1,457,478 1,891,683 1,848,889 1,312,060 882,288 417,117 197,501 154,625 154,148 158,847 364,413 798,603 9,637,652
4 Sales: 30i-15000 08800 0 0 0 0 0 0 0 0 0 0 0 0 0
5 Sales: Over 15000 0.6200 0 0 0 0 0 0 0 0 0 0 0 0 0
6 CLASS TOTAL (Mcf/month) 1,457,478 1,891,683 1,848,889 1,312,060 882,288 417,117 197,501 154,625 154,148 158.847 364,413 798,603 9,631,652
7 Gas C~arge per Mcf $5,74 $5.74 $5.73 $5.73 $5.73 $5.86 $5.86 $5.86 $5.91 $5.91 $5.91 $5.82
8 Gas Costs $8,359,199 $10,849,533 $10,585,987 $7,512,322 $5,051,623 $2,442,882 $1,156,682 $905,575 $910,701 $938,463 $2,152,940 $4,648,846 $55,514,753
9

10 FIRM COMMERCIAURate 8-1\
11 FIRM BILLS 40.00 17,705 17,761 17,748 17,816 17,427 17,426 17,100 16,908 16,837 16,769 17,007 17,258 207,762
12 Sales: 1-300 1.6320 530,185 644,857 632,180 486,471 360,599 222,479 149,673 123,597 110,619 82,813 176,529 330,795 3,850,797
13 Sales: 301-15000 0.8800 45,962 70,089 67,789 42,666 23,924 13,595 14,092 25,133 37,486 66,401 40,018 28,917 476,072
14 Sales: Over 15000 0.6200 0 0 0 0 0 ° ° 0 0 0 0 0 0
15 CLASS TOTAL (Mel/month) 576,147 714,946 699,969 529,137 384,523 236,074 163,765 148.730 148.105 149,214 216,547 359,712 4,326,869
16 Gas Charge per Mcf $5.74 $5.74 $5.73 $5.73 $5.73 $5.86 $5.86 $5.86 $5.91 $5.91 $5.91 $5.82
17 Gas Costs $3,304,426 $4,100,491 $4,007,738 $3,029,623 $2,201,622 $1,382,588 $959,104 $871,050 $875,000 $881,552 $1,279,353 $2,093,963 $24,986,511
18
19 FIRM INDUSTRIAL (Rate 8-11
20 FIRM BILLS W.OO 193 208 204 205 198 203 202 191 '186 196 213 197 2,396
21 Salas: 1-300 1.6320 29,514 41,246 32,937 31,649 16,595 13,091 9,886 6,944 10,451 8,391 11,673 22,672 235,050
22 Sales: 301·15000 0.8800 27,039 71,528 47,445 23,613 7,919 4,815 4,782 3,725 6,599 8,044 7,930 19,249 232,688
23 Sales: Over 15000 0.6200 0 3,337 0 0 0 0 0 0 0 0 0 0 3,337
24 CLASS TOTAL (Mel/month) 56,553 116,111 80,382 55,262 24,514 17,907 14,668 10,670 17,050 16,435 19,603 41,920 471,075
25 Gas Charge per Mel $5.74 $5.74 $5.73 $5.73 $5.73 $5.86 $5.86 $5.86 $5.91 S5.91 $5.91 $5.82
26 Gas Costs $324,356 $665,940 $460,234 $316,408 $140,358 $104,872 $85,904 $62,488 $100,731 $97,096 $115,816 $244,027 $2,718,229
Z7
28 FIRM PUBLIC AUTHORITY (Rate G-i)
25 FIRM BILLS $40.00 1,596 1,580 1,581 1,Si8 1,571 1,582 1,575 1,585 1,574 1,565 1,571 1,546 18,904
26 Sales: 1-300 1.6320 119,641 141,815 143,006 109,900 82,260 43,431 26,155 24,337 21,128 23,257 35,110 70,878 840,919
27 Sales: 301-15000 0.8800 34,935 49,084 43,734 25,403 12,574 7,278 3,544 1,440 4,470 2,724 10,994 16,169 212,349
28 Sales: Over 15000 0.6200 0 0 0 0 0 0 0 0 0 0 0 0 0
29 CIJ\SS TOTAL (Mcf/month) 154,576 190,899 186,740 135,303 94,834 50,709 29,700 25,777 25,598 25,981 46,104 87,047 1,053,268
30 Gas Charge per Mel $5.74 $5.74 $5.73 $5.73 $5.73 $5.86 $5.86 $5.86 $5.91 $5.91 $5.91 $5.82
31 Gas Costs $886,553 $1,094,879 $1,069,197 $774,690 $542,981 $296,982 $173,941 $150,965 $151,232 $153,495 $Z72,381 $506,720 $6,074,016
32
33 INTERRUpnBLE COMMERCIAL rG-2i
34 I~IT BILLS 350.00 4 3 3 3 3 4 2 2 2 3 4 4 37
35 Sales: 1-15000 0.7920 4,8J8 1,917 i,947 i,629 680 59 47 42 30 3,228 1,665 5,732 21,816
36 Sales: Over 15000 . 0.5310 0 0 0 0 0 0 0 0 0 0 0 0 1
37 CLASS TOTAL (Mel/month) 4,838 1,917 1,947 1,629 680 59 47 42 30 3,228 1,665 5,732 21,817
38 Gas Charge per Mef $4.53 $4.53 $4.50 $4.50 $4.50 $4.63 $4.63 $4.63 $4.68 $4.68 $4.68 $4.60
39 Gas Costs $21,910 $8,681 $8,763 $7,332 $3,060 $273 $219 $195 $142 $15,116 $7,796 $26,346 $99,834
40
41 INTERHUPTIBLE INDUSTRIAL (8-2)
42 INT BILLS 35000 9 7 7 6 7 8 8 6 10 7 9 8 92
43 Sates: 1-15000 0.7920 21,764 12,876 11,922 11,495 12,842 16,785 12,539 12,230 15,769 17,104 16,778 19,850 181,954
44 Sales: Over 15000 0.5310 7,873 0 0 0 0 0 0 0 0 0 0 0 7,874
45 CLASS TOTAL (Mcflmonth) 29,637 12,876 11,922 11,495 12,842 16,785 12,539 12,230 15,769 17,104 16,778 19,850 189,827
46 Gas Chat]Je per Mef $4.53 $4.53 $4.50 $4.50 $4.50 $4.63 $4.63 $4.63 $4.68 $4.68 $4.68 $4.60
47 Gas Costs $134,210 $58,308 $53,656 $51,732 $Si,798 $77,738 $58,075 $56,643 $73,843 $80,096 $78,569 $91,232 $871,900
48
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EXHIBIT MAM-7
ATMOS ENERGY CORPORATION - KENTUCKY

BILL FREQUHICY WITH KNOWN & MEASURABLE ADJUSTMENTS
TEST YEAR BODING NOVE1'vIBER 30, 2014

PRQPOSED RATES
Line
No, GI ass of Customers Rate Dec-13 Jan-14 Feb-14 Mar-14 Apr-14 May-14 Jun-14 Jul-14 p,uQ-14 Sep-14 Oct-14 NO'l-14 Tolal

(a) (b) (e) (d) [e) (t) (g) [h) (i) m (k) (I) (m) (n) (0)

49 TRANSPORTATION IT-41
50 TRANSPOPJATiON BILLS 350.00 123 120 120 121 121 121 121 122 122 123 122 122 1,458
51 Trans Admin Fee $6,000 $5,950 $5,950 $5,950 S5,950 $5,950 $5,950 $6,000 $6,000 $6,050 $6,000 $6,000 $71,750
52 EFM Fee $5,100 $5,400 $5,400 $5,325 $5,325 $5,325 $5,325 $5,400 $5,400 $5,400 85,325 $5,4(10 $64,125
53 Parking Fee $224 $346 $336 $126 $125 8163 $128 $82 $45 $57 $72 $88 $1,791
54 Firm Transport: 1·300 1.6320 36,353 35,814 35,864 35,335 35,081 34,117 33,995 33,140 33,565 34,155 35,878 36,384 419,683
55 Firm Transport: 301·15000 0.8800 476,710 536,109 496,857 415,732 380,718 363,940 342,748 323,635 351,070 344,785 432,984 472,m 4,937,962
56 Firm Transport: Over1500 0,6200 83,153 91,879 73,659 60,513 45,909 40,936 4(1,735 33,750 47,393 46,579 61,703 76,597 702,807
57 CLASS TOTAL (Mcf/montl1\ 596,216 663,802 606,380 511.580 461,708 438,993 417,478 390,425 432,028 425,519 530,565 585,754 6,060,448
58
59 TRANSPORTATIQN (I-3)

60 TRANSPORTATION BILLS 350.00 65 66 66 66 66 67 66 66 66 66 66 65 791
61 Trans Admin Fee $3,260 $3,300 $3.300 $3.300 $3.300 $3.350 $3,300 $3,300 $3,300 $3,300 $3,300 $3,250 $39,550
62 EFM Fee $2,550 $2,700 $2,775 $2,775 $2,775 $2,700 $2,625 $2,625 $2,625 $2,625 $2,625 $2,550 $31,950
63 Parking Fee $258 $548 $518 $440 $320 $420 $429 S322 $450 $339 $313 $202 $4,558
64 InterruplTransport: 1-15000 0.7920 424,698 446.777 423,495 391,729 372,011 394.959 380,227 362,369 381,407 378,699 440,655 452,458 4,849,485
65 InterruptTransport Over 15000 0.5310 167,000 277,361 244.305 194,625 166.441 191.966 168,090 139,951 163,234 146,445 202,993 184,689 2,237,101
66 CLASS TOTAL (Mcf/montl1) 591,698 724,138 667.800 586.354 538,452 586.925 538,317 502,320 544,641 525,144 643,648 637,147 7,086,585
67
68 SPECIAL CONTRACTS
69 TRANSPORTATION BILLS 300.00 18 18 18 18 18 18 18 18 18 18 18 18 216
70 Trans Admin Fee $850 S875 $875 $875 $875 $875 S875 $875 $850 $850 $850 $850 $10,375
71 EFM Fee $825 $800 $800 $800 $800 $800 $800 $800 $825 $825 $825 $825 $9,725
72 Parking Foo $847 $2,181 $1.375 $1.074 $1,125 $1.588 $1,845 $3,f341 $954 $1,221 $585 $919 $17,352
73 Transported Volumes Various 1,083,175 1,318,342 1,159,553 1.116.545 1,127.398 1.109,351 1,071,180 1,054,956 1,149,314 1,075,003 1,113,888 1,078,713 13,467,418
74 Charges for Transport Volumes $112,756 S132,088 $120,668 $114,621 .~115.570 $113,640 $112,614 $107,404 $114,861 $106,445 $113,371 $108,929 $1,372,968
75 GLASS TOTAL (Mcflmonlh) 1,083,175 1,318,342 1,169,553 1,116,545 1,127,398 1,109,351 1,071,180 1,054,956 1,149,314 1,D75,OO3 1,113,888 1,078,713 13,467,418
76
77 OTHER REVENUE
78 Service Charges $64.443 $61,917 $60,753 $49,210 $47,570 $49,815 $48,845 $44,569 $56,408 $64,896 $124,826 $104,999 $778,251
79 Late Payment Fees $158,514 $195,143 $191,249 S145,742 $108,509 $69,677 $50,079 $46,052 $45,929 $46,028 $64,445 $101,930 $1,223,298
80
81 TOTAL GROSS PROFIT $8,272,505 $9,479,002 $9,249,293 $7,826,666 $6,659,666 $5,567,581 $4,930,421 $4,736,632 $4,801,835 $4,763,227 $5,536,577 $6,053,355 $78,476,760
82 Gas Costs $13,030,653 $16,777,832 $16,185,575 $11,692,108 $7,997,442 $4,305,335 $2,433,925 $2,046,916 $2,111,649 $2,165,817 $3,906,855 $7,611,134 $90,265,243
83 TOTAL REVENUE $21,303,159 $26,256.834 $25,434,869 $19,518,774 $14,657,108 $9,872,916 $7,364,346 $6,783,548 $6,913,484 $6,929,044 $9,443,432 $14,264,490 $168,742.003
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BEFORE THE PUBLIC SERVICE COMMISSION

COMMONWEALTH OF KENTUCKY

APPLICATION OF ATMOS ENERGY )

)
CORPORATION FOR AN ADJUSTMENT )

)
OF RATES AND TARIFF MODIFICATIONS )

Case No. 2013-00148

TESTIMONY OF JOSHUA C. DENSMAN

I. INTRODUCTION

WHAT ARE YOUR RESPONSIBILITIES AT ATMOS?

PLEASE STATE YOUR NAME, POSITION AND BUSINESS ADDRESS.

the "Company"). My business address is 810 Crescent Centre Drive, Suite 600,

PROFESSIONALANDEDUCATIONALYOURISWHAT

assumed the position of Senior Financial Analyst of Atmos Energy's

worked for Atmos Energy since 2005. I started with the Company as a Rate

I have a Bachelor of Business Administration from Baylor University. I have

Analyst in the Rate Administration Depatiment in Dallas, Texas. In 2008, I

My name is Joshua C. Densman. I am Vice President of Finance for the

KentuckylMid-States Division ("Division"). 1 became Vice President of Finance

BACKGROUND?

Franklin, Tennessee 37067.

KentuckylMid-States Division of Atmos Energy Corporation ("Atmos Energy" or

for the Division in September, 2012.

1 am responsible for monitoring and analyzing the financial performance of the

I

2 Q.

3 A.

4

5

6

7 Q.

8

9 A.

10

II

12

13

14

IS Q.

l6 A.
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ARE YOU SPONSORING ANY EXHIBITS IN THIS PROCEEDING?

THIS PROCEEDING?

HAVE YOU PREVIOUSLY TESTIFIED BEFORE THE KENTUCKY

ARE YOU SPONSORING ANY OF THE FILING REQUIREMENTS IN

Forecasted adjustments limited to twelve (12) months

Forecasted financial data presented as pro fonna

immediately following the suspension period

adjustments to the base period

the development of the Division's annual budget. Other responsibilities include

Yes. 1am sponsoring the following filing requirements:

establishing and maintaining policy, procedures, and controls to ensure

Division, and implementing necessary actions based on those results. I also direct

Principles (GAAP), and regulatory requirements.

compliance with Corporate Accounting policies, Generally Accepted Accounting

in Docket No. 12-00064. Since 2008 I have also been responsible for providing

responsibilities included the review and analysis of accOlmting, billing, and

Yes. I am sponsoring Exhibit JCD-l, which is an Operating & Maintenance

support in filings before the regulatory agencies in the Division. These

FR 16(11)(a)

No. I have, however, filed testimony before the Tennessee Regulatory Authority

Tennessee, Virginia, and Kentucky

(O&M) comparison by cost element.

engineering data for accuracy and appropriate infonnation in the States of

PUBLIC SERVICE COMMISSION (THE "COMMISSION")?

FR 16(11)(b)

1

2

3

4

5

6 Q.

7

8 A.

9

10

11

12

13

14 Q.

15 A.

16

17 Q.

18

19 A.

20

21

22

23
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2

3

4

5

6

7

8

9

]0

1]

12

13

]4

15

16

17

18

19

20

2]

22

FR 16(12)(c)

FR 16(12)(d)

FR 16(12)(h)(9)

FR 16(12)(h)(10)

FR 16(12)(n)

FR 16(12)(0)

FR 16(13)(a)

FR 16(13)(c)

FR 16(13)(d)

Description of all factors used in preparation of the forecast

test period - income statement, operation and maintenance

expenses, employee and labor expenses

Annual and monthly budget for the 12 month period

preceding filing date, the base period and the forecast

period.

Employee Level

Labor cost changes

Latest 12 months of the monthly managerial reports

providing financial results of operations in comparison to

forecast

Complete monthly budget variance reports, with narrative

explanations, for the twelve (12) months immediately prior

to the base period, each month of the base period, and any

subsequent months, as they become available

Jurisdictional financial slU11mary for both base and

forecasted periods detailing how utility derived amount of

requested revenue increase

Jurisdictional operating income summary for both base and

forecasted periods with supporting schedules which provide

breakdowns by major account group and individual account

Summary ofjurisdictional adjustments to operating income

Direct Testimony of Joshua C. Densman Page 3
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FR 16(13)(f) Summary schedules for the base and forecast periods of

other than income taxes

Yes.

II. O&M BUDGETING PROCESS

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

Comparative income statements, revenue and sales

Comparative financial data and earnings measures

Analysis of payroll costs

period and two (2) years beyond

vanous expenses

statistics most recent five years, base period, forecast

FR 16(l3)(g)

FR 16(13)(i)

FR 16(13)(k)

3. The forecasted test year budget for O&M, depreciation expense, and taxes

My testimony will describe:

2. The process of control and monitoring of O&M variances

A PART OF YOUR TESTIMONY?

DO YOU ADOPT THESE FILING REQUIREMENTS AND MAKE THEM

I. The O&M budgeting process used by Atmos Energy

BUDGETING PROCESS?

the process of identifying the anticipated costs of operating and maintaining

Atmos Energy's systems each year; (2) ensure that all policies and procedures

The objectives of the Company's O&M budgeting process are to: (1) formalize

"THAT ARE THE OBJECTIVES OF THE COMPANY'S O&M

2

3

4

5

6

7

8 Q.

9

10 A.

11 Q.

12 A.

13

14

15

16

17

18

19 Q.

20

21 A.

22

23
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1

2

3

4

5

6

7

8

9 Q.

10

11 A.

12

13

14

15

16

17

18

19

20

21

22

associated with the annual budgeting process are consistently adhered to by the

functional managers and otlicers; (3) assess the appropriateness of routine

maintenance requirements and non-capital expenditures proposed by the

functional managers and officers to ensure that the amounts are adequate to

deliver safe, reliable and efficient natural gas service to the Company's

customers; and (4) ensure that the O&M budget properly ref1ects our strategic

operational and financial plans. These objectives are applicable to the Company

as a whole as well as to its various division, state and local level operations.

CAN YOU DESCRIBE THE COMPANY'S O&M BUDGETING

PROCESS?

Yes. O&M costs are budgeted on a fiscal year basis, which begins on October 1

of each year (consistent with the seasonal operations of our business) and runs

through September 30 of the following year. Preparation of operating and

construction budgets for a fiscal year formally begins in late May of each year and

culminates with completion of final budgets in late August, just prior to the

beginning of the fiscal year. Budget preparation is based on meeting the four

objectives described above. Budgets are approved at multiple levels beginning

with supervisors/managers up through division leadership. Additional reviews are

performed by corporate executive operations management and their staff High

level reviews of the division budgets are also performed by the Company's senior

executives who are presiding members of the Company's Management

Committee. The Board of Directors must review and approve the total Company

Direct Testimony of Joshua C. Densman Page 5
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budget before finalization and implementation. This approval typically occurs in

established as a result of this collaboration.

COMPANY'S FINANCIAL PLANNING?

WHAT IS YOUR ROLE IN THIS PROCESS?

WHAT ROLE DOES THE O&M BUDGETING PROCESS PLAY IN THE

My department

of the objectives described above are met each year. Spending targets are

between Planning and Budgeting and division leadership that ensures that all four

communicates certain budget guidelines such as average wage increase

the Company's processes and goals described above.

operational feasibility of the targets and produces an O&M budget consistent with

My role is to facilitate the budget process within the Division that confirms the

September of each year.

a financial plan for each division and rate jurisdiction. lt is the collaboration

collaboration from division leadership, for translating those enterprise targets into

Board of Directors concerning forward-looking financial objectives for the

Company. Planning and Budgeting is responsible, with significant input and

Atmos Energy's Planning and Budgeting Department is responsible for financial

planning at the enterprise level. That depmtment receives direction from the

department's budget and submitting it for review by me and approval along the

clarifying information from cost center owners as needed to explain significant

center owners). Each cost center owner is responsible for building his or her

appropriate approval chain. My department provides support to and often asks for

percentages and anticipated benefits rates to managers and supervisors (cost

2

3 Q.

4

5 A.

6

7

8

9

10

11

12

13

14 Q.

15 A.

16

17

18

19

20

21

22

23
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1

2

3

4

5

6

7

8

9

10

II

12 Q.

13

14 A.

15

16

17

18 Q.

19

20 A.

21

22

23

variances from the prior year. In addition, we budget several items on behalf of

the entire Division such as bill print fees, insurance costs, bad debt provision, etc.

An iterative process involving Division leadership (including myself), my

department and the cost center owners ultimately produces an O&M budget that

meets the needs of our operations, ensures that we operate safely, reliably and

efficiently, and allows our Division to contribute to the financial success of

Atmos Energy. This process is used to develop the direct O&M budget for

Kentucky, as well as the Division's general office O&M budget. A portion of the

Division's general office O&M budget, as hereinafter discussed, is allocated to

Kentucky in accordance with the allocation methods addressed in the direct

testimony of Company witness Mr. Jason Schneider.

ARE YOU FAMILIAR WITH THE COMPANY'S SHARED SERVICES

GROUP?

Yes. The Company's Shared Services Unit (often referred to as SSU) provides

central support functions to the Division, including Kentucky, such as accounting,

legal, tax, information technology, customer support (call center, billing,

collections), etc.

ARE YOU INVOLVED WITH THE PREPARATION OF THE SSU O&M

BUDGET?

Only insofar as the amounts budgeted by SSU departments that impact the O&M

budgets for the Division and for Kentllcky, as well as interfacing with appropriate

SSU department heads with respect to any additional services that may be

required from SSU for the Division or for KentuckYT•

Direct Testimony of Joshua C. Densman Page 7
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Q.

2

3

4 A.

5

6

7

8

9

10

11

12 Q.

13 A.

14

15

16

17

18

19

20 Q.

21

22 A.

23

SO FAR YOU HAVE DESCRIBED THE O&M BUDGETING PROCESS.

CAN YOU EXPLAIN HOW THE BUDGET IS PREPARED WITHIN THE

PARAMETERS OF TillS PROCESS?

Yes. The O&M budget is prepared by type of cost element, such as labor,

benefits, transportation, rents, office supplies, etc. Within each cost element we

budget expenses at the sub-account level. The prior year's actual costs, year-to-

date actual costs and budgeted costs for the remainder of the fiscal year are used

as guidelines for budgeting by functional managers and officers. The budgets are

prepared using a web-based software tool called PlanIt. This tool allows cost

center owners to enter their budgets and my department and Division

management to review budgets using a number of standard and ad hoc reports.

ARE THESE BUDGETS PREPARED BY FERC ACCOUNT?

No. In our experience, FERC accounts do not provide a sufficient level of detail

to enable us to understand the costs within each account. For budgeting purposes

(and subsequent managing of expenses), we need individualized expense types

that relate to the operation of each cost center. FERC accounts do not provide

that level of detail. However, when we spend, we do identify our expenditures by

FERC account as well as expense type. This provides a timely analysis of the

type of charges being expensed by FERC account.

HOW DOES ATMOS CONVERT ITS O&M BUDGET BY COST

ELEMENT INTO FERC ACCOUNTS?

To convert our budget and forecast to FERC accounts, prior year actual

expenditures were downloaded from the general ledger by FERC account and cost

Direct Testimony of Joshua C. Densman Page 8
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2

3

4

5

6

7 Q.

8

9

10 A.

11

12

13

14

15

16

17

18 Q.

19

20 A.

21

22 Q.

23

element A calculation was then made to detelmine within each cost element type

the percentage of spending attributable to each FERC account Each percentage

factor was then applied to the fiscal year 2013 budget and test period forecast by

cost type to develop a budget and test period forecast by FERC account.

III. O&M CONTROL AND MONITORING

DOES THE COMPANY EMPLOY ANY METHODOLOGY TO

MONITOR AND CONTROL O&M ACCORDING TO BUDGETED

LEVELS?

Yes. Atmos Energy utilizes vanance monitoring to ensure financial quality

control of O&M expenses by formalizing the analysis of variances by cost type

and cost center. On a quarterly basis, we present om Division's actual to budget

variances with explanation to the Company's Management Committee, SSU

department heads, select Board of Directors members and external auditors at a

formal Qualierly Performance Review. The goal is to keep all levels of

management intormed of our O&M spending in comparison to budgeted amounts,

in order to allow management to react to unanticipated events on a timely basis.

ARE O&M VARIANCES EVALUATED MORE FREQUENTLY THAN

ON A QUARTERLY BASIS?

Yes. My depatiment conducts a thorough review of O&M actual to budget

variances each month.

PLEASE DESCRIBE YOUR MONTHLY VARIANCE REVIEW

PROCESS.

Direct Testimony of Joshua C. Densman Page 9
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1 A.

2

3

4

5

6

7

8

9

10

11 Q.

12

13 A.

14

15

16

17

18

19 Q.

20

21 A.

22

23

We begin by examining, at the Division level, significant variances by cost type

(labor, benefits, materials, rents, etc.). Significant variances are researched until

an explanation is found. Reasonable explanations could include events that

atlected the entire Division or a particular cost center or region. In some cases,

clarifying information is sought from cost center owners to explain unusual

variances or transactions. For some cost types, clarifying analysis is provided by

SSU departments. If errors are found, they are most often corrected in the current

month's business. Occasionally, however, errors are discovered after the books

are closed, and, depending on materiality, they are corrected in the following

month's business.

DOES ANYONE ELSE WITHIN THE DIVISION HAVE THE ABILITY

TO MONITOR OR REVIEW O&M VARIANCES?

In addition to the research conducted by my department, each cost center owner

has the ability to run variance reports throughout the monthly closing process.

Because cost center owners are held accountable for significant variances to

budget, they conduct their own research and often contact my department when

they find errors or have questions about the expenses that were charged to their

cost centers.

WHAT CONTROLS AND REPORTING ARE INVOLVED IN THE

MONTHLY CLOSE PROCESS REGARDING O&M VARIANCES?

Once the monthly books are closed, the SSU Financial RepOlting department in

Dallas publishes (electronically) the monthly Atmos Energy Financial Package.

This package details the financial performance for Atmos Energy at the corporate

Direct Testimony of Joshua C. Densman Page 10
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2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

and division level. For each division, the report includes a comparative income

statement, operating statistics (volumes, total spending) page, O&M detail page,

balance sheet highlights page and financial highlights page. The financial

highlights page repOlts the Division's monthly and year-to-date (YTD)

performance versus budget for net income, gross profit, O&M and capital

spending. I provide narrative comments on this page to describe our monthly and

YTD variances. Once complete, this Financial Package is available to all Atmos

Energy officers and Board members for review and is an official Sarbanes Oxley

control document of the Company. Once the package is complete, I complete an

online questionnaire generated by our Sarbanes Oxley Compliance Tool

certifying that my department has conducted a thorough review of the Division's

financial performance and the Financial Package and addressed all matters

therein. The Company's external auditors look for this celtification as evidence

of Sarbanes Oxley compliance.

After meeting the Financial Package control requirement, my department

publishes (electronically) detailed O&M reports that include monthly and YTD

variances for each cost center and these repOlts are then made available to each

cost center owner and their respective managers (managers, Division Vice

Presidents, and the Division President). This activity ensures that each cost center

owner receives the same information in the same fonnat each month in a timely

fashion in order to make operational decisions and manage our operations

effectively and et1iciently.

Direct Testimony of Joshua C. Densman Page 11
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Q.

2

3

4 A.

HAS THE O&M VARIANCE MONITORING AND CONTROL PROCESS

YOU HAVE DESCRIBED ENABLED KENTUCKY TO OPERATE

REASONABLY WITHIN ITS BUDGET EACH YEAR?

Yes. As the table below demonstrates, actual O&M expenditures over the past

5 five years have tracked closely to overall budgeted amolli1ts.

6 Dollars in thousands
7

Fiscal Actual Budget Over/(Under) Variance
Year $ $ $ %
2012 $23,540 $22,362 $1,178 5.3%
2011 $22,238 $21,635 $603 2.8%
2010 $21,311 $22,487 $(1,176) (5.2%)
2009 $24,329 $23,445 $884 3.8%
2008 $22,334 $22,268 $66 0.3%

8

9 Q.

10

11 A.

12

13

14 Q.

15 A.

16

17

18

19

20 Q.

21

DO YOU HAVE AN OPINION REGARDING THE SIGNIFICANCE OF

THE mSTORICAL DATA REFLECTED IN THE TABLE ABOVE?

Overall, I believe that these results indicate that we have been successful in our

annual budgets in projecting and managing our O&M expense to the extent those

expenses are within our control.

WHY IS THAT IMPORTANT?

This data demonstrates that the Company's budgeting and control processes 1

have described form a reasonable basis for purposes of the Company's forecasted

test period O&M budget in this rate proceeding.

IV. FORECASTED TEST PERIOD O&M BUDGET

WHAT IS THE FORECASTED TEST PERIOD USED IN THIS RATE

APPLICATION?

Direct Testimony of Joshua C. Densman Page 12
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1 A.

2 Q.

3 A.

4

5

6

7

8

9

10

The forecasted test period is December 1, 2013 through November 30,2014.

HOW WAS THE FORECASTED TEST PERIOD BUDGET DEVELOPED?

The basis for the forecasted test period is our FY2013 budget. Consistent with our

normal annual budgeting timelines, this budget was prepared during the summer

of 2012 and approved by the Board of Directors in September of 2012. This

budget was prepared in the manner I described earlier. The forecasted test period

includes the last ten months of FY2014 and the first two months of FY2015. I

will describe the methodology used for the projection period in detail below. The

FY2013 O&M budget and forecasted test period projection were converted into

FERC account detail using the method described above.

J 1

12

Q. WHAT ARE THE COMPONENTS OF O&M FOR THE FORECASTED

TEST PERIOD?

13 A.

14

15

16

17

18 Q.

19

20 A.

21

22

23 Q.

The forecasted test period O&M is comprised of three parts: expenses inclilTed

and booked directly in Kentucky (rate division 009), allocated expenses from the

Division General Office (rate division 091), and allocated expenses from SSU

(comprised of rate divisions 002 and 012). I will describe the methodology used

for the projection for each of the three components.

WHAT COMPRISES THE BASE PERIOD LEVEL OF COST FILED IN

THIS RATE APPLICATION?

The base period level of cost is August 1, 2012 through July 31, 2013. It is

composed of seven months of actual results up through February 2013 and five

months of our FY20 13 budget.

WHAT IS THE DIRECT O&M FOR THE BASE PERIOD?

Direct Testimony of Joshua C. Densman Page 13
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1 A.

2 Q.

3

4 A.

5 Q.

6

7 A.

8

9 Q.

10

II A.

12

13

14

15

16

17

18

19

20

21

22

23

$13,892,232.

WHAT IS THE DIRECT O&M BUDGET FOR THE FORECASTED TEST

PERIOD?

$13,685,601.

WHAT IS THE DIFFERENCE BETWEEN THE BASE PERIOD O&M

AND TEST PERIOD O&M?

The difference is a decrease of $206,631 and reflects adjustments I have made for

labor and benefits, rent, other O&M and bad debt.

PLEASE EXPLAIN YOUR ADJUSTMENT FOR LABOR AND

BENEFITS.

The labor forecast for the forecasted test period is based on the Company's

approved FY2013 budget. As part of the normal budgeting process, each

employee's total salary, expected capital/expense ratio and expected standby and

overtime amounts are included. While there is always a normal level of position

vacancy at any given point in time, we strive to fill open positions in a timely

manner when and if filling the position is justified by current workload. The base

period level of total labor expenditures represents a fully staffed level minus the

normal level of vacancies and employee levels are projected to remain relatively

constant from the base period to the test period. Base pay increases go into effect

each October 1 and averaged 3.0% for the increases that went into effect October

1, 2012. These increases are captured as part of the FY2013 budget. An

adjustment was made as part of the forecast to account for an average wage

increase of 3.0% to become effective October 1, 2013. The 3.0% is consistent

Direct Testimony of Joshua C. Densman Page 14
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with the average level of increases from the past several years. Overall, labor is

O&M.

PLEASE EXPLAIN YOUR ADJUSTMENT RELATING TO RENT.

PLEASE EXPLAIN YOUR ADJUSTMENT RELATING TO OTHER

the year.

Laborprojected to increase $300,755 from the base period to the test period.

building rents are driven by leases already in place and can therefore be projected

capitalization rates are forecasted by analyzing annual historical patterns and

The labor capitalization rate in the FYl3 budget and test period averages 54% for

Benefits are projected as a fixed benefit load percentage of labor expense

considering lmown capital and expense initiatives that may alter anticipated rates.

Unlike other O&M categories that are likely to increase with normal inflation, our

plus an amount for workers' camp insurance. The test period benefits expense of

Utilities and Maintenance" was budgeted by reviewing actual lease amounts.

$3,161,528 is $294,340 higher than the base period.

Overall, direct Rent, Utilities and Maintenance is proj ected to increase $1,303

Other O&M consists of all expenses except labor, benefits, rent and bad debt. For

with a high level of accuracy. The rent portion of the O&M category "Rent,

rate for the Midwest region over the last three years as repOlted by the u.s.

from the base period.

Department of Labor. One exception, insurance, is escalated at 5%. Increases in

the purpose of this rate filing, they are forecasted using a standard inflation factor

of 2.70% for the test period. The 2.70% inf1ation factor is the average inflation

2

3

4

5

6

7

8

9

10 Q.

11 A.

12

13

14

15

16

17 Q.

18

19 A.

20

21

22

23
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2

3 Q.

4 A.

5

6

7

8

9

10

11 Q.

12

13 A.

14 Q.

15

16

17 A.

18 Q.

19

20 A.

21

22

23

the Company's insurance premiums in recent years have been higher than normal

inflation levels.

PLEASE EXPLAIN YOUR ADJUSTMENT RELATING TO BAD DEBT

Our goal is to keep bad debt no higher than 0.50% of residential, commercial and

public authority revenues during any given year. We work vigorously to collect

bad debts and reduce the impact of bad debt expense on cllstomers. To aJTive at

the bad debt projection of $324,479 we simply calculated 0.50% of residential,

commercial and public authority revenues from the revenue projection in the

direct testimony of Company witness Mr. Mark Maliin. This projection is $3,492

lower than the base period.

WHAT IS THE AMOUNT OF THE DIVISION'S GENERAL OFFICE

O&M ALLOCATED TO KENTUCKY FOR THE BASE PERIOD?

$4,466,231.

WHAT IS THE AMOUNT OF THE DIVISION'S GENERAL OFFICE

O&M BUDGET ALLOCATED TO KENTUCKY FOR THE

FORECASTED TEST PERIOD?

$6,215,385.

PLEASE DISCUSS THE DIFFERENCES BETWEEN THE GENERAL

OFFICE BASE PERIOD AND FORECASTED TEST PERIOD AMOUNTS.

The difference is $1,749,154 and reflects adjustments I have made for labor and

benefits, rent and other O&M. The budgeting process and forecast methodologies

are identical for both direct O&M and General Office O&M. Therefore, the

categories of adjustments made to forecast General Oftice 0&M are also the same
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2 Q.

3

4 A.

5 Q.

6

7

8 A.

9 Q.

10

11

12 A.

13

14

15

16

17 Q.

18

19 A.

20

21

as direct.

WHAT IS THE AMOUNT OF SHARED SERVICES O&M ALLOCATED

TO KENTUCKY FOR THE BASE PERIOD?

$6,410,613.

WHAT IS THE AMOUNT OF THE SHARED SERVICES O&M BUDGET

ALLOCATED TO KENTUCKY FOR THE FORECASTED TEST

PERIOD?

$6,855,965.

PLEASE DISCUSS THE DIFFERENCES BETWEEN THE SHARED

SERVICES BASE PERIOD AND FORECASTED TEST PERIOD

AMOUNTS.

The difference is $445,352. The SSU budget is prepared in a fashion consistent

with that of the Division. Once the SSU department heads complete, submit and

get approval for their budgets, the appropriate level of expenses are allocated to

the Kentllcky rate jurisdiction per the methodologies described in Mr. Jason

Schneider's testimony.

HOW DO YOU MONITOR SHARED SERVICES BILLINGS TO THE

DIVISION?

Shared Services expense billings are reviewed as part of our monthly close

process described earlier. It is my responsibility to contact Accounting in Dallas

and obtain an explanation for any significant variances.
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Q.

2

3

4 A.

5 Q.

6

7

8 A.

9

10

11

12

13

14

15

16

17

18

19

20

21

WHAT IS THE TOTAL FORECASTED TEST PERIOD O&M THAT

RESULTS FROM THE SUM OF THE DIRECT, GENERAL OFFICE AND

SSU COMPONENTS?

$26,756,951.

DO THE FORECASTED O&M AMOUNTS DISCUSSED IN YOUR

TESTIMONY INCLUDE THE RATEMAKING ADJUSTMENTS

QUANTIFIED ON SCHEDULE C-2?

No. Schedule C-2 contains five ratemaking adjustments.

Adjustment for Owensboro Country Club Expenses

The first adjustment removes $1,531 of Owensboro Country Club expenses from

test year distribution operating expense. It is quantified on Schedule F.2.2.

Adjustment for Sales and Promotional Advertising Expenses

The second adjustment removes $72,80 I of sales and promotional advertising

from test year sales expense. It is quantified on Schedule F.4.

Adjustment for Rate Case Expenses

The third adjustment adds $105,667 to test year administrative and general

expense to account for a three-year amortization of the expected expenses

pertaining to this case. It is quantified on Schedule F.6.
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Adjustment for Expense RepOlt Exclusion

The fourth adjustment removes $61,908 of celiain expense repoli items from test

year administrative and general expense. The Company's goal is to ensure that jts

Kentucky rates rest upon a sound foundation of unquestionable costs. The

Company is committed to achieving that goal even if it means foregoing recovery

of a certain amount of legitimate business expense in an effort to ensure that there

can be no question about what remains. The expense repoli exclusion adjustment

is made to exclude certain cost items of which the Company does not intend to

seek recovery from its customers in this case. The excluded amounts are

quantified on Schedule F.8 and occur jn Kentucky as well as the Division General

Office and SSU.

Adjustment for Rental Expense

The fifth adjustment removes celiain lease expenses related to propeliies in

Danville and Paducah, Kentucky due to the fact the Company will be purchasing

propeliies in these areas moving forward. These expenses are quantified on

Schedule F.9.

DO YOU BELIEVE THAT THE FORECASTED TEST PERIOD O&M

BUDGET YOU HAVE PRESENTED IS THE MOST REASONABLE

ESTIMATE OF COSTS FOR THE TEST PERIOD USED IN TillS

PROCEEDING?

Yes. It is the best estimate we have of the Kentucky jurisdiction's future

operating and maintenance expenses.
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V. DEPRECIATION EXPENSE AND TAXES OTHER THAN INCOME
TAX

WHAT IS THE DEPRECIATION EXPENSE FOR THE BASE PERIOD?

The amount of depreciation expense for the base period is $14,736,199.

WHAT IS THE DEPRECIATION EXPENSE FOR THE FORECASTED

TEST PERIOD?

The amount of depreciation expense for the forecasted test period is $16,518,181.

PLEASE DISCUSS THE DIFFERENCES BETWEEN THE BASE PERIOD

AND FORECASTED TEST PERIOD DEPRECIATION AMOUNTS.

Depreciation Rates for the forecasted period are those determined by Company

Witness Mr. Dane Watson. For depredation methodology please refer to Mr.

Watson's testimony. The depreciation rates are applied to the applicable

categories of plant for the Kentucky jurisdiction as well as the General Office and

Shared Services division, resulting in total depreciation expense of $16,518,181.

The amounts allocated from the General Office and SSU to Kentucky are based

upon the cost allocation methodology more fully described in Mr. Jason

Schneider's testimony.

WHAT IS THE EXPENSE LEVEL FOR TAXES, OTHER THAN INCOME

TAXES FOR THE BASE PERIOD?

$4,346,957.

WHAT IS THE LEVEL OF TAXES, OTHER THAN INCOME TAXES

FOR THE FORECASTED TEST PERIOD?

$4,662,683.
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PLEASE DISCUSS THE DIFFERENCES BETWEEN THE BASE PERIOD

AND FORECASTED TEST PERIOD BUDGETS.

The difference is an jncrease of $315,726. The components are jtemized by type

of tax on Schedule C.2.3 F. For all months of the forecasted period (December 1,

2013 - November 30, 2014) payroll taxes have been escalated from PY2013

actuals for the period (December 1,2012 - February 28, 2013) and approved

budgeted amOlmts for the period (March 1, 2013 ~ September 30, 2013), to

account for planned base pay increases. For the period (October 1, 2014 -

November 30, 20]4) the amounts have been escalated from actuals from the

period (October 1, 20]2 - November 30, 2012), to account for planned base pay

increases over a two year period. The monthly charge for the Public Service

Commission Assessment through June 2014 is based on the estimated payment

based on revenues for calendar year 2013. The monthly ad valorem accrual

reflects actuals from the period (August 1, 2012 - February 28, 2013) and

remaining base period months reflects budgeted FY2013 monthly payments of

$261,668. The Company's FY2014 budget is not yet constructed but the

Company's tax department has estimated these monthly ad valorem payments

using FY2013 budget as base. The monthly accrual has been escalated

approximately 5% each calendar year, as these payments are made on a calendar

basis. That monthly accrual has been escalated by 5% for the second half of the

test period. The DOT transmission user tax has been held constant from the base

period. The amount of taxes allocated from the Division General Office and SSU

is based on the allocation methodologies discussed in the Cost Allocation Manual
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attached to Mr. Jason Schneider's testimony.

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes.
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

IN THE MATTER OF
RATE APPLICATION OF
ATMOS ENERGY CORPORATION

)
)
)

Case No. 2013-00148

CERTIFICATE AND AFFIDAVIT

The Affiant, Joshua C. Densman, being duly sworn, deposes and states that the
prepared testimony attached hereto and made a part hereof, constitutes the prepared direct
testimony of this affiant in Case No. 2013-00148, in the Matter of the Rate Application of
Atmos Energy Corporation, and that if asked the questions propounded therein, this
affiant would make the answers set forth in the attached prepared direct pre-filed
testimony.

STATE OF ----;e;;flle.SSefl

COUNTY OF M f I; I-l r'V)So r/

SUBSCRIBED AND SWORN to before me by Joshua C. Densman on this the d /Nt.,
day of May, 2013.

Notary Republic
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ExhibIT JCD-1

O&M by Cost Element

Kentucky II ssu II Dlvision General Office II Total
Base Test Difference Base Test Difference Base Test Difference Base Test Difference

labor 5,038,595 5,339,350 300,755 3,077,651 3,543,588 465,937 883,870 1,271,963 388,093 9,000,116 10,154,900 1,154,785
Employee Welfare 95,062 101,270 6,207 1,306,604 1,404,658 98,055 520,555 514,953 (5,602) 1,922,220 2,020,881 98,661
Benefits 2,867,188 3,161,528 294,340 1,337,487 1,402,740 65,253 524,146 961,725 437,579 4,728,821 5,525,993 797,172
Insurance 102,547 83,798 (18,748) 834,460 835,949 1,490 113,874 184,694 70,821 1,050,880 1,104,442 53,562
Rent, Main!., & Utilities 606,308 607,611 1,303 390,355 434,195 43,840 169,601 190,738 21,137 1,166,265 1,232,544 66,280
Vehicles & Equip 892,150 969,821 77,671 5,134 5,840 706 33,447 47,739 14,292 930,730 1,023,400 92,669
Malerials & Supplies 569,915 548,293 (21,622) 36,054 42,112 6,058 105,196 137,641 32,445 711,165 728,046 16,881
Information Technologies 19,811 9,217 (10,594) 702,662 807,521 104,858 51,816 68,005 16,188 774,290 884,742 110,452
Telecom 170,791 152,640 (18,151) 117,721 131,674 13,953 208,859 291,317 82,458 497,371 575,631 78,260
Markeling 127,925 127,338 (587) 22,400 23,806 1,405 128,862 152,751 23,889 279,187 303,894 24,707
Directors & Shareholders &PR 173 (173) 236,878 280,098 43.220 237,051 280,098 43,047
Dues & Donations 43,002 42,502 (500) 16,933 21,102 4,169 107,642 139,778 32,136 167,577 203,382 35,805
Print & Postages 13,884 14,979 1,095 12,386 14,610 2,224 8,145 12,006 3,861 34,415 41,595 7,179
Travel & Entertainment 237,783 240,543 2,760 140,950 163,977 23,028 187,700 261.048 73,346 566,434 665,566 99,132
Training 9,331 10,050 720 59,569 65,377 5,808 28,155 37,685 9,530 97,055 113,112 16,057
Outside Services 2,579,306 1,845,319 (733,987) 613,951 657,892 43,941 1,461,481 1,909,884 446,403 4,654,738 4,413,095 (241,643)
Provision for Bad Debt 327,970 324,479 (3,492) 0 (104) 104 327,867 324,479 (3,388)
Miscellaneous 190,491 106,866 (83,625) (2,500,583) (2,979,175) (478,593) (67,014) 33,460 100,474 (2,377,105) (2,838,849) (461,744)
Total O&M Expenses 13,892,232 13,685,601 (206,631) 6,410,613 6,655,965 445,352 4,466,231 6,215,365 1,749,154 24,769,077 26,756,951 1,987,874

RateMaking Adjustments:
Advertising Adjustments (72,801) (72,801) (72,S01) (72,801)
Club Expenses (1,531) (1,531) (1,531) (1,531)
Expense Report Exclusions (18,474) (16,474) (17,182) (17,182) (28,252) (28,252) (61,90S) (61,90S)
leases (28,687) (28,687) (28,687) (28,687)
Rate Case Amortization 105,667 105,667 105,667 105,867
Grand Total 13,692,232 13,671,774 (220,459) 6,410,613 6,838,783 428,170 4,466,231 6,187,133 1,720,902 24,769,077 26,697,690 1,926,613





BEFORE THE PUBLIC SERVICE COMMISSION

COMMONWEALTH OF KENTUCKY

APPLICATION OF ATMOS ENERGY )
)

CORPORATION FOR AN ADJUSTMENT )
)

OF RATES AND TARIFF MODIFICATIONS )

Case No. 2013-00148
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TESTIMONY OF GREGORY K. WALLER

I. INTRODUCTION

PLEASE STATE YOUR NAME, JOB TITLE AND BUSINESS ADDRESS.

My name is Gregory K. Waller. I am Manager, Rates and Regulatory Affairs

with Atmas Energy Corporation ("Atmos Energy" or "Company"). My business

address is 5420 LBJ Freeway, Ste. 1600, Dallas, Texas 75240.

WHAT IS YOUR EDUCATIONAL BACKGROUND AND

PROFESSIOANL EXPERIENCE?

r received a Bachelor of AltS degree in economics from Dattmouth College in

1994 and an MBA degree tiom the University of Texas in 2000. I worked as a

management consultant from 1994 to 2003 at Harbor Research in Boston, MA

(1994-1996) and Towers Perrin in Dallas, TX (1997-2003). I joined Atmos

Energy in 2003 in the Planning and Budgeting Department in Dallas. In

November of 2005 I became Vice President of Finance for the Kentucky/Mid-

States Division, which includes the Company's regulated Kentucky operations.

assumed my current role in Dallas, TX in July 2012.
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PROCEEDING?

WHAT IS THE SCOPE OF YOUR TESTIMONY IN THIS

HAVE YOU TESTIFIED BEFORE THIS OR ANY OTHER

REGULATORY COMMISSION?

Jurisdictional federal and state income tax summaries

Capitalization and net investment rate base

(1) Operating Income Statement; (2) Balance Sheet; (3)

Capital Structure Requirements; and (12) Rate Base

Rate base summary for the base and test period (Schedule

Derivation of the requested revenue increase (Schedule A)

Statement of Cash Flows; (4) Revenue Requirements; (1 1)

Reconciliation of the rate base and capitalization

Computation of gross revenue conversion factor

B)

Yes. I testified before the Tennessee Regulatory Authority in 2006 and the

base and proposed capital structure and embedded cost of debt in this rate

direct testimony in the Company's rate proceedings in Kentucky (2006 and 2009),

Georgia Public Service Commission in 2008, 2009 and 2011. 1 also submitted

(FR):

FR 16 (11) (f)

FR 16 (12)(h)

Tennessee (2007,2008 and 2012), and Virginia (2008 and 2009).

FR 16 (11) (c)

FR 16 (13)(a)

FR 16 (13)(b)

FR 16 (13) (e)

FR 16 (13) (h)

proceeding and in that regard I am sponsoring the following Filing Requirements

I am responsible for the calculation of the Company's revenue deficiency, rate
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3 A.

4
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7 Q.
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FR 16 (l3)(i) Comparative income statements, revenue and sales

Yes.

TESTIMONY?

YOUR TESTIMONY?

WHAT IS THE SOURCE OF THE DATA USED TO COMPLETE THE

Comparative financial data

Cost of capital summary

statistics

FR 16 (13) CD

FR ]6 (13) (k)

statistics); and Dr. James Vander Weide (cost of equity).

The detail concerning how this information was derived is found in the

information provided by the following witnesses to this proceeding: Mr. Earnest

which are being sponsored by Company witness Mr. Jason Schneider along with

Attached to my testimony is Exhibit GKW-l which provides the composite

ASSOCIATED SCHEDULES, AND MAKE THEM PART OF YOUR

factors used to allocate common costs for the purpose of the test period in this rate

ARE YOU SPONSORING ANY SCHEDULES IN CONNECTION WITH

DO YOU ADOPT THESE FILING REQUIREMENTS, AND THEIR

proceeding.

testimony of these witnesses. The data and information provided by these

The source of the data includes the accounting books and records of the Company

Napier (capital budget additions); Mr. Josh Densman (operating expense

forecast); Mr. Mark Martin (revenue, gas cost and margin forecast; sales

FILING REQUIREMENTS THAT YOU ARE SPONSORING?
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witnesses is the best available information and was developed consistent with

sound ratemaking practices. Further, the methods that I used to determine the

Company's revenue requirement and rate base in this docket are consistent with

the Company's approach in prior cases before this Commission and with past

Commission practice.

II. REVENUE DEFICIENCY

WHAT IS THE AMOUNT OF ATMOS ENERGY'S REVENUE

DEFICIENCY?

The amount of revenue deficiency Atmos Energy seeks to recover in its proposed

rates is $13,367,575 as shown on line 8 of Schedule A. This deficiency is based

on the forecasted test period twelve months ended November 30, 2014, an

average rate base of $252,914,292 and a required rate of return on rate base of

8.53%. The required retUlTI and projected capital structure are presented in FR 16

(13) (j).

WHAT IS THE SOURCE OF FORECASTED TEST PERIOD ADJUSTED

OPERATING INCOME OF $13,460,079 SHOWN ON SCHEDULE A, LINE

2?

The forecasted test period adjusted operating income is determined in Schedule C

using inputs discussed in the testimony of Company witnesses Mark Matiin and

Josh Densman.

Direct Testimony of Gregory K. Waller Page 4
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III. RATE BASE

HOW DID YOU DETERNIINE THE LEVEL OF RATE BASE FOR THE

TEST PERIOD?

The test period rate base of $252,914,292 is summarized in Schedule B-1, and

detailed in Schedules B-2 through B~6. Each component of the test period rate

base is a thilteell month average forecasted amount, unless noted otherwise. The

components of rate base are: net plant in service, construction work in progress,

cash working capital calculated using the] /8 operation and maintenance expense

method, plus an allowance for other working capital items consisting of materials

and supplies, gas stored underground, and prepayments, less customer advances

for construction and deferred income taxes.

HOW WAS THE TEST YEAR GROSS PLANT IN SERVICE

PROJECTED?

I began with actual per books gross plant as of February 2013 including

allocations of shared plant as discussed by Mr. Schneider in his testimony. I used

the capital spending projection for March - September 2013. For the months of

fiscal year 2014 (October 2013 through September 2014) and the months of

October and November 2014, I added plant additions in amounts 5% greater than

the previous year's forecast to reflect the expected growth in spending consistent

with the company's five year plan. Projected plant retirements were generally

based on the level of retirements recorded in fiscal years 2012 and 2013. Routine

retirements in each forecasted month of fiscal 2013 and 2014 were projected to

continue at the same level in the same month in future years. The notable

Direct Testimony ofGregoly K. Waller Page 5
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exceptions to this methodology are: 1) the handling of the Company's legacy

billing system, which will be retired at the same time the Company's new

Customer Service System (CSS) is placed in service in May 2013, and 2)

incremental investments in system improvements, structures and wireless meter

reading, the merits of which are discussed in the testimony of Mr. Napier.

HOW WAS THE TEST YEAR ACCUMULATED DEPRECIATION

PROJECTED?

I began with actual per books accumulated depreciation as of February 2013

including allocations as discussed by Mr. Schneider in his testimony. For the

months of March 2013 through the end of the test year, I added budgeted or

projected depreciation and deducted the same retirements that were projected for

gross plant.

HOW DID YOU DETERMINE THE AMOUNT OF TEST YEAR

CONSTRUCTION WORK IN PROGRESS TO INCLUDE IN RATE

BASE'?

I began with actual per books construction work in progress as of February 2013

including allocations. I reduced that amount to exclude the allowance for funds

used during construction on projects on which it was recorded. I concluded that

the February 2013 construction work in progress balances were reasonable

estimates of future construction work in progress balances through the forecasted

test year. By leaving the amount of construction work in progress level through

the end of the test year I in effect assumed that projected capital projects would be

closed to gross plant at the same rate at which capital costs were incurred and

Direct Testimony of Gregory K. Waller Page 6
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booked to construction work in progress. The notable exception to this

methodology is the handling of the Company's new billing system, which will be

removed fi-om CWIP and placed into plant in service in May 2013.

HOW WAS THE TEST YEAR AMOUNT OF MATERIAL AND SUPPLIES

DETERMINED?

I calculated the 13 month average amount of materials and supplies in the

forecasted test period using actual amounts booked in the prior year through

January 2013. The Company does not anticipate a significant change in the

amount of materials and supplies in the test year. The calculation method

maintains the historic level of materials and supplies while smoothing out any

historic month to month f1uctuations.

HOW WAS THE AMOUNT OF GAS IN STORAGE DETERMINED?

The projected amount of gas in storage is discussed in Mr. Martin's testimony.

HOW WAS THE TEST YEAR AMOUNT OF PREPAYMENTS

DETERMINED'!

1 calculated the I 3 month average amount of prepayments in the forecasted period

based on actual amounts booked in prior fiscal years. The number of historical

periods used in the calculation varied from 1 to 4 years as determinations were

made as to when the average balances became representative of the Company's

expectations for the current period. The Company has no expectation that these

amounts will change materially in the test year.
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HOW DID YOU PROJECT THE AMOUNT OF TEST YEAR CUSTOMER

ADVANCES FOR CONSTRUCTION?

I calculated the amount of customer advances in the forecasted test period based

on the average of actual amounts booked in the base period from July 2012 to

February 2013. The Company does not anticipate a significant change in the

amount of customer advances in the test year. The calculation method maintains

the historic level of customer advances while smoothing out any historic month to

month t1uctuations.

DOES THE COMPANY'S RATE FILING REFLECT A PROJECTION OF

ACCUMULATED DEFERRED INCOME TAX (ADIT)?

Yes. The Company's income tax department provided a projection of ADIT for

purposes of this filing.

WERE ANY ITEMS EXCLUDED FROM THE ADIT PROJECTION'?

Yes. Beginning April 1,2013, within the base period, the projection excludes any

estimated amount for over/under recovery of gas cost in order to normalize the tax

effect of over/under recovery of gas cost to zero. In addition, the base and test

period forecast excludes the net operating loss carry forward balance attributable

to the Company's unregulated business.

DID YOU INCLUDE CUMULATIVE PIPE REPLACEMENT PROGRAM

(pRP) INVESTMENT IN THE TEST YEAR RATE BASE AND REVENUE

REQUIREMENT?

Yes, as required by the PRP tariff, the impact of the Company's Pipe

Replacement Program (PRP) investment is included throughout the filing and

Direct Testimony of Gregory K. Waller Page 8
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ref1ected in the total revenue requirement of $13,367,575 proposed by the

Company.

HOW DO YOU PROPOSE TO HANDLE THE AUGUST 2013 PRP

FILING TO AVOID OVER-RECOVERY OF FISCAL YEAR 2014 PRP

INVESTMENT?

The Company's annual August PRP filing normally includes PRP investment that

is forecasted to be spent between October 1 and September 30 following the

August filing. The forecasted test period rate base in this case includes actual and

forecasted PRP investment that the Company will make thorough September 30,

2014. The amount of PRP investment forecasted to be spent from October 1,

2013 to September 30, 2014 is $20 million, which is built into the rate base and

revenue requirement of this proceeding.

The Company plans to file its August 2013 PRP filing as scheduled. That

filing will include the typical project-level detail for the annual PRP plan and will

total the same $20 million that is included in this proceeding. The PRP surcharge

rate schedule that results from the August filing will become effective on October

1 as scheduled and will be replaced by the rate schedule that results from this

proceeding at the time the Commission authorizes the Company to implement

rates from this proceeding. Because the rates resulting from this proceeding are

based upon the Company's cumulative cost of service, including the $20 million

of forecasted PRP investment from October 1, 2013 - September 30, 2014, the

Company ensures that it earns a return on that $20 million of PRP investment

once and only once. FUlihermore. by only including PRP investment through

Direct Testimony of Gregory K. Waller Page 9
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September 30, 2014 (two months short of the end of the test period in this

proceeding) the Company can make its August 2014 PRP filing (which will

include PRP investment forecasted for October 1, 2014 to September 30, 2015) as

scheduled and not disrupt the annual timeline for PRP filings.

IV. CAPITAL STRUCTURE AND COST OF DEBT

HOW IS ATMOS ENERGY ORGANIZED?

Atmos Energy conducts its utility operations III eight states through

unincorporated operating divisions. The Company division for which rates are

sought to be adjusted in this proceeding is commonly referred to as the

Kentucky1M id-States Division.

DO THE COMPANY'S UNINCORPORATED DIVISIONS ISSUE THEIR

OWN DEBT OR EQUITY?

No. These divisions, including the Kentucky/Mid-States Division, are not

separate legal entities. Instead, these unincorporated divisions collectively

comprise the legal entity that is Atmos Energy Corporation. Therefore, all debt or

equity funding of the operations perfOlTIled by the utility divisions must be (and

is) issued by Atmos Energy Corporation as a whole, on a consolidated basis.

WHAT CAPITAL STRUCTURE SHOULD BE USED IN THIS

PROCEEDING?

Although this proceeding only affects the rates which may be charged by the

Company for its regulated utility operations in Kentucky, the appropriate capital

structure for each of the Atmos utility operating divisions, including its

Direct Testimony of Gregory K. Waller Page 10
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KentuckylMid-States Division, is equivalent to the consolidated capital struchlre

HOW DOES THIS RECOMMENDED CAPITAL STRUCTURE

2013?

forward looking test period.

Atmos Energy's capital structure and ratios excluding shoti term debt were as

CAPITALON

Total
$4,998,984
100%

Shareholders' Equity

$2,543,470
50.9%

SUMMARIZE YOUR DISCUSSION

STRUCTURE.

Long-Term Debt

$2,455,514
49.1%

As reported on the Company's quarterly repoli on Form IO-Q filed with the

Securities and Exchange Commission for the qualier ended March 31, 2013,

appropriate for the Company's Kentucky operations in this proceeding is set fOlih

that suppOlis the assets serving Kentucky customers. The capital structure that is

equity is 51.8% of the Company's 13-month average capital structure for the

for Atmos as a whole. This is because Atmos provides the debt and equity capital

COMPARE TO THE ACTUAL CAPITAL RATIOS AS OF MARCH 31,

in FR 16 (13) 0). As shown in that FR, long-term debt comprises 48.2% and

follows ($ in thousands):

Atmos Energy's actual capital structure excluding shoti term debt as of March 31,

long-term debt percentage is projected to fall to 48.2% for the forward-looking

2013 consisted of 49.1% long-term debt and 50.9% shareholders' equity. The

PLEASE

test period because the Company will continue to increase shareholders' equity by

2

3

4

5

6

7

8 Q.

9

10

11 A.

12

13

14

15
16
17
18
19

20 Q.

21

22 A.

23

24

25
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20
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22 Q.

23

issuing common stock from its various stock plans and by generating eamings in

excess of dividends paid. The 48.2% long-term debt and 51.8% shareholders'

equity capital structure advocated by the Company in this proceeding is consistent

with stated strategy and is realistic and achievable.

WHAT RATES DO YOU PROPOSE FOR THE EMBEDDED COST OF

DEBT CAPITAL IN SETTING RATES IN THIS CASE?

As shown in FR 16 (13) G), the Company's weighted average cost of long-term

debt for the base period in this case is 6.39%. However, I do not recommend that

the Commission adopt 6.39% as the weighted average cost of long-tenn debt

capital for use in this proceeding because it does not reflect what the cost will be

as of November 30, 2014, which is the end of the forecasted test period used in

this proceeding. FR 16 (13) G) shows that at November 30,2014, the Company's

projected cost of long-tenn debt capital will be 6.19% based on the components of

total long term debt that are forecasted to be in place at that time. I recommend

that the Commission adopt that as the weighted average cost of long-term debt

capital for use in this proceeding. This weighted average cost of debt will permit

Atmos Energy to raise the required debt capital to support its operations and to

continue to provide safe, reliable and efficient natural gas service to its Kentucky

customers.

v. CONCLUSION

DID YOU PREPARE A RECONCILIATION OF TEST YEAR RATE BASE

AND CAPITALIZATION?

Direct Testimony of Gregory K. Waller Page 12
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2

3

4

5

6

A. Yes. To comply with section 16(11)(f) of 807 KAR 5001, 1 prepared the

reconciliation in Schedule FR 16(11 )(f). It shows the differences between the test

year average rate base and test year end capital that result from llsing 13 month

averages in rate base, certain balance sheet items not being included in rate base

and amounts included in rate base for particular categories that differ from the

amount included on the balance sheet.

7 Q.

8 A.

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes.
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Exhibit GKW-1
Page 1 of 2

ATMOS ENERGY CORPORATION
Allocation of Atmos Corporate (Co. # 10) Cost Based on 12 1\lonth Period Ended 9/30/12

TEST PERIOD ALLOCATION FACTORS

Kentucky/ Mississippi

_c:eJ1:<Ip."n",e",n::-t ---=T"'otal=__\"'1i-=c"'stC-'T:::c"'xC-'D'''i,,v_C'''O"'IK='S",D=iv_.:;L;;:A=D:..h:...'0:::0",7_,LA Div 077 MidSta-=te:::s.:;D::..:i:..v__.:::D:..i':...'__-=Mi-='-=d:...-T::"-=x:...D=i,:...'_C-'A-=tm=o-=s-=P-=IL=---~ AElv::l'-------'U"'C"'G=S-=to:::cr-=ag"'e=---'\\:..'K::"-=G-=S::..:t:-cor-=a"'ge'---~TL=G"'P=___

Remaining

~,2~E~:Z__

.=:-=-:.._===="'----"-==:-=.:_---=8-=,5:::2:...7::,1:::8::...8 __1.±,323,414 23,453,871 14,749,000

7 °
378,612 36&,6&8 1,2S8,914 ~,873,339

____7.,2.92,1~1,,t';~ ___ ~01,797, 717 465,694,921 178,307,236 494,319,819 838,070,385 435562,797 2,.~g2,762,764 1,280,759,006 34,833,511
3,029,054 . 297,O~3__ ___!,'IO_,:J~8 73,346 270,431 326.604 248,848 1,570,999 350 1,118

341,235,989 27,206,253 23,712,<)16____ 10,289,511 22,111,378 37,120,535 31,477,148 98,525,278 ~.:2,~.~~.,?.~7 21,890,853

Gross Direct PP&E
Number of Customers
Total O&MExpense *
(* before Allocations)

0.10%0,08%

0.12%, 0.20%. 0.33%) 0.20%
0.00% 0.00% 0.00% 0.00%

:.:...__=='----_'----0=-c."-11=-:~-"~ "_0.:::1-"1o:-:/~'----_ _"_0.=-3"_8o'_'.o'----_ _"_1.14%

10000% 699% 6.47% 248% 6.&6% 11.64% 6.05% 40.40% 17,78% 0.48%
~~-----~-

981% 7.93% 2.42% 8.93% 10.78% 8.22% 51~86~:;;---' 0,01% 0.04%10000%
10000% 796% 6.95% 3.02% 6.48% 10.88% 9,22% 28.87% 18.46% 6.42%--,_.._.•_......._._----

100.00% 8.25% 7.12%) 2.64% 7.42% 1LI0% 7,&3% 40.38% 12.08% 2.310,,6
-_.~ .•_,._.__.•.,,-

Gross Direct PP&E
Number of Customers
TotalO&MExpense

Total Composite Factor for
FY 2013 and Test Period



Atmos Energy Corporation
Atmos Energy Mid States Div

Development of Test Period Allocation Factors
Cost Based on 12 Month Period Ended 9/30/12

Exhibit GKW-1
Page 2 of 2

Div # Division Name

Sept' 12 Direct
Property Plant &

Equipment
(1 )

Percent of
MidStates
Property

(2)

YE Sept '12 Total
o &M WiD 922

(3)

Percent of
MidStates

O&M
(4)

YE Sept '12
Avg Number of

Customers
(5)

Customer
Factor

(6)

Composite
Factor

(7)

Test Period

09 KENTUCKY 370,136,905 44.49% 13,360,391 52.48% 173,235 53.04% 50.00%
93 TENNESSEE 392,712,163 47.20% 9,172,088 36.03% 130,871 40.07% 41.10%
96 VIRGINIA 69,120,221 8.31% 2,925,759 11.49% 22,498 6.89% 8.90%

Total 831,969,289 100% 25,458,238 100% 326,604 100% 100%
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BEFORE THE PUBLIC SERVICE COMMISSION

COMMONWEALTH OF KENTUCKY

APPLICATION OF ATMOS ENERGY )
)

CORPORATION FOR AN ADJUSTMENT )
)

OF RATES AND TARIFF MODIFICATIONS )

DOCKET NO. 2013-00148

1

2 Q.

3 A.

4

5

6

7

8

9 Q.

10

11 A.

12

13

14

15

TESTIMONY OF EARNEST B. NAPIER, P.E.

I. INTRODUCTION

PLEASE STATE YOUR NAME, POSITION AND BUSINESS ADDRESS.

My name is Eamest B. Napier. I am Vice President Technical Services of the

Kentucky/Mid-States Division of Atmos Energy Corporation ("Atmos Energy" or

"Company"). My business address is 810 Crescent Centre Drive, Suite 600,

Franklin, TN 37067-6226.

II. SUMMARY OF TESTIMONY

PLEASE BRIEFLY SUMMARIZE THE TESTIMONY YOU INTEND TO

GIVE IN THIS MATTER.

In my testimony, I will describe Atmos Energy's budgeting process for capital

expenditures ("Capex"). My testimony will descrihe how the Company decides

upon and prioritizes its capital expenditures. Specifically, I will discuss the

Company's budget for capital expenditures relating to Kentucky for the test

period and as forecast for future years.

Direct Testimony ofEamest B. Napier, P.E. Page 1
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4 A.
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9

10
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12 Q.

13

14 A.

15

16

17

18

19

20

21

22

III. WITNESS QUALIFICATIONS

PLEASE DESCRIBE YOUR PROFESSIONAL AND EDUCATIONAL

BACKGROUND.

I received a Bachelor of Science degree in Civil Engineering from The University

of Tennessee in 1982. I am a Registered Professional Engineer in the states of

Tennessee, Missouri and Kansas. I have been employed in the utility industry

since 1977, predominantly in the natural gas distribution field. 1 have been

employed by Atmos Energy Corporation for over thirty (30) years. During my

time at Atmos Energy Corporation, I have held several different engineering

related positions. I was named Vice President Technical Services for the

Kentucky/Mid-States Division in July 01'2007.

WHAT ARE YOUR RESPONSIBILITIES AS THE VICE PRESIDENT

TECHNICAL SERVICES?

I have overall responsibility for decision-making related to technical operations.

This includes engineering and system design, safety, compliance, procurement,

environmental, measurement, communications, technological infrastructure, and

storage operations. I also sponsor Atmos Energy's Compliance Committee and

am a member of the Atmos Energy's Utility Operations Council, which sets the

Company's standard practices and procedures for construction, maintenance and

service. In addition, I pmiicipate in the development of the Division's (including

Kentucky) annual capital budget and monitoring capital budgetary compliance.

In this regard, it is my role to ensure that the Company's investment in new plant

Direct Testimony ofEarnest B. Napier, P.E. Page 2
Kenl11cky! Napier



REGULATORY COMMISSIONS OR AUTHORITIES?

KENTUCKY PUBLIC SERVICE COMMISSION?

HAVE YOU EVER SUBMITTED TESTIMONY BEFORE THE

HAVE YOU EVER SUBMITTED TESTIMONY BEFORE ANY OTHER

projects constituting less than five percent (5%) of the

containing four fiscal years of construction expenditures.

Detailed information for the aggregate of construction

Kentucky's most recent capital construction budget

A complete description of all factors used in preparing

Kentucky's capital construction budget.

Detailed information for each major construction project

constituting more than five percent (5%) of the annual

construction budget within the three (3) year forecast.

public safety, system reliability and efficiency.

Yes, I have submitted written and / or oral testimony before the Georgia Public

and equipment in Kentucky is targeted toward meeting the important goals of

Yes. I submitted testimony before the Commission in Docket No. 2009-00354.

also submitted written and / or oral testimony before the Tennessee Regulatory

Service Commission in Docket Numbers 27163, 27168, 29554 and 30442. I have

FR 16(12)(f)

Authority in Docket Numbers 07-00251 and 12-00064.

FR 16(12)(b)

ARE YOU SPONSORING ANY OF THE FILING REQUIREMENTS AND,

IF SO, WHICH?

FR 16(l2)(c)

FR 16(l2)(g)

I am sponsoring the following filing requirements:

1

2

3 Q.

4

5 A.

6 Q.

7

8 A.

9

10

11

12 Q.

13

14 A.

15

16

17

18

]9

20

21

22

23
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annual construction budget within the three (3) year

Yes.

THE COMPANY'S CAPITAL CONSTRUCTION PROGRAM.

IV. CAPITAL BUDGETING PROCESS

BUDGETING PROCESS?

List all commercial or in-house computer software,

papers associated with this application.

forecast.

programs, and models used to develop schedules and work

FR 16(12)(t)

capital expenditures;

DO YOU ADOPT THESE FILING REQUIREMENTS AND MAKE THEM

improvements as appropriate.

WHAT ARE THE OBJECTIVES OF THE COMPANY'S CAPITAL

(l) Fonnalize the process of identifying construction needs and prioritizing

PART OF YOUR TESTIMONY?

(2) Assess the economic feasibility of individual construction projects;

(3) Determine overall capital requirements for the planning periods;

(5) Review past construction projects and work practices, and apply procedural

The objectives of the Company's capital budgeting process are to:

(4) Reassess long term system maintenance requirements annually; and

PLEASE DESCRIBE THE PLANNING AND BUDGET PROCESS FOR

2

3

4

5

6 Q.

7

8 A.

9

10

]] Q.

12

13 A.

14

15

16

17

18

19

20

21 Q.

22
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20
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23

The Company plans its capital expenditures over five fiscal years, with a focused

emphasis on the first year of that five-year period. We normally begin this

process during our third fiscal quarter (April-June) of each year, some 4 to 5

months prior to the beginning of the next fiscal year. The process is initiated

within the Division by a request from my office for a "bottom-up" submission of

projects from our operations supervisors and operations managers in Kentucky.

All proposed projects, vehicles, and equipment must be identified at a high level

by need and cost, and all budgets are prepared based upon meeting the five

objectives described above. The proposed projects, vehicles, and equipment are

reviewed by KentuckylMid-States Division's regional vice presidents of

operations for collaborative agreements between the regional vice presidents,

operations managers, and myself.

After review, additional information is requested for projects that are

determined to be the most eligible for funding and more detailed documentation is

requested from the operations and technical services managers on those patiicular

projects. TIle process is largely complete by late June when projects are entered

into the Atmos Energy capital budget system (PlanIt), although finalization of

capital expenditures is not completed until late August. During this time, the

agreed-to projects have been further substantiated to ensure they meet the

appropriate financial criteria and the stated objectives.

The final proposed budget must be reviewed by the Division's semor

management, including the Division President. Additional reviews are performed

by corporate executive operations management and their staff. High level reviews

Direct Testimony ofEamest B. Napier, P.E. Page 5
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16 Q.
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19 A.

20
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22

23

of the division budgets are also performed by the Company's senior executives

who are presiding members of the Company's Management Committee. The

Capex budget tor Kentucky is not officially approved until it, as part of the

Company's total Capex budget, is presented to the Company's Board of Directors

in September of each year. Upon this approval, all approved projects are

transferred into the Atmos Energy capital tracking system (POWERPLANT) and

are ready for appropriation.

HOW DOES ATMOS PRIORITIZE ITS CAPITAL EXPENDITURES,?

Our priorities for capital expenditure, listed in order of impoliance, are:

1. Public Safety

2. System Capacity and Reliability

3. Customer Growth

4. Facilities Maintenance

5. Public Works, and

6. Slippoli of Long Term Technological Programs.

WHAT FINANCIAL CRITERIA ARE THE MOST SIGNIFICANT IN

APPROVING A PROJECT DURING THE CAPITAL BUDGETING

PROCESS?

We begin work with an overall capital spending goal which we try to work

within, although variations are pem1itted if justified. We also use key investment

criteria to evaluate projects. Any expenditure above targeted levels must be

justified. Individual projects, and our construction program as a whole, are

assessed on the basis of their retum on investment, retum on equity, cost of

Direct Testimony ofEamest B. Napier, P.E. Page 6
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2

3 Q.

4 A.

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21 Q.

22

capital, cash flow, new business forecasts, and various capital overheads such as

labor, benefits, and inflation.

MUST ALL PROJECTS MEET THE SAME FINANCIAL CRITERIA?

No. We separate projects into growth and non-growth capital expenditures.

Growth projects are revenue-producing investments for which we can identify a

stream of revenues, cash flow, return, payback and other standard investment

criteria. Non-growth capital expenditures involve system integrity, equipment,

structures, pipeline integrity, system maintenance and reliability projects which

are evaluated on a cost/benefit basis. We endeavor to keep our annual non-

growth capital expenditures below the level of depreciation. Since these

expenditures do not have an associated stream of revenues, our goal is to fund

these expenditures through internal financial cash flow. Obviously, there are

certain non-growth expenditures which do not impact public safety that can be

scheduled into our five-year investment program to ensure that we properly

maintain our system while still operating within overall cash flow constraints.

Expenditures which impact public safety have always had and will continue to

have the highest priority. We take our obligation to build and operate a safe and

reliable gas system very seriously. Finally, there are also a number of projects we

must fund over which we have little control as to timing, such as public works

projects and highway relocations.

HOW CAN THE COMPANY JUSTIFY ADDITIONAL EXPENDITURES

BEYOND ITS REGULAR CAPITAL BUDGET PROJECTIONS?

Direct Testimony of Eamest B. Napier, P.E. Page 7
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The KentuchrylMid-States Division can secure additional funding through Atmos

Energy if we can demonstrate that we have potential investments which compare

more favorably to competing expenditures in other Atmos Energy business units

and are, therefore, more worthy of immediate funding from a purely financial

standpoint. Expenditures that impact public safety or compliance projects have

the highest priority and are considered mandatory capital projects. Unbudgetecl

expenditures greater than twenty-five thousand dollars must be reviewed by the

Division's senior management, including the Division President. If applicable,

high-level reviews of unbudgeted expenditures also are perfonned by the

Company's senior executives, who are presiding members of the Company's

Management Committee.

HOW IS THE SHARED SERVICES CAPITAL BUDGET DEVELOPED?

The Shared Services ("SSU") I capital budget is developed using similar methods

and processes employed for the Division's Capital expenditure budget which I

have previously described.

V. CONTROL & MONITORING OF CAPITAL EXPENDITURES

WHAT ARE THE GOALS OF THE COMPANY'S PROCESS OF

CONTROLLING AND MONITORING CAPITAL EXPENDITURE

VARIANCES?

Variances from budgeted amounts are inherent in the process of making capital

expenditures. Our variance monitoring process exists to institute financial quality

I Atmos Energy's Shared Services includes the Shared Services General Oftice (Division 02) and the
Shared Services Customer Service Organization (Division 12).

Direct Testimony of Earnest B. Napier, P.E. Page 8
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control by formalizing the analysis of variances by responsibility center in a

VARIANCES.

CONTROLLING AND MONITORING CAPITAL EXPENDITURE

levels and to ensure that corrective action is initiated on a timely basis. This

variances is utilized by each operating division as well as by Shared Services. At

FORPROCESSCOMPANY'STHEDESCRIBE

Once a project has been entered in the capital budget system a request for

integrity/reliability project.

are received and reviewed every month at the business unit level and on a

qUalterly basis at the corporate level. The goal is to keep all levels of

PLEASE

CutTent and future capital projects.

management informed of spending by category or project relative to budgeted

process that identifies year-to-date spending variances by project. These repOlts

The Company's process for controlling and monitoring capital expenditure

two broad categories - Blanket Functionals and Specific Projects. The Blanket

the division level the Company's capital budgeting system maintains projects in

services, leak repair, short main replacements, small integrity/reliability projects,

Functionals include total capital authorizations of a similar type such as new

supports decision-making related to the cost and appropriate management of

within budgeted levels. If during the course of a project, field management

authorization may be submitted. Projects are then monitored to ensure they stay

etc. Specific projects are uniquely identified such as a specific highway

relocation project, replacement of work equipment, or some larger significant

2
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9 Q.
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17 A.
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19
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identifies that the costs of the project will exceed approved amounts, a request for

supplemental funding may be submitted. All expenditures above authorized

appropriation, as well as expenditures for unbudgeted projects or variances on

budgeted and approved projects, must be approved at the appropriate levels within

the Company.

Each month, various project variance repolis are published. Each budget

center manager is responsible and held accountable for managing their overall

approved capital budget.

VI. TEST PERIOD CAPITAL PROJECTION

WHAT IS THE FORECASTED TEST PERIOD USED IN THIS RATE

APPLICATION?

The forecasted test period is December 1, 2013 through November 30, 2014. This

represents 10 months of Kentucky's fiscal year 2014 (FY20 14) and 2 months of

Kentucky's fiscal year 2015 (FY2015).

WHAT IS THE FORECASTED TEST PERIOD CAPITAL PROJECTION'?

The forecasted test period capital projection is $44.22 million which is comprised

of three components - the direct capital spending for Kentucky for the forecasted

test period, the amount allocated to Kentucky resulting from capital spending by

the Kentucky/Mid-States Division's general office and the amount allocated to

Kentucky resulting from capital spending by the SSU during the forecasted test

period. The amounts which are projected to be closed to plant and comprising

additions to SSU rate base are sponsored by Company witness Mr. Gregory

Direct Testimony ofEamest B. Napier, P.E. Page 10
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Waller. The methodology for allocating SSU and the Division general office rate

base amounts to Kentuckry is described in the testimony of Company witness Mr.

Jason Schneider.

a. Kentucky Direct Capital

WHAT KEY PRIORITIES ARE MET THROUGH THE KENTUCKY

DIRECT CAPITAL BUDGET?

System improvement, pipeline integrity, and system integrity investments focus

on customer safety and system reliability and are our highest priorities for capital

budgeting. The next priority is public improvements and state and local public

works projects such as highway relocations. The next priority is customer

growth. Atmos Energy continues to build good working relationships with

developers, economic development boards, and growing communities to meet the

needs of the customer and to accommodate customer growth on its system. Next

in order of priority, a modem neet of vehicles and equipment (backhoes, safety

equipment, ditchers, first responder equipment, air compressors, welding

machines, etc.) allows us to maintain our system and continue to provide a

reliable level of service to our customers. To enhance the level of customer

service provided in the field, we also continue to make investments in new

technology. Technology is a strategic investment that will enable us to continue

improving our business processes, hold down operating costs, and meet the

changing expectations of our customers.

Direct Testimony ofEarnest B. Napier, P.E. Page 11
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HOW WAS KENTUCKY'S DIRECT CAPITAL BUDGET FOR THE

FORECAST PERIOD DEVELOPED?

We relied upon the FY2013 capital projections as a baseline for projecting

detailed FY2014 through FY2015 capital expenditures for purposes of the test

period in this rate application. I also prepared fiscal year capital budget estimates

for FY2016.

WHAT IS KENTUCKY'S FY2013 DIRECT CAPITAL PROJECTION?

Kentucky's FY2013 direct capital projection is $33.85 million.

WHAT IS KENTUCKY'S ESTIMATED FY2014 DIRECT CAPITAL

PROJECTION?

The FY20 14 direct capital projection for Kentucky is $43.87 million.

WHAT IS KENTUCKY'S FY2015 DIRECT CAPITAL PROJECTION AS

FORECASTED IN THE FIVE YEAR PLANNING PROCESS?

Kentucky's FY20 15 direct capital budget is forecasted at $46.06 million.

HOW DID YOU ADJUST KENTUCKY'S FY2013 CAPITAL

PROJECTIONS IN ORDER TO PREPARE THE ESTIMATED FY2014

CAPITAL BUDGET?

The projected cost of capital projects for FY2013 was used as a baseline. Five

percent was added to FY2013 capital projection to develop the estimated FY2014

capital budget. Additional known capital projects were also included in the

FY20 14 estimated capital budget.

Direct Testimony ofEarnest B. Napier, P.E. Page 12
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WHAT SIGNIFICANT CAPITAL PROJECTS ARE INCLUDED IN THE

FY2014 ESTIMATED CAPITAL BUDGET THAT ARE NOT A PART OF

THE 2013 KENTUCKY DIRECT CAPITAL BUDGET?

There are two significant capital projects we have budgeted for in FY2014 that

are not pali of the 2013 Kentucky direct capital budget. One project is the

Wireless Meter Reading project (WMR) and the other is the Hopkinsville System

Improvement project. Both of these projects will improve safety and reliability.

PLEASE DESCRIBE THE WIRELESS METER READING (WMR)

PROJECT.

The WMR project involves the installation of 20,000 endpoints in celiain Atmos

Energy locations within Kentucky. Atmos Energy will implement installation

targeting locations where the Company is utilizing contract meter readers,

locations where there will be a reduction in our work force due to retirements and

relocation, and areas where meter reading is costly due to time per read. By

targeting these high-cost locations Atmos Energy aims to reduce O&M expenses

over time in several ways through the WMR project. The automated process of

WMR allows the human error factor to be removed, and the more accurate

readings result in fewer calls to the call center, fewer re-read requests and fewer

billing adjustments resulting from manual meter reading eITors. Additionally, the

meter reading position experiences the highest number of worker's compensation

injuries of any position in the Company. Reducing this exposure lowers the

Company's lost time injuries and worker's compensation expenses. Over time, as
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vacancies in other positions occur, the meter readers are trained to perform these

duties thereby reducing the total number of employees needed in an operation.

PLEASE DESCRIBE THE HOPKINSVILLE SYSTEM IMPROVEMENT

PROJECT.

The project involves the system improvement of 12,000 feet of line stretching

from Town Border Station #1 (TBS #1) to and along Pembroke Road to increase

the maximum allowable operating pressure of the line. The area of Pembroke

Road is currently home to two industrial parks, Commerce Industrial Park and

Hopkinsville Industrial Park, as well as an ethanol plant currently served by

Atmos Energy. The current line has very limited additional capacity and can

increase its load by no more than approximately 20 Met/hl'. Several companies

have expressed interest in potentially locating to these industrial parks or

expanding existing plant facilities. These economic development plans are

limited, in part, by the availability of gas. Atmos Energy cUlTently has excess

capacity at TBS #1, and this system improvement will benefit current and

prospective industries in these existing industrial parks by expanding the

availability of gas to this area. Atmos Energy anticipates capital expenditure of

$1.65 million during the forecasted test period for the project.

IS THE BARE STEEL PIPE REPLACEMENT PROGRAM ("PRP")

ESTABLISHED IN DOCKET NO. 2009-00354 COMPLETE?

No, it is not complete.

PLEASE DESCRIBE THE RESULTS OF THE PRP SINCE ITS

IMPLEMENTATION.

Direct Testimony of Earnest B. Napier, P.E. Page 14
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IS THE PRP INCLUDED IN THE FY2014 KENTUCKY DIRECT

location for meter reading or emergency response. The new service lines have

sets have been replaced with new meters or regulators and relocated to accessible

coordinated much of this work with our community beautification/enhancement

Our local operations have

distribution main and associated applllienances. Additionally, Atmos Energy has

retired or replaced over 2000 service lines and associated meter sets. These

replacements target aging bare steel infrastructure and enhance the safety and

reliability of gas supply for the communities Atmos Energy services. The meter

Since beginning the bare steel replacement program in mid-20 II, Atmos Energy

been installed with excess-flow devices which add an enhanced level of safety for

has completed replacement of 12 miles of high pressure main, 28 miles of

including: Bowling Green, Russellville, Horse Cave, Cave City, Glasgow,

Campbellsville, Harrodsburg and Lancaster.

Energy has completed infrastructure renewal in many of our service territories

Mayfield, Hopkinsville, Owensboro, Marion, Madisonville, Princeton,

service detail and ensuring locatability using wireless marking devices. Atmos

technology that allows detailed mapping of these replacement projects showing

eliminated which improves service reliability. Atmos Energy has invested in new

our customers. In several instances, entire low pressure systems have been

disruption to the communities Atmos Energy services.

programs to eliminate need for future maintenance. With a strong commitment to

CAPITAL BUDGET?

safety these construction activities have been incident free and with minimal

1 A.
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Yes.

WHAT LEVEL OF CAPITAL EXPENDITURE RELATED TO THE PRP

IS ATMOS ENERGY REQUESTING DURING THE TEST PERIOD?

For the pmiial year replacement in FY2011, our budget was $3.4 million. For

FY2012 our budget was $17.9 million. For FY2013 our budget is $17.3 million.

For FY20 14 Atmos Energy requests a budget of $20 million for the PRP program.

WHY IS ATMOS ENERGY REQUESTING THIS INCREASE IN

CAPITAL EXPENDITURE RELATED TO PRP?

Atmos Energy continually monitors and evaluates the capital requirements and

individual project costs to meet our goal of replacing bare steel facilities in

Kentucky within 15 years. During the first two years of the program we have

implemented new technologies within our construction process to enhance

reliability, system integrity, and public safety related to our construction practices.

Our near-term project spend and plans to add additional Atmos Energy PRP-

specific crews within the Owensboro and Bowling Green areas supports a $20

million spend. Atmos Energy is committed to complete replacement of bare steel

facilities within the 15 year program timeframe

DOES ATMOS ENERGY EXPECT TO MAINTAIN THE PROPOSED

TEST YEAR PRP SPENDING THROUGH THE REMAINDER OF THE

PRP PROGRAM?

We expect to request an increase in total spending by 5% a year to adjust for

inflation from our FY2014 budget number.

Direct Testimony ofEarnest B. Napier, P.E. Page 16
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b. KentuckvlMid-States General Office Capital

HOW WAS THE KENTUCKY/MID-STATES GENERAL OFFICE

CAPITAL BIIDGET DEVELOPED?

The capital budget for the Kentucky/Mid-States Division genera] office was

developed in conjunction with Kentucky's capital budget as well as the capita]

budgets for all other rate divisions within the Division as part of the Division's

total capital budget. The budgeting processes r have described herein applied to

all rate division capital budgets which roll up into the Division's total capital

budget, including KentLlcky and the Division general office.

WHAT IS THE PORTION OF THE DIVISION'S FY2013 CAPITAL

PROJECTION ALLOCATED TO KENTUCKY?

The portion of the approved FY2013 Division's general office capital projection

allocated to Kentucky is $444,944.

WHAT ABOUT SUBSEQUENT FISCAL YEARS?

Those forecasted amounts are $546,460 for FY2014 and $573,783 for FY20l5.

c. SSU Capital

WHAT IS THE SHARED SERVICES FY2013 CAPITAL PROJECTION

ATTRffiUTABLE TO KENTUCKY?

The portion of the FY20] 3 Shared Services capital projection allocated to

Kentucky is $1.38 million.

WHAT ABOUT SUBSEQUENT FISCAL YEARS?

Those forecasted amounts are $1.39 million for FY2014 and $1.45 million for
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FY2015.

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes.

Direct Testimony ofEarnest B. Napier, P.E. Page 18
Ken/lIcky I Napier



COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

IN THE MATTER OF
RATE APPLICATION OF
ATMOS ENERGY CORPORATION

)
)
)

Case No. 2013-00148

CERTIFICATE AND AFFIDAVIT

The Affiant, Earnest B. Napier, being duly sworn, deposes and states that the
prepared testimony attached hereto and made a part hereof, constitutes the prepared direct
testimony of this affiant in Case No. 2013-00148, in the Matter of the Rate Application of
Atmos Energy Corporation, and that if asked the questions propounded therein, this
affiant would make the answers set forth in the attached prepared direct pre-filed
testimony.

Earnest B. Napier
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STATE OF / eN tie 55e~
COUNTY OF MJIt'/1 rYlSot/

SUBSCRIBED AND SWORN to before me by Earnest B. Napier on this the 2M day
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BEFORE THE PUBLIC SERVICE COMMISSION

COMMONWEALTH OF KENTUCKY

APPLICATION OF ATMOS ENERGY )
)

CORPORATION FOR AN ADJUSTMENT )
)

OF RATES AND TARIFF MODIFICATIONS )

Case No. 2013-00148
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TESTIMONY OF JASON L. SCHNEIDER

I. INTRODUCTION

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My name is Jason L. Schneider. My business address is 5430 LBJ Freeway, Suite

600, Dallas, Texas 75240.

BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY?

I am the Director of Accounting Services for Atmos Energy Corporation (hereinafter

"Atmos Energy" or the "Company").

WHAT ARE YOUR JOB RESPONSIBILITIES?

I am primarily responsible for directing various accounting activities and policies

within the Company. My primary duties include the oversight of general accounting,

fixed assets accounting, accounts payable, payroll, and cost allocations. I also serve

on an intemal committee which is responsible for the oversight and monitoring of

Sarbanes-Oxley (SOX) compliance. In addition, I work with both our internal and

external auditors on implementing, testing, maintaining and modifying the

Company's accounting controls, as well as interfacing between the auditors and the

Company.

Direct Testimony of Jason L Schneider Page 1
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I am also responsible for ensuring effective financial and internal controls for the

Company's accounting processes, system and procedures. I have knowledge of the

Company's accounting activities, which include compiling, processing, repOliing and

analyzing financial information to satisfy the requirements of internal management,

internal independent auditors, external independent auditors and regulatory agencies.

PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND AND

PROFESSIONAL EXPERIENCE.

I earned a Bachelor of Science degree in Accounting Control Systems from the

University of NOlih Texas in 2000. I also earned a Master of Business

Administration degree in Accounting from the University of North Texas in 2003. I

have worked in various industries for over 15 years in a variety of accounting and

finance staff and management roles.

I have worked in the energy industry for almost 9 years in various accounting

and finance positions. I joined Atmos Energy in 2004 in the Plant Accounting group

and assumed my current role in March 2011. Before assuming my cunent role, I was

the Manager of Plant Accounting and reported directly to the previous Director of

Accounting Services. In addition to my other duties as Manager of Plant Accounting,

I worked closely with the Director of Accounting Services in maintaining the

Company's Cost Allocation Manual ("CAM") to ensure it was aligned with Atmos

Energy's recordkeeping practices.

ARE YOU A MEMBER OF ANY PROFESSIONAL ORGANIZATIONS?

Yes. I am licensed by the State of Texas as a Certified Public Accountant.

Direct Testimony of Jason L. Schneider Page 2
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00064.

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

II. PURPOSE OF TESTIMONY

HAVE YOU PREVIOUSLY TESTIFIED BEFORE THE KENTUCKY

Most recent FERC Form 1 (electric), FERC Form 2, or the

Automated Reporting Management InfOlmation System Report

(telephone) and PSC Form T (telephone);

Company and demonstrate the integrity of the financial information that has been

Yes, r am sponsoring the following specific filing requirements of Section 16 of 807

The purpose of my testimony is to authenticate the historic books and records of the

ARE YOU SPONSORING ANY OF THE FILING REQUIREMENT IN THIS

PUBLIC SERVICE COMMISSION OR OTHER REGULATORY ENTITIES?

12-ATMG-564-RTS and the Tennessee Regulatory Authority in Docket No. 12-

However, I have testified before the Kansas Corporation Commission in Docket No.

describes the methodology for shared services cost allocations.

I have not previously testified before the Kentucky Public Service Commission.

filed in this case. I am also providing testimony conceming the CAM which

CASE, AND, IF SO WHICH REQUIREMENTS?

K.A.R. 5:00 11:

FR 16(12)(k)

Q.

2

3 A.

4

5

6

7

8

9 Q.

10 A.

11

12

13

14 Q.

15

16 A.

17

18

19

20

1 This regulation prescribes numerous filing requirements (FRs). The FR abbreviations used are to the
applicable subparts of Section 10 of 807 K.A.R. 5:001.
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FR 16(12)(1)

FR 16(12)(m)

FR 16(12)(p)

FR 16(12)(q)

FR 16(12)(1')

FR 16(12)(u)

The arumal report to shareholders or members and the

statistical supplements covering the most recent two (2) years

from the application filing date;

Current chart of accounts if more detailed than Unifcl1ID

System of Accounts chart;

SEC's annual report for most recent 2 years, Form 10-Ks and

any Form 8-Ks issued during prior 2 years and any Form 10-

Qs issued during past 6 quarters;

Independent auditors annual opinion report, with any written

communication which indicates the existence of a material

wealmess in internal controls; and

Quarterly reports to stockholders for the most recent five

quatters.2

Detailed description of method of calculation and amounts

allocated or charged to utility by affiliate or general or home

office for each allocation or payment;

Method and amounts allocated during base period and method

and estimated amounts to be allocated during forecasted test

period;

Explain how allocator for both base and forecasted test period

was determined; and

2 Other than its quarterly report on Form 10-Q filed with the Securities and Exchange Commission, the
Company does not publish quarterly reports to shareholders. Accordingly, no intormation is actually provided
pursuant to FR 16(12)(r) because the Forms 10-Q are provided pursuant to FR 16(l2)(p).
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Yes.

ARE THE BOOKS AND RECORDS OF THE COMPANY PREPARED

III. AUTHENTICATION OF BOOKS AND RECORDS

RECORDS IN THE REGULAR COURSE OF BUSINESS?

base period is reasonable;

years beyond

Comparative income statements, revenue and sales statistics

most recent five years, base period, forecast period and two (2)

Comparative financial data and earnings measures for the 10

most recent calendar years, base period and forecast period

FR 16(13)(i)

FR l6(13)(k)

Yes, for the areas under my direction (which do not include gas accounting or

demonstrate that each amount charged, allocated or paid during

All facts relied upon, including other regulatory approval, to

DO YOU ADOPT THESE FILING REQUIREMENTS AND MAKE THEM

UNDER YOUR DIRECTION?

HOW DOES ATMOS MAINTAIN AND UTILIZE ITS BOOKS AND

Regulatory Commission's (FERC) Uniform System of Accounts (USOA) and

PART OF YOUR TESTIMONY?

Generally Accepted Accounting Principles (GAAP). The USOA is the prescribed

methodology for maintaining utility records in all of the state jurisdictions which

taxation).

Atmos Energy maintains its books and records in accordance with the Federal Energy

1

2

3

4

5

6

7

8

9 Q.

10

11 A.

12

13

14 Q.

15

16 A.
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18 Q.

19

20 A.

21

22

23
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regulate the Company's natural gas utility operations, which currently include

Colorado, Kansas, Kentucky, Louisiana, Mississippi, Tennessee, Texas and Virginia.

Atmos Energy's accounting organization utilizes integrated computerized business

systems to efficiently process, record and maintain transactions generated in the

regular course of business. Financial transactions are created and entered into the

system at or near the time of the transaction by the responsible personnel in various

divisions having personal knowledge, or acting in reliance on information transmitted

by persons having personal knowledge of the transactions, as well as of the applicable

accounting procedures and requirements. Reports are generated by the system in the

regular course of business to assist in management's review of the results of

operations and to assist in the analysis of the cost data of gas operations.

AS DIRECTOR OF ACCOUNTING SERVICES, HOW DO YOU ASSURE

YOURSELF THAT TRANSACTIONS ARE RECORDED PROPERLY?

As Director of Accounting Services, I have personal knowledge of the organizational

business processes and staffing in the Controllership function. The Controller's

organization is staffed with highly qualified accounting managers and staff, with

many accounting positions filled by CPAs. The managers in the organization are

charged with the responsibility to inspect, review and revise, if appropriate, the work

of the accountants they supervise. To fill certain management positions, an individual

is required to have an accounting degree as well as significant accounting experience.

We have established and maintained controls that ensure the accuracy of our books

and records. These controls help identify any necessary adjustments to accounting

entries which are then recorded to the original books and records in a timely manner.

Direct Testimony of Jason L. Schneider Page 6
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Additionally, Atmos contracts with KPMG for internal audit services. This group

periodically perfonns reviews of those controls.

WHAT TYPES OF REGULAR AUDITS ARE CONDUCTED TO

AUTHENTICATE ATMOS ENERGY'S BOOKS AND RECORDS?

Atmos Energy's books and records are audited annually by the independent public

accounting finn of Ernst & Young LLP. In addition, Ernst & Young LLP also

performs reviews of Atmos Energy's quarterly fInancial statemerits. These audits and

reviews are conducted in accordance with the standards of the Public Company

Accounting Oversight Board (United States).

ARE THE COSTS RECORDED ON THE COMPANY'S BOOKS AND

RECORDS SUPPORTED BY UNDERLYING INVOICES OR OTHER

RECORDS?

Yes. In order for an item to be recorded in the Company's general ledger, there must

be an invoice or other underlying supporting documentation. The former, for

example, may be in the fonn of a billing invoice received from a vendor. The latter,

for example, may be in the form of an employee's timesheet. The manager of a

specific cost center or project is responsible for reviewing, coding and approving

invoices or other underlying sUPPolting documentation that are charged to that

particular manager's cost center or project.

\VHAT DO YOU MEAN BY COST CENTERS?

As described in the Company's CAM, a cost center is a designation generally utilized

for the assignment of departmental cost responsibility and internal management

Direct Testimony ofJason L. Schneider Page 7
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reporting. Employees with responsibility for these functional areas are delegated a

certain level of authority to conduct the business of the Company.

HOW ARE THESE AUTHORITY LEVELS DETERMINED OR

DELEGATED WITHIN THE COMPANY?

The Board of Directors initially delegates authority to the chief executive officer of

the Company who then authorizes the controller to further delegate authority to others

throughout the Company as necessary. The Controller's approval of authority limits

is generally based on a review of the needs and recommendations from those

requesting authority limit changes. Approved authority limits are maintained in a

secure table within the Company's accounting system.

DOES THE COMPANY HAVE IN PLACE ANY PROCESS OR SYSTEM FOR

THE REVIEW AND VALIDATION OF INVOICES?

Yes. Most invoices are scanned into an accounts payable processing system called

"Markview" when they are received by the Company. Once scanned, an image of the

invoice is routed electronically to the appropriate cost center owner. The cost center

owner reviews and electronically codes and approves the invoice within the

established approval hierarchy. As a part of this process, the cost center owner is

responsible for ensuring the cost is valid, just and reasonable. If the amount of the

invoice exceeds the authority limit of the initial approver, it is automatically escalated

through the approval hierarchy to a person with the appropriate level of authority. A

similar review process is performed at each level within the approval hierarchy. Once

final approval has been obtained, the invoice is submitted to the accounts payable

department for final payment.
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DOES THE COMPANY HAVE IN PLACE ANY PROCESS OR SYSTEM FOR

THE REVIEW AND VALIDATION OF COSTS THAT ARE NOT

PROCESSED THOUGH MARKVIEW?

Yes. Certain invoices and other requests for payment that are not presented as an

invoice are processed outside of Markview. Examples of these types of documents

include, but are not limited to tax returns, contracts for certain outside services or

certain wire transfer requests. The process for the review, coding and approval of

these costs is the same, except that the process may be manual in nature rather than

electronic. The Company employee in charge of this documentation is responsible

for ensuring the cost is valid, just and reasonable. Coding and approvals are

performed within the approval hierarchy. Once final approval has been obtained, the

documentation is submitted to the accounts payable department for final payment.

ARE THERE ANY OTHER ACCOUNTING CONTROLS OR PROCESSES IN

PLACE TO ENSURE THE ACCURACY OF THE COMPANY'S BOOKS AND

RECORDS'?

Yes. The Company executes a series of detective monitoring controls designed to

identify and explain material and/or unusual costs that have been recorded in the

general ledger. Occasionally, errors are found and they are typically corrected in the

following month's reporting period, unless they are material. If material, these errors

are corrected in the current month.

Additionally, the Chief Executive Officer and Chief Financial Officer must

certify the Company's annual and quarterly financial statements and must attest to

and report on the Company's system of internal control. To facilitate this effort, the

Direct Testimony of Jason L. Schneider Page 9
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Company outsources its internal audit function to KPMG to conduct tests of the

Company's system ofintemal control. These tests are developed to ensure the system

of internal control has been designed eftectively and that the controls are functioning

as designed as of the end of the Company's fiscal year.

PLEASE DESCRIBE THE PROCESS USED TO TEST INTERNAL

CONTROLS.

The Company maintains a SOX steering committee, which is responsible for the

oversight and monitoring of Sarbanes-Oxley compliance. This committee is

comprised of myself: the Vice President and Controller, the Director of Financial

Reporting, the Director ofInformation Technology and the Vice President of Finance

for the Company's non~regulated activities.

During the first quarter of the fiscal year, the Director of Financial Reporting

and I meet with the internal auditors to review our listing of key controls to assess

whether changes to that list should be made based upon changes in the risk profile or

organization of the company. A key control is defined as a control necessary to

mitigate the risks and ensure financial repoliing is reasonable and materially correct.

The internal audit group will develop a testing plan based upon these key controls,

which is reviewed and approved by the SOX steering committee. The key controls

are tested throughout the year. If issues arise, they are individually addressed by a

steering committee member who has knowledge of the affected areas. The SOX

steering committee meets regularly to assess the progress and review the results of the

testing. During this process, all findings are discussed and the steering committee

will determine whether the finding should be considered a control deficiency, a

Direct Testimony of Jason L. Schneider Page 10
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significant deficiency or a material weakness. A control deficiency exists when the

more than a remote likelihood that a material misstatement of the financial statements

RECENTLY COMPLETED FISCAL YEAR.

PLEASE SUMMARIZE THE RESULTS OF TESTING FOR THE MOST

ACCOUNTING FIRM?

No significant deficiencies or material

Yes. As a publicly traded company, Atmos is required to have an independent

regarding the effectiveness of the Company's intemal control structure to be included

in the internal auditor's final repmt to the audit committee.

weaknesses were identified.

identitled two control deficiencies.

or detect misstatements in financial reporting on a timely basis. A significant

related to the Company's natural gas distribution operations were tested. We

The most recent fiscal year available is fiscal 2012. A total of 217 key controls

design or operation of a control does not allow management or employees to prevent

deficiency is a control deficiency which adversely aflects the Company's ability to

At the end of the fiscal year, the steering committee makes recommendations

report external financial data reliably, with more than a remote likelihood that an

inconsequential misstatement of the Company's financial statements will not be

will not be prevented or detected.

prevented or detected. A material weakness is a significant defIciency that results in

ARE THE COMPANY'S TESTS OF INTERNAL CONTROL SUBJECT TO

registered public accounting fIrm audit management's public assertions regarding the

EXAMINATION BY AN INDEPENDENT REGISTERED PUBLIC

2

3

4

5

6

7

8

9

10

11

12

13 Q.

14

15 A.

16

17

18

19 Q.

20

21

22 A.

23

Direct Testimony of Jason L. Schneider Page 1)
Ken/llcky'Schl1eider



1

2

3 Q.

4

5 A.

6

7

8

9

10

11 Q.

12

13 A.

14

15 Q.

16

17 A.

18

19

20

21

Company's system of internal control. Ernst & Young, LLP ("EY") serves as the

Company's independent registered public accounting firm.

CAN YOU SUMMARIZE THE PROCESS USED BY EY TO PERFORM ITS

ATTEST FUNCTION?

Yes. EY will perfOllli independent tests regarding the design of the Company's

internal control function and the effectiveness of the controls as of the end of the

fiscal year. They will rely, in part, on the work performed by the internal auditors in

completing their audit procedures. Upon completion of their work, EY will issue an

audit report summarizing their findings, which is included in the Company's annual

repOlt on Form lO-K.

DID EY'S MOST RECENT REPORT DIFFER FROM THE FINDINGS OF

MANAGEMENT?

No. EY issued an unqualified audit report for fiscal 2012, which means that they

agreed with management's assertions.

ARE THERE OTHER TYPES OF REGULAR AUDITS AND REVIEWS

THAT ARE CONDUCTED OF ATMOS'S BOOKS AND RECORDS?

In addition to the audit of internal control, EY also conducts an annual audit of Atmos

Energy's books and records. In addition, EY performs reviews of Atmos Energy's

quarterly financial statements. These audits and reviews are conducted in accordance

with the standards of the Public Company Accounting Oversight Board (United

States).
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HOW DOES THE ACCOUNTING SYSTEM ALLOW FOR THE SEPARATE

RECORDING AND TRACKING OF COSTS FOR ATMOS ENERGY'S

UTILITY DIVISIONS?

Direct costs are charged directly to the natural gas distribution division which has

incurred the costs. In addition, technical and support services are provided to the

distribution divisions by centralized shared services departments primarily located at

the Atmos Energy headquarters in Dallas. These centralized functions include, but

are not limited to, accounting, human resources, legal, treasury, risk management, etc.

The costs for these shared services are allocated to the operating divisions.

WERE THE BOOKS AND RECORDS OF THE COMPANY PROVIDED TO

COMPANY WITNESSES FOR UTILIZATION IN THEIR ANALYSIS FOR

RATEMAKING PURPOSES?

Yes.

IV. COST ALLOCATION MANUAL

WHAT IS THE COST ALLOCATION MANUAL?

The Cost Allocation Manual (CAM), contained in Exhibit JLS-l, describes and

documents the process whereby allocations are made within the books and records of

the Company. These include allocations of various common expenses which are

incuned for the benefit of two or more of the Company's rate divisions and are

therefore allocable to those rate divisions. Additionally, the CAM also describes and

documents the processes whereby allocations are made between Atmos Energy and

its affiliates and between affiliates.

Direct Testimony of Jason L. Schneider Page 13
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Q.

2 A.

3 Q.

4 A.

5

6

7

8

9

10 Q.

11

12 A.

13

14

15 Q.

16

17 A.

18

19

20

21 Q.

22

23

ARE YOU RESPONSIBLE FOR OVERSIGHT OF THE CAM?

Yes. I coordinate and oversee the updating and filing of the CAM.

PLEASE DESCRIBE THE HISTORY OF THE CAM.

Although the Company had been utilizing the allocation methodology described in

the CAJ'vl for many years prior, the CAM was formally documented in response to

807 K.A.R. 5:080, and was first filed with the Commission in April of 2001. Atmos

Energy is required to update the CAM each year. The Company has used the CAM

to document its allocation processes in the regular course of business since it was first

filed.

ARE THE ALLOCATIONS DESCRIBED IN THE CAM USED IN EVERY

JURISDICTION IN WHICH ATMOS ENERGY OPERATES?

Yes. The CAM is uniformly applied in all eight states in which Atmos Energy has

regulated utility operations for the allocation of common costs among Atmos

Energy's various operating divisions, including Kentucky.

DOES THE CAM DESCRIBE HOW TO ALLOCATE BALANCE SHEET

AMOUNTS?

No. The CAM describes how to allocate expense items from Atmos' income

statement. Investment or balance sheet items are not allocated within Atmos

Energy's books and records. Investment amounts are allocated only for ratemaking

purposes in the context of a rate filing or certain regulatory reports.

IN YOUR OPINION, DOES THE COMPANY'S ALLOCATION PROCESS

UNIFORMLY AND CONSISTENTLY ALLOCATE COMMON OR SHARED

SERVICES COSTS?

Direct Testimony of Jason L. Schneider Page 14
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1

2

3

4

A. Yes, the allocation process described in the CAM operates fairly and reasonably in

allocating those costs on a uniform basis, both as between Atmos Energy's various

operating divisions and affiliates and between the various regulatory jurisdictions in

which the Company operates.

5 Q.

6 A.

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes.

Direct Testimony of Jason L. Schneider Page 15
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLiC SERVICE COMMISSION

IN THE MATTER OF
RATE APPLICATION OF
ATMOS ENERGY CORPORATION

)
)
)

Case No. 2013-00148

CERTIFTCATE AND AFFIDAVIT

The Affiant, Jason L. Schneider, being duly sworn, deposes and states that the
prepared testi mony attached hereto and made a part hereot: constitutes the prepared direct
testimony of this affiant in Case No. 2013-00] 48, in the Matter of the Rate Application of
Atmos Energy Corporation, and that if asked the questions propounded therein, this
affiant would make the answers set forth in the attached prepared direct pre-filed
testimony_

STATE OF __/;-=t:'I.-'X"""&._:) _
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SUBSCRIBED AND SWORN to before me by Jason L. Schneider on this the 10 'It... day
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My Commission Expires
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1. Introduction:

a. Corporate Structure

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

Division
Atmos Energy Colorado-Kansas Division
Atmos Energy Kentucky/IVlid-States Division
Atmos Energy Louisiana Division
Atmos Energy Mid-Tex Division

Atmos Energy Mississippi Division
Atmos Energy West Texas Division
Atmos Pipeline - Texas Division

Service Area
Colorado, Kansas
Kentucky, Tennessee, Virginia
Louisiana
Texas, including the Dallas/Fort
Worth metropolitan area
Mississippi
West Texas
Intrastate pipeline business in Texas

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

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

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

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

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

b. Accounting:

Atmos' account coding structure enables it to capture the costs for allocable activities.
Expenses, assets, and liabilities for Atmos' shared services and other operating division
general office divisions are coded to applicable location codes and cost centers as necessary,
and are then allocated to the appropriate rate divisions based upon the metl1odologies
described herein. Allocations recorded in the books and records of the Company, are primarily
for management control purposes and may not reflect the allocation methodology used for rate
making purposes.

Atmos' account coding structure is as follows:
2
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Company Cost
Center

3 digit 4 digit

FERC
Account
4 digits

Sub
Account
5 digits

Service
Area
6 digits

Future
Use
4 digits

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

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

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

c. Glossary of Terms:

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

Affiliate - One or more of Atmos' subsidiaries.

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

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

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

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

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

3
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Customer Factor - The Company's general allocation factor which is derived based on
the average number of customers of the Operating Divisions that receive allocable costs
for the services provided.

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

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

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

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

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

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

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

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

Service Area - The portion of the Company's account coding structure of which the first
three digits denote rate division. The last three digits of this code denote "town" which
is used only in certain instances. Atmos Pipeline-Texas uses the final three digits of the
service area to represent the actual storage or compressor facility; however, this is used
for O&M expenses only.
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Shared Services - The Company's functions that serve multiple rate divisions. These
services include departments such as legal, billing, call center, accounting, information
technology, human resources, gas supply, rates administration among others. Shared
Services is comprised of Shared Services - General Office and Shared Services 
Customer Support

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

Shared Services - General Office - Shared Services functions that include all other
functions not encompassed by Shared Services - Customer Support.

The following are divisions of Atmos Energy Corporation:

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

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

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

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

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

Atmos Energy West Texas Division is a regulated operating division that serves
approximately 80 communities in West Texas, including the Amarillo, Lubbock and
Midland areas. Like our Mid-Tex Division, each municipality we serve has original
jurisdiction over all gas distribution rates, operations and services within its city limits,
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with the RRC having exclusive appellate jurisdiction over the municipalities and
exclusive original jurisdiction over rates and services provided to customers not located
within the limits of a municipality.

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

The following are affiliates of Atmos Energy Corporation:

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Description:

Current Provider
of Service

Current Use of
Service

Basis for
allocation
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Capitalized overhead (general)

Overhead related to capital expenditures

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

Rale divisions

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

General Ledger Entrfes: Exa mple Only

SSU au 010

(3b)
(3b)

ssU BU 010
Cash

__---:A~C:::.Ct.:....1"'3:..:.1--;;:-:"""'"I $1.000~1)

SSU BU 010
Adm in istra tive

E:xpenses

Transferred
Acct. 922

Cost Center 1910 *

$20[$160

ssu BU 010
Accounts Pay~ble

Acet. 232

'(1)~~1)

SSU BU 010
Administrative

& General
Acct. S20

Cost Center 1910I $200~2)

.. (1)

, (2)

SSU BU 010
Office Supply
and Expenses

Ace!. 321
Cost Center XXXX *

ssu BU 010
Construction Work

in flrogress
Acct. ..:.10::.;7'---- _

$200[

Administrative
Expense.>s

Transferred
Acct. S22

Cost Center XXX X

[ $600~3)
$400 (3a)

IGenetal Office - Div OS11
Administrative

Expenses
Transferred

Acct. S2:2

, (3) $600 $150 (4)
$450 (4a)

, (5) $10 $20 (3b)

General Office
Remaining

Administrative
Expenses

Tra nsfe rre d
Acct 922

(3a) ----"$4,",0,""0['-='::""--'$,",,1-"'60,,," (3b) , (4)

Rate Dlv Office
Mid States Div 002 H

Adm In istra tive
Expenses

Transferred
Acct. 322

$150['-=-$:;:"1,",,0""(5 ) (4a)

Rate O[V Office
Mid States Div -Rem~init,g

Administrative
Expenses

Transferred
Acct. ..::.92:::;2=-- _

$

450

1

,.. Cap rate :::: 20"%
** Many rate di'ulsion offices exist within Mid--.States in addiHon to Div Oa9.

r::Jaw of Aotivity
po (1) Purchase Office Supprtes
,. (2) Capitalize OV8mead is calcufated based on cost center capitalization percentage
t" (3) AUocating Stlared SeNces Expenses to General Offices - 60'%· Allocation rate for mustrafiofl purposes only
(3a) AUocation to remaining general offices
(3b) A[[ocate capitalization credits to bustness units

po (4) Alrocating Shared Seruces Expenses to Rate Dr~sion Office - 25% Aflocation rate for jllustration purposes only
(4a) Allecatlon to remaining dhisiot"l offices

,. {5) Allocating Share.d sef'.rices CapjlBliza!ion Credit to Rate Dl\.tsion Office ~ 50% Allecation rafe for illustration purposes only

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

Description:

Current Provider
of Service

Current Use of
Service

Basis for
allocation

Stores overhead

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

Shared Services
Operating division general office

Atmos Pipeline - Texas Division
West Texas Division rate divisions
Louisiana Division rate divisions
Kentucky/Mid-States Division rate divisions
Mid-Tex Division rate division
Colorado-Kansas Division rate divisions
Mississippi Division rate division

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

Exhibit cILS-1

General Ledger Entries: Example Only

SSU SU 010
Cash

Accl. 131

SSU au 010
Inventory

Rate Div Office
Mid States Div 009 **
Construction Work

in Progress
Accl. 107

$100 (1)
$2 (3a)

P' (1) $100 $100~2) P' (2)

(3b)
$100

$2

ssu au 010 SSU BU 010
Stores Expense Accounts

Undistributed Payable
Accl. 163 Accl. 232

(3a) $2 $2 (3b) (3a) $2 $2 (3a)

** Many rate division offices exist within Mid-States in addition to Div 009.

Flow of Activity
1 Purchase Inventory - Material
2 Issue Inventory to Capital Project

3a Incurring Inventory Expense
3b Apply Inventory Storage Rate

Assume 2%
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Service:

Description:

Current Provider
Of Service

Current Use of
Service

Expenses in Shared Services - Customer Support cost centers

Includes all expenses for Customer Support. (Division 012)

Shared Services

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

Exhibit JLS-1

Basis for
allocation

Costs are allocated to the applicable operating division general office in total
based on the average number of customers in each operating division as a
percentage of the total number of customers in all of the operating divisions.
From the operating division general office Divisions Customer Support
charges are allocated to rate divisions using the average number of
customers in each rate division.

General Ledger Entries: Example Only
ssu au 010

Office Supply SSU BU 010
SSU BU 010 SSU au 010 and Expenses' Administrative

Cash Accounts Payable Accl921 Expenses
Accl131 Accl. 232 Cost Center XXXX Transferred

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

$1,0001 $1,000'(1) , (1)
$1'0001 Accl. 922

P
400 '(2)
600 (2a)

General Office General Office Rate Div Office Rate Div Office
Remaining Mid States· Div 091 Mid States Div 009 .. Mid States .Remaining

Administrative Administrative Administrative Administrative
Expenses Expenses Expenses Expenses

Transferred Transferred Transferred Transferred
Accl. 922 Accl922 Accl. 922 Accl. 922

(2a) $
600 I ' (2)

$4001
$100,(3) , (3)

$

100

1
(3a)

$

300

1$300 (3a)

• Many O&M expense accounts exist in addition to 921 that get cleared out of account 922.
•• Many rate dil-ision offices exist within Mid-States in addition to Div 009.

Flow of Activity
, (1) Purchase Office Supplies - Shared Services
, (2) Allocating Shared Services Expenses to General Offices - 40% Allocation rate for illustration purposes only
(2a) Allocation to remaining general offices

, (3) Allocating Shared Services Expenses to Rate Di\Jsion Office - 25% Allocation rate for illustration purposes only
(3a) Allocation to remaining di\'ision offices

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

Description:

Current
Provider
Of Service

Current Use
of Service

Basis for
allocation

Exhibit JLS-1

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

Includes O&M expenses in Shared Services - General Office. (Division 002)

Shared Services

Atmos Energy Marketing, LLC
Trans Louisiana Gas Pipeline
Atmos Gathering Company, LLC
WKG StorageWest Texas Division
Mid-Tex Division
Atmos Pipeline - Texas Division
Louisiana Division
Kentucky/Mid-States Division
Colorado-Kansas Division
Mississippi Division
Trans Louisiana Gas Storage
Atmos Power Systems, Inc

Costs are allocated to affiliates and operating divisions based on a composite factor applied
to the Shared Services departments. Shared Services departments, which provide services
to the Company's affiliates, utilize a composite factor. The computation includes the
affiliates.

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

In Shared Service departments where appropriate costs are allocated to the applicable utility
division level in total based on the average number of customers in each operating division
as a percentage of the total number of customers in all of the operating divisions.

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

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

See page 12 for General Ledger Entries: Example Only.

11



Exhibit JLS-1

General Ledger Entries: Example Only
SSU BU 010 SSU BU 010

Office Supply Ad ministrative
SSU BU 010 SSU BU 010 and Expenses * Expenses

Cash Accounts Payable Accl921 Transfe rred
Accl. 131 Accl. 232 Cost Center XXXX Accl. 922

1

$1,000"(1) "(1) $1 ,0001 $1,000~1) "(1) $1 '0001 I: 300 ~2)

700 (2a)

General Office General Office Rate Div Office Rate Div Office
Remaining Mid States - Div 091 Mid States Div 009 ** Mid States -Remaining

Adm inistrative Adm inistrative Adm inistrative Adm inistrative
Expenses Expenses Expenses Expenses

Tra nsfe rred Transferred Transferred Transfe rre d
Aeel922 Accl. 922 Aeel922 Aeel922

(2a) $
700 1

"(2)

$

300

1
$15013) "(3)

$

150

1
(3a)

$

150

1$150 (3a)

* Many O&M expense accounts exist in addition to 921 that get cleared out of account 922.
** Many rate di>ision offices exist within Mid-States in addition to Div 009.

Flow of Activity
.. (1) Purchase Office Supplies - Shared Ser.ices
.. (2) Allocating Shared Ser.ices Expenses to General Offices - 30% Allocation rate for iliustration purposes only
(2a) Allocation to remaining general offices

.. (3) Allocating Shared Ser.ices Expenses to Rate DiviSion Office - 50% Allocation rate for illustration purposes only
(3a) Allocation to remaining di>ision offices

Note: Operating Divisions Mississippi, Mid-Tex and Atmos Pipeline - Texas have 1 rate division. There is no allocation to remaining division
offices (3a).

Note: Please see the aliocation of expenses from General Office to State Regional Office to Rate Division on the following pages:
West Texas - 17, Colorado/Kansas - 19, Louisiana - 23
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Service:

Description:

Current Provider
Of Services

Current Use of
Service

Basis for allocation

Exhibit JLS-1

SSU - Customer Support taxes other than income taxes

Includes all taxes other than income tax charged in Shared Services - Customer Support.

Shared Services

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

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

General Ledger Entries: Example Only

SSU au 010
Gene ra I Office

Remaining

SSU BU 010

Cash

Accl131I $1,OOO~1)

SSU BU 010

Accounts Payable
Accl. 232

~ (1)--$::-:i':":"O~001 $1,OOO~1) ~ (1)

Taxes Other than

Income Taxes

Accl. 408.1

$1,000 $400 (2)
$600 (2a)

Taxes Other than
Income Taxes

Accl. 408.1

(2a) -~$':'::60::::'01

~ (2)

General Office
Mid States -Div 091
Taxes Other than

Income Taxes

Accl. 408.1

$400 $1 00 ~3)

$300 (3a)

Rate Div Office
Mid States -Div OOg**

Taxes Other than
Income Taxes

_ _ ......;.,A~cc;,.;;t. --"40:...:8;..:.1__

~ (3) $1001-

Rate Div Office

Mid States - Remaining

Taxes Other than

Income Taxes

__...:,A,:;,c~cl. 408.1

(3a) $3001

'* Many rate division offices exist in addtion to Div 009.

Flow of Activity
, (1) Taxes Other than Income Taxes incurred

~ (2) Allocating Shared Services Expenses to General Offices - 40% to Mid States BU - for illustration purposes

(2a) Allocating to remaining division offices
• (3) Allocating Shared Services Expenses to Rate Divis'lon Office - 25% for Kentucky Rate Division Office - for illustration purposes only

(3a) Allocating Shared Services Expenses to remaining Rate Di,;sion Offices

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

13



Service:

Description:

Current Provider
Of Services

Current Use of
Service

Basis for
allocation

SSU - General Office taxes other than income taxes

Includes all taxes other than income tax charged in Shared Services 
General Office.

Shared Services

Atmos Energy Marketing, LLC
Atmos Power Systems, Inc.
WKG Storage, Inc.
Atmos Gathering Company, LLC
Trans Louisiana Gas Pipeline, Inc.
West Texas Division
Mid-Tex Division
Atmos Pipeline - Texas Division
Louisiana Division
Kentucky/Mid-States Division
Colorado-Kansas Division
Mississippi Division

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

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

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

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

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

Exhibit JLS-1

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

Description:

Current Provider
Of Services

Current Use of
Service

Basis for allocation

Exhibit JLS-1

SSU - Customer Support depreciation

Includes all depreciation charged in Shared Services - Customer Support.

Shared Services

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

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

General Ledger Entries: Example Only

,.. (1)

SSU BU 010
Depreciation Exp

Accl. 403
$5,000 $200 (2)

$4,800 (2a)

SSU BU 010
Depreciation Exp

Accl. 108I $6,000 ' (1)

Rate Div Office
Mid States -Div OOg*'

Depreciation Exp
Acct. 403

,.. (2)--""'$~20'"""°1----
(2a) $4,800

** Many rate division offices exist in addtion to Div 009,

Flow of Activity
,.. (1) Monthly Depreciation Expense is booked through Powerplant and interfaces with the Oracle general ledger.
.. (2) Current Month Depreciation Expense is allocated to the various utility rate divisions using the following allocation factors:

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

(2a) Allocation to remaining Rate Divisions

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

Description:

Current Provider
Of Services

Current Use of
Service

Basis for
allocation

SSU - General Office depreciation

Includes all depreciation charged in Shared Services - General Office.

Shared Services

Atmos Energy Marketing, LLC
Atmos Power Systems, Inc.
WKG Storage, Inc.
Atmos Gathering Company, LLC
Trans Louisiana Gas Pipeline, Inc.
West Texas Division
Mid-Tex Division
Atmos Pipeline - Texas Division
Louisiana Division
Kentucky/M id-States Division
Colorado-Kansas Division
Mississippi Division

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

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

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

(3) The total direct O&1V1 expense in each operating division as a
percentage of the total direct O&M expense in all operating divisions.

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

Exhibit JLS-1

See page 15 for General Ledger Entry - Example Only.
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Exhibit JLS-1

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

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

Current Provider of West Texas Division operating division general office
Service

Current Use of West Texas Division rate divisions
Service

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

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

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

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

See Page 18 for General Ledger Entries: Example Only.
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Exhibit JLS-1

General Ledger Entries: Example Only

General Office
West Texas - Div 010

General Office
West Texas - Div 010

Cash
Accl131

----1--$::-:5~00::-r'('1)

$400~5)

.. (1)

.. (5)

Accounts Payable
Acel232
$500
$400

$500 (1)
$400~5)

.. (1)

General Offiee
West Texas· Div 010

Office Supply
and Expenses *

Acct. 921

General Office
West Texas - Div 010

Admi nistrative
Expenses

Transferred

___A_C_Cll;";9;';;2;;;2~=::::'"r,
$200'(2)
$300 (2a)

General Office
West Texas - Div 010

Depreciation Exp
Acct. 403

.. (3)---::$~10=01---::$-;-:15:;"'(4)
$85 (4a)

Rate Div Office
West Texas Div 020**

Administrative
Expenses

Transferred
Acct. 922

.. (2)-----:$:-::'20=°1----

West Texas - Div 010
Accumulated Depreciation

Accl108
----1-----:$~10~0~'(.3)

(2a)

.. (4)

Rate Div Office
West Texas -Remaining

Administrative
Expenses

Transferred
Acct. 922

'

30

°1

Rate Div Office
West Texas Div 020**

Depreciation Exp
Acct. 403

$
15

1

General Office
West Texas - Div 010

Taxes Other tha n
Income Taxes

Accl408.1
.. (5) $400 $100 (6)

$300 (6a)

Rate Div Office
West Texas Div 020**

Taxes Other than
Income Taxes

Accl408.1
.. (6)-:$;:-----:1~0~O1-----

Rate Div Office
West Texas -Remaining

Taxes Other and
Depreciation

Accl 408.1 and 403

(4a) $851
(6a) $300

* Many O&M expense accounts exist in addition to 921 that get cleared out of account 922.
** Many rate di\Asion offices exist in addition to Div 020.

Flow of Activity
,. (1) Purchase Office Supplies - West Texas DilAsion General Office
.. (2) Allocating General Office Expenses to Rate Division Office - 40% Allocation rate for illustration purposes only
(2a) Allocation to remaining division offices

.. (3) Monthly Depreciation Expense is booked through Powerplant and interfaces with the Oracle general ledger.

.. (4) Allocation from Dil.1sion 010 - West Texas General Office to West Texas Rate Dil.1sions
(4a) Allocation to remaining division offices

.. (5) Taxes Other than Income Taxes incurred

.. (6) Allocating General Office Expenses to Rate Division Office - 25% to West Texas Rate Division Office - for illustration purposes only
(6a) Allocation to remaining dilAsion offices
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Exhibit J LS-1

Service: Colorado·Kansas Division operating division general office expenses to state
regional office division level.

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

Current Provider Colorado-Kansas Division operating division general office
of Service

Current Use of Colorado-Kansas Operating Division state office divisions.
Service

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

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

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

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

General Ledger Entries: Example Only

General Office
COIKS BU 060 Div 030

Cash
Accl. 131

$500 ~1)

General Office
COIKS BU 060
Administrative

Expenses
Transferred

Accl. 922
$250 ~2)

$250 (2a)

,. (1)

,. (2)

General Office
COIKS BU 060

Accounts Payable
Accl. 232

$500 ~1)

State Div Office
COIKS Div 031
Administrative

Expenses
Transferred

Accl. 922

General Office
COIKS BU 060

Office Supply
and Expenses'

Acct. 921
,. (1)--~$~50~OI----

Rate Div Office
COIKS Div 080
Administrative

Expenses
Transferred

Acct. 922
(2a)--~$~25:-::'°I----

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

Flow of Activity
JI' (1) Purchase Office Supplies - Colorado/Kansas Division General Office

" (2) Allocating General Office Expenses to State Division Office - 50% Allocation rate for illustration purposes only

(2a) Allocation to remaining state office
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Exhibit JLS-1

Service: Colorado-Kansas Division state regional office division level expenses to rate
division level

Description: Allocation of state regional office division level expenses to rate division levels.

Current Provider Colorado-Kansas Division regional division office
of Service

Current Use of Colorado-Kansas Division rate divisions
Service

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

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

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

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

General Ledger Entries: Example Only

State Div Office
CO/KS BU 060 Div 030

Cash
Accl. 131

----1--$::-::5~00:-r.~1 )

State Div Office
CO/KS BU 060

Administrative
Expenses

Tra nsfe rre d
Accl. 922----1--7

$2=-=0-=-°'72)
$300 (2a)

,. (1)

po (2)

State Div Office
COIKS BU 060

Accounts Payable
Accl. 232

$500~1)

Rate Div Office
CO/KS Div 033 **

Administrative
Expenses

Transferred
Accl. 922

,. (1)

(2a)

State Div Office
COIKS BU 060
Office Supply

and Expenses *
Accl921

Rate Div Office
COIKS - Remaining

Administrative
Expenses

Tra nsfe rred
Accl. 922

* Many O&M expense accounts exist in addition to 921 that get cleared out of account 922.
** Many rate division offices exist within the state in addition to Div 033.

Flow of Activity
,. (1) Purchase Office Supplies - Colorado/Kansas State Division Office
,. (2) Allocating State Divisoin Office Expenses to Rate Division Office - 40% Allocation rate for illustration purposes only
(2a) Allocation to remaining division offices
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Service:

Description:

Current Provider
Of Service

Current Use of
Service

Basis for
allocation

Exhibit JLS-1

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

Allocation of operating division general office expenses to rate division levels

Kentucky/Mid-States Division operating division general office

Kentucky/Mid-States Division rate divisions

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

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

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

(3) The total direct 0&1\11 expense in each rate division as a percentage of the
total direct O&M expense in Kentucky/Mid-States Division.

See Page 22 for General Ledger Entries: Example Only.
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Exhibit JLS-1

General Ledger Entries: Example Only

General Office
Mid States - Div 091

Cash
Acct. 131

General Office
Mid States - Div 091
Accounts Payable

Acct. 232

General Office
Mid States - Div 091

Office Supply
and Expenses *

Acct. 921
$500 11)
$400~5)

,. (1)
,. (5)

$500
$400

$500 (1)
$400~5)

,. (1)

General Office
Mid States - Div 091

Adm inistrative
Expenses

Transferred
Acct. 922

$20012)
$300 (2a)

,. (2)

Rate Div Office
Mid States Div 009 **

Administrative
Expenses

Transferred
Acet. 922

(2a)

Rate Div Office
Mid States -Remaining

Administrative
Expenses

Transferred
Acct. 922

,. (3)

General Office
Mid States - Div 091
Depreciation Exp

Acct. 403
$1514)
$85 (4a)

I Mid States - Div 091 I
Accumulated Depreciation

Acet. 108
$100~3) ,. (4)

Rate Di v Offi ce
Mid States Div 009 **

Depreciation Exp
Aeet. 403

,. (5)

General Office
Mid States - Div 091
Taxes Other than

Income Taxes
Acct. 408.1
$400 $100 (6)

$300 (6a)
,. (6) $

Rate Div Office
Mid States Div 009 **

Taxes Other than
Income Taxes

Aect. 408.1

Rate Div Office
Mid States -Remaining

Taxes other and
Depreciation

Aeel. 408.1 and 403

(4a) $851
(6a) $300

* Many O&M expense accounts exist in addition to 921 that get cleared out of account 922.
** Many rate di\.ision offices exist in addition to Div 009,

Flow of Activity
,. (1) Purchase Office Supplies - Mid States Di\.ision General Office
,. (2) Allocating General Office Expenses to Rate Division Office - 40% Allocation rate for illustration purposes only
(2a) Allocation to remaining di\.ision offices

,. (3) Monthly Depreciation Expense is booked through Powerplant and interfaces with the Oracle general ledger.
,. (4) Allocation from DilJision 091 - Mid States General Office to Mid States Rate Divisions - Aliocated using the composite factor.
(4a) Allocation to remaining di\.ision offices

,. (5) Taxes Other than Income Taxes incurred
,. (6) Allocating General Office Expenses to Rate DilJision Office - 25% to Mid States Rate Di\.ision Office - for illustration purposes only
(6a) Allocation to remaining division offices
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Service:

Description:

Current Provider
of Service

Current Use of
Service

Basis for
allocation

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

Allocation of operating division general office expenses to rate division levels

Louisiana Division operating division general office

Louisiana Division rate divisions

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

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

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

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

Exhibit JLS-1

See Page 24 for General Ledger Entries: Example Only.
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Exhibit JLS-1

General Ledger Entries: Example Only
General Office

General Office General Office LA - Div 107
LA - Div 107 LA - Div 107 Office Supply

Cash Accounts Payable and Expenses *
Acct. 131 Acct. 232 Acct. 921

1

$500 ~1) ~ (1) $500 $500 (1) ~ (1)

$
500

1$400~5) ~ (5) $400 $400~5)

General Office Rate Div Office Rate Div Office
LA - Div 107 LA Div 007 LA Div 007

Administrative Administrative Administrative
Expenses Expenses Expenses

Transferred Transferred Transferred
Acct. 922 Acct. 922 Acct. 922

1

$200~2) ~ (2)

$
200

1
(2a)

$
301$300 (2a)

General Office Rate Div Office
LA - Div 107 I LA - Div 107 I LA Div 007

Depreciation Exp Accumulated Depreciation Depreciation Exp
Acct. 403 Acct. 108 Acct. 403

~ (3)

$
100

1

$15~4)

1

$100~3) ~ (4)

$

15

1$85 (4a) (4a) $85

General Office Rate Div Office Rate Div Office
LA - Div 107 LA Div 007 LA Div 007

Taxes Other than Taxes Other tha n Taxes Other and
Income Taxes Income Taxes Depreciation

Acct. 408.1 Acct. 408.1 Acct. 408.1 and 403
~ (5) $400.00 $100 (6) ~ (6) $

100 1
(4a)

$
85

1$300 (6a) (6a) $300

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

Flow of Activity
,. (1) Purchase Office Supplies - LA DMsion General Office
,. (2) Allocating General Office Expenses to Rate Division Office - 40% Allocation rate for illustration purposes only
(2a) Allocation to remaining division offices

,. (3) Monthly Depreciation Expense is booked through Powerplant and interfaces with the Oracle general ledger.
~ (4) Allocation from Division 107 - LA General Office to LA Rate Divisions - Allocated using the composite factor.
(4a) Allocation to remaining division offices

~ (5) Taxes Other than Income Taxes incurred
,. (6) Allocating General Office Expenses to Rate Division Office - 25% to LA Rate Division Office - for illustration purposes only
(6a) Allocation to remaining division offices
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Exhibit JlS-1

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

Mid-Tex performs operations and maintenance and capital services for the Atmos Pipeline - Texas CAPT")
Division.

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

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

APT employs some pipeline only personnel, this labor and the related benefit cost is primarily charged directly to
APT and not allocated from Mid-Tex.

Service: Mid-Tex/Atmos Pipeline - Texas Division· Intracompany Labor

Description: Mid-Tex employees' labor supporting APT operations

Current Provider Mid-Tex
Of Service

Current Use of
Service Almos Pipeline - Texas

Basis for Mid-Tex direct Company and/or contractor aduallabor
allocation

Mid-Tex Non Supervisol)' employees who charge time to APT generally
record their time through the time reporting system.

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

The Operational Split is calculated annually based on the expected allocation
of Mid-Tex Non Supervisory labor and contractor labor between the Mid-Tex
and APT divisions.
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General Ledger Entry: Supervisory employee (Example Only) Mid-Tex BU 080

Exhibit JLS-1

Mid-Tex BU 080
Cash

Accl. 131I$1,000

[ Mid-Tex BU 080

Construction work
In Progress
Ace!. 107

Cost Center 4XXX

(2) $ 400 1

(1)

Mid-Tex BU 080
Accounts Payable

Acct. 232

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

APT BU 180
Construction work

In Progress
Accl.107

Cost Center 9XXX

(2) $ 250

O&M Labor
Acct. 853

Cost Center 4XXX

(2) $200

APT BU 180

O&M Labor
Acct. 853

Cost Center 9XXX

(2) $150

Flow of Activitv:
(1) Pay Mid-Tex Supervisory employee
(2) Allocate labor to Mid-Tex and APT ~ for illustration purposes, this employee's time is charged 60% to Mid-Tex and
40% to APT. The APT portion is 63% capital.

General Ledger Entry: Non Supervisory employee (Example Only)
Mid-Tex BU 080

Mid-Tex BU 080
Cash

Acct. 131
1-$8-0-0--(1-)

Mid-Tex BU 080
Accounts Payable

Accl. 232

(1) $800 $800

APT BU 180

(2)

O&M Labor
Ace!. 853

Cost Center 4XXX

(2) $400

APT BU 180
Construction work

In Progress
Acct. 107

Cost Center 9XXX

(2) $ 100

O&M Labor
Accl. 853

Cost Center 9XXX

(2) $300

Flow ofActivitv:
(1) Pay Mid-Tex employee labor
(2) Direct charge labor to Mid-Tex and APT - for illustration purposes, this employee's time for this payroll cycle was 50%
Mid-Tex and 50% APT. The APT portion was 25% capital and 75% expense.
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Service:

Description:

Current
Provider
Of Service

Current Use of
Service

Basis for
allocation

Exhibit .ILS-1

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

Allocation of including but not liminted to rents, heavy equipment, utilities, telecom,
transportation (vehicles), uniforms, insurance, printing and postage.

Mid-Tex

Atmos Pipeline - Texas Division

Factors are primarily based on direct employee labor and contractor labor. The vehicle
allocation is based on Company labor only. Allocations vary based on the cost center and
sub account.

General Ledger Entries: Transportation Expense (Example Only)

.. (3)

Mid Tex BU 080
Cash

Acct. 131

I $1,OOO~1)

APT BU 180
CWI{

Accl. 107
Cost Center 9XXX

$

220

1

.. (1)

.. (2)

Mid Tex BU 080
Accounts Payable

Acct. 232

$1,000 $1,000 (1)

I APT BU 180 !
O&M Transportation

Acct. 853
Cost Center 4XXX

$7801 $220 ~3)

"(1 )

I Mid Tex BU 080 I
O&M Transportation

Acct. 853
Cost Ce nte r 4XXX

$1 '0001 $780 ~2)

Flow of Activity
,.. (1) $1000 in transportation expense
.. (2) $780 is allocated from Mid-Tex O&M to APT O&M
.. (3) A portion of the cost is capitalized, for illustration purposes only (22%)
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Service:

Description:

Current Provider of
Service

Current Use of
Service

Basis for allocation

Exhibit JLS-1

Benefits cost allocation

Accumulates fringe benefits (workers compensation, basic life insurance, SFAS/106,
medical/dental insurance, long term disability, 401 (k), pension cost etc.) and allocates
to the rate jurisdictions and/or subsidiaries.

Shared Services

Atmos Pipeline - Texas Division
Atmos Power Systems, Inc.
UCG Storage, Inc.
Atmos Energy Services, LLC
Atmos Energy Marketing, LLC
West Texas Division
Louisiana Division
Kentucky/Mid-States Division
Mid-Tex Division
Colorado-Kansas Division
Mississippi Division

An allocation of fringe benefits from Shared Services to the divisions and subsidiaries is
calculated based on the ratio of employees for each division or subsidiary to total
employees that receive their benefits from Atmos Energy Corporation. Fringe benefits
components are accumulated by each operating division general office. Benefit
expenses are allocated to rate jurisdictions by multiplying each rate jurisdiction's labor
dollars by that particular operating division's benefits load percentage. The load
percentage is calculated using total budgeted benefits divided by total labor.

General Ledger Entries: Example Only
SSU BU 010

SSU BLI 010 Administrative
SSU BU 010 SSU BU010 Employee Pensions Expenses

Cash Clearing Account and Benefits • Tra nsfe rred
Acct. 131 Acct. 184 Aeet. 926 Aeel. 922

I
$1,000"(1) ,. (1)

$1'00°1 $1,000~1) ,. (1)
$1'0001

I~
200 "(2)
800 (2a)

General Office General Office Rate Div Offiee Ra Ie Div Office
Remaining Mid States· Div 091 Mid States Div 009 .. Mid Slates· Remaining

Administrative Administrative Administrative Administrative
Expenses Expenses Expenses Expenses

Transferred Transferred Tra nsferred Transferred
Aect. 922 Aeet. 922 Aeet. 922 Aeet. 922

(2a)

$

800

1

,. (2)
$°1

$50~3) ,. (3)
$5°1

(3a)

$

150

1$150 (3a)

• Many O&M expense accounts exist in addition to 926 that get cleared out of account 922.
,. Many rate di,;sion offices exist within the state in addition to Div 009

Flow of Activity
.. (1) Benefit costs incurred
,. (2) Allocating Shared Ser>,ices Expenses to Mid States General Office - 20% Allocation rate for illustration purposes only
(2a) Allocation to remaining general offices

,. (3) Allocating Shared Ser>,ices Expenses to Rate Division Office - 25% Allocation rate for illustration purposes only
(3a) Allocation to remaining di,;sion offices
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Service:

Description:

Current Provider
of Service

Current Use of
Service

Basis for
allocation

Intercompany labor

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

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

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

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

Exhibit JLS-1

General Ledger Entries: Example Only

SSUBU010
Cash

Acct. 131
$500 (2a) (2b)

[_-:-:::-SS::=U..;;B;,;;;;U~O.:..::.10:..,,-_
MR from Assoc Co.

Acct 146

1
(2a)

SSU BU010
Accounts Payable

Acct. 232 $500 (2b)

Atmos Energy Services
AES BU 301

Mains & Services Exp
Acct. 8740

(1)--~$500~1';;';";';--

Flow of Activity

IMid States BU OSa-Div 0021
MR from Assoc Co.

Acct. 146 $500 (2b) (2b)

Mid States BU OSa-Div 091
Accounts Payable

Acct. 232
$500 (1)

(1) 8nployee X is a Kentucky 8nployee. He worked on a special project in I\Jlarch for Atmas subsidiary,
AES (Almas Energy Services). Time is captured through a direct time sheet entry.

(2a) Salary is paid to employee x
(2b) JE is made to relieve payable in operating division.

Intercompany Entry generated by Grade to keep Operating Divisions in sync.
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Service:

Description:

Current Provider
of Service

Current Use of
Service

Basis of Intra
company
Allocations

Adjustments to Uncollectible Accounts Expense

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

West Texas Division rate divisions
Louisiana Division rate divisions
Kentucky/Mid-States Division rate divisions
Colorado-Kansas Division rate divisions
Mid-Tex Division rate division
Mississippi Division rate division

West Texas Division rate divisions
Louisiana Division rate divisions
Kentucky/Mid-States Division rate divisions
Colorado-Kansas Division rate divisions
Mid-Tex Division rate division
Mississippi Division rate division

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

Exhibit JLS-1

General Ledger Entries: Exarrple O1Iy

Rate Division * Rate Division Rate Division

(2) $

Custorrer .Accounts 
I..k1coIlectible .Accounts

kct.904

kcl.lTliated Provision
for lklcoUectible kcounts

Pcct. 144 sub aaaaa

2ffiI$ 1,(lll (1) (1) $
1 roll

Cistprrer kcpirrts
Receivable

Pcct. 142 sub bbbbb

* Each rate divisim has a different a1locatim rate.

RowofJlctjvity
(1) !Vblthlyallocated costs.
(2) Wite off of uncollectib1e accoonts as needed.
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Service:

Description:

Current Provider
of Service

Current Use of
Service

Basis of Intra
company
Allocations

Intra-company labor allocation - other than operating division general
office labor

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

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

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

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

Exhibit J LS-1

General Ledger Entries: Example Only

ssu au 010 ssu au 010 ssu au 010

Cash
Accl. 131

-----:..:.:.:.;Ic..:..:..:..---::-$S::-:O"'"O (2a)

Kentucky Division
Mid-States au OSO-Div 009

Mains & Services Exp

Acel. .;:.87:...:4:.:;0 _

r (1)----:::c$::":2S"'"'1

Flow of Activity

(2b)

r (1)

AIR from Assoc Co.
Accl. 146

Tennesse" Division
Mid-States au OSO-Div 093

Mains &S"rvic"s Exp
Aeel. 8740

Accounts Payable

__----::A,.::c~CI.;.,:2:.:;32""---~:-::-:::-

'''} .5001 ,,'" (2b}

IMid-States au OSO-Div 0021
AIR from Assoe Co,

Aeel146
$500 (2b)

1Mid-States au OSO-Dlv 0911

Accounts Payable
Acel. 232

(2b) ------::$,.::50~1;.,::.:;:...--,$'""5"'"'OO:-r. (1)

r (1) Employee x lives in Kentucky and works 50% in Kentucky and 50% in Tennessee every month.
Time is captured through fixed labor distribution

(2a) Salary is paid 10 employee x
(2b) JE is made to relieve payable in operating di\oision.

Intercompany Entry generated by Oracle to keep Operating Di\oisions in sync
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Service:

Description:

Current Provider
of Service

Current Use of
Service

Basis for
allocation

Other income and interest expense(AII below the line accounts)

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

Shared Services

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

Interest Expense, Interest Income and Other Non-Operating Income in shared
services are allocated to each utility division based on the budget allocation
percentages. The budget allocation is based on net investment by business
unit as of the latest month available when the budget is prepared, with
normalizing or averaging adjustments to working capital. Net investment is
defined as total assets less liabilities (excluding long-term debt, notes payable
and current maturities.) The allocation factors are the same for the fiscal year.
The allocation stays in the account the charge was originally booked in.
Headquarter allocation of below the line accounts to rate divisions follows the
same process as described above.

Exhibit ,ILS-1

See page 33 for General Ledger Entries: Example Only.

32



Exllibit JLS-1

General Ledger Entries: Example Only

SSU SU 010 Div 033

SSU SU 010 SSU SU 010 Interest and Interest and
Cash Accounts Receivable DIvidend Income Dividend Income

Acct 131 Acct 143 Acct 419 Accl419

$1'0001
,. (1)

$1'0001
$1,000'(1) '(2)

$

20

1

$1,000~1) I $20

SSU SU 010 SSU SU 010 SSU SU 010 Oiv 033
Cash Accounts Receivable Other Deductions' Other Deductions

Acct 131 Acct 143 Acct 426.5 Accl426.5

I
$2,000'(3) ,. (3)

$2'0001
$2,000~3) '(3)

$2'0001
$40~4) '(4)

$

40

1

SSU SU 010 SSU SU 010 SSU SU 010 Oiv 033
Cash Accounts Receivable Interest Expense Interest Expense

Acct 431 Acct 431

Acct 131 Acct 143 (Short Term) (Short Term)

I
$3,000'(5) ,. (5)

$3'0001 $3,OOO~5) '(5)
$MOI

$12~6) '(6) $ 12

1

SSU SU 010 Oiv 033

Interest Expense Interest Expense
Acct 431 Accl431

(Long Term) (Long Term)

'(S)
$2'

400
1

$48'(6) '(6) $ 48

1

• Includes various accounts Dut cleared out of account 426,S

Flow of Activity
,. (1) Interest and Dilidend Income generated
,. (2) Allocating Shared Serlices Income and DilAdend Income to Div33 only - Assume 2% allocation rate
,. (3) Other Income and Expenses generated
,. (4) Allocating Shared Serlices Other Deductions to Div33 only - Assume 2% allocation rate
,. (5) Interest Expense generated
,. (6) Allocating Shared Serlices Interest Expense to Div 33 only - Assume 2% allocation rate
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Service:

Description:

Current Provider
of Service

Current Use of
Service

Basis for
allocation

Gas supply services between the operating divisions and an affiliate

Atmos Energy Services LLC provides gas supply administrative services to
the operating divisions.

Atmos Energy Services, LLC

West Texas Division
Louisiana Division
Mid-States Division
Colorado-Kansas Division
Mississippi Division

Costs are charged directly to a specific service area in Atmos Energy
Services LLC related to each of the operating divisions (Le. Colorado costs
accumulated in Atmos Energy Services LLC are billed directly to the operating
division for Colorado). These costs are billed to the operating divisions on a
monthly basis at cost with no profit component.

Administrative charges are allocated to each region based on total throughput
volumes from the prior fiscal year (October 1 to September 30).

Exhibit JLS-1

General ledger Entries: Example Only

AES·BU 301
Cash
131

~(1)(1)

AES- BU 301
Accounts Payable

Acet.232

$1 $500 (1)

AES-BU301
OperExp
ket. XJOO<

'''T
IAES - BU 301-DiV"OOB

AIR from Assnc Co.
Accf.14S

"'I
I AES - BU 301M

• I
Mise Service Revenue

Acct 4881(2)
I COIKS BU 060-Div 002 I

AIR from Assoc Co.
Acc!. 146

~(2)(2)

Stale Div Office
Co/KS BU O6O-Div 31

Outside Services Employed
Acct. 923

State Div Office
COIKS BU OGO-Div 31

Admin Exp Transferred
Ace!. 9221(3)

Rate Div Office
CalKS au O6O-Div 33"

Admin Exp Transferred
Ace!. 912(3)1

- Many rale division offices exist within the slate in addition to Div 033.
- For this ex""ple, this amoml represents the portioo of the bilITngs attributed to the calKs division 31 state ctflce

Flow of AcOvlty
(1) Almas Energy Services (AES), a slbsidiary of Almos Energy Co1poration incurred op;raling expense
(2) AES, bilis vancus Almas orerating divisicns for their use of gas supply services
(3) Allocalicn from division 31 - Colora:Jo Operating Division to Coiorado rale divisicns - Allocated using the canposile fa:lor.

34



Service:

Description:

Current Provider
of Service

Current Use of
Service

Basis of
Allocations

Gas cost between state jurisdictions for contiguous systems

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

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

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

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

Exhibit JLS-1

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

(2)

SSU BU 010
Cash

Acct. 131

Various BU's & Svc Areas
Natural Gas City Gate Purchase

Acct. 804

$1,0001

$1,000 (1) (1 )

SSU BU 010
Accounts Payable

Acct. 232

$1 ,0001 $1,000 (2)

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

Description:

Current Provider
of Service

Current Use of
Service

Basis for
allocation

Gas storage services between an operating division and an affiliate

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

UCG Storage, Inc.
WKG Storage, Inc.

Kentucky/Mid-States Division

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

Exhibit JLS-1

General Ledger Entries: Example Only

WKG Storage BU 233
Other Gas Revenues

Accl. 495I $100 (1)

WKG Storage BU 233, Div 002
AIR from Assoe Co.

Aecl. 146

(2) $100 I

Flow of Activity - East Diamond Storage Facility

(1 )

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

Acel. 8580

$100 I
KY/Mid-State BU 050, Div 002

AIR from Assoc Co.
Acel. 146I $100 (2)

1 Monthly demand charge for the East Diamond Storage Facility
2 Intercompany Entry generated by Oracle to keep Operating Divisions in sync

UCG Storage BU 232
Other Gas Revenues

Accl. 495

I $100 (1)

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

Acel. 146

(2) $100 I

Flow of Activity - Barnsley Storage Facility

(1 )

KY/Mid-5tate BU 050, Div 009
Other gas supply expenses

Accl. 813
$100 1------

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

Acel. 146
1..:....:...;=------,-$-10-0- (2)

1 Monthly demand charge for the Barnsley Storage Facility
2 Intercompany Entry generated by Oracle to keep Operating Divisions in sync
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Service:

Description:

Working capital funds management

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

Exhibit JLS-1

Current Provider of Atmos Energy Atmos Energy Atmos Energy
Service: Corporation Holdings, Inc. Holdings, Inc.

Atmos Energy
Atmos Energy Marketing Atmos Energy

Current Use of Service: Holdin~s, Inc. Services, LLC Corporation
Interest Income/Expense
Calculation (See Below) A A B

Basis for
allocation

Interest income or expense is recognized each month at the subsidiaries'
level based on the average outstanding balance of each respective inter
company receivable/payable balance and Atmos' average effective rate of
short term debt net of commitment fees plus 75 to 300 basis points (A) or the
lowest commercial paper rate outstanding. If there is not commercial paper
outstanding the rate on the Royal Bank of Scotland facility is used (B).

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

SSU BU 010
Interest and Dividend Income

Accl. 419--,
Various Affiliates

Interest and Dividend Income
Accl. 419

$500 (1)

$500 (1)

Various Affiliates
Other Interest Expense

Acct. 431
(1)-----:::$":""1,'::":OO~OI------

(1) Interest Income and/or expense is recognized each month allhe subsidiaries' level
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Service:

Description:

Current Provider
of Service

Current Use of
Service

Basis for
allocation

Gas storage services provided between affiliates

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

Trans Louisiana Gas Storage, Inc.

Trans Louisiana Gas Pipeline, Inc.

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

Exhibit JLS-1

General Ledger Entries: Example Only

BU 234

Accounts Receivable from
Associated Company

Acet. 146

BU 303

Accounts Receivable from
Associated Company

Accl. 146
$100

BU 234

Revenue Transportation"
Industrial
Acct. 4896

$100

BU 303

Other Gas Supply Expense
Acct. 813

$100
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Service:

Description:

Current Provider
of Service

Current Use of
Service

Basis for
allocation

AEM - Salaries and FICA Cost Allocation

Salaries and FICA cost allocations between affiliates.

Atmos Energy Marketing, LLC

Atmos Energy Services, LLC
Atmos Energy Marketing, LLC
Trans Louisiana Gas Pipeline, Inc.
Atmos Power Systems, Inc.

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

Exhibit JLS-1

,jff() (1)

1UrosErey{~m

EmlraI~ames: A8VI •~aies& Rca ORPlIcx3ioo (l:icarpeQ1y)

Itr.i 131
~(3)

~(3)

:jm)(4)

IUros Erey{ Mri<eti~ LLC BJ212
A:auts Payaje
m f'<¥dl P<.:cna

Itr.i 232(2)-=
(4) I

WXJ (6) $2XJ(5)(1)
PllcctoVcr. saes (6)
Pllccto1LG' (6)
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flIlcctoPES (6)

IUros Erey{ Mri<eti~ lLC BJ212
P&G-Mriri~ &g.n:raI salaies

rmpqed: Laxr
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~
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~ACAaeairg

krt184(2)-1
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Errp" RcaA:cn.a

___....,Itr.iZ})

(3) ,

IUros Erey{ Mri<eti~ LLC BJ212
Taxes<fu:rttm1=TlWS

RcaLoo:l
___--::: Itr.i 413

(5) 1PllcctoVcr. saes (6)
Pllccto1LG' (6)
Pllcctor-BN016.fl51 (6)
Pllcctof'ES (6) $4
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Service:

Description:

Current
Provider of
Service

Current Use
of Service

Basis for
allocation

AEM - Operation and Maintenance cost allocation

O&M expense cost allocations between affiliates.

Atmos Energy Marketing, LLC

Atmos Energy Services, LLC

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

Exhibit JLS-1

Atmos Energy Corporation
General Ledger Entries: Affiliates - O&M Expense Allocation (Example Only)

Labor & Benefits

$1,000 (1)

Atmos Energy Holdings, Inc. BU 312
Administrative Expenses Transferred - CR

Acct. 922

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

Acct. 922-I
Atmos Energy Services, LLC BU 301

Administrative Expenses Transferred - CR
,ce!o 922 - Multiple Svc Areas for different state

(1) $1'0001

(1) Labor and Benefits Billing from AEM (212) to AES (301)

(1 ) $1'0001 $1,000 (1)
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Service:

Description:

Current Provider
of Service

Current Use of
Service

Property Insurance

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

Blueflame Insurance Services, LTD

Kentucky/M id-States Division
Colorado-Kansas Division
Shared Services
Louisiana Division
Mississippi Division
Mid-Tex Division
West Texas Division
Atmos Pipeline - Texas Division
Atmos Energy Marketing, LLC
Atmos Exploration & Production, Inc.
Atmos Energy Services, LLC
Atmos Power Systems, Inc,
Trans Louisiana Gas Pipeline, Inc.
Trans Louisiana Gas Storage, Inc.
UCG Storage, Inc.
WKG Storage, Inc.
Atmos Gathering Company, LLC

Exhibit JLS-1

Basis for
allocation

Atmos Energy Corporation is invoiced by Blueflame Insurance Services.
Costs are allocated based on the property value of each affiliate at a rate
division level.

General Ledger Entries.: Example Only

SSU BU 010
Cash

Acct.131
$1 DO (1)

SSU BU 010
Accounts Payabl(!

___iA.:,-:;,cC;;:,:":-;2::.;3::.:2=---.-,-;:-;:-
(1) 51001 $100 (1) (1)

ssu BU 010
Prepayments

Acct.165

51 DOI $a (2)

(3 )

(6)

(8)

GeneralOffice
CalKS BU OBO

Property Insuran.ce
Ac'Ct. 924

$0.80 (4)

State Dlv Office
eo IK S D i v 031

Pr'opel'ty Insurance
Acet. 924

$ 0.10 (7)

R3te Div Office
eOIKSDlv033'

Property Insurance
Acct.924

State Div Office
COIKS Div 031

P ra p e rly 111 s u ran c e
__~;-iA~cc,;:," g 24

(4) 50.BOI,"",::';;;"---;5'":'0~.::"08;:-(5)

R a Ie D iv 0 fnc e
CalKS Dlv 033'

Pr-operty Insurance
__~;-iA,;-c~c,;:,t,,",g::.:2;:..4:.... _

(7) SO'l01

(5 )

RateDIIJOf~
CalKS Dlv 033'

Property Insurance
Acct. 92:.4

.. M any rate division orfices eXist within the stale In additlon to Div 033.

Flow of Activity
(1} Property Insurance incurred
(2) Amortized on a monthly basis to General Office
("3) Allocating Shared Services Expenses 10 General Office - 20% Allocalion rate for illustration purpos€s only
(4) Allocating Shared Services Expenses to State Division OHice - 50% AllocatiDn rate for illustration purposes only
(5) A!locating Shared Services Expenses to Rate Division Office - 10"ft;> Allocation r.ate [or illustration purposes only
(6} Am ortized on a rn onthly basis to State Division 0 ffice
(7) AUocating Stale Divis/on Offke t.e Rate Division Office
(8) Am or1ized on a rn onthly basis to Rate Dlvislon 0 ffice
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Service:

Description:

Current Provider
Of Services

Current Use of
Service

Basis for
allocation

AES Retail Services

AES Retail services monthly revenue

Atmos Energy Services, LLC

West Texas Rate Divisions
Kentucky/Mid-States Rate Divisions
Colorado-Kansas Rate Divisions

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

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

Exhibit J LS-1

General Ledger Entries: Example Only

BU 301
Service areas 811-813

General Office

Revenues from
Non-utility Operations

Accl. 417
(1 )
(1 )
(1 )

$600
$300
$100

BU 301
Service area 055

$600 (1)
$300 (1)
$100 (1)

Revenues from
Non-utility Operations

Accl. 417

-------:....:..I~$600 (1)
$300 (1)
$100 (1)

General Office

Revenues from
Non-utility Operations

Accl. 417
(2) ---$-2-,0-00-1---$-2,-00-0- (2)

Flow of Activity

(2)
(2)
(2)

Revenues from
Non-utility Operations

Accl. 417
$1,000

$750
$250

West Texas
Colorado
Kansas

(1) Revenues from Non-utility Operations incurred and reclassed to General Offices
(2) Revenues from Non-utility Operations incurred are allocated to General Offices

42



Service:

Description:

Current Provider
Of Services

Current Use of
Service

Basis for
allocation

Intercompany Interest on Notes Payable

Intercompany Interest on Notes Payable

Shared Services

Atmos Energy Holdings, Inc.

Interest expense is recognized monthly at the subsidiaries' level based on the
monthly rate from the Short Term Debt report plus 3%. Interest income is
recognized monthly at the subsidiaries' level based on the monthly rate from
Short Term Debt report.

Exhibit JLS-1

General Ledger Entries: Example Only

Shared Services

Accounts Receivable from
Associated Company

Accl. 146

1 $1,000 (1)

Atmos Energy Holdings, Inc.

(1 )

Shared Services

Interest on Debt to Associated
Companies
Accl. 431

$1,000 1.....:..;::...:...-----

Atmos Energy Holdings, Inc.

(1 )

Accounts Receivable from
Associated Company

Accl.146

$1,000 I
Interest and Dividend Income

Accl. 419
1-=-'::""::---$-1-,0-00- (1)

Flow of Activity
(1) Intercompany Interest on Notes Payable is recognized each month at the subsidiary level.
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Exhibit JLS-1
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I. '¥ITNESS IDENTIFICATION

WHAT IS YOUR NAME AND BUSINESS ADDRESS?

My name is James H. Vander Weide. I am Research Professor of Finance and

Economics at Duke University, the Fuqua School of Business. I am also President

of Financial Strategy Associates, a firm that provides strategic and financial

consulting services to business clients. My business address is 3606 Stoneybrook

Drive, Durham, North Carolina.

WOULD YOU PLEASE DESCRIBE YOUR EDUCATIONAL

BACKGROUND AND PRIOR ACADEMIC EXPERIENCE?

I graduated from Cornell University with a Bachelor's Degree in Economics and

from NOlihwestem University with a Ph.D. in Finance. After joining the faculty

of the School of Business at Duke University, I was named Assistant Professor,

Associate Professor, and then Professor. I have published research in the areas of

finance and economics and taught courses in corporate finance, investment

management, and management of financial institutions at Duke for more than

thirty-five years. My research publications and teaching experience are described

in Appendix 1. I am now retired from my teaching duties at Duke.

HAVE YOU PREVIOUSLY TESTIFIED ON FINANCIAL OR

ECONOMIC ISSUES?

As an expert on financial and economic theory and practice, I have participated in

more than 400 regulatory and legal proceedings before the public service

commissions of forty-three states and four Canadian provinces, the Federal

Energy Regulatory Commission, the National Energy Board (Canada), the
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Federal Communications Commission, the Canadian Radio-Television and

Telecommunications Commission, the U.S. Congress, the National

Telecommunications and lnformation Administration, the insurance commissions

of five states, the Iowa State Board of Tax Review, the National Association of

Securities Dealers, and the North Carolina Property Tax Commission. In addition,

I have prepared expert testimony in proceedings before the U.S. District Court for

the District of Nebraska; the U.S. District Couti for the District of New

Hampshire; the U.S. District Couli for the District of Northem Illinois; the U.S.

District COllli for the Eastem District of North Carolina; the Montana Second

Judicial District Court, Silver Bow County; the U.S. District Court for the

Northern District of California; the Superior Comi, North Carolina; the U.S.

Bankruptcy COllli for the Southern District of West Virginia; and the U. S.

District Court for the Eastem District afMichigan.

II. PURPOSE OF TESTIMONY

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

I have been asked by Atmos Energy Corporation ("Atmas Energy" or "the

Company") to prepare an independent appraisal of its cost of equity capital and to

recommend a rate of return on equity that is fair, that allows Atmos Energy to

attract capital on reasonable terms, and that allows Atmos Energy to maintain its

financial integrity.
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HOW DO YOU ESTIMATE ATMOS ENERGY'S COST OF EQUITY?

I estimate Atmos Energy's cost of equity by applying several standard cost of

equity estimation techniques, including the discounted cash flow ("DCF") model,

the risk premium method, and the Capital Asset Pricing Model ("CAPM") to

proxy groups of comparable risk utilities.

WHY DO YOU APPLY YOUR COST OF EQUITY METHODS TO

PROXY GROUPS OF UTILITIES RATHER THAN SOLELY TO ATMOS

ENERGY?

I apply my cost of equity methods to proxy groups of utilities because standard

cost of equity methodologies such as the DCF, risk premium, and CAPM require

inputs of quantities that are not easily measured. Since these inputs can only be

estimated, there is naturally some degree of uncertainty sUlTounding the estimate

of the cost of equity for each company. However, the uncertainty in the estimate

of the cost of equity for an individual company can be greatly reduced by

applying cost of equity methodologies to one or more samples of comparable

companies. Intuitively, unusually high estimates for some individual companies

are offset by unusually low estimates for other individual companies. Thus,

financial economists invariably apply cost of equity methodologies to one or more

groups of comparable companies. In utility regulation, the practice of using

comparable companies is further suppOlted by the United States Supreme Court

standard that the utility should be allowed to earn a return on its investment that is

commensurate with returns being earned on other investments of similar risk (see

Bluefield fVater Works and Improvement Co. v. Public Service Comm 'n. 262 U.S.
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679, 692 (1923) and Federal Power COfnm 'n v. Hope Natural Gas Co., 320 U.S.

561,603 (1944».

WHAT COST OF EQUITY DO YOU FIND FOR YOUR COMPARABLE

COMPANIES IN THIS PROCEEDING?

I find that the cost of equity for my comparable companies is in the range of

10.0 percent to 11.3 percent, with an average result of 10.7 percent.

WHAT IS YOUR RECOMMENDATION REGARDING ATMOS

ENERGY'S FAIR RATE OF RETURN ON COMMON EQUITY?

1 conservatively recommend that Atmos Energy be allowed a fair rate of retUlll on

common equity equal to 10.7 percent.

'WHY IS YOUR RECOMMENDED RETURN ON EQUITY

CONSERVATIVE?

My recommended return on equity is conservative because the financial risk of

my comparable companies, which is based on the equity ratio resulting from the

market values of their equity and debt, is less than the financial risk implied by

the lower equity ratio in Atmos Energy's ratemaking capital structure, which is

based on its book values of equity and debt.

DO YOU HAVE AN EXHIBIT TO ACCOMPANY YOUR TESTIMONY?

Yes. I sponsor Exhibit JVW-1, consisting of nine schedules and five appendices

that were prepared by me or under my direction and supervision.
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III. ECONOMIC AND LEGAL PRINCIPLES

HOW DO ECONOMISTS DEFINE THE REQUIRED RATE OF RETURN,

OR COST OF CAPITAL, ASSOCIATED WITH PARTICULAR

INVESTMENT DECISIONS SUCH AS THE DECISION TO INVEST IN

NATURAL GAS DISTRIBUTION FACILITIES?

Economists define the cost of capital as the return investors expect to receive on

alternative investments of comparable risk.

HOW DOES THE COST OF CAPITAL AFFECT A FIRM'S

INVESTMENT DECISIONS?

The goal of a firm is to maximize the value of the firm. This goal can be

accomplished by accepting all investments in plant and equipment with an

expected rate of return greater than or equal to the cost of capital. Thus, a firm

should continue to invest in plant and equipment only so long as the return on its

investment is greater than or equal to its cost of capital.

HOW DOES THE COST OF CAPITAL AFFECT INVESTORS'

WILLINGNESS TO INVEST IN A COMPANY?

The cost of capital measures the return investors can expect on investments of

comparable risk. The cost of capital also measures the investor's required rate of

return on investment because rational investors will not invest in a particular

investment opportunity if the expected return on that opportunity is less than the

cost of capital. Thus, the cost of capital is a hurdle rate for both investors and the

firm.

DO ALL INVESTORS HAVE THE SAME POSITION IN THE FIRM?

Direct Testimony ofJames H. Vander Weide PH.D. Page 5
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No. Debt investors have a fixed claim on a firm's assets and income that must be

paid prior to any payment to the firm's equity investors. Since the tirm's equity

investors have a residual claim on the finn's assets and income, equity

investments are riskier than debt investments. Thus, the cost of equity exceeds the

cost of debt.

WHAT IS THE ECONOMIC DEFINITION OF THE COST OF EQUITY?

As I noted above, the cost of equity is the return investors expect to receive on

altemative equity investments of comparable risk. Since the return on an equity

investment of comparable risk is not a contractual rehlm, the cost of equity is

more difficult to measure than the cost of debt. However, as I have already noted,

the cost of equity is greater than the cost of debt. The cost of equity, like the cost

of debt, is both forward looking and market based.

HOW DO ECONOMISTS MEASURE THE PERCENTAGES OF DEBT

AND EQUITY IN A FIRM'S CAPITAL STRUCTURE?

Economists measure the percentages of debt and equity in a firm's capital

structure by first calculating the market value of the tilm' s debt and the market

value of its equity. Economists then calculate the percentage of debt by the ratio

of the market value of debt to the combined market value of debt and equity, and

the percentage of equity by the ratio of the market value of equity to the combined

market values of debt and equity. For example, if a firm's debt has a market value

of $25 million and its equity has a market value of $75 million, then its total

market capitalization is $100 million, and its capital structure contains 25 percent

debt and 75 percent equity.
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measured in terms of market values.

WHY DO INVESTORS MEASURE THE EXPECTED RETURN AND

TRADITIONAL DEFINITION OF THE AVERAGE COST OF CAPITAL?

VALUE WEIGHTS RATHER THAN BOOK VALUE WEIGHTS?

CONSISTENT WITH REGULATORS'CAPITALCOST OF

IS THE ECONOMIC DEFINITION OF THE WEIGHTED AVERAGE

would receive market value, not historical cost. Thus, the return can only be

return on their portfolios because if they were to sell their investments, they

investment is irTelevant for the purpose of assessing the current risk and required

From the point of view of investors, the historical cost or book value of their

using market value weights because market values are the best measure of the

Economists measure a firm's capital structure in terms of the market values of its

securities; (2) investors measme the expected return and risk on their portfolios

using market value weights, not book value weights; and (3) market values are the

RISK ON THEIR INVESTMENT PORTFOLIOS USING MARKET

WHY DO ECONOMISTS MEASURE A FIRM'S CAPITAL STRUCTURE

best measures of the amounts of debt and equity investors have invested in the

amounts the investors currently have invested in each security in the portfolio.

company on a going forward basis.

debt and equity because: (l) the weighted average cost of capital is defined as the

IN TERMS OF THE MARKET VALUES OF ITS DEBT AND EQUITY?

Investors measme the expected return and risk on their investment portfolios

return investors expect to earn on a portfolio of the company's debt and equity
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No. The economic definition of the weighted average cost of capital is based on

the market costs of debt and equity, the market value percentages of debt and

equity in a company's capital structure, and the future expected risk of investing

in the company. In contrast, regulators have traditionally defined the weighted

average cost of capital using the embedded cost of debt and the book values of

debt and equity in a company's capital structure.

ARE THESE ECONOMIC PRINCIPLES REGARDING THE FAIR

RETURN FOR CAPITAL RECOGNIZED IN ANY SUPREME COURT

CASES?

Yes. These economic principles, relating to the supply of and demand for capital,

are recognized in two United States Supreme Court cases: (1) Bluefield Water

Works and Improvement Co. v. Public Service Comm 'n.; and (2) Federal POliler

Comm 'n v. Hope Natural Gas Co. In the Bluefield Water Works case, the Court

states:

A public utility is entitled to such rates as will pennit it to eam a
return upon the value of the property which it employs for the
convenience of the public equal to that generally being made at the
same time and in the same general part of the country on
investments in other business undertakings which are attended by
corresponding risks and uncertainties, but it has no constitutional
right to profits such as are realized or anticipated in highly profitable
enterprises or speculative ventures. The retul11 ... should be
reasonably sufficient to assure confidence in the financial soundness
of the utility, and should be adequate, under efficient and
economical management, to maintain and suppoti its credit, and
enable it to raise the money necessary for the proper discharge of its
public duties. [Bluefield Water Works and Improvement Co. v.
Public Service Comm'n. 262 U.S. 679, 692 (1923)].

The Court clearly recognizes here that: (1) a regulated finn cannot remam

financially sound unless the return it is allowed an oppotiunity to earn on the
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value of its property is at least equal to the cost of capital (the principle relating to

the demand for capital); and (2) a regulated finn will not be able to attract capital

if it does not offer investors an opportunity to earn a return on their investment

equal to the return they expect to earn on other investments of the same risk (the

principle relating to the supply of capital).

In the Hope Natural Gas case, the Court reiterates the financial soundness

and capital attraction principles ofthe Bluefield case:

From the investor or company point of view it is important that there
be enough revenue not only for operating expenses but also for the
capital costs of the business. These include service on the debt and
dividends on the stock... By that standard the return to the equity
owner should be COlllinensurate with returns on investments in other
enterprises having corresponding risks. That retum, moreover,
should be sufficient to assure confidence in the financial integrity of
the enterprise, so as to maintain its cred it and to attract capital.
[Federal Po~wer Comm I n v. Hope Natural Gas Co., 320 U.S. 591,
603 (1944)]

IV. BUSINESS AND FINANCIAL RISKS IN THE NATURAL GAS
DISTRIBUTION INDUSTRY

ARE THE RETURNS ON INVESTMENT OPPORTUNITIES, SUCH AS

AN INVESTMENT IN ATMOS ENERGY, KNOWN WITH CERTAINTY

AT THE TIME AN INVESTMENT IS MADE?

No. The retum on an investment in a company depends on the company's

expected future cash flows over the life of the investment. Since the company's

expected future cash flows are uncertain at the time the investment is made, the

return on the investment is also unceliain.
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AS YOU DISCUSS ABOVE, INVESTORS REQUIRE A RETURN ON

INVESTMENT THAT IS EQUAL TO THE RETURN THEY EXPECT TO

RECEIVE ON OTHER INVESTMENTS OF SIMILAR RISK. DOES THE

REQUIRED RETURN ON AN INVESTMENT DEPEND ON THE RISK

OF THAT INVESTMENT?

Yes. Since investors are averse to risk, they require a higher rate of return on

investments with greater risk

WHAT FUNDAMENTAL RISK DO INVESTORS FACE WHEN THEY

INVEST IN A COMPANY SUCH AS ATMOS ENERGY?

Investors face the fundamental risk that their realized, or actual, return on

investment '',lill be less than their required retum on investment

HOW DO INVESTORS MEASURE INVESTMENT RISK?

Investors generally measure investment risk by estimating the probability, or

likelihood, of earning less than the required retum on investment. For investments

or projects with potential returns distributed symmetrically about the expected, or

mean, return, investors can also measure investment risk by estimating the

variance, or volatility, of the potential return on investment.

DO INVESTORS DISTINGUISH BETWEEN BUSINESS AND

FINANCIAL RISK?

Yes. Business risk is the underlying risk that investors will earn less than their

required retum on investment when the investment is financed entirely with

equity. Financial risk is the additional risk of earning less than the required retum

when the investment is financed with both fixed-cost debt and equity.
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WHAT ARE THE PRIMARY DETERMINANTS OF A NATURAL GAS

UTILITY'S BUSINESS RISK?

The business risk of investing in natural gas utilities such as Atmos Energy is

caused by: (1) demand uncertainty; (2) operating expense unceltainty;

(3) investment cost uncertainty; (4) high operating leverage; and (5) regulatory

uncertainty.

HOW DOES DEMAND UNCERTAINTY AFFECT A NATURAL GAS

UTILITY'S BUSINESS RISK?

Demand unceltainty affects a natural gas utility's business risk through its impact

on the variability of the company's revenues and its return on investment. The

greater the unceltainty in demand, the greater is the uncettainty in the company's

revenues and its return on investment.

WHAT CAUSES THE DEMAND FOR NATURAL GAS DISTRIBUTION

SERVICES TO BE UNCERTAIN?

Demand uncettainty is caused by the sensitivity of demand to: (1) the state of the

economy and population growth; (2) fluctuations in temperatures during the peak

heating season: (3) changes in rates; (4) customer effOlts to conserve energy;

(5) the ability of customers to switch to alternative sources of energy such as

electricity or propane; (6) customer use of more efficient appliances; and

(7) potential service intelTuptiol1s due to accidents or natural disasters.

WHY ARE A NATURAL GAS UTILITY'S OPERATING EXPENSES

UNCERTAIN?
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Operating expense uncertainty arises as a result of variability in (1) purchased gas

costs; (2) pipeline capacity costs; (3) employee-related costs such as salaries and

wages, pensions, and insurance; (4) maintenance and materials costs; (5) customer

billing and accounting expenses; and (6) bad debt expenses.

WHY ARE A NATURAL GAS UTILITY'S INVESTMENT COSTS

UNCERTAIN?

The natural gas utility business requires large investments in the storage and

distribution facilities required to deliver natural gas to customers. The future

amounts of required investment in storage and distribution facilities are uncertain

due to uncertainty regarding: (1) long-run demand; (2) costs of complying with

environmental, health, and safety laws and regulations; (3) costs to maintain and

replace aging plant and equipment; and (4) costs required to assure adequate

natural gas supply to meet forecasted demand.

YOU NOTE ABOVE THAT HIGH OPERATING LEVERAGE

CONTRIBUTES TO THE BUSINESS RISK OF UTILITIES. WHAT IS

OPERATING LEVERAGE?

Operating leverage is the increased sensitivity of a company's earnings to sales

variability that arises when some of the company's costs are fixed.

HOW DO ECONOMISTS MEASURE OPERATING LEVERAGE?

Economists typically measure operating leverage by the ratio of a company's

fixed expenses to its operating margin (revenues minus variable expenses).

WHAT IS THE DIFFERENCE BETWEEN FIXED AND VARIABLE

EXPENSES?

Direct Testimony of James H. Vander Weide PH.D. Page 12
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Fixed expenses are expenses that do not vary with output, and variable expenses

are expenses that vary directly with output. For natural gas utilities, fixed

expenses include the fixed component of operating and maintenance costs,

depreciation and amortization, and taxes.

DO NATURAL GAS UTILITIES TYPICALLY EXPERIENCE HIGH

OPERATING LEVERAGE?

Yes. As noted above, operating leverage increases when a firm's commitment to

fixed costs rises in relation to its operating margin on sales. The relatively high

degree of fixed costs in the natural gas utility business arises primarily from:

(1) the average natural gas utility's large investment in fixed plant and equipment;

and (2) the relative "fixity" of a natural gas utility's operating and maintenance

costs. High operating leverage causes the average natural gas utility's operating

income to be highly sensitive to demand and revenue fluctuations.

HOW DOES OPERATING LEVERAGE AFFECT A COMPANY'S

BUSINESS RISK?

Operating leverage affects a company's business risk through its impact on the

variability of the company's profits or income. Generally speaking, the higher a

company's operating leverage, the higher is the variability of the company's

operating profits.

DOES REGULATION CREATE UNCERTAINTY FOR NATURAL GAS

UTILITIES?

Yes. Rates for natural gas distribution serVIces are generally set by state

regulatory authorities in a manner that provides natural gas distribution companies

Direct Testimony of James H. Vander Weide PH.D. Page 13
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an opportunity to recover pmdently incurred operating expenses and earn a fair

rate of retum on their prudently incurred investment in property, plant, and

equipment. Investors' perceptions of the business and financial risks of natural

gas utilities are strongly influenced by their views of the quality of regulation.

Investors are aware that regulators in some jurisdictions may be unwilling at times

to set rates that allow companies an opportunity to recover their cost of service in

a timely manner and earn a fair and reasonable retum on investment. Investors are

also aware that, even if a company presently has an opportunity to eam a fair

retum on its investment in property, plant, and equipment, there is no assurance

that they will continue to have such an opportunity in the future. If investors

perceive that regulators may not provide an oppOliunity to eam a fair rate of

retum on investment, investors may demand a higher rate of retum for natural gas

utilities operating in such jurisdictions. If investors perceive that regulators are

likely to continue to provide an opportunity for a company to earn a fair rate of

return on investment, investors will view the risk of eaming a less than fair return

as minimal.

Natural gas distribution companies are also subject to environmental laws

and regulations that currently impose significant costs and potential liabilities.

The cost of complying with future environmental regulations is highly unceliain.

YOU NOTE THAT FINANCIAL LEVERAGE INCREASES THE RISK OF

INVESTORS IN NATURAL GAS UTILITIES SUCH AS ATMOS

ENERGY. HOW DO ECONOMISTS MEASURE FINANCIAL

LEVERAGE'?
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Economists generally measure financial leverage by the percentages of debt and

equity in a company's market value capital structure. Companies with a high

percentage of debt compared to equity are considered to have high financial

leverage.

WHY DOES HIGH FINANCIAL LEVERAGE AFFECT THE RISK OF

INVESTING IN A NATURAL GAS UTILITY'S STOCK?

High financial leverage is a source of additional risk to utility stock investors

because it increases the percentage of the firm's costs that are fixed, and the

presence of higher fixed costs increases the variability of the equity investors'

retum on investment.

CAN THE RISK OF INVESTING IN ATMOS ENERGY BE

DISTINGUISHED FROM THE RISKS OF INVESTING IN COMPANIES

IN OTHER INDUSTRIES?

Yes. The risks of investing in natural gas utilities such as Atmos Energy can be

distinguished from the risks of investing in companies in many other industries in

several ways. First, the risks of investing in natural gas utilities are increased

because of the greater capital intensity of the natural gas utility business and the

fact that most investments in natural gas facilities are largely irreversible once

they are made. Second, unlike retUl11S in competitive industries, the returns from

investment in natural gas utilities are largely asymmetric. That is, there is little

opportunity for natural gas utilities to earn more than the required return, and a

significant chance that the utilities will earn less than the required retum.
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V. COST OF EQUITY ESTIMATION METHODS

WHAT METHODS DO YOU USE TO ESTIMATE THE COST OF

COMMON EQUITY CAPITAL FOR ATMOS ENERGY?

I review the results of three generally accepted methods for estimating the cost of

common equity. These are the Discounted Cash Flow CDCF"), the risk premium

method, and the Capital Asset Pricing Model ("CAPM"). The DCF method

assumes that the CUlTent market price of a firm's stock is equal to the discounted

value of all expected future cash flows. The risk premium method assumes that

the investor's required return on an equity investment is equal to the interest rate

on a long-term bond plus an additional equity risk premium to compensate the

investor for the risks of investing in equities compared to bonds. The CAPM

assumes that the investor's required rate of return on equity is equal to a risk-free

rate of interest plus the product of a company-specific risk factor, beta. and the

expected risk premium on the market pOlifolio.

VI. DISCOUNTED CASH FLOW ("DCF") APPROACH

PLEASE DESCRIBE THE DCF MODEL.

The DCF model is derived from the assumption that investors value an asset on

the basis of the future cash flows they expect to receive from owning the asset.

Thus, investors value an investment in a bond because they expect to receive a

sequence of semi-annual coupon payments over the life of the bond and a

tenuinal payment equal to the bond's face value at the time the bond matures.

Likewise, investors value an investment in a finn's stock because they expect to
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receive a sequence of dividend payments and, perhaps, expect to sell the stock at a

higher price sometime in the future.

A second fundamental principle of the DCF approach is that investors

value a dollar received in the future less than a dollar received today. A future

dollar is valued less than a current dollar because investors could invest a current

dollar in an interest earning account and increase their wealth. This principle is

called the time value of money.

Applying the two fundamental DCF principles noted above to an

investment in a bond leads to the conclusion that investors value their investment

in the bond on the basis of the present value of the bond's future cash flows. Thus,

the price of the bond should reflect the timing, magnitude, and relative risk of the

expected cash t10ws. Algebraically this can be expressed as:

EQUATION 1

C C C+F
P. ""--+ + ...+---

B (1+i) (1+i)2 (1+ir

where:

16

17
18
19

20

21
22

23

F

n

Bond price;

Cash value of the constant coupon payment (assumed for
notational convenience to occur annually rather than
semi-annually);

Face value of the bond;

The rate of interest investors could earn by investing their
money in an alternative bond of equal risk; and

The number of periods before the bond matures.

24

25

Applying these same principles to an investment in a firm's stock suggests that

the price of the stock should be equal to:
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EQUATION 2

ARE YOU RECOMMENDING THAT THE ANNUAL DCF MODEL BE

+++
(1 + k)

CUlTent price of the firm's stock;

Expected annual dividend per share on the firm's stock;

Price per share of stock at the time the investor expects to sell
the stock; and

Retum the investor expects to eam on altemative investments
of the same risk, i.e., the investor's required rate of return.

k

Ps

where:

a correct expression for the present discounted value of future dividends if

equation is k = D/Ps + g, where k is the cost of equity, D1 is the expected next

annual grow1h rate in eamings, dividends, and book value per share. The term

equation can be solved for k, the cost of equity. The resulting cost of equity

USED TO ESTIMATE ATMOS ENERGY'S COST OF EQUITY?

discounted value of all expected future dividends. The annual DCF model is only

Equation (2) is frequently called the annual discounted cash flow model of stock

period annual dividend, Ps is the current price of the stock, and g is the constant

DjlPs is called the dividend yield component of the annual DCF model, and the

valuation. Assuming that dividends grow at a constant arIDual rate, g, this

term g is called the growth component of the annual DCF model. As in the case of

the price of a bond, the price of a stock is related to the timing, magnitude, and

relative risk of the expected cash flows.

No. The DCF model assumes that a company's stock price is equal to the present

2
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4

5

6
7

8
9

10

11
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dividends are paid annually at the end of each year. Since the companies in my

proxy group all pay dividends quarterly, the current market price that investors

are willing to pay reflects the expected quarterly receipt of dividends. Therefore, a

quarterly DCF model must be used to estimate the cost of equity for these fim1s.

The quarterly DCF model differs from the annual DCF model in that it expresses

a company's price as the present discounted value of a qumierly stream of

dividend payments. A complete analysis of the implications of the quatierly

payment of dividends on the DCF model is provided in Exhibit JVW-I, Appendix

2. For the reasons cited there, I employed the qualierly DCF model throughout

my calculations.

PLEASE DESCRIBE THE QUARTERLY DCF MODEL YOU USED.

The quarterly DCF model I used is described on Exhibit JVW-l Schedule 1and in

Appendix 2. The quatierly DCF equation shows that the cost of equity is: the sLIm

of the future expected dividend yield and the growth rate, where the dividend in

the dividend yield is the equivalent future value of the four quarterly dividends at

the end of the year, and the growth rate is the expected growth in dividends or

earnings per share.

IN APPENDIX 2, YOU DEMONSTRATE THAT THE QUARTERLY DCF

MODEL PROVIDES THE THEORETICALLY CORRECT VALUATION

OF STOCKS WHEN DIVIDENDS ARE PAID QUARTERLY. DO

INVESTORS, IN PRACTICE, RECOGNIZE THE ACTUAL TIMING AND

MAGNITUDE OF CASH FLOWS WHEN THEY VALUE STOCKS AND

OTHER SECURITIES?
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Yes. In valuing long-term government or corporate bonds, investors recognize

that interest is paid semi-annually. Thus, the price of a long-term government or

corporate bond is simply the present value of the semi-annual interest and

principal payments on these bonds. Likewise, in valuing morigages, investors

recognize that interest is paid monthly. Thus, the value of a mortgage loan is

simply the present value of the monthly interest and principal payments on the

loan. In valuing stock investments, stock investors correctly recognize that

dividends are paid quarterly. Thus, a firm's stock price is the present value of the

stream of quarterly dividends expected from owning the stock.

WHEN VALUING BONDS, MORTGAGES, OR STOCKS, WOULD

INVESTORS ASSUME THAT CASH FLOWS ARE RECEIVED ONLY AT

THE END OF THE YEAR, WHEN, IN FACT, THE CASH FLOWS ARE

RECEIVED SEMI-ANNUALLY, QUARTERLY, OR MONTHLY?

No. Assuming that cash flows are received at the end of the year when they are

received semi-annually, quarterly, or monthly would lead investors to make

serious mistakes in valuing investment opportunities. No rational investor would

make the mistake of assuming that dividends or other cash flows are paid

atmually when, in fact, they are paid more frequently.

HOW DO YOU ESTIMATE THE GROWTH COMPONENT OF THE

QUARTERLY DCF MODEL?

I use the average analysts' estimates of future earnings per share (EPS) growth

reported by I1BIE/S Thomson Reuters (I1B/E/S).
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WHAT ARE THE ANALYSTS' ESTIMATES OF FUTURE EPS

GROWTH?

As part of their research, financial analysts working at Wall Street t1rms

periodically estimate EPS growth for each firm they follow. The EPS forecasts for

each firm are then published. Investors who are contemplating purchasing or

selling shares in individual companies review the forecasts. These estimates

represent five-year forecasts ofEPS growth.

WHAT IS IIBJE/S?

IIB/E/S is a division of Thomson Reuters that reports analysts' EPS growth

forecasts for a broad group of companies. The forecasts are expressed in terms of

a mean forecast and a standard deviation of forecast for each firm. Investors use

the mean forecast as an estimate of future firm performance.

WHY DO YOU USE THE IIBJE/S GROWTH ESTIMATES?

I use the liBlEiS growth rates because they: (1) are widely circulated 111 the

financial community, (2) include the projections of reputable financial analysts

who develop estimates of future EPS growth, (3) are reported on a timely basis to

investors, and (4) are widely used by institutional and other investors.

WHY DO YOU RELY ON ANALYSTS' PROJECTIONS OF FUTURE EPS

GROWTH IN ESTIMATING THE INVESTORS' EXPECTED GROWTH

RATE RATHER THAN LOOKING AT HISTORICAL GROWTH RATES?

1 rely on analysts' projections of future EPS growth because there is considerable

empirical evidence that investors use analysts' forecasts to estimate future

earnings growth.
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HAVE YOU PERFORMED ANY STUDIES CONCERNING THE USE OF

ANALYSTS' FORECASTS AS AN ESTIMATE OF INVESTORS'

EXPECTED GROWTH RATE, G?

Yes, I prepared a study in conjunction with Willard T. Carleton, Professor

Emeritus of Finance at the University of Arizona, on why analysts' forecasts are

the best estimate of investors' expectation of future long-term growth. This study

is described in a paper entitled "Investor Growih Expectations and Stock Prices:

the Analysts versus History," published in the Spring 1988 edition of The Journal

ofPor!j()J;o Management.

PLEASE SUMMARIZE THE RESULTS OF YOUR STUDY.

First, we perfonned a correlation analysis to identify the historically oriented

growth rates which best described a firm's stock price. Then we did a regression

study comparing the historical growth rates with the average analysts' forecasts.

In every case, the regression equations containing the average of analysts'

forecasts statistical1y outperformed the regression equations containing the

historical growth estimates. These results are consistent with those found by

Cragg and Malkiel, the early major research in this area (John G. Cragg and

Burton G. Malkiel, Expectations and the Structure ofShare Prices, University of

Chicago Press, 1982). These results are also consistent with the hypothesis that

investors use analysts' forecasts, rather than historically oriented growth

calculations, in making stock buy and sell decisions. They provide overwhelming

evidence that the analysts' forecasts of future growth are superior to historically

oriented grovvth measures in predicting a finn's stock price.
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HAS YOUR STUDY BEEN UPDATED?

Yes. Researchers at State Street Financial Advisors updated my study using data

tlu'ough year-end 2003. Their results continue to confinn that analysts' growth

forecasts are superior to historically-oriented growth measures in predicting a

firm's stock price.

WHAT PRICE DO YOU USE IN YOUR DCF MODEL?

1 use a simple average of the monthly high and low stock prices for each film for

the three-month period ending February 2013. These high and low stock prices

were obtained fi'om Thomson Reuters.

WHY DO YOU USE THE THREE-MONTH AVERAGE STOCK PRICE IN

APPLYING THE DCF METHOD?

I use the three-month average stock price in applying the DCF method because

stock prices fluctuate daily, while financial analysts' forecasts for a given

company are generally changed less frequently, often on a quarterly basis. Thus,

to match the stock price with an earnings forecast, it is appropriate to average

stock prices over a tlu'ee-month period.

DO YOU INCLUDE AN ALLOWANCE FOR FLOTATION COSTS IN

YOURDCF ANALYSIS?

Yes. I include a five percent allowance for flotation costs in my DCF calculations.

PLEASE EXPLAIN YOUR INCLUSION OF FLOTATION COSTS.

All firms that have sold securities in the capital markets have incurred some level

of flotation costs, including underwriters' commissions, legal fees, printing

expense. etc. These costs are withheld from the proceeds of the stock sale or are
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paid separately, and must be recovered over the life of the equity issue. Costs vary

depending upon the size of the issue, the type of registration method used and

other factors, but in general these costs range between three and five percent of

the proceeds from the issue [see Lee, Inmoo, Scott Lochhead, Jay Ritter, and

Quanshui Zhao, "The Costs of Raising Capital," The Journal of Financial

Research, Vol. XIX No 1 (Spring 1996), 59-74, and Clifford W. Smith,

"Alternative Methods for Raising Capital," Journal of Financial Economics 5

(1977) 273-307]. In addition to these costs, for large equity issues (in relation to

outstanding equity shares), there is likely to be a decline in price associated with

the sale of shares to the public. On average, the decline due to market pressure has

been estimated at two to three percent [see Richard H. Pettway, "The Effects of

New Equity Sales Upon Utility Share Prices," Public Utilities Fortnightly,

May 10, 1984, 35-39]. Thus, the total flotation cost, including both issuance

expense and market pressure, could range anywhere from five to eight percent of

the proceeds of an equity issue. I believe a combined five percent allowance for

flotation costs is a conservative estimate that should be used in applying the DCF

model in this proceeding.

IS A FLOTATION COST ADJUSTMENT ONLY APPROPRIATE IF A

COMPANY ISSUES STOCK DURING THE TEST YEAR?

No. As described in Exhibit NW-1, Appendix 3, a flotation cost adjustment is

required whether or not a company issued new stock during the test year.

Previously incurred flotation costs have not been recovered in previous rate cases;

rather, they are a pennanent cost associated with past issues of common stock.
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Just as an adjustment is made to the embedded cost of debt to renect previously

incurred debt issuance costs (regardless of whether additional bond issuances

were made in the test year), so should an adjustment be made to the cost of equity

regardless of whether additional stock was issued during the test year.

HOW DO YOU APPLY THE DCF APPROACH TO OBTAIN THE COST

OF EQUITY CAPITAL FOR ATMOS ENERGY?

I apply the DCF approach to the publicly-traded natural gas distribution

companies ("LDCs") shown on ExhibiLNW-l Schedule 1 and the publicly-

traded water utilities shown on Exhibit NW-l Schedule 2.

HOW DO YOU SELECT YOUR PROXY GROUP OF NATURAL GAS

DISTRmUTION COMPANIES?

I select all the companies in Value Line's natural gas industry groups that: (1) are

in the bush1ess of natural gas distribution; (2) paid dividends during every quarter

of the last two years; (3) did not decrease dividends during any quarter of the past

two years; (4) have an I1B/E/S long-term earnings growth forecast; and (5) are not

the subject of a merger otfer that has not been completed. In addition, all of the

LOCs included in my group have an investment grade bond rating and a Value

Line Safety Rank of I, 2, or 3. The LDCs in my DCF proxy group and the

average DCF result are shown on Exhibit _JVW-l Schedule I.

WHY DO YOU ELIMINATE COMPANIES THAT HAVE EITHER

DECREASED OR ELIMINATED THEIR DIVIDEND IN THE PAST TWO

YEARS?
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The DCF model requires the assumption that dividends will grow at a constant

rate into the indefinite future. If a company has either decreased or eliminated its

dividend in recent years, an assumption that the company's dividend will grow at

the same rate into the indefinite future is questionable.

WHY DO YOU ELIMINATE COMPANIES THAT DO NOT HAVE AT

LEAST TWO ANALYSTS' LONG-TERM GROWTH FORECASTS?

As noted above, my studies indicate that the analysts' growth forecasts best

approximate the growth forecasts used by investors in making stock buy and sell

decisions; and thus, the average of the analysts' growth forecasts is the best

available estimate of the growth telm in the DCF Model. In my opinion, the DCF

result is more reliable if there are at least two analysts' long-term growth

estimates.

WHY DO YOU ELIMINATE COMPANIES THAT ARE BEING

ACQUIRED IN TRANSACTIONS THAT ARE NOT YET COMPLETED?

A merger announcement generally increases the target company's stock price, but

not the acquiring company's stock price. Analysts' growth forecasts for the target

company, on the other hand, are necessarily related to the company as it currently

exists. The use of a stock price that includes the growth-enhancing prospects of

potential mergers in conjunction with grovvth forecasts that do not include the

growth-enhancing prospects of potential mergers produces DCF results that tend

to distort a company's cost of equity.
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PLEASE SUMMARIZE THE RESULTS OF YOUR APPLICATION OF

THE DCF METHOD TO THE NATURAL GAS DISTRIBUTION

COMPANY PROXY GROUP.

My application of the DCF method to the natural gas distribution company proxy

group produces a market-weighted average result of 10.0 percent, as shown on

Exhibit JVW-l Schedule 1.

YOU NOTE ABOVE THAT YOU ALSO APPLY YOUR DCF METHOD

TO A PROXY GROUP OF WATER UTILITIES. WHY DO YOU APPLY

YOUR DCF MODEL TO A PROXY GROUP OF WATER UTILITIES?

I apply my DCF model to a proxy group of water utilities because: (1) the sample

of publicly-traded natural gas distribution companies with sufficient information

to estimate the cost of equity is relatively small; (2) the water utilities are a

reasonable proxy for the risk of investing in natural gas distribution companies;

(3) natural gas distribution companies are frequently used as proxies for water

utilities in water cases; and (4) it is useful to examine the cost of equity results for

a group of companies of similar risk in order to test the reasonableness of the

results obtained by applying cost of equity methodologies to the group of

publicly-traded natural gas distribution companies. Financial theory does not

require that companies be in exactly the same industry to be comparable in risk.

HO'V ARE THE WATER UTILITIES SIMILAR TO ATMOS ENERGY?

Like Atmos Energy, the water utilities are regulated public utilities that: (1) invest

primarily in a capital-intensive physical network that connects the customer to the

source of supply; and (2) sell their products and services at regulated rates to
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customers whose demand is primarily dependent on weather and the state of the

economy.

DOES YOUR WATER UTILITY PROXY GROUP MEET THE

STANDARDS OF THE HOPE AND BLUEFIELD CASES YOU CITE

ABOVE?

Yes. The Hope and Bluefield standard states that a public utility should be

allowed to earn a return on its investment that is commensurate with the returns

investors are able to earn on investments having similar risk. The water utilities

are a group of companies that meet the standards of the Hope and BluefIeld cases

because they are a reasonable proxy for the risk of investing in Atmos Energy.

HOW DO YOU SELECT YOUR GROUP OF PUBLICLY-TRADED

WATER COMPANIES?

I select all the water companies included in the Value Line Investment Survey

Standard and Plus editions that: (1) pay dividends; (2) did not decrease dividends

during any quatier of the past two years; (3) have an IIB/E/S long-term growth

forecast; and (4) are not the subject of a merger that has not been completed.

PLEASE SUMMARIZE THE RESULT OF YOUR APPLICATION OF

THE DCF MODEL TO YOUR WATER COMPANY PROXY GROUP.

As shown in Exhibit JVW-1, Schedule 2, my application of the DCF model to the

Value Line water companies produces a market-weighted average DCF result of

11.0 percent and a simple average DCF result of 10.6 percent. Because American

Water Works represents approximately fifty percent of the market capitalization

of all the water companies in the group, I use the midpoint of market-weighted
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and simple average results, 10.8 percent, as the cost of equity estimate from the

DCF model applied to the water utilities.

VII. RISK PREMIUM APPROACH

PLEASE DESCRIBE THE RISK PREMIUM APPROACH TO

ESTIMATING ATMOS ENERGY'S COST OF EQUITY.

The risk premium method is based all the principle that investors expect to eam a

return on an equity investment that reflects a "premium" over the interest rate

they expect to earn on an investment in bonds. This equity risk premium

compensates equity investors for the additional risk they bear in making equity

investments versus bond investments.

HO'V DO YOU MEASURE THE REQUIRED RISK PREMIUM ON AN

EQUITY INVESTMENT IN ATMOS ENERGY?

I use two methods to estimate the required risk premium on an equity investment

in Atmos Energy. The first is called the ex ante risk premium method, and the

second is called the ex post risk premium method.

A. Ex Ante Risk Premium Approach

PLEASE DESCRIBE YOUR EX ANTE RISK PREMIUM APPROACH

FOR MEASURING THE REQUIRED RISK PREMIUM ON AN EQUITY

INVESTMENT IN ATMOS ENERGY.

My ex ante risk premium method is based on studies of the DCF expected return

on a comparable group of natural gas distribution companies, which I compared
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to the interest rate on Moody's A-rated utility bonds. Specifically, for each month

COMPANIES?

WHY DO YOU APPLY YOUR EX ANTE RISK PREMIUM STUDY ONLY

TO LDCS RATHER THAN TO BOTH LDCS AND WATER

RPPROXY = DCFpROXY - I A

the required risk premium on an equity investment in the
proxy group of companies;

average DCF estimated cost of equity on a portfolio of
proxy companies; and

the yield to maturity on an investment in A-rated utility
bonds.

RPPROXY

DCFpROXY

displayed in Exhibit JVW-l Schedule 3.2

is contained in Appendix 4, and the underlying DCF results and interest rates are

in my study period, I calculate the risk premium using the equation,

I then perform a regression analysis to determine if there is a relationship between

and water utilities because there is sufficient data to apply the DCF method to the

r apply my ex ante risk premium approach only to LDCs rather than to both LDCs

1
A-rated utility bonds. A detailed description of my ex ante risk premium studies

the cost of equity, I then add the required risk premium to the forecasted yield on

regression analysis to estimate the investors' required risk premium. To estimate

where:

the calculated risk premium and interest rates. Finally, I use the results of the
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One could use the yield to maturity on other debt investments to measure the interest rate component of
the risk premium approach as long as one uses the yield on the same debt investment to measure the
expected risk premium component of the risk premium approach. I chose to use the yield on A-rated
utility bonds because it is a frequently-used benchmark for utility bond yields.
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LDCs over a relatively long period of time. In contrast, there are few water

utilities with consistent data extending back for a reasonably long study period.

WHAT ESTIMATED RISK PREMIUM DO YOU OBTAIN FROM YOUR

EX ANTE RISK PREMIUM METHOD?

As described in Appendix 4, my analyses produce an estimated risk premium over

the yield on A-rated utility bonds equal to 4.8 percent.

WHAT COST OF EQUITY RESULT DO YOU OBTAIN FROM YOUR EX

ANTE RISK PREMIUM STUDY?

To estimate the cost of equity using the ex ante risk premium method, one may

add the estimated risk premium over the yield on A-rated utility bonds to the

forecasted yield to maturity on A-rated utility bonds. I obtain the forecasted yield

to maturity on A-rated utility bonds, 6.55 percent, by averaging forecast data from

Value Line and the u.s. Energy InfOlTIlation Administration ("EJA"). My

analyses produce an estimated risk premium over the yield on A-rated utility

bonds equal to 4.8 percent. Adding an estimated risk premium of 4.8 percent to

the 6.55 percent forecasted yield to maturity on A-rated utility bonds produces a

cost of equity estimate of 11.3 percent using the ex ante risk premium method

(see Appendix 4).

HOW DO YOU OBTAIN THE EXPECTED YIELD ON A-RATED

UTILITY BONDS?

As noted above, I obtain the expected yield to maturity on A-rated utility bonds.

6.55 percent, by averaging forecast data from Value Line and the EIA. Value Line

Selection & Opinion (Feb. 22,2013) projects an AAA-rated Corporate bond yield
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equal to 5.8 percent. The February 2013 average spread between A-rated utility

bonds and Aaa-rated Corporate bonds is twenty-eight basis points (A-rated utility,

4.18 percent, less Aaa-rated C0l1)orate, 3.90 percent, equals twenty-eight basis

points). Adding twenty-eight basis points to the 5.80 percent Value Line AAA

Corporate bond forecast equals a forecast yield of 6.08 percent for the A-rated

utility bonds. The EIA at January 2013 forecasts a AA,rated utility bond yield

equal to 6.78 percent. The average spread between AA-rated utility and A-rated

utility bonds at February 2013 is twenty-three basis points (4.18 percent less

3.95 percent). Adding twenty-three basis points to EIA's 6.78 percent AA-utility

bond yield forecast equals a forecast yield for A-rated utility bonds equal to

7.01 percent. The average of the forecasts (6.08 percent using Value Line data and

7.01 percent using EIA data) is 6.55 percent.

WHY DO YOU USE A FORECASTED YIELD TO MATURITY ON A-

RATED UTILITY BONDS RATHER THAN A CURRENT YIELD TO

MATURITY?

J use a forecasted yield to maturity on A-rated utility bonds rather than a current

yield to maturity because the fair rate of return standard requires that a company

have an opportunity to earn its required return on its investment during the

forward-looking period during which rates will be in effect. Because current

interest rates are depressed as a result of the Federal Reserve's extraordinary

efforts to keep interest rates low in an effOlt to stimulate the economy, current

interest rates at this time are likely a poor indicator of future interest rates.

Economists project that future interest rates will be higher than current interest
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rates as the Federal Reserve allows interest rates to rise in order to prevent

inflation. Thus, the use of forecasted interest rates is consistent with the fair rate

of return standard, whereas the use of CUlTent interest rates at this time is not.

B. Ex Post Risk Premium Approach

PLEASE DESCRIBE YOUR EX POST RISK PREMIUM APPROACH

FOR MEASURING THE REQUIRED RISK PREMIUM ON AN EQUITY

INVESTMENT IN ATMOS ENERGY.

I first perform a study of the comparable returns received by bond and stock

investors over the seventy-five years of my study. I estimate the returns on stock

and bond portfolios, using stock price and dividend yield data on the S&P 500

and bond yield data on Moody's A"rated Utility Bonds. My study consists of

making an investment of one dollar in the S&P 500 and Moody's A-rated utility

bonds at the beginning of 1937, and reinvesting the principal plus return each year

to 2012. The return associated with each stock portfolio is the sum of the annual

dividend yield and capital gain (or loss) which accrued to this portfolio dming the

year(s) in which it was held. The return associated with the bond pOltfolio, on the

other hand, is the sum of the annual coupon yield and capital gain (or loss) which

accrued to the bond pOltfolio during the year(s) in which it was held. The

resulting annual returns on the stock and bond pOltfolios purchased in each year

from] 937 to 2012 are shown on Exhibit _JVW-I Schedule 4. The average annual

return on an investment in the S&P 500 stock pOltfolio is 11.0 percent, while the

average annual return on an investment in the Moody's A-rated utility bond
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portfolio is 6.7 percent. The risk premium on the S&P 500 stock pOltfolio IS,

therefore, 4.3 percent.

I also conduct a second study using stock data on the S&P Utilities rather

than the S&P 500. As shown on Exhibit NW-l Schedule 5, the S&P Utility stock

portfolio shows an average annual return of 10.6 percent per year. Thus, the return

on the S&P Utility stock portfolio exceeds the return on the Moody's A-rated

utility bond portfolio by 3.8 percent (apparent discrepancy due to rounding).

WHY IS IT APPROPRIATE TO PERFORM: YOUR EX POST RISK

PREMIUM ANALYSIS USING BOTH THE S&P 500 AND THE S&P

UTILITY STOCK INDICES?

I perform my ex post risk premium analysis on both the S&P 500 and the S&P

Utilities because I believe utilities today face risks that are somewhere in between

the average risk of the S&P Utilities and the S&P 500 over the years 1937 to

2012. 111US, I use the average of the two historically-based risk premiums as my

estimate of the required risk premium in my ex post risk premium method.

WOULD YOUR STUDY PROVIDE A DIFFERENT EX POST RISK

PREMIUM IF YOU STARTED WITH A DIFFERENT TIME PERIOD?

Yes, the ex post risk premium results vary somewhat depending on the historical

time period chosen. My policy is to go back as far in history as I can get reliable

data. I believe it is most meaningful to begin after the passage and implementation

of the Public Utility Holding Company Act of 1935. This Act significantly

changed the structure of the public utility industry. Because the Public Utility

Holding Company Act of 1935 was not implemented until the beginning of 1937,
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I feel that numbers taken from before this date are not comparable to those taken

after. (The repeal of the 1935 Act does not have a material impact on the structure

of the public utility industry; thus, the Act's repeal does not have any impact on

my choice of time period.)

WHY IS IT NECESSARY TO EXAMINE THE YIELD FROM DEBT

INVESTMENTS IN ORDER TO DETERMINE THE INVESTORS'

REQUIRED RATE OF RETURN ON EQUITY CAPITAL?

As previously explained, investors expect to earn a return on their equity

investment that exceeds currently available bond yields because the return on

equity, as a residual return, is less certain than the yield on bonds; and investors

must be compensated for this uncertainty. Investors' expectations concerning the

amount by which the return on equity "vill exceed the bond yield may be

influenced by historical differences in returns to bond and stock investors. Thus.

we can estimate investors' expected returns from an equity investment from

information about past differences between retU11lS on stocks and bonds. In

interpreting this infonnation, investors would also recognize that risk premiums

increase when interest rates are low.

HAS THERE BEEN ANY SIGNIFICANT TREND IN THE EX POST

EQUITY RISK PREMIUM OVER THE 1937 TO 2012 TIME PERIOD OF

YOUR STUDY?

No. Statisticians test for trends in data series by regressing the data observations

against time. I have performed such a time series regression on my two data sets

of historical risk premiums. As shown below in TABLE 1 and TABLE 2, there is no
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statistically significant trend in my risk premium data. Indeed, the coefficient on

2 the time variable is insignificantly different from zero (if there were a trend, the

3 coefficient on the time variable should be significantly different from zero).

4 TABLEt

5 REGRESSION OUTPUT FOR RISK PREMIUM ON S&P 500

LINE ADmSTEDR
NO. INTERCEPT TIME SQUARE F

1 Coefficient 3.013 (0.002) 0.024 2.83

2 T Statistic 1.706 (1.682)

6 TABLE 2
7 REGRESSION OUTPUT FOR RISK PREMllTM ON S&P UTILITIES

LINE ADmSTEDR
NO. INTERCEPT TIME SQUARE F

1 Coefficient 1.990 (0.001) 0.008 1.56

2 T Statistic 1.275 (1.251)

8 Q.

9
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11 A.
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17 Q.

18

IS YOUR CONCLUSION THAT THERE IS NO SIGNIFICANT TREND IN

THE EQUITY RISK PREMIUM SUPPORTED IN THE FINANCIAL

LITERATURE?

Yes. Ibbotson,)j) SBBI® 2012 Valuation Edition Yearbook Stocks, Bonds, Bills,

and Inflation® ("Ibbotson@ SBBI®") published by Morningstar, Inc., contains an

analysis of "trends" in historical risk premium data. Tbbotson@ SBBI@ uses

correlation analysis to determine if there is any pattern or "trend" in risk

premiums over time. This analysis also demonstrates that there are no trends in

risk premiums over time.

WHY IS IT SIGNIFICANT THAT HISTORICAL RISK PREMlliMS

HAVE NO TREND OR OTHER STATISTICAL PATTERN OVER TIME?
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The significance of this evidence is that the average historical risk premium is a

reasonable estimate of the future expected risk premium. As noted in Ibbotson@

The significance of this evidence is that the realized equity risk
premium next year will not be dependent on the realized equity risk
premium from this year. That is, there is no discernible pattern in the
realized equity risk premium-it is viliually impossible to forecast next
year's realized risk premium based on the premium of the previous
year. For example, if this year's difference between the riskless rate
and the return on the stock market is higher than last year's, that does
not imply that next year's will be higher than this year's. It is as likely
to be higher as it is lower. The best estimate of the expected value of a
variable that has behaved randomly in the past is the average (or
arithmetic mean) of its past values. [Ibbotson® SBBI®, page 58.]

WHAT CONCLUSIONS DO YOU DRAW FROM YOUR EX POST RISK

PREMIUM ANALYSES ABOUT THE REQUIRED RETURN ON AN

EQUITY INVESTMENT IN ATMOS ENERGY?

My studies provide strong evidence that investors today require an equity retUl11

of approximately 3.8 to 4.3 percentage points above the expected yield on A-rated

utility bonds. As discussed above, the forecast yield on A-rated utility bonds is

6.55 percent. Adding a 3.8 to 4.3 percentage point risk premium to a yield of

6.55 percent on A-rated utility bonds, I obtain an expected return on equity in the

range 10.4 percent to 10.9 percent, with a midpoint of 10.6 percent. Adding a

twenty-two-basis-point allowance for flotation costs, I obtain an estimate of

10.8 percent as the ex post risk premium cost of equity for Atmos Energy. (I

determine the flotation cost allowance by calculating the difference in my DCF

results with and vvithout a flotation cost allowance.).
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VIII. CAPITAL ASSET PRICING MODEL

WHAT IS THE CAPM?

The CAPM is an equilibrium model of the security markets in which the expected

or required return on a given security is equal to the risk-free rate of interest, plus

the company equity "beta," times the market risk premium:

Cost ofequity = Risk-Fee rate + Equity beta x Jvlarket risk premium

The risk-free rate in this equation is the expected rate of retUlTI on a risk-free

government security, the equity beta is a measure of the company's risk relative to

the market as a whole, and the market risk premium is the premium investors

require to invest in the market basket of all securities compared to the risk-free

security.

HOW DO YOU USE THE CAPM TO ESTIMATE THE COST OF EQUITY

FOR YOUR PROXY COMPANIES?

The CAPM requires an estimate of the risk-free rate, the company-specific risk

factor or beta, and the expected retUlTI on the market pOlifoJio. For my estimate of

the risk-free rate, I use the forecasted yield to maturity on 20-year Treasury bonds

of 5.25 percent, using data from Value Line and EIA. I use the 20-year Treasury

bond to estimate the risk-free rate because SSBl',ll) estimates the risk premium

using 20-year Treasury bonds, and one should use the same maturity to estimate

the risk-free rate as is used to estimate the risk premium on the market portfolio.

For my estimate of the company-specific risk, or beta, I use the average

0.72 Value Line beta for my proxy natural gas distribution companies. For my

estimate of the expected risk premium on the market portfolio, I use two
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approaches. First, J estimate the risk premium on the market portfolio using

historical risk premium data repOlied by SBB:[li'. Second, I estimate the risk

premium on the market potifolio from the difference between the DCF cost of

equity for the S&P 500 and the forecasted yield to maturity on 20-year Treasury

bonds.

HOW DO YOU OBTAIN THE FORECASTED YIELD TO MATURITY

ON 20-YEAR TREASURY BONDS?

As noted above, I use data from Value Line and EIA to obtain a forecasted yield

to maturity on 20-year Treasury bonds. Value Line forecasts a yield on 10-year

Treasury notes equal to 4.2 percent. The current spread between the average

February 2013 yield on IO-year Treasury notes (1.98 percent) and 20-year

Treasury bonds (2.78 percent) is eighty basis points. Adding eighty basis points to

Value Line's 4.2 percent forecasted yield on 10-year Treasury notes produces a

forecasted yield of 5.0 percent for 20-year Treasury bonds (see Value Line

Investment Survey, Selection & Opinion, Feb. 22, 2013). ErA forecasts a yield of

4.7 percent on 10-year Treasury notes. Adding the eighty basis point spread

between 10-year Treasury notes and 20-year Treasury bonds to the EIA forecast

of 4.7 percent for 10-year Treasury notes produces an EIA forecast for 20-year

Treasury bonds equal to 5.5 percent. The average of the forecasts is 5.25 percent

(5.0 percent using Value Line data and 5.5 percent using EIA data).

HOW DO YOU ESTIMATE THE EXPECTED RISK PREMIUM ON THE

MARKET PORTFOLIO USING HISTORICAL RISK PREMIUM DATA

REPORTED BY SBBI®?
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I estimate the expected risk premium on the market portfolio by calculating the

difference between the arithmetic mean return on the S&P 500 from 1926 to 2012

(11.77 percent) and the average income return on 20-year u.s. Treasury bonds

over the same period (5.15 percent) (see Jbbotson@ SBBl llD 2012 Valuation

Yearbook, published by Morningstar'llj. Thus, my historical risk premium method

produces a risk premium of 6.6 percent (11.77 - 5.15 = 6.62).

WHY DO YOU RECOMMEND THAT THE RISK PREMIUM ON THE

MARKET PORTFOLIO BE ESTIMATED USING THE ARITHMETIC

MEAN RETURN ON THE S&P 500?

As explained in SBBl@, the arithmetic mean retum is the best approach for

calculating the return investors expect to receive in the future:

The equity risk premium data presented in this book are arithmetic
average risk premia as opposed to geometric average risk premia.
The arithmetic average equity risk premium can be demonstrated
to be most appropriate when discounting future cash flows. For use
as the expected equity risk premium in either the CAPM or the
building block approach, the arithmetic mean or the simple
difference of the arithmetic means of stock market retums and
riskless rates is the relevant number. This is because both the
CAPM and the building block approach are additive models, in
which the cost of capital is the sum of its parts. The geometric
average is more appropriate for reporting past performance, since it
represents the compound average retum. [SBBl, p. 56.]

A discussion of the impOltance of using arithmetic mean returns in the context of

CAPM or risk premium studies is contained in Exhibit JVW-1 Schedule 6.

"'BY DO YOU RECOMMEND THAT THE RISK PREMIUM ON THE

MARKET PORTFOLIO BE ESTIMATED USING THE INCOME

RETURN ON 20-YEAR TREASURY BONDS RATHER THAN THE

TOTAL RETURN ON THESE BONDS?
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As discussed above, the CAPM requires an estimate of the risk-free rate of

interest. When Treasury bonds are issued, the income return on the bond is risk

free, but the total return, which includes both income and capital gains or losses,

is not. Thus, the income return should be used in the CAPM because it is only the

income return that is risk free.

WHAT CAPM RESULT DO YOU OBTAIN WHEN YOU ESTIMATE THE

EXPECTED RETURN ON THE MARKET PORTFOLIO FROM THE

ARITHMETIC MEAN DIFFERENCE BETWEEN THE RETURN ON THE

MARKET AND THE YIELD ON 20-YEAR TREASURY BONDS?

Using a risk-free rate equal to 5.25 percent, a gas utility beta equal to 0.72, a risk

premium on the market portfolio equal to 6.6 percent, and a flotation cost

allowance equal to twenty-two basis points, I obtain an historical CAPM estimate

of the cost of equity equal to 10.2 percent (5.25 + 0.72 x 6.6 + 0.22 = 10.2) (see

Exhibit JVW" 1 Schedule 7).

HOW DOES YOUR DCF-BASED CAPM DIFFER FROM YOUR

HISTORICAL CAPM?

As noted above, my DCF-based CAPM differs from my historical CAPM only in

the method 1 use to estimate the risk premium on the market pOlifolio. In the

historical CAPM, I use historical risk premium data to estimate the risk premium

on the market pOlifolio. In the DCF-based CAPM, I estimate the risk premium on

the market portfolio from the difference between the DCF cost of equity for the

S&P 500 and the forecasted yield to maturity on 20-year Treasury bonds.
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WHAT RISK PREMIUM DO YOU OBTAIN WHEN YOU CALCULATE

THE DIFFERENCE BETWEEN THE DCF-RETURN ON THE S&P 500

AND THE RISK-FREE RATE?

Using this method, I obtain a risk premium on the market portfolio equal to

7.2 percent (see Exhibit JVW" 1 Schedule 8).

WHAT CAPM RESULT DO YOU OBTAIN WHEN YOU ESTIMATE THE

EXPECTED RETURN ON THE MARKET PORTFOLIO BY APPLYING

THE DCF MODEL TO THE S&P 500?

Using a risk-free rate of 5.25 percent, a utility beta of 0.72, a risk premium on the

market portfolio of 7.2 percent, and a flotation cost allowance of twenty-two basis

points, I obtain a CAPM result of 10.6 percent.

CAN A REASONABLE APPLICATION OF THE CAPM PRODUCE

HIGHER COST OF EQUITY RESULTS THAN YOU HAVE JUST

REPORTED?

Yes. The CAPM tends to underestimate the cost of equity for small market

capitalization companies such as many of the natural gas and water utilities.

DOES THE FINANCE LITERATURE SUPPORT AN ADJUSTMENT TO

THE CAPM EQUATION TO ACCOUNT FOR A COMPANY'S SIZE AS

MEASURED BY MARKET CAPITALIZATION SUPPORTED IN THE

FINANCE LITERATURE?

Yes. For example, Ibbotson® SBBI® supports such an adjustment. Their estimates

of the size premium required to be added to the basic CAPM cost of equity are

shown below in TABLE 3.
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TABLE 3
IDBOTSON@ ESTIMATES OF PREMIUMS FOR COMPANY SIZE2

SMALLEST LARGEST
MKT.CAP. MKT.CAP.

DECILE ($MJLLlONS) ($MILLIONS) PREMIUM
Large-Cap (No
Adjustment) >6,896.389 --
Mid-Cap (3-5) 1,621.096 6,896.389 1.14%
Low-Cap (6-8) 422.999 1,620.860 1.88%
Micro-Cap (9-10) 1.028 422.811 3.89%

ARE THERE OTHER REASONS TO BELIEVE THAT THE CAPM MAY

PRODUCE COST OF EQUITY ESTIMATES AT TillS TIME THAT ARE

UNREASONABLY LOW?

Yes. There is considerable evidence in the finance literature that the CAPM tends

to underestimate the cost of equity for companies whose equity beta is less than

1.0 and to overestimate the cost of equity for companies whose equity beta is

greater than 1.0?

CAN YOU BRIEFLY SUMMARIZE THE EVIDENCE THAT THE CAPM

UNDERESTIMATES THE REQUIRED RETURNS FOR SECURITIES OR

PORTFOLIOS WITH BETAS LESS THAN 1.0 AND OVERESTIMATES

22012Ibbotson® SBB1® Valuation Yearbook.

3
See, for example, Fischer Black, Michael C. Jensen, and Myron Scholes, "The Capital Asset Pricing
Model: Some Empirical Tests," in Studies in the TheolJI ofCapital "Harkets, M. Jensen, ed. New York:
Praeger, 1972; Eugene Fama and James MacBeth, "Risk, Return, and Equilibrium: Empirical Tests,"
Journal of Political Economy 81 (1973), pp. 607-36; Robert Litzenberger and Krishna Ramasv,'amy,
"The Effect of Personal Taxes ancl Dividends on Capital Asset Prices: Theory and Empirical Evidence,"
Joumal of Financial Economics 7 (1979), pp. 163-95.; Rolf Banz, "The Relationship between Return
and Market Vallle of Common Stocks," Journal ofJ<inancial Economics (March 1981), pp. 3-18; and
Eugene Fama and Kenneth French, "The Cross-Section of Expected Returns," Journal ofFinance (June
]992), pp. 427-465.
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REQUIRED RETURNS FOR SECURITIES OR PORTFOLIOS WITH

BETAS GREATER THAN 1.0?

Yes. The CAPM conjectures that security returns Increase with increases In

security betas in line with the equation

where ERi is the expected return on security or portfolio i, R.r is the risk-free rate,

ERm - Rf is the expected risk premium on the market portfolio, and fJi is a measure

of the risk of investing in security or portfolio i. If the CAPM correctly predicts

the relationship between risk and return in the marketplace, then the realized

returns on portfolios of securities and the cOlTesponding portfolio betas should lie

on the solid straight line ""ith intercept Rf and slope [Rm - Rf ] shown below.

FIGURE 1
AVERAGE RETURNS COlVWARED TO BETA

FOR PORTFOLIOS FORMED ON PRIOR BETA

Average
Portfolio
Return Actual portfolio

returns

o

...~ .................

0.7

Average returns predicted by
CAPM

Beta

16

17

18

Financial scholars have found that the relationship between realized returns and

betas is inconsistent with the relationship posited by the CAPM. As described in
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Fama and French (1992) and Fama and French (2004), the actual relationship

betvveen portfolio betas and returns is shown by the dotted line in the figure

above. Although financial scholars disagree on the reasons why the return/beta

relationship looks more like the dotted line in the figure than the solid line, they

generally agree that the dotted line lies above the solid line for portfolios with

betas less than 1.0 and below the solid line for portfolios with betas greater than

1.0. Thus, in practice, scholars generally agree that the CAPM underestimates

portfolio returns for companies with betas less than 1.0, and overestimates

portfolio returns for portfolios with betas greater than 1.0.

DO YOU HAVE ADDITIONAL EVIDENCE THAT THE CAPM TENDS

TO UNDERESTIMATE THE COST OF EQUITY FOR UTILITIES WITH

AVERAGE BETAS LESS THAN 1.0?

Yes. As shown in Schedule 9, over the period 1937 to 2012, investors in the S&P

Utilities Stock Index have earned a risk premium over the yield on long-term

Treasury bonds equal to 5.21 percent, while investors in the S&P 500 have earned

a risk premium over the yield on long-term Treasury bonds equal to 5.67 percent.

According to the CAPM, investors in utility stocks should expect to earn a risk

premium over the yield on long-term Treasury securities equal to the average

utility beta times the expected risk premium on the S&P 500. Thus, the ratio of

the risk premium on the utility portfolio to the risk premium on the S&P 500

should equal the utility beta. However, the average utility beta at the time of my

studies is approximately 0.72, whereas the historical ratio of the utility risk

premium to the S&P 500 risk premium is 0.92 (5.21 ~ 5.67 = 0.92). In shOt1, the
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current 0.72 measured beta significantly underestimates the cost of equity for

utilities, providing further support for the conclusion that the CAPM

underestimates the cost of equity for utilities at this time.

WHAT CONCLUSIONS DO YOU DRAW FROM YOUR REVIEW OF

THE CAPM LITERATURE AND THE EVIDENCE THAT UTILITY

BETAS ARE SIGNIFICANTLY LESS THAN THE mSTORICAL RATIO

OF THE UTILITY RISK PREMIUM TO THE S&P 500 RISK PREMIUM?

1 conclude that the CAPM underestimates the cost of equity for companies with

betas significantly less than J.O and is less reliable the further the estimated beta is

from 1.0. J also conclude that stock market activity can greatly affect betas. The

significant volatility in the stock market in recent years has led to a steep drop in

utility betas. The drop in utility betas is impOliant because the further the beta is

from J.0, the less reliable are the results of applying the CAPM to low beta

companies such as utilities. Given that the average beta for my group of utilities is

0.72, I conclude that the cost of equity model results from applying the CAPM

should be given less weight for the purpose of estimating the cost of equity.

IX. FAIR RATE OF RETURN ON EQUITY

WHAT IS THE FAIR RATE OF RETURN ON EQUITY?

As discussed above, the fair rate of return on equity is a forward-looking return on

equity that provides the regulated company with an opportunity to earn a return

on its investment over the period in which rates are in effect that is commensurate

with returns that investors expect to earn on other investments of similar risk.
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Because the fair rate of return is a forward-looking retul11, the estimate of the fair

return requires consideration of investors' expectations for a reasonably long

period into the future.

BASED ON YOUR APPLICATION OF SEVERAL COST OF EQUITY

METHODS TO YOUR PROXY COMPANY GROUPS, WHAT IS YOUR

CONCLUSION REGARDING THE FAIR RATE OF RETURN ON

EQUITY FOR YOUR COMPARABLE COMPANIES?

Based on my application of several cost of equity methods, I conclude that the fair

rate of return on equity for my comparable companies is in the range 10.0 percent

to 11.3 percent, with an average equal to either 10.6 percent or 10.7 percent,

depending on whether the results of the CAPM studies are included in the average

(see Table 4). Recognizing the evidence that the CAPM underestimates the cost

of equity for companies with betas significantly less than 1.0, I conclude that the

fair rate of return on equity for my comparable companies is 10.7 percent.

TABLE 4
COST OF EQUITY MODEL RESULTS

METHOD MODEL RESULT
DCF-LDC 10.0%
DCF-Water 10.8%
Ex Ante Risk Premium 11.3%
Ex Post Risk Premium 10.8%

CAPM-Historical 10.2%
CAPM-DCF Based 10.6%

Average 10.6%
Average wlo CAPM 10.7%
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Yes. My analyses are based on the average market value capital structure of my

proxy companies, which has more than 60 percent equity. If Atmos Energy's

ratemaking, or book value capital structure, is used to set rates, the cost of equity

for Atmos Energy will necessarily be higher than the cost of equity for the proxy

group because the financial risk associated with Atmos Energy's book value

capital structure is significantly higher than the financial risk reflected in the cost

of equity estimate for my proxy companies.

WHAT FAIR RATE OF RETURN ON EQUITY DO YOU RECOl\!1MEND

FOR ATMOS ENERGY?

I recommend a fair rate of return on equity of 10.7 percent for Atmos Energy. My

recommendation is conservative in that it does not reflect the higher financial risk

implicit in Atmos Energy's rate making capital structure compared to the average

financial risk implicit in the average market value capital structure of the

comparable companies.

DOES TillS CONCLUDE YOUR TESTIMONY?

Yes, it does.
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION
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Exhibit JWIJ-1

ATMOS ENERGY
EXHIBIT_(JVW-1)

SCHEDULE 1
SUMMARY OF DISCOUNTED CASH FLOW ANALYSIS

FOR NATURAL GAS DISTRIBUTION COMPANIES

I/B/E/S MODEL
LINE COMPANY Do Po GROWTH RESULT

1 AGL Resources 1.88 40.483 3.80% 9.0%
2 Atmos Energy 1.40 36.508 5.93% 10.3%
3 Laclede Group 1.70 39.588 5.30% 10.2%
4 New Jersey Resources 1.60 41.120 4.00% 8.3%
5 NiSource Inc. 0.96 25.953 6.70% 11.0%
6 Northwest Nat. Gas 1.82 44.962 4.50% 9.0%
7 Piedmont Natural Gas 1.20 31,939 5.57% 9.9%
8 South Jersey Inds. 1.77 52.558 6.00% 9.7%
9 WGL Holdin!=ls Inc. 1.68 40.557 5.25% 9.8%
10 Market-weiqhted. Average 10.0%

Notes:

do
d1,d2,d3,d4

Po ::::

FC
g ::::

k ::::

Most recent quarterly dividend.
Next four quarterly dividends, calculated by multiplying the last four quarterly dividends per
Value Line and Yahoo Finance, by the factor (1 + g),
Average of the monthly high and low stock prices during the three months ending February
2013 per Thomson Reuters
Flotation costs expressed as a percent of gross proceeds,
Average of I/BfE/S and Value Line forecasts offuture earnings growth February 2013.
Cost of equity using the quarterly version of the DCF model shown by the formula below:

k ==
d

1
(1 + k)75

Po(1- Fe)
+ 9

SCHEDULE 1-1
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ATMOS ENERGY
EXH IBIT_(JVW-1 )

SCHEDULE 2
SUMMARY OF DISCOUNTED CASH FLOW ANALYSIS

FOR WATER UTILITIES

VALUE
L1I\IE EPS I/S/E/S AVE MODEL

LINE COMPANY Do Po GROWTH GROWTH GROWTH RESULT
1 Amer. States Water 1.42 49.452 5.50% 6.00% 5.75% 8.9%
2 Amer. Water Works 1.00 38.155 9.00% 8.50% 8.75% 11.8%
3 Aqua America 0.70 26.672 7.00% 7.30% 7.15% 10.1%
4 California Water 0.64 18.973 6.00% 5.00% 5.50% 9.3%
5 Conn. Water Services 0.97 29.923 7.50% 6.10% 6.80% 10.6%
6 Middlesex Water 0.75 19.345 7.00% 2.70% 4.85% 9.3%
7 SJWCorp. 0.73 26.213 8.00% 14.00% 11.00% 14.4%
8 AveraQe 10.6%
9 Market-weiQhted Averaqe 11.0%

10 Average Line 8 and 9 10.8%

Notes:

do
d1,d2,d3,d4

Po

FC
g
k

Most recent quarterly dividend.
Next four quarterly dividends, calculated by multiplying the last four quarterly dividends per
Value Line and Yahoo Finance by the factor (1 + g).

=: Average of the monthly high and low stock prices during the three months ending February
2013 from Thomson Reuters.
Flotation costs expressed as a percent of gross proceeds.
I/S/E/S forecast of future earnings growth February 2013.
Cost of equity using the quarterly version of the DCF model shown by the formula below:

k ""
Po(1- Fe)

+ g

SCHEDULE 2-1
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ATMOS ENERGY
EXHIBIT_(JVW-1)

SCHEDULE 3
COMPARISON OF DCF EXPECTED RETURN

ON AN EQUITY INVESTMENT IN NATURAL GAS DISTRIBUTION COMPANIES
TO THE INTEREST RATE ON A-RATED UTILITY BONDS

BOND RISK
LINE DATE DCF YIELD PREMIUM

1 Jun-98 0.1154 0.0703 0.0451

2 Jul-98 0.1186 0.0703 0.0483

3 AUCl-98 0.1234 0.0700 0.0534

4 Sep-98 0.1273 0.0693 0.0580

5 Oct-98 0.1260 0.0696 0.0564

6 Nov-98 0.1211 0.0703 0.0508

7 Dec-98 0.1185 0.0691 0.0494

8 Jan-99 0.1195 0.0697 0.0498

9 Feb-99 0.1243 0.0709 0.0534

10 Mar-99 0.1257 0.0726 0.0531

11 Apr-99 0.1260 0.0722 0.0538

12 MaV-99 0.1221 0.0747 0.0474

13 Jun-99 0.1208 0.0774 0.0434

14 Jul-99 0.1222 0.0771 0.0451

15 AUCl-99 0.1220 0.0791 0.0429

16 Sep-99 0.1226 0.0793 0.0433

17 Oct-99 0.1233 0.0806 0.0427

18 Nov-99 0.1240 0.0794 0.0446

19 Dec-99 0.1280 0.0814 0.0466

20 Jan-OO 0.1301 0.0835 0.0466

21 Feb-OO 0.1344 0.0825 0.0519

22 Mar-OO 0.1344 0.0828 0.0516

23 Apr-OO 0.1316 0.0829 0.0487

24 Mav-OO 0.1292 0.0870 0.0422

25 Jun-OO 0.1295 0.0836 0.0459

26 Jul-OO 0.1317 0.0825 0.0492

27 AUCl-OO 0.1290 0.0813 0,0477

28 Sep-OO 0.1257 0.0823 0,0434

29 Oct-OO 0.1260 0.0814 0,0446

30 Nov-OO 0,1251 0.0811 0,0440

31 Dec-OO 0,1239 0.0784 0,0455

32 Jan-01 0,1261 0.0780 0.0481

33 Feb-01 0,1261 0,0774 0,0487

34 Mar-01 0,1275 0,0768 0,0507

35 Apr-01 0,1227 0,0794 0.0433

36 Mav-01 0.1302 0.0799 00503

37 Jun-01 0,1304 0.0785 0,0519

38 Jul-01 0,1338 0,0778 0,0560

39 AUQ-01 0.1327 00759 0.0568

40 Sep-01 01268 0.0775 0.0493

41 Oct-01 0.1268 0.0763 0.0505

42 Nov-01 0.1268 0.0757 0.0511

43 Dec-01 0.1254 0.0783 0.0471

44 Jan-02 0.1236 0,0766 0.0470

45 Feb-02 0.1241 0.0754 0.0487

SCHEDULE 3-1



BOND RI8K
LINE DATE DCF YIELD PREMIUM

46 Mar-02 0,1189 0.0776 0.0413

47 Apr"02 0,1159 0.0757 0.0402

48 MaY-02 0,1162 0.0752 0.0410

49 Jun-02 0.1170 0.0741 0.0429

50 Jul-02 0,1242 0.0731 0.0511

51 AU~-02 0.1234 0,0717 0.0517

52 8ep-02 0.1260 0,0708 0.0552

53 Ocl~02 0,1250 0,0723 0.0527

54 Nov-02 0.1221 0.0714 0.0507

55 Dec-02 0.1216 0.0707 0.0509

56 Jan-03 0.1219 0.0706 0.0513

57 Feb-03 0.1232 0.0693 0.0539

58 Mar-03 0,1195 0,0679 0.0516

59 Apr"03 0,1162 0.0664 0.0498

60 May-03 0,1126 0,0636 0.0490

61 Jun-03 0,1114 0,0621 0.0493

62 Jul-03 01127 0,0657 0.0470

63 Aug-03 0,1139 0,0678 0.0461

64 8ep-03 0,1127 0.0656 0.0471

65 Ocl-03 0.1123 00643 0.0480

66 Nov-03 0.1089 0.0637 0.0452

67 Dec-03 0.1071 0.0627 0.0444

68 Jan-04 0.1059 0.0615 0.0444

69 Feb-04 0.1039 0.0615 0.0424

70 Mar-04 0.1037 0.0597 0,0440

71 Apr-04 0.1041 0.0635 0.0406

72 May-04 0.1045 0.0662 0.0383

73 Jun-04 0.1036 0.0646 0.0390

74 Jul-04 0.1011 0.0627 0.0384

75 Aug-04 0.1008 0.0614 0.0394

76 8ep-04 0.0976 0.0598 0.0378

77 Oct-04 0.0974 0.0594 0.0380

78 Nov-04 0.0962 0.0597 0.0365

79 Dec-04 0.0970 0.0592 0,0378

80 Jan~05 0.0990 0.0578 0.0412

81 Feb-OS 0.0979 0.0561 0,0418

82 Mar-OS 0.0979 0.0583 0,0396

83 Apr"05 0.0988 0.0564 0,0424

84 May-OS 0.0981 0.0553 0.0427

85 Jun-05 00976 0.0540 0.0436

86 Jul-05 0.0966 0.0551 0.0415

87 Aua-05 0,0969 0,0550 00419

88 SeD-OS 0,0980 0,0552 0,0428

89 Oct-05 0,0990 0,0579 0.0411

90 Nov-OS 0,1049 0,0588 0.0461

91 Dec-05 0,1045 0.0580 0.0465

92 Jan-06 0,0982 0,0575 0,0407

93 Feb-06 0,1124 0.0582 0.0542

94 Mar-DB 0.1127 0.0598 0.0529

95 Apr-06 0,1100 0.0629 0.0471

96 May-06 0,1056 0,0642 0.0414

97 Jun-06 0.1049 0,0640 0.0409

Exllibit JVW-1
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BOND RISK
LINE DATE DCF YIELD PREMIUM

98 Jul-06 0.1087 0.0637 0.0450

99 Aug-06 0.1041 0.0620 0.0421

100 Sep-06 0.1053 0.0600 0.0453

101 Oct-06 0.1030 0.0598 0.0432

102 Nov-06 0.1033 0.0580 0.0453

103 Dec-06 0.1035 0.0581 0.0454

104 Jan-07 0.1013 0.0596 0.0417

105 Feb-07 0.1018 0.0590 0.0428

106 Mar-07 0.1018 0.0585 0.0433

107 Apr-07 0.1007 0.0597 0.0410

108 MaY-07 0.0967 0.0599 0.0368

109 Jun-07 0.0970 0.0630 0.0340

110 Jul-07 0.1006 0.0625 0.0381

111 Auq-07 0.1021 0.0624 0.0397

112 Sep-07 0.1014 0.0618 0.0396

113 Oct-07 0.1080 0.0611 0.0469

114 Nov-07 0.1083 0.0597 0.0486

115 Dec-07 0.1084 0.0616 0.0468

116 Jan-08 0.1113 0.0602 0.0511

117 Feb-08 0.1139 0.0621 0.0518

118 Mar-08 0.1147 0.0621 0.0526

119 Apr-08 0.1167 0.0629 0.0538

120 Mav-08 0.1069 0.0627 0.0442

121 Jun-08 0.1062 0.0638 0.0424

122 Jul-08 0.1086 0.0640 0.0446

123 Auq-08 0.1123 0.0637 0.0486

124 SeD-08 0.1130 0.0649 0.0481

125 Oct-08 0.1213 0.0756 0.0457

126 Nov-08 0.1221 0.0760 0.0461

127 Dec-08 0.1162 0.0654 0.0508

128 Jan-09 0.1131 0.0639 0.0492

129 Feb-09 0.1155 0.0630 0.0524

130 Mar-09 0.1198 0.0642 0.0556

131 Apr-09 0.1146 0.0648 0.0498

132 MaY-09 0.1225 0.0649 0.0576

133 Jun-09 0.1208 0.0620 0.0588

134 Jul-09 0.1145 0.0597 0.0548

135 Auq-09 0.1109 0.0571 0.0538

136 Sep-09 0.1109 0.0553 0.0556

137 Oct-09 0.1146 0.0555 0.0592

138 Nov-09 0.1148 0,0564 0.0584

139 Dec-09 0.1123 0.0579 0.0544

140 Jan-10 0.1198 0.0577 0.0621

141 Feb-10 0.1167 00587 0,0580

142 Mar-1O 0.1074 0,0584 0,0490

143 Apr-10 0.0934 0,0582 0,0352

144 May-10 0.0970 0,0552 0,0418

145 Jun-1D 0.0953 0,0546 0,0407

146 Jul-10 0.1050 0,0526 0,0524

147 Au>/-10 0,1038 0,0501 0,0537

148 Sep-10 0,1034 0,0501 0,0533

149 Oct-10 0,1050 0,0510 0,0540

Exhibit J\fIN-1
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Exhibit JVW-1

BOND RISK
LINE DATE DCF YIELD PREMIUM

150 Nov-10 0.1041 0.0536 00505

151 Dec-10 0.1029 0.0557 00472

152 Jan-11 0.1019 0.0557 0.0462

153 Feb-11 0.1004 0.0568 0.0436

154 Mar-11 0.1014 0.0556 0.0458

155 Apr-11 0.1031 0.0555 0.0476

156 May-11 0.1018 0.0532 00486

157 Jun-11 0.1020 0.0526 0.0494

158 Jul-11 0.1035 0.0527 0.0508

159 AUQ-11 0.1179 0.0469 0.0710

160 8ep-11 0.1155 0.0448 00707

161 Oct-11 0.1150 0.0452 0.0698

162 Nov-11 0.1120 0.0425 0.0695

163 Dec-11 0.1092 0.0435 0.0657

164 Jan-12 0.1078 0.0434 0.0644

165 Feb-12 0.1081 0.0436 0.0645

166 Mar-12 0.1081 0.0448 0.0633

167 Apr-12 0.1131 0.0440 0.0691

168 May-12 0.1201 0.0420 0.0781

169 Jun-12 0.10'11 0.0408 0.0603

170 Jul-12 0.0977 0.0393 0.0584

171 Aug-12 0.1023 0.0400 0.0623

172 8ep-12 0.1038 0.0402 0.0636

173 Oct-12 0.1011 0.0391 00620

174 Nov-12 0.1032 0.0384 0.0648

175 Dec-12 0.1023 0.0400 0.0623

176 Jan-13 0.1013 0.0415 0.0598

177 Feb-13 0.0982 0.0418 0.0564

Notes: A-rated utility bond yield information from the Mergent Bond Record. DCF results are calculated using a
quarterly DCF model as follows:

Do =: Latest quarterly dividend per Value Line and Yahoo Finance.
Po =: Average of the monthly high and low stock prices for each month from Thomson Reuters.
FC =: Flotation costs expressed as a percent of gross proceeds.
g I/B/E/S forecast of future earnings growth for each month.
k =: Cost of equity using the quarterly version of the DCF model shown by the formula below:

SCHEDULE 3-4



Exhibit J\MI-1

ATMOS ENERGY
EXHIBIT_(JVW-1)

SCHEDULE 4
COMPARATlVE RETURNS ON S&P 500 STOCK INDEX

AND MOODY'S A-RATED BONDS 1937 - 2012

A-
S&P 500 STOCK RATED

LINE STOCK DIVIDEND STOCK BOND BOND RISK
NO. YEAR PRICE YIELD RETURN PRICE RETURN PREIVIIUM

1 2012 1,300.58 0.0214 $94.36
2 2011 1,282.62 0.0185 3.25% $77.36 27.14% -23.89%
3 2010 1,123.58 0.0203 16.18% $75.02 8.44% 7.74%
4 2009 865.58 0.0310 32.91% $68.43 15.48% 17.43%
5 2008 1,378.76 0.0206 -35.16% $72.25 0.24% -35.40%
6 2007 1,424.16 0.0181 -1.38% $72.91 4.59% -5.97%
7 2006 1,278.72 0.0183 13.20% $75.25 2.20% 11.01%
8 2005 1,181.41 0.0177 10.01 % $74.91 5.80% 4.21%
9 2004 1,132.52 0.0162 5.94% $70.87 11.34% -5.40%

10 2003 895.84 0.0180 28.22% $62.26 20.27% 7.95%
11 2002 1,140.21 0.0138 -20.05% $57.44 15.35% -35.40%
12 2001 1,335.63 0.0116 -13.47% $56.40 8.93% -22.40%
13 2000 1,425.59 0.0118 -5.13% $52.60 14.82% -19.95%
14 1999 1,248.77 0.0130 15.46% $63.03 -10.20% 25.66%
15 1998 963.35 0.0162 31.25% $62.43 7.38% 23.87%
16 1997 766.22 0.0195 27.68% $56.62 17.32% 10.36%
17 1996 614.42 0.0231 27.02% $60.91 -0.48% 27.49%
18 1995 465.25 0.0287 34.93% $50.22 29.26% 5.68%
19 1994 472.99 0.0269 1.05% $60.01 -9.65% 10.71%
20 1993 435.23 0.0288 11.56% $53.13 20.48% -8.93%
21 1992 416.08 0.0290 7.50% $49.56 15.27% -7.77%
22 1991 325.49 0.0382 31.65% $44.84 19.44% 12.21%
23 1990 339.97 0.0341 -0.85% $45.60 7.11% -7.96%
24 1989 285.41 0.0364 22.76% $43.06 15.18% 7.58%
25 1988 250.48 0.0366 17.61% $40.10 17.36% 0.25%
26 1987 264.51 0.0317 -2.13% $48.92 -9.84% 7.71%
27 1986 208.19 0.0390 30.95% $39.98 32.36% -1.41%
28 1985 171.61 0.0451 25.83% $32.57 35.05% -9.22%
29 1984 166.39 0.0427 7.41% $31.49 16.12% -8.72%
30 1983 144.27 0.0479 20.12% $29.41 20.65% -0.53%
31 1982 117.28 0.0595 28.96% $24.48 36.48% -7.51%
32 1981 132.97 0.0480 -7.00% $29.37 -3.01% -3.99%
33 1980 110.87 0.0541 25.34% $34.69 -3.81% 29.16%
34 1979 99.71 0.0533 16.52% $43.91 -11.89% 28.41%
35 1978 90.25 0.0532 15.80% $49.09 -2.40% 18.20%
36 1977 103.80 0.0399 -9.06% $50.95 4.20% -13.27%
37 1976 96.86 0.0380 10.96% $43.91 25.13% -14.17%
38 1975 72.56 0.0507 38.56% $41.76 14.75% 23.81 %
39 1974 96.11 0.0364 -20.86% $52.54 -12.91% -7.96%

SCHEDULE 4-1
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A-
S&P 500 STOCK RATED

LINE STOCK DIVIDEND STOCK BOND BOND RISK
I\JO. YEAR PRICE YIELD RETURN PRICE RETURN PREMIUM

40 1973 118.40 0.0269 -16.14% $58.51 -3.37% -12.77%
41 1972 103.30 0.0296 17.58% $56.47 10.69% 6.89%
42 1971 93.49 0.0332 13.81% $53.93 12.13% 1.69%
43 1970 90.31 0.0356 7.08% $50.46 14.81% -7.73%
44 1969 102.00 0.0306 -8.40% $62.43 -12.76% 4.36%
45 1968 95.04 0.0313 10.45% $66.97 -0.81 % 11.26%
46 1967 84.45 0.0351 16.05% $78.69 -9.81 % 25.86%
47 1966 93.32 0.0302 -6.48% $86.57 -4.48% -2.00%
48 1965 86.12 0.0299 11.35% $91.40 -0.91 % 12.26%
49 1964 76.45 0.0305 15.70% $92.01 3.68% 12.02%
50 1963 65.06 0.0331 20.82% $93.56 2.61% 18.20%
51 1962 69.07 0.0297 -2.84% $89.60 8.89% -11.73%
52 1961 59.72 0.0328 18.94% $89.74 4.29% 14.64%
53 1960 58.03 0.0327 6.18% $84.36 11.13% -4.95%
54 1959 55.62 0.0324 7.57% $91.55 -3.49% 11.06%
55 1958 41.12 0.0448 39.74% $101.22 -5.60% 45.35%
56 1957 45.43 0.0431 -5.18% $100.70 4.49% -9.67%
57 1956 44.15 0.0424 7.14% $113.00 -7.35% 14.49%
58 1955 35.60 0.0438 28.40% $116.77 0.20% 28.20%
59 1954 25.46 0.0569 45.52% $112.79 7.07% 38.45%
60 1953 26.18 0.0545 2.70% $114.24 2.24% 0.46%
61 1952 24.19 0.0582 14.05% $113.41 4.26% 9.79%
62 1951 21.21 0.0634 20.39% $123.44 -4.89% 25.28%
63 1950 16.88 0.0665 32.30% $125.08 1.89% 30.41%
64 1949 15.36 0.0620 16.10% $119.82 7.72% 8.37%
65 1948 14.83 0.0571 9.28% $118.50 4.49% 4.79%
66 1947 15.21 0.0449 1.99% $126.02 -2.79% 4.79%
67 1946 18.02 0.0356 -12.03% $126.74 2.59% -14.63%
68 1945 13.49 0.0460 38.18% $119.82 9.11% 29.07%
69 1944 11.85 0.0495 18.79% $119.82 3.34% 15.45%
70 1943 10.09 0.0554 22.98% $118.50 4.49% 18.49%
71 1942 8.93 0.0788 20.87% $117.63 4.14% 16.73%
72 1941 10.55 0.0638 -8.98% $116.34 4.55% -13.52%
73 1940 12.30 0.0458 -9.65% $112.39 7.08% -16.73%
74 1939 12.50 0.0349 1.89% $105.75 10.05% -8.16%
75 1938 11.31 0.0784 18.36% $99.83 9.94% 8.42%
76 1937 17.59 0.0434 -31.36% $103.18 0.63% -31.99%
77 Average 11.0% 6.7% 4.3%

Note: See Appendix 5 for an explanation of how stock and bond returns are derived and the source of
the data presented.
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ATMOS ENERGY
EXHIBIT_(JVW-1 )

SCHEDULE 5
COMPARATIVE RETURNS ON S&P UTILITY STOCK INDEX

AND MOODY'S A-RATED BONDS 1937 - 2012

S&P A-
UTILITY STOCK RATED

LINE STOCK DIVIDEND STOCK BOND BOND RISK
NO. YEAR PRICE YIELD RETURN PRICE RETURN PREMIUM

1 2012 $94.36
2 2011 19.99% $77.36 27.14% -7.15%
3 2010 7.04% $75.02 8.44% -1.40%
4 2009 10.71% $68.43 15.48% -4.77%
5 2008 -25.90% $72.25 0.24% -26.14%
6 2007 16.56% $72.91 4.59% 11.96%
7 2006 20.76% $75.25 2.20% 18.56%
8 2005 16.05% $74.91 5.80% 10.25%
9 2004 22.84% $70.87 11.34% 11.50%

10 2003 23.48% $62.26 20.27% 3.21%
11 2002 -14.73% $57.44 15.35% -30.08%
11 2001 307.70 0,0287 -17.90% $56.40 8.93% -26.83%
12 2000 239.17 0.0413 32.78% $52.60 14.82% 17.96%
13 1999 253.52 0,0394 -1.72% $63.03 -10.20% 8.48%
14 1998 228.61 0.0457 15.47% $62.43 7.38% 8.09%
15 1997 201.14 0.0492 18.58% $56.62 17.32% 1.26%
16 1996 202.57 0.0454 3.83% $60.91 -0.48% 4.31%
17 1995 153.87 0.0584 37.49% $50.22 29.26% 8.23%
18 1994 168.70 0.0496 -3.83% $60.01 -9.65% 5.82%
19 1993 159.79 0.0537 10.95% $53.13 20.48% -9.54%
20 1992 149.70 0.0572 12.46% $49.56 15.27% -2.81%
21 1991 138.38 0.0607 14.25% $44.84 19.44% -5.19%
22 1990 146.04 0.0558 0.33% $45.60 7.11% -6.78%
23 1989 114.37 0.0699 34.68% $43.06 15.18% 19.51%
24 1988 106.13 0.0704 14.80% $40.10 17.36% -2.55%
25 1987 120.09 0.0588 -5,74% $48.92 -9.84% 4.10%
26 1986 92.06 0.0742 37.87% $39.98 32.36% 5.51%
27 1985 75.83 0.0860 30.00% $32.57 35.05% -5.04%
28 1984 68.50 0.0925 19.95% $31.49 16.12% 3.83%
29 1983 61.89 0.0948 20.16% $29.41 20.65% -0.49%
30 1982 51.81 0.1074 30.20% $24.48 36.48% -6.28%
31 1981 52.01 0.0978 9.40% $29.37 -3.01% 12.41%
32 1980 50.26 0.0953 13.01% $34,69 -3.81 % 16.83%
33 1979 50.33 0.0893 8.79% $43.91 -11.89% 20.68%
34 1978 52.40 0.0791 3.96% $49.09 -2.40% 6,36%
35 1977 54.01 0.0714 4.16% $50.95 4.20% -0,04%
36 1976 46.99 0.0776 22.70% $43.91 25.13% -2.43%
37 1975 38.19 0.0920 32.24% $41.76 14.75% 17.49%
38 1974 48.60 0.0713 -14.29% $52.54 -12,91% -1.38%
39 1973 60.01 0.0556 -13.45% $58.51 -3.37% -10.08%
40 1972 60.19 0.0542 5.12% $56.47 10.69% -5.57%
41 1971 63.43 0.0504 -0.07% $53.93 12.13% -12.19%
42 1970 55.72 0.0561 19.45% $50.46 14.81 % 4.64%
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S&P A-
UTILITY STOCK RATED

LINE STOCK DIVIDEND STOCK BOND BOND RISK
NO. YEAR PRICE YIELD RETURN PRICE RETURN PREMIUM

43 1969 68.65 0.0445 -14.38% $62.43 -12.76% -1.62%

44 1968 68.02 0.0435 5.28% $66.97 -0.81 % 6.08%
45 1967 70.63 0.0392 0.22% $78.69 -9.81% 10.03%
46 1966 74.50 0.0347 -1.72% $86.57 -4.48% 2.76%
47 1965 75.87 0.0315 1.34% $91.40 -0.91% 2.25%
48 1964 67.26 0.0331 16.11% $92.01 3.68% 12.43%
49 1963 63.35 0.0330 9.47% $93.56 2.61% 6.86%
50 1962 62.69 0.0320 4.25% $89.60 8.89% -4.64%
51 1961 52.73 0.0358 22.47% $89.74 4.29% 18.18%
52 1960 44.50 0.0403 22.52% $84.36 11.13% 11.39%
53 1959 43.96 0.0377 5.00% $91.55 -3.49% 8.49%
54 1958 33.30 0.0487 36.88% $101.22 -5.60% 42.48%
55 1957 32.32 0.0487 7.90% $100.70 4.49% 3.41%
56 1956 31.55 0.0472 7.16% $113.00 -7.35% 14.51%
57 1955 29.89 0.0461 10.16% $116.77 0.20% 9.97%
58 1954 25.51 0.0520 22.37% $112.79 7.07% 15.30%
59 1953 24.41 0.0511 9.62% $114.24 2.24% 7.38%
60 1952 22.22 0.0550 15.36% $113.41 4.26% 11.10%
61 1951 20.01 0.0606 17.10% $123.44 -4.89% 21.99%
62 1950 20.20 0.0554 4.60% $125.08 1.89% 2.71%
63 1949 16.54 0.0570 27.83% $119.82 7.72% 20.10%
64 1948 16.53 0.0535 5.41% $118.50 4.49% 0.92%
65 1947 19.21 0.0354 -10.41% $126.02 -2.79% -7.62%
66 1946 21.34 0.0298 -7.00% $126.74 2.59% -9.59%

67 1945 13.91 0.0448 57.89% $119.82 9.11% 48.79%

68 1944 12.10 0.0569 20.65% $119.82 3.34% 17.31%
69 1943 9.22 0.0621 37.45% $118.50 4.49% 32.96%
70 1942 8.54 0.0940 17.36% $117.63 4.14% 13.22%
71 1941 1325 0.0717 -28.38% $116.34 4.55% -32.92%
72 1940 16.97 0.0540 -16.52% $112.39 7.08% -23.60%
73 1939 16.05 0.0553 11.26% $105.75 10.05% 1.21%
74 1938 14.30 0.0730 19.54% $99.83 9.94% 9.59%
75 1937 24.34 0.0432 -36.93% $103.18 0.63% -37.55%
76 Average 10.6% 6.7% 3.8%

See Appendix 5 for an explanation of how stock and bond returns are derived and the source of the data
presented. Standard & Poor's discontinued its S&P Utilities Index in December 2001 and replaced its utilities
stock index with separate indices for electric and natural gas utilities. In this stUdy, the stock returns beginning in
2002 are based on the total returns for the EEl Index of U.S. shareholder-owned electric utilities, as reported by
EEl on its website.
http://www.eei. arg/whatwed olDataAnalysisll ndusFinanAnalysis/Pages/OtrlyF inanciaIUpdates. aspx
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SCHEDULE 6
USING THE ARITHMETIC MEAN TO ESTIMATE

THE COST OF EQUITY CAPITAL

Consider an investment that in a given year generates a return of 30 percent with probability
equal to .5 and a return of -10 percent with a probability equal to .5. For each one dollar
invested, the possible outcomes of this investment at the end of year one are:

Ending Wealth Probability
$1.30 0.50
$0.90 0.50

At the end of year two, the possible outcomes are:

Ending Wealth Probability
(1.30) (1.30) = $1.69 0.25

(1.30) (.9) = $1.17 0.50
(.9) (.9) = $0.81 0.25

Expected Wealth =

Value x Probability
0.4225
0.5850
0.2025
$1.21

The expected value of this investment at the end of year two is $1.21. In a competitive
capital market, the cost of equity is equal to the expected rate of return on an investment. In
the above example, the cost of equity is that rate of return which will make the initial
investment of one dollar grow to the expected value of $1.21 at the end of two years. Thus,
the cost of equity is the solution to the equation:

1(1+k)2 =1.21 or

k =(1.21/1)5_1 =10%.

The arithmetic mean of this investment is:

(30%) (.5) + (-10%) (.5) = 10%.

Thus, the arithmetic mean is equal to the cost of equity capital.

The geometric mean of this investment is:

[(1.3) (.9)1'5 - 1 = .082 = 8.2%.

Thus, the geometric mean is not equal to the cost of equity capital.

The lesson is obvious: for an investment with an uncertain outcome, the arithmetic mean is
the best measure of the cost of equity capital.

SCHEDULE 6-1



Exhibit JVV\I-1

ATMOS ENERGY
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SCHEDULE 7
CALCULATION OF CAPITAL ASSET PRICING MODEL COST OF EQUITY

USING THE IBBOTSON® SBBI® 6.6 PERCENT RISK PREMIUM

LINE

1 Risk-free Rate 5.25% Long-term Treasury bond yield forecast

2 Beta 0.72 Average beta natural gas companies

3 Risk Premium 6.62% Long-horizon SBBI® risk premium

4 Beta x Risk Premium 4.8%

5 Flotation 0.22%

6 CAPM cost of equity 10.2%

Ibbotson SBBI® risk premium from Ibbotson® SBBI® Stocks, Bonds, Bills, and Inflation® Valuation Yearbook;
Value Line beta for comparable companies from Value Line Investment Analyzer. Treasury bond yield forecast
from data in Value Line Selection & Opinion, Feb. 22, 2013, and Energy Information Administration, January
2013, determined as follows. Value Line forecasts a yield on 1a-year Treasury notes equal to 4.2 percent. The
current spread between the average February 2013 yield on 1O-year Treasury notes (1.98 percent) and 20-year
Treasury bonds (2.78 percent) is eighty basis points. Adding eighty basis points to Value Line's 4.2 percent
forecasted yield on 10-year Treasury notes prod uces a forecasted yield of 5.0 percent for 20-year Treasury
bonds (see Value Line Investment Survey, Selection & Opinion, Feb. 22, 2013). EIA forecasts a yield of
4.7 percent on 10-year Treasury notes. Adding the eighty basis point spread between 10-year Treasury notes
and 20-year Treasury bonds to the EIA forecast of 4.7 percent for 10-year Treasury notes produces an EIA
forecast for 20-year Treasury bonds equal to 5.5 percent. The average of the forecasts is 5.25 percent
(5.0 percent using Value Line data and 5.5 percent using EIA data).
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COMPARABLE COMPANY BETAS

VALUE
LINE MARKET

LINE COMPANY BETA CAP $ (MIL)
1 AGL Resources 0.75 4,736
2 Atmos Enerqy 0.70 3,518
3 Laclede Group 0.55 928
4 New Jersey Resources 0.65 1,885
5 NiSource Inc. 0.80 8,691
6 Northwest Nat. Gas 0.60 1,229
7 Piedmont Natural Gas 0.65 2,465
8 South Jersey Inds. 0.65 1,763
9 WGL Holdings Inc. 0.65 2,185
10 Market-weiqhted Average 0.72

Data from Value Line February 2013.

Exhibit JVW-1
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SCHEDULE 8
CALCULATION OF CAPITAL ASSET PRICING MODEL COST OF EQUITY

USING DCF ESTIMATE OF THE EXPECTED RATE OF RETURN
ON THE MARKET PORTFOLIO

LINE
NO. FACTOR VALUE DESCRIPTION

1 Risk-free Rate 5.25% LonQ-term Treasury bond yield forecast

2 Beta 0.72 Average beta natural qas companies

3 DCF S&P 500 12.4% DCF Cost of Equity S&P 500 (see following)

4 Risk Premium 7.2%

5 Beta * Risk Premium 5.18%

6 Flotation cost 0.22%

7 Cost of Equity 10.6%

Value Line beta for comparable companies from Value Line Investment Analyzer. Treasury bond yield forecast from
data in Value Line Selection & Opinion, Feb. 22, 2013, and Energy Information Administration, January 2013,
determined as follows. Value Line forecasts a yield on 10-year Treasury notes equal to 4.2 percent. The current
spread between the average February 2013 yield on 1a-year Treasury notes (1.98 percent) and 20-year Treasury
bonds (2.78 percent) is eighty basis points. Adding eighty basis points to Value Line's 4.2 percent forecasted yield on
10-year Treasury notes produces a forecasted yield of 5.0 percent for 20-year Treasury bonds (see Value Line
Investment Survey, Selection & Opinion, Feb. 22, 2013). EIA forecasts a yield of 4.7 percent on 1a-year Treasury
notes. Adding the eighty basis point spread between 10-year Treasury notes and 20-year Treasury bonds to the EIA
forecast of 4.7 percent for 10-year Treasury notes produces an EIA forecast for 20-year Treasury bonds equal to
5.5 percent. The average of the forecasts is 5.25 percent (5.0 percent using Value Line data and 5.5 percent using
EIA data).
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EXHIBIT_(JVWw1)

SCHEDULE 8 (CONTINUED)
CALCULATION OF CAPITAL ASSET PRICING MODEL COST OF EQUITY

USING DCF ESTIMATE OF THE EXPECTED RATE OF RETURN
ON THE MARKET PORTFOUO

SUMMARY OF DISCOUNTED CASH FLOW ANALYSIS FOR S&P 500 COMPANIES

MODEL
LINE COMPANY Po Do GROWTH RESULT

1 3M 97.46 2.54 9.83% 12.7%

2 ABBOTT LABORATORIES 32.81 0.56 11.73% 13.6%

3 ACCENTURE CLASS A 70.78 1.62 11.22% 13.8%

4 ADT 46.55 0.50 11.10% 12.3%

5 AIR PRDS.& CHEMS. 85.96 2.56 8.94% 122%

6 AIRGAS 93.40 1.60 12.48% 14.4%

7 ALLERGAN 99.76 020 12.89% 13.1%

8 ALLSTATE 42.92 100 8.25% 10.8%

9 ALTERA 33.96 0.40 12.00% 13.3%

10 AMERICAN EXPRESS 59.39 080 10.94% 12.4%

11 AMERISOURCEBERGEN 44.76 0.84 12.00% 14.1%

12 AMGEN 87.14 1.88 9.93% 12.3%

13 ASSURANT 37.27 0.84 9.67% 12.2%

14 AT&T 34.55 1.80 5.50% 11.1%

15 AUTOMATIC DATA PROC. 58.99 1.74 9.20% 12.5%

16 AVERY DENNISON 37.08 1.08 10.13% 13.4%

17 BAKER HUGHES 43.76 0.60 9.64% 11.2%

18 BALL 44.89 0.52 10.30% 11.6%

19 BAXTER INTL. 67.05 1.80 8.78% 117%

20 BEAM 60.50 0.90 11.73% 13.4%

21 BOEING 75.39 194 10.67% 13.5%

22 BOSTON PROPERTIES 105.74 2.60 9.47% 12.2%

23 CARDINAL HEALTH 43.27 1.10 10.50% 13.3%

24 CBS'B' 40.10 0.48 12.02% 13.4%

25 CH ROBINSON VVVVD. 62.84 1.40 12.19% 14.7%

26 CINTAS 42.41 0.64 10.30% 12.0%

27 CISCO SYSTEMS 20.48 0.56 8.40% 11.4%

28 CITIGROUP 40.55 0.04 12.44% 12.6%

29 CLOROX 77.54 2.56 8.00% 11.6%

30 COCA COLA 37.26 1.12 8.95% 12.3%

31 COCA COLA ENTS. 33.54 0.80 10.27% 12.9%

32 COLGATE-PALM. 108.58 2.48 9.70% 12.2%

33 CONAGRA FOODS 31.64 1.00 8.80% 12.3%

34 COSTCO WHOLESALE 101.50 1.10 13.04% 14.3%

35 CUMMINS 111.18 2.00 9.67% 11.7%

36 DANAHER 58.18 0.10 12.87% 13.1%

37 DARDEN RESTAURANTS 46.78 2.00 6.60% 11.2%

38 DEERE 88.92 2.04 10.00% 12.5%

39 DELL 11.98 0.32 8.43% 11.4%

40 DENTSPLY INTL. 40.97 0.25 10.83% 11.5%

41 DISCOVER FINANCIAL SVS. 39.19 0.56 10.67% 12.3%

42 DOW CHEMICAL 32.10 1.28 6.62% 10.9%

43 EMERSON ELECTRIC 54.83 1.64 9.13% 12.4%
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MODEL
LINE COMPANY Po Do GROWTH RESULT

44 EQU IFAX 55.70 0.88 12.89% 14.7%

45 EXPEDIA 62.83 0.52 13.46% 14.4%

46 FAMILY DOLLAR STORES 61.00 0.84 12.86% 14.4%

47 FEDEX 98.15 0.56 12.76% 13A%

48 FIDELITY NAT.INFO.SVS. 36.21 0.88 11.88% 14.6%

49 FLUOR 60.77 0.64 10.80% 12.0%

50 FMC 58.78 0.54 11.12% 12.1%

51 FORD MOTOR 12.75 OAO 10.53% 14.0%

52 GAP 32.31 0.60 9.37% 11.4%

53 GARMIN 39.30 1.80 6.62% 11.6%

54 GENERAL MILLS 42.08 1.32 7.93% 11A%

55 HASBRO 37.79 1.60 6.88% 11.5%

56 HONEYWELL INTL. 66.33 1.64 10.42% 13.2%

57 HUMANA 70.69 1.04 10.50% 12.1%

58 ILLINOIS TOOL WORKS 62.16 1.52 8.43% 11.1%

59 INGERSOLL-RAND 50.19 0.84 10.93% 12.8%

60 INTERNATIONAL BUS.MCHS. 197.54 3.40 9.86% 11.8%

61 INTERPUBLIC GP. 11.72 0.30 8.44% 11.2%

62 INTUIT 61.83 0.68 13.43% 14.7%

63 J M SMUCKER 89.16 2.08 8.43% 11.0%

64 JOHNSON CONTROLS 30.53 0.76 11.57% 14.4%

65 JOY GLOBAL 62.94 0.70 12.67% 13.9%

66 KROGER 27.16 0.60 9.80% 12.2%

67 LIMITED BRANDS 46.84 1.20 11.17% 14.0%

68 LINEAR TECH. 35.81 1.04 9.48% 12.7%

69 LOCKHEED MARTIN 90.11 4.60 7.90% 13.5%

70 LYONDELLBASELlINDS.CL.A 57.74 1.60 9.54% 12.6%

71 M&TBANK 101.43 2.80 8.10% 11.1%

72 MARATHON PETROLEUM 69.20 1.40 8.90% 11.1%

73 MARSH & MCLENNAN 35.22 0.92 11.68% 14.6%

74 MATTEL 37.58 1.44 10.03% 14.3%

75 MCDONALDS 91.94 3.08 889% 12.6%

76 MEAD JOHNSON NUTRITION 71.82 1.36 10.80% 129%

77 MICROSOFT 27.30 0.92 8.38% 12.1%

78 MONSANTO 97.32 150 11.08% 12.8%

79 MURPHY OIL 60.39 1.25 12.30% 14.6%

80 NABORS INDS. 15.58 0.16 10.93% 12.1%

81 NASDAQ OMX GROUP 27.37 0.52 10.25% 12.4%

82 NIKE'B' 52.97 0.84 10.37% 12.1%

83 NOBLE ENERGY 105.56 1.00 12.23% 13.3%

84 NORDSTROM 5390 1.20 11.39% 13.9%

85 NORFOLK SOUTHERN 66.35 2.00 10.45% 13.8%

86 NUCOR 44.78 1.47 7.88% 11.5%

87 NVIDIA 12.42 0.30 10.60% 13.3%

88 OMNICOM GP. 52.77 1.60 9.03% 12.4%

89 ORACLE 34.31 0.24 11.97% 12.8%

90 PATTERSON COMPANIES 35.24 0.56 12.00% 13.8%

91 PERKINELMER 33.08 0.28 11.95% 12.9%

92 PERRIGO 106.81 0.36 11.72% 12.1%

93 PRAXAIR 110.38 2.40 12.07% 14.5%

94 PREC.CASTPARTS 186.40 0.12 14.40% 14.5%

95 PRINCIPAL FINL.GP. 29.69 0.92 11.07% 14.6%

96 PROCTER & GAMBLE 72.39 2.25 7.93% 11.3%
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MODEL
LINE COMPANY Po Dn GROwrH RESULT

97 QUEST DIAGNOSTICS 58.51 1.20 10.82% 13.1%

98 RALPH LAUREN CL.A 160.63 1.60 13.13% 14.3%

99 REYNOLDS AMERICAN 43.28 2.36 7.30% 13.3%

100 ROCKWELL AUTOMATION 86.10 1.88 10.62% 13.1%

101 ROCKWELL COLLINS 58.89 1.20 9.65% 11.9%

102 ROSS STORES 57.05 0.68 12.80% 14.2%

103 SEALED AIR 18.80 0.52 9.77% 12.8%

104 ST.JUDE MEDICAL 38.58 1.00 9.41% 12.3%

105 STRYKER 59.32 1.06 8.85% 10.8%

106 TARGET 61.05 1.44 11.53% 14.2%

107 TE CONNECTIVITY 38.30 0.84 10.14% 12.6%

108 TESORO 46.43 0.80 12.79% 14.7%

109 THE HERSHEY COMPANY 76.71 1.68 9.40% 11.8%

110 THERMO FISHER SCIENTIFIC 68.71 0.60 11.42% 12.4%

111 TIFFANY & CO 61.37 1.28 10.15% 12.5%

112 TJX COS. 43.80 0.46 12.03% 13.2%

113 TOTAL SYSTEM SERVICES 22.43 0.40 1032% 12.3%

114 TRAVELERS COS. 76.09 1.84 10.05% 12.7%

115 UNITED PARCEL SER.'B' 78.30 2.48 990% 13.4%

116 UNITEDHEALTH GP. 54.65 0.85 10.94% 12.7%

117 US BANCORP 32.90 0.78 969% 12.3%

118 VF 152.90 3.48 11.67% 14.2%

119 VALERO ENERGY 39.21 0.80 1016% 12.4%

120 VERIZON COMMUNICATIONS 44.12 2.06 6.33% 11.4%

121 WAL MART STORES 69.72 1.88 8.88% 11.8%

122 WALT DISNEY 52.34 0.75 11.24% 12.8%

123 WELLS FARGO & CO 34.66 1.00 9.33% 12.5%

124 WYNN RESORTS 117.73 4.00 10.90% 14.7%

125 XILINX 36.55 0.88 8.53% 11.2%

126 YUMI BRANDS 65.20 1.34 11.70% 14.0%

127 Market-weiqhted Averaqe 12.4%

Notes: In applying the DCF model to the S&P 500, I included in the DCF analysis only those companies in the S&P 500 group which
pay a dividend, have a positive growth rate, and have at least three analysts' long-term growth estimates. To be conservative, I also
eliminated those 25% of companies with the highest and lowest DCF results.

g
k

Current dividend per Thomson Reuters.
Average of the monthly high and low stock prices during the three months ending February 2013 per
Thomson Reuters.
IfBIEfS forecast of future earnings growth February 2013.
Cost of equity using the quarterly version of the DCF model shown below:
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SCHEDULE 9
COMPARISON OF RISK PREMIA ON

S&P500 AND S&P UTILITIES 1937 - 2012

Exhibit JWV-1

S&P
UTILITIES SP500 10-YR. UTILITIES MARKET

STOCK STOCK TREASURY RISK RISK
YEAR RETURN RETURN BOND YIELD PREMIUM PREMIUM

2011 0.1999 0.0325 0.0278 0.1721 0.0047
20'10 0.0704 0.1618 0.0322 0.0382 0.1296
2009 0.1071 0.3291 0.0326 0.0745 0.2965
2008 -0.2590 -0.3519 0.0367 -0.2957 -0.3886
2007 0.1656 -0.0127 0.0463 0.1193 -0.0590
2006 0.2076 0.1320 0.0479 0.1597 0.0841
2005 0.1605 0.1001 0.0429 0.1176 0.0572
2004 0.2284 0.0594 0.0427 0.1857 0.0167
2003 0.2348 0.2822 0.0401 0.1947 0.2421
2002 -0.1473 -0.2005 0.0461 -0.1934 -0.2466
2001 -0.1790 -0.1347 0.0502 -0.2292 -0.1849
2000 0.3278 -0.0513 0.0603 0.2675 -0.1116

1999 -0.0172 0.1546 0.0564 -0.0736 0.0982
1998 0.1547 0.3125 0.0526 0.1021 0.2599
1997 0.1858 0.2768 0.0635 0.1223 0.2133
1996 0.0383 0.2702 0.0644 -0.0261 0.2058
1995 0.3749 0.3493 0.0658 0.3091 0.2835
1994 -0.0383 0.0105 0.0708 -0.1091 -0.0603
1993 0.1095 0.1156 0.0587 0.0508 0.0569
1992 0.1246 0.0750 0.0701 0.0545 0.0049
1991 0.1425 0.3165 0.0786 0.0639 0.2379
1990 0.0033 -0.0085 0.0855 -0.0822 -0.0940

1989 0.3468 0.2276 0.0850 0.2618 0,1426
1988 0.1480 0.1761 0.0884 0.0596 0.0877
1987 -0.0574 -0.0213 0.0838 -0.1412 -0.1051
1986 0.3787 0.3095 0.0768 0.3019 0.2327
1985 0.3000 0.2583 0.1062 0.1938 0.1521
1984 0.1995 0.0741 0.1244 0.0751 -0.0503

1983 0.2016 0.2012 0.1110 0.0906 0.0902
1982 0.3020 0.2896 0.1300 0.1720 0.1596

1981 0.0940 -0.0700 0.1391 -0.0451 -0.2091
1980 0.1301 0.2534 0.1146 0.0155 0.1388
1979 0.0879 0.1652 0.0944 -0.0065 0.0708
1978 0.0396 0.1580 0.0841 -0,0445 0.0739
1977 0.0416 -0.0906 0.0742 -0.0326 -0.1648

1976 0.2270 0.1096 0.0761 0.1509 0.0335
1975 0.3224 0.3856 0.0799 0.2425 0.3057
1974 -0.1429 -0.2086 0.0756 -0.2185 -0.2842
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S&P
UTILITIES SP500 10-YR. UTILITIES MARKET

STOCK STOCK TREASURY RISK RISK
YEAR RETURN RETURN BOND YIELD PREMIUM PREMIUM

1973 -0.1345 -0,1614 0.0684 -0.2029 -0.2298
1972 0.0512 0.1758 0.0621 -0.0109 0.1137
1971 -0.0007 0,1381 0.0616 -0.0623 0.0765
1970 0.1945 0,0708 0.0735 0.1210 -0,0027
1969 -0.1438 -0,0840 0.0667 -0.2105 -0.1507
1968 0.0528 0,1045 0.0565 -0.0037 0.0480
1967 0.0022 0.1605 0.0507 -0.0485 0.1098
1966 -0.0172 -0.0648 0.0492 -0.0664 -0.1140
1965 0.0134 0.1135 0.0428 -0.0294 0.0707
1964 0.1611 0.1570 0.0419 0.1192 0.1151
1963 0.0947 0.2082 0.0400 0.0547 0.1682
1962 0.0425 -0.0284 0.0395 0.0030 -0.0679
1961 0.2247 0.1894 0.0388 0.1859 0.1506
1960 0.2252 0.0618 0.0412 0.1840 0.0206
1959 0.0500 0.0757 0.0433 0.0067 0.0324
1958 0.3688 0.3974 0.0332 0.3356 0.3642
1957 0.0790 -0.0518 0.0365 0.0425 -0.0883
1956 0.0716 0.0714 0.0318 0.0398 0.0396
1955 0.1016 0.2840 0.0282 0.0734 0.2558
1954 0.2237 0.4552 0.0240 0.1997 0.4312
1953 0.0962 0.0270 0.0281 0.0681 -0.0011
1952 0.1536 0.1405 0.0248 0.1288 0,1157
1951 0.1710 0.2039 0.0241 0.1469 0,1798
1950 0.0460 0.3230 0.0205 0.0255 0,3025
1949 0.2783 0.1610 0.0193 0.2590 0,1417
1948 0.0541 0.0928 0.0215 0.0326 0.0713
1947 -0.1041 0.0199 0.0185 -0.1226 0.0014
1946 -0.0700 -0.1203 0.0174 -0.0874 -0.1377
1945 0.5789 0.3818 0.0173 0.5616 0.3645
1944 0.2065 0.1879 0.0209 0.1856 0.1670
1943 0.3745 0.2298 0.0207 0.3538 0.2091
1942 0.1736 0.2087 0.0211 0.1525 0.1876
1941 -0.2838 -0.0898 0.0199 -0.3037 -0.1097
1940 -0.1652 -0.0965 0.0220 -0.1872 -0.1185
1939 0.1126 0.0189 0.0235 0.0891 -0.0046
1938 0.1954 0.1836 0.0255 0.1699 0.1581
1937 -0.3693 -0.3136 0.0269 -0.3962 -0.3405

Risk Premium 1937-2012 0.0521 0.0567
RP Utilities/RP SP500 0.92
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APPENDIX 1
QUALIFICATIONS OF JAIVlES H. VANDER WEIDE, PH.D.

3606 Stoneybrook Drive
Durham, NC 27705
Tel. 919.383.6659

jim.vanderweide@duke.edu

James H. Vander Weide is Research Professor of Finance and Economics at Duke

University, the Fuqua School of Business. Dr. Vander Weide is also founder and President of

Financial Strategy Associates, a consulting firm that provides strategic, financial, and economic

consulting services to corporate clients, including cost of capital and valuation studies.

Educational Background and Prior Academic Experience

Dr. Vander Weide holds a PhD. in Finance from Northwestern University and a

Bachelor of Arts in Economics from Cornell University, He joined the faculty at Duke University

and was named Assistant Professor, Associate Professor, Professor, and then Research

Professor of Finance and Economics.

Since joining the faculty at Duke, Dr. Vander Weide has taught courses in corporate

finance, investment management, and management of financial institutions. He has also taught

courses in statistics, economics, and operations research, and a PhD. seminar on the theory of

public utility pricing. In addition, Dr. Vander Weide has been active in executive education at

Duke and Duke Corporate Education, leading executive development seminars on topics

including financial analysis, cost of capital, creating shareholder value, mergers and

acquisitions, real options, capital budgeting, cash management, measuring corporate

performance, valuation, short-run financial planning, depreciation policies, financial strategy,

and competitive strategy. Dr. Vander Weide has designed and served as Program Director for

several executive education programs, including the Advanced Management Program,

Competitive Strategies in Telecommunications, and the Duke Program for Manager

Development for managers from the former Soviet Union.

Publications

Dr. Vander Weide has written a book entitled Managing Corporate Liquidity: An

Introduction to Working Capital Management published by John Wiley and Sons, Inc. He has

also written a chapter titled, "Financial Management in the Short Run" for The Handbook of

Modern Finance; a chapter titled "Principles for Lifetime Portfolio Selection: Lessons from

Portfolio Theory" for The Handbook of Portfolio Construction: Contemporary Applications of

APPEI\lOIX 1-1



Markowitz Techniques; and written research papers on such topics as portfolio management,

capital bUdgeting, investments, the effect of regulation on the performance of public utilities, and

cash management. His articles have been published in American Economic Review, Financial

Management, International Journal of Industrial Organization, Journal of Finance, Journal of

Financial and Quantitative Analysis, Journal of Bank Research, Journal of Portfolio

Management, Journal of Accounting Research, Journal of Cash Management, Management

Science, At/antic Economic Journal, Journal of Economics and Business, and Computers and

Operations Research.

Professional Consulting Experience

Dr. Vander Weide has provided financial and economic consulting services to firms in

the telecommunications, electric, gas, insurance, and water industries for more than twenty-five

years. He has testified on the cost of capital, competition, risk, incentive regUlation, forward

looking economic cost, economic pricing guidelines, depreciation, accounting, valuation, and

other financial and economic issues in more than 400 regulatory and legal proceedings before

the public service commissions of forty-three states and four Canadian provinces, the Federal

Energy Regulatory Commission, the National Energy Board (Canada), the Federal

Communications Commission, the Canadian Radio-Television and Telecommunications

Commission, the U.S. Congress, the National Telecommunications and Information

Administration, the insurance commissions of five states, the Iowa State Board of Tax Review,

the National Association of Securities Dealers, and the North Carolina Property Tax

Commission. In addition, he has testified as an expert witness in telecommunications-related

proceedings before the United States District Court for the District of New Hampshire, United

States District Court for the Northern District of California, United States District Court for the

Northern District of Illinois, Montana Second Judicial District Court Silver Bow County, the

United States Bankruptcy Court for the Southern District of West Virginia, and United States

District Court for the Eastern District of Michigan. He also testified as an expert before the

United States Tax Court, United States District Court for the Eastern District of North Carolina;

United States District Court for the District of Nebraska, and Superior Court of North Carolina.

Dr. Vander Weide has testified in thirty states on issues relating to the pricing of unbundled

network elements and universal service cost studies and has consulted with Bell Canada,

Deutsche Telekom, and Telef6nica on similar issues. He has also provided expert testimony on

issues related to electric and natural gas restructuring. He has worked for Bell Canada/Nortel on

a special task force to study the effects of vertical integration in the Canadian telephone industry
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and has worked for Bell Canada as an expert witness on the cost of capital. Dr. Vander Weide

has provided consulting and expert witness testimony to the following companies:

Electric, Gas, Water, Oil Companies
Alcoa Power Generating, Inc.
Alliant Energy and subsidiaries
AltaLink, L.P.
Ameren
American Water Works
Atmos Energy and subsidiaries
BP p.l.c.
Central Illinois Public Service
Centurion Pipeline L.P.
Citizens Utilities
Consolidated Natural Gas and
subsidiaries
Dominion Resources and subsidiaries
Duke Energy and subsidiaries
Empire District Electric Company
EPCOR Distribution & Transmission Inc.
EPCOR Energy Alberta Inc.
FortisAlberta Inc.

Hope Natural Gas
Interstate Power Company
Iberdrola Renewables
Iowa Southern
Iowa-American Water Company
Iowa-Illinois Gas and Electric
Kentucky Power Company
Kentucky-American Water Company
Newfoundland Power Inc.

Kinder Morgan Energy Partners
Maritimes & Northeast Pipeline
MidAmerican Energy and subsidiaries
National Fuel Gas
Nevada Power Company
NICOR
North Carolina Natural Gas
North Shore Gas
Northern Natural Gas Company
NOVA Gas Transmission Ltd.
PacifiCorp

Peoples Energy and its subsidiaries
PG&E
Progress Energy
PSE&G
Public Service Company of North Carolina
Sempra Energy/San Diego Gas and
Electric
South Carolina Electric and Gas
Southern Company and subsidiaries
Tennessee-American Water Company
The Peoples Gas, Light and Coke Co.
TransCanada
Trans Quebec & Maritimes Pipeline Inc.
Union Gas
United Cities Gas Company
Virginia-American Water Company
Xcel Energy

TELECOMMUNICATIONS COMPANIES

ALLTEL and subsidiaries Prlillips County Cooperative Tel. Co.

Ameritech (now AT&T new) Pine Drive Cooperative Telephone Co.

AT&T (old) Roseville Telephone Company (SureWest)

Bell Canada/Nortel SBC Communications (now AT&T new)

BellSouth and subsidiaries Sherburne Telephone Company

Centel and subsidiaries Siemens

Cincinnati Bel! (Broadwing) Southern New England Telephone

Cisco Systems SprinVUnited and subsidiaries

Citizens Telephone Company Telef6nica

Concord Telephone Company Tellabs, Inc.
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TELECOMMUNICATIONS COMPANIES

Contel and subsidiaries The Stentor Companies

Deutsche Telekom US West (Owest)

GTE and subsidiaries (now Verizon) Union Telephone Company

Heins Telephone Company United States Telephone Association

JDS Uniphase Valor Telecommunications (Windstream)

Lucent Technologies Verizon (Bell Atlantic) and subsidiaries
Minnesota Independent Equal Access
Corp. Woodbury Telephone Company

NYNEX and subsidiaries (Verizon)

Pacific Telesis and subsidiaries

INSURANCE COMPANIES

Allstate

North Carolina Rate Bureau
United Services Automobile Association (USAA)

The Travelers Indemnity Company

Gulf Insurance Company

Other Professional Experience

Dr. Vander Weide conducts in-house seminars and training sessions on topics such as

creating shareholder value, financial analysis, competitive strategy, cost of capital, real options,

financial strategy, managing growth, mergers and acquisitions, valuation, measuring corporate

performance, capital budgeting, cash management, and financial planning. Among the firms for

whom he has designed and taught tailored programs and training sessions are ABB Asea

Brown Boveri, Accenture, Allstate, Ameritech, AT&T, Bell AtlanticNerizon, BeliSouth, Progress

Energy/Carolina Power & Light, Contel, Fisons, GlaxoSmithKline, GTE, Lafarge, MidAmerican

Energy, New Century Energies, Norfolk Southern, Pacific Bell Telephone, The Rank Group,

Siemens, Southern New England Telephone, TRW, and Wolseley Pic. Dr. Vander Weide has

also hosted a nationally prominent conference/workshop on estimating the cost of capital. In

1989, at the request of Mr. Fuqua, Dr. Vander Weide designed the Duke Program for Manager

Development for managers from the former Soviet Union, the first in the United States designed

exclusively for managers from Russia and the former Soviet republics.

Early in his career, Dr. Vander Weide helped found University Analytics, Inc., which was

one of the fastest growing small firms in the country. As an officer at University Analytics, he

designed cash management models, databases, and software packages that are still used by
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most major U.S. banks in consulting with their corporate clients. Having sold his interest in

University Analytics, Dr. Vander Weide now concentrates on strategic and financial consulting,

academic research, and executive education.
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The Lock-Box Location Problem: a Practical Reformulation, Journal of Bank Research, Summer,
1974, pp. 92-96 (with S. Maier). Reprinted in Management Science in Banking, edited by K, J. Cohen
and S. E. Gibson, Warren, Gorham and Lamont, 1978.

A Finite Horizon Dynamic Programming Approach to the Telephone Cable Layout Problem,
Conference Record, 1976 International Conference on Communications (with S, Maier and C, Lam).

A Note on the Optimal Investment Policy of the Regulated Firm, Atlantic Economic Journal, Fall, 1976
(with D. Peterson).

A Unified Location Model for Cash Disbursements and Lock-Box Collections, Journal of Bank
Research, Summer, 1976 (with S. Maier). Reprinted in Management Science in Banking, edited by
K. J. Cohen and S. E. Gibson, Warren Gorham and Lamont, 1978. Also reprinted in Readings on the
Management of Working Capital, edited by K. V. Smith, West Publishing Company, 1979.

Capital Budgeting in the Decentralized Firm, Management Science, Vol. 23, No.4, December 1976,
pp, 433-443 (With S. Maier),

A Monte Carlo Investigation of Characteristics of Optimal Geometric Mean Portfolios, Journal of
Financial and Quantitative Analysis, June, 1977, pp. 215-233 (with S. Maier and D. Peterson).

A Strategy which Maximizes the Geometric Mean Return on Portfolio Investments, Management
Science, June, 1977, Vol. 23, NO.1 0, pp. 1117-1123 (with S. Maier and D. Peterson).

A Decision Analysis Approach to the Computer Lease-Purchase Decision, Computers and
Operations Researc/1, Vol. 4, No.3, September, 1977, pp. 167-172 (with S. Maier),

A Practical Approach to Short-run Financial Planning, Financial Management, Winter, 1978 (with S.
Maier). Reprinted in Readings on the Management of Working Capital, edited by K. V. Smith, West
Publishing Company, 1979.

Effectiveness of Regulation in the Electric Utility Industry,' Journal of Economics and Business, May,
1979 (with F. Tapon).

On the Decentralized Capital Budgeting Problem Under Uncertainty, Management Science,
September 1979 (with B. Obel).

Expectations Data and the Predictive Value of Interim Reporting: A Comment, Journal ofAccounting
Research, Spring 1980 (with L. D. Brown, J. S. Hughes, and M. S. Rozeff).

General Telephone's Experience with a Short-run Financial Planning Model, Cash Management
Forum, June 1980, Vol. 6, NO.1 (with J. Austin and S. Maier).

Deregulation and Oligopolistic Price-Quality Rivalry, American Economic Review, March 1981 (with J.
Zalkind).

Forecasting Disbursement Float, Financial Management, Spring 1981 (with S. Maier and D.
Robinson).
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Recent Developments in Management Science in Banking, Management Science, October 1981
(with K. Cohen and S. Maier).

Incentive Considerations in the Reporting of Leveraged Leases, Journal of Bank Research, April
1982 (with J. S. Hughes).

A Decision-Support System for Managing a Short-term Financial Instrument Portfolio, Journal of Cash
Management, March 1982 (With S. Maier).

An Empirical Bayes Estimate of Market Risk, Management Science, July 1982 (with S. Maier and D.
Peterson).

The Bond Scheduling Problem of the Multi-subsidiary Holding Company, Management Science, July
1982 (with K. Baker).

Deregulation and Locational Rents in Banking: a Comment, Journal of Bank Research, Summer
1983.

What Lockbox and Disbursement Models Really Do, Journal of Finance, May 1983 (with S. Maier).

Financial Management in the Short Run, Handbook of Modem Finance, edited by Dennis Logue,
published by Warren, Gorham, & Lamont, Inc" New York, 1984.

Measuring Investors' Growth Expectations: Analysts vs. History, The Journal ofPortfolio
Management, Spring 1988 (with W. Carleton).

Entry Auctions and Strategic Behavior under Cross-Market Price Constraints, International Journal of
Industrial Organization, 20 (2002) 611-629 (with J. Anton and N. Vettas).

Principles for Lifetime Portfolio Selection: Lessons from Portfolio Theory, Handbook ofPortfolio
Construction: Contemporary Applications of Markowitz Techniques, John B. Guerard, (Ed.),
Springer, 2009.

Managing Corporate Liquidity: an Intmduction to Working Capital Management, John Wiley and
Sons, 1984 (with S. Maier).
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APPENDIX 2
THE QUARTERLY DCF MODEL

The simple DCF Model assumes that a firm pays dividends only at the end of each

year. Since firms in fact pay dividends quarterly and investors appreciate the time value of

money, the annual version of the DCF Model generally underestimates the value investors

are willing to place on the firm's expected future dividend stream. In this appendix, we

review two alternative formulations of the DCF Model that allow for the quarterly payment

of dividends.

When dividends are assumed to be paid annually, the DCF Model suggests that

the current price of the firm's stock is given by the expression:

where

P
_ D

1
o -

(1 + k)
+ + + On+Pn (1)

(1+k/

Po =
0 11 D2l~··,Dn =
Pn =

k =

current price per share of the firm's stock,
expected annual dividends per share on the firm's stock,
price per share of stock at the time investors expect to sell the
stock, and
return investors expect to earn on alternative investments of the
same risk, i.e., the investors' required rate of return.

Unfortunately, expression (1) is rather difficult to analyze, especially for the purpose of

estimating k. Thus, most analysts make a number of simplifying assumptions. First, they

assume that dividends are expected to grow at the constant rate g into the indefinite

future. Second, they assume that the stock price at time n is simply the present value of

all dividends expected in periods subsequent to n. Third, they assume that the investors'

required rate of return, k, exceeds the expected dividend growth rate g. Under the

above simplifying assumptions, a firm's stock price may be written as the following sum:

00(1 + g) Ol1 + gl OoC1 + giPo = + .:..-.::.'----=- + +
(1 + k) (1 + k l (1 +ki

(2)
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where the three dots indicate that the sum continues indefinitely.

As we shall demonstrate shortly, this sum may be simplified to:

_ Do(1+g)
Po - (k _g)

First, however, we need to review the very useful concept of a geometric progression.

Geometric Progression

Consider the sequence of numbers 3, 6, 12, 24, ... , where each number after the

first is obtained by multiplying the preceding number by the factor 2. Obviously, this

sequence of numbers may also be expressed as the sequence 3, 3 x 2, 3 X 22
, 3 X 23

, etc.

This sequence is an example of a geometric progression.

Definition: A geometric progression is a sequence in which each term after the first

is obtained by multiplying some fixed number, called the common ratio, by the preceding

term.

A general notation for geometric progressions is: a, the first term, r, the common

ratio, and n, the number of terms. Using this notation, any geometric progression may be

represented by the seq uence:

2 3 n-1a,ar,ar,ar, ... ,ar.

In studying the DCF Model, we will find it useful to have an expression for the sum of n

terms of a geometric progression. Call this sum Sn. Then

S - a + ar + + n-1n - ... ar . (3)

However, this expression can be simplified by multiplying both sides of equation (3) by r

and then subtracting the new equation from the old. Thus,

rSn=ar+a~+ar3+... +arn

and
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Sn - rSn = a - arn
I

or

(1 - r) Sn =a (1 - rn
) .

Solving for Sn, we obtain:

_ a(1 - (11)
SI1 - (1 _r) (4)

as a simple expression for the sum of n terms of a geometric progression. Furthermore, if

I r I < 1, then Sn is finite, and as n approaches infinity, Sn approaches a -;- (1-r). Thus, for a

geometric progression with an infinite number of terms and I r I < 1, equation (4) becomes:

a
S=- (5)

1-r

Application to DCF Model

Comparing equation (2) with equation (3), we see that the firm's stock price (under

the DCF assumption) is the sum of an infinite geometric progression with the first term

and common factor

a = 00(1 + g)
(1 + k)

r = (1 + g)
(1 + k)

Applying equation (5) for the sum of such a geometric progression, we obtain

S = a. _1_ = Do (1 + g) • _1_ = Do (1 + g) • 1+ k = Do (1 + g)
(1-r) (1+k) 1_1+g (1+k) k-g k-g

1+k

as we suggested earlier.
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Quarterly DCF Model

The Annual OCF Model assumes that dividends grow at an annual rate of g% per year

(see Figure 1).

Figure 1

Annual OCF Model

Do

o

Do =4do

Year

1

0 1 =0 0(1 + g)

Figure 2

Quarterly OCF Model (Constant Growth Version)

do

o
Year

1

d1 =do(1 +g),25 d2 =do(1 +g)"50

d3 = do(1 +g),75 d4 = do(1 +g)

In the Quarterly OCF Model, it is natural to assume that quarterly dividend

payments differ from the preceding quarterly dividend by the factor (1 + 9),25, where g is

expressed in terms of percent per year and the decimal .25 indicates that the growth has
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only occurred for one quarter of the year. (See Figure 2.) Using this assumption, along

with the assumption of constant growth and k > g, we obtain a new expression for the

firm's stock price, which takes account of the quarterly payment of dividends. This

expression is:

123

=do (1 + g )4 + do (1 + g )4 + do (1 + g )4 + (6)
Po 1 2 3'"

(1 + k )4 (1 + k)4 (1 + k )4

where do is the last quarterly dividend payment, rather than the last annual dividend

payment. (We use a lower case d to remind the reader that this is not the annual dividend.)

Although equation (6) looks formidable at first glance, it too can be greatly simplified

using the formula [equation (4)] for the sum of an infinite geometric progression. As the

reader can easily verify, equation (6) can be simplified to:

1

- do (1 + g )4 (7)Po- 1 1

(1 + k )4 - (1 + g )4

Solving equation (7) for k, we obtain a DCF formula for estimating the cost of equity

under the quarterly dividend assumption:
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An Alternative Quarterly DCF Model

Although the constant growth Quarterly DCF Model [equation (8)] allows for the

quarterly timing of dividend payments, it does require the assumption that the firm

increases its dividend payments each quarter. Since this assumption is difficult for some

analysts to accept, we now discuss a second Quarterly DCF Model that allows for

constant quarterly dividend payments within each dividend year.

Assume then that the firm pays dividends quarterly and that each dividend payment

is constant for four consecutive quarters. There are four cases to consider, with each case

distinguished by varying assumptions about where we are evaluating the firm in relation to

the time of its next dividend increase. (See Figure 3.)
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do

o

do

Figure 3

Quarterly DCF Model (Constant Dividend Version)

Case 1

1

Year

d1 = d2 = d3 = d4 = do(1+g)

Case 2

d2

o 1

Year
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do

Figure 3 (continued)

Case 3

o
Year

d1 = dz = do

d3 =d4 =do(1 +g)

1

do

o

Case 4

dz

Year

d1 = dz = d3 = do

d4 = do(1 +g)

1
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If we assume that the investor invests the quarterly dividend in an alternative investment

of the same risk, then the amount accumulated by the end of the year will in all cases

be given by

where d1, d2, d3 and d4 are the four quarterly dividends. Under these new assumptions, the

firm's stock price may be expressed by an Annual OCF Model of the form (2), with the

exception that

is used in place of 0 0(1 +g). But, we already know that the Annual OCF Model may be

reduced to

0 0 (1 + g)Po = ..-------::...-'--------=--
k-g

Thus, under the assumptions of the second Quarterly OCF Model, the firm's cost of

equity is given by

k = 0; + g (10)
Po

with 0 1* given by (9).

AlthoL1gh equation (10) looks like the Annual OCF Model, there are at least two very

important practical differences. First, since 0 1* is always greater than 0 0(1 +g), the

estimates of the cost of equity are always larger (and more accurate) in the Quarterly

Model (10) than in the Annual Model. Second, since O{ depends on k through equation

(9), the unknown "k" appears on both sides of (10), and an iterative procedure is required

to solve for k.
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APPENDIX 3
ADJUSTING FOR FLOTATION COSTS IN DETERIIIIINING

A PUBLIC UTILITY'S
ALLOWED RATE OF RETURN ON EQUITY

Introduction

Regulation of public utilities is guided by the principle that utility revenues should be sufficient to
allow recovery of all prudently incurred expenses, including the cost of capital. As set forth in the
1944 Hope Natural Gas Case [Federal Power Comm'n v. Hope Natural Gas Co. 320 U. S. 591
(1944) at 603], the U. S. Supreme Court states:

From the investor or company point of view it is important that there be enough
revenue not only for operating expenses but also for the capital costs of the
business. These include service on the debt and dividends on the stock.... By that
standard the return to the equity owner should be commensurate with returns on
investments in other enterprises having corresponding risks.

Since the flotation costs arising from the issuance of debt and equity securities are an integral
component of capital costs, this standard requires that the company's revenues be sufficient to
fully recover flotation costs.

Despite the widespread agreement that flotation costs should be recovered in the regulatory
process, several issues still need to be resolved. These include:

1. How is the term "flotation costs" defined? Does it include only the out-of-pocket costs
associated with issuing securities (e. g., legal fees, printing costs, selling and
underwriting expenses), or does it also include the reduction in a security's price that
frequently accompanies flotation (i. e., market pressure)?

2. What should be the time pattern of cost recovery? Should a company be allowed to
recover flotation costs immediately, or should flotation costs be recovered over the
life of the issue?

3. For the purposes of regulatory accounting, should flotation costs be included as an
expense? As an addition to rate base? Or as an additional element of a firm's
allowed rate of return?

4. Do existing regulatory methods for flotation cost recovery allow a firm full recovery of
flotation costs?

In this paper, I review the literature pertaining to the above issues and discuss my own views
regarding how this literature applies to the cost of equity for a regulated firm.

Definition of Flotation Cost

The value of a firm is related to the future stream of net cash flows (revenues minus expenses
measured on a cash basis) that can be derived from its assets. In the process of acquiring assets,
a firm incurs certain expenses which reduce its value. Some of these expenses or costs are
directly associated with revenue production in one period (e. g., wages, cost of goods sold), others
are more properly associated with revenue production in many periods (e. g.) the acquisition cost
of plant and equipment). In either case, the word "cost" refers to any item that reduces the value of
a firm.
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If this concept is applied to the act of issuing new securities to finance asset purchases, many
items are properly included in issuance or flotation costs. These include: (1) compensation
received by investment bankers for underwriting services, (2) legal fees, (3) accounting fees, (4)
engineering fees, (5) trustee's fees, (6) listing fees, (7) printing and engraving expenses, (8) SEC
registration fees, (9) Federal Revenue Stamps, (10) state taxes, (11) warrants granted to
underwriters as extra compensation, (12) postage expenses, (13) employees' time, (14) market
pressure, and (15) the offer discount. The finance literature generally divides these flotation cost
items into three categories, namely, underwriting expenses, issuer expenses, and price effects.

lVIagnitude of Flotation Costs

The finance literature contains several studies of the magnitude of the flotation costs associated
with new debt and equity issues. These studies differ primarily with regard to the time period
studied, the sample of companies included, and the source of data. The flotation cost studies
generally agree, however, that for large issues, underwriting expenses represent approximately
one and one-half percent of the proceeds of debt issues and three to five percent of the proceeds
of seasoned equity issues. They also agree that issuer expenses represent approximately 0.5
percent of both debt and equity issues, and that the announcement of an equity issue reduces the
company's stock price by at least two to three percent of the proceeds from the stock issue. Thus,
total flotation costs represent approximately two percent

4
of the proceeds from debt issues, and

five and one-half to eight and one-half percent of the proceeds of equity issues.

Lee et. al. [14] is an excellent example of the type offlotation cost studies found in the finance
literature. The Lee study is a comprehensive recent study of the underwriting and issuer costs
associated with debt and equity issues for both utilities and non-utilities. The results of the Lee et.
al. study are reproduced in Tables 1 and 2. Table 1 demonstrates that the total underwriting and
issuer expenses for the 1,092 debt issues in their study averaged 2.24 percent of the proceeds of
the issues, while the total underwriting and issuer costs for the 1,593 seasoned equity issues in
their study averaged 7.11 percent of the proceeds of the new issue. Table 1 also demonstrates
that the total underwriting and issuer costs of seasoned equity offerings, as a percent of proceeds,
decline with the size of the issue. For issues above $60 million, total underwriting and issuer costs
amount to from three to five percent of the amount of the proceeds.

Table 2 reports the total underwriting and issuer expenses for 135 utility debt issues and 136
seasoned utility equity issues. Total underwriting and issuer expenses for utility bond offerings
averaged 1.47 percent of the amount of the proceeds and for seasoned utility equity offerings
averaged 4.92 percent of the amount of the proceeds. Again, there are some economies of scale
associated with larger equity offerings. Tota! underwriting and issuer expenses for equity offerings
in excess of 40 million dollars generally range from three to four percent of the proceeds.

The results of the Lee study for large equity issues are consistent with results of earlier studies by
Bhagat and Frost [4], Mikkelson and Partch [17], and Smith 124]. Bhagat and Frost found that total
underwriting and issuer expenses average approximately four and one-half percent of the amount
of proceeds from negotiated utility offerings during the period 1973 to 1980, and approximately
three and one-half percent of the amount of the proceeds from competitive utility offerings over the

4
The two percent flotation cost on debt only recognizes the cost of newly-issued debt. When interest rates

decline, many companies exercise the call provisions on higher cost debt and reissue debt at lower rates. This process
involves reacquisition costs that are not included in the academic studies. If reacquisition costs were included in the
academic studies, debt flotation costs could increase significantly.
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same period. Mikkelson and Partch found that total underwriting and issuer expenses average five
and one-half percent of the proceeds from seasoned equity offerings over the 1972 to 1982 period.
Smith found that total underwriting and issuer expenses for larger equity issues generally amount
to four to five percent of the proceeds of the new issue.

The finance literature also contains numerous studies of the decline in price associated with sales
of large blocks of stock to the public. These articles relate to the price impact of: (1) initial public
offerings; (2) the sale of large blocks of stock from one investor to another; and (3) the issuance of
seasoned equity issues to the general public. All of these studies generally support the notion that
the announcement of the sale of large blocks of stock produces a decline in a company's share
price. The decline in share price for initial public offerings is significantly larger than the decline in
share price for seasoned equity offerings; and the decline in share price for public utilities is less
than the decline in share price for non-public utilities. A comprehensive study of the magnitude of
the decline in share price associated specifically with the sale of new equity by public utilities is
reported in Pettway [19], who found the market pressure effect for a sample of 368 public utility
equity sales to be in the range of two to three percent. This decline in price is a real cost to the
utility, because the proceeds to the utility depend on the stock price on the day of issue.

In addition to the price decline associated with the announcement of a new equity issue, the
finance literature recognizes that there is also a price decline associated with the actual issuance
of equity securities. In particular, underwriters typically sell seasoned new equity securities to
investors at a price lower than the closing market price on the day preceding the issue. The Rules
of Fair Practice of the National Association of Securities Dealers require that underwriters not sell
shares at a price above the offer price. Since the offer price represents a binding constraint to the
underwriter, the underwriter tends to set the offer price slightly below the market price on the day of
issue to compensate for the risk that the price received by the underwriter may go down, but can
not increase. Smith provides evidence that the offer discount tends to be between 0.5 and 0.8
percent of the proceeds of an equity issue. I am not aware of any similar studies for debt issues.

In summary, the finance literature provides strong support for the conclusion that total underwriting
and issuer expenses for public utility debt offerings represent approximately two percent of the
amount of the proceeds, while total underwriting and issuer expenses for public utility equity
offerings represent at least four to five percent of the amount of the proceeds. In addition, the
finance literature supports the conclusion that the cost associated with the decline in stock price at
the announcement date represents approximately two to three percent as a result of a large public
utility equity issue.

TIME PATTERN OF FLOTATION COST RECOVERY

Although flotation costs are incurred only at the time a firm issues new securities, there is no
reason why an issuing firm ought to recognize the expense only in the current period. [n fact, if
assets purchased with the proceeds of a security issue produce revenues over many years, a
sound argument can be made in favor of recognizing flotation expenses over a reasonably lengthy
period of time. Such recognition is certainly consistent with the generally accepted accounting
principle that the time pattern of expenses match the time pattern of revenues, and it is also
consistent with the normal treatment of debt flotation expenses in both regulated and unregulated
industries.

In the context of a regulated firm, it should be noted that there are many possible time patterns for
the recovery of flotation expenses. However, if it is felt that flotation expenses are most
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appropriately recovered over a period of years, then it should be recognized that investors must
also be compensated for the passage of time. That is to say, the value of an investor's capital will
be reduced if the expenses are merely distributed over time, without any allowance for the time
value of money.

ACCOUNTING FOR FLOTATION COST IN A REGULATORY SETTING

In a regulatory setting, a firm's revenue requirements are determined by the equation:

Revenue Requirement:::: Total Expenses + Affowed Rate of Return x Rate Base

Thus, there are three ways in which an issuing firm can account for and recover its flotation
expenses: (1) treat flotation expenses as a current expense and recover them immediately; (2)
include flotation expenses in rate base and recover them over time; and (3) adjust the allowed rate
of return upward and again recover flotation expenses over time. Before considering methods
currently being used to recover flotation expenses in a regulatory setting, I shall briefly consider the
advantages and disadvantages of these three basic recovery methods.
Expenses. Treating flotation costs as a current expense has several advantages. Because it
allows for recovery at the time the expense occurs, it is not necessary to compute amortized
balances over time and to debate which interest rate should be applied to these balances. A firm's
stockholders are treated fairly, and so are the firm's customers, because they pay neither more nor
less than the actual flotation expense. Since flotation costs are relatively small compared to the
total revenue requirement, treatment as a current expense does not cause unusual rate hikes in
the year of flotation, as would the introduction of a large generating plant in a state that does not
allow Construction Work in Progress in rate base.

On the other hand, there are two major disadvantages of treating flotation costs as a current
expense. First, since the asset purchased with the acquired funds will likely generate revenues for
many years into the future, it seems unfair that current ratepayers should bear the full cost of
issuing new securities, wilen future ratepayers share in the benefits. Second, this method requires
an estimate of the underpricing effect on each security issue. Given the difficulties involved in
measuring the extent of underpricing, it may be more accurate to estimate the average
underpricing allowance for many securities than to estimate the exact figure for one security.

Rate Base. In an article in Public Utilities Fortnightly, Bierman and Hass [5] recommend that
flotation costs be treated as an intangible asset that is included in a firm's rate base along with the
assets acquired with the stock proceeds. This approach has many advantages. For ratepayers, it
provides a better match between benefits and expenses: the future ratepayers who benefit from
the financing costs contribute the revenues to recover these costs. For investors, if the allowed
rate of return is equal to the investors' required rate of return, it is also theoretically fair since they
are compensated for the opportunity cost of their investment (including both the time value of
money and the investment risk).

Despite the compelling advantages of this method of cost recovery, there are several
disadvantages that probably explain why it has not been used in practice. First, a firm will only
recover the proper amount for flotation expenses if the rate base is multiplied by the appropriate
cost of capital. To the extent that a commission under or over estimates the cost of capital, a Arm
will under or over recover its flotation expenses. Second, it is may be both legally and
psychologically difficult for commissioners to include an intangible asset in a firm's rate base.
According to established legal doctrine, assets are to be included in rate base only if they are
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"used and useful" in the public service. It is unclear whether intangible assets such as flotation
expenses meet this criterion.

Rate of Return. The prevailing practice among state regulators is to treat flotation expenses as an
additional element of a firm's cost of capital or allowed rate of return. This method is similar to the
second method above (treatment in rate base) in that some part of the initial flotation cost is
amortized over time. However, it has a disadvantage not shared by the rate base method. If
flotation cost is included in rate base, it is fairly easy to keep track of the flotation cost on each new
equity issue and see how it is recovered over time. Using the rate of return method, it is not
possible to track the flotation cost for specific issues because the flotation cost for a specific issue
is never recorded. Thus, it is not clear to participants whether a current allowance is meant to
recover (1) flotation costs actually incurred in a test period, (2) expected future flotation costs, or
(3) past flotation costs. This confusion never arises in the treatment of debt flotation costs.
Because the exact costs are recorded and explicitly amortized over time, participants recognize
that current allowances for debt flotation costs are meant to recover some fraction of the flotation
costs on all past debt issues.

EXISTING REGULATORY METHODS

Although most state commissions prefer to let a regulated firm recover flotation expenses through
an adjustment to the allowed rate of return, there is considerable controversy about the magnitude
of the required adjustment. The following are some of the most frequently asked questions: (1)
Should an adjustment to the allowed return be made every year, or should the adjustment be
made only in those years in which new equity is raised? (2) Should an adjusted rate of return be
applied to the entire rate base, or should it be applied only to that portion of the rate base financed
with paid-in capital (as opposed to retained earnings)? (3) What is the appropriate formula for
adjusting the rate of return?

This section reviews several methods of allowing for flotation cost recovery. Since the regulatory
methods of allowing for recovery of debt flotation costs is well known and widely accepted, I will
begin my discussion of flotation cost recovery procedures by describing the widely accepted
procedure of allowing for debt flotation cost recovery.

Debt Flotation Costs

Regulators uniformly recognize that companies incur flotation costs when they issue debt
securities. They typically allow recovery of debt flotation costs by making all adjustment to both the
cost of debt and the rate base (see Brigham [6]). Assume that: (1) a regulated company issues
$100 million in bonds that mature in 10 years; (2) the interest rate on these bonds is seven
percent; and (3) flotation costs represent four percent of the amount of the proceeds. Then the cost
of debt for regulatory purposes will generally be calculated as follows:

Cost of Debt = Interest expense + Amortizati 011 of flotation costs
Principal value - Unamortized flotation costs

$7,000,000 + $400,000

$1 00,000,000 - $4,000,000

= 7.71 %
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Thus, current regulatory practice requires that the cost of debt be adjusted upward by
approximately 71 basis points, in this example, to allow for the recovery of debt flotation costs. This
example does not include losses on reacquisition of debt. The flotation cost allowance would
increase if losses on reacquisition of debt were included.

The logic behind the traditional method of allowing for recovery of debt flotation costs is simple.
Although the company has issued $100 million in bonds, it can only invest $96 million in rate base
because flotation costs have reduced the amount of funds received by $4 million. If the company is
not allowed to earn a 71 basis point higher rate of return on the $96 million invested in rate base, it
will not generate sufficient cash flow to pay the seven percent interest on the $100 million in bonds
it has issued. Thus, proper regulatory treatment is to increase the required rate of return on debt by
71 basis points.

Equity Flotation Costs

The finance literature discusses several methods of recovering equity flotation costs. Since each
method stems from a specific model, (i. e., set of assumptions) of a firm and its cash flows, I will
highligllt the assumptions that distinguish one method from another.

Arzac and Marcus. Arzac and Marcus [2] study the proper flotation cost adjustment formula for a
firm that makes continuous use of retained earnings and external equity financing and maintains a
constant capital structure (debt/equity ratio). They assume at the outset that underwriting
expenses and underpricing apply only to new equity obtained from external sources. They also
assume that a firm has previously recovered all underwriting expenses, issuer expenses, and
underpricing associated with previous issues of new equity.

To discuss and compare various equity flotation cost adjustment formulas, Arzac and Marcus
make use of the following notation:

k = an investors' required return on equity

r = a utility's allowed return on equity base

S = value of equity in the absence of flotation costs

Sf = value of equity net of flotation costs

Kt = equity base at time t

Et = total earnings in year t

Ot = total cash dividends at time t

b = (Et-Dt) + Et =retention rate, expressed as a fraction of earnings

h = new equity issues, expressed as a fraction of earnings

m = equity investment rate, expressed as a fraction of
earnings, m =b + h < 1

f = flotation costs, expressed as a fraction of the value of an issue.

Because of flotation costs, Arzac and Marcus assume that a firm must issue a greater amount of
external equity each year than it actually needs. In terms of the above notation, a firm issues hEt +
(1-f) to obtain hEt in external equity funding. Thus, each year a firm loses:
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Equation 3

L= hEt -hEt =_f_ XhEt
1-f 1-f

due to flotation expenses. The present value, V, of all future flotation expenses is:

Equation 4

v =I fhE t =~ x rKO

1=1 (1- f)(1 + k)t 1- f k - mr

To avoid diluting the value of the initial stockholder's equity, a regulatory authority needs to find the
value of r, a firm's allowed return on equity base, that equates the value of equity net of flotation
costs to the initial equity base (Sf:::: Ko). Since the value of equity net of flotation costs equals the
value of equity in the absence of flotation costs minus the present value of flotation costs, a
regulatory authority needs to find that value of r that solves the following equation:

Sf =S-L
This value is:

Equation 5

k
r = fh

1-
1-f

To illustrate the Arzac-lVlarcus approach to adjusting the allowed return on equity for the effect of
flotation costs, suppose that the cost of equity in the absence of flotation costs is 12 percent.
Furthermore, assume that a firm obtains external equity financing each year equal to 10 percent of
its earnings and that flotation expenses equal 5 percent of the value of each issue. Then,
according to Arzac and Marcus, the allowed return on equity should be:

r = 1- (.·~:).(.1) = .1206 = 12.06%

.95

Summary. With respect to the three questions raised at the beginning of this section, it is evident
that Arzac and Marcus believe the flotation cost adjustment should be applied each year, since
continuous external equity financing is a fundamental assumption of their model. They also
believe that the adjusted rate of return should be applied to the entire equity-financed portion of the
rate base because their model is based on the assumption that the flotation cost adjustment
mechanism will be applied to the entire equity financed portion of the rate base. Finally, Arzac and
Marcus recommend a flotation cost adjustment formula, Equation (3), that implicitly excludes
recovery of financing costs associated with financing in previous periods and includes only an
allowance for the fraction of equity financing obtained from external sources.
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Patterson. The Arzac-Marcus flotation cost adjustment formula is significantly different from the
conventional approach (found in many introductory textbooks) which recommends the adjustment
equation:

Equation 6

o
r = t + g

PH(1- f)

where Pt-1 is the stock price in the previous period and g is the expected dividend growth rate.
Patterson [18] compares the Arzac-Marcus adjustment formula to the conventional approach and
reaches the conclusion that the Arzac-Marcus formula effectively expenses issuance costs as they
are incurred, while the conventional approach effectively amortizes them over an assumed infinite
life of the equity issue. Thus, the conventional formula is similar to the formula for the recovery of
debt flotation costs: it is not meant to compensate investors for the flotation costs of future issues,
but instead is meant to compensate investors for the flotation costs of previous issues. Patterson
argues that the conventional approach is more appropriate for rate making purposes because the
plant purchased with external equity funds will yield benefits over many future periods.

lIIustration. To illustrate the Patterson approach to flotation cost recovery, assume that a newly
organized utility sells an initial issue of stock for $100 per share, and that the utility plans to finance
all new investments with retained earnings. Assume also that: (1) the initial dividend per share is
six dollars; (2) the expected long-run dividend growth rate is six percent; (3) the flotation cost is five
percent of the amount of the proceeds; and (4) the payout ratio is 51.28 percent. Then, the
investor's required rate of return on equity is [k = (DIP) + g = 6 percent + 6 percent = 12 percent];
and the f1otation-cost-adjusted cost of equity is [6 percent (1/.95) + 6 percent = 12.316 percent].

The effects of the Patterson adjustment formula on the utility's rate base, dividends, earnings, and
stock price are shown in Table 3. We see that the Patterson formula allows earnings and dividends
to grow at the expected six percent rate. We also see that the present value of expected future
dividends, $100, is just sufficient to induce investors to part with their money. If the present value
of expected future dividends were less than $100, investors would not have been willing to invest
$100 in the firm. Furthermore, the present value of future dividends will only equal $100 if the firm
is allowed to earn the 12.316 percent flotation-cast-adjusted cost of equity on its entire rate base.

Summary. Patterson's opinions on the three issues raised in this section are in stark contrast to
those of Arzac and Marcus. He believes that: (1) a flotation cost adjustment should be applied in
every year, regardless of whether a firm issues any new equity in each year; (2) a flotation cost
adjustment should be applied to the entire equity-financed portion of the rate base, including that
portion financed by retained earnings; and (3) the rate of return adjustment formula should allow a
firm to recover an appropriate fraction of all previous flotation expenses.

CONCLUSION

Having reviewed the literature and analyzed flotation cost issues, I conclude that:

Definition of Flotation Cost: A regulated firm should be allowed to recover both the total
underwriting and issuance expenses associated with issuing securities and the cost of market
pressure.
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Time Pattern of Flotation Cost Recovery. Shareholders are indifferent between the alternatives
of immediate recovery of flotation costs and recovery over time, as long as they are fairly
compensated for the opportunity cost of their money. This opportunity cost must include both the
time value of money and a risk premium for equity investments of this nature.

Regulatory Recovery of Flotation Costs. The Patterson approach to recovering flotation costs is
the only rate-of-return-adjustment approach that meets the Hope case criterion that a regulated
company's revenues must be sufficient to allow the company an opportunity to recover all
prudently incurred expenses, including the cost of capital. The Patterson approach is also the only
rate-of-return-adjustment approach that provides an incentive for investors to invest in the
regulated company.

Implementation of a Flotation Cost Adjustment. As noted earlier, prevailing regulatory practice
seems to be to allow the recovery of flotation costs through an adjustment to the required rate of
return. My review of the literature on this subject indicates that there are at least two
recommended methods of making this adjustment: the Patterson approach and the Arzac-Marcus
approach. The Patterson approach assumes that a firm's flotation expenses on new equity issues
are treated in the same manner as flotation expenses on new bond issues, i. e., they are amortized
over future time periods. If this assumption is true (and I believe it is), then the flotation cost
adjustment should be applied to a firm's entire equity base, including retained earnings. In practical
terms, the Patterson approach produces an increase in a firm's cost of equity of approximately
thirty basis points. The Arzac-Marcus approach assumes that flotation costs on new equity issues
are recovered entirely in the year in which the securities are sold. Under the Arzac-Marcus
assumption, a firm should not be allowed any adjustments for flotation costs associated with
previous flotations. Instead, a firm should be allowed only an adjustment on future security sales
as they occur. Under reasonable assumptions about the rate of new equity sales, this method
produces an increase in the cost of equity of approximately six basis points. Since the Arzac
Marcus approach does not allow the company to recover the entire amount of its flotation cost, I
recommend that this approach be rejected and the Patterson approach be accepted.
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Table 1

Direct Costs as a Percentage of Gross Proceeds
for Equity (IPOs and SEOs) and Straight and Convertible Bonds

Offered by Domestic Operating Companies 1990-1994
5

Equities

IPOs SEas
No. Other Total No. Other Total

Proceeds of Gross Direct Direct of Gross Direct Direct
($ in millions) Issues Spreads Expenses Costs Issues Spreads Expenses Costs

2-9.99 337 9.05% 7.91% 16.96% 167 7.72% 5.56% 13.28%
10-19.99 389 7.24% 4.39% 11.63% 310 6.23% 2.49% 8.72%
20-39.99 533 7.01% 2.69% 9.70% 425 5.60% 1.33% 6.93%
40-59.99 215 6.96% 1.76% 8.72% 261 5.05% 0.82% 5.87%
60-79.99 79 6.74% 1.46% 8.20% 143 4.57% 0.61% 5.18%
80-99.99 51 6.47% 1.44% 7.91% 71 4.25% 0.48% 4.73%

100-199.99 106 6.03% 1.03% 7.06% 152 3.85% 0.37% 4.22%
200-499.99 47 5.67% 0.86% 6.53% 55 3.26% 0.21% 3.47%
500 and up 10 5.21% 0.51% 5.72% 9 3.03% 0.12% 3.15%

Total/Avera~e 1,767 7.31% 3.69% 11.00% 1,593 5.44% 1.67% 7.11%

Bonds

Convertible Bonds Straight Bonds
No. Other Total No. Other Total

Proceeds of Gross Direct Direct of Gross Direct Direct
($ in millions) Issues Spreads Expenses Costs Issues Spreads Expenses Costs

2-9.99 4 6.07% 2.68% 8.75% 32 2,07% 2.32% 4.39%
10-19.99 14 5.48% 3.18% 8.66% 78 1.36% 1.40% 2.76%
20-39.99 18 4.16% 1.95% 6.11% 89 1.54% 0.88% 2.42%
40-59.99 28 3.26% 1.04% 4.30% 90 0.72% 0.60% 1.32%
60-79.99 47 2.64% 0.59% 323% 92 1.76% 0.58% 2.34%
80-99.99 13 2.43% 0.61% 3.04% 112 1.55% 0.61% 2.16%

100-199.99 57 2.34% 0.42% 2.76% 409 1.77% 0.54% 2.31%
200-499.99 27 1.99% 0.19% 2.18% 170 1.79% 0.40% 2.19%
500 and up 3 2.00% 0.09% 2.09% 20 1.39% 0.25% 1.64%

Total/Average 211 2.92% 0.87% 3.79% 1,092 1.62% 0.62% 2.24%

Notes:

Closed-end funds and unit offerings are excluded from the sample. Rights offerings for SEas are also excluded. Bond offerings do
not include securities backed by mortgages and issues by Federal agencies. Only firm commitment offerings and non-shelf
registered offerings are included.
Gross Spreads as a percentage of total proceeds, including management fee, underwriting fee, and selling concession.
Other Direct Expenses as a percentage of total proceeds, including management fee, underwriting fee, and selling concession.
Total Direct Costs as a percentage of total proceeds (total direct costs are the sum of gross spreads and other direct expenses).

5
Inmoo Lee, Scott Lochhead, Jay Ritter, and Quanshui Zhao, 'The Costs of Raising Capital," Journal of Financial

Research Vol 19 No 1 (Spring 1996) pp. 59-74.
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Table 2

Direct Costs of Raising Capital 1990-1994
Utility versus Non-Utility Companies

6

Equities
Non-Utilities IPOs SEas

Total
Proceeds No. No. Direct

($ in millions) of Issues Gross Spreads Total Direct Costs Of Issues Gross Spreads Costs
2-9.99 332 9.04% 16.97% 154 7.91% 13.76%

10-19.99 388 7.24% 11.64% 278 6.42% 9,01%
20-39.99 528 7.01% 9.70% 399 5.70% 7.07%
40-59.99 214 6.96% 8.71% 240 5.17% 6.02%
60-79.99 78 6.74% 8.21% 131 4.68% 5.31%
80-99.99 47 6.46% 7.88% 60 4.35% 4.84%

100-199.99 10'1 6.01% 7.01% 137 3.97% 4.36%
200-499.99 44 5.65% 6.49% 50 3.27% 3.48%
500 and up 10 5.21% 5.72% 8 3.12% 3.25%

Total/Average 1,742 7.31% 11.01 % 1,457 5.57% 7.32%

Utilities Only
2-9.99 5 9.40% 16.54% 13 5.41% 7.68%

10-19.99 1 7.00% 8.77% 32 4.59% 6.21%
20-39.99 5 7.00% 9.86% 26 4.17% 4.96%
40-59.99 1 6.98% 11.55% 21 3.69% 4.12%
60-79.99 1 6.50% 7.55% 12 3.39% 3.72%
80-99.99 4 6.57% 8.24% 11 3.68% 4.11%

100-199.99 5 6.45% 7.96% 15 2.83% 2.98%
200-499.99 3 5.88% 7.00% 5 3.19% 3.48%
500 and up 0 1 2.25% 2.31%

Total/Average 25 7.15% 10.14% 136 4.01% 4.92%

6
Lee et ai, op. cit.
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Table 2 (continued)
Direct Costs of Raising Capital 1990-1994

Utility versus Non-Utility Companies
7

Bonds
Non- Utilities Convertible Bonds Straight Bonds

Proceeds
($ in millions) No, of Issues Gross Spreads Tolal Direct Costs No. of Issues Gross Spreads Total Direct Costs

2-9.99 4 6.07% 8.75% 29 2.07% 4.53%
10-19.99 12 5.54% 8.65% 47 1.70% 3.28%
20-39.99 16 4.20% 6.23% 63 1.59% 2.52%
40-59.99 28 3.26% 4.30% 76 0.73% 1.37%
60-79.99 47 2.64% 3.23% 84 1.84% 2.44%
80-99.99 12 2.54% 3.19% 104 1.61% 2.25%

100-199.99 55 2.34% 2.77% 381 1.83% 2.38%
200-499.99 26 1.97% 2.16% 154 1.87% 2.27%
500 and up 3 2.00% 2.09% 19 1.28% 1.53%

Total/Average 203 2.90% 3.75% 957 1.70% 2.34%

Utilities Only
2-9.99 0 3 2.00% 3.28%

10-19.99 2 5.13% 8.72% 31 0.86% 1,35%
20-39,99 2 3.88% 5.18% 26 1.40% 2,06%
40-59.99 0 14 0.63% 1.10%
60-79,99 0 8 0.87% 1.13%
80-99.99 1 1.13% 1.34% 8 0.71% 0.98%

100-199.99 2 2.50% 2.74% 28 1.06% 1.42%
200-499.99 1 2.50% 2.65% 16 1.00% 1.40%

500 and up 0 1 3.50% "na
Total/Average 8 3.33% 4.66% 135 1.04% 1.47%

Notes:
Total proceeds raised in the United States, excluding proceeds from the exercise of over allotment options.
Gross spreads as a percentage oftotal proceeds (including management fee, underwriting fee, and selling concession).
Other direct expenses as a percentage of total proceeds (including registration fee and printing, legal, and auditing costs).

7
Lee et aI, op. cit.

a
Not available because of missing data on other direct expenses.
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Table 3
Illustration of Patterson Approach to Flotation Cost Recovery

Earnings Earnings
Rate @ @ Amortization

Time Period Base 12.32% 12.00% Dividends Initial Fe
0 95.00
1 100.70 11.70 11.40 6.00 0.3000
2 106.74 12.40 12.08 6.36 0.3180
3 113.15 13.15 12.81 6.74 0.3371
4 119.94 13.93 13.58 7.15 0.3573
5 127.13 14.77 14.39 7.57 0.3787
6 134.76 15.66 15.26 8.03 0.4015
7 142.84 16.60 16.17 8.51 0.4256
8 151.42 17.59 17.14 9.02 0.4511
9 160.50 18.65 18.17 9.56 0.4782
10 170.13 19.77 19.26 10.14 0.5068
11 180.34 20.95 20.42 10.75 0.5373
12 191.16 22.21 21.64 11.39 0.5695
13 202.63 23.54 22.94 12.07 0.6037
14 214.79 24.96 24.32 12.80 0.6399
15 227.67 26.45 25.77 13.57 0.6783
16 241.33 28.04 27.32 14.38 0.7190
17 255.81 29.72 28.96 15.24 0.7621
18 271.16 31.51 30.70 16.16 0.8078
19 287.43 33.40 32.54 17.13 0.8563
20 304.68 35.40 34.49 18.15 0.9077
21 322.96 37.52 36.56 19.24 0.9621
22 342.34 39.77 38.76 20.40 1.0199
23 362.88 42.16 41.08 21.62 1.0811
24 384.65 44.69 43.55 22.92 1.1459
25 407.73 47.37 46.16 24.29 1.2147
26 432.19 50.21 48.93 25.75 1.2876
27 458.12 53.23 51.86 27.30 1.3648
28 485.61 56.42 54.97 28.93 1.4467
29 514.75 59.81 58.27 30.67 1.5335
30 545.63 63.40 61.77 32.51 1.6255

Present Value@12% 195.00 190.00 100.00 5.00
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APPENDIX 4
EX ANTE RISK PREMIUM APPROACH

IVly ex ante risk premium method is based on studies of the DCF expected

return on proxy companies compared to the interest rate on Moody's A-rated utility

bonds. Specifically, for each month in my study period, I calculate the risk premium

using the equation,

where:

RPPROXY ::::

DCFpROXY ::::

::::::

the required risk premium on an equity investment in the
proxy group of companies,
average DCF estimated cost of equity on a portfolio of proxy
companies; and
the yield to maturity on an investment in A-rated utility
bonds.

For my ex ante risk premium analysis, I begin with my comparable group of

natural gas companies shown in Schedule 2. Previous studies have shown that the ex

ante risk premium tends to vary inversely with the level of interest rates, that is, the risk

premium tends to increase when interest rates decline, and decrease when interest

rates go up. To test whether my studies also indicate that the ex ante risk premium

varies inversely with the level of interest rates, I perform a regression analysis of the

relationship between the ex ante risk premium and the yield to maturity on A-rated utility

bonds, using the equation,

RPPROXY ::::::
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where:

RPPROXY = risk premium on proxy company group;

IA = yield to maturity on A-rated utility bonds;

e = a random residual; and

a, b = coefficients estimated by the regression procedure.

Regression analysis assumes that the statistical residuals from the regression equation

are random. My examination of the residuals reveals that there is a significant

probability that the residuals are serially correlated (non-zero serial correlation indicates

that the residual in one time period tends to be correlated with the residual in the

previous time period). Therefore, I make adjustments to my data to correct for the

possibility of serial correlation in the residuals.

The common procedure for dealing with serial correlation in the residuals is to

estimate the regression coefficients in two steps. First, a multiple regression analysis is

used to estimate the serial correlation coefficient, r. Second, the estimated serial

correlation coefficient is used to transform the original variables into new variables

whose serial correlation is approximately zero. The regression coefficients are then re-

estimated using the transformed variables as inputs in the regression equation. Based

on my knowledge of the statistical relationship between the yield to maturity on A-rated

utility bonds and the required risk premium, my estimate of the ex ante risk premium on

an investment in my proxy natural gas company group as compared to an investment in

A-rated utility bonds is given by the equation:

RPPROXY = 8.46
(11.56)

-0.563 X IA.

(-4.97) [9]

[9] The t-statistics are shown in parentheses.
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Using a 6.55 percent forecasted yield to maturity on A-rated utility bonds at February

2013,10 the regression equation produces an ex ante risk premium based on the natural

gas proxy group equal to 4.77 percent (8.46 - .563 x 6.55= 4.77).

To estimate the cost of equity using the ex ante risk premium method, one may

add the estimated risk premium over the yield on A-rated utility bonds to the forecasted

yield to maturity on A-rated utility bonds. As described above, my analyses produce an

estimated risk premium over the yield on A-rated utility bonds equal to 4.77 percent.

Adding an estimated risk premium of 4.77 percent to the 6.55 percent forecasted yield

to maturity on A-rated utility bonds produces a cost of equity estimate of 11.3 percent

using the ex ante risk premium method.

10
Value Line Selection & Opinion (Feb, 22, 2013) projects a AAA-rated Corporate bond yield equal to
5.8 percent. The February 2013 average spread between A-rated utility bonds and Aaa-rated Corporate
bonds is twenty-eight basis points (A-rated utility, 418 percent, less Aaa-rated Corporate, 3.90 percent,
equals twenty-eight basis points). Adding twenty-eight basis points to the 5,80 percent Value Line AAA
Corporate bond forecast equals a forecast yield of 6.08 percent for the A-rated utility bonds. The U.S.
Energy Information Administration (EIA) at January 2013 forecasts an AA-rated utility bond yield equal to
6.78 percent. The average spread between AA-rated utility and A-rated utility bonds at February 2013 is
twenty-three basis points (4.18 percent less 3,95 percent). Adding twenty-three basis points to EIA's
6.78 percent AA-utility bond yield forecast equals a forecast yield for A-rated utility bonds equal to
7.01 percent. The average of the forecasts (6.08 percent using Value Line data and 7.01 percent using EIA
data) is 6.55 percent.
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APPENDIX 5
RISK PREMIUM APPROACH

Source

Stock price and yield information is obtained from Standard & Poor's Security Price publication.

Standard & Poor's derives the stock dividend yield by dividing the aggregate cash dividends (based on the latest

known annual rate) by the aggregate market value of the stocks in the group. The bond price information is

obtained by calculating the present value of a bond due in 30 years with a $4.00 coupon and a yield to maturity

of a particular year's indicated Moody's A-rated utility bond yield. The values shown on Schedules 4 and 5 are

the January values of the respective indices. Standard & Poor's discontinued its S&P Utilities Index in

December 2001, replacing its utilities stock index with separate indices for electric and natural gas utilities.

Thus, to continue my study, I based the stock returns beginning in 2002 on the total returns for the EEl Index

of U.S. shareholder-owned electric utilities, as reported by EEl on its website.

http://www.eei.org/whatwedolDataAnalysis/lndusFinanAnalysis/Pages/OtrlyFinanciaIUpdates.aspx

Calculation of Stock and Bond Returns

Sample calculation of "Stock Return" column:

StockRetu rn(20 11)= [StockPriCe(2012)- Sto~kPrice(2011)+Dividend(20 11)l
StockPrice(2011) J

where Dividend (2011) =Stock Price (2011) x Stock Div. Yield (2011)

Sample calculation of "Bond Return" column:

Bond Return(2011)= [Bond Price(2012)- Bond Erice(2011)+ Interest (2011 )l
Bond Price(2011) J

where Interest =$4.00.
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BEFORE THE PUBLIC SERVICE COMMISSION

COMMONWEALTH OF KENTUCKY

APPLICATION OF ATMOS ENERGY )

)
CORPORATION FOR AN ADJUSTMENT )

)
OF RATES AND TARIFF MODIFICATIONS )

Case No. 2013-00148

1

2 Q.

"..)

4 A.
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6 Q.

7 A.

8

9 Q.

10 A.

11

12

13 Q.

14 A.

15

DIRECT TESTIMONY OF PAUL H. RAAB

I. INTRODUCTION

PLEASE STATE YOUR NAME, OCCUPATION AND BUSINESS

ADDRESS.

My name is Paul H. Raab and my business address is 5313 Portsmouth Road,

Bethesda, MD 20816. I am an independent economic consultant.

ON WHOSE BEHALF ARE YOU APPEARING TODAY?

I am appearing on behalf of Atmos Energy Corporation, KentuckylMid-States

Division ("Atmos Energy" or "Company").

WHAT IS YOUR EDUCATIONAL BACKGROUND?

I have a B.A. in Economics from Rutgers University and an M.A. from the State

University of New York at Binghamton with a concentration in Econometrics.

While attending Rutgers, 1 studied as a Henry Rutgers Scholar.

PLEASE DESCRIBE YOUR BUSINESS EXPERIENCE.

I have been providing consulting services to the utility industry for over thirty-

five years, having assisted electric, gas, telephone, and water utilities;

Direct Testimony of Paul H. Raab Page 1
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Commissions; and intervenor clients in a variety of areas. I am trained as a

quantitative economist so that most of this assistance has been in the form of

mathematical and economic analysis and information systems development. My

pmiicular areas of focus are planning issues, costing and rate design analysis, and

depreciation and life analysis. I began my career with the professional services

firm that is now known as Emst & Young, where I was employed for ten years.

HAVE YOU TESTIFIED PREVIOUSLY BEFORE COMMISSIONS IN

REGULATORY PROCEEDINGS?

Yes. I have previously provided expert testimony before this Commission in

Docket Nos. 9613, 97-083 and 2009-00354 as well as the state regulatory

authorities of Alaska, the District of Columbia, Georgia, Indiana, Iowa, Kansas,

Louisiana, Maryland, Michigan, Missouri, Montana, Nebraska, Nevada, New

Jersey, New Mexico, New York, Ohio, Oklahoma, Pennsylvania, Tennessee,

Texas, Virginia, West Virginia, and Wisconsin. In addition, I have presented

expeli testimony before the Federal Energy Regulatory Commission, the

Pennsylvania House Consumer Affairs Committee, the Michigan House

Economic Development and Energy Committee, the Province of Saskatchewan,

and the United States Tax Court. Details on the subject matter of the testimony

presented are provided in Exhibit PHR-1.

II. PURPOSE OF TESTIMONY

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

The purpose of my testimony is to present the Company's class cost of service

Direct Testimony of Paul H. Raab Page 2
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("CCOSS") study. This study is used to guide the Company in assigning the

required revenue increase across customer classes and in designing rates.

III. IDENTIFICATION OF EXHIBITS

DO YOU SPONSOR ANY EXHIBITS IN SUPPORT OF YOUR

TESTIMONY,?

Yes, I sponsor two exhibits. Exhibit PHR-1 is a summary of my qualifications

and experience. Exhibit PHR-2 is a copy of the Company's class cost of service

study.

The above-designated exhibits were prepared by me or under my direction

and supervision.

IV. ORGANIZATION OF TESTIMONY

HOW IS YOUR TESTIMONY ORGANIZED?

My testimony is organized into one additional section, Section V, which describes

the class cost of service study.

V. CLASS COST OF SERVICE

a. Background

WHAT IS A CLASS COST OF SERVICE ANALYSIS?

A class cost of service analysis is the process by which the costs that a utility

incurs to serve particular classes of customers are linked to the classes of

customers that caused those costs to be incurred.

Direct Testimony of Pall1H. Raab Page 3
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WHY IS IT NECESSARY TO ALLOCATE COSTS TO THE DIFFERENT

CUSTOMER CLASSES?

It is a generally accepted utility ratemaking principle that rates should be based on

costs. This statement applies not only to the overall level of costs incmred by the

utility, but also to the costs that the utility incurs to serve individual services,

classes of customers, and segments of the utility's business. Adherence to this

principle is complicated by the fact that many of the costs incurred to provide

different types of service are '~joint" costs and many are "common" costs, neither

of which has a theoretically precise method by which they can be assigned to the

different products produced as a result of the inclllTence of these costs.

Joint costs occur when the provision of one service is an automatic by-

product of another (e.g., the delivery of natural gas at different times of the year).

Common costs are incurred when several outputs are produced using the same

facilities or inputs (e.g., administrative and general expenses).

Thus, cost of service studies are the primary method used to allocate the

common and joint costs incurred by the utility in serving different customer

classes. They are used for five purposes:

1. To attribute costs to different categories of customers based on how those

customers cause costs to be incuned;

2. To determine how costs win be recovered from customers within each

customer class;

3. To calculate the costs of individual types of service based on the costs

each service requires the utility to expend;

Direct Testimony of Paul H. Raab Page 4
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4. To determine the revenue requirement for the monopoly services offered

by a utility operating in both monopoly and competitive markets; and

5. To separate costs between different regulatory jurisdictions.

HOW ARE THE COSTS INCURRED BY THE UTILITY ALLOCATED

TO THE DIFFERENT CUSTOMER CLASSES?

These costs are allocated to the different customer classes 111 three steps:

functionalization, classification, and allocation.

PLEASE DESCRIBE THE FUNCTIONALIZATION PROCESS.

Functionalization is the process whereby the capital and operating costs incurred

by the utility to provide service are categorized by function. The typical functions

of a natural gas utility are transmission, distribution, customer service and

facilities, and administrative and general. The transmission function includes

those assets and expenses associated with the delivery of natural gas from the

field to the distribution system. The assets and expenses involved in the delivery

of natural gas to ultimate customers, except those that can be directly assigned to

a particular customer, are included in the distribution function. Those distribution

costs that can be directly assigned to a particular customer (e.g., service drops and

meters) plus the meter reading and other customer service functions such as

billing and collections are included in the customer service and facilities function.

The administrative and general function includes management costs that cannot

be directly assigned to the other major cost functions.

WHY DOES ONE FUNCTIONALIZE COSTS?

Costs are functionalized so that they can be more easily classified, which is the

Direct Testimony of Paul H. Raab Page 5
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next step in the cost of service analysis.

HOW WAS THE FUNCTIONALIZATION PROCESS PERFORMED FOR

ATMOS ENERGY?

The Company's accounting processes follow the FERC Uniform System of

Accounts. In large measure, this system of accounts records costs by the function

for wh ich they were incurred. Thus, the costs that I work with in the cost of

service analysis are already grouped by function.

PLEASE DESCRIBE THE CLASSIFICATION PROCESS.

The classification process recognizes that the utility's costs are inculTed for a

number of purposes: to meet customers' peak demands (demand-related costs), to

provide energy (energy- or commodity-related costs), and because there are

customers on the system (customer-related costs). The classification process

groups the utility's costs by the purpose for which they were incuned. The cost

of odorant is the best example of a cost that is incurred in direct propOliion to the

amount of natural gas that flows through the system and is therefore classified as

an energy-related cost. On the other hand, metering costs are primarily driven by

the number of customers on the system and would be classified as customer-

related costs.

HOW WERE THE COMPANY'S COSTS CLASSIFIED IN THIS STUDY?

In general, I followed the classifications that are generally accepted by utilities

and state commissions, and relied upon the suggested classification of the

National Association of Regulatory Utility Commissioners ("NARUC").

Moreover, the classifications used in the class cost of service study are intended to

Direct Testimony of Paul H. Raab Page 6
Kentucky I Raab



1

2

3 Q.

4 A.

5

6

7

8

9

10

11

12

13

14

15 Q.

16

17 A.

18

19

20

21

22

23

be the same as those utilized by the Company in its last general rate case filing.

My testimony below explains the specific classification factors employed.

PLEASE DESCRIBE THE ALLOCATION PROCESS.

The allocation process is one in which the functional ized and classified costs from

above are assigned to specific customer classes. It is assumed that the load

characteristics of the customers within each of the major customer classes are

relatively homogeneous with respect to their usage characteristics. Thus, costs

can be allocated to customer classes based on these characteristics. Those costs

that have been classified as demand-related costs in the classification process

above are allocated among the customer classes on the basis of demands imposed

on the system during the peak day. Commodity- or energy-related costs are

allocated on the basis of the energy that the system must supply to meet the needs

of these customers. Customer-related costs are allocated to the different customer

classes based on the number of customers.

HOW ARE THESE COSTS ALLOCATED TO THE COMPANY'S

DIFFERENT CUSTOMER CLASSES?

First, cllstomers are divided into groups or classes. These classes are populated

with customers having similar natural gas demand characteristics. The customers

within each class can therefore be billed pursuant to a single rate schedule

containing a customer charge and an energy charge since their load profiles are

sufficiently similar. Next, costs are examined to determine why the utility

incurred them and how cllstomers' usage characteristics impact the utility's cost

incurrence decisions. Finally, a demand characteristic is associated with each cost

Direct Testimony of Paul H. Raab Page 7
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HOW DO SUCH DEMANDS AFFECT COST INCURRENCE?

design day usage and referred to as the customer's demand.

The customer's request for service is a cost causative demand characteristic that

volumetrically (Met) or in terms of the energy content of the natural gas itself

THAT"USAGE CHARACTERISTICS"WHAT ARE THESE

CUSTOMERS PLACE ON THE SYSTEM?

allocation of the associated cost.

incuned; each customer class' contribution to that cost provides the basis for the

provide, among other things, answers to questions and a monthly billing. Hence,

metering facilities and establishes a commitment on the part of the company to

necessarily results in an immediate investment in a regulator, a service line and

Cost incurrence is strongly driven by t,,>/O primary factors, the physical connection

cost. The amount of natural gas taken from the utility system, usually expressed

the very existence of this customer-utility relationship causes the incurrence of

important cost causative characteristic as well. Additionally, as my testimony will

(therms or Dth) and referred to as the customer's energy use or usage, is an

also driven by the customer's potential rate of energy use, usually expressed in

describe in more detail, the magnitude of costs incmred to serve a customer is

and metering facilities) and establishes a commitment on the part of the company

at which energy is used serves as the link to the incurrence and magnitude of

physical connection to the system involves investments (a regulator, a service line

to the system and the rate at which energy is used. As described above, the

to provide monthly billing, even if no customer usage occurs. Likewise, the rate
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demand related utility costs.

WHY HAVE YOU EMPHASIZED THE PHYSICAL CONNECTION TO

THE SYSTEM AND THE RATE AT WHICH ENERGY IS USED WHEN

DESCRIBING COST CAUSATIVE CUSTOMER UTILIZATION

FACTORS?

There are two very important factors that drive a natural gas utility's cost

incurrence. First, it is a capital-intensive enterprise. Second, the system must be

sized so that it has the capability to deliver natural gas to customers during

extremely cold conditions (the "design day"), even though this intensity of usage

only occurs a few days out of the year, if at all. This combination of capital

intensity and sizing to meet peak day demands dictates the prominence of the

physical cOllilection and the tlrate of use" customer demand characteristic when

discussing the cause of cost incurrence.

WHAT IS THE SIGNIFICANCE OF THE DESIGN DAY DEMAND?

It is necessary first and foremost to safely and reliably meet the simultaneous

loads of all customers. FurthemlOre, transmission plant is built to meet the

highest simultaneous peak established by customers. Therefore, the class

contribution to the coincident design day demand is the appropriate cost causative

factor to be used in the allocation of capital cost carrying charges of facilities to

customer classes.

WHAT ARE THE GENERAL PRINCIPLES THAT SHOULD GUIDE AN

ANALYST IN PREPARING A CLASS COST OF SERVICE STUDY?

Allocation of costs among customer classes establishes the basis to measure

Direct Testimony ofPaul H. Raab Page 9
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existing revenue levels from such classes against the costs incurred by the

Company to serve them. It also provides a basis for establishing actual tariff

prices that will equitably recover the costs associated with providing service while

minimizing inter-class subsidies that may otherwise occur. In brief: using the

class cost of service analysis, the analyst allocates costs to cost causers. The costs

that a utility incurs to serve customers are the transmission facilities to transmit

the natural gas to town border stations, distribution facilities to distribute the

natural gas to homes and businesses, general facilities that provide support to the

tirst two functional groups and the related costs of operation.

Some analysts utilize energy use in a class cost of service to distribute

capital costs to classes. These analysts rationalize this allocation methodology by

pointing out that these facilities serve year-round load. This methodology gives no

weight to the critical point that these facilities were sized and built to meet the

highest demand that occurs during the winter period for Atmos Energy.

During the five winter months of November through March (the winter

heating season), Atmos Energy can be expected to distribute over 75 percent of its

total residential volumes. This vividly illustrates that the use of a design day

allocation methodology links cost incun'ence and the cost causer for demand~

related fixed costs.

Energy-related costs such as odorant vary with the actual throughput and

should be spread to the various classes based on test year throughput. Costs such

as services, regulators, meters, operation and maintenance of these facilities,

customer accounting and other similar costs can he directly linked to given
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customer classes and should be allocated to and collected from those classes.

b. The Classification Study

PLEASE DESCRIBE THE CLASSIFICATION STUDY.

The classification study I prepared for the Company follows the general

guidelines established above. It is easiest to present the details associated with

this process by introducing the specific studies I have conducted. Exhibit PHR"2

contains the complete cost of service study (induding the classifications

developed) for Atmos Energy. The first five pages of the study contain

summaries of the completed cost of service for total and customer-, demand-, and

commodity-related costs. Pages 6 through 19 of the study contain summaries of

the cost classifications employed. Pages 6 through 18 contain classification

schedules for Gross Plant in Service, Reserve for Depreciation and Amortization,

Other Rate Base, O&M Expense, Depreciation Expense, and Taxes Other Than

Income and Net Deductions for Income Tax, respectively. Page 19 summarizes

the classifications developed.

PLEASE DESCRIBE YOUR CLASSIFICATION OF GROSS PLANT IN

SERVICE.

As shown on pages 6-8 ofthe study, a majority of gross plant in service categories

are classified as either lOO% customer-related or 100% demand-related, pursuant

to the methodology outlined previously in my testimony. There are two notable

exceptions to this general rule. First, investments in storage facilities are

classified as 50% demand and 50% commodity, consistent with the classification
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used in the Company's last base rate proceeding. The second exception is

investments in distribution mains, which are classified as approximately 85%

customer and 15% demand, in accordance with the results of a zero-intercept

study.

General Plant, which includes investments in propetiy that cannot

otherwise be included in other plant accounts, is classified in the same way as all

production, storage, transmission and distribution plant.

WHY DID YOU EMPLOY THESE PARTICULAR CLASSIFICATIONS?

As stated earlier, the classification process follows the classifications that have

been previously accepted by this Commission in the Company's last base rate

proceeding.

PLEASE DESCRIBE YOUR CLASSIFICATION OF RESERVE FOR

DEPRECIATION AND AMORTIZATION.

As shown on pages 9-11 of the class cost of service study, the classifications of

the Reserves for Depreciation and Amortization follow the same classifications as

employed tor Gross Plant in Service, since the same factors that influence Gross

Plant in Service also affect the Reserves for Depreciation of those plant

categories.

PLEASE DESCRIBE YOUR CLASSIFICATION OF OTHER RATE BASE

ITEMS.

Other Rate Base items include materials and supplies, gas storage inventory,

prepayments, cash working capital, customer advances and accumulated deferred

income taxes. Materials and supplies, prepayments and cash working capital are

Direct Testimony of Paul H. Raab Page 12
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3
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6 Q.

7

8 A.

9

10

11

12

13

14

]5

16

]7

18

19

20

21

22 Q.

23

classified in the same way as operations and maintenance expenditures. Gas

storage inventories are classified as 100% commodity-related. Customer

advances are classified as customer-related cost and accumulated deferred income

taxes are classified according to net plant, since they would appear to be largely

driven by these investments.

PLEASE DESCRIBE YOUR CLASSIFICATION OF OPERATIONS AND

MAINTENANCE (O&M) EXPENSES.

As can be seen on pages 13-14 of the study, I have general1y classified O&M

expenses in accordance with the NARUC classification models. For example,

other gas supply expenses have been classified as 100% commodity-related.

Underground storage O&M expenses are classified in the same way as

investments in storage plant, i.e., 50% demand-related and 50% commodity-

related.

Transmission O&M expense is classified as entirely demand-related.

Distribution O&M expense classification rel ies on customers for those expenses

related to services, regulators and meters and composite classification factors for

many of the other accounts that make up distribution O&M expenses. These

composite factors are generated within the class cost of service model. A&G

expenses are also classified based on composite classification factors. Customer

accounts expenses, customer service and information expenses and sales expenses

are all classified as customer-related.

PLEASE DESCRIBE YOUR CLASSIFICATION OF DEPRECIATION

AND AMORTIZATION EXPENSE.

Direct Testimony of Paul H. Raab Page 13
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Functionalized depreciation and amOliization expense is shown on pages 15-17 of

the class cost of service study. Functionalized depreciation expense is classified

the same as gross plant.

PLEASE DESCRIBE YOUR CLASSIFICATION OF TAXES, OTHER

THAN INCOME TAXES.

Taxes other than income taxes fall into two categories, ad valorem and payroll-

related. Ad valorem taxes are classified on the basis of plant while the various

payroll-related taxes, most notably FICA taxes, are classified on the basis of total

O&M expenses. Total O&M expenses are also used to classify the DOT

transmission user tax and other taxes. The Public Service Commission

Assessment is classified as commodity-related. Finally, while not a tax, the taxes

other than income taxes schedule includes a classification of interest expense, a

deduction to income taxes. Income taxes are computed elsewhere in the program.

These classifications are shown on Page 18 of the class cost of service study.

c. The Allocation Study

PLEASE DESCRIBE THE ALLOCATION STUDY.

The aIJocation schedules of the cost of service study begin on page 20 of the class

cost of service study. Each allocation section consists of 4 subsections. The first

subsection shows the allocation of the functionalized cost item's customer

component, the second subsection shows the allocation of the item's demand

component, the third the commodity component, and the fourth the total aIJocated

costs. Thus, for example, pages 20-22 contain the allocation of gross plant

Direct Testimony ofPaul H. Raab Page 14
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14
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16 Q.

17

18 A.

19

20

21

22

23 Q.

customer-related costs, pages 23-25 gross plant demand-related costs, pages 26-

28 gross plant conm10dity-related costs and pages 29-31 total allocated gross

plant.

Each line lists the functionalized cost item, the allocation factor used, the

total company classified costs for that item, and the amount allocated of that cost

item to each of the rate classes. These pages continue through page 71 of the

exhibit. The allocation of revenue follows on page 72. Page 73 shows the

classification factors used in the study, while pages 74 and 75 show the allocation

factors used.

PLEASE DESCRIBE THE PRIMARY ALLOCATION FACTORS THAT

YOU HAVE USED IN YOUR STUDY.

There are three types of allocation factors used in this study. As is the case with

the classification study discussed above, these allocation factors are related to

customers on the system, demands placed on the system, and energy demanded

from the system.

PLEASE DESCRIBE THE ALLOCATORS OF CUSTOMER-RELATED

COSTS THAT YOU USE.

Six primary allocators are used to assign customer-related costs to customer

classes: the number of bills, customer-weighted meter investments, and direct

assignment to the four individual customer classes. I used these different

allocators because different customer-related costs are more appropriately

allocated with each.

CAN YOU PROVIDE AN EXAMPLE?

Direct Testimony ofPaul H. Raab Page 15
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14 Q.

15 A.
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Celiainly. The number of customers by class is used to allocate such expense

items as sales and customer service and information costs. Meter investments are

the best allocator for investment in meters. Industrial measuring and regulating

station expenses are most appropriately assigned directly to industrial and

transport customers.

PLEASE DESCRIBE THE ALLOCATORS OF DEMAND-RELATED

COSTS THAT YOU USE.

The two demand allocators used are a class' design day peak, since design day

forms the basis for planning decisions made by the Company and winter volumes,

used to allocate storage expenses.

PLEASE DESCRIBE THE ALLOCATORS OF COMMODITY-RELATED

COSTS THAT YOU USE.

The primary allocator for commodity-related costs is total throughput.

PLEASE SUMMARIZE YOUR ALLOCATION STUDY.

The results are summarized on the first page of the class cost of service study.

While this exhibit shows that all classes are making positive contributions to rate

of retum, the residential class is providing less than the system average rate of

return. All other classes are providing a return greater than the system average

retum. In other words, these classes are subsidizing the residential class.

The exhibit also shows the amount by which each class's revenues must

increase in order to achieve rate of return parity in the section entitled Equalized

ROR (lines 38-47).
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WHY ARE THESE AMOUNTS OF INTEREST TO THE COMMISSION?

One of the primary purposes of a class cost of service analysis is to identify

interclass subsidies that may exist between the different classes of a natural gas

distribution system so that steps can be taken to eliminate them. The equal class

rates of return increase identifies for the Commission the extent to which rates

need to be adjusted so that all identified subsidies can be eliminated.

WOULD YOU RECOMMEND THAT THE COMMISSION ADOPT A

CLASS REVENUE DISTRIBUTION THAT RESULTS IN EQUAL CLASS

RATES OF RETURN?

I do believe that equal class rates of return should be an objective of any rate

design study. Consistent with this objective, my class cost of service study

indicates that the Residential class should cetiainly receive a larger increase than

the other customers on the Atmos Energy system.

DOES THE REVENUE INCREASE ALLOCATION ADVOCATED BY

COMPANY WITNESS MARK MARTIN MOVE THE CLASSES CLOSER

TO AN EQUALIZED RATE OF RETURN?

In general, yes. This can be seen in lines 49 to 58 of page 1 of Exhibit PHR-2. I

have input the revenue increases by class that are proposed by Witness Martin.

Tbe relative return by class (line 57) has generally been moved closer to 1 for

each class based on Mr. Smith's proposed allocation of the requested increase.

21

22

Q. DOES THE STUDY PROVIDE ANY OTHER SUPPORT FOR MR.

SMITH'S RATE DESIGNS?

23 A. Yes. Mr. Martin proposes customer charges that range from $16.00/month for
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3

4 Q.

5

6 A.

residential customers to $350/month for interruptible and transportation

customers. The levels of these charges are well below the customer-related costs

developed in the study and shown on page 2, line 33 of Exhibit PHR-2.

DOES THAT COMPLETE YOUR DIRECT TESTIMONY AT THIS

TIME?

Yes, it does.
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PAUL H. RAAB

Mr. Raab's consulting focus is on the regulated public utility industry. His experience
includes mathematical and economic analyses and system development and his areas
of expertise include regulatory change management, load forecasting, supply-side and
demand-side planning, management audits, mergers and acquisitions, costing and rate
design, and depreciation and life analysis.

PROFESSIONAL EXPERIENCE

Mr. Raab has directed or has had a key role in numerous engagements in the areas
listed above. Representative clients are provided for each of these areas in the
subsections below.

Regulatory Change Management. Mr. Raab has recently been assisting both
electric and natural gas utilities as they prepare to operate in an environment that is
significantly different from the one they operate in today. This work has involved the
development of unbundled cost of service studies; the development of strategies that
will allow companies to prosper in a restructured industry; retail access program
development, implementation, and evaluation; and the development of innovative
ratemaking approaches to accompany changes in the regulatory structure.
Representative clients for whom he has performed such work include:

o Texas Gas Service
o Virginia Natural Gas
o UGI Utilities, Inc. - Gas Division, UGI Penn Natural Gas, Inc., and UGI

Central Penn Gas, Inc.
o The Peoples Natural Gas Company d/b/a Dominion Peoples
o National Fuel Gas Distribution Corporation
o Columbia Gas of Pennsylvania, Inc.
o Aquila
o Kansas Corporation Commission
o Atmos Energy Corporation
o Electric Cooperatives' Association
o Cleco
o Washington Gas
o Western Resources
o Kansas Gas Service
o Mid Continent Market Center.

Load Forecasting. Mr. Raab has broad experience in the review and
development of forecasts of sales forecasts for electric and natural gas utilities. This
work has also included the development of elasticity of demand measures that have
been used for attrition adjustments and revenue requirement reconciliations.
Representative clients for whom he has performed such work include:
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o Washington Gas Energy Services
o Central Louisiana Electric Company
o Washington Gas
o Saskatchewan Public Utilities Review Commission
o Union Gas Limited
o l\Jova Scotia Power Corporation
o Cajun Electric Power Cooperative
o Cincinnati Gas & Electric
o Commonwealth Edison Company
o Cleveland Electric Illuminating
o Public Service of Indiana
o Atlantic City Electric Company
o Detroit Edison Company
o Sierra Pacific Power
o Connecticut Natural Gas Corporation
o Appalachian Power Company
o Missouri Public Service Company
o Empire District Electric Company
o Public Service Company of Oklahoma
o Wisconsin Electric Power Company
o Northern States Power Company
o Iowa State Commerce Commission
o Missouri Public Service Commission.

Supply Side Planning. Mr. Raab has assisted clients to determine the most
appropriate supply-side resources to meet future demands. This assistance has
included the determination of optimal sizes and types of capacity to install,
determination of production costs including and excluding the resource, and an
assessment of system reliability changes as a result of different resource additions.
Much of this work for the following clients has been done in conjunction with litigation:

o Enstar Natural Gas
o AGL Resources
o Washington Gas
o Soyland Electric Cooperative
o Houston Lighting and Power
o City of Farmington, New Mexico
o Big Rivers Electric Cooperative
o City of Redding, California
o Brown & Root
o Kentucky Joint Committee on Electric Power Planning Coordination
o Sierra Pacific Power.

Demand Side Planning. Demand Side Planning involves the forecasting of
future demands; the design, development, implementation, and evaluation of demand
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side management programs; the determination of future supply side costs; and the
integration of cost effective demand side management programs into an Integrated
Least Cost Resource Plan. Mr. Raab has performed such work for the following clients:

o UGI Utilities
o Dominion Peoples Gas
o National Fuel Gas Distribution Corporation
o Columbia Gas of Pennsylvania
o Kansas Gas Service
o Atmos Energy Corporation
o Black Hills Gas Company
o Oklahoma Natural Gas Company
o Washington Gas Light Company
o Piedmont Natural Gas Company
o Chesapeake Utilities
o Pennsylvania & Southern Gas
o Montana-Dakota Utilities.

Management Audits. Mr. Raab has been involved in a number of management
audits. Consistent with his other experience, the focus of his efforts has been in the
areas of load forecasting, demand- and supply-side planning, integrated resource
planning, sales and marketing, and rates. Representative commission/utility clients are
as follows:

o Public Utilities Commission of Ohio/East Ohio Gas
o Kentucky Public Service Commission/Louisville Gas & Electric
o New Hampshire Public Service Commission/Public Service Company of

New Hampshire
o New Mexico Public Service Commission/Public Service of New Mexico
o New York Public Service Commission/New York State Electric & Gas
o Missouri Public Service Commission/Laclede Gas Company
o New Jersey Board of Public Utilities/Jersey Central Power & Light
o New Jersey Board of Public Utilities/New Jersey Natural Gas
o Pennsylvania Public Utilities Commission/ Pennsylvania Power & Light
o California Public Utilities Commission/San Diego Gas & Electric Company.

Mergers and Acquisitions. Mr. Raab has been involved in a number of merger
and acquisition studies throughout his career. Many of these were conducted as
confidential studies and cannot be listed. Those in which his involvement was publicly
known are:

o ONEOK, Inc.lSouthwest Gas Corporation
o Western Resources
o Constellation.

Costing and Rate Design Analysis. Mr. Raab has prepared generic rate
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design studies for the National Governor's Conference, the Electricity Consumer's
Resource Council, the Tennessee Valley Industrial Committee, the State Electricity
Commission of Western Australia, and the State Electricity Commission of Victoria.
These generic studies addressed advantages and disadvantages of alternative costing
approaches in the electric utility industry; the strengths and weaknesses of commonly
encountered costing methodologies; future tariff policies to promote equity, efficiency,
and fairness criteria; and the advisability of changing tariff policies. Mr. Raab has
performed specific costing and rate design studies for the following companies:

o New Mexico Gas
o SEIVlCO Gas
o Enstar Natural Gas
o Atmos Energy Corporation
o Southern Maryland Electric Cooperative, Inc.
o Comcast Cable Communications, Inc.
o Cable Television Association of Georgia
o Devon Energy
o Aquila
o Oklahoma Natural Gas
o Semco Energy Gas Company
o Laclede Gas
o Western Resources
o Kansas Gas Service Company
o Central Louisiana Electric Company
o Washington Gas Light Company
o Piedmont Natural Gas Company
o Chesapeake Utilities
o Pennsylvania & Southern Gas
o KPL Gas Service Company
o Allegheny Power Systems
o Northern States Power
o Interstate Power Company
o Iowa-Illinois Gas & Electric Company
o Arkansas Power and Light
o Iowa Power & Light
o Iowa Public Service Company
o Southern California Edison
o Pacific Gas & Electric
o New York State Electric & Gas
o Middle South Utilities
o Missouri Public Service Company
o Empire District Electric Company
o Sierra Pacific Power
o Commonwealth Edison Company
o South Carolina Electric & Gas
o State Electricity Commission of Western Australia
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o State Electricity Commission of Victoria, Australia
o Public Service Company of New lVIexico
o Tennessee Valley Authority.

Depreciation and Life Analysis. Mr. Raab has extensive experience in
depreciation and life analysis studies for the electric, gas, rail, and telephone industries
and has taught a course on depreciation at George Washington University, Washington,
DC. Representative clients in this area include:

o Champaign Telephone Company
o Plains Generation & Transmission Cooperative
o CSX Corporation (Includes work for Seaboard Coast Line, Louisville &

Nashville, Baltimore & Ohio, Chesapeake & Ohio, and Western Maryland
Railroads)

o Lea County Electric Cooperative, Inc.
o North Carolina Electric Membership Cooperative
o Alberta Gas Trunk Lines (NOVA)
o Federal Communications Commission.

TESTIMONY

The following table summarizes Mr. Raab's testimony experience.

Jurisdiction

Alaska

District of Columbia

Georgia

Indiana

Iowa

Docket Number

U-09-69, U-09-70

834
905
917
921
922
934
989
'1016
1053
1054
1079
1093

18300-U

36818

RPU-05-2

Subject

Rate Design

Demand Side Planning
Costing/Rate Design
Costing/Rate Design
Demand Side Planning
Rate Design
Rate Design
Rate Design
Rate Design
Costing/Rate Desig n
Rate Design
Rate Design
Costing/Rate Design

Costing/Rate Design

Capacity Planning

Costing/Rate Design
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Jurisdiction Docket Number Subject

Kansas 174,155-U Retail Competition
176,716-U Costing/Rate Design

98-KGSG-822-TAR Rate Design
99-KGSG-705-GIG Restructuring
01-KGSG-229-TAR Rate Design
02-KGSG-018-TAR Rate Design
02-WSRE-301-RTS Cost of Service
03-KGSG-602-RTS Cost of Service/Rate Design
03-AQLG-1 076-TAR Rate Design
01-KGSG-229-TAR Rate Design
05-AQLG-367-RTS Cost of Service/Rate Design

06-KGSG-1209-RTS Cost of Service/Rate Design
07-AQLG-431-RTS Rate Design

08-WSEE-1041-RTS Cost of Service
10-KCPE-415-RTS Cost of Service/Rate Design
10-KGSG-421-TAR Demand Side Planning
10-KCPE-795-TAR Demand Side Planning
12-WSEE-112-RTS Cost of Service/Rate Design
12-KGSG-835-RTS Cost of Service/Rate Design
12-GIMX-337-GIV Demand Side Planning

12-KG&E-718-CON Cost of Service
13-KG&E-451-CON Cost of Service

Kentucky 9613 Capacity Planning
97-083 Management Audit

2009-00354 Cost of Service

Louisiana U-21453 Restructu ring/Market Power

Maryland 8251 Costing/Rate Design
8259 Demand Side Planning
8315 Costing/Rate Design
8720 Demand Side Planning
8791 Costing/Rate Design
8920 Costing/Rate Design
8959 Costing/Rate Design
9092 Costing/Rate Design
9104 Costing/Rate Design
9106 Costing/Rate Design
9180 Capacity Planning
9267 Costing/Rate Design
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Jurisdiction Docket Number Subject

Michigan U-6949 Load Forecasting
U-13575 Costing/Rate Design
U-16169 Costing/Rate Design

Missouri GR-2002-356 Rate Design

Montana 02005.4.48 Costing/Rate Design

Nebraska I\JG-0001, NG-0002, NG-0003 Rate Design
NG-0041 Rate Design

Nevada 81-660 Load Forecasting

New Jersey OAL# PUC 1876-82 Load Forecasting
BPU# 822-0116

New Mexico 2087 Capacity Planning
11-00042-UT Rate Design

New York 27546 Costing/Rate Design

Ohio 81-1378-EL-AIR Load Forecasting

Oklahoma 27068 Load Forecasting
PUD 200400610 Costing/Rate Design
PUD 200700449 Demand Side Planning
PUD 200800348 Costing/Rate Design
PUD 200900110 Costing/Rate Design
PUD 201000354 Demand Side Planning
PUD 201100170 Demand Side Planning
PUD 201200029 Demand Side Planning
PUD 201300007 Demand Side Planning
PUD 201300029 Demand Side Planning

Pennsylvania R-0061346 Costing/Rate Design
M-2009-2092222, M-2009- Demand Side Planning
2112952, M-2009-2112956

M-2009-2093216 Demand Side Planning
M-2009-2093217 Demand Side Planning
M-2009-2093218 Demand Side Planning
M-201 0-2210316 Demand Side Planning
R-2010-2214415 Demand Side Planning
1\11-2012-2334387 Demand Side Planning
M-2012-2334388 Demand Side Planning



Jurisdiction

Tennessee

Texas

US Tax Court

Virginia

West Virginia

Wisconsin

Docket Number

PURPA Hearings

GUD No. 9762
GUD No.1 0170
GUD No. 10174

4870
4875

PUE900013
PUE920041
PUE940030
PUE940031
PUE950131
PUE980813

PUE-2002-00346
PUE-2003-00603
PUE-2006-00059
PUE-2008-00060
PUE-2009-00064
PUE-2012-00118
PUE-2012-00138

79-140-E-42T
90-046-E-PC

05-EP-2
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Subject

Costing/Rate Design

Costing/Rate Design
Costing/Rate Design
Costing/Rate Design

Life Analysis
Life Analysis

Demand Side Planning
Costing/Rate Design
Costing/Rate Design
Costing/Rate Design
Capacity Planning
Costing/Rate Design
Costing/Rate Design
Costing/Rate Design
Costing/Rate Design
Demand Side Planning
Demand Side Planning
Demand Side Planning
Demand Side Planning

Capacity Planning
Demand Side Planning

Capacity Planning

In addition, Mr. Raab has presented expert testimony before the Federal Energy
Regulatory Commission, the Pennsylvania House Consumer Affairs Committee, the
Michigan House Economic Development and Energy Committee and the Province of
Saskatchewan. He is a member of the Advisory Board of the Expert Evidence Report,
published by The Bureau of National Affairs, Inc.

EDUCATION

Mr. Raab holds a B.A. (with high distinction) in Economics from Rutgers University and
an M.A. from SUNY at Binghamton with a concentration in Econometrics. While
attending Rutgers, he studied as a Henry Rutgers Scholar.
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PUBLICATIONS AND PRESENTATIONS

Mr. Raab has published in a number of professional journals and spoken at a number of
industry conferences. His publications/ presentations include:

o "Natural Gas as an Electric DSM Tool," American Gas Association
Membership Services Committee Meeting, Williamsburg, VA, September
15,2009.

o "Electric-to-Gas Fuel Switching," NARUC Summer Meeting, Seattle, WA,
July 20,2009.

o "The Future of Fuel in Virginia: Natural Gas," The Twenty-Seventh
National Regulatory Conference, Williamsburg, VA, May 19, 2009.

o "Revenue Decoupling for Natural Gas Utilities," Energy Bar Association
Midwest Energy Conference, Chicago, IL, March 6, 2008.

o "Responses to Arrearage Problems from High Natural Gas Bills,"
American Gas Association Rate and Regulatory Issues Seminar, Phoenix,
AZ, April 8, 2004.

o "Factors Influencing Cooperative Power Supply," National Rural Utilities
Cooperative Finance Corporation Independent Borrower's Conference,
Boston, MA, July 3,1997.

o "Current Status of LDC Unbundling," American Gas Association
Unbundling Conference: Regulatory and Competitive Issues, Arlington,
VA, June 19, 1997.

o "Balancing, Capacity Assignment, and Stranded Costs," American Gas
Association Rate and Strategic Planning Committee Spring Meeting,
Phoenix, AZ, March 26, 1997.

o "Gas Industry Restructuring and Changes: The Relationship of
Economics and Marketing" (with Jed Smith), National Association of
Business Economists, 38th Annual Meeting, Boston, MA September 10,
1996.

o "Improving Corporate Performance By Better Forecasting," 1996 Peak
Day Demand and Supply Planning Seminar, San Francisco, CA, April 11,
1996.

o "Natural Gas Price Elasticity Estimation," AGA Forecasting Review, Vol. 6,
No.1, November 1995.
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o "Assessing Price Competitiveness," Competitive Analysis & Benchmarking
for Power Companies, Washington, DC, November 13,1995.

o "Avoided Cost Concepts and Management Considerations," Workshop on
Avoided Costs in a Post 636 Gas Industry: Is It Time to Unbundle Avoided
Cost? Sponsored by the Gas Research Institute and Wisconsin Center for
Demand-Side Research, Milwaukee, WI, June 29, 1994.

o "Estimating Implied Long- and Short-Run Price Elasticities of Natural Gas
Consumption," Atlantic Economic Conference, Philadelphia, PA, October
10,1993.

o "Program Evaluation and Marginal Cost," The Natural Gas Least Cost
Planning Conference, Washington, DC, April 7, 1992.

o "The New Environmentalism & Least Cost Planning," Institute for
Environmental Negotiation, University of Virginia, May 15, 1991.

o "Development of Conditional Demand Estimates of Gas Appliances," AGA
Forecasting Review, Vol. 1, No.1, October 1988.

o "The Feasibility Study: Forecasting and Sensitivities," Municipal
Wastewater Treatment Facilities, The Energy Bureau, Inc., November 18,
1985.

o "The Development of a Gas Sales End-Use Forecasting Model," Third
International Forecasting Symposium, The International Institute of
Forecasting, July 1984.

o "New Forecasting Guidelines for REC's - A Seminar," (Chairman), Kansas
City, Missouri, June 1984.

o "A Method and Application of Estimating Long Run Marginal Cost for an
Electric Utility," Advances in Microeconomics, Volume II, 1983.

o "Forecasting Under Public Scrutiny," Forecasting Energy and Demand
Requirements, University of Wisconsin - Extension, October 25, 1982.

o "Forecasting Public Utilities," The Journal of Business Forecasting, Vol. 1,
No.4, Summer, 1982.

o "Are Utilities Underforecasting," Electric Ratemaking, Vol. 1. No.1,
February, 1982.

o "A Polynomial Spline Function Technique for Defining and Forecasting
Electric Utility Load Duration Curves," First International Forecasting
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Symposium, Montreal, Canada, May, 1981.

o "Time-of-Use Rates and Marginal Costs," ELCON Legal Seminar, March
20, 1980.

o "The Ernst & Whinney Forecasting Model," Forecasting Energy & Demand
Requirements, University of Wisconsin - Extension, October 8, 1979.

o "Marginal Cost in Electric Utilities - A Multi-Technology Multi-Period
Analysis" (with Frederick McCoy), ORSAlTims Joint National Meeting, Los
Angeles, California, November 13-15, 1978.



Atmos Energy Corporation, KeniuckyJMi'd~'S'tates' Division
Kentucky Jurisdiction Case No. 2013-00148
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5,165,344 3,232,281 1,380,443 62,804 469,816 ;
168,742,006 101,966,418 48.530,654 3,421,485 14,523,448 '

13,367,037 8,364,597 3,572,352 162,527 1,267_561 :
8.5299% 4. 1779iViJ 15.9242% 9.0237%, 28.7745°/,":

tOO 0.49 1.87 1.06 3,37 '
8.5461 Sk,-'__--'8c.;,8o:77..c.=.2':..oV0c.......__.c7"',84=10,...\c:.,__--=4.9~1![} ~.:....~9%;

3
4
5
6
7
8
9

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

! 49
50
51
52
53
54
55
56
57
59

OperatJhg Revenues

Operating Expenses:

Operating & Maintenance
Depreciation & AmDrtization
Taxes Other Than Income
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lncome Before Taxes
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-income Taxes:

State Income Taxes
Federallncome Taxes
Total Deferred Income Taxes
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Income Taxes
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Relative Rate of Re-turn
Percent !ncrease

6.DO';0
35.00%

0.6622%

Total
Compeny

, $

155,374.969

116,962,934
16,518,181
4,662,683

138,143,797

17,231,172

7,536,846

581,660
3,189,433

o
o

3,771,093

13,460,079

252,914,292

5.3220%
1.00

8,113,510
88,520

5,'165,557
166,742,556

13,367,588
8.5300%,

1.00
8.5465%

R€:sid ~ntial

93,601,821

77,269,043
12.321,105
3,263,311

92,853,459

748,363

5,463,274

(262,695)
(1,551,206)

°°
(1,834,101)

2,582,463

183,331,353

1.4086(:/0
0.26

13,055,701
142,441

8,312,058
115,112,022

21,510,20D
8.5300%

1.0D
22,8284%

Commercial e.
Public. Authl":lrlty

45,256,302

34,444,102
. 2,971,705

896,296

38.312,104

6,946,199

1,294,202

339,120
1,859,507

o
o

2,199,627

4,747,572

43,429,599

10.9317%
2.05

(1,043,027)
(11,380)

(004,055)
43,539,840
(1,718,462)

8.5300%
1.00

-3.7719%

Firm
If\dl.!stria~

3,258,958

2,830.124
186,120

60,426

3,076,669

182,289

79,553

-6,162
33,790

o
o

39,953

142,337

2,670,569

5.3298%
1.00

65,463
932

54,411
3,399,765

140.8C6
8.5300%

1.00
4.2920%

Interruptble &
Transportation

13,255,887

2.419,005
1,039,251

4<12,650

3,901,566

9,354,321

699,787

519.272
2,847,342

°o
3,366,614

5,987,707

23,462.772

25.4983%
4,79 i

I

(3 984,627) I

(43,473) I

(2,536,857) I

6,690,930 I

(6,,564,',957) I
8.5300%

1,00 I

-49.1969%:
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-········.···----.····..···························· .
A.t.m.o.s. Ener.gy.c.ar.poratio.n, Ke. ntuc.ky../Mid.S.tates. DiViSiO.n
Kentucky Jurisdiction Case No. 2013-00148

I

F. or.e.cast.e.d.. res.t. pe.riOd:.T...W.elve.Months Ended November 30,2014

SUMMARY OF CUSTOMER COSTS

Exhibit__(PHR-2)
Page 2 0175

Total Commercial & Firm Interruptible &
Company Residential Public Authority Industrial Transportation

$

1 Rate Base 204,262,608 164,067,811 34,250,608 1,847,372 4,095,817
2
3 Return @ Realized ROR 10,870,840 2,937,361 3,790,419 98,486 4,044,575
4 O&M Expenses 24,970,472 21,039,755 3,059,552 82,570 788,595
5 Depreciation Expense 14,636,238 11,527,614 2,613,522 153,774 341,327
6 Taxes, Other 3,044,886 2,469,915 479,263 23,601 72,1D7
7
8 Interes! Expense 6,087,026 4,889,221 1,020,668 55,052 122,085
9

10 Income Taxes:
11
12 State Income Taxes 6.00% 469,769 (191,672) 271,989 4,265 385,187 '
13 Federal Income Taxes 35.00% 2,575,900 (1,051,001 ) 1,491,404 23,388 2,112,110
14 Deferred Income Taxes 0 0 0 0 0
15 Amortization of ITC 0 0 0 0 0
16
17 Total Income Taxes 3,045,669 . (1,242,673) 1,763,393 27,653 2,497,297
18
19 . Total Customer-Related Costs @Realized ROR 55,568,105 36,731,972 11,706,149 386,084 7,743,901
20 Total Demand-Related Costs @ Realized ROR 6,097,743 1,092,260 1,687,813 105,614 3,212,056
21 Total Fixed Costs 62,665,848 37,824,232 13,393,961 491,698 10,955,957
22
23 Total Customers 2,078,493 1,846,837 226,666 2,396 2,594
24 Customer Costs ($/customer/month) $ 30.15 $ 20.48 $ 59.09 $ 205.22 $ 4,223.58
25
26

(3,695,116) i27 Incremental Return @ Equalized ROR 6,552,760 11,057,623 (868,842) 59,095
28 Uncollectibles/PSC Fees 71,492 120,641 (9,479) 645 (40,315) i

29 Incremental Income Taxes 4,171,888 7,039,960 (553,158) 37,623 (2,352,537) i

30
31 Total Customer-Related Costs @Equalized ROR 67,364,246 54,950,196 10,274,669 483,447 1,655,933
32 Customers 2,078,493 1,846,837 226,666 2,396 2,594
33 Dollars/Customer/Month $ 32.41 $ 29.75 $ 45.33 $ 201.77 $ 638.37
34
35
36 Incremental Return @ Proposed Rates 6,552,490 6,007,590 1,163,650 67,439 (686,189),
37 Uncollectibles/PSC Fees 71,490 86,977 4,070 700 . (20,257)1
38 Incremental Income Taxes 4,171,888 7,039,960 (553,158) 37,623 (2,352,537),
39
40 Total Customer-Related Costs @ Proposed Rates 67,363,974 49,866,499 12,320,710 491,847 4,684,918 :
41 Customers 2,078,493 1,846,837 226,666 2,396 2,594 i

~[)ollars/Customer/Monlh $ 32.41 $ _21.c°.L~_........... 54.36 $ .. .• _. 20.5.28..L~1,8.06.0§-,



"--- ----------------_._._._- ---_._-
Atmos Energy Corporation, Kentucky/Mid-States Division
Kentucky Jurisdiction Case No. 2013-00148
Forecasted Test Period: Twelve Months Ended November 30,2014

SUMMARY OF DEMAND COSTS

Exhibit__(PHR-2)
Page 3 of 75

~~~~~- --------------

Total Commercial & Firm Interruptible &
Company Residential Public Authority Industrial Transportation

$

1 Rate Base 32,672,290 13,980,031 6,283,535 565,651 11,843,073
2
3 Return@RealizedROR 1,738,817 (182,798) 649,132 30,131 1,242,352
4 OeM Expenses 1,541,583 659,622 296,477 26,689 558,794
5 Depreciation Expense 1,779,300 761,338 342,195 30,805 644,962
6 Taxes, Other 550,882 235,715 105,946 9,537 199,684
7
8 Interest Expense _ 973,634 416,605 187,249 16,856 352,924
9

10 Income Taxes:
11
12 State Income Taxes 6.00% 75,141 (58,861) 45,357 1,304 87,342
13 Federal Income Taxes 35.00% 412,021 (322,756) 248,706 7,148 478,923
14 Deferred Income Taxes 0 0 0 0 0
15 Amortization of ITC 0 0 0 0 0
16
17 Total Income Taxes 487,162 (381,617) 294,D63 8,451 566,265
18.
19 Total Demand-Related Costs @ Realized ROR 6,097,743 1,092,260 1,687,813 105,614 3,212,056
20
21
22 Incremental Return @ Equalized ROR 1,048,130 1,375,295 (113,147) 18,119 (232,138)
23 Uncollectibles/PSC Fees 11,435 15,005 (1,234) 198 (2,533)
23 Incremental Income Taxes 667,303 875,597 (72,036) 11,536 (147,793)
24
25 Total Demand-Related Costs @ Equalized ROR 7,824,611 3,358,157 1,501,396 135,466 2,829,592 i

26
27
28 Incremental Return @ Proposed Rates 1,048,086 (489,986) 637,608 21,201 879,263
29 •Uncoliectibles/PSC Fees 11,435 2,571 3,770 218 4,876
29 Incremental Income Taxes 667,303 875,597 (72,036) 11,536 (147,793)
30
31 .::rotalpef21,a netf3.i".Lated9osts@J='foposed ~(Ites. _.. __..... _.__.._____L§_~±,_~?L ____.J.!~.?_Q,.:t±2 2,257,155 1}8)3?_9_~_3L9.48,402



Exhibit~~(PHR-2)

Page 4 of 75

IAtmos Energy Corporation, KentuckylMid-States
I Kentucky Jurisdiction Case No. 2013-00148
IForecasted Test Period: Twelve Months Ended November 30,2014

I . .. .. ..,
ISUMMARY OF COMMODITY COSTS

Total
Company

$
Residential

Commercial &
Public Authority

Firm
Industria!

Interruptible &
Transportation

Rate Base

Income Taxes:

Total Income Taxes

Interest Expense 224,778

303,053

46,743
256,309

o
o

7,542,882

700,781
1,072,276

52,962
170,859

576,276
3,598

(36,527),
I

2,643,278 !

26,826,095 i
0.11 i

(57,373)1
(626)!

(36,527)1
!

2,205,405 !

26,826,095
0.08

2,299,930 .
26,826,095

0.08573 .

7,675

3,849

594
3,255

a
a

8,249
90

5,252

10,006
102

5,252

257,545

2,780,851
471,075

5.90 $

2,767,260
471,075
5.87435 $

2,782,620
471,075

5.91 $

13,720
2,720,864

1,541
27,287

21,774
119,397

o

°

86,285

2,895,456

141,171

(61,039)
(666)

(38,861)

366,995
2,187

(38,861) .

31,763,775
5,.380,137

5.90 $

31,864,341
5,380,137

5.92259 $

308,021
31,088,073

15,989
311,087

157,449

(440,679)
(294)

396,502'

622,783
6,795

396,502

(209,810)

(32,361)
(177,449)

o
o

5,283,510

56,803,668
9,637,652

5.89 $

55,777,589
9,637,652

5.78747 $

(172,099)
.55,569,666

32,152
557,681

512,599
5,593

326,365

512,620
5,593

326,365

238,262

36,750
201,512

o
o

476,186

93,553,699
42,314,959

2.21 $

15,979,394

850,422
90,450,879

102,643
1,066,915

92.709,121
42,314,959

2.19093 $

$

$

6.00%
35.00%

93,553,678 55,733,118 32,194,662
42,314,959 9,637,652 5,380,137

~~~--",$_,~~~~-=2::..:.2:..:.1------,,$,---~__~~$ ...5.98 $

State Income Taxes
Federal income Taxes
Deferred Income Taxes
Amortization of ITC

Total Commodity-Related Costs@Equalized ROR
Total Throughput
Commodity Costs ($/Mcf)

Total Commodity-Related Costs
Total Throughput
Commodity Costs ($/Mcf)

Incremental Return @ Proposed Rates
Uncollectibles/PSC Fees
Incremental Income Taxes

Incremental Return @ Equalized ROR
Uncollectibles/PSC Fees
Incremental Income Taxes

Return @ Realized ROR
O&M Expenses
Depreciation Expense
Taxes, Other

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
25
26
27
28
29.
30
31
32
33
33

, 34
35 Total Commodity-Related Costs @Proposed Hates
36 Total Throughput ..

37 ._I.~ mo_dity_C£s.t~.(~!Jlllr::fL...__...__._~~ _



Exhibit__(PHR-2)
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Atmos Energy Corporation, KentuckylMid-States Division ____.'v ...._.,,_._._---~ I -
Kentucky Jurisdiction Case f\l.CJ:_~()}_~:()()148

~----- - -
Forecasted Test Period: Twelve Months Ended November 30,2014 ..- ..._~- -_.•-

I
" .."._-- .- .._---_. -.._- _.-

TOTAL COST OF SERVICE
" ..,-..-

----~

---- ._---_.._-~- ._,_ .......~._ .. -_.._-
I

-- -~_.

I -- .....____.v.v.

._·._..v.·.·.·. _.•.•_- I -_.._------
, Total Commercial & Firm In!~r:r.~fJ!i~le &__. __._---------- ._...""v...,,.v

-----------__ Company Residential Public A':lI_~()...0Y~ Industrial Transportation
$

,
--_......._.•_.....__•._.•.•.•_.•_-~---_ .• _...~. _ ..v.".o. __

.~._._..._._. .•_.._-_._--~- ._._.__.-

1 Rate Base I 252,914,292 183,33 !.L3._S._~_ 43,429,599 2,670,569 23,48221?_-'r---------- ------
2

, 13,460]79
------------ -_ ...._......._--

3 Return @ Realized ROR 2,582,463 4,747,572 i 142,337' 5,987,707_".r .."._.__"._._._~ f----.-.--- ._--_._._--_.~

4 ;O&M Expenses 116,962,934 77,269,043 34,444,102 2,830,124 2,419,665
IDepreciation -Expense

._---~.._----_.~-_._._..~----- -
5 --- _____1~518,1_?_1_ ...- 12,321,105 2,971,705 186,120 , _~:!"()-3.,g,?5.!_
6 Taxes, Other 4,662,683 3,263,311 ___~§§.~96 60,426 442,650
7

""_.•~-_.~
8 Interest Expense

--_._-_._-_.----_._-~_.._- ___--.-2_5.36,846 5,463,274 1,294,202 79,583 ___~~_9_,Z-~L
9 ------- -

10 Income Taxes:
-~,_._._~,-

_ •••~_".v._v•• __ .v••_.~_ -_ ..

11
12 State Income Taxes .......... __~1,~~_ (282,895) . 339,120 6,162 519,272
13 Federal Income Taxes 3,189,433 (12§!_L?Q6) 1,859,507 33,790 I 2,847,342
14 IOeferred Income Taxes 0 0 0 0 0
15 ---~1Amortjza-tio;:;-Of··iTC------

-------
0 0 0 0 I 0

----_.,-~.•,-
16 ,

._-- --------
,

-~-_.......,,- ,,_._._~...~- ._._._._-------:-
17 ITotallncome Taxes 3,771,093 (1,834,101 ) 2,198,627 39,953 3,366,6!~_

18 I
,
,

155,374,969
----

19 Total Cost of Service @ Realized ROR 93,601c~?) 45,258,302 3,258,958 13,255,887 -
20 ,

..J__~__._. I !

--- ........._.-
21

_.~._I-

I

--~._.__.

22 Incremental Return @ Equalized ROR
--~

. ______ §l!.!~'§_~? 13,055,701 (1,043,027) 85,463 ____--.G..L@§.4,627)
__ 2}~ __ Uncoliectibles/PSC Fees I 88,520 142,441

(~~::~.~-m-.-
932 (43,473)-_.__..._~..._..._--_.._._.__._._-~._--~_._~._. ._._--"

24 Incremental Income Taxes i 5,165,557 _______. 8,312,058 54,411 (2,536,85?J
25 -J- ------26 Total Cost of Service @ Equalized ROR 168c742,556 !..1.~,_!_1 2,022 43,539,840 ! 3,399,765 6,690,930
27

,
ii

28 - -",-

29 1r:t.c..':~t!.1~~a.I_!3_~!~r.~_@_f'.:r.t:lP()_~e..?B::1.!..e.~_____. __ .__ .- 8,113,176 5,076,925 2,168,253 98,646 __ 7'§,gL~§J_
30 Uncoliectibles/PSC Fees 88,517 89,253 10,027

-~--

1,020 (11,782)
30 Incremental Income Taxes 5,165,344 8,312,058 '-'---(s6;f6s5 54,411 i (2,536,857)
31 :

~ostOfse;.v;ce-@Proposed Rates~~---~ -f--- ,~"~.•,,.._...- ...._._._._--~----3'2r 168,742,006 107,080,058 46,772,528 3,413,036 11,476,598



E'hibit (PHR-2)
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IA,m", Ene,gy corp;m,ion Ken"'~kYIM;~St~le-,D;j,ion
-- --------

Kentucky Junsdlc1ion Case No 201:H10148
Forec<lsted T~st Penod Twelve Months Ended Nl:lvember 30 2014

ICLASS1FICATION OF GROSS PLANT IN SERIIJCE '

I
Test Year C!a~slf. C!assif. Customer Dem~nd Commodity

'L:ln,,: Acct. $ ~ac!or Basis $ S
I No liD.

I

1 ~ntangit>le Planl-
2

I ~ )QH,{l Organi:-:aUoll B.330 5.4 P, S, T &D Plant 6,90e 1;:l15 106

I
4 3020D FTaTIchises .Con~p.llt5 ll.9.853 5.4 P,S, T&DPlallt 99,409 ' 18,917 1,526
5 )0300 tli:s:c Intangible Plant 99.0
6
7 Total Intangible Pjant: 128,H!2 106,318 20,232 1,632
8
9 Produdlvr! Plant:

10
11 32520 Producing l,e"s€holds 2.353 2.0 Detntll1d 2,353
12 3254Q Rights of l'lay5 83.i1~2 2.0 Demand 83,422
13 3)~OO I'l'od,-:ctio!'l Gab wells E'CJ.uipment 3.4;)2 20 Demalld 3,492
14 33201 Fi~ld Lines 4. 7,163 2.0 Demand 47.163
15 33202 Tr:ibutary Lines 528,218 2.0 Demand 528,2iB
16 3:l400 Fi~ld 1·leas. f, Sta. Equip 1 ~2. 394 20 D~mamJ 192,384
17 336(10 purifi'Cdtion 44,369 2.0 Demant.l 44,369
18
19 Total Productiol1 Plant 901,402 901,402
20
21 Storage Piant
22

! 23 Land 251,127 3.5 Storage (5'0/50) 130,563 130.563
24 35020 Rights of I"lay .j,68:1 3.5 Storage (5{)j50) 2,341 2,341
25 35100 StnlCtut.'8!O and 1mprovem~nt5 l7,916 3.5 StDfaile (5GI50) 8,958 8,95B

25 Compression st",tion Eg\lipment 153,26l 3.5 Storage (50/50) 76,631 76,631
27 35103 I,leas. E. Reg. Std. Structu",,:; :23.,1)8 3.5 Storage (50/50) 11,569 11,569
28 35104 Oth~r Stt'\lcture~ 137,443 3.5 StDfage (5Qf50) 68,721 68,721
29 3520G 'l'Tells \ Riah.'t.E 0' ~I ... it 4,442,222 3.5 Storage (50/50) 2,221,111 2,221,111
30 35201 Nell Constn..l.ctiDn 1,340,86) 3.5 St{)fage (50r50) 670,431 670,431
31 35202 Nell F.ql1ipmellt 4S~,30S 3.5 St{lfage (50/50) 227,654 227,654
32 352']] Cushion GdG 1,694., B:n 3.5 Storage (50/50) 347,416 847.416
33 35210 Lea.8,,:hold.8 178,5030 3.5 Storage (50/50) 89,265 89,26$
M 35211 Storage !':ights 5"1,<;14 3.5 Stmagt> (50/50) 27,307 27,307
35 35301 Fi~ld LIn~s 176,497 3.5 Stmage (50/50) 89,248 89.248
36 3530;: T~:iblll~ty l.:LliE:O 2D$l,4S8 3.5 Stma!;le (50/50) 104,729 104,729
37 35400 COlIlpre::::sol' Stati()Tl Equipmen.t 923,446 3.5 Storage (50/50) 461,723 461,723
38 3551]0 :-!~ct5

, Reg. Equ iprr:~r:t. 240,663 3.5 Storage (50/50) 120,442 120,442
39 35<;:;00 Pta-if.ici'ltion Equip!TIE~nt 163,979 3.5 St{lraoe (50/50) 81,990 61,990
40
41 Tot~1 Stmllge Plant 10,480,201 5,2"40,101 -5,,240,101
42
43 Tram;rnission:
44
45 3.~51,] land & lal1d Rlght$ 26, .970 2.0 Demar-.d 26,970
46 %520 Rights of Way 857,772 2.0 Demand 861,772
47 366D;; stl:llc:tures &0 Irnprove1tlE':nts 019, DC;: 2.0 Demand 49,002
46 3~G03 Othel; St::nlC-tues 60,826 2.0 Demand 60,626
49 36700 Hains Cathodic Pt'otectloJl 406,035 2.0 bemand 405.035
50 J6701 MaillS Steel :n,f';30,9~!) 2.0 Demand 27,830,835
51 36,900 ~1e.<ls , " p.eg. Equipment 57g,D23 2.0 Demand 578,023
52 36.901 Meas. &: Reg. Equipment 2,274,{llEi 2.0 Demand 2,274.016
53
54 Total TrmlSm~s;ion Pfanl 32,093,579 32,093,579
55
5£ Distribution:
57
56 37400 Land &. L,and Rights 531, B19 4.0 Mains 455,023 75,796
59 3"/401 Lar1d :07,325 4.0 M"in'i> 31,9.36 I 5,390
60 37402 Land Rights 253,401 4.0 Main'> 216,809 36,592
61 37;J OJ Land Other :l ,784 4.0 Mains 2,382 402
62 375{)O Struccures & Imp rUveltl",nt 5 ]43,073 4.0 Mains 293,532 ' 49,540
63 37501 St:ructu::;:"es & _ImErovemenL-s T.B. HJl,5D7 4.0 Mains 86,849 14,658
64 3750.: Land Rights -16,591 4.0 Maim; 39.863 6,728
65 37'503 IrnprOVt:!mE'llts 4, DOS 4.0 Mains 3.421 578
66 37600 MdiI15 Cathodic Prate.cti.Qll 11, 31S, lIS 4.0 Mains 9,68'3,755 1,634,361
67 3760 ~ l'l .. ins St_€el 97,584,394- 4.0 M"hs 63,492,995 14,091.399
66 37602 !'lain3 Pl8,st.ic 65,722,D13 4.0 Mains 56,231,611 9,490,402
69 378{lO Med!'! '" Reg-. Std. Equip G",n~"al 5,367.160 4.0 Maim. 4,592,130 775,030
70 379{)O !-leas & R",g. St-a. Equip City GatE! 2,272,991 4.0 Maln$ 1,944,766 328,225
71 379{l5 !·leas &: Reg. Sta Equipment T.b. 1,]94,628 4.0 Mains 1,193,241 201,387
72 380M Set.'vh."{,l'; $l8, 8~J ,H7 1.0 Customer 98,853,417
73 22,574,136 1.0 Customer 22,574,136
74 3 !J.2\l 0 !·Ieter I Ilsta11ai tan" 49,157,105 1.0 Customer 49,157,106
75 383.00 Maust! R~gulato...s 7,239,801 1.0 Cus!omer 7,239,601
76 3B·jiJO Hou~e Reg. Inst.aollacio:lE 154,276 1.0 Customer 154,276
77 38~{l0 ~nq. Heas. r, Reg. Stc\ , Eq'.liprr.~nt 5, 04S, 015 1.0 Customer 5,045;015
76 38-600 Oth~r Prop. On Cu;:;t. Pre", 99.0
79
60 _______ Total Dis_trt.buti(}l'J~·J~I)t __ ~..o.°3258_c





-AtnlOS ~ergy COrPOratTOll~Ken.tuckYiMjd--Slates Divisiorl -- ---------- ----. -----------

Kel1tucky Jurisdiction C~$e No. 2013-00143
Pore-Gasted rest Period: ·rweive Months £':nded November 30, 2.014

CLASSIFICATION OF GROSS PLANT IN SERVICE

Te5t Year Cla5sif. Class if.
Line }\c:ct. I Fador Ba~l$

No. No.
161 Shared Services General Office
162
163 Gelleral:
164
165 39000 SlJucltlres & Improvement~ 6,927 5.4 P, S, T.5. D Plant
166 39005 G-Slruclures & ImrfOvemeflls 1£8, ~43 5.4 P,S,T&DPlanl
167 39009 Improvement to leased PremIses 516,60.9 5A P, S, T & o Plant
168 39100 Offic~ Fumilltfe & Equipmenl 53D,19l 5.4 P,S,T&DPlant
169 39102 Remittence Prt:lcf'$$ing Equip 5.4 P,S,T&DPlant
170 39103 Offfce Machines 5.4 P, S, T & o Plant
171 39104 G-Officf' ~urn~ure& Eqlllp .93 5.4 P,S,T&DPlcmt
172 - 39200 Transportation Equipmellt 5,5iJ3 5A P,S,T&DPI-ant
173 39300 Stores Eqllipment sA P,S,i&DPlant
174 39400 Tools, Shop & Garage EquIpment 14,1'12 5.4 p, S, T & Dplal1t
175 395QO lahor8tmy Equipment 2,347 5.4 P, S, T & DPI<'lnt
176 39700 Communication Eq~llpmenl 1S8,8t>{J 5A P,S,i&bPlant
177 39800 Miscellaneous f:q'Jipmenl ;n,5.46 5.4 P,S, T& DPlal1t
178 39900 Olher Tangible Prope-rty 9,006 5.4 P, S, T& DPlaMt
179 39901 Other Ta~glble Property - Servers - HIW 1,658,562 5A P, S, I" & 0 Plant
f80 39902 Other Tangible Property· Servers - SfW gSB,974 5.4 P, S, T & 0 Plant
181 39903 Other Tangible Property -Nf'twork - H!W 201, gS3 5.4 P, S, T & D Plant
182 39904 O!her Tang. ProlJp.l1y - CPU 5.4 p, S, T & D Plant
183 39905 Other Tangible Property· MF - Hardwam 5.4 P, S, T & 0 Plant
18< 39906 Other Tang. Property - PC Hardwar,e 145,811 5,4 P, S, T & D Plant
185 39907 Olher Tang, Pro~erty ~ PC Software 53, "1~ 54 P, S, T & D Plant
186 39908 Other Tang. Property - Malnframf! sm 5.,7';;1.,472 5.4 P, S, T & D Plant
187 39'909 Olher Tang. Property - App'icalion Software 145,121 5.4 P, S, T & D Plant
188 39924 Other Tang, Property- General Startup Cosls. 5.4 P, S, T & D Plant
189
190 Tal'll Gen!!raI Plant 10,230,069
191
192 CWlP wJo AFUDc 35?,B--l~ 54 P, S, T &0 Plan!
193
194 Shared Servlce5 CUstomer Support:
195
196 General:
197
198 38900 Land 1.64,345 5.4 P, S, T &0 Plant
199 38910 CKV·Land & Land REghtS 14,993 5.4 p, S, T &. 0 Plant
2DO 39000 Strtlclures &.lmprovemenls 75.5, %--l 5,4 P, S, T & D Plant
201 39009 Improvement to leose-d Premises 25.'1,245 5.4 P, S, T & 0 Plant
2()2 39010 CKV-Slructures & improvements 82,629 5.4 P, S, T &. D Plant
203 39100 Office Fu rTl itllre &. Equipment 65.363 5,4 P, S, T 8. D Plant
204 39700 C-ommuniGalian Equipment 11B,380 54 P,S, T&DPIt1i1t
2D5 397in Cl<V·Commllr8(;alfml EqUipment 2,156 5,4 P,S, T&OPlant
206 39800 Mi~ceUanf'OuSEquipment .5.452 5,4 P.S, T&DPI.,n!
207 39900 Other Tan g~b1e Property 5.4 P,S, T&.DPlant
208 39901 Other langlble Prop~rty - Serve,s HIW B<:,18!J. 5,4 P,S, T&Dplant
209 39902 Other Tangible Property - Set\ler-s - srw 154,557 5,4 P, S, T & D Plant

I 210 39903 D!her Titngible Property - Network· HfW llO,823 5.4 P,S,T&DPlent
211 "39906 other 1ang_ Property· PC Hard\'~are 71. >i?O 5.4 P,S, T&DPlant

I 212 39907 Other Tang. PrDpe,rty - PC Soflw'<lrfJ 28,967 5.4 p,~, T&DP!<ltlt
i 213 39908 Other Tang. Pf(lperty - MOirnfrOime SNv 5,'J-86,709 5.4 P,S, r&D Plant
i 214 39910 CKV·O~ler Tangtble Prape.rty '" 5.4 P,S, T&DPlant
: 215 39916 CKV-Oth Tang Prop-PC Hardware 1, 54~ 5,4 P,S, T & DPI<1nt
, 216 39917 C....V-Glh Trtn,g PlOP-PC Software 5.4 -P,S, r&D Plant

217 39924 Olher Tallg. Property. Gf'ner<ll Slar1'Jp Costs 5,4 P,S, T & D Plant
, 218

219 TC1tal General Plant 7,755,998
220

~ 221 CWlP wlo AFUDC 65,180 M P,S, T & DPlalll
222
223 TOTAL PLANT IN SeRViCE 445,835,433
224

__~____ TOTAL CWIP_WIOAFUDC
-- ----- --~~-----

Exhibit (PHR-2)
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Customer oemand Commt:ldily
S $ $

5,745 1,093 88
106,369 20,242 1,633
428,490 81,5~Q G,!J79
439,755 8~,684 5,752

741 141 11·
4,564 8B9 70

11,729 2,232 1S0
1,947 3)0 30

131,763 25,074 2,023
17,871 3,4Dl 274

7,470 1,422 115
1,383,952 263,361

712,457 135,57B

167,505 31,876 2,572

120,940 23,014 1,857
44,714 8,509 687

4,778,727 909,"373 73.371
120,368 22,905 1,848

8,485,108 1,614,683 130,278

296,807 56,481

13'6,312. 25,940 2,093
12,435 2,~66 191

626,68, 119,25<3 9,622
215,025 40,918 3,3-01

68,535 13,042 1,052
64,214 10,317 832
98,188 18,685 1,508

1,790 341 27
4,522 861 69

275,52:-6 52,432 4,239
128,194 24,395 1,968

9"1,920 17,492 1,411
59,237 11,273 910
24,02£ 4,572 369

4,533,774 881,789 71,146
784 149 12

1.278 243 20
597 114 9

6,433,044 1,224,t83 98,771

54,062 10,288 630

36'9,788,482 70,369,325 5,677,626

2.084,803 __12!8,~1L ___ 108,778
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[Atma-s-Eiie-rgy -Co-rporatlon, K6ntuckY/M!d=Stat~s'--6iVJSiQn
-- - -------- --- --- - ---- ---- _._-

IKentucf..-y Jurisdtclion Case No. 2013·0014 B
Forecasted Test Peliod: Twelve Months Ended November 30, 20H

CLASSIFICATION OF RESERVE FoR DEPRECIATION AND AMORTIZATION

Test Year Classit Classlf. CustDmer Den13ml CommDdily
Lin~ Acct. $ Factor Basis $ $
No, Na.

1 IntangIble Plant
2
3 ]OlOO Orgilni2atiG'~ 8,3.30 SA P, S, T & D Plant 6,909 1,315 106
4 302\l0 Fr<lnchig"lfJ & Consents 119,853 5A p, S, T & D Planl 99,409 18,917 1,526
5 30300 Miec Intangiblee t'lCttlt 99.0
6
7 Tolal Inlangible Plant: 126,182 106,318 20,232 1,632
B
9 Production Planl:

10
11 32520 Producing Lea13eholde 904 2.0 Demand 904
12 32540 Rights of l1a'y's 12,963 2.0 Demand 12,983
13 3]100 Pl-oduction Gas N~llel Equipment 3,192 2.0 Dem<lnd 3,492
14 33201 Field Lines 41,1<53 2.0 Demand 47,163
15 TributCiTy Line5 529,956 2.0 De 1118 nd 529,956
16 ]3400 Field 1~;"aB. & Reg. st.Ci.. Equip 191,851 2.0 De rTl<:l nd 191,854
17 33600 Purifi'8ation Equipment 15, '::.8'/ 2.0 Demand 15,287
18
19 Tolal ProducliDn Plant BD1,619 B01,619 0
20
21 Stmage Plant;
22
23 3~01O 1.OJ.nd 3.5 s!orage (SO/50} I
24 35020 Rigtlts of ~ICiy 1,682 35 Storage (SO/50) 2,,41 2,341
25 ]5100 St.ructures and Improve~1ents 5,64l 3' S!Orage (50/50) 2,821 2,821
26 35J.02. CQrnpre5sion Station Equipment. 122,125 3.5 Siorage (50/50) 61,05B B1,05B
27 35103 ~!eaB_ .& R~S· Sta. gt.rvctllJ;)B 21,295 3.5 Storage (SO/50) 12,148 12.148
28 35l0<l Other Structuree 141, D34 3' SlOrage (50/50) 70,517 70,517
29 3.'>200 1'fE;.l1s \ Rights of Nay 5B9,B36 3.5 Slorage (SO/50) 294,91B 294,91B
3D 35201 i'18J.1 ConetrLlcticn l,lB.~,091 3.5 SIcrage (SO/50) 591,046 591,046
31 35202 \'Tell Equipment :;'11,86;,!: 3.5 SlOrage (50/50) 286;931 286,931
32 ],520], Cu~hiDIl G-<1fi 270, JB2 3.5 swage (50150) 135,191 135,191
33 35210 Leasebold8 17B,619 3.5 SIOf<3ge (50150) 89,310 89,310
34 35211 Storage Rights !:i1, 6~~ 3.5 SlOrage (50/50) 26,849 26,849
35 FiEld Lin~fl un,422 3.5 Storage (50150) 93,711 93,711
36' 35302 Tributary Lin""tl 219,S31 3.5 SIOf<3ge (50150) 109,966 109,966
,7 35400 CampresBor Station Equipment Jile, en5 3.5 Storage (50/50) 194,G,37 1'94,037
38 35500 Nea" & Rt';'g. Equipment 240,23B 3.5 swage (50150) 120,119 120,119
39 35600 Purificatian E~'1:ipmeJ:lt 263,999 3.5 Storage (50f50) 82.,000 82,000
40
41 lotal Slorage Planl 4,345,921 2,172;961 2,172,961
42
43 Transmission'
44
45 36510 Land & lani.1 Rights l< 2.0 Dem~Hld 18
46 3 r::s:: 0 R~h(s of Way 434,585 20 Demand 434,585
47 36602 Structures & rmprcv""m~r'1t.l1 11.4H} 2.0 Dermmd (1,441)
48 36603 Other Structue::- 60.5B5 2.0 Demand 60,585

'9 J67(jO MCii..rt!l cat:hodic PrQtectiml 3'J3,101 2.0 Demand 303,101
50 36701 M.Jins Steel 17,OO4.63~ 2.0 Denmr,d 17,OD4,632
51 3690U Neas. &. Reg. Equipment 242,952 2.0 Demand 242,952
52 J690l '" Reg. Equipment ~,8{)5.S42 2.0 Demand 1,805,542
53
54 TQlal Transmission Plant 19,849,972 19,849,972 0
55
58 Dlslrlbutlon:
57
58 374 00 LalJd .Land Right.!l 5'7,115 4.0 Ma[ns 4B.a93 8,252
5S J74.01 Land 1'1,250) 4.0 Mains (6.203) (1,047/
60 ]7402 Land Rights S7,120 4.0 Maflls 48,871 B,248
61 37403 L20ld Other 4.0 Ma[fls
62 J75{){} StructureOl &. Imp~-ovQffiQnts 101,365 4.0 Mains B6.728 14,537
63 ]7501 St:I:Uct<.lJ,-es {, Improvements T. B. 93, l46 4.0 Mains 83,974 14,173
64 37502 L~nd Right9 46, b41 4.0 Mains 39,906 6,735
65 37503 Imp:r:-Clvemenl: s 1.092 4,0 Ma[ns 934 158
66 3/60D Mains CCitbcdic Protect-ion 2,4G3r16~ 4.0 Mains 2,107,476 355,688
67 J760l Na.in:::: Steel 4:!., 4<1'1, '/gg. 4.0 Mains 37.173,842 6.213,957
68 .37602 N<:dn:o:; Plastic l.J,236,019 4.0 Mains 11,324.709 1,911,J10
69 3'7800 Meas & Reg. std. Equip GE!n~r<:\l J.,727.J.5Z 4,0 Mafns 1,477,747 249,404
70 3'7900 MeG'S .& 1".eg. Sta. Equip - City Gate 397.966 4.0 Mains 340,499 57,467
71 37;3'05 ~,1ea;1 & REg, St-<1. Equipment 'l'.b. 1,207,712 4.0 Mains 1,D33,341 174,401
72 38000 Se2--vicCB 47,46<1.,180 1.0 Customer 47,454,180
73 .38100 ]l!et:e:t;:<:i 8,832,960 1.0 ClIS1Qmer 8,831,960
74 J820{l Meter Inst~llaito.n~ lO, 090. 03.6" 1.0 ClIst{Jmer 10,091J,Ot6
75 38300 House Regula.tors 3,231,320 1.0 Cusf.omer 3,231,320
76 38400 HCuele Reg. Ins t.::l 11 <lthll1s ~22, 815 1.0 CustGmer 122,845

1
77 38500 Ind. rrfC<lB. & Reg. Sta Equipment; 2,1]94,605 1.0 Cllstomer 2,894,605

, 78 3RGOIJ Other Prop. (1n Cu8t. Prem 99,0

[--~~ I~lPl~!i!,)!JliQ!!f'~ ~~~,~~J}~~~ ------_._--- -------- 126,395,642 9073,380
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t-AtmosEn-e-rgy coiPoraITon~-KentuciyTM-id~Slate5-DMSTon --

r~~~l~~~e~U~:~~~~r~o~~~:~~~ 2~~~;~~~8ded November 30, 201 'i

CLASSlFlcATION oF" Rl::.SERVE FOR DEPRECIATION AND AMORTIZATION

3\J2-o0

30300

37100
391:l01
3.9'JQ4

39009
39100

3'J2\lQ
39].VO

39400

3%00
39700

39JlDO'

39900
39901
39902'

3~~HB

39:906

39907
399{J8

38900
39000
39002
39003
39004
39009
39iO{)

39103
39200
39201
39202
39400
39603
39604
3g605

39700
39701
39702
39705
39800
399{)i)

39901
39902
39903
39904
39905
39906
39907
39903

2,241
1,000

327
7,806
2,280
6,855

95 :
16,257 :
3,566 '

(1,370)
5,134 '

63
619

4,904
(2,057)

(169)
272 '

(2,748)
(281)
(435)

(1,560)
7,400

3~; i
313 j
447 i

49 ~

23 j
407,

99 J

(33)
2,827 i

490 ~

1,299 :
73~

1,37~ i
(4,592),

6,644 j
310

1
10,D33

(34,242),

1,525
(59,932)

(26,046)

2,140,351

Commodity
$

27,778
12,399

3,935
455

3,874
5,546

604
282

5,045
1,221

(1,034)
35,042
6,077

16,097
909

17,089
(50,914)

82,342
3,848

4,049
96,748
28,258
84,957

1,181
201,615

44,201
(15,983)
53,629

785
7,672

50,777
(25,496)
(,,039)
3,377

(34,054)
(3,486)
(5,388)

(19,338)
91,721

124,417

(424,400)

(322,814)

18,900
(742,800)

31,493,763

Demand
$

20,677
2,393

2D,-358

29,143
3,176
1,431

26,511
6,417

(5,434)
184,145

31,832
84,537
4,777

89,802
(299,084)

653,806

432,702
20,222

145,971
65,155

21,,78
508,406
143,494
446,445

6,204
1,059,481

232,277
(39,245)
334,367

4,125
40,316

319,380
(133,979)

(10,976)
17,745

(178,950)
(18,320)
(23,313)

(101,820)
481,993

(2,230,210)

(1,696,376)

99,321
(3,903,390)

124,271,75D

Cuslomer
$

Class-if.
Basis

P, S, T & D PI.nl
P, S,l & 0 Plant
P. S, T & 0 PI<!nt
P, 8, T & 0 Plant
P, S, I & D Plant
p, S, T & D Plant
P, S, T & 0 Plant
P, S, -r &. D Plant
P, S, T & D Plant
P, S, T & D Plant
P. S, T & 0 Plant
P, S, T & D Plant
P, S, T & b Plant
P. S, T & 0 Plant
P, S, T & 0 Plant_
P, S, L & D Plant
p, S, T & 0 Plant
P, S, T & D Plant
P, S, T & D Plant
P, S, T & D Plant
P, S, T &. D Plant
P, S, T & 0 Plant
P, S, T & D Plant
P, S, T & 0 Plant
P, S, T & 0 Plant
P, S, T & D Plant
P, S,"" &. D Plant
p, S, T & 0 Plant
P, S, T & D PI'nt
P, S, Y &. 0 Plant
P. S, T & 0 Plant

P, S, T & D Plant
P, S, T & D Plant
P, S, T & D Plant

p, S, T &D Plant
P, S, T&O Plant
P, S, T & 0 Plant
p, S, T &D Plant
P. S, T &D Plant
P, S, T & 0 PI.nt
P, S, T& b Plant
P. S, T &0 Plant
P, S, T & D PI'nt
P, S, -r &. 0 Plant
P. S, T& DPlant
P, S, T & D PI'nt
P, S, T & D Plant
P, S, T & D Plant
P, S, T &. D Plant
P, S, T & D Plant
P, S, T & D Plant
P,-S, 1" &. D Plant
p, S, T & D Plant

5,4
5,4
5,4

5,4
5,4
5,4
5,4
5,4
5,4
5,4
5,4
5,4
5,4
5,4
5,4
5,4
5,4
5,4
5,4
5,4
5,4
5.4

5,4
5,4
5,4
5,4
5,4
5,4
5,4
5,4
5,4
5,4
5.4
5.4
5,4
5A
5,4
5,4
5,4
5,4
5,4
5,4
5,4
5,4
5.4
5.4
5,4
5,4
5.4
5,4
5,4
5,4
5,4

Classlf.
Facjor

157,905,864

24, ;329

2,8B6

21,51'.1

}?,136
J,1]29

1,765

31,%3

7,73.7

(6,55J.)

222,0101

38,499
lO~, 9in

5,759

108, 279
13tiO,590)

(2,638,852)

78-8,261

l1S,990

78,554

521, ~87

2'1,3.31

25,654

'612,9'$0

179,032

538,256
7,4l:J0

1,277, :H,3

280,0-15
[107,5:'3-1:J)

403,130

~, 973

48,607

385,061
{lIS 1 ,532)

(D,n3)

21,395
{215,752)

(22,037)

(:}O]., 136)

\l12,51-8)

581, lIS

Test Year
$

119,14.7
(4,706,121)

I.imd &. L,ma Rigbts
Structures F'rCi!'l'le

Air Conditioning Equipment
Imp-;t';Qvcment to leased Premises
Offi-ee Furniture & Equi~(I1.~nt_

Tranaportation Equipment
st.cr~s 8guiprrlent.

Tools, Shop' '"' Garage. Eqtlip-rrt~nt

Pm-rer Operated Equipment
COITItl'lil1Iii~.dt.i?!1: Egv.ipment

Niscellill1!2ouB Equipment
Other Tangible Prope-rty
Othet· TaH$ibl~ Prcperty server~-

Other Tangible Property ~ Sel:vers

Ot.her TcUlgibl~ I'1.:op~r~¥ Net'l.'ork
OthIJr Tang. Property l'-c 1:ltirdw.Cire
Other Tang. Property - PC Soft''''ln~

ot.h~r "Tang. Property - l'T"Iinfr.ame S/W

Retil:emQnt 'I-"'Iork in Progre.BB

Land &. Land Rights
StructuriO.'S FrctmiO.'
Improv.eme:ut.s
Air Conditioning Equipment
Improvement tc liO.'CiSed P.re-mleles

Office [i'ta~liture Ii< Equipment
Remit:.t.anc;':1;; l'rocBs5ing Equip
Tranl'lportation B.quipment
Trucks
'l'railers
Stores Equipment
power Op,;n-ated Equipment
Backhoes
Ne-lder::!
Cornml)ni<:'<:1tioll Equipment
Communicati<ju 1';quipi'l\~I1t l'lobile R£ld

CommuniiJation Equipment Fixed Radi
Cornml.lnic<:1tiQn 'l'elemetering
HiscellilnQ01l9

Other Tangible PrDperty
other T<mgible Prope.l:ty - Servers
Other Tangible Property se~r~

Other Tangible Property - Network
other Tang. prope:;;-t:.y CPll

Other Tangible Property - ME' - :fid.rdw
Other Tang. Prop€rt.y - PC Hardl'l.<u-e
Other 'rang. property - PC Softw2ll,-e
ather Tang. Propert.y Ndinframe S(I')
Oth\:1.- Tang. Property ~ Application S

AR 15. g~n€.rd.l plcillt. ql1lort.i~<J.tion

Ret.irement WOTk in ProgreBB

Organiz<lt.ion

Frcm.ch:iaefl & Consents
!>Hac Intangible ,Plant.

Intangible Pia nt:

Genera!:

Gen-eral:

TOTAL DIRECT RESERVE FOR DEPRECIATION

Tola! InlanglbJe Plant:

Kentucky Mid-Slales General Office:

Tolal Genera! Plant

1"-otal General Plant

Line Acct..
No. No.

81
82
83
84
85
86
87
88
89
90
91
92
93
94
95
96
97
98
99

100
101
102
103
104'

105
100
107
108
109
110
111
112
113
114
115
116
11].
118
119
120
121
122
123
124
125
126
127
128
129
130
131'
132
133
134
135
136
137
136
139
140
141
142
143
144
145
145
147
148
149
150
151
152
153,
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Almos t::nergy COfpDralloll, Kl'lnluckyIMid-StCltes Division
Kenlucky Jur~sd!cHon Case No. 2013·00148
Forecasted Tesl Period: Twelve MonH1S End€ld November 30, 201·t

CLASSIFICATION OF RESERVE FOR DEPRECIATION AND AMORTIZATION

Test Year Classif, Cla~sjf. Customer Demand Commodity
Line Acct. $ Factor aasis $ $ $
No, Ne.

154 Share{j Services General Office:
155
15e General:
157
155 39'OiHi Stl."lJ.ctUl'QI' " ImprO'lerllenttl 357 5.4 P, S, T .& D Plant 304 5a 5
15S' 39005 G-StI.·uc-tures &: Improvements <i1,6J2 5.4 P, S, T -5. D Plant 34,530 6,571 530
160 3900~ rrop:rcv~uler1t: to le~:;;Ed l?remises 508,1368 504 P, S, T & 0 Plant 422,069 80,318 6,48Cl
151 3SHHl Office Furni tur8: t, Equi pll1ellt 33<i,30:!. 504 P,S,T&DP\ant 278,940 53.081 4,283
162 3Sl07. Remittance Pz,-oc8ssing Equip 325 5.4 P, S, T & D Planl 270 51 4
163 39103 Offic~ 1'!ct~hirt~eJ 16O 504 P, S, T & D Plant 133 25 2
164 .39l04 G-OffiL:E FliHliture (" Equip. 111 5.4 P, S, T & D Planl 92 18 1
185 3920a 'J'r~l1l'1po-,."tatiOll Equipment <l,472 504 P, S, T & D Planl 3,709 7D6 57
186 3930D Stm."E!,s RquipmIJnt 42 5.4 P, S, T & D Pisill 35 7 1
187 39400 Tools, Shcp &. Garage Equipm,mt 3,G.:U 5,4 P, S, T & D Planl 3,014 573 46
168 :!.g500 LabLJratDry Equipment 328 504 P, S, T & D Planl 272 52 4
189 3970D Cammunic.<ltjon 63,;:H14 5.4 P, S, r&D Plant 53,ON 10,086 814
170 39800 Ni scellanem.:3 6,284 5.4 P, S, T & D Plan! 5,212 992 80
171 jgsOO Ot.h~:r Tdrtgible PI:-Op,,"rty <:: ,<150 5,4 P, S, T & D Plant 3,691 7D2 57
172 39901 Other Tangible Property Server;1 56~,()58 5,4 P, S, T & D Plant 471,092 89,818 7,247
173 39902 Other Tangible Property - ServE!rs 318.108 5.4 P, S, T & D Plant 263,545 50,209 4,051
174 j9~OJ, ot.h~r Tdngible Fropl':;'rty - Netw-ork 118-,878 5,4 P, S, T & D Planl 9B,60D 18,763 1,514
175 39~O4 Othe:r Tang. Property - CPO 952 5.4 P. S, T & D Planl 790 150 12
176 39905 Othex T;;mgible Property />IF - Hardw 655 5,4 P, S, T & D Planl 709 135 11
177 39906 Otber Tang. l'.r;l:Jp~rt.)' PC B<trdwi.'J,r~ 128.525 5.4 P, S, l' & 0 Plant 105.602 20,286 1,1337
178 ]9907 Othe:r Tang. Prape:rty PC So t: t ~Iare 1\.7,912 5.4 P. S, T & 0 Planl 39,740 7,562 610
179 3990S oth~r Tang. Properti' l-!ainframe sIN 3,980,772 5A P, S, T & 0 Planl 3,301,764 628,313 50,694
180 39909 Other 'l'ang. PLI:.>pert.y - Appli\C.<:1tion S 1!'Jl.394 5.4 P,S,T&bPlant 125,570 23,896 1,928

181 3992<1 Ot.her Tang. PropE!rty - General Start 0 5,4 P, S, T & D Planl 0 0 O.
182 Retirement I'loz.-k in Progress (9) 5A P, S, T & D Plan! (7) (1) (0)
183
184 Total Genera! Plant 6,287,324 5,214,584 992,372 80,D68 :
185
186 Sh~red ,services Cuslomer Support:
187
188 General:
189
190 38900 Land 5.4 P, S, T & D Plan!
191 ],[J910 CKV-Land &; 1<:md Rights 5,4 P, 8, T & 0 Plan!
192 39000 Structures & ImprovementB 1'/9,4S6 5.4 P, S, T & D Plan! 148,546 25,325 2,285 .
193 3~OO9 ImpI."overnent to leased PremiseS! 211, ~nQ 5,4 P, S, T & D Plani 175,661 33,431 2,697
194 3.9010 CKV-9t.Lucttlre~ &. Improv~ments 23.G73 5,4 P, S, T & D Plan! 19,635 3,7'J7 301 :
195 ]9100 Office Fm.--nituH:! (~ ECf..lipn.Lent 8,591 5.4 P, S, T & D Plan! 7,125 1,356 109
196 39700 (':C',mmunication Equipment (J5<i,256) 5,4 P, S, T & 0 PI ani (293,B30) (55,SI5) (4,511)
197 3.9"/10 CKV-CC1l1!llUI1icClt.ion Equipment G?9 5,4 P, S, I & D Plant 522 9. 8 ~

196 3:9[J00 NiscellaneDUS Equipment 203 5.4 P, S, T & 0 Plant 169 32 3
199 39900 Other T,mgible Property \59) 5.4 P, S, T & D Plan! (49) (9) (1)
200 39901 Other Ta~gible Property - Serv~r~ (130,340) 5.4 P, S, T & D Plant (108,108) (20,573) (1,660)
201 39902 Other Tangible Property - SerV0rs (;]36.463 ) 5.4 P, S, T & D Plant (196,!2S) (37,323) (3,011)
202 ],330] Othe .." ~angible Fj.-op<'nty Network 5,533 5.4 P, 8, T & 0 Plant 4,5-89 873 70 .

203 39906 OthQt" ';.mg. Pr01;lBrty l'C H",-rdwc\l."e ~ to, ] OJ l 54 P, S, T & D Plan! (5,228) (995) (80)
204 3930'1 Other Tang" Prope:::-ty - PC Softli/;Jre 15,6:;'5 5.4 P, S, T & D Plant 12,951 2,465 199
205 J,39D8 other T"'-ng. ~rGpeTt.y Naltlf'rame s/w 2,1'70,31..6 SA P, S, T & 0 Plant 1,816,710 345,713 ' 27,893
206' 39910 O:V-Oth<:!l" Tangible ~rop~l:."ty 2:1:2 5.4 P, S, T & D Plan! 176 33 3
207 39.911) CKV-Qth Tang Prop-E'C Hardware Sll 5.4 P, S, T & 0 Plant 673 128 10
208 3.'J9~ 7 CKV-ot.b TClug Prop-PC SQftwilI"fil 2:'02 5,4 p, S, T & 0 Plant 192 37 3
209 3992t} Other Tan9. Propel-ty Gem)r:al Sta:rt • 5.4 P, S, T & 0 Plant 7 1 0,
210 Retin~ment I'/fnk in Progl:.'"eBEI 1l(356) 5.4 P, 8,T & DPI~nl. (1,125) (214) (17);
211

Tot.al Gellera~ Plant 1,908,312 1,562,B06 301,2D2 24,3D2

... TOTAL RE§ERVE FORJJ':PHJCCIATlON 166,869.761 ---------
j31,723,24~_ ~12..54. .__ 2,254,759 '



r
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.Almos En-ergy Corporation, Ken!ucky/Mid-~tates Div"fsion
Kentucky Jurisdiction Case No. 2013·00148

!Foreeasted Test Period: Twelve Months Ended November 30,2014

CLASSIFICATION OF OTHER RATE BASE

Exhibit (PHR-2)
Page 12 of 75

Customer Demand Commodity
$ $

(2,015) (124) (7,298)
14,579 900 52,809

0 0 0

9,415,216
49,029 3,027 177,598

1,058 65 3.832
159,732 9,861 578,000

57,975 3,579 210,005
712,463 43,985 2,580,764 ~,

992,821 61,293 13,011,526 !

(6,194,785)

(9,589,593)
2,705,114
(208,089)
897,784

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

Rate Base Additions:

Materials and Supplies - KY Direct
Materials and Supplies - KY Mid·States GO
Materials and Supplies - Shared Services GO
Materials and Supplies - Shared Services CS
Gas Storage Inventory
Prepaymenls - KY Direct
Prepaymen!s - KY MId-Slates GO
Prepayments - Shared Services GO
PrepaYIll ents ~ Shared Sertices CS
Cash Working Capitar

Total Ra!e Base Additions

Rate Base Deductions'

Customer Advances - KY Direct
'Ctlstomer Advances - KY Mfd-States GO

Customer Advances - Shared Services GO
Customer Advarlces - Shared Sel\llces CS
ADIT - KY Direct
ADiT - KY Mid-Slates GO
ADIT - Shared Services GO
ADIT - Shared Services CS

Tola IRate Base Deductions

TOTAL OTHER RB

Interest on Customer Deposits__

Test Year
$

(9,437)
68,287

o
o

9,415,216
229,654

4,955
748,194
271,559

3,337,211

14,065,640

(2,745,576)
o
o
o

(71,043,224)
20,040,473
(1,541,599)
6,651,113

(48,638,812)

(34,573,172)

o

Classlf.
Factor

9.1
9.1
9.1
9.1
3.0
9.1
9.1
9.1
9.1
9.1

1.0
1.0
1.0
1.0
5.7
5.7
5.7
5.7

1.0

Classff.
Basis

Allocated O&M Expenses
~llocated O&M Expenses
Allocated O&!\l1 Expenses
Allocated O&M Expenses

Commodity
Allocated O&M Expenses
Allocated O&M Expenses
Allocated O&M Expanses

Allocated O&M Expenses
Alloc.ated O&M Expenses

Customer
Customer
Customer
Customer
Net Plant
Net Plant

Net Plant
Net Plant

Customer

(2,745,576)

(60,580,898)
17,069,172
(1,314,572)
5,671,623

(41,880,251)

(40,887,429)

(872,732)'
246, 188 1
(18,938),
81,708 I

(563,776)1

I
(6'133'49:)~~~447'::j
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TestYeilr CI.ass.1, Ct3ssQ' Customw Dem~nd \Xlmlllatill'j
Ac",t, I F::J1:!or B<l5i:> , , I

04 Dl5lJibtJoon'

9> OpeJ[~lJoo

96 6700 5\Jpcr,i~jrm ;lld Enllinooriog 1,3.86, ~6a lG.(J Composile o~ AeGis, 87i--B79 & aBa=s93 l.269,i-:'l 1n,5~ 3,467
07 8710 Di"tribIJUon lo"d m~ochlnl:l 293 3.D ComrTlQdi\y 293
96 87'':1 06QIl;;alion 3,3{)3 3.0 COOllHadity 3;~D3

99 67'" Comp1'Il~';{)rStation Labor & Exp-e-lise,s 0 3.0 ComrnmMy
100 81'10 Mains..'. Services 2,874,065 4.1 M::Jins,'to Services 2,588,851] 2B7,2C9
101 875Q Me-3'alJrlng "lid Regl~I{l~ng Silltloli Exp. r Gen 206,973 12,0 C(Jmpo~lleof Acc~,.3?4-:379 228,422 :'JS,fl51
102 8160 Mll:lSLJring a~:J RolgtJlating Sta~on Exp. -1".<:1 23,7('4 '" C,-<stum13r 2:,3.764
1C3 077" Measuring a"d Regti1~ti~ St;:L t;:xp. - Clt-j Gi':1w 77,5-53 12.0 Compos:!:,.; QI Accts_ 374-379 :66,354 1,1.19-9

", 8780 Meter.> ;)nd HQli5e RegulalDr 2<~oc~ 818,400 '" CtJ5tomer 818,~oo

105 8190 Cu!>lcmsr 1(l;.t;llalloM E"':pensa 20,36<1 ," Customer 20.364
lee 'BOO Ol!1mExp1311Sll 139,277 H1.O CDmpaSIT(l of Accts_ 871...a79 & 886--B..CY;l 127,519 11,409 3,18

'"7 ssm R.en15 428,101 10.0 Cumpasrtt' uf A-=ts. 871--879 & t.:86-B93 3Ei,'961 35,069 1,071
100 M-aJn!snanee
109 .'50 Malnt~rlance Sl,l,p<3r\~Qjonar-d Englneerir-,g 2,J4.El 10.0 CoClmposile t'f Acc'b> 871 -879 & 8El6-893 2,516 225
110 11660 M;llnl<trlanctl Qf Stft.'Gtums ~l'1d ImprcWtm.mts 4,337 1~0 Cumpnsit" of hcts. 37,vmi 3,710 6~6

111 8370 M"lntw.an-:e CJf Mains ::lG,400 12.0 COITlpO:oJt.e (Of kx:hi, 37(j-,378' 31,144 5.255
112 0090 Majnt\l'no:rv.;:a Df CDrTJPreESOr ".talki" eq'.I1pmen! 6,958 3.0 COlnm'ldity 6,959
113 B900 M;:;int of Me:.swil'lg ~m1:! Rfl,gulatf!l{l Stltioo Equip..• (;.e,netal 5,189 120 cOmp:lsrre ef Accts 374-,ln) 5,291 894

114 8910 l'&int <:J Mt'<l,;Ullng and Re,gu!atl!li:J Stiliarl E11uip_ - tr.du5trjal 4,6S'5 1.0 ClJstorr..er 4,695
115 89::'0 M;.>!n!. ~r Measuring find R~ui:.'1t1ft9 SlLi!iQn E1:juip_ - City Gate 13,741 120 COr'l'\P¢"II" <jfkds. 17_1_319- 11,757 1,9-84
116 8930 Maint<ln~n.:;.. 'Of Sel"ilcas 48,651 1.0 c',lslOffi!lr 4B,651
117 8940 !iarnt<."nance Qf Meters ami House f'l,~ulat:)Js 14,595 10 Cmtomer 14,5%
116 8950 Mllln\"f'.ance ",r Other Equipment 0 10.D Corl1lX'"lt" of Acds. 871--a19 & el35-ffi3
119 Towt DL'&tributioo 6,176,666 <5,655,144 SC5.97l;> 15,.j<1-6
120
'21 Customer I\coounl'a:
122 0010 Slipet'lllSloli (202) 1.0 C\t~iomer WZj
123 "'20 MelQr Rsadlng Exp!l"IlSO 1,321,38'4 1." Crn;.ton1~r 1,321,394
124 0020 CU5tom"r Reccrds and Collection 8rptlnses 357,551 I." Cus1cmer 357,55:
125 9a~(] tJl':colle1;.lib~Aa:aur-.t:5 '324,479 1.0 Clli~Cm(lr 324,479
12\1 0050 MI~~lar.eo1Js Cl.Istomer Ar.Wl,jrlt$ EKPen5es 0 1." C~ome-r

127 Total CUslllfrwr AccDurots 2.llil3,n3 2,OOJ,223

12'
129 Custo-rne-r S~fYlce and Idorms;~r1

120 0010, Slipervlslon 0 1.0 CU5tomer
131 6080 C·Jslarr.er A<;.o;j<;1a~Col3 E"xpense,-; " 1." Cul>loll1sr
132 "'''' lnformatiDn;J1 and lf1s\ru\;~oml Advertislllg E""':p1l'Ilst<s 1:':11,918 1 0 CuslorT)13r 13.3,91e
133 9100 MI5C!;9al'eOU5 Customer Se""'~(> and lr.rormClI'.oJT.:lt E~·p{mse$ 0 ~,O Cu5!omef
134 TOl'l1 Cuslonl&r SRrviC8 and Information 133,916 133,918
135
136 Sales
137 9110 SlJpe-JVl~on 218,~72 1.0 Cus!omer 21a,372
13. 912D DSll'\ol\str;:,ting and Slll~ir>g EKpsnSG$ 1:.J.W9 10 CU$lomer 1'3,900
109 913D AdYElr!ising ~xfl'Bns.es 10,934 1.0 Cus!Qmsr 10,934
I'D 9160 M;~(lI;:mElOlliS~les E')(p[J~e3 " 1.0 Cuo;;!omElr
141 Tornl Sales 24-3,215 24'3.215
142
143 Administrative 8. Geneml
144 Operatjen

145 9200 '\dmlnls!ratlv<:I and Gen~ral Salaries 394.702 17.0 Composite of Accls, 870-902, 905-9i5, 920\ & 92a·S3-D.i 363,838 25,001 773
14. 9210 OffiUl Supp~lls-and E)::pen~£ <1,391) 17:0 Camposjte of Aceto;, 87()'902, !IDS-9iS, 9~4 &. 92.tl-93a_1 (1,300) (./36)
147 .2<'(J AdlT'jr.;str.:llNa E."pens<3s. Tr.ln5mrrfN:l_ Custanwr Support B,071,35D 1.0 Cus.lom"r 13,071,350
145 92..."'0 Adml~:;lralJ%!;xpeflse$ T{lIl1;;ferr,,<l-G~ller.l1 158.005 17.0 Col'l1posEts of Accls, S7{}-..Q{l2, 905-916, 924 &. 92El-·930.1 1·j8,0192 10,101

149 9:1~{} Ouls.'do ServiClls Employ",d 74.6....08 17,0 CompG'Sit!;l oj Ac.cts, 87Q-.9a2, 905-916, il:24 & 928.'93(L1 59,1]03 4,748

150 9040 P(0P'lrtl'lnsur<ln= 18,586. 5.7 Net P~ant 15,934 2,522
151 9250 Injuries :md D:im:ige5 '3,269.740 11.0 Compasoo 01 Acds. 870-002, 005-Q16, 924 S. 928-~W.1 3,OS-S,1l81 2Cl1,fl52
152 9200 Employee f'.e,n~lons Md 8slieflt-; 2,B40 17.0 Compo-site of Ao::ls, 87o-$'(l~ 90-5--916, 924 & 9;28·930.1 2,654 181
153 9270 Frar;d\jstl'R<JqLJm/l'fll nts 111,840 1." C:usmmer 111,84G
15< 9281l RagubtOl)' Commi5Siorl E~p€r:se5 105/,61 10 ClJs!amer lOS,6c;7

10' 830.1 Gener.:ll AdYerd5rng E~pen5es 10 Cu~omer

156 930,2 Mj;.wlleM<lWE; GenlF,lf<11 E:<po&(1$s (:12,371J 17,0 Cempo,;He of Acels, 87D-002, 8G5--916, 924 & 928-H30.1 (:to,905) (1,422)

157 ~l{J R!l!'1ffi 7.618 F~O Cornpas!tfl of Aecls.. 87().OO2, 805-916, 924 &. 928-930_1 7.119 484
'58' Mo:in\enance
159 9320 Malnlenanw of GenE;lla! PI<tnt " 17.0 Compos1ie 01 Acct>:, &70·9Q2, 905--916, 924 & 928-930.1
180 Tflta1/1...G 1't, j 92,284 \$,934,973 249,4613 7,8';2

161
___..:!..1.§,~62,9~---------------- ~~~AZL 1,~41,5B3 _~~~~9
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Atmos Energy Corporatf{J!1, KentuckyfMid-States Division
I<entucky Jurisdiction Ca.se No, 2013-00148
Forecasled Test Period: Iwe!ve Months E::nded November '30, 2014

CLASSIFICATION OF DEPRECIATION EXPENSE

Test Year Classif. C~assif. Customer Demand Commodity
Line Acct. $ Factor Basis $ $ $
No. No.

1 lnlafl.gible Plant
2
3 }0100 OTganization 5.4 P, S, T & D Plant
4 30200 Francbises & Consents 5.4 P, S, T & D Plant
5 30300 Ni,gc Intangible Plant 99.0
6
7 Total In1a ng ible Pia n!:
8
9 Prod uclion Pia nt:

10
11 , 32520 Producing Lea5ehold5 51 2.0 Demand 51
12 32510 Rights of Ways 1,699 2.0 Demand 1,699
13 331QO PrCld,-H~tiQIl GoH3 NeIls Equipment: 2.0 Demand
14 33201 ~'i~ld Line~ 2,0 Demand
15 33202 'l'rlbutary Lin~~ 2,0 Demand
16 33400 Field Mea;,>. &. l{eg. Sta. Egldp 3,001 2,0 I Demand 3,001
17 3360D Purification ~quipment 996 2.0 Demand 996
18
19 Total Produclion PJaflt 5,747 5,747
20
21 Storage Plan!:
22
23 3S01° Land 3.5 Storago (50150)
24 35020 Right,'; of NilY 3.5 Storago (50150)
25 35100 Structures and Improvements 293 3.5 Siorago (So/sa) 146 146
26 35102 Compression Station Equipment 1,704 3.5 Storago (50150) 652 852
27 35103 r.~o:'!a.s • &, Reg. Sta. Structues 3.0 Storag~ (So/sa)
28 35104 Other Structur~8 3.0 Siorago (50/50)
29 35200 I'lells \ Rights of I'ray 82,144- 3.5 S'orage (50150) 41,072 41,072
30 35201 \"ell Cons true t ion 19,039 3.5 S'orage (50/50) 9,519 9,519
31 35202 Well Equipment 3.5 S'orage (SO/50)
32 35203 Cushion Gas 29,356 3.5 S'orage (50/50) 14,678 14,578
33 3521G Leaseholds 3.5 S'orage (50/50)
34 35211 Storage Rights 3.82 3.5 Siorage (50/50) 191 ' 191
35 35301 Field LiEeB 3.5 Siorage (50/50)
36 35302 'I'I.:ilmtary Lines 3.5 Storage (50/50)
37 3S40G CompreElsor Station Eguipment 15,OB6 3.5 Slorage (50/50) 7,543 7,543
38 3S500 Meas &. Reg. Equipment 1,742 3.5 Slorage (50/50) 871 871
39 35600 Purification Eqnipmer.t 110 3.5 Siorage (50/50) 55 55
40
41 Total Storage Plant 149,856 o ' 74,928 74,928
42
43 Transmrssion:
44
45 306510 Land & land Rights 2,0 Demand
48 36520 Righls of Way 13,0-66 2.0 Demand 13,066
47' :>60$02 St:t"ll.cl:.ul:."e~ & rrt,prc'"~meTits 887 2,0 Demand 887
48 ':>6603 Other St.ructu~:'S 'J3<j 2,0 Demand 734
49 ':>0700 "'ldi!!s Cathodic Prot~ctiort 19,980 2.0 Demand 19,980
50 36701 Nains Steel 578,tn3 2.0 Demand 578,413
51 36900 lI~eas_ &. Reg. Equipment 12,003 L.O Demand 12,003
52 36901 !"leas _ &. Reg. Equipment 45,879 L.O Demand 45,879
53
54 Total Transmission Plant 570,963 . 670,963
55
56 DistribuUo n:
57
58 ' 374GG I,and &: Land Ri ght8 4.0 M.ains
59 374-Dl :L,and 4,0 Mflins
60 3'1402 Land Rights 4,289 4.0 Mains 3,670 619
61 374.'03 ~.and Other 4.0 Maill$
62 rJ5QO StI.·uctureB " Improvements 7,321 4.0 M<lin$ 6,264 1.057
63 ' 37501 Structurea " I mprevements T.E. 2,168 4.0 Mains 1,855 313 .
64 37502 Land Rights 4.0 Mains
65 37503 rmp;r;-ove(l\e)1.t~ 86 4,0 Mains 73 12
66 37600 Md,lns Ca ~hodi c: PX"t:Jtect.iQn 556,692 4,0 Mains 476,305 80,388

! 67 376'01 M"dn~ ~:a:~~l 2,345,591 4.0 ' Mains 2,006,883 ' 338,709
68 376M. ~1Ciin~ PlCi!lt.ic 1,564,702 4.0 Mains 1,336,755 225,946
69 ~naoo Me3;l &. Reg. Sta. ~quip Gene-ral 161,845 4.0 Mains 136,474 . 23,371
70 3790D Meas & RE'g. Sta, Equip City GCil;:1O' _58,890 4,0 Mains 50,386 ' B,504
71 37905 t-Ieas (" Reg. Sta. Equipment T.b. 36,252 4.0 Mains 31,Ot7 5,235
72 38DOO Services 4,173,918 1.0 I Customer 4,473,9t8
73 3810(1 ME'teTs 1,773,300 1.0 Customer 1,773,300
74 3B2 a (1 Meter Installaitons 2,132,919 1.0 Customer 2,132,918
75 383Q0 :Ho1..lse Regulators 235,602 1.0 Customer 235,602
76 3S4QO House Reg. Installations 3,8<1.1 1.0 Customer 3 1841
77 38500 Ind. Neas. &. Reg. 5ta. ~guil?ment 157,854 1.0 Customer 157,854
78 3B6QO Other Prop. On Cuat. Prem 99.0
79
80 _ Tglal Distribution Plant 13,515.271 , !",83L,117 • !J84,,15L.



Atm05 Energy corporai~Kenlucky/Mid~ates Division
KenlucKY Jurisdiction Case No. 2013-00146
Forecasted Test Period: Twelve Months Ended NO\lember30, 2014

CLASSiFICATION OF DEPRECIATION EXPENSE
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___T"o""ta",l General Plaflt

Acct.
No.

Lin~

Hr..
81
82
83
84
85
86
87
88
89
90
91
92
93
94
95
96
97
98
99

100
101
102
10,
104
105
106
107
108
109
110
111
112
113
114
115
116
117
118
119
120
121
122
123
124
125
126
127
128
129
130
131
132
133
134
135
136
137'
138;
139
140'
141,
142
143
144
145
146
147
146
149
150
151
152

38900

39000

39002

39003

39004

39009
39100
39103
39200
39201

39202

39400

39603

391'104

39'605

39700
39701
39702
3970$
39800
39900

199ul
39902

3.9903.

3.9904

3.9905

3.9906

3.9907

39908

30100

3D200

30300

37400
39001
39004
39009
39100
39200
39300
39400
39600
39700
39600
39900
39901
39902
39903
39906
39907
39906

General:

Land & land Righis
StnJclures Frame
Improveme r1 ts
Air COlldilicni ng Equ ipme nt
improvement to le,ased Premises
Office Furniture & Equipment
RemiUance Processing Equ!p
Transporiation Equipmenl
Trucks
Trailers
Stores Eqll~pment

Power Operated Equipm",nt
Backhoes
Weld€rs
Communlca,tio(1 Equipment
Communication Equipment - Mobile Radios
Communication Equip1nent - Fixed Radlos
Communlcafj{)n Equip. u Telemelering
Miscellaneous Equipment
Other Tangible PmpBrty
Other Tangible Pmperty - Servers ~ H/W
Other Tangible Property - Servers ~ SJ\N
Olher Tangible Property - Network ~ HIW
Other Tang. Property - CPU
OlherTallgible Property- MF - HaJ~ware
OlherTang:. Property - PC Hardware
Other Tallg. Property - PC Sottware
OlherTalig-. Property - Mainframe srw
Olher Tallg-. Property - Application Svftware
AR 15 general plan! amortization

Total General PlanI

TOTAL DIRECT DEPRECIATION EXPENSE

Kentucky Mid-Slates General Office:

lnlangib!e Plant:

Organization
Franchi.se.<o &. Consent.s
r1i13c Int<lngible Plant

Tot.llntanglble Planl:

General:

Land & Land Rights
SlructU(l'lS Frame
Air Conditioning Equipment
Improve-menl to leased Premises
Office Furniture & Equipment
Transportation Equlpment
Simes Equipment
Tools, Shop & GafCl9€ E~Lliplllent

Powe_r Operated Equipment
Ccmmunicalion Equipment
M!sce!laneous Equipment
Other Tangible Property
Other Tangible Property ~ Servers ~ HfW
Other Tangible Property - Servers - SNoJ
Oth",rTangible Property - Nelwork- HIW
Oth",r Tang. Pr'O perty - PC Hard.,,<l re
qtherTang. Praperty - PC Software
Other Tang. ~raperty- Mainframe SNV

Test Year
$

16,900

30,239

96,791

135,043
8,234
9,621
5,096

24.,7D2

B,360

125,081

41, ':150

255,335

698,212

15,240,048

o

2,696

;:,095

162

-4,710
60S

1, no
20, '121

16,430

65,546

114,335

Cla5sif.
Factor

6,4
5,4
5,4
5,4
5,4
5.4
5,4
5,4
6,4
5,4
54
54
54
5,4
54
54
54
54
54
54
54
5,4
54
54
54
5.4
5.4
5.4
5.4
5.4

5.4
54
5.4

5.4
5.4
5.4
5.4
5.4
5.4
5,4
5,4
5.4
5.4
5.4
5.4
5.4
5.4
5.4
5.4
5,4
5,4

Classif.
Basis

P, S, T & D Plant
P,S,T&DPlant
P,S,T&DPlant
P, S, T & D Plant
P, S, T & D Plant
P,S,T&DPlant
P, S, T & D Plant
P,S,T&DPlant
P,S,T&DPlant
P,S,T&DPlant
P,S,T&DPlant
P,S,T&DPlanl
P,S,T&DPlant
P,S,T&DPlant
P, S, T & D Plant
P,S,T&DPlant
P, S, T & D Plant
P,S,T&DPlent
P, S, T & D Plant
P, S, T & D Plant
P, S, T & D Plan.

, P, S, T & D Plan.
P, s, T & D Plant
P, S, T & D Plant
P, S, T & D Plant
P, S, T & D Plant
P, S, T & D Plan!
P1 S, T & D Plant

, P, S, T & D Plant
P, S, T & D Plant

P, S, T & D Plan!
P, S, T & D Plan!
P, S, T & D Plan!

P, S, T & D Plant
P, S, T & D Plant
P, S, T & P PI~nl

P, S, T & D Plant
. P, S, T & D Plant

P, S, T & D Plant
, P, S, T & D Plant

P, 8 1 T & D Pla_f1t
P, S, T & D Planl
P, S, T & D Planl
P, S, T & D Plant

, P, S, T & D Planl
P, S, T & D Planl
P, S, T & D Plent
P, S, T & D PI.nl
P, S, T & D PI.nt
P, S, T & D PI.nt
P, S, T & D PI.nt

Customer
S

108,953

22,311

25,081
80,281

112,009
6,830
7,S60
4,227

20,468

6,934
103,746

34,360

211,762

745,002

13,576,119

2,236

1,738

134
3,907

502
1,136

17,186

13,628

54,366

94,633

Demand
$

20,733

4,246

4,773
15,277

21,315
1,300
1,519

604
3,899

1,320
19,742

6,542

4G,30t

141,771

1,577,563

o

425

331

26
743

96
216

3,270

2,593

10,346

Commodity
$

1,673

343

385
1,233

1,720
105
123

65
315

106
1,593

528

3,252

11,439

66,366

34

27

2
60

8
17

264

209

635

i
__ 1,456 I



l:Atrnos Energy Corporalion, l,enlud;y/Mid-Stltes6fVfsfOn--
1Kentucky Jurisdiclion Case No. 2013-90148

!
FOreCaSled Test Period; T~elve Months Ended No'~mber30,2014.

CLASSIFICATiON OF DEPRECIATION EXPENSE

Exhibll (PHR·2)
Page 17 0175

L;in~

NO.
153
154
155
156
157
158
159
160
161
162
163
164
1£5
16S
167
166
169
170
171
172
173
174
175
176
177
178
179
180
181
182
183
184
185
166'
187
188
189
190
191
192
193
194
195
198
197
196
199'
200
201
202
203
204
205
206
207
208
209
210
211
212
213
214

39000
39005
39009
39100
39102
39103
39104
39200
39300
39400
39500
39700
39600
39900
39901
39902
39903
39904
39905
39906
39907
39908
39909
39924

38900
38910
39000
39009
39010
39100
39700
39710
39800
39900
39901
39902
39903
39906
39907
39908
39910
39916
39917
39924

Shared Services General Office

General'

Stnl.ctuye<:: {., Impro"Jemet1tB

G-Struct1.nes {< Improvem~nts

Improvement to leased Premisea
Office l'·u~njture. & B:quipment
Ilell1ittallce P.::cace.sslng Equip
office. ~lachjneB

G-Office Furniture & Equip.
Transportation Equipment
StQre~ EquiJ?ment
Tools, SJ:lQP &- Gar..age Equipment
Labol~atQ-ry Equipment
Comrn:ul1iC!~tion F.~irment

Miscel1,,:rneo"Us EqJ).irment
Other 'l'angible l?rop~l·ty

Other 'l'angible Prop~l·ty Serve"l-S
Other 'l'angible Prop~L·ty Ser\fen,
Other 'J,'angible Prop~L·ty Network
Other 'l'any. flropE'rty CPU
Othl2:r Tangible Property N~ H;;n:dl\

Othe:r Tang. Propert}' PC HCird\';-'l;r;e

Othe~' Tang. Propel.'ty - PC ~.cft\·;a"tp,

Othe:L' 'J;'ang. P.ropel.'ty - Malnfra'l1e S/~i

Othe:r Tang. Pl'Opel.'ty - ]i.~ppl~cClt:ion ~

Other Tang. Property General SLCl.rt

Total General Planl

Shared Services Customer Support·

General:

Land
CKV-Land & Land Rights
Slructures & Improvements
Improvemenllo leased Premises
CKV-Structures 8. ImprDV'ements
Office Furniture, & Equipment
COmmunlcalion Equfpment
CKV-Communlcalion Equipment
Miscelfan eOlls Equ Ipm€nt
Other Tangible Property
O~her Ta!1gible Property - Servers - HIW
Other Tangible Property - Servers - SfW
Other Tangible Property ~ Nelwork - I-VW
9ther Tang. Property - PC Hardware
Other Tang. Properl.y - PC Software
Other Tang. Prope~ - Mainframe S/W
CKV-Other Tangible Prap-erty
CKY-Oth Tang Prop-PC Hardvvare
CKV-Oth Tang Prop-PC Software
Other Tang. Property· General Startup Cosls

Talal General Plant

TOTAL DEPRECIATION EXPENSE

Test Year
$

:t:2~

4,2<B

20,929
21,361

36

1,594

], ~.4G

:,no
(1,744

371
1,246"

142, ~44

'75,.2 :'2

17, G:'3

12,779

3, 6"~0

376",6"95

669,199

25,234

10,518

2,760

2,634

1) ,S5B

120

91

28,635

13,570
9,438

6,134

1,522

366,672

130

135

'8

474,598

Classif.
Faclor

5A
5:4
5.4
5.4
5.4
5.4
5.4
5.4
SA
SA
SA
5.4
SA
SA
5.4
SA
SA
SA
5.4
SA
SA
5.4
SA
5A

5.4
5A
5A
5A
5A
5A
5A
5A
5A
5A
SA
5,4
SA
5.4
5.4
5.4
5.4
5.4
5.4
5A

Classif.
Basis

. P,S,T&DPi"n'
P, S, T & D PI"n'
P, S, T & D PI"nl
P, S, T & D Planl
P, S, T & D Plan'
P, S, T & D Pia'll
P, S, T & D Planl
P, S, T & D Planl
P,S,TI\DPlanl
P,S,TI\DPlanl
P,S,TI\DPlanl
P,S,TI\DPlanl
P,S,T&DPlant
P, S, T & D Plant
P,S,T&DPlant
P, S, T & D Plant
P, S, T & D Plant
P,S,T&DPlant
P, S, T (\ D Plant
P, S, T (\ D Plant

, P, S, T (\ D Plant
P, S, T (\ D Plant
P, S, T (\ D Planl
P, S, T & D Planl

P, S, T (\ D Plant
P, S, T & D Plant
P,S,T&DPlal1t
P, S, T & D Plant
P, S, T & D Planl
P, S, T & D Plant
P, S, T & D Plant
P, S, T & D Plant
P, S, T & D Plant
P, S, T & D Plant

. P, S, T & D Plant
P, S, T & D Plant
P, S, T & D Plant
P, S. T & D Plant
P, S, T & D Plant
P, S, T <I D Plant
P, S, T <I D Plant
P, S, T & D Plan'
P, S, T & D Plan'
P, S, T & D Plant

Customer
$

187
3,553

17,359
17,718

30
1,322

1,034
191

7,252
307

1,034
116,562

62,399
14,625

10,599
3,028

312,441

571,641

20,930 '
8,724
2,289
2,185
5,440 '

99
76

23,750
11.255

7,626
5,067
1,594

304,126
106
112

40

393,645

Demand
$

36
676

3,303
3,372

6
252

197
36

1,360
58

197
22,562
11,874
2,783

2,017
576

59,456

106,781

3,983
1,660

436
416

1,035
19
14

4,520
2,142
1,490
96~

303
57,874

21
21
a

74,909

Commodity
$

3
55

267
272

o
20

16
3

111
5

16
1,820

958
225

163
46

4,797

8,777

321
134

35
34
84

2
1

365
173
120

76
24

4,669
2
2
1

6,044



Atmos Energy Corporation, Kentucky/Mid-Sta~es Division
KenlucKy Jurisdiction Case No_ 2013-00148
Forecasted Test Period: Twelve Months Ended November 30, 2014

CLASSIFICATION OF TAXES, OTHER THAN INCOME & NET DEDUCTIONS FOR INCOME TAX

Exhibit (PHR·2)
Page 18 0(75

Test Year C[assif. ClasStf. Customer Demand Commodity
$ Factor Basis $ $ $

1 Ta:J::8s OthBrThan Income
2
3 Non Revenue Related:
4 Payroll Related 366,438 9.1 Allocated O&M ExpensBs 78,231 4,830 283,378
5 Property Related 3,403,337 5.4 ,0, S, T & D Plant 2,822,824 537,172 43,341
6 DOTtransmissEon User Tax 52,950 ~.1 Allocated O&M Expenses 11,304 6~6 40,~46

7 Other 620,764 9.1 Allocated O&M Expenses 132,527 6,182 480,055
8 Tota~ Non Revenue Related: 4,443,489 3,044,886 550,882 847,721
9

10 Revenue Related:
11 Slate Gross Receipts - Tax 0 99.0
12 Local Gross Receipts - Tax 0 99.0
13 Public Service Commissjon Assessment 219,194 3.0 Commodity 219,194
14 Total Revenue Related: 219,194 0 0 219,194
15
16 Tolal Taxes, Other Than Income 4,662.663 3,044,886 550,882 1,066,915
17
18
19 '~~~re~~~~peJ:1~~_ 7,536,8i~. 13.0 Rate Base 6,087,026 973,634, 476,186



Atmos Energy Corporation, KentuckylMid-Stales Division
Kentucky Jurisdiction Case No. 2013-00148
Forecasted Test Period: Twelve Months Ended November 30,2014

Exhibit (PHR-2)
Page 19 of 75

SUMMARY OF CLASSIFICATION
1
2
3
4 Tesl Year Classif, Classif. Customer Demand Commodity
5 $ Factor Basis $ $
6
7 Operating Revenues 155,374,969 56,568,105 6,097,743 92,709,121
8
9 Operating Expenses:

10
11 Operating & Maintenance 116,962,934 24,970,472 1,541,583 90,450,879
12 Depreciation & Amortization 16,518,181 14,636,238 1,779,300 102,643
13 Taxes Other Than Income 4,662,683 3,044,886 550,882 1,066,915
14
15 Total Operating Expenses 138,143,797 42,651,596 3,871,764 91,620,437
16
17 Income Before Taxes 17,231,172 13,916,509 2,225,979 1,088,684
18
19 In lerest Expense 7,536,846 6,087,026 973,634 476,186
20
21 Income Taxes:
22
23 Slale Incorne Taxes 581,660 6.00% 469,769 75,141 36,750 ;
24 Federal Income Taxes 3,189,433 35.00% 2,575,900 412,021 201,512
25 Total Deferred Income Taxes 0 0 0 0
26 Amortization of ITe 0 0 0 0
27
28 Total Income Taxes 3,771,093 3,045,669 487,162 238,262
29
30 Net Income 13,460,079 10,870,840 1,738,817 850,422
31
32 Total Rate Base 252,914,292 204,262,608 32,672,290 15,979,394
33
34 Rate of Retum 5.3220% 5.3220% 5.3220% 5.3220%

------_. ---------- ----- -- -- -------------- ------------------





Armes Energy Corporation, KenruckyIMld-SI<Jtes Division
Kentucky JUllsdiciion Case No. 2013-00148
fNteCasted Test Period: Twelve Months E"ded November 30, 2Q:4

Exhltti! {PHR.2)
Page 210175

ALLOCATiON OF PlANT IN SERViCE
B1
82 Gene,al:
83
84 ;o.a;300 Land &. Land Rigl11:8 62 P, S, T 8o!J Plan!, Cus.tomer 652,110 527,359 104,431 5,282 15,038
85 ;o.~H100 Struc!:-ures & Improvement:; 6,2 P, S, T Eo 0 Plan! wCus.lnmer 3,002,268 2.427,925 480,791 24,320 u9,232
86 ;o.~H]Ol Struct.l.lres Fral~'" 62 P, S, T Eo !J Plan! wCuslcmer °87 ;o.~H102 Strucl:ure£ -Brlei'; 62 P, S, T 80 !J Pian! wCus.lnmer 148,265 119,901 23.744 1,201 3,419
88' ;0.'003 62 P, S, T & 0 Pian! r Cuslnmer 601,354 486,313 %,302 4,871 13,867
89 ~ ~fD04 conditlonlng E-gl.lipmellt 62 P, S, i & 0 Plan!, Cus.lnmer 6,1M 5,005 991 5D 143
90 :J:Joo~ Iqlpl:Ovenwnl: to ~e",se~ PJ:€rnjseB 62, P, S, T & 0 Planl-Cuslnmer 1,061,150 B58, "149 168.9'36 8,5~G 24,470
91 3;<100 Office Fu.r:n.ltul:e &. Eg\.lipment 6_2: P, S, T & 0 Plant-Cuslomer 1,223,654 989,565 195.959 9,9~2 26,217

92 3S102 Reln.it.tance ProcE!sfll"g l".q"ip 6,2, P, S, -; & D Plant-Customer °93 3;3103 OffIce I·!acllln.[!£ 6,2 P, S, T & 0 Plant-Customer °94 3;3200 '.rJ:anspoI:tat.loll ~quiplW?(tt 6,2 P, S, T& 0 pjant-Customer 327,9n 265,247 52,526 2,1357 7,563
95' 3;3201. Trucks 6.2 P, S, T 8. D Plant-Customer °96 3g202 'L"l."allCOorlO 6.2 P, S, r &. 0 pjimt - CU'5tomer 27,530 22,264 4,4tl9 223 635
97 3S30a Sl:ores Equipment. 6.2 P, 3, 18. D Plant-Customer °98 3 S~ OD T{)ols, Shop "- E-gu:lpment.. 6,2 P, S, r &. D Plant - Customer 1.822,598 1,473,929 291,876 14,76-4 ~2,029

99 3SGOD Paw",r Operated 6.2 P, 3, r s. D Plant - CU'5tomer 0
100 3%0.3- Dicchers 6,2_ P, 8, r 8. D Plant - Customer 44,543 36,022 7,133 3$1 1,027
101 3S604 BadmOES 6.2 P, $, "f & D Plant - Cu'Stomer 52,044 42,09:8 8,335 ~2, 1,200
102 39605 "l>relder5 6,2' P, 8, T 5< D Plant-Clrstomer 27,567 22,293 4,1115 223 636
103 3970{) Communi cat i Gil Equipment $.2 P, S, Teo D Pl~nt-CLI'Sotomer 312,095 252,390 49.980 2,528 7.197
104 3970l COmmlLTtlCatioil Equipmerlt ~![}bl1e. R<\tli< $2 p, S, T 8. D PJ<1:lt - Cl.i~tomer 0
105 39702 Communicat.iGn Equipment ~iy.!:'d Rau~~'~' 6.2 P, S, T 8: D P~imt - CU'SotOrw;lr 0
lD6 39705 Communicat i on Equip. Tele.~lc'te):i!l9 6.2 P, S, T 8: D Plimt - CU'Sotomer 55,OQ4 44,1182 8,808 446 1.268

lD7 398n{l Niscel1aneDuOJ Equipmerlt 6,2 P, S, T & D Pj~flt - CU'SotomlJr 2,091,794 1,691,628 3311,986 16,945 48,236
lOB 399n{l Other Tangible ~rop""r't'l 6.2 P, S. T e. D Pli"lnt - Cu'S-tOrM( 0

109 3;J~Hn Gt.}ler Ta~'!Jibl(] L'):operty SenerE' H, 5,2 P, S, T.& 0 Plant - Custmner 145,971 118,MB 2:3,37.(3 1,182 3.386

110 3S~{]4 GUler "'.'awJible L'Toperty S'H-ver-B S, 5,2 P, S, T & 0 P!<:mt - CustQJner 61.018 4~,345 9,772 494 1.407
111 3~sn:J. ather '!a~l!Jlbll::>. l'n'perty Ifet;~IOIk H, 5,2 P, S, T &.0 Plant - Customer 0
112 :J~sn~ ather 'l'a~.u. i'ruf'Qt.ty CPl: 5,2 P, S, T & 0 Plant - Customer 0
113 :JS:JDS ather 'ra~luibl(! f't.operty 1,1[" Hanhl<ll 5,2 P, s. T & D Plant - Customer 0
114 :JSSDIO ache): '!aGU. i'roFet.ty Fe Ha:nhlare 5,2 P, S. T.& D Plant - Customer 1{i2,277 131,233 25,988 1.315 3,742
11; :J~S07 Ot!;el 'raGg. ProF"'t.'ty rc S<.lEtllare 5.2' P, S. T & 0 Piant - Customer 0
116 J~~{l.lJ. Ocher 'To:u:g I'rof'et.'ty ~laitlfr<l~8 sl,,' 5,2 P, s. T & 0 Plant - Customer 0
1'17 3~~{l' Ot!;el. Tang I'rope.<.'ty /l-ppl tent i.011 Sol 5.2, P, S. T & 0 Plant - Customer 0
1~ 8 ~;Jn1 Otller Tanv t'ropet.'ty Gener"l Startu~ 5,2 P, S. T & 0 Plant ~ Customer 0
1~9
120 Tot;,1 ~neral Pianl 11.825.423 9,563,183 1,893,7S6 9:5-,793 272,692
121
122 TOTAL mRECT PlANT 353,223,813 2B5,651 ,GOG 56.566,22.5 2,861,319 8,145.263
123
i24 CWlP w/e AFUDe 52 P, S, T .& D Plant - Customer 6,593,611 5.332,233 1.055,9~9 ;3,412 152,047
125
126 K~ntucky Mld-St;'jl"'~Gehejl'll Drflc!;l

12;:
126 1t1langlhle- Plant
129
130 30100 organizeot_iim 62, P, S. T & D Plant - CustomP-f 75,856 £::!,153 12,308 623 1,772
131 J02~O Yranc]lifiecOl £, ConEi"'ntOl 62, P, S. T .& D P~ant, Customer 0

132 30JOO ~l-iEJC II1t.allgiblec PlEin!; 62' P, S. T ,& D Plant - Customl:r 4'00,178 3n,145 13,694 3,728 10,612

133
134 Tol,,1 !fl~nglble Plant 53i,034 4:;.4,297 86,(10:2 4,350 12,384

135
136 Gen"ra~

137
138 37400 L<l rld & L<lod Righl~ 02 p. S. T & 0 Piant • Customer 0
139 39001 StrLll;W r.e~ Fr<l me 02 P, S. T 8. 0 Plant wCus10mer 74,379 60,150 '1 1,,911 603 1,715
140' 3800~ AlrCQndltloJllng Equipment {L2, p. S. T 8. D P~antwCustomer 2,393 1.936 383 19 ;5

141 39009 Imp(I)\'emeJlt te :e~$ed Preml:s.<:!s 02 p. S. T & 0 Piant • Customer 16,106 13.025 2,579 130 3i1
142 39100 Offi~ Fumitur.a .$. Eq'.JlprrKlnt 62 p. S. T & D P~ant wCustomer 36,552 2~,559 5,854 296 843
143 38200 Trnn$p¢rfutJon Equlpment {l2' p. S. T & D P~ant wCustomer 1,704 1,378 273 14 39
\44 38300 $jQr~~. Equipment {l2, p. S. T & D Plant wCustomer 1,ne 1,396 276 14 40
145 39400 Tool$, Shcp 8. G~r"ge EqulpmGnt 62, p. S. T & 0 Piant wCustomer 59', '125 47.814 9,4BB 479 1.363
146 38600 Power OpBr<tt.ad EqtJ Ipti'Wflt 02 p. S. T & D Plant wCustomer 8,102 0,552 1,2~7 6$ 187
\47 39700 CommUn~C<l~QnEquipment 02 p. S. T & D P~ant wCustomer 1;,759 12,744 2,524 128 363
148 ~9$O(l Ml~o;;.e:lpfH~QU$ Equlpme nl 02 p. S. T & D P~ant wCustomer 342,149 276,695 54,793 2.772 7,890

14<1 39900 O!her Tl'lnglbl~ Property 62 p. S. T & D Plant - Customer 31,932 25,824 5.114 2;9 736
1$0 39901 Olher Taoglble property - Ser,ie~ HIW 02 p. S. T .& D Ptant - Customer 142,752 ~ 15,44"3 22:,861 t156 3,292
151 39902 Olhe.r Tanglbh'! Pl'Up.erty - S.ervelOo - SfW {l2' p. S. T & D Plant wCustomer 3,431 2.775 549 28 79
152 39903 Ol;her Tanglbll'l Prop.erty - N~\wQrk - HfIN 62' p. S. T & D Pian~ - Customer 89,802 72,623 14,38-1 727 2,071
153 3990$ Other Tang, Plllper!Y - pc H;a:'dWarl;l {j2' p. S. T & D Ptant - Customer 283,571 229,32,3 45,412 2,297 6,539
154 39907 Other n~g. PIllp.erty - pc Sofu'llare 02 P, S. T & D P~ant - Customm 0
155 39908 Olher Tang. Prcp~rty - ~!a~nfi'3m<r SIW 0,2 p. S. T .& D Plant - Customer 0
1;6
1;7 To/a.1 G!'!:"lef<11 pjar>t 1,109.484 897,236 177,67B B,987 25,584

158
~9 CWIP w/o AFUDC 6.2: P, S, I .& 0 Plant - 9"l.istofTler 140,323 __~,4T9 _ __ __ -.J~,472 _



E:.,.hibrt (PHR-2}

Page 22 of75

IAlmosEnergy Carpornt~, K;flt~kYlMid-St~l;;-rn~i~~Orf
Ke ntucky Ju rlsnlctlofl Case No_ 2'013-00148
Forecasted Test Period: Twelve Months Ended November 30,2014

17
105

270
45

3,0-36
412
172

31,91';
1'6,429

3,863

132
2,453
9,881

10,141

2,789
1,031

110,1%
2,776

6
37

47
862

3,471
3,502

980
~J62

38,,10
975

95
16

1,007
145
61

11,211
5,771
1,357

119
731

920
17,0:34
68,520
70,424

19,30{'
7:l61

765,278
19,276

1,878
312

21,101
2,862
1,196

221,6:30
114,095
26,El25

699
3,691

9,486
1,574

Hl6,556
14,452
6,041

1,119,198
575,162
135.451

4,646
86,020

346,518
355,628

9,,604
30,150

3,864,542
9',341

5,745
106,309
428,490
439,755

""741
4,564

o
11,729

1,947
131,763

17,871
7,470

1,383,952
712,457
167,505

o
o

120,94/J
44,714

4,778,727
120,368

o

6.2 p, S, T & D PI:ant- Cuslom~r
6.2 P, S, T & D PI:mt - Custome-r
6.2 P,S,T&DPI<lfjt-CUS10nle-r
6.2 P,S,T&DPI:ant-Cuslomer
6.2:' P, S, T 8. D Plant- Customer
tU p, 5, T & 0 Plant - Cuslomer
6_2 P,S,T&DPlant-Cus'lom~r

6_2 p, S, T 8. D Plant- Custome-r
6_2 P, S, T&D Plant-Cuslonle-r
6.2., P, S, T 8. D Plant- CuslomN
6_2. P, S, T 8. D Plant - Cuslome-r
6.2 P, S, T 8. lJ Plant- CustOnle-r
6.2.' P, S, T 8. D Planl- Cuslomer
6.2. P,S,T8.DPlant-CustomN
6,2 P, S, T 8. D P!ant- CuslomS"r
6,2 P, S, T 8o!J Plant- Customer
6,2 P,S,T&OPlant-Cusiomer
6,2 P,S,T&OPlant-C1.Js\omer
6,2 P, S, T & 0 Plant- CDslomEtr
6,2 P,S,T&DPlant-Cus\omar
6,2 P, S, T & 0 Plant - CustomEtr
6,2 P, S, T & D Plant- Cuslomer
6,2 P,S,T&DPlant-Customer
6_2 P,S,T&DPiant-Custome-r

Strw::!ures & lmprovsmsnls
G-Struc!ures & Improv13mo[!rlts
Improvement 10 leasB'Cl Premises
OfficG Fumihne & Equlpmsnt
Remittance ProCBssing Equip
Office Machlnes
G-Office Fuml'ure & Eql<lp.
Tran'Spcrta!Jon Equipment
$toms Eq llipmen!
Tools, Shop & Garage Equ~pmtlnt

laboralor\, EqulpmEtnt
Comrnllnlcatron Equipment
MiscalJenemIs Equlpme nt
Other Tanglble Pmpertl'
Other T:"mgTble Properly" Servers. - Hf\N
Olhel TangTble Properly" Servels - SfI/II
Other Tenglble- Properly" Network" HfN
Olh e, Teng. Property. CPU
Other TengltrJe Pmperty" MF - HardY/3m

Oth er Ta"g. Pmperty • PC Hafdw.are

Olh er Teng. Pmperty • PC Sal1l'l'are
Olh er Tang. Pmperty - Mainframe SMI
Olh er Tang. Property - Applicalion Sn!lware
Other Tang, Property- GBneral Startup Cosl!>

Gr2"naral

Sh3 red Services Gen er<ll Dfflce

39000
39005
39009
39100
39102
39103
39104
3920'0

3930'0

39400
39500
39700
39800
39900
39901
39902
39903
39904
39905
39906
39907
3990B
39909
39g24

ALLOCAT~ONOF PlANT IN SERVICE
160
161
162
153
154
155
165
157
166
16G
170
171
172
173
174:
175
176
i77
176
jJ9
160
181
182
183
184
135
185
187

1,247

6,844

3,143
287

14,451
4,958
1,5.90
1,250
2,264

41
104

148,345

6,354
2,956
2,120
1,366

554
106,854

18
29
14

195,5'65

57,391

68,734

2,232
1,038

745

48"
195

37,536
6

10
6

2,404

1,104
101

5,077
1,742

656
439
790

14
37

52,111

438

2,995,5'O2

44,124
20,529
14,720
9,486
3,848

742,{]65
126
205

96

47,531

21,£29
1,991

100,359
34,435
10,975
8,682

15,724
287
724

1,358,£28

1,030,205

8,658

1,13~,580

59,218,936

43,72Q

5,729,458

110,235
10,056

506,799
173,890

55,424
43,843
79,404

1,447
3,657

222,817
103,670

74,335
47,905
19,430

3,747,318
634

1,034
482

240,02.7

6,861,881

5,202,383

299,046,B03

64,062

296,807

136,312
12,435

626,686
215,025

68,535
64,214
98,188

1,790
4,522

o
275,526
128,194

91,920
59,237
24,026

4,633,774
784

1,278
697

o

8,485,108

6,433,044

369,788,482

6_2 P, S, T &, 0 Plant- Customer

6_2, P, S, T & 0 Plant- Customer
6_2 p, S, T & D Plant- Custome-r
6_2 p, S, T &. D PI<mt- Customer
6.2 P, S, T & D PI<mt- Customer
6,2 P, S, T & D P!ant- Cuslomer
6_2 P, S, T &. D P!ant- Customer
6_2 P, S, T 8. D Planl - CuslomeI
6.2 P, S, T &. D PI<ml - Cuslomer
6_2 P, S, T & D Planl- Cuslomer
6_2 P, S, T & D P!ant- Cuslomer
6_2 P, S, T & D Pldnt- Cuslomer
6.2. P, S, TO. D PI<mt- Cuslomer
6_2 P, S, TO. D Pldnt- Cuslomer
6_2 P, S, T & D Plant- Customer
-:L2 P, S, T &. D Plant- Customer
6,2 P, S, T&D Plant-Cuslctmer
6.2 P, 5, T &. D Pi;'int- CusIc mer
6.2 P, 5, T & 0 Pi<'lnt - Cuslomer
6,2 P,S,T&DPI;,mt-Custcmer
6.2 -P, $, T & D PI;,mt - Cust{}mer

6.2' P, S, T & D Piant - Customer

Land
CKV-lal1d & L~"d Righ!s
Slructures & improvements
lmprovtlmentto leased Premises
CKV-Strudures & ~mprovem{'nl:s

Office Furniture & Equlpmenl

Commllllic-ation Equipmr2"nt

CKV-Communlcation Etlulpment
Miscellaneous E'C;uipment
Olher Tangib!e Property
Other Tangible Property - Sel"Vr2"rs HJW
other Tangib!e Property ~ Sel"Vers - 81W
other Tang:b;B Property ~ Netvmrk - H/VIJ
Other Tang. Property~PC Hardware
Other Tang. Propt'rtv ~ PC Software
Olher Tang. Pmperty - Mainframe sm
CKV-Olh er Taflglble Property
CKV-Oih Tang Prop-PC Hardware
CKV-Oih Tang Prop-PC Soffware.
O~herTa!1Q. Property-General Startup Casls

Shared Sar\llCeS CUSiOmfrf Support:

General

CWIP '1110 AFU DC

Tolal Gener.ar Plant

TOTAL PLANT iN SERVICE CUSTOMER

CWIP wloA.FUDC

Total General Plant

38900
38910
39000
30009
30010
39100
397{](l
3971Q
39800
3'9-900
39'901
39902
3'9903
39906
399D7

399D8
39910
3:9916
39917
39924

100
101
192
193

19'
105
195
197
198
109
200
201
202
203
20'
205
20£
207
208
209
21D
211
212

213
214
215
216
217
218
219
22.0
221
222
223
224
:£2? T2~~_~\·VWWfOAFUDC
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Twelve Monllls Ended November 30, 2014

IN SERVICE

307 General·

308
309 38900 hand &0 I.and Rights 6A P, S, T & D Plar.t Dema"d 124,094 53,098 23,866 2, 148 44,982
310 39001) Strt:lc:t1.r(es &- "Impru\'em"mt8 6A' P, S, T & D Plan.t Demand 571,320 244,460 109,876 9",891 207,092
311 3900l St-ruCt\lree Frame 6A P, S, T & D Plant Demand 0
312 39002 Structures-Brick 6A P, S, T &D Plant Demand 28,214 12,072 5,426 488 10,22.7
31.3" 39003 Ill1flrO"p-n1enttl 6A P, S, T&D Plant Demand 114,435 48,965 22,008 1,981 41,481
314 3900'] Air Conditioning F.',:ru1pmefl': 6A P, S, T & D Ptant Demand 1,178 504 226 20 427
315 390Q9 ImPJ:6viO'n1ent to l~"Hjed Premises 6A P, S, T &0 Piant Demand 201,933 86,404 38,836 3,496 73,197
316 391QO off:ice Fun1.ituT.''"' .. Equiprneflt 6A P, S, T & 0 P1ant Demand 232,857 99,636 44,783 4,031 B4,406
317 39Hl2 R<?:l11:ittatH,ce PrOCe8olif,g Fog,lip 6A P, S, T &0 Ptant Demand 0
318 391Q3 (lEfic~ Machil)~>1 6A P, S, T & 0 pr-ant Demand 0
31. 3nno 1'L'aI1g'pu.rt.atio,) E:fJuipm~tlt 6A P, S, T & 0 P~-ant Demand 62,416 26,707 12,D04 1,OB1 22.,62.4
32. 39:3{ll ':r:n.1cks 6."1, P,S,T&DPrant DemClnd 0
321 39202: 'trailQt'>': 6A P, S, T &0 Ptant Dem-and 5,239 2,242 1,D08 01 1,899
322 39300 Sto:n:l8 Equ1bJ!L1(lI,t 6A P, S, T &0 Plant DemOlnd 0
323 39400 '1'001£, Sl:lop l< Q!:n:agQ ~guipQ'1<?:l"1.t 6.4 P, S, T &. 0 Plant Dem,md 346,833 148,405 66,703 6,005 125,72Q
324 395{lO ~'oweL Op~rated E.i;Juipmcmt 6.4 P, S, T & 0 Plant Demand 0
325 3%03 Dit.cher:~ 6.4 P, S, T&D Plant Dem<lnd 8,476 3,627 1,630 147 3,073
326 3%04 B<ir::kh{)e~ 6.4 P, S, T & 0 PI~nt DOlTKlnd 9,904 -1,238 1,905 171 3,590
327 39605 Welders .eA' P, S, T & 0 Plant- Dermlll{j 5,246 2,245 1;009 91 1,902
328 39'1tiO Comm=icatimJ. Equipment 6A P, S, T & 0 PI~nt ~ DerruHl{j 59,390 25,412 11,422 1,028 21,528
329 39101 CarnmlJnicatimJ. Equipment - ],iobilQ Radi( B.4 P, S, T&D PI,mt-DBrmlnd 0
33. 39702 CornmunicatimJ. Equipment Pix12d Radin! 6.4 P, S, T &0 Pl<.mt-Dem~n{j 0
331 39705 Cornmunicati0rJ. Equip. - Tele:net.et'ing B.4 P, S, T&O PI,mt~OElm~n{j 10,467 4,479 2;013 181 3,794
332 39[lOO lH5cellaneou:J Equipment B.4 P, S, T&D Plant~OElm~n{j 398,O6{) 170,325 76,5!}5 6,892 144,289
333 399-:'0 Other Tangible Property 6A P, S, T&D Plant-OElm~n{j 0
334 39901 Ot.flQ.t' 'l'llngibl1:l ~'.t:OpeU:_y - set'viO'-J:B - R, £.4 P, S, T & D Plant-Demand 27,778 11,886 5,342 481 10,069
335 39902 Ot.hGl: 'l'angiblQ P.t:0PC<:l'ty ~ set'vel'l'> - s, £A P, S, T & D Plant-Oeman{j 11,611 4,968 2,23'3 201 4,209
336 3990Cl 01:llln 'l'angiblL> P.t:opC<:l:ty - t~ebrc>.k - H, 6.4 P, S, T 8. 0 Plant-D.eman.a 0
337 39904 m:I1Qt' Tl1ng. Pro~en:y • CPU £A P, S, T & D Plant-D.emand 0
338 39905 m:l111t' 'l'angible P.t:OfJet'ty ~ Ny - Rard~ral 6A P, S, T & D Plant-D.emand 0
339 39905 O\:lll~.l' 'l'ang. I>roperl,:y • PC Hardware 6A P, S, T & D Plant-D.emand 30,881 13,213 5,9;ill 535 11,194
34. 39907 O\:I1Q.l' 'l'ang. P:r__O~erl:y • 1'c 50ftw.dre 6A P, S, T 8. 0 Plant- Demand 0
341 39908 ot.hQt' 'I'fing. P:r:Opert.y • 1-1ai.nft'<l~ sj..r 6A P, S, T 8. 0 Plant - D.emand •
342 39909 C::hlll' 'l'ang. 1't'obJer l:y • A.ppli<:::ation s{)l 6A P, S, T 8. 0 Plant - Deman'll 0
343 399;'1 Ot.hQl' 'l'an,£l. Pt-Opert.y - G£<,n.er<l.l StartuI 6A P, S, T 8. 0 Plant - Demand 0
344,
345 Talai General Plant 2,250,333 952,887 432,784 38,960 815,702
346
347 TOTAL mRECT PLANT 67,217,133 28,761,302 12,S27,199 1,163,722 24,364,~'09

348
349 CWIP ·...,fo AFU DC 6.4' P, S, T 8. D Plant- Dernan'll 1,254,739 536,886 241,'311 21,723 454,819
350
351 Kenlucky MId-Slates General OffilXl
352:
353 In!~ngJole Plant
354
355 3{l1DO oL'gall1::.;;ation 6.4 P, S, TO. D Plant Demand 14,625 6,25B 2,B13 253 5,301
356 30l'.DD E'L'at'.t:~:h18e8 l.< COll£~r)tg 6A P, S, TO. D Plant Demand 0
357 303DO 1-11>::;<:' 1tl.taL1g-lble plarlt. 6A P, S, TO. D Plant Demand 87,570 37,470 18,B41 1,516 31,742
'358
'359 To!allf1!.aJ1glb~B P~ant 102,195 43,728 19,654 1,769 37,044
3£0
3£1 G0l1er~~·

362,
363 374DO Land & Lan{j Rights 6A P. S, T & D P!o't:"lt - Demand 0
364 39001 SlructufesFrame 6A p, S, T & D Pii':;t'It- Demand 14,154 6,056 2,722 245 5,131
365 39004 AJr CondlHon In.!! Eq u~pment 6A P, S, T & D planl - Demand 455 195 8" " 165
366 39009 lmpravament to leased Pmmises 6A P. S, T & D piant - Demand 3,0£5 1,31.1 '89 53 1,111
367 39100 Office FumlturoB &. Equlpmenl 6.4 p, S, T & D P!ant- Demand 6,956 2,976 1,338 120 2,521
368 39200 Transporlatlon Equlpment 6A P, S, T & D Pianl - Demand 324 139 62 6 118
369 393DO SlaresEfll.llprJ}8nt _ 6A p. S, T & D Plant- Demand 328 141 63 6 119
370 39--<100 Tools, Shop & Gar-age Equ~pment 6A P, S, T & D Plant - Demand 11,251 4,814 2,164 195 4,078
371 30000 Power Operated Efjulpment 6A P, S, T & D Pian! - Demand 1,542 860 297 27 559
372 39700 Communication Equlpment 6A P, S, T & D Planl - Demand 2,9S9 1,283 f;77 62 1,087
373 39800 Mlscellaneous Equlpment 6.4 p. S, T & D Planl - Demand 65,110 27,860 12,522 1,127 23,601
374 39800 Other Tan gible Property 6A p. S, T & D Plcmt - Demand 6,077 2,600 1,169 105 2,203
375 39901 Other Tan gible Propert,' • Serve~ ~ HIW 6A p. S, T & D Plan!- Demand 27,165 11,624 5,224 470 9,847
376 39902 Other Tan gfble Property· Servers - 8fW 6A P, S, T & D Plant- Demanoj 853 279 126 11 237
377 39903 Other Tangible Property· Network- H/W 6A P, S, T & D Plant- Demand 17.089 (312 3,287 296 6,194
378 39906 Other Tan g. Property - PC Hard\~re 6.4' P, S, T & D Planl- Dem2nd 53,962 23,090 10,378 934 19,5$0
379 3ililD7 Other Tang_ Property - PC Soft;Yl'lre 6A P, S, T & D P!ant- Demand 0
380 3990B :Other Tan 9_ Property - MalnfratnB SfIN 6.'1 P, S, T & D Planl- Demand 0
38'

, 382 Total General Plan t 211,130 90,340 40,605 3,655 T6,531
383

<.
384 CWlP W/Q AFUDC 6.4· P, S, T & D Plant- Demand ______ 26,703 ____2..1!--126





Atmos Energy CorpcJr'aHnn, Kentuch:y/Mjd-Btates DMslon
K~nttJckyJurisdiction Case No. 2013-00148
Forecasted Tes.t PerIod: Twe~ve MOrltl1s Ended Nnvember 3D, 2014

,ALLOCATION OF PLANT IN SERViCE

Commcdity

Acct.

No.

451 Il1tang[ble Plant
452
453 3010D Organi"atioil

454 3020{l 'FranchiOJe9 Ii< COllOJents

455 3030{l '!'lise Intangible Plant.
456
457 TGtallntan{lible Plant
458.
459 Prol:luct~Ofl Plant
460
461 3252{l Producing Lea:8eho1ds

·162 32540 Right9 of l'faYB

<1£3 33100 PToduction Ga:8 11'10119 Rt::luipment

-'164 3320.1 Field Lines-

-'165 'Tdbut<l.Ty I.ine:'!
4BS 33<l{lO F'itO'ld J.re<l:"'. & Reg. Sta. Equip

-'167 336{)O Pm:Hi('<lu.on Equifl~:""r'lt

468
-'1fi9 Tot~j ProducHnn Planl
470
-'171 Storage Pla"l·
472
473 35010 Land

474 35020 RightEJ of ~ray

475 35l{)O Structures and Impro·"ements

476 35l{)2 Compres~:d= Station Equipmont.

477 3Slfl3 !},eaEJ. & Reg. Sta. St.rlJctues

478 35lfJ4 Other ,structi..lreEJ

479 3520G Wells \ Rights Df !'Ia~'

4tlO 35201 Hell [:onEl't:Cllcl:iDll

4Bl 35202 Hell Equipw.eIlI:.

482 35203 Cmlhiol1 Gas

483 3 52lG Lea5ehold~

4e4 3 52l~ Storage Rightg

485 ]5301- Field Lines

486 35302 Trihutary Lines-

487 35400 C'om9r:essor Station Egllipme.nt-

4BB ~jeB.S & Reg. Equiprneilt

489 Purification Equipment::

490
491 Tolal Storage Plant
492
493 Transmisslon'
494
495 36S10 Land & Land Righls
496 .365:30 Rlghls of Way
497 .3£6"02 Sl:.l""1JCt.ures '" ITIlJ?rovemenl:.s

498 .3<;/l.0~ Oth£'.!." St.ruct-uec£;

499 .36700 1.laim:; Cathod.lc Prot.ectlon

500 .;l670l 1·laim:; - Sl:£'el

501 .36~OO /-.leas. &. RQg. EguipITll:>nt-

502 .36~Ol l·l7'OIs. &. R.£!g. Egu1pm~nt-
503:
504 Tolal Trar.sm:ssior. Planl
505
506 Dlstribullm1'
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AlioC:<l\lon Allocalkln TO!QJ Commercial & !==irm Inl€HuplJbie&
F~ct'Or Basis Comp~ny Re;;jdentl",1 Pl.lblk:AulhcliITy IndlJstrial TransportaHon

6.6, P,:.'), r &. 0 Plant Commodity 1D6 33 17 2 55
6.6, P,:.'), r&D Plant COrl}m(ldity 1,52G 478 238 23 788

99.0 - 0

1,on 511 254 25 842

w.o 
W,o- 
99,0'
99,0 

99,0 
99,0' 
99,0 -

1,5 Wlnle-r Volumes 130,-563 40,B9-B -;20;338 1.960 67,~68

1.5 'vVinle-rVolumes 2,341 733 365 35 1,208
1.5' Wlnle-r Volumes B,95-8 2,806 1.-395 134 4,622
1.5 Winle-r Volumes 76,631 24,00-4 11,937 1.150 39,540
1.5 WinlerVo!umes 11,-5&9 3,624 1,802 174 5,969
1,5' IJlfor;!erVc;lumes 68,721 21,526 10,705 1.032 35,459
1.5 Winte-r Volumes 2.221,111 695,746 345,9/l.G 33,340 1,146.045
1.5' WinlerVc;lumes 670,431 210,007 104,-432 10,063 345,928
1.5 Winter Volume~ 227,65-4 71,311 35,462 3.417 117,465
1.5 WinlerVclumes e47,4~6 265,447 132,001 12,720 437,248
1.5, WinlerVdumes 89,265 27,962 13,9O-S 1,;3040 46,059
1.5, WinterVdllmes 27':J07 B,554 4.254 410 14,090
1.5 WinterVdumes 89,24fl 27,956 13,902 1,340 46,050
1.5, WinterVolume5 104,729 32;,806 16,314 U72 54,038
1.5: WinterVdumes 41)1.723 144,631 71.922 6.931 238,239
1.5 WinteJ vorume'S 120,442 37,727 18.761 1.808 62,145
1.5 Winter vorume'S 81,990 25,68"3 12,771 1,231 42,305

5.240,101 1.641,421 816,2406 78,656 2,703,778

99.0' -
99.0 -
99.0 -
99.0 -
g9.0 -
99.0, -
g9.0 -
g9.0 -

507
508
509
510
511
512
513
514
515
516
517
518
519
520
521
522
523'
524
525
526
527
528

37400

3'1401

37402

37403

37':;00

370:;01

37':;02

370:;03

37600

37601

37602

37800

37g00

37g05

3&000
3&100

3ll.:l00

3&300

3.9.400

Lall.d &. LIl_nd Rights

Land

'Land Rlght:::s

Land ot.hE!.I

Strucl:.urElS & Improvem(!ol.:g

Strucl:.urElS &. Improvemool:.g ']',2,

Land R.ights

Impro'lement-s

I~ain:s Cathodic Protection

I~ains - 8_teel

I~ains - Plastic

I·leas &0 R~g. Sta. Equip - Gene",q

I~ea" &. Reg. Sta. Equip - City G"t;e

I{ea" &0 Reg. Sta. Equipment '1'. b,

Services

Nel:er Inst.ailait.ons

Hause Re8ulatoHJ

Hause Reg. Irrst::al1at:ions

Ind. 1,:eaOJ. &. Reg. St:a. Rqu:!.P1ll1e11!::

,Oth~~ !'~r----,------Qn __~~t. Prenl

gg.o, ~

99.0 ~

99.0 ~

99.0 
99.0 
99.0' 
99.0 
99.0' 
99.0' 
99.0 
98.0' 
98.0 
99.0 
99.0 
99.0 
99.0 
09.0 
98.0' 
99.0 
99.0 -

-~..._-------------

o0-
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
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529
530
531
532
533
534
535
535
537
53B
539
5'0

5"'
542
543
5il4
545
545
547
548
549
550
551
552
553
554
555
555
557
558
559
550
551
552
553
554
555
555
567,
558
569
570
571
572
573,

574
575,
576
577
578
579
580
581

582.
583
584
585
586
587
588
589
590
591
592.
593
594

601
602
603
604
60S
606
607'
506
609:

PLANT IN SERV~CE

Tote! Olstfibullon Plsnl

General"

3B900 Land & L<md RightB 6,6 p, S, T & D Plant - ClJ.mm(ldity 10,012 3,13£ 1,560 150 5,100
3900{) Structures & Iml?nno-eT;lentB 6,6, P, S, T 8. D p~al'lt - Comm(ld5ty 46,096 14,439 7,180 602 23,785
390D~ Structures Frame 6,5 P, S, T & D plant - COmm(ldlty 0
390D2 Structures-Brlck 5.6 p, S, T & D P~ant - Comml:ld!ty 2,276 713 355 34 1,175
390D3 Improvements 6,6~ P, S, T & D Plant - Comml::orBty 9,233 2,892 1,438 139 4,764
39004 Air c(},.ditioning Equipment 6.6 p, S, T &. D plant - Comml:ld;ty 95 30 15 1 49
39009 Improvement to 1 ea Bed P rerni ~es 6.6 p, s, T & D p~al'lt - CcmmGldity 16,293 5,104 2,538 245 8,407
39HlO atfice Filrrtiture & Eqlliprnerrt 5.6 p, S, T & D p~ant - Ccmm~dity 18,788 5,885 2;927 282 9,684
39Hl2 Remittance Processing Equ:ip 5,6 p, S, T & D Plant - ComrMdlty 0
39HlJ aEfice l~achirte8 5.6 p, S, T & D p:ant - COmmGldlty 0
39200 'Tranl3purt",ti..,rl. Equipment 5,6 P, S, T 8. D Piant - Commcdity 5,03£ 1,577 784 76 2,598
392{ll 'TruCk5 5,6 P, S, T & D plant - Ccmmcdity 0
392D2 'Tra:ilerl'1 56 P, S, T & D Piant - Commcdity 423 132 66 218
393{)0 Sto:re~ Equipment 56 p, S, T & D Plant - Cammcdity 0
394{)O 'ToolfJ, sllop '" Gara9~ El"juipment ei.-6, P, S, T & D Plant - Commodity 27,9&4 8,766 4,359 420 14,439
39600 Power op.. ra.t:ed Equipm~rl.t 66 P, S, T & D P1ant - Commodity 0
395tl3 Ditcher>l 6.6 P, S, T & D Plant - Commodity 684 214 107 10 353
3950'1 "B<lckhue>l 6.6 P, S, T & D Plant - Commodity 799 250 124 12 412
39505 l'leld~rg 6.5 P, S, T & D Plant - Commodity 423 133 66 6 2i8
397{lO comrnunicat.iDl1 l!:<{li:ipl:lerlt 6.5 P, S, T & D P,ant - GommGdity 4,792 1,50: 746 72 2,472
39701 ccTtmlLIt'licatiDl1 E<{Uipuler1t N<:Jb il e Rcodi ( 6.5 P, S, T & D Plant - Commcdity 0
39107. 'CorurnLlrl:i';at.iDl1 l!:quipillerlt Fixed "Rad:io~ 6.6 P, S, T & D Plant - Cammcdity 0
39105 .l!:quip, - T~l",metering 6.5 P, S, T & D Plant - Commodity 845 265 132 13 436
39ElOO Equipment 5.6 p, S, T & D PI<mt - Commcdlty 32,117 10,060 5,003 482 16,572
39900 Ot.her 'Tangible Property 5.6 p, S, T &0 D Pl<mt - Ccmmcdlty 0
3990~ Other Tangible Property H, 6,6· p, S, T.& 0 P'<mt - Commcdity 2,241 702 349 34 1,156
39902 at.her Tangible Property s, 6.6 p, S, T & 0 plerlt - Commcd~ty 937 293 146 14 483
)9903 Other TaIlgible Property network H, 6_6, P, S, T.& D Plent - Cornmcd[ty 0
)9904 Other Taog. Pro]Jerty - CPU 66 ~, S, T & 0 P!an t - Commcdlty 0
)9905 Other Tangible Property H1' Hard\"ll.l 55 p, S, T & 0 Pieri! - Comm~d~ty 0
) 99(}(i Other Tailg. Pro]Jerty FC lIarchrare 58 p, S, T & D Pieri t - Commcdity 2,492 780 388 37 1,286
)9907 Other Taog. Property - PC Sott.~lare 55 P, S, T & 0 Plen t - Commodity 0
) 99,Hl ot.hel:" Tailg. Pro]Jerty Maintrame s/~1 5.5 P, S, T & 0 Plen t - Commodity 0
3S.s"09 Other Tailg. PrO]Jert.y Application Sal 6,0, ~,S, T & 0 p!ent - Comrnod[ty 0
39924 Other Tailg. Pro-perty - Geileral 8tartul 6.6 P, S, T .! 0 p!en t - Ccmmr:-drty 0

TolaIGeIler.. IPI::lI'lf HH,564 56,874 28,282 2,725 93,683

TOTAL DfRECT PLANT 5,423,297 1,698,806 844,782 81,406 2,798,303

CWIP wto AFUDC 5.6 P, S, T & D Plan t - Ccmmodity 101,236 31,712 15,770 1,520 52.,236

Ke-nrudy Mid-States General Office:

Intang.ible-Plaflt

Organlzativil 6.6 p, S, T & D Pient - Ccmm~_dlty 1,180 370 :84 18 609
.3{)200 Franchise5 .'< ConEleotEJ 6,6 P, S, T & D Plen t - Ccmmoofty 0
3()300 !,-llEc .In!: IHl.gible Plant 6.6 p 1 $, T & 0 Plant - CommoQlty 7,065 2,213 1,101 106 3,646

Tclallnlangible-Plant B,245 2,583 1,284 124 4,254

GtefH!fa~.

31400 Land & land Rig:hts 6.6 p, $, T.& D P~ant- Commodity 0
39001 SlructUfe-S Frame 6.6 P, $, T .& 0 P~ant - Commr>dfty. 1,142 358 178 17 589
39004 Air CondiHon in g Equ~D~nt 6.6: P, S, T.& D Ptant~CornmoQlty 37 12 6 1 19
39009 Improvement to '.ea.5ed Pre-mises 6.6 p, S, T & D Ptant-Commr){jlty 247 77 39 4 128
391DO Office FurnITure & Equipment 6.6 P, S, T & D P~~nt.-CommrKjlty 561 176 87 8 '90
39200 Transportation Equipment 6.6 p, $, T & D Ptent-Commrnjlty 26 8 4 Q 14
393tJO SIQres Equipment 6.6 P, S, T & D PJ~Hl t - Commrrdlty 26 8 4 Q 14
39<jDO TOQIs, Shop & Garage Egu;pment 6.6 P, S, T &D Ptaht-CcmmM[ty 908 264 141 14 468
396GO Power Operated Equipment 6.6 P, S, T &D Ptant-Ccmmtlodlty 124 3. 19 2 64
a97GO Communi'Y<llion Equipment 6.6, P, S, T & 0 P~arlt -Ccmmodlty 242 76 38 4 125
398DO Misce!~ar1eolJs Equip_ment 6.6 P, S, T & D P~aht - Ccmmodlty 5,253 1,646 818 79 2.,711
39000 OlfJer Tangible Property 1'),6' p,S, T_&D Pt<'lI1t-Ccl'l)m~lty 490 154 76 7 253
399'01 OtherTal1glb~e Property - Serliers HIW G.6' P,$,T&DPtant-Ccmm~drty 2,192 687 341 33 1,131
39002 OlherTangible Property - Ser..'ers. - SfW 6.6' P,S, T.!DPlaht-CcmmMlty 53 17 8 1 27
3Q9G3 other Tal1gible Property - Ne-twork- Hf\lV 6.6 p, S, T &. D P~ant-Ccmtr!oofty 1,379 432 215 21 711
39000 other Tang. Property - PC Hardware p '. S, T &. {) Ph•.nt - Ccmm~dlty 4,354 1,3[34 678 65 2,247
3rnJ{)7 Other Tang. Property - PC Softvvare P, S, T & D Plen t - Ccmmc-cllty Q

39008 Other Tang. Proporty - Mainframe- SMJ 6,6 P, S, T .& D p~en t-_Ccmmoolty Q

Tolal Galleral Plant 17,035 5,336 2,653 256 8,790

C\JVI~wlo!,<£U~ ___~~ $, T & 0 P~an!.:· _G.9m~c.~[ty -----~-- -~--
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End~d N~Vtemb~r"30, 2014

OF PLANT iN SERVICE
610
611 Shared Se-IVic~s Gten~rar Offic~'

612
613 G!;I"neti'l!:
614
615 39000 Strudujt':s &. Impmvl'l ment"$ 6_6' p. S. T & D Ptan.t - Commodity 88 28 14 1 46
616 39005 G--structurte~ & impmvemento; 66 p. S, T &. D Plant - Commodity 1,633 512 254 25 843
617 39009 Imp/eve-menl t~ Ilea sed P,em~~e~ 66 p. S. T &. D Plant - Commodity 6,5i9 2,061 1,025 99 '3,395

618 39100 Off['l;E Furnl~l1re- & Equipment 66 p. S. T & D Plant-Commodity 6,752 2,115 1,052 101 3,484
619 39102 R",miltal1ce Processlng Equ[p 6_6, P.S,T&DPrant.Commodity 0
620 39103 Offfote-Mt.:chjn.es 6_6' P,S,T&DPlant.Commodity 0
621 39104 G-OffTce FUf(lilmt': 8. Equip, (j_6, P,S,T&DPlant-Commodity 11 4 2 6
622 39200 Tfal'l~p~rta~onEquipment 06 p. S, T & D Pla[lt-Comrnod~ty 70 22 11 36
623 39300 St.:.res; Eq uiprnel'1t '6_6, P.S.T&DPlat1t.Comm()d~ty 0
624 :;;9400 n,ols, Sf10P & GarC!ge Equlpment 06 p. S, T & D Plant-Commodity 160 56 28 3 93

625 39500 Laboratory Eq ulprnent 06 P, S, T & D PI?n~-Commodtty 30 9 5 0 15
626 39700 Cfrl'r1munic:aHon EqUipment 06 P, S, T & D Pl-a[lt~CommQdFty 2,023 534 315 30 1,D44
627 39800 Miscellaneous Equipment 6.6: P,S.T&DPla[lt~CommQdtty 274 85 43 4 142
628 3990{l Other Tangible Property "'" P, 8, T & D Plan t ~ Commodity 115 35 18 2 59
629 39901 Other Tangible Property - Servers - KMr' '6.6, P, 8, T S. D Plant-CQmm'Jd~ty 21,249 6,656 3,310 319 10,964
630 39902 Other TangibJe Property - Servers: - SNJ 6.6: P. 8, I'::; [) Plant-CQmmo-dlty 10;939 3,427 1,70-4 164 5,644
631 39903 Other Tang1ble Property - NewlOrk - HM' 6.6' P. 3, 1 S. b Plant-Commrxir-ty 2,572 "05 401 39 1,327
632. 39904 OlherTang, Pmperty - CPU $,6 P. S, 1& b PI:ant-Commrxilty G
633. 39905 Olner Tangible Pwperty - MF - Hardware 6,6 P, $, 1"'::' b PI:ant-Commrxilty G
534 39906 Olher Tang. Pro~erty- PC Hardware 6,6 P. 8, T &. D PI:ant-Commrxilty 1,857 552 259 2. 9sa

39907 OlherTang. p(Qperty - PC SofMlare 6,6 P. $, T & D PI:ant-Commo-dlty 687 215 107 10 354
3990B Olner Tang. Property - M;31nfr::lme srw 6,6 P. 8, T &. D PI:ant-Commo-dlty 73,371 22;9B3 11,429 1.101 37,B58
39909 OlherTal'l9. Property -Applicatioi'l Software 6,6 P. 8, T&D PI:ant-Comm~M.y 1,MB 579 208 2. 954

638 3-9924 Olher Tang_ Property - Genertll S:",rtup Co~ts 6,6 P, S, T & D Plant~Commodrty 0
639
640 T c~<'I;1 Get'JNa~ Plant 130,278 40,809 20,293 '1.956 67,221
041
642 CWIP wfo AfU DC 6.6, P, S, 1& lJ Plant-Commodity 4,557 1,427 710 OS 2,3.51
643
644 She:~d S~McteS CU$t{lm~r SUPlMrt

645
646 Ge(1te(al

647
646 38900 L~r.d 66 P, S, T 8. D Plant ~ Commodity 2,093 656 326 31 1,080
649 33910 CKY-La(1d &. Lend Rights 6,6 P, S, T & D Plant ~ Commodity 191 60 30 3 S9
650 3SOO0 Slrudu(t':s & !mprcv~m~rtls 6~6 P, S, T & D Plant - Commodity 9,622 3..014 1,499 144 4,965
651 39009 lmprcv.err:~nt 10 lea !ied Pre-ml:SeS 6,6 P, S, T 8. D Plant - C ommo-dity 3,~01 1,034 5'4 50 1,703
652 39010 CKY-Strudure~ & Imprnv.ernBr'lI$ 6,6 p. S, T & D Plant - C{)mmodity 1,052 330 164 16 043
653 39100 Offic~ Ftlmltur.e & Equipm1'!:nt 6,6 p. S, T & D Plant - C ammodity 832 261 130 12 429
654 39700 CCmmUtl[U1!.i{l1'l Equlpml'mt 6~6 P, S, T & D Plant - Cammodity 1.508 472 235 23 n8
655 39710 CKY-Commun!call.:.n Equlpm$nt 6.6 p. S, T & D Plant - Commodity 27 9 4 ° 14
65B 39600 Miscel!.aneou$ Equlpml'lnt 6.6 p. S, T & D Plant" Commodity 69 22 j1 1 B6
657 39900 Olh~r T C!l'tg~ble Pl{lpe-rty 6,6 p. S, T & D Plant" Commodity 0
658 39901 OU'I1'!:i T tmgib!e p/eper1y - Se-tvM$ - til'''' 6.6 P, S, T & 0 Plant ~ commo-dity 4,230 1,325 659 63
659 39902 O(hH T aftg~b!te Pll:lp'lO!tly - S~tver$ - SNV 6.6 P, S, T & D Plant ~ Commodity 1,968 617 3D7 30
660 39903 Oth~r Tartg~b!e P/l:lpt':rly - N~twod< - HiW 6.6 P, S, T & D Plant" Commodity 1,411 442 220 21
661 39906 Oth~; Tang. Pr(lp~rty- pc Hetdw:are 6,6 P, S, T & D Plant ~ Commodity 910 265 142 14 409
662 39907 Oth~; Teng_ Prl:lperty - pc S{Jrtw~r<;l 6.6 p. S, T & D Piaf1t T Commodity 369 116 57 6 190
653 39908 Other Tang. P~pert'/- Mainframe SNV 6.6 P, S, T & 0 Plant· Commodity 71,146 :22,286 11,062 1,068 36,710
654 39810 CKV-OtherT<lnglble Property 6~6 P, S, T & D Plant· Commm:lily 12 4 2 ° 6

, 655 39916 CKV-Oth Tang Prop-PC Hardware 6~6 P, S, T & D Plant· Commodity 20 6 3 ° 10
656 39917 CKV-ot(l Tang Prop~PC Sofil<lare 6.0 P, S, T & D Plant· Commodity 9 3 1 ° 5
667 39924 OlherTang, PF'QpertV-G~ner.l1SlarruD Costs 6~6 p. S, T & D Plar:t. C{)mmodity °,
665
669 TQtal Gl;l[l'6r<l1 Pl"lnt 98,i71 30,939 15,365 1,4B3 50,964
670
671 CI/IIlP w/o AFUOC {l-6 P, S, T & D Plant· Comll1oi:lfty 830 260 129 12 428
672
67~ TOTAL PLANT l~ SERVICE - COMMODITY 5,677,626 1.778,473 8e4,399 85,223 2,929,532
674
675 TOTAL CW1P WfO AFUDC - COMMODITY -- ------ - -- --------- ------ 108,77B 34,074 113,944 j,I>33 56,1-;!7
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A~(J{,'ation A~(JcaUon Toll'll Co mmerclal & Firm Inlerrupliltle&

Factm Basis Comj]8ny Res-ide~tlal Publi-cAulhOJity hdm.trial Tmnspmta!lon

676 lnl.anglbl€ P!.9nt
677
678 30HlQ oI:gani:tatloI' 8,330 6,183 1,376 80 691
679 30.;<00 !.'L'2nchisoQ.s &. CUI18e'1t.s 119,853 88,00'4 19,796 1,15£ 9,937
!lll0 30300 J.ti;;c 1nt.;:Jtl.gibl" pl;:mt. 0
!lll1
!lll2 Tatl'll lntln9ib1fl Plant 128,182 95,147 21,171 1,236 10,628
883
894 P rcducHan Plant
895
596 :3:<520 Producing LE!a:S(lh(}ld~ 2,353 1,D07 452 41 "53
597 :3:1':;40 Rights of ~Iay:s 83,422 35,695 16,044 1,444 <30,239
696 :3)lM Production. Gas ~'rel1;; EqulfJlilf~"lt. 3,492 1,494 072 6<J
609 )320~ Field Lines 47,163 20,18'0 9,070 917
690 33202 'Iributury Line OJ 52B,218 226,017 101,587 9,145 191,469
691 33400 Field 14ea", I'< Reg. Sta. Equip 192,384 82,319 35,999 \ 3,331 69,735
692 33600 Purifi'CatiDn l;:quiprnent 44,369 18;985 8,533 765 16,083
693
594 roml Production Plal"1t 901,402 385:598 173,358 15,606 326,741
595
696 Storage Plant
697
698 Cl.s010 l.!lnd 2.01,127 96,764 45,448 4,22.0 114,695
699 -'I.s020 Right.£ of l'fay 4,6B2 1,735 515 7" 2,056
700 3.sl0Q St.ructul:tlS and Impl-QY{i!0]I:lI1ts 17,916 6,639 3,118 290 7,869
701 3.sl02 Campl:c,!;::::lDll St.ation Rq ...:ipm~nt. 153,251 56,793 26,674 2,477 67,317
702 -'I.s2~D Mt:l<1S, IL Reg. StB. Stn.lc'.:.uG.S 23,138 8,574 4,027 374 10,lB3
703 3.s:u14 Ot-hel: St:.l:-uct'lH1S 1'37,443 50,931 23,921 2,221 60,3{59
704 352CO ~ltllls \ Ri>]ht.;; {lr: I~ElY 4,442,222 1,646,12'9 773,145 71,793 1,951,155
705 3':;2~1 ~IQll Const~uct.iml 1,340,863 496,87/3 233,37G 21,670 588,946
706 3~2tJ2 t1jJ,11 EqL.1ipment. 455,309 168,721 79,244 7,359 199,985
707 3':;20:) cushion (jElS 1,684,833 528,045 294,975 27,391 744,421
708 35210 LCl:asilllolds 178,53D 65,157 31,On 2,885 78,416
709 35;.Jll s!:-c)l:age Rigllt>J. 54,614 20,238 9,505 8BO
710 35301 FIG.ld Lines 178,497 66,145 31,066 2,885
711 353C;.J 'l.'l'ibut.a.l:-Y LinQ£ 209,458 77,618 36,455 3,385
712 35400 COI'll.fl.l::I:l£SOl: S::at.ian l!'.qulfl;t'l~tlt 923,446 342,196 1f<O,721 14,924 405,605
713 35500 1-1~as f< }{1l'9, 240,88'3 89,263 41,92.4 3,893 105,803
714 35fiOO purification "163,979 60,765 28,540 2,650 72,025
715
71£ Tala] Storage Plant 10,480,201 '3,883,589 1,824,022 169,377 4,603,213-
717
715 Trallsmjsslml·
719
720 36510 lar:d & Land Rigllts 26,970 11,540 5,187 467 9,776
721 36~20 RighlsoFWay 867,772 371,308 166,891J 15,024 314,551
722 3.6'"602 So:uc::ures " Imp.roY"Q!rll't1t.>l 49,002 20,967 9,424 849 17,762
723 36fi03 Other Str_u<:t.ulO'.~ 60,826 26,027 11,698 1,053 22,048
724 36700 I>JiOLirUl cathodic. Frot.eCtiou 4Q6,035 173,737 78,089 7,030 147,180
725 36701 MiOLirl>l ste.",l 27,830,935 11,9D8,481 5,352,446 481,834 10,088,H15-
726 36,,00 Me.afl. & Reg. EquiflrT'~rlt 578,023 247,328 111,165 10,007 209,522
721 36901 M,"afl. & Re 9· Bijuiprn.:."t. 2,274,016 973,021 4'37,339 39,370 824,287
728
729 Toll'll Transm:5slon PJa.r1{ 32,093,579 13,732.,408 6,172,237 555,632 11,633,3'01
730
731 Dlstrlhution
732
730 3?'1Q~ Latld & l..aIld Rigllts 531,819 437,169 64,391 1,854 28,405-
734 37101 Land 37,326 30,683 4,519 130 1,994-
735 37102 LaIld R:l.ght.£ 253,401 208,302 '30,681 853 13,5"34-
736 37'103 LaIld Dt.he.r.' 2,784 2,288 337 '" 14.
737' 37500 5truct.urf<,i; & :rl~pro~rn.:.nt'" 343,073 2B2,01.5 41,538 1.,196 18,324
738~ 375Ql St-ruC't.ure;; & :rl~prO~rIl"'l,t8 T.R. 101,507 83,441 12,290 354 5,422
739, 37502 Lartd R:!.fjht.£ 46,591 38,299 5,641 1£2 2,488
740 37503 I~lprQve:nleIlt.s 4,005 3,292 485 14 214
741 3760{l Mains C8t.]10(Hc Frot.ect.ioT\ 11,318,115 9,303,784 1,370,363 39,459 604,510
742 3760l ~!ains st.£'Q:l 97,584,394 8'0,216,900 11,815,22.4 340,210 5,212,060
743 3760~ ~lains ~lllst.ic 65,722,(J~3 54,025,197 7,957,423 ' 229,128 3,510,265
744 3780.Q ~!ea;; .RQg. 5t.a, E:qulp c",ner.al 5,367, H'lO 4,411,944 649,fl39 18,712 286,6fi4
745 3790{l ~!~a£ .RQg. Sl.:a. I::fjuip cit.y G<'ot.e 2,272,991 1,868,457 275,207 7,924 121,4{J2

74" 3790':; ~IQa£ '" R{!g. Sl.:a. E:quip>1lGut T. b. 1,394,628 1,1.46,420 168,857 4,862 74,488
747 3800n SQrvice-s 98,853,417 87,835,826 10,7BO,267 113,954 123,371
749 :)elQ{) 'Netenl 22,574,136 13,562.,204 7,593,305 70~,1~5 714,-'141
749 38200 ~1.:.t"'l' 1:I,st.allait.o"s 49,157,106 2.9,532.,854 16,5'35,069 1,533,426 1,555,757
750 38300 HOUflt:. RQgulat.o.l::>l 7,239,801 4,349,~.s4 2,435,2.(36 225,841 229,130
751 38<100 Hou::::Q twg. Install!l.tiotls 154,276 92,687 51,894 4,81:3 4,883
752 38SCJO Iud. ~!e.a.3 • &. Reg_ Sta. E.~uipnl~nt. 5,045,015 5,045,015
759 :)8600 Dt.her PUJp. On Cust. Prem 0
754
755 Io1§.! Di~tfib\ltiQn PJ_~!:A __________

--------------------
3tHl,003,558 287,431,3';:_6__ _~'itZ~~&@Z 3,227,11}
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:ALLOCATION OFPLANT IN Si::RVlCE
156
157 General:

! 758
759 38900 Land & Land RiY]ll:£ 786,216 583,593 129,8-56 7.581 65.185
760 39000 St.ruct.U:L.fl8 <\, I,npl'OVQt.le,:lt fl 3,619,684 2,686,824 597,848 34,903 300.109
761 39001 Gt..H.lctUH!£ "'YllIoe 0
762 39002 St:.H.lctUHli':·B:t"ic!<. 178,755 132,687 29,524 1,724 14,821
763 39003 Imp:Lo'lernC'll'lt.s 725,022 538,1:70 119,749 $,991 60,112
76. 39004 Air Condit.ioning r.q:Ji!,>P.1811L 7,461 5,539 1,232 72 619
765 3900.9 I mpro'l_emem: '" lc,;l;;j}d F'1'elll~8~.9 1,279,376 94'9,657 211,3{l9 12:a37 100,073
766 3910{l Office F'Urnit.ll.({! I< E.qU:i~'ll8'I\t 1,475,298 1,OQ5,087 ' 243,669 14,226 122,317
707 3910:2 Remitta[l'Ce PH)t:ebSi:'l~ Eq:J.i~ 0
708 39103 Dffice Hachines 0
709 39200 Tzc:.o:lpol:tati{)n Eq:lipm~~t 395,444 283,531 65,314 Cs,£l13 32,786
770 39201 Tzucks 0
771 39202 Trailers 33,192 24,6:>8 5,"32. 320 2,752
772 393{)O Stores 'Equipment 0
773 394{){} 7G01:o, Shop Ii: Garage £qUiP~!lllt. 2,197,415 1,631,100 362,938 21,1B9 1B2,Hlfl
774 396{){} PQwer Operat~d Eguipment 0
775 396{)) Ditchers 53,704 39,003 8,870 518 4,453

776 39b{lol "BackhGes 62,747 46,576 10,364 61)5 5,202

7n 396{l5 We1dri=rs '33,226 24,670 5,4B9 320 2,756

7i8 391{l~ COTNn".mici;ltion E.cr-li~l"nt 376,277 279:303 62,148 3,628 31,197
Jig 391{l] Com1't1',mication Eq-.lip:'ll'Ont Hobile f/.ad:i{)fl 0
780 3970:;'. 'CQmm'..micOlti<;l~ F.q-,1ipm'Ont Fixed Rad.i{)£ 0
781 39105- {;omm,micatiQn F.'It1ip. T<:lemetering 66,3"16 49,225 10,953 639 5,49B

782 39.ElOO Irfiec.:;lloweO\lS E[J1.1ipm'Ont 2,521,971 1,872,013 416,543 24,31B 209,097

783 399'>0 Other T<lngihle Property 0
7l::l4 39901 Other Tangible P:::operty S{!l-Vera H!l"j 17&,990 130,634 29,068 1,69'1 14,591

78' 39902 Ot.t,e~- 'Iangible E":::opei.Ty b{!l-vQ:rg S/l"j 73,566 54,~O7 12,151 709 B,099

78" 399u3 OUIer 'rangible E"zopel:ty }je',:~lork H/1"1 0
787 39904 Other 'rang, Pl-operty Ci'U 0
788 39~OS Other 1:'lllgible Pzopel:ty J.1.~' H.:lrd~r.are 0
789 J9~O"i Othe~ Tang, Propert~' PC Hal'dot.a-r,;, 195,649 "'145,227 32,315 1,887 1B.221
790 .:l99Q7 Ot.her Tang, Propert~' PC 50ft"I.a-r~ 0
79~ J99Q8 Other Tang, P:::oper\:i' />lalnfl-al1':Q sIN 0
792- )990g Ot-her Tang, P:::aperti' Ap!,>llC'at:ior'l SQft~lare 0
793 3992<1 Other Tang, Property LlGfi{!l'al startup C08t:s 0
794
795 IGlal Gp.f1eral Plant 14,257,320 10,562,944 2,35-<1,822 137,478 1,182,077
706
797 TOTAL b~RECr pLANT 425,864,243 3~6, 111,114 70,338,207 4,106,446 35;308,475
798
799 CWIP ",'I/o AFUOC 7,048,586 5,900,830 1,313,000 76,655 659,101
8CO
001 Kenrudw Mid-Slates General Office'
802
003 In!angibl€ Plant

80'
005 3cHOO Organlzfit iQl::l. 92,6£1 68,780 15,304 893 7,683., 800 30200 Franch.i~e:J IL Consents 0
007 30300 Mise Intangib.le Plant 554,814 411,828 g1,636 5,350 46,000
808
1ID9 T 0131 Inlangible Plant 647,474 430,608 1Do,9'11 6.;43 53.682
810
811 Ger;eral"

8~2

813 37400 land & Land RJgllls 0
l:l"l4 39001 Slruotures Frame 89,675 66,564 14,811 8'35 7,il35
815 39004 NrCom::liltonlng Equipmenl 2,886 2,142 477 28 239
8~6 39009 :mpravement to leased Premises 19,418 14,<414 3,207 1Bl l.G10
817 39100 Office Furniture & EqUipment 44,069 32,712 7.279 425 3,G54
818 39200 Transportation Equ:pmenl 2,055 1,525 339 20 170
819 39300 Sfofes Eo':lulpmeflt 2,081 1,544 3,14 20 173
820 39400 To{)ls, Shop & Gar<lg{: Equipmen! 71,284 52,913 11,774 ; 607 5,910

821 39600 Power Operated Equ'lpment 9,76B 7,250 1,613 9. 810
822 3970D Communication Equipment 19,000 14,103 3,138 133 t51fi
823 39Sl][} Mi5cellaneous EqUipment 412,511 300,200 68,133 3,978 34,201

824 39900 0t11er Tilll9ibfe Property 3.8,499 28,577 6,359 371 3,192

825 39901 Other Tangib~e Preperty, Sf:rvers • HfN 172,108 121,753 28,426 ' 1,560 14,270

826 39902 Otber Tangible Property w Se"'efs • 8M 4,137 3,011 683 .0 343

827 39903 Other Tangipre Prorerty, Netl'l'ork w t-'NJ 108,270 8D,367 17,882, 1,044 £l,9n
828' 39906 Other Tang,_ Property" PC Hardware 341,887 253,771 56,468 3,297 28,346

829 39907 Other Tang, Propert)' r PC Software 0
830 3990B Other Tang, Property r MilJnframe 8M; 0
831
832 lotal Gen{:r<1I Pl<mt 1,337,649 .992,912 220,934 "12,698 110,£)05

833
8:<4 cwrp w/o AFUDC

-- ----_._---- J~,180 ___J1§,580_____ __ .?7,943 1,63"1 14,027
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'AtmQS Efl8,gy Corpo~tion, KlOntuckyIMI1;l..st~1esDivisi(lf)
:f\enlllcky Jurisdiction Case No, 2013-00148
IFore~astp.d 'resl Period: Tw~lv'6 Month~ Ended N(lvember 30, 2014

ALLocATION OF PLANT IN SERViCE
835
836 $ha red $e,yl1;es Generni Offlce-

837
B38 General:
839
B40 3900'0 struclures &. Improvements 6,927 5,142 1,144 : 67 574

i B41 39005 G-Struclures & Improvements 128,243 95,193 21,181 1,237
B42 39009 Improvement leo leased Premises 516,609 383,469 &5,325 4,981
B43 39100 Or,1jje f="umlture 8.. Ec::;u~pment 530,191 393,551 87,569 5,112
B44 39102 Remittanc~PrQ~essing ~quip 0
B45 39-11J3 Office Machines 0
846 39104 G-Qfl1ce Pum~ure & t:qulp. B93 663 147 9 74
847 39200 IransportatQn ~qulpmp.!1t 15,603 4,085 909 ' " 456
848, 39300 StlJfe 5 ~q,~ipme.nt 0
849 39400 100:5, Shcp & G,uage t:quipment 14,142 10,497 2,335 136 1,172
850 39500 Laboral:oi)" l2quipment 2,347 1,742 380 23 195

851 30700 Communk~~onEquipmep.t 158,8"-60 117,919 26,238 1,532 ~J,171,,, 3D~OO Mi~r.ellaneQuJ,; Eq\li~m<lf1t 21,546 15,993 3,559 209 1,7B6

"3 3Ss:00 O!her T.mgible P10perty 9,006 6,685 1,483. 07 747

'54 38001 Other T.mgible Pr\lperty - Servers ~ H!W 1,668,562 1,238,543 275,589 16,089 138,341

'55 39002 Otr.er T.mgibllJ P~p er-{y - SeJ:Ver:; - ::}NoJ 858,974 637,6DO 141,873 8,283 71,218
8SO 39903 Olt:ef T<lllg~ble Property ~ ~jet\'vork - HfW 201,953 149,9DG 33,356 1,947 16,744
807 39904 Other T~~g, Prvp,,<,rty - CPU "858 39905 OHler T<lOIsible Prop",rty ~ MF - HOI rdware "85' 399M O~her T,mg, PIVp'erly' - PC HarQ-w-are- 145,811 108,233 24,083 1,406 12,089
860 399D7 O~'t'lr T<lllS, PRlperly - PC SQftware 53.910 40,016 8,904 520 4,470
861 39808 Oth~f T~llg, Prvperty' - M<linlr<lme s/IN 5,781,472 4,27Q,633 951,598- 55,556 477,685
862 39909 Otho;lf T~ng, Property' - Appllcatk1n Soltware 145,121 107,n1 23,9fj9 1,399

: 863 3gg2'1 Other lan~, Prcperty - General Startup Cosls 0
854
865 Total General Plaflt 10,230,069 7,593,590 1,€89,658 98,645 B4.fl;t77
265
ee7 CWlP w/o AfcUUC 357,845 265,622 5B,HI-4 3,451 29,669
8GB
869 Shared Sef\~ce'S GU'SlomerSu~port

870
871 General:
872
873. 38900 Land 164,345 121,990 27,144 1,535 13,626
874 38910 ck.V-Land & Larld Rlght5 ;4,993 11,129 2,476 145 1,243
875 39000_ Structure5 & Improye-ment5 755,564 500,841 124,793 7,286 62,644

876 390011 lmprovemenl to leased Premis% 25'9,245 192,433 42,818 2,500 21,494
877 39010 CI<V-Slructures & Improyemerl!s 82,629 61,334 -;3,648 797 6,B51
.78 391.00 Office FurTJiture & Equipment 65,'363 48,518 :0,796 630 5,419
879 39700 Communication Equrpmenl 118,380 87,872 -;S,1552 1,141 9,815
880 -39710 CKV-Commuflkation l::quipmenl 2,1.58 1,602 356 21 179
881 398GO Miscellaneous Equipment 5,452 4,047 900 53 452
882 39900 Other Tangible Property 0
883 ~9901 other Tangible Property - ServN5 • HflN 332,188 246,577 54,866 3,203 27,542
884 ~9902 other Tangible Prope-rty - Serrers • srw 154,557 114,725 25,528 1,490 12,814
885 ~9903 other T3:lgible Property - N8~'10!1< - HIW 110,823 82,262 ifl,304 1,069 9,188
886 ooסס3 OlhBr Tang. Property - PC Hardwa{e 71,420 53,013 11,796 689 5,921
887 30007 other "rang. PrQperty - Pc Sofhvare 28,967 21,502 4,7fl4 , 279 2,402
888 39908 Olner Tang_ Property. Mainframe 8rw 5,586,709 4,146,910 922,733 53,870 ";63,195
889 3ffg10 CKV·Otller Tangible Property 945 701 156 9 78

""" 399Hi CKV·Otn Tang Prop-PC Hanlware 1,5~1 1,144 255 15 128

"'" 39917 CKV·OU1 Tang Pmp·PC Sn!lwaro 719 534 119 7 50

""2 39924 Other Tan~J- Property. Gene-ral Startu;> Cos!:;; 0
",,3

""4 Total Ge neral Planl 7,755,998 5,757,133 1,281,026 7-1,738 643,051

"""898 CVIr'1 P wfo AFlJDC £5,18{) 48,'382 10,766 629 5,404
897
89.'3 TOTAL PLANT IN SERVICE 445,835,433 330,935,358 73,636,764 4,2~Hl',021 3.£,Q6<1,290
899
9tLO_ ___ TQT61 ~WI? ~LQAE...llgQ.. _____ ------------ 8,541,792 6,340,413 1,410,812 82,36~



:Atfl1o~ Energy Curporalio,"" Ker:tlJd<ytM:d.S!a~~,,; D~\ilsIQn

't(e.ntucky JlIrisdic,ljon CasEi ND_ 2013-00148
; Fcreeasted Test Period: Tweivc Mo;,lhs Ended !'lDvemoor 30, 2014

AllOCAT10N OF RESERVE FOR DEPRECIAllmJ

Cuslomef

Ext>Jblt (PHR-2)
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Ac.ct.
, ~ro. Un.

1
2
3
4,
6
7

•
9

10
11
12'
13
14
15
16
17
18
19
26
21
22
23
24
2'
26
ZI
28
29
30
31
32
:;;]

34
35
:l6
37

'"39
40
41
42
43
44
45
45
47
4.
4.
'0
01
02
53
54
05
56
57

'"59
60
81
62
03
84
65
00
67
68
69
70
71
72
73
74
75,
76
77
78'
79
~Q

32:S:2ll

3?,S<\{l

3uon
33:t.tll

J]:10~

334iJO

:H600

3SC10

3S0:l'J
],,1011

35107.
],,103

35;1Q\J

)52D1-

35::lDJ

3:'~10

352.11

3S3Ql

3S30:l

35<100
3SS{>0

35600

365~O

:HGC2

36603

361:)C
3O;1lH

3li90fJ

36901

174CO

37401

)'l4C2

374(])

37501)

)·1501

37Sr:l2

37503
:'·IGOQ

375(11

J7E>02

37900
],·/905

380M

38100

:18200
38:3.00

3840(]

185M
3B@CI

Inlangible Ptant

Tol"l ]rllaflglbl" PI.ant

ProdlJ(~on Pia nt:

I'txxlucin9 ~a~",holds

DE Ways

G'l.8 ~rel18 Equij::ment

Field .Lil~e3

'):':r;ibul::ary Lim::-s

Fi'E'lcl Ne.,,'.l. t, Reg. St..a. Equip

Purification Equipment

Total Pwdudion Pla"t

h'md

R;igI:JtE oE Way
Structure", .and ImprDvementOJ

CDmpres~l.ort st~l::lort Equipmeflt

!-leas. (, Reg. Stu. Stnlctues
Otll.er Structur:e 9

~·1eHE. \ Right..a af I'r."y
Well CQn~tn1("ti{111

to.'ell Equif.":Pent
C'J>:Ihiart Ga.E

Le1.~'O"h<:>lci~

!>toL'age Right-8
Field l.':'ne.s
TdL-utaq' Line::;
CC'Wp.-es50r: 5tation EquijJlTlI':nt

N~~C' I> Reg. E'qu i>JfY-'Or:.t
PLlL"iilc.:H:.i011 l:';C[tliPll.ellt.

Total Slorag9 Pl,ml

LBoo & Lar:d RIgh!s
Righ<s QfWi).'1
St.:t"Uctures l. if'lpI:OVeJ>lellts

oth",r StructlJ!?B

~:ain3 Cathodic Pl-otect ion
r·!.:!ills Steel

~5eiiS "Reg. Equipmen':.
~~,3'<;. &. Re~. tquip~\,,"llt

Total TmnsmlssJon PI.anl

O!!';!fibutlcn'

wr'.d Ii lnnd Rigll.t::.<

"'""LaRd Right5
Mt1d Dt.l1,j:t"

St:<.\~tu1:'e'" t; ImpI':Q'~nt-B

StL'-lctures &. Irn~rOVl"ments T.B.
Mtld Righr:!;

ImpT:Qv<;ment...

Hain5 CathG<:llc Protection
H.1i11::; b\:e!ll:l

J.I,,:i.M t>.l ..... t:io:;
Hc.as & R""J. Sta. Equip GepelC",l

1,I",aEJ. (. R""Sl' St~. Equip Ci!:y 9ate

}lea:J. & Reg. Stil. Equipment r.b.
s~I:vice.s

j<f",terEi

1>1<;t"'.'t: ~mlt<'lll<1it{1I1S

Hou~e Regulators
H~I.1~~ Re.g. Ill.<; tall~t-io~

Ind. ~!<::as. & Beg. Sta. Eq;uip~lmlt:

'.Jl:J::IIc.r: Prop. On Cust:. l:'relO

ro!~! Dlslribu~on P:plll

A]JacaUon
Factor

52, P, S, T & D Plant· Custcmer
$,2' P, S, T &. D PI:lnl- C'.!$tomer

00,0 -

gg.o 
9~W' •
99,0 
illLO 
9RO •
99,0 
99.0 -

99.0 
99_0, •

99.0 
99_0' 
99.0' •
gg.o ~

99.0 
99.0 •
99.0 ~

99_0 

99.0 •
gg.o •

99.0 
99.0~ 
99,0 
~9.0 
99,0' -

9-9,0, 

99.0' 
99,0' 
99_0 
99,0 
99,O' 
99.0 
99.0' -

2.. O· Cl.is~()mers

2:0: Customers
2 {), Cus~omers
20 Cu!';lcmers
2.{)' CustomeJ:3
2 (l: CU51\lmers
2.0' Cusk'rne;s
2.{), Customer:,:

2.0 Cu~lomers

2..{) Cus!omers
2.0' Cu,,!omflr3

2..Q' ClJstom~rs
2,G' CU~(Dme,!";

2,D' Cuslomer;;
2.0, CUSI'Jll1eJ5
4.G, Meter Jrwe!>l'1itml
4.0 MoEllilJ Investment
4,{)' MeIer lnvp,:stn1~nl

4.0: MeIer ltwe!l!menl
5.0: Direct 10 i & T

99.0' ~

Tal'll Commercla!& Firm ~f1tem:plibfe &

Comp<J-IlY Re.'>ld~rrtjal Pllblic Authority Indu"Uial Tlansportation

$,309 5,587 \100 58 159
99,409 BG,392 15,920 805 2,292

Q

106,318 85,979 17,D2a 861 2,4'52

48,893 43,443 5,332 56 61
(6.203) (5,512) 16771 (7) (8)
48,871 43,424 5,330 '" 61 '

6
6fi,728 77.062. 9,458 100 108
63,974 74.614 9,158 91 105
39,006 35,458 4,352 '" 50

9:>4 630 1'02 1 1
2,107,476 1,en,S9-{l 229,827 2,429 ZfJ30

37,173,842 33,030,675 4,053,921 42,852 46,394
'l1,3~4,709 10,002,527 1,234,994 13,055- 14,133

1,4n.747 1.313,1}'j7 1.01.1:53 1,703 1,844
3-40,499 302,5<19 37,132 393 425

1,D33,341 918,172 112.689 1,191 1,200
47,464,180 42,17.1,115 5,176.114 54,715 59,235

1l,831,960 5,306,1illl 2,970.823 275,508 279,520
10,09G,016 tl,001,931 3,393,998 314,752" 319,336
3,231.320 1,941,329 1,08$.925 100,799 _102,267

122..~45 73,804 41,322. 3,832 3,888
2,.894,605 2,894,605

0

126,3'95,5-42 __lQ2~~3il__ ___1§:,~l1.~~ 811,578 _ ____ ~,/':Lfi,~'l5_



2< hl~t (PHR-Z]
PaQl'-3J 0175

------------ - - --_.- --_. --------- -------- - --- --------
[Armus Enelgy Corparalion, Kenlucky/Mid·stales. DN1sloo
iKenluCk.y J~rjsmctio!l Case No. 20.13-00148
[Forecasted r ...'St Period: Twelve Mcnj!)S Erlded NtW$mber 30, 20~,J

I
fAlLOCATION OF RESERVE FOR DEPRECIATION.,

!l2 General
Il3
64 3$000 lo<l-nd &: LarH:l Right,., 62 P, S, T & 0 P!ant - Cus!arnm 21,278 17,208 3;"108- 172 1191
85 3.9000 St.n.lct.lln~5 F1Cl.rn~ 6.2 P, S, r.& D P!ant- Cuslomef 508,40$ 411,147 81,418 4,118 11,724
B. 3$002 Impruv~~1"'nts. 6.2 P, S, T.& D P!ant _CU5lcm~r 143,4'94 120,087 23,780 1,203 3,424
87 3.9003 Air Condit icm ins- Equi~nt 6.2 P, S, T & D Plant - Cusl001er 446,445 361,03.8 71,495 3,615 10,~g5

BB 39004 Im,prO'lt:mcllt to l~~sed Fremi13",,, 62 P, S, T & D P!ant - CU5tom~r 6,204 5,016 ,>34 50 143
EO 39009 of£-icp- F'Lu:nll::ure & Cquiv.r,ent 6,2' P, S, T S. D Ptanl- Custaml!'r 1,059,431 856,799 169,666 e,5BZ
BO 391[10 RemittanCe Pl:,-~ce:J~lng Equip 6.2 P, S, T &. D pranl- Customer 232,2n 187,842 37,197 1,8.e2
91 39103 T~'anspu~'!:!lti.Cln ,<:qllipmL'lIt. 6.2 P, S, T &. D P~i1r.I- Cus!amer (B9,245} (72,172) (1'1,292) (723)
92 39200 Tl:ucke 6.2 p, S, T.& D PIOlr:t- Cu.,toml'!r 334,367 270,402 53,54D 2,709
83 39201 Traih:r:5 6.2 P, S, T &. D PI ar.l- Customer 4,125 3,33B 661 33 95
94 3920~ Stor.es Equi~lltent 6.2 P, 5, T & D Planl • Customef 40,316 32,604 6,456 321 930
95 3~400 .PoweL Operated Equipr,ent 6.2 P, $,1" &.D Pl.ml- Customer 319,3-BO 25<\.282 51,146 Z,5il7 7,355
96 39603 B--j:('~J:J= 62 P, S, T.It. D Pl<lnl- CU5to:'l1er (133,979) (100.349) {21,'156) (1.065) 13.090)
97 39604 l'l",lder13 62 P, S, T & D P~anl· Customer (10,976) [8,876) (~,758) 169) 1253)
88 39605 CGmITUuicCltion 6,2 P, $, T &.0 PI:anl- CIJ~tomer 17.745 14,-351 2.842 144 409
99 39'700 LU!1'Jmmicat ion ~luLil~ RadiQ" 6.2, P, S, T & D PLanl- Customer (178,S50} (144,717) {28,I:iS8) (l.450) 14.127)

100 39701 C'<J!1l>'lunicat ion ~p~nt Fixp.d R<lclio3 62 P, S, T & D PI.anl- Customer (j8,320) (14,815) (2,934) (146) (422}
101 39702 COrmlunic<'ltiorl. Equip_ - Telel'leteruJ9 6.2 p, $, T & D PI<'lr:I- ClJsloml;lr (2B,313} \22,897) 1'.5~4J (22~1) 165>J
102 39"705 ~li.c<cellaneOl.::,'] Equiprr.-::nt 6.2, P, 5, T & D Planl- Customer 1101.621]) 182.180) (16,274j 1823) (2,343}
10> 39800 TiJngible PrOpcTty 5.2' P, S, T & D PI.anl· Customer 4{l1,893 :.6~.7B7 77,186 3,904 11,115
1<J4 39200 Tangible Froperty - Serv",~·s -H/I;' 6.2, P,S,IS,OPlant-Cus!Qmer 0
105 39901 Ot}l.:.r TiJl~9ible Propert.y • S'~rv"'rEl - S!11 6 2~ P, S, T & 0 plan! - Customer 145,871 , fl3,O~6 23,3.76 1,1B2 3,366
106 :39902 Oth~-;t" T"'ngl.l:>l-.,. !,-;t"<Jpe.rty - }lc.t-,,'ut:k - H/t'1 6.2: P, S, T & 0 Planl- Ctr.>tomer 65,155 52,691 10,434 528 1,502
107 39903 OUler T~ng. P>__ope;:tj' - CPU 6,_2 P, $, I" 8; 0_ Plan_I-Customer a
108 39904- otJl.:.r T;'l~lgiblQ I'i:'Operty • I-W - H.. LdWnt-e 6,2: P, S, T & 0 Plan! - Custome-r a
109 39905 Oth;;:r '''ng. l'::<:lpl;'l:ty - PC H<lnv~-are 6.2, P, S, T & 0 Planl- Cust{)mer 0
110 ::19000 Other Tang. Pl.UpeLty - PC Soft\"..lr~ 6.2 P, 8,1"8; D Plant - CUstQmw IU%.3761 \1,371.854) (271.662) 1'>.742]
111 '39907 DtJ~l" 'T~H~. I'l'0l'eot'::'! ~ j,]ainfraw.e sjr, 6,2, P, 5, T & 0 plant - Cu5tomN 0
112 3~Ooa other 7~. PropeLty - Appli",atioll SOEt.III,uce 6,2: P, S, T & 0 Pl2nt - Custmner 0
113 Art is \)tlntlrl]l plant. 1l1lIOt't.i'Lat.ion 6.2, P, S, T & 0 Plant· Custome.e 9-9,321 80.321 15,000 805
114 Rp.ti:t:p."'''nt 110,,-k in 0'-,:o':3xesB 6.2 p, S, T &. D Pll'!'nt - CU!;tum~r (3,9{)3,3~0) (3.156,659) (62_5,10Qi ;31,620)
115
116 T"tal Gener<ll PIaJ'lt (2,230,210) I1.BO>,5S4) (>51,162) \16,005)
117
11. TOTAL DIREcr RE$f:RV~ FOR DE:PRECIA110N 124,271,750 101,608,582 18,191,828 79'4,374
119
120 KI.3r.t~cky M!d·S!~I~s General OffieEl"
121
122 Intm91b1e PIa-hI
123
124 J010U D~Mli:,'.~l:ioJl 99.0 -
125 3Cl2{lC Fl:<ITIe-hi.r>'O's e. C"n"",nt-B 99,D •
126 3rl3tlC I~igc Intangible Plant 99.0 -
127.
125 Tat:<lllntOlnglble Pl<lnt

129
no· Genfrral:
131
132 ;n,\oo rand & Land Rigllt<i 6_L P, S, T & D Plant· Cu5tomel 0
133 3 SlOt)l s tl."Uctu r-es F:t:"lme B.2' p, S, T & D Plaot - Cl,l~me, 20;677 16,72~ ~,~11 167 477
134 3~D1)4 Air Conditioning Equipment 6.2 P, S, T & 0 Plant - Customer 2,393 1,936 383 ,. 55
135 :;19009 Imp..rovemcnt to It:'.:l<ied Prell'.;'''''''' 52 P, S, T & D Plant· Cusrome' 20.358 16,06> 3,2.f30 165 '6S
136 39100 office Furniture !c Ecy.. ipf1:ent. 6.2' p, S, T & D Pl<'mt- Cu~tomer 2g.143 23,568 4,687 236 672
137 3~20() T.r~ll.bP(l.l:.'ta.ti(l1l El{Uipolent 62 P, S, T & D Plant - Cusmrlle, 3.176 2,5B8 509 26 73
1>$ 39300 St,g,,:';3 Equipln"nt- 62 P, S, T & D Plant· Cus.tamer 1,481 1,197 237 12 34
139 39400 Shop I< Gar.a.g.e E'q'--lipmellt 6.2, P, S, T &_D Pl~nt~ Cuclomer 26,511 21,440 4,245 215 611
140 39!lnO Eq.Jipm.,m. 62 P, S, T & D PJant - Customer 6,417 5,1BO 1,028: 52 1'"'
141 J97IJO 1i'q>-1.i.P~:lt 62 P, S, T & D Plant· Ctl~tomer (5.43<1) {4,394) {a70) (44) (~25il

14~ 39800 Hi~("el1arreou5 EquipmEnt 6.2 P, S, T & D PI~nt - C1.l;.wmer 184,145 148,917 29,489 1,t,92

42'61143 399(JO Ot}lCl' Tangible ptope.rty 6.2 P, S, T & D PJant - CL"Stomer :;11,932 25,824 5,114 259 73€
144 )1f~Ol c:t/leJ:" TangibJ.'" l'1;uper;t.y - Set-Vp.TS - 6_2 P, 5, T & D Plant· Cilitomer 84,fJ3.7 66,406 ~3,546 685 1,951
145 )9902 other Tdflgible Froperty - 6.2' P. $, T 8. D PJion! - Cusk-mer "',TTl 3.,003 765 >9 110
146 )'!!/C]] othi:!(" Ta"'gibl~ I'l:"Dp~l:;t.y - - H/I', 6.2 P, S, T & D PJarpt - C<r.>tcmer 69,802 72,623 M,3B1 727 2,071
147 H91Jr, Other T,~ng. - P;'{JpP.rty - PC 62 P, 5, T & D' pjant ·-C'~,."tomer (299,D84) (241,866) (47.S96' <2.1123) (6,897),
14B 39907 Othe~ TaU<]. Property - PC Soft.',rare 6.2 P, S, 1 PO, b Plant - ClJl'>tomp.r 0
149 Q\:t.ec Tang-, pr<Jp~rl::y • Na;,rttrame S/~·' 62 P, S, T 8. D PJdnt - Customer 432,702 349,925 69,294 3,505 9.g78
150 Retit:ement ~I{lrk in Progress C.2: P, S, T &. 0 Phmt· Customer 20,222 16,354 3,23B 10' '66
151
152 Tctal General Plant 653,806 52f1,731 1Qll,702 5,296 15,077
153
154 Shaled Services General Office:
155
156 General:
157
158 39000 St.ruct.uL"~ " Imprcr'e.-nents -6.2 p, S, T & 0 Pl~nt - ClJslomer 304 246 ,g 2 7 .

159 19 CH) !> G-SttllctureS &. JmpL')Vereellt.s 6,2, P, S, r&O F'Jant-Cuslomsf 34,530 27,925 5,530 260 76£
160 39(H19 II~t'rove.m~:: to lcasc.':i PremiGeEl {j2' P, S, T & D Plant, C~omer 422.069 341.326 67,591 3,4'19 9,'7.33_
161 39iOO DHice F''LlInil::url;> .. FliIuip"""rJt D.2: p, S, T & D Pll'll)t - CllSlom~f 278,940 225,578 44,670 2,260 6,'132
162 39102 RemittanCe Pt:c>(]E;ssing I-:quip 6,2: P, S, r &0 Pla"t· Customsf 270 21fl 43 2 6
163· J9LO) 01:fi.ce NOIL'hlneE 6.2' P, S, T eo 0 Plant· CUS-lorJ:er 133 108 21 1 3
1£4-- 391.04 G-O:fti~e Fm-nitme (, Equip. -6,2, P, S, T &DPlant- Cl)stOtnN 92 74 15 l' 2 .

165 3"J'<:OCi -r:r-an.'lport3tion Lquiv~llt 6,2' P, S, T &0 Plant-CuS-lomfJf 3,709 3,OVO 594 >0

~I1m Sl:ore<i Equip,r.ell!: '6,2' P, S, T & DPlant- Cus1ome; 35 28 6 0
167 Tools, ghc,p '" carage Ei'quio;~"r.t 62 P, S, T eo D Pll'lnt - Cuslorr-er 3,014 2,437 483 24 69
16. LM.or"tc>ry Equi~nt 6.2 P, S, T & 0 ?lm1t· Cu~lom~ 272 220 44 2 6
169 COl[ffiuniL'i'lti,~n ~qui~'Ik"nt '6.2' P, S, r &. 0 Plallt - C~sloml;r 53,004 42.004 8ABS ·129

'~I170 39800 j.ll~~~11aJ1E,jU'<; EqLlipm~nt: 62 P, S. T 8. D Plant - CU!llorner 5,212 4,215 .35 42
171' :J.9$lCO t~ther Tangible Pr:o:r-er:ty £,2' P, S, T &0 Plant- Cuslomsr 3,691 2,985 591 30 85'"

172 39901 Other Tangibl''l Pr0:P<=';.'ty - Be~e~-Fj - H/~.' 6.2~ P, S, r & lJ Platlt - Cuslomef 471.862 381,£99 75,5813 3,823 10,864 '
173 39'90.1 Othe..r T=gible. prOperty - Server.'! 6.2' P, S, T~, 0 Plarlt - CU!l!QmM 2S3,8~8 213,373 '12,253 2. 137 u.OM
174 Othe1.- Ti'mgible Pwperty - ~letwork • 6,2; P, S, T & D Plsnt • CuslomEf 9"g,600 79,738 15,7:~JO 799 2,274
175 Other Tang. 1-'roperty - em '6.:2, p, $, T & D Plant - Cu.,lomer 790 639 128 6 18
17'6 othQr Td.llgible PL'op~rty ~ NP - Hal.--d~rG]:e 62, P, S, T & D Plant - CU5lorller 700 574 114 6 16.
177 7'2I1g, P"operty - P{; Hardware 62' P, S, --: 80 0 Plant,ClIslomer 106,602 86,209 17.072 "" 2.'158
'l7B Tcmg. Fi.uperty - I?C 8o£tHarQ 6,2; P, 5, T e.D Pl\'lllt-CU$(orl)er 39.740 32,137 6.364 322 916
179· 3':'1";'013 Ot}ler '::='1. pl:ope.rl:.y ~ ~~dlll.fl"~"'.E. S/H 6.2, P, S, --: & D Plant - Clls!oroor 3,'301,764 2,670,127 528,754 26,7116 76,138
180 :J99\l9 Othet- Ti'mg. Fl':<Jpei.-ty - Application 5Clf[\,..u~ 62 p. S, T & D- Plan.t· Cuslomer 125,570 101,548 20.10') 1,017 2,896
181 39924 Other 'l.'cmg. P:mperty - Gene!.'~l Startup .co.,~., 6,1 P, S. T & D Pl<1nt - CUs!OImlf 0 0 0 0 oi
182 R~t.il"~ttl~nt. w~rk hl p~ogr~>la 62 P, 5. T & D Plant - Cus!orner 171 (5) 11) {Ol 10)
183
~,e~ ___!2tal GE!l~r"§!_e!§I.i~J---- -------. ,5r21A,~_ _...1,?!X,?3Q_ _~~,1~'§'_ 42,244 120,2501
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Atmos Energy Corporation, K/jp.tuckyfMjd·Slales Di\l'lslon

Kentucky JIJiiscliclion Case No. 2013·00148
Foreca'ilild Test Period: Twelve M,:mths End6d NovE!n1~r 30, 2014

6.2 P, S, T & 0 Plant - ClJ5t-ome; 0
6.2 P, S, T & 0 PI2nt - Cust-omer 0
6.2 Pi s, T & 0 Plant" Customer 1,15,846 120.371 23M" 1,206 3,432
6.2 .p, S, T &. 0 Plant - CU5!>irlll'lf 175.681 142,073 28,134 1,423 "1))51
6.2 P, S, T & 0 Plant - Cuslomllf 19,6J5 15,879 3,144 159 453
$.2 Pi s. r&D Plant, Cu~tQmer 7,125 5,762 1,141 58 164
6.2 P, S. T & 0 PI<'lnl- CU!;tamel (293,820) (237,620) {47,O55) (2,380) (B,776}
6.2 P, S. T & 0 Plant~Cust{Jm!Jr 522 422 84 4 12

1

6,2 P, S, 1 & D Plant - Customer 169 136 V 1 (il•6.2 P, S. T & 0 Plant - Cust>irlll'lt (49) (4C) (8) (0)
62 P, S,I& 0 Plant-Customer (1{)S,10S) (87,426) (11.313) (876)

;;:~~i!6.2 P, S. T & 0 Plant· CUS!<Jn1-ef (1~6,129l (158.60Sl) (31,409) (1,589)
62 P, S. T & D PIc.1l1 - Cu~tcm"l 4,5e9 3,711 1'5 37 100 I
62 P, S. T & D Plan! - Customer (5,2213] {'-l,227j (837) {t.2} (121):

6.2 P, s .. T 8. D PI.,nt - Gl.lsl<Jmer 12.951 ~{J,4i4 2,074 105 2fJD !
62 P, S. T .'!. D Pldl'lt .. (;1J~t'Om~1 i,Il.16,nO 1,469,16El 290,:933 1-4,716 -41,8:93 !
62 P, S, T & 0 PlarJ! - CU3tomBr 176 142 28 1 4
62 p, S, "f & D Plarll- C\lst{lmer 673 544 100 5 16
6.2 P, S, T & D Plan! - Cu;;(-o;ne/ 192 156 31 2 4
62 P, S, T & D Plaflt - Customer 7 6 1 0 0
5.2 P, S, T 8. D Plant· Customer 0,125) {9~O) (Hm) (9)

1,582,800 1,280,012 253,475 12,822

--- - ------ ._-
131,723,248 Hl',634,525 19,JBSy2g B54,?3,?

Land
t'''''V-.L."illd 1:< L'lllc Rights
.9t.rueturl.cS & Ilnp..rLy.rclnellt£

Impl'mrelllE'.Dt to lecu'led Pl:"efl\~ge:E3

C"-'V-,StLllctures & Imp~-ove~nt::J

OEfi.c'c Yunlit.w:e I<. Equipment:

C~nic~tiot'l Equiprr,<!nt

Cf,.'V-('om.rmmic<:Iti<Jfl Eqllipm~nt

~l1.scellaneou.'l Equi~m€'nt

Other Tangibl.e "Propert.y
Other 'l.'angible !'ropel·ty - SelVet'g "

Othcor T2II![Jible J:1ropcrl:)' - S.erve!;s 

Other Tangible Frope.ty - l':-el:~d-.: 

Ot"her Tang. Pro~erty - tlC Hard'",an::!
Otller Taw;! .. ?ropet·ty - PC Soft'"",r",

other Tatlg-, pr~~,;.,rtlt - Hainfl.-amp- Sjll

CK'l-OthF.~ Tal1g"fblp. P:wperty
CKV-Oth Ta.ng "rop-FC Hau:::" ..areo

Cl\.""V-Otn Tang Pr.op-PC' Sott.ware

OL1:.er Tang. Property - Ge:Jl.::ral 5t~l"l:-up C~Elt.El

R.el:.ir-e.=L l~ad: in Progre.sa

Total General PI:anl

3$1~02

39903

3'9"'10""
399'07

39'J08

38900

3.9.910

::> ~'::OO

39009

391'110

39100

3nOll

39'l1{)
39110n

3990{)

39'9"01

ALLOCA1iON OF RESERVE FOR DEPRECIATION

'85,",
'"7
188
1M
190
191
In
193
194
195
196
19'1
198
199
200
20j
202
203
204
205
205
207
208 39917

209 39924

210
211
212
213
214.
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-- ----------
IAlmos Energy CO!pOlatioo, l{,enluck'jiWiid-States Civi5Jon
'K.!Jllloc:ky Juri.,<;ilctloo/1 Ca5~ NrL 2013·00148
:Fore<.':<'lsled Test Pe-rio-d: Twel...-€" Mcnths Ended Navernb~3-0, 2014

AlLoCATION of RE.SERVE FOR DEPREC"....TION

Demand

6.4 P, 5, T 8. D Planl- Derr:<lnd
{jA P, S, T &. D Pianl- Demand

99.0' -

Total Commercial & Rrtn Interm¢ble&
Company Re:iidef\Ual Public Aulhollty lndus!rI:'ll TmnspotiatJorL

1,315 563 253 23 477
18,917 8,094 3,63B 328 5,851

0

20,232 6,657 3,881 350 7,334

3'2,"~51

16 328
224 4,&;19

6D 1,2/36
817 17,000

9,175 192,099
3,322 69.543

205 5,541

13,878 2SO,571

41 848
49 1,022

1,057 n,132
210 -4,403

1,221 25,~5;

5,106 106,902
1il,233 214,243

4,968 104.007
2,341 49,O[f4

1,546 32,373
465 9,732

1,622 33,968
10904 39,860
3,359 7D,335
2,080 43,541
1,420 29)2'3

37,620 787,656

Q 0
7,524 157,529

(25) (522)
1.049 21,001
5,248 109,868

294,389 6,1G3,850
4.206 ~,OO5

31,259 <354.474

343,660 7,195,230

143 2,991
(18) (380)
143 2,900

253 5,300
245 5,137
117 2,4011

3 57
6,158 128.929

10B,620 2,274,188
33,ODO 6B2,813

4,318 9O.4'J4
995 20•.531

3,019 63,217

~,537

(2"'1
1,5&5

1,7401,993

2,815
2,l2ti
1,295

3D
6-8,400

1.206,607
367,58-3

47,965
1i.OS2
33,541

3,531
(448)

3,5::9

3,882,377

6,263
6,004
2,B82

67
152,183

2,684,541
817,824
106,717
24.589
74,624

9,073,380

B,252
(1,Q47)
8,248

o
14,637
14,173
6,735

158
3~5j686

6,273,957
1,911,310

249,-4D4

S.7f~S7
174,401

o
o
o
o
o
o
o·

904 "'7 174
12,963 5,547 2,493

3,492 1,494 672
47,163 20,180 9,070

529;956 226,761 101,921
181,8-54 062,092 35,1%)7
15,287 6,5-41 2.940

801,619 343,002 154,167

0
2,341 1,002 450
2,821 1,201 542

61,058 26,126 11,743
12,148 5,198 2,3'36
70,517 30,173 13,562

294.918 120.191 56,719
591,046 252,'900 113,670
286,931 122,774 55,183
135.191 57,846 26.000
~9,310 38,214 17,176
26,849 11,488 5,164-
93,711 40,093 16,022

109,96B 47,053 21.H9
194,037 83,026 37,317
120,119 51,391 23,1Vl

82.DC'O 35,CB6 15.770

2,'l/2,%1 S·2.9.180 417,904

16 7 3
~34,585 1e5,~53 83,579

(1,441; (617) (277]
60.585 25,924 11,652

303,1Q1 129,693 58,292
17,004,632 7,276,052 3,270,331

242,952 10:':l,9S6 46,724
1,B0-5,5-42 772,QJ7 347,242

18,849,972 8,49:.\5~ 3,811,547

Al!ocaUoli
B:Jsls

3,0 PeakDay
3.0' Pe8k Day
30 Pe:lkDay
3.0 PeilkD<lY
30 P.eakDay
3.0 PeskDay
3.0' Peak Day

3.0, Peak D-ay
3,0 P~<'lk Qi'\j!
3.0' Pwk Day
3.0 Peak Day
3,0 pe.ak Day
3.0' Peak Day
3.!} Peak Day
3.0' .Pe:<lk D<ly

3.0 Peak Day
3D. P.eakDay
3il Peek Day
3.0 Peak Day
30 PMk Day
30 PeOlk Day
3.0 Peak Day
30 PMk O;,;,y
3.0 Peak Day
~o Peak Day
3,0 peahi Da.y
3.0 Peak Day
3.;] Peak Day
3.V Peak Day
3.0 Peal< Day
3.0 Pfra!< Day
3,0 Peak Day

3,0' Pe:<lk D<ly
3.0; Pe<lk Day
3.0: PI3...k Day
3.0: Pea~ Day
3.0: pellk Dey
3.0: Peak Day
3,0 PeakOay
30' PeakO<lY
3.0 Peak-Oay
3.0 PlO<lkOay
3_0' Peak D~y

:to PeakOay
3_0' P€ak Day
3.0: P13;1jKOO'l)l

990 -
89.Q; "
99.0 -
98'0 •
G~U)' -

99.0, -
990 -

PJIOC-dlion
Fsc!or

Storage Plant

Tot<J1 ProductlQfl Plan!

Transmission:

3~Soi.Q La~(:L!~ndRI9h~
365:20 Rights of V'!ay
]6&Q'J Etru,:::tut-e,;;", 11I1p.t:o',e~lent,;;

36"iJ3 orn"r st.=t.u".6
tI'.ain9 Cathodic Pr:ote'::tion
~lairu! . Steel

'36900 ~j"aE_ f.. Peg. Equipment
]6901 ~k'13.3. [. Reg. EquiPll1'ellt

PrL"du~ing Leasehold~

]2.5·10 R1Clht.s of Hays

311UO l'nxlu<;t.ian C"a I'T<::!-l-a Equipl1'l<;nt;
33201 l/ield l.ine5
']32lJ2 Tdbutary l..in~l]

3;'r\~Q f'ie.ld ~ie=. "'- E>c.g. 5ta. Equip

:nGlJO PurificatiDll £quLP='nt

Tot:Jll nta.nglble Pl.<!ont

IntanglbEe PI<'lnt

]Cll(lC Ot:ganiz,",-l:.ioJl

30:100 Franctd_se,s '" COn"'''':lt:,..
]0300 />lise Intangible Plant

Tot.<ll mSlllbuHon PI~nt

Production Plant

'"'''''35020 Ri.ght.~ of w~y

351011 Strw::t\u-e"l ",TId Jwpl.-QV~l<IefitB

J5l0i! C'olTlPr,;,s.6iot1. Station 'Equl.pmE>Dt

J,51Cl3 .f.leaB. & Reg. St". Stnn;tl1e~

35104 Othet' SttllctL:J:e::::
3;;~OO 1'f",lh; \ IU'9hts of H.:l:t
35201 ]-fell C0:18trHctiaf1

35202 trell U:pJipment
35.10J CUshion das
35210 Leas.eootD5
3S21l Sl:.{)rag~ ~igl:l.t:!'

3 S-.}(J 1 Fi.eld Lines

Tributary Lin>':!>

]s.Joa cc;mpreEl,,-,or su.tlon ~iprnent.

3:i5011 l'l~a5 Or: Reg. Eq\lipment
3S.6lHI Put'ificatLan Equi~~lent

J. 7400 Lar,d & hmd Right::J

]14(H L,:;ir:d

:1 74 Il~ Land Right;'!
31-'1(13 Lanu O1::IW ..,

31500 Str..1ct'lres & Improvel1lents

3'15tli Stl-'Jctm::es u ImprDve,ment;'! T.t:.
L::llld .'H.glltE

3150] TTIl~l:ovementa

3'1600 !-lains C'ath'Jdil:; Protection
J.1GOl !·lili.ns - Stet:!l

31507. MainE> - plastic

3?SOC N",I1S &. Re.g. St.a. Equip - dM~ral

375HlO NO'as '" R"'g. Sta,. Eq1.1lp - Ci.:y 9'l_te
]'1>105 Meas & Reg. Sta. Equipment 'f .h.

3tlCCC st'!:tvices
JalOO lolel:.en;
]{l2()Cl />leter Inst",llaitof1"'l

3fl:1CC i:!O\l3e 3'::egu.l'!tors
;H~~(la Hall5e, R!:!g. IJ-!sl:a1.1ati.oms

3.BSClCl Ind. }Ieag. I< Reg. Sta. EWli:[:'Illent
3B5[)C DI..:]lEt· Pt'op. On rust. pn':r"l

Line

215
2:6
2'l7
218
219
220
221
222
223
224
225
226
227
223
229
230
231
232
233
234
235
236
237
238
239

I 240
241
242
243
244
245
246
247
248
249
250
251
252
253
254
255
250
'}fi7
'}fi8

259
260
201
262
263
264
265
'266
~67

269
270
271
272
273
274
275
276
277
278
279
280
281
282
283
26'1
285
286
287
288,
289
290
29-1 '
292
293
~"L,
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1,4~

165
1,404
2.010

219
102

1,829
443

(375)
1.2.702
2.203
5,835

329
6,194 '

pO,63G)

21
2,382

29,114
19,241

19
9
o

256
2

208
19

3,656 '

~~-]
32.557

1'

18,200
6,801

54
49

7,35:3
2,741

227,751
8.662

o
(1)

~~,!.w,1

45,099

29,841,
1,395

1.4GB
35-.009
W,2~3

30.795
428

73,062
16,022
16.156)
23,0134

265
2.781

22,030
(9,242)

1707)
1,22"

(12,344)
11.2(4)
(1,953):
[7,0(0):

33.
247

1

10,069
4,494 :

11,415,879

""6
67
96,0

5
87
21

(1 f.)

607
10S
279

10
290
(985)

1,426
67

2,154

4tH
215

(5,5£9)

70
1,675

489
1,411

20
3,4'91

705
(294)

1,102-
14

133
1,0fi2
(4ill}

136)
58

(5'90)
1£0)
163}

1335)
l,SES

(7,348)

i
iH

1,391
919

1
o
o

12
o

10
1

175
17
12

1,555
669
325

3
2

351

131
10,878

414
a

101

37J
(12.860)

545,248

779
18,607
5,435

16.339
227

38,775
8.501

(3.266)
12,237

151
1,475

11,58-9
(4.903)

(402)
649

(6.549)
(670)

(1.,036)
(3.719)

17,640

757
Be

705
1,067

116
54

970
235

(199)
5,739
1.169
3.006

175
3."87

(10,M6)

(801,EJ21)

(52,D84)

15.83$
700

5,342
2,3B5

11
1,254

15,447
10,209

10
5
3

136
1

1,0
10

1,!t40
191
135

F,:::74
9,656
3.609

"9
26

3,9D1

1A5~

120,837
4,596

o
1°1

190,85:)

3.635
(142,8551

6.056,881

523

53,236

"5
2.812

34,367
22,713

2"
11

8
302

3
245

22
4,316

424
301

38,432
21,484

8,029
64
58

a,ceo
3,23l'i

268,847
10,225

o
(1)

(442)
14,994
2.500
(),88B

369
7,312

,24,353)

1,733
41,397
12,091
36.352

505
862<38
18,913
(7,2071
27,226

336
3,283

25,000
(10,909)

(894)
1,445

(14.5711
(1.4921
(2,305/
(B.2741
39,246

1,6f.SoI
~95

1,658
2,373

'50
121

2.159

11.8iJO
5,305

35,233
1.647

.J24,tS23

(138,128)

80,087
(317,83~)

("181,595)

13,475,755

{424,400j

124,417

5S
6,571

80.318
53,081

51
25
18

lOB
7

573
52

10,086
il92
702

89,81B
50,X1-9

18,763
150
135

20)'86
7,562

628,313
23.8"96

o
(11

99_2,372

D
3,935

455
3,874
5,5<\$.,,,

282
5,045
1,221

(1,D34)
35,D42

6,DT7
16,097

909
W,OB9

(56.9141
o

82,3<12
3,848

4,049
00,748
28,258
8-4,957

1,181
201,615
44,201
(16,983)
63,029

7'5
7,fIll

60.777
(25,4:96)

(2.089)
_ 3:,377
134.054)
(3.'"6)
{5,:'(8)

{19,338)
91,721-

o
27.778
12,399

o
o
o

(322.814)
o
o

18.000
(74',800)

31,483.763

6.4 P, S, T & D Planl ~ Demand
6.4 P, S, T & D PI.'ln!· Demand
6.4' Pi $, T & D PI~nl- Demand
6,4' P, S, T &0 Plan~-Dernand

6,4: P, 5, T & 0 Plant - Demand
6.4 P,~, T So 0 Piiml- lJem.<lnd
6A P, S, T & D pj<it)! - Demand
6,4 P, S, T & 0 A.m! - Demand
6.4, P, S, T & 0 Pianl- Demand
6A P. S, T &. 0 PI<m! - Dema[ld
6.4, P, S, T & 0 Planl- Demand
6.4: P, S, T & 0 Ran! - Demand
6.4 P, $, T &. D Pi<lnt ~ Den1<lfld
6,4 P, S, T & 0 Plant - Demand
6.4 P, S, T & 0 Plo::n! - Demand
6,4 P, $, T &. D PllOlnt - Dem~~d
6..1 P, S. T & D Plant - Demand
6.4 P, S, T (1,0 Plant - Demand
5-4 P, S, T 8, D Plttnt - DEfr1l'lnd
6.4 P, S, T & 0 Plant- Dgm<lnd

6.4 P, S, T E, D Plttnt - Demand
6.4 P, $, T & D Pi<tnt ~ Df:lm<lnd
6.4 P, S, T & 0 Plant - Demand
6.4 P, S, T & D Plttnt - Demand
6.4 P, S, T 8. D PI<J.nt~ DemOlJld
6.4 P, S, T & 0 Plant- Demand
6.4 P, S, T & D Plant· Demand
0.4 P, $, T & D Plarlt ~ D~mOlp.d

5.4 p, S. T& 0 PIal'1t-Q.emal'ld
EL4 p. S.l & 0 Plant - Demand
6.4 P, S. T &. D Plilllt- Demand

6.4' P, S, T &0 Plm,t· D6rmlnd
6,4 P, SJ T & b Plant - Deman.a
6,.4 P, S, T & D Plant - D"'rnarld.
6.4 P, S, T & 0 Plant· Demand
$,4' P, S, T & 0 Plant - Demand
6.4· P, S, T & D Plant - Delnand.
6.4 P, S, T & 0 Plant - Dernand
6.4 P, S, T & D Plant· Demand
6,4 P, S. T &. 0 Pl.Jr,t - Delm'lild
6.4 P, S, T & 0 Plant - Demand
6.4 p. S, T & 0 Plant· Demand
6.4 P, S, T &. D Pl?nt - D~m<llld

6.4 P.S,T&DPlant-Demand
6.4 P, S, T E, D Plant· Demand
6.4 P, S, T 8, D Plant - Dem~md
6.4, P, S, T. E, P Pl?nt - Dema~A
6.4 P, S, T &. l) Plant- Dero-and
6.'1 P, S. r&D Pl~nt- D!O"fll.md
6.4 P,S,T&DPlant-Demand

6.4, P, S, r&D Plant - Demand
6.4. P, S, T & 0 Plant- Delnand
6.4, P, S, T & D Plant- Demand
6.4 P, S, r -& D Pla.nt - De-rnand
6.-4 P, S, T.& D Plant - De·mand
6,4, P, S, T & 0 Plartt - D13m<Jnd
13.4 P, s. TO. 0 Plarlt· Demand
64 P, S, T &Ofllant-De-trI<!nd
6.4' P,S.T&DPlant-Dilm3nd
6.4 P, S, r&D f'lant - Dem~nd
'3.4 P,S.T&DPlarlt-Demand
6.4, P,S,T&DPlal1t-Demand
6.4 P, S, r.e. D Phmt· D!Jrn<lnd
64, P. S. T &. D ?Iant- Dema;o,J
6.4' P,S,T&DPlant-Demar.cl
6,4' p,S,r&DPlant-DlOrn<lnd
6.4 p. S. T S. D Plarlt - Demand
64, P, S, T &. D P~l3nt· Demar:d
6.4 P, $, T & D Ptant . Dernar.d
5.4, p. S, T & 0 P!ant- D13m.md
64 P, S, T & D Pia.nt- Demand
6.4: P, S. T &. D Plant· D~mar:d
5.4 P, S. T & D P!ant - Demand
5.4: P, S, T & D Hant· Dema:-:d
6.4' P, S, T 8. D P~OIrlt· Demand

99.0
99.0
99.0

'Cr;mUill,H'Lic.l.t: i~1"l M<'Jbi 1e ~ddios

('ommani(;"ItiQn Equipl.'\'::Qt - 1·i.xed R.1d.i.:,s
Cu~um..'.'cicatio]l Equip. - Thl(!w:~I:~rln9'

Misc""llal:cr>l.l'; Equipm""r1.t

Othet" T",~~ble Pnlp'Orty
OtMr T<l~>{J.ibl", PrLlpcrty - .s"t"',,,,u, - H!11

Othe:r- ';'"ngi.ble Prop~rty - S/il
Ot~r Tilngible p:t:ope:t:ty r Nt::l:.H~t'l: ~ H!I,'

Ot..~r 'J'2tll'(;l. P~ap~rt.'I - CPL:

Othf,r Tan9i.b~~ Property -

Othocr T,m9. Propet·ty r PC HClldwCtre

otller TClf\O) P~Dp ..:rt.y PC S"ft\'~l:e

Othel- Tang. Pl:operty - Nrtinfrarne £/1"

Other T;1Ilg. P"'cp~rt.y - J'lppli.ciltion Soft\~<'.I:e

.b.R IS g[;ne~'al pl,mt amot:tl.z.ltiQn

R",tirernent I'ad: ill Prcx)I:L'.fis

I.:md t< IVU1~ Right.s
StL-uctur-eil FramE

~liscellaneou.B

La..l1d Ii lillld Rl~~l.t.s

,s!:.rllC!t.ur= J;'l:<l1llP.

Improvemp...t5

Air cOlldit.iolling f'''I',i[%lOut

rmp~'ovement t~, l~J.:Jw l'rerli:lil,i;
Office Fur-nLLuH:~.I< E<;juipmC'nt.

R~mitt.<1rt~~ PlCe~eB.. i ..'g f.q>,ip

T1.'<ln:Jpol·t;<lt;ion Equirm'O"nt
T:l<Jc!c",

Tr~il~r~

St;Qr-"!J Eq1.; l.~ent
Pa·,'cr 0pct'alt'd E:quipJflEIlt

8<lo::khoel3
11~Id.ei':J

Cmmnunicatioll

oth~r Tar'J.9'ibl~ P~~.rty

othe~ '!',mgible Pl;QFI;"rty - SIOn"o::L'l - H/~I

Other Tangible Property - Berver.s - S/N

ct11c.r Tangible P.I:.'Ope[t.y - Ne.urOrk - ll/~l

othe1: 'rang. ~:r:Dperty ~ Cf;IlJ

Other Tangible Pr-operty - ~J!I' - Hard"oare

Ot.11er '::J.119". .l'trap<O-.rt)' - l:'C H.;}.t:dH~re.

Other Tang. I'ropertj' - rc SoEt\'Ii1"t-e

Ot:her Tang. PrQp-.ert:.y - N,,,in.frame s/t,r
Ot110:.1" T;;lllg. rl:(]P'qtty ~ Al;Jp.iicat:.ion Sofbroi'l ..-e

Oth~)'; 1''''':19". ~p?rt:.y - .GenerC1.l Startup Cv~t.s

Retirement Hark in Progres~

Air cr>"ditio"tl<g Equipment
Impr')vlOlr.eflt t'J le.as-::d !>:remi.:Je~

Office .!''urnitm:e & Eq;uil?~=t

T.tar.sprJ.rtatirJrl E'!'-lipm~rtt

Stm.-E3 l':quipmeflt
Too"ts, Ehop t.. i:<arage Eq..liPffi";nt

PO\'re~ Equipmer-.t
Co,~.'c,t.ion ICquipmen.t
l,r.i3=~L:lm:~O~" Equipr.uO!nt:.

Dthe~ Tarqible Fl.>JpeJ:t.y

utl1eE Tangible l"l:"opel'ti' - ::;,:,t v,:,r6 ~ H/n
Ot~t· Ta!'lgiblr. P=p~t·t.y - ~"'t"Ve'::", - S/I'I
Other- 'l'angible F~>J'per-'::y - N~t:.,.'Ork - fl/w
{)thC':~' T.lt1£l .. f't~PQ.rl.:y PC Bar-ciware .-

Othet- Tang. t't"QPl;rty - t'C S-oftwar:e
(J'::her: '.rang. Pr-Dperty - l·j<tUlfGllIl.[! slw
RCl.tit'Cll1fr.llt. tlDrk in Pt'orJ~BEl

Et.ructures &0 llOpra'felDeJll:..s

G~3l:-n1cl:.11t"~~ & rmprc<ve~t8

Impl:ovt'mfOnt t.Q leaslOd t'I:-emiso::s
Offic", l-'\.ll-niture .'< EquLp."1lenl:

.Rem-!-ttatl~C': Pt'=cs~il'L9' Ecruip

Office ~]achine.co

G-Of£ice Furnitur:e & Equip.
Trar\spartatci-ol"l Eqtlipl10'l::

StCl:I'i(J Equipment
Tool.':!, Shop & Garage E:quipiK']~t.

~bo~~tot-y W..J.u~p!~cl1t

<:;'q=rli~l;ian

Intangible Plant

Kerotucky M~d-Stales General Offief:'

TotclllI1t:lnglble Plant

GenNal:

TOTAL DIRECT RESERVE FOR DEP~EC!ATION

Totel Genera~ P!<mt

Tot'll General PI<lllt

],9903

39.905

39901
J990[1

37400
39-0Cn

39"00'1

39"009
].9HlO

3910J.
39104

3~:JOO

3931)Q

39<l.OO

39']00

397Q\1
39iJOO

3:1:9"00

39<;1-01
39g.0~

39903

3!>'!J"O-l
39905

39906
39907

39"3-00
39400

19600

19100

3-9900
-39000
39002
39003
3900.1
"'~OOg

39100
39102
39200
3920~

~9202

39400
39803
'0004
39505
39700
39701
39702
39705
38800
39900
39901
39902
39903
399011
39805
39906
39907
39908

::.60
301
302
303
304
305
306
367
308
369
370
371
372
373
374
375.
376
377
378'
379
380
381
332
383
384
385
386
387
388
389
390
391.,
392
393
394'
395
300
397
398

i~m(J.S-EMrwcorp(;ra!j(jn.-Ker;tUCi(,JlMid-Sta1es Dl'fIe;lun
IKttntucky JUJ[sdlction Case No. 2013·0DH8
iForecasted Test Pelrod: Iwelve Months Ended NOl,'ember 3D, 2014

!ALLOCATION OF RESERVE 'FOR-DEP'RECIATION
295
2%
'2JJ7
298
'2JJ9
300
301
302
303
304
305
305
307
308
309
310
311
312
313
31<
315
318
317
318
31D
320
321
322
323
324
3:25
320
327
32~

329
330
"'31
332
333
"4
335
335
337
338 Org<lnizat.ion
339 ~D~(J.O F.I:.'anc11ige-;; '" LOm;E!llt.;;
340 :>\f)Q:O ~li6~ Jntangib;t... l?limt
341.
:342,
343
344
345
346
347
348
349
350
351
352
353'
354
355
356 39[>00

357 39900

358 39901
359



ExhiljltPHR-2)
Pa~e 37 o!75

6.4 p, S. T.& D PI<'lnt - D-e1l1"n'ld 0
6.4 p, S, T & D plant - Den1a~d 0
6.4 P, S. T & 0 Plant· D.emand 28,325 12,120 5,~47 490

6.' P, S, 1" &.D Plant-D~mand 33.431 14,305 G,~30 579
6.4 p, S, T & D Plant - Demand 3,737 1,598- 719 65
6.4 P, S, T & 0 Plant· Demand 1.~ 580 261 23
6.4 P, S, 1" & D Plant - Dem~nd (55,915) (23.~25) (10,754) (968)
6.4 p, S, T & 0 Plant - Demand e9 42 ,. 2
6.4 P, S, T & 0 Plant· DemarK! 32 14 6 1
6.4' P, S, T & 0 Plant - Demand (9) (4) (2) (0)
6.4 P, S, T &- 0 PI~t - Demand {20,S73) (8,BD3) p,95.7) (356)
6.4 P, S, T & 0 Plant - DemsrK! (37,323) [15,9-'0) (7,1713) (6461

'" P, S, T & 0 Plaflt-Q~ma!!d 873 ,7' 160 15
6.4 p, S, T & D Plant- Denland (995) i426} (191) 117)
£.4' P, S, T & 0 Plaflt· DemanD 2,465 1,n55 474 40
64 P, S, T & D PI<1flt-Demand 345,713 147,9'26 6oAR5- 5,98-5

6.4 p, S, T & D Plant- Deman'Cl 33 14 1
£,4' P, S, T & D PJ<lllt· Demand 126 55 25 2
'6.4' P, S, T & D PJant, Demand "51 16 7 1
$.4' P, S, T &- D PJ<mt- D",menti 1 1 0 0
6.-4 P, S, T &. D pjap.t - Demand (214) (92) (41) (4)

301,'202 128,880 57,927 -5,215 ~09,iOO

32..911,754 . 14,062,4.94 6,329,580 569,797 , 1',929,8:74

Laroa

Oe"V-~rld t.. Lar:d Right,;

Stn1ctllr-e,~ 11: Il'1prQvement::<
:lmpro',.-emeilt to leased r>rBTI.h;E>B

CK'1~St.:tU~t'-lrE>::; &. I~r{]Vemf'nt5

Office rtaTlit1.1re Ii.: E~1~pment

c=lI.lJlica.tio~ ~'£UiF~U'-"nt

CK'1~C=m'~ i~atl<:lrt Erruipm~t.

~Ji:>cell<lr:p.0l15 Eq<:ipm",nt
Other Tanglbl~ Praperl:y

OtheL- Tangiblp. tJ.o.",,,..-ty - H/w
Otn..~r Tar.gible t'l-O;Jet-ty - SCt"vt:t'S - SII'I

DU}l'!r TLl~<Jible Prup~d::I - net.\,'o,,~ - H/~I

Otrn.;c Tan3. P"oFe,:;ty - PC I[in-d",,,,xe

Otw:l' Tcmg, p[c>pc:,:ty - PC S'Jft""'.H'~

Other T=g. P~L'iJ""~'ty - l'l~ill[ra"l" g/~l

c,::v·oth~r T~'Jibl~ Prcperty

CKY-Oth T,mg P~-0r-PC lliJ.nhlin:E
D::v-Oth Tang I'rnp-PC .9Dft.t,'1-';-"

Othe..- Tang. PtTJI'E:I:t" - General StdI:tU:P Cast£;

Retin:m.::nt W')l'K in !:'r~re:;f;

G8!lerar:

Total Ger.eraJ Planl

39?Gl

H"'O.<:
39903

n~06

3'1"")"
3990B

]El900

389l(J.

390DO
39C09

390Hl

391ClC
]91(10

H1HJ

39!){iO

424
425
426
427

i _~2jl~_

I

Atmcs E~NgyCO[p·(Jfaticn<l<€nttlckYlMld-Sla!es DtvlSiort ---- ----

Kentuck'1 Jurisdiction Case No. 2013--00148
Fmecasted Test Period: Twefve Ml;lnlh'.i. !::nded November 30, 2014

ALLOCATION OF RESERVE FOR DEPREClATJON
! 399
i 400
! 401.
! 402

403
40'
405
400
407

: 408
409
4-:0
4,1
412
413
414
415
416
1i17

4'.
41.
420
421 39916
422 39917

423 39n~



~hibit(PHR-2:l

Page 3-13 uf75

AlmO$-Efl~rm;COrfXlrOl~O-ll~Ke~lu~~IMid~S;;t.eo;Diyisfon
K~ntud('J' JurisdldlDrl Case No. 2.Q13-00148

Forec-as!"d Test Peliod: Twelve MO!1fu~ Erldt3G Nov£'rnber 30, 2014

ALLOCATION OF RESERVE FOR DEPRECIATlON

COlnmDdlty

_ S!Olilg!;l PIOlnt

0
2,3'11 733 365 35 ',,208.

2.821 .e, 43D 42 1,455
61,058 19,126 9,511 916 31,~O4

12:,148 3,B05 1,8f!2 182 6,2813
70.517 22,089 jO,8Btl 1,058 3$,3.85

294,918 92,381 45,939 -4,427 152,171
5'91,04£ 185,141 92,007 B,en 3D4,9S7
2Ba,931. 89,879 44,695 4,3Q7 1'18.05{J
135,i91 42,34B 21,DS9 2,029 69,756

89,310 27,976 13,912 1,341 46.002
25,849 8,410 4,1.82 403 13,854
93,711 2~:35<j 14,597 1,407 48,353

109.96£ 34,446 17,129 1.651 56,740
194,037 60,781 30,225 2,g13 100.119
12Cl,1H) 37,626 18,111 1.803 61,979
82,000 25,68-5 12,773 1.231 42,310

2,172,001 6e.o,663 "338,480 32.617 1,121.,200

Totsl Commercial & Rrm ll"lh;,rrup!i~~&

Coo'pany Res~den~ar Public: Authmity fndt;stf~flf TrBnsportabon

105 33 17 2 55
1.520 478 238 23 788

0

1,63~ 511 25, 25 842

AliocatiorJ
B~5i5

99_0: •
99.0 
99.0' 
99_0' •

99.0 
98.0 
99.0 •
99.0 
99.0 
99.0 •
99.0 
99.0: 
99_0, •
99,0, 
~g_O, 

gg.Q 

99.0 
99.0, 
99.0 •

1,5, WnterVoIt.!m~5

15, Wnter Volumm;
1.5 IMnter VolLIIlles
1,5' Wnter Volumes
1.5' Wnter Vo1ulnes
1.5, I,fl,lnter Volumes
1.5: \Mn1erVo1urlreo;
~ _5 \Mnte! Volumes
1.5 Winter Volumes
1,5 IMnler VohHnes
1_5 \Mnler Volumes
1.5' Wnl<:r Volumes
1.5 \,Mnler Volum€~
1.5 y,,~nl<J.tVolumeo;

1.5 ~nlNVC'lumes
1.5' Winler volum€s

1.5 Wn'~ Volumes

6.6 P, S, T & 0 F'ent· Commodity
(i.6. P, $, T & D P!.mt - Comrn.<Jdity

99.0 -

990 "
99.0 
89,0' 
990' 
99.0 •
99,1) 
990' -

99.0 
gg_O 
9RO •
;9.0 
'9g_0 
99_0' •

99.0 
99.0 -

AlI~lioll

Factor

pi:'rdu~il'lg- u,aseholos
Right", of ~r",y:'l

Wnd
Rightl3 of l~C\y

PnJduction Gas Wellli EquipHlI:!.llt.
Fi{>ld Lin(,!:;

T:r;ibllt.ary r..i;-:~.,

Field l-lea-3. &. Reg. Sta Equip
<'y.t'ifictltion Equip~l~lt.

~l,,-U Pgulp:=l:.

C'u-Olhio:l G"E'

land & Land Rights
Rjg:-:~ of Way
Strt-1",l::upes '" lf1lpr,;rv-:mel1t:o:
Other Stnictues
l-1alns Cathodic PJ;:Ot."ctiCld

Wrt<1 &.~d Ri~ht.~

!.iln<j

WnQ Rlgb.l:s

~ncl OtheJ::
Ii Impr{)vernt:nt,g

& Imrro'/<!Jl1dll::6 'f' .Il.
h.""lild Ri'ghtEJ. .

lmprovem~nte

~!3.1ru; Cat1xY1Lc "roU:~eti~

~1.."inE - 3t~~1

~!<l.ins - PICl."ltic
~re<l.'l ~ R~g. Sta. E'I'-lip - GJonet:<J.l
~tea.'l «Reg. Sta. E'IUip - Cit), G.:It~

~I(,~.s l< Reg. St;}. EquipllK!r.t T,b

Se~:ic"E

.8t.ructun~~ ana lJl1p~·Dv('meJll<i

Compre-=-gion .c'taticn Eqcllprnent.

~le.'l..'il... E'09. ~ta. St~lletu~.<:

Other St.ruC'tures

WeBB \ RightE' of Hay

\'Iell C'onat ruet ion

"ri.btlt~ry r.ip.e.El

CompressQr Station Equ.ipment

1·1.:."" "-

~teterlJ

J>Iet.er :Irul talla.it:OllS
V,OUEi!. RegulatorE;

Houee Reg. Installation-=-
Ind. M.:.d.S. « RQg. tit!.!. Equipr1\.mt
OtSe:r; p--.;op. on C'uElt. Prem

Mea5. (, Reg. Egu ~:pment

"leaE!. I< R~g. Equipm~<lt:

Tala] storage. PI,UlI

lr:t<lI'lgi~e Plant

Dislribli.iQn:

TO!81 Prodm:tlo" Planl

Pr-oduction PI Olnt

Totall{ltangib!e Plant

Transmission:

T<ltal Transntission Plant

J.25-,10
331.00

33201

3320.1
334.00

3360C'l

35i}ltl

35ti2'(l
3Sl00

35102

3Sl01

JSHI'l
35200

]s~ol

35::104
3520J

]6SHl

3652C

361;",:1
](;r,U]

3.(,700

Jl>1{l~

]{i9~0

JI;901

370\00

3741Jl
)74G2

3740]

:no;CQ
375(]1

37502

:;7SCJ
.37500

37601

376C2

37600

No.
429
430
431 )0100 Ut;g<mi..:r.<ltiOll
432 :HJ200 FraIlchiseg« t'ono:Jents

433 ],rnoo Ht~~ TIltallgiblc. l:'l~nt

41<1
435
436
4,7
430
439
440
441
442,,3
444
445

''"447
448

'48
450
451
452
453
454
455'
456
457
458
459
460
461. 3.5;;10 r.e<lsehold.!J

402 35::1U Stol;ag~ Righ~"

463 353CU Field Lines

464 3530~

465 35400
466
,167
,06
459
470
471
472
473·
474
475
475
477
478
479
480
481
482
483
484
485
486
,87
488
489
480
491
492
493
494
495

'96
497
498
499
500
501
502
503
504,
505'
506
507

_M§' _,__ _ _ I.~'@Lpi:i'riFAJl:t{lf1 PlilJ1:



Exhi bit IPHR-2/
P<lg~ 39 or 75

AtJOO5 Energy CQlporatioo, !\P,nlucKylMid-Sti:ltes Divi:;ion
-------------- - --------------

'Kl'mlucky Jmjsdlclicn Ci'lS~ NCL 2013.-00148

Forecasted Test Period: Twelve Months Ended NO\l"'lYlbel 30, 2')14

ALLCCATIO~JOF RESERVE FOR 'DEPRECIArION
509

, 510 Ge-neral~

511,
512 :ro900 1?...nd &. Land Rigbt..s <S<S P, $, r.? D PI<lflt-CQmmornty 327 1-02 51 5 169

I

513 39000 S tru~t.ll~';>'S Fram~ ttG' P, S, T & D Plant- C!:'mmcdlty 7,fJ06 2,4-'15 1,216 117 11,028
514 39002 IITl!n-C"I<';lllent" 6.6' P, S, T & 0 PJant· Commodity 2,2'W 714 355 34 1,176
515 39003 7\ir CondiUonin'Cl Equi.F~nt '6.6' P, S, T & D Pj~nt- Commodity 6,fl55 '2,147 1,OOB 103 3.537
5'6 39GM ImprOlle.-nent '0 1"""5eu !'remises 6,.f), p, S, T & D PJ<1nt- CQmmoOJt>/ 95 30 15 1 "517 3!1DOV C>ffice mn1it.uu~_Ii< EqUll~ml~nt 66 P, S, T & D Plant - Cl?mrryornly 16,267 5.0ll£ 2,534 244 8,393

1

51B 39100 RernU:tilnce ?.coc~E.6;ing f,cf-1;ip 66 P, S, T & D P~~flt • Commodity 3,566 1,111 550 54 1,840
510 39103 TriU1B[.'<:ILti'.tiQU Equipmerrt GO P, S, T 8. D Plant - Commodity (1,370) (429) (2131 (211 (7071

I
520 39200 'Ql..:ck:8 66 P, S, T & D Planl- Comrr:odH"j 5,134 1,608 800 T7 2,649
521 39201 'rr",U<?r.6 66 P, S, T & D Planl- Coml1lOdlty 63 20 10 1 33

I 522 3!QC"2 Str:n:"'fj EquipIr,errt M P, S, T 8. D Plant· ComJTi(jdily 619 194 96 9 319

I 523 39400 "~~,""r C)l\"!.r~t~d Eq'liprr.o:.rlt. 66, P, S, T 8. D Planl- CCltm:cdlty 4,mJ-4 1,530 764 74 ,,"530
524 3960~ B<lck~FJ 6.6 P, S, T & D P1:,m! • Commornl"j 12,057) (64~) (320) (311 {l,OO')
525 30604 6.6 P, S. T S. 0 Pi~nt - Commcrmty (169)-_ (53) (26) (3) (87)

i 526 39605 ~[)n_~llwl_io':'n.U('n E~ui~~l,:,nt. 66 P, S, T ,; 0 Flant - C~)Jl·lIl;\XfLty. 272 85 42 4 141
527 39700 C'orrurltmicClt-ion l':q1--1,-pment: - loIQbile Radio~ 66 P, S, T & {] Plant - CommcxJfL"j (2,74.tl1 (861) l42B) (41) {1,1I1B)
528 39701 Commurlication Equipment Pi::~e,j l-I.adim; 66 p, $, T e. 0 pj~nt - CGmmodity (2BI) ('B) (44) (41 11451
529 39702 LDJm1tillicatioll I:quip. - 'reltlt'E!tl'ring 66 P, S, T 8< 0 Plant - Comrllodity (4351 (13$) (68) 17) (ll41
530 39705 l'Ii.5ccllilm:~oll" E.r:;uiF~eIll: 66 P, S, T e. D Allot - CQmmo<1Ity {',56'J) (489) \243; (23) {EID5)
531 39S00 at-heJ:" 'I'angible PJ:ope-.;t.y 6,6' P, S, T e. 0 Plant - Commodity 7,400 2,31,B 1,153 111 3,816
532 39900 O'.:.]lC':t' T.1l.lgible pl'open.y g~r-r.....r~ - Hill 6.0 P, S, T S D Plant - CCN ....II100Jty 0
533 3(\901 Oth",~ Tan9ibl-~ I'l;DF"J:ty Gel-ver"" - ;:'/~I 6.6 P, S, T & D Planl- CommGdjty 2,241 702 :>49 34 1,156
534 39902 Other Tangible Propel:t'j - N'"t<~ul-k H/,'j 6,6 P, $, T & 0 Pli'lnt-CommtJdity 1,000 :113 '56 j5 516
535 39903 Otllt'lt'TIlJlg. Pl,<.:.,~,[ll·ty ceu 66 P, S, T & 0 Pl,,_[l.t - Commooty 0
536 39-904 O:;he!:" Tangible Pr;Dp"-,;~'I - ~jf - H'Irct"''11__e 6.6 P, S, T &. D P~ant - Commodity 0
537 39005 Other: Tang. PrDpel-ty - PC Hat::d·..r'H:C 6,6 P, $, T & D Pi"rlt - Co-mm~ty 0
538 39900 Othll.t' Tilll£!. pn:.,~,~rty w r'C 50Et'>Jilre 66 P, S, T & D Plant - Commodity (26,046) (8,159) 14,057} {391} 113,439,
5,9 39907 O~hl'=>; 1'<lng, I?l::DP~~-~Y - ~~~il1fri\ffiP. :-;/~r 66 P, S, T &. D Plant - COO1fl1ndity °540 3990B Othet· Tang .. PrG~~rty - Applieat;'''':l SQft',,,l__e 5,. P, S, T & D Plant - Comrn{){:lily 0
541 AR 15 gen,;>,ral plant: .;;rr.ortL:ation 66 P, S, T & D Plant - Comf!tndily 1,525 47B 238 23 787
542 Retirement ~I~~l-k in f't:r:v:Jl-e~.'l 6.6, P, S, T & D Plant-CommodiW (59,932J \1B,m) (9,335J 1900) (30,923)
543
544 Tolaf Genem] Plant (34,242) (10,726) (5,334) 1514) (17,D-38}
545
546 TOTAL DIRECT RESERVE FOR DEPRECIATION 2,140.351 670,~<18 333,~O1 32,127 1.104,:375
547
5~8 Kentucky Mid-Stmes General Office'

549
5~O !nlangitMe- Plant
551
552 30100 O~:9<\flir.,~,t:i~n 990' -
553 ](]2ll(\ Franchises 0< 99,0
554 30300 Ni;;c IntangiblQ 9~_O

555
556 Totallnlangible PI,In!:

557
55B General
559
560 3'1100 I.and. &.. )..;,nd Right", 6,6_ p'. S, T&. D PI:afil- Cmllmodi.\Y °561 39001 Struct:JJ__f:S FL'Illle 6,6' P, S, T &. 0 Planl- Commodity 317 99 49 5
562 39(Hl.ol 1Ii.c COl1diUoni.'~y EquiF",co,:;t 6.6 P, S, T & D PI:anl· Commodity 37 12 $ 1
563 39009 TTIl~;lI:ov,e,m.,nt t.o lE'ag~c! Premises 6,6 P. S, T ~ D Planl- Commodify 313 9B 49 5
504 39100 OffiCG ~:rr.it':.:H; ~ Equipr:\'.:n:: 6,6' P, S, T & D Planl- Commodity 447 140 7D 7
[.os TG1J1srol:tatiOJ~ Ft;'.Ll~nl: 6.6' P, S, T & D Planl· Commoolty 49 15 8 1
5€6 393Gc] Stores Equipment 6,6, P, $, T & D Pl:anl- Commodity 23 7 4 0
507 3'NDC Tool",. ~:hLlr " G3I:39'" EC{\l.lpn-'.ertt. 6.6; P, S, T & D Plan! - ComIT'.odHy ~07 128 63 6
56a 39600 PoWIi':r: 0P"'l;C;t",q [;qt-1\p,':l~n:' 6.5' P, S, T & D Plsr,l· Commool!y 9!J 31 15 1
56ll 397DO C=nunicCltiori Eq'..;i~ent 6.6 P, $. T & 0 PI<lllt - Commod'rty (83) (26) 113) (1)
570 3':ltlOr:l l>lis~t!lL~ll~eo\J£. Ec;.1i(:1r1frJl\: 6.6 P, S, T & D Planl- Commodity ~,827 .8. 41,0 42
571, 39900 O:.ne-.; Tar.-g ~ble t'ITJP"'-.;l:y 66 P, S, T & D Plan! w Commooly 42o 154 76 7
572 J9901 Other Tangible Property - S"'rv",r:.s - f-[/W 6.6 p, S. T &. 0 PI<lnl- Commooily 1,299 407 202 19
~3 ],990;;: oth~l' Tang,;,ble Pl:__{)pelTy - 5~rv~rEl - S/I'l 6.6: P, S, T &: 0 Planl- Commodity 73 23 11 1
514 399~3 Other T~ngi.ble P:r;Clperty - Het,.'Dl:k • H/~I 6.6, P, S, T & 0 F1an! - Commooily 1,379 432 215 21
575 39906 Tang. ProJler:ty - PC Htlrdl,'3r., 6.6 1:', S, I &.D Plan! - C",mmfXJity (4592) (1,43B) (715) (6~)

576' )9~Hl1 T>U1'Sj, P~o~(!,~t.y - PC sof hl<'lre 6_6' P, S, T & 0 p,anl- Commooty 0
577 399l)8 Othel- Tang, Prc,p~rty - l'olainframe 5/'11 66 P, S, T & 0 Plan! ~ Commooty 6,644 2,081 1,035 '00 3,428
57. Retirement '!Jor:k in l'ro:..sre.65 6.6 P, S, r & tJ PJanl- CQmmooty 310 ~7 48 5 160
579
SBO Tot<ll Gi;lnl;'liPl Plal)l 10,038 3,144 1,56--4 151 5,180

Shared So-rvices General Office:

JG~nN<JI:

~5'O{fO St~l1ctur:es " Imprmrement8 6.6, P, S, T & 0 'planl- Commodity 5 1 1 0
Cl- S true l:un~.5 £.. Imp=·,r<:"rr'.enl:E O.ij P, S, T & 0 Plan!. Commodity 530 1<% 83 6 21~

HOil::! lmprDvemetlt. t~ lWEled ?remises 66 P, S, T &D PI;'tnl-C~OOity R,480 2,03-0 1,000 97 3,:M4
391~O l)t:fice Pll1.--nittln~ _" Equipmtnt 6.6 P, S, T & 0 Plant - Commodity 4,283 '1.342 6e7 64 2,210

590 Rc~;itt3]]Ce P.lo-c:e!Jsillr:.r Equip 6.6' P, S, 1" & 0 P1anl- Comrmxfrty 4 1 1 ° 2
591 3910) DEIkE' ~1i'l('"him:'B 6.6 f?,. S. T_&D P!<lnt-<;.otDn\01:Jity 1 ° 0 1
592 ~~lC4 C;-Dlfice FU_l:Tlitlll"<o '" Equip. 6.6, P, S, T & 0 Plant - Commodity 1 0 0 0 1
593 Tr~\"portac.:lOl\ Equipo".(:"nt 6.6 P, S, T e. D Plan!· CDmrnodity 57 ,. 9 1 29
594 Stores Ectuipm."'<lt. 66 p, S, T & 0 P!Ci:n! - Commooty 1 0 0 0 0
595 Tools. ,sh<:>r [< G"r<lgp. Equipmeut 6.8 p, S. T & 0 F'Jan! - Commodity 46 14 7 1 24
596 Labol:03.tGL'I_ Eq'..J.ipmeIlt 6.6 P, S, T & 0 Planl- CommoWty 4 1 1 ° 2
597 c~=l:l.!iC'tl.tiol:'t E>:<ju:'pt:\~nt. 66 P, S, T g [1 Planl- CommOOity 8101 255 127 12 -120
598 l,n"ce).1aneot.:-'iI F:'q-.i.pmp.nt 6.6 ~, S, T &. 0 Pianl- Commooty OD 25 12 1 41
599 Other T<lflgib:e PLujJel"t'i' 6.6 P, $, T &. D PI~n! - Commodity 57 18 9 1 29
600 Other ?~l"_gibl", PMpecty _ - H/~r 66 , P, S, T g D Pli'lnl- Commodity 7,247 2,270 1,129 1{19 3,739
5D1 OtbeI: To\f1gi.blp. i'l-OP~l-ty - SerVel-S - S/~r 6.~: P, S, T & D Pianl- Commooiy 4,051 1,269 ",,1 61 2,090 :

602 othet· '1'arrgib1e Pn?pelt,:, - N.::"\:·,iOrk. - H/W 6,6 P, S, r&D Plant - CnmmoQity 1,514 474 236 23 781
603 ot.1~t' T.'mg. prop-.:!.rty " au 6.6, P,S,T&DP1<'lf1t-Commadty 12 4 , 0 6
604 OtheJ; Tangib;te l':r:op~rty - J·IF - Har<'.I'I'al:__ e 66 P, S, T &. 0 Plant - C0mmadity 11 3 2 ° 6
605 CJtber: Tang. Property - PC Han:lwal'(' 6.6 P, 8, T Sa D ?I..nt - ~ommodjty 1,637 513 255 25 845
600 ()l:lJt:,t' Tinl']. pl:ope.l::t.y - PC so~t:~'al:'t. 6.6, P, S, T & 0 Plant - Commodity 610 191 95 9 315
607 Ot~"".r Tang. P~ope~y . l~:'nfr"me S!W 66 P, S, T & D Plant - Cammodity 50,$94 15,8130 7.897 761 25,157
608 Gl.-=-_'l-J.et· TaT'..g. Pro~erty - "'tJpliL'iltion goft'r,'a.J;'>: 6.6 p, S, I" & tJ Plant - Cl;lmmlJdJty 1,92-8 604 300 29 (\95
609' at.bt.t:" Tan~. P.l."-rJP~.l."t.y • Ge:-:er:OI ~ St,Ut1lp ('ost:3 66 P, S, T & 0 Plant - Commodity 0 ° 0 ° 0
610 .Retir;<;Q11ent Wcrd, in Pr;ogl-~s3 6.6' P, S, T & 0 Plant - CGmmtJdity (0) 101 (0) (0) (O)
611
612 Tota! General Pla_rlt

- - --------
00,008 25,~1 12,472 ~,_2_~__ ___ _41,~1l_
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ALLOCATION OF RESER\lf.I'=OR. Dt::.PRECIA1l0N
613
614 Shmed Services Customt!f Support:
615
616 GEflEli'J'

617
618 38.90Cl Land 6.6 P, S, T & D Planl- Commodily 0
618 J8.91Cl C,,"'V-Li'md (, r,rmd 'Rights 6.6 P, S, T & D Planl· Commodity 0
62. 390Ctl St.f.uctUI:e~ « Impr:ovement.6 6,0" P, $, T & D PI-anl- Commodity 2,285 716 356 '" 1,179
621 3::1009 Impwv~m~nt. to l~asEd Fr;-Em~ l:lel3 6.6' P, S, T &. P PIM1I- Comrnoc.ny 2,697 845 420 <. 1,392
622 39'C:1Cl C"-'V--Stl<.:r::ture:J « Imp~-ov<ome.n.t::J 6.B' P, S, T & D PI~nl· Commodity 301 9' 47 5 156
623 39lCtl Office &. Eguipm:.nl: 6,6: P, $, t &"D PI:anl- Corrml00lly 108 3' 17 2 56
624 3970ll ECfLlIFJl'E'nt. 6.6' P, S, T &. D Pl:anl- Ctlmmodily 14,511) 11,413) (703) (58) (2,328)
625 3971Cl CKV-ComrmlrLiC"-ation Equipment 6.6, P, S, T & D Planl· Commodily • 3 1 ° 4,
626 39B.On 1·liscellaneou8 Equipmellt 6,6, Pi $, T & D Planl- Comm?di1)l 3 1 0 0 1:
627 3991H) Other Tangible PrTlport"}, 6.6 P, So, T & D PI<'ml- Commcdily 111 {OJ (01 (0) 1"1
628 Other Tangible l'rG~l-ty , St:l'Vc,l'g - H/11 6.6' P, S, T & D Planl- Commodity (1,650) (52O) (259) (25) 1856)
629 Othe..r ?!:op!'rty - ;>",rV,,"J;B - 5!" 6,6 Pi S, T 8. D Planl ~ Commodity (3.0\1) (943) ('09) 145) (1,554)
630 Other P.opE.ty - Net:work - H/N 66 p, S, T & 0 Plan! - CcmmccHy 70 22 11 1 36
531 19'9'06 Tang. f'ropert'i' - 2C Hal'dr",J.l'{! 6.6: P, S, T & D Planl- Commodi!'j (80j (25) (13) (11 (41f
632 39~:O7 Ta.Jl9". PIope.rty - TIC bDft\~ar.e 0.0' Pi S, 1" 8. D Plant - Comnwcrrty 199 62 31 3 103
633 39'.!O3 Other Tartg-. l'rtJp-ert.i' - ~laiufr:-amF.' Sjll 66 P, S, T & 0 PI:tit'lI- Commcdity 27,893 8,737 4,345 419 14,392
634 39910 CKV-Othet: T<1TIgible FrarlO1-ty 6.6' P, S, T & 0 Plan!· Commoillly 3 1 0 0 1
635 39916 CKV-Oth 'l'arog Prop-.!'C· Ha.U:::I~are 6.$' Pi S. i 8; D Phm! - Commodity 10 3 2 0 5
63£< 39917 CI\.'V-Oth Tallg F.Qp-FC Softwar:e 6,6' p, S, T &. D Plan\ - Ccmmoo:y 3 1 0 0 2
637 39924- Other Tang. Property - Gener:al 5tal'!:.up COE:ta 6.6 P, S, T & 0 Planl- Commcdit'j 0 D 0 0 0,
638 Ret.irC'mC'llt Nark i.n Pn.")l:".s6 6,6 P, S, T & 0 Plan! - Commodity (17) (5) (3) (0) (91
638

"">:lSi64D Total Ge!l8r<11 Plant 24,3!l2 7,6~2 3,785 365
641

1,163,407 j642 __TPT~_l_~~§~~Y~fQHP£:f3E:_C!~:n9H '90MMODITY 2,254,759 706,2?6 351,222 33,845



:AtJnos Er,er.gyCorporati OCl, KenhH::kylM~d-States Division
!KentlK:lC'/ Jurisdiction Case No. 2013-Do14g
!Forecasted rest Period: Twely~ MOrlths Ended ~jo\!ember 30, 2t:l14

:AllOCATIOJ'\J OF RESERVE FOR DEPRECIATION

Total Reserve- for Depredation

r,ine /'Ice!::.
Ho.

643 Irtlangitie Plant
64~

645 Organizati',Jn
645 3Cl2(Hl Fl'al"1.chi:Jes Ii Con~ent:s

6<17 3rl~\HJ I-lis<:' Int.angible Plant.

645
649 iotal ~f1tamliblePlant
650
651 Production ~af\t

652~

65"3 J::5~O Pt:~~~"ing rl<:<3F.1ehCllQ.Fl
654' 32540 Right.3_ of I-lay:]

655 )]100 {'rcducLiotl d~ lf~ll,;; EquiprIL~l1,t

656 ;'32'H Fi.",1<;l ;,ir.~"

657 J~~'J2 TributaL'.1 Lin",s
658 :J]ol{lO Field tje,J.s. l<. ReS!. St.1. E'1.IJ1p

55!:! )3G\l'O P1.lrific:atiC'1l Eq\lirrrler.t
500
661 Tol;'ll Prajuclion P~ar1t

5(52

663 Storage Plant-
664
665 )jiJLO Wild
6GB .3~O}O Ri'J1JtE Gf Hal'

&37 3SHlO stnJctur~8 atld Improvem.o:nts

00'3 3510:< C'u~~t~o;o;iOll Eit.b.tiOll £(['Jl~~~tl.:-

6B9 35~OJ '/olea"'," f;eg, .st::"l, StLUctT.\ef>

670 35100/. (,'thel-

671 35.JOO 1'/·:-110; \ P.iC)Jlt!.> 1'iJ.y

672 35~Ol Nell CQr:9tp~"'ti-on

673 35202 r~el1 Eq-..;ipment

674 35.J()J ru£'h.h~)l Ga.s

$75 35210 JIP.OlS"'P."~"s

676 35211 StQrOlge Rights
677 35301 pip.l.d L;r,e1i

676 3:;102 'fributiny Lin".:!
679 3540Cl Cc..npr,:,ssDr Statiml Equip"ent

6J30 .J5~QO Jo]eOlS & Reg. ,Equipment

(Xl' 3.<:,600 Pur'i!'ic3.tiol) Equi~ffi!:;nt

682
6S3 TCr!a! Storage Pian!

'"''6-85 Tra:l5m!s.,lnn:
686
687 3651 (l Lar:ll ~, lllnd Rights
688 :l6S.20 Rlght';;.ofWay
689 3bb'12 Btrw:ctures & Impr:o"'emencs
690 36603 othQ.t' ~tt1.1ctUtl.s

691 :J1:i7'J{l ~","in.E,l C"thvdie- Pr;-pl:.~<;tiQfl

692 3b'7Q:l l"..aimJ - .steel

693 3 6:!loO ~~~S. £< Reg. Equipr.ltlHt.

694 :1&:9'01 He",:,].« R'Og. Equipm~~t

095
696 Total Tran~mlssl{J1"1 Plant
697
1398 Dlst!lbLotron:

699
700 374\10 Land 0< ~Olnd Rights
701 3740l hJ.1!d

702' 37402 La~d RightB

703 37-!Cl3 wnd ather
704 3150') Stmcture6 t.. IT1'lp='1~nt",

705 37503. StructurES I< Improvements 'r.B.
708 37SCl:?; umd .:Right.'.'
707 3750~ Jwpro""""1.(mI:.6

708' 3'/600 ~]ains Cathodic Frot.~cti{)n

709 37i'JCll l-l3.in:::; - Steel

71D 31"OA Ha,.il1s
711 37S00 I-leas & Reg. Sta. Equip - G~lef:al

712 37900 N~a6 '" R·.!£I. Sl:<'l. - City 9Clte

7'13 31905 !·leas t. R<;>g. St.<1.. T.b.
714 3 BtJ(JC Serr,.-ices

715 3El1CHJ M~t.r!J:"S

716. 3El:lOO Net-e. Insta,lhitoM
717 38JUC] Hml5e Regu'latDrs

718- 3S"DO HullS", Reg, I119tb.llatiotls

710 ][l5'OCl lno:J., ]'Iea~>. I< Reg. Sta, Equipment
720' 386M Other P!:£l.P~~~~__ l'r.em

E,hl'. [PHR·21
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--------------- - --- ------- --- ------------- -----------
!Atmos Energy Corporation, K6ntllcky1M:d.Slates DilJi:>lQI<

i~~~e:~e~u;:~~C;:r~Q~a~~:i~~2~1~~~~Bded ~,iov~mbe13{J, 2014

ALLOCATION OF RESERVE FOR DEPRECIATION
721
722 Tmat Distribution Planl 1.35,469,023 107,2.08,544 2D,275,944 968,665 7,014,870
723
724 G!On6ro.1:
725
726 ·38900 ~r:d & h1l1d Right.£ 25,654 19,043 4,237 247 2., 127
727 39000 Stlcl.lcture<l Frame 612;000 454,S89 101,240 5,911 50,B21
728 39002 Jmpr01fQ~ntE 179,032 132,Bfl2 29,570 1,726 14.844
729 39003 Air c=ditionil1g l':cr.:d.pmF.ut 5:J8,256 399,537 88,g01 5,190 44,627
730 39004 to lea:J.ed :Pr:emi3e-.<; 7,480 5,553 1,236 72 620
731 39000 F'Urni tun::- .. Equi-pmenc 1,"277,363 948,163 211J,977 12,217
732 39100 Remitti'lf1\:;e Eqllip 280,045 207,872 46,254 2,700
733 39103 (107,598) [l9,8'6S} (17,772) (1,o2B)
73,\ 392DO 403,130 299,236 66,583 3.887
735 ' 39201 TI:ailer5 -4,973 3,691 821 48
736 39202 st.~rQ;'; Equi~'~IQtlt. 48,607 36,080 8,m8 459
737 38,00 1'..;;,,';;:1,- OpeX<3.t",a, t-:'f.1:i,pm~t: 385,061 285,B.2A 63,589 3.7\3
738 300G3 ~aC'khoes n_6 t,532) (119,902) (m,611Oi (1,5~8)_

739 3goo4 11r:.ld':'lL~ 113,233) {9,823) (2,186) ("!28l
740 30005 C"'f(llTlunicac.ion Eg"..Iipm~r:t. 21,395 15,881 3,534 200
741 39700 C{)mm...micaci.<Jl1 F,qolipment. - />labHe Radio5 (215,752) (1€O,148j (35,635) (2,OBG)
742 39701 L()rmLuuicati{):1 Equipl11eI!t - t·b~ed Radio.;; \22,087) (16,395/ (3,&'18) (213)
7<3 39702 Co,"muntcac.i{)H Equip. - Telc.<~ tr:oring 13'.136) (25,338, (5 ..638) (328)
744 39705 I~igcellaneous Equipment (122,518) {90,943) (2D,235) (1,181)
745 39800 oi.:.hQ~ T!l.1~.ible Pl-upE!:t::t.y 5B1,115 -131,351 95,980 5,603
746 38000 Ot!ll;:~ ,angip"le ~lCopelCl;:y - Se;nr~ra - H,m 0
747 3990-( Other Ta"lgi1:l1e !,rDp.erty - Seryer5 - s/~f 175,990 130,634 29,068 1,697
748 3991J2 ol.:ber T~l_n91ble pn)~"E!n-y ~ N{?t~~k ~ R/l'f 78,554 5B,3W 12,974 757
749 39003 Othp.~ Tang. J?J;QpE'/:ty - t:1?') 0
75D 39IlD4 Other 'tangible Pr<:<perty - t,W 0
751 39905 ot.her TML{). Pl'of!t:d:y • 1'(:" H~rd',ral:~ 0
762, 39906 Other Tang. 1'r:oper:ty - PC Software (2,04'5,235) 11,518,140) (337,803) (19,721J
753 3'9907 OthQr Ta.n~. Pf:opeLty - HalnEra'l"'1E! s/w 0
754 39908 Other Tom-g. PLopert'l - Application Sofcware 0
755 AA 15 general plant am<:nt12<l.ti{)n 11g,747 Ba,886 19,778 1,15'5
756 R",-t.ir~o=t:: \~od: ill ProJl::l!S5 [4.706,121) p,493,267) (777,2901 (45,379)
757
758 TotaiGeneral Planl (2,6~,852) (1,905.885) {444,100) (25.92.t'<)
759
760 TOTAL DIRECT RESERVE FOR DEPRECtAliON 157,905,864 115,754,786 24,582,107 1,371,749 16,197,223
761
762 f<er:i'JcKy Mld·S(aIE'l$ Ger1er<jJ Offiw:
763
764 Inlangl~e Plant

765
766 3t:lHlC DLganiza\:.ion

767. ]{l;l{lO Frartcl:'ll~.:.s " cons~llt~

758 3{l){lO I-hBC Int-Ol-ngible P1<1nt

769"
770 TDhlllntallillble Plant

m
772 Gefl~raJ·

773

77' :j7'!:OO Land &: Land Rigbt.'l 0
775 ;'51001, S:1::l::Ur':!:un:~s Fr<lm~ 24,929 18,504 4,117 240 2,067
776' 390(104 Air CQrtditiouillg Equipw,ent 2,886 2,142 477 28 239
777 J9GO~ :rl~flroV{lll1ftlll: to lC':aEcd p.t:C!trti;!;~~ 24;544 18,219 4,054 237
77. 39100 Offil;;e Nrnitut"i;' t.. Eqo.lipm.;,nt 35,135 26,001 5,803 3,9
779 3;:>2flO Tran.~~oLt at ion Equipl<l""nt 3,829 2,8<12 632 ,7
780 J'9JOCl gtorll:S 1,785 1,325 295 17
781 :19400 Tools., ;. Gq;r;",g"- Eq\lipm",nt- 31,963 23,726 5,279 30B
782 J9b00 Equipmerrt 7,737 5,743 1,278 75
783, 3'971Jll Equlp~lent (6,551) (4,863/ {1,D82) 16')
784 39800 ~li-'lci;'ll<m.eDuE lOqu.ip'l1"':1~ 222,014 164,797 36,669 2.141
785 J;:>900 Other Tangible Propert'i' 38,499 28,577 6,359 371
7S6 39901 Other Tart~lble l'ro~~rty - Se_~_er_a -"H/,.f 101,983 75,100 16,844 903

399'.:12 Other Tangibl~ PrQpert'i' - SeCler3 Slit 5,i5~ 4,275 951 56
]9903 DthQr Tangible Pn:.1JeI:ty - ~To::"l:',mrk - F/"f 108,270 80,367 17,882 1,044

789 39906 Other T~;;J. pro~rty - PC RaJ::awa:.--e (::80,590) (21j7,650) (59,557) (3All)
7S0 3519'}'! Other T',mg. Pt-ope1."ty - PC' SoftwiJ.l:e 0
791 Oth~ Tang. Properc)' - Hailll:l.·il"Je s/w 521,687 387,239 136,165 5,030 43,253
792 Flec~r~~nt 'ilork ir: progreB$ 24,381 18,098 4,027 235 'CCl:21
783
794 T{ltdl General PI;m! 788,2-61 585,112 130,194 7,601 65,355
795
796 Shared Se-P~ic:es General Offj~e:

787
79' G<3nl3"r<:ll:
79.
800 )'OfiO gtruc:Lun:~s .& Itilprovements :367 212 61 4
801, 390{OS G-StnlctuLeEl & rmpr~\'~fT':"'r;tl'l 41,632 30,002 6,876 401
B02 ~90u9 ImprQw:ment to le<lsec1 P::t-emi::.le3 508,888 377,723 84,048 4.807
803 J9HI-Q OEfi~e 'f1J,l:"!1icure Ii Ec;uiPill.'C'T'~t_ 336,303 249,632 55,546 3,243 27,883
804 J91fr2 Rendttance ProceBBir.g BqUlp 325 241 54 -3 27
eD5 39lfrJ Office H~.<:'i1.ine3 160 119 26 2 13
800 )$').fi,\ G-OEfiCQ Ftll:nH:ure &. ECl,uip, 111 82 18 1 9
807 392'00 Trallsp<:>rtation EqUipm~l\t 4,4n 3,320 739 43 371
BaS' ~9J1l0 Stare.'l Equipw.oo:nt ,2 31 7 0 3
eo. 394lJ-O Tool", Shop & Garage Ecr"llpmO:OJll:. 3,633 2,697 600 35 3D1
810 395lJO r"",bo:r2ltory EquiprlK'tlt. 3Z8 244 54 3 27
$11 39'1')0 OJlflmtmicilbQI1 63,904 47,435 10,555 616 5,29B
812 :.s>alJO ~liEce.11<lnc.QuE 6,264 4,855 1,038 6-1 521
813 39'j~() Ot11e1.- Tartgibll! PrGP~l:t.y 4,450 3,303 735 4' 369
.,4 399Ul Other Tangible 1'nJper;ty - Server5 - 569,058 422,401 93,989 5,487 -47,181
815 Other T<mgible PnJ~e~t.y - 318,108 236,126 52,541 3,067 2B,3701
81G: 3,)~lJ3 other Tangible pra\Jel:ty - N..,t."'>rJry. ~ Ha,<l7B 88,241 19m5 1,14'5 9,856
817, 399~4. OtheT T",ng. li'rnpe.rty - cpo 952 707 157 9 79
818 ]9905 Other 'J'angible Pl.-upel:t.y - loU,' - llan'<ware 855 5,5 141 8 71
81' 39S(]6 Other Tang. ~ropel-ty - Pc' Bill'(],.,ilr.:. 12s,525 95,401 21,228 J,238 10,656
820 3991l'/ Other T.flrlg. J?TopP.oXcy - PC' Software 47,912 35,564 7,913 462 3.972
821' Other 'l'ang. l'roperty - Halnlxil.mo::" s/w 3,980.172 2,954,853 657,487 38,385 3.30,046
822 393\l9 Oth~ Tang. p.mpcrty n A~~lic~tipn so.ftWe'lt'e 151,~84 112.377 25,005 1,46p 12.,552.
823 39924 Oth1'il- T"'llg. !'1:"ope.l;t}' G"ll~t"al Sta.:::tllP ('osts 0 0 0 0 0
824 Eetiremerrt '·'ork in Frogr:e55 (9) 17) 11) (0) 111
825

_~2§",:, ___ Total Gi;lf1er~IJ:~!o'!:t)i------- - -------- --------- ----- ---------------- 6,28!,3.~4 _:l,~,5J§~____ 1,G3B,451 ~O,~2~ __~~1.~~~ _



~ Atm{)~ En,"rgy Corpora!ion. I(ElnluckyIMid-State:;; DMs[on

~KenllJckyJurisilictiOfl case No, 2013-oo14s.
~j=orecasredTest Period: Tw~h'~ Months i:nded NQvemb€r 3D, 2014

"'"tit IPHR-21
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[AlLOCAT~ON OF RESERVE FOR DEPRECIATION

~27

82.9 Shar&! SeN;C€S Cu!'>1cmer Sllppurt'

829
830 Gl:nera!:
831
832 33900 LaOd 0
833 JM20 CKV-Land &. Land Rigl1t;; 0
834 J,G\ltl ..:>t:ruc!::ures '" Jrr.pt"o"'i'rJl<::nt,'j 179,456 133,207 29.640 1.730 14,879
835 J9C09 to leased Premisr.£; 211,810 157,223 34,s.EM 2,G42 17,561
83. 39DlO 1'< .Inlpl:(l<;rl!r.t~t.s 23,673 17,572 3,910 228 1,963
837 ;;~lDO OHic.e !"umit.m;e "' Eq<1iI'~nt 8,591 6,377 l,Jl19 63 712
a38 39700 COfr.lffimicati'Jil Equipment (354,256} (262,958j (5B,511) \3,.4,6) (29,371)

839 ]9110 E:quiP~ll'.l11.: 629 '"7 104 " 52:
8'0 398lJoO f-liE.('ellaneoUE 203 151 34 2 17
841 J99frO Other Tangible PL-cpert~' 1591 {44) (10) {1) (5)
8'2 399lJl Other Tdn9'lbl~ I'rop~.t'l:.y ~ 8el:"VE'l:"!> - H/I" l130,340j (96,749) (21,528) ,1,257) (10,807)

843 3991J2 O~h",~ T<'lngil:>le PP~P-;:I':ty - Seclers - ,s11'1 12'6,4'm (175,5221 (39,056) 12,2601 119,6051
844 399C] Tcmgible Property - NEtwork - H/N 5,533 4,107 914 53 459
845 ]S'9(]6 Tmlg. Pi:uptli:ty " PC' Ha~&.are (6,303) (4,578) (1,041) (811 (523)
.,16 39~1J7 Ol:.neJ; 'r,;mg. J:l1':°EE'rty ~ PC" -SGft",'1l:e 15,615 11,591 2,576 151 1.295 '
347 399013 Other Titng. Froperty - ~]ain:fr:ame s/~r 2,190,315 1,625,831 361,765 2.1,120 1B1,599 ,
846 399H) LK\'.-Cit.her '!.'<I.[',gible FropeLt'l 212 157 35 2 16 '

849 3$1'$l;L6 CXV-Ol:.h T':lng Prop-PC HLln:h~ar:.e 811 602 134 • 67
850 39-917 CKV-oth Tang Prop - PC Soft,,'are 232 172 3!l 2 19
851 39-92'1 otJ:'Ir!r Tdtlg. Prupo"li:t;'1 • dC'noE~tl.l st:artup Coli t:E- 8 6 1 0 1
852 R~ti ~em",nt W,;rr:k in Pl;<;-g~--e'l,f.l 11,3561 (1.007) 1224) (131
853
854 Total GeneI<l1 Plant 1,908,312 1,416,504 315,188 18,401 158,218
.55
656 TOTAL RESERVE FOR DEPREClATrON

- ---------
166,889,761 122,423,365 26,065,939 1,458,377 16,942,079- :
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'Atrnos Energy Corporallon, KenhlckyfM~-Sl:atesDivis.ion
:Kentucky Jurtf'.dictfon Case No. 2013--00148
'Forecas~ed Test Period~ Twelve M(lf1!hs Ende,j November 30, 2014

,ALLOCATjON OF OTHER RATE BASE

CUstCln18{

Tota! Rate B<l.se Deductions

3D
31 TOTAL OTHER RB -CUSTOMER
32

Customer AdWlI'lces - KY Dlr6ct
Customer Ad'llmces - KY MW-Slates GO
Cu stomer AdWlJ"u,es - Shared SI3"IViCi:ls GO
Cus.tomm Advl'lncces - Shared SSIViCi:ls CS
ADJT - KY Direct
AOn - KY Mid-States GO
ADn - Shared Servlces GO
AOlT - Shared Services CS

Tolal Comml'!fcial Ii Fi,m Int~rmplibl-e&

Company Re'S.identiaJ Public Authority 11Idus!f[lll Trans~rtaf,on

(2,015/ 1',697) (247) (7) (641
14.579 12,284 1,786 4B 460

0 0 0 0 0
0
0

49,029 <11,311 6,007 162 1,548-
1,058 891 130 3 33

159.732 134,5-88 19,571 52B -5,045
57,975 48,849 7,104 192 1,831

712.463 600,311 B7,2'96 2,35B 22,500

992,821 83B,537 121,647 3,283 31,354

{2,745,57B} (2,439, 571 1 \299,413/ \3,165/ 13,427)
0
0
0

(60,580,898} (48,7'17,186) \10,124,011, (543,204/ (i,196,498)
17,089,172 13,742,556 2,85-5,867 153,2.31 337,518
1i.314,572} (1,057,136, (21S,68S, [11,787/ {25,~3}

5,671,B23 4,560,g35 9.17,817 50,855 112,017

i41,B80,251} (33,9'[0,402) {fi,839,427, i354,OO9, (776, 353}

{40,B87,429) (33,073, 865 i (6,717,780, i35O,786,

_________0 ________________ ----=--- ____ . __

p,lkJc""tlon
B<lsi"

2.D CUstomero.

2.0 Ci:$!OJr1ers
2.0 CU$!CmHS
LO CU$!OmHS
2.0 CU$!omers

9:2- Al1o\=ated ~Jl;lt PI<tnl- Cust
9.2' AlJo'.;at~d Nl;lt PIM!-Cust
9,2 Allocated ~Jl;lt PI""n! - Cust
9,2 Allocated ~J('lt Plan! - Cust

7,2 A~ocil!eu OSM ExpEl"n~tls CUsl
7,2 Allo1;'Ol~eU OSM Expen~tls Cu!>1
7,2' AllocOlleu O&M EXplOnSl;l$ - Cusl
7,2 AlloCiltIOU OSM EXp<;i"n$e$ - Cust

99.0 ~

7:2, Alloca!IOd O&M Expen$~s - Cus!
7:2 AlIoc""h,Q O&M Exp~n$~s - Cu~,
7,2 Ano'Ci'!t;iQ O&M Expen$Es - Cusl
7,2' Allo\;o;(t;d O&M EXp~n$ES - Cus!
7,2 Atlocated O&M Expen$Es - Cusl

AII\l!;atlon
Factof

KY Oiled
KY M:d-St<ltes GO
Shared S~rvfces GO
Shared S~rvi~es CS

Materiars and Supplies
Materials and Supplies
Materials and Supplies
Materials an..:! Supplies
Gas Slorage Inventory
Prepaymen!s - KY Dif€'ct
Prepaymen:s - KY Mid-States GO
Prepaymenls - Shared Servic8s GO
Prepaymenls - Shared Serv;ces CS
Cash Worklng Capital

R<l!S: Base DedtJcHons

Tetal Ra!e Base Ad.crtKJlls

1 Rat~ B~se Add3t1a nS'

2
3

4
5
6

7
8

•
10
11
12
13
14
15
16
17
18
1.
20
21
22
23
24
25
26
27
28
09
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Atlr.M E.nNgy CorporalLon, Kel'1\tJckyIM~-Slate5 Oi\lis!~n

K~ntuc:ky Jw!sdicliun Case No. 2013-001<18
Fcret:a.sW:d Test PeriDd: Twelve Mor.ths Ended rJl,l\I~mb;;lr 3a, 20; 4

Demand

Mat~ri<ll~ <'!nd SI.,tppiiss, - KY Dlr,;,ct
M<tct~ri(jls :and Supplies, - KY M!d-Sl",tB:O GO
Ma't$di'll~ <'Ind Sllppi~~s - Shtlred Servk:es GO
M<J-t$ri<lrs and S!lppll~s - Sh:Jr",d Services CS
Gp~ Siora!ls- Inventery
P(ep;'lymenl~ - KY Di!€'ct
Prep;'lymenls - KY MJd-SLates GO
Pre~;,:;ymefjls- Sh~fed ServlC:~s GO
Prep<tymMls - Shared Serv:c:es CS
CMh Working Ca pit<ll

ALLOCATION OF OTHER RATE BASE

34
35
36
37
38
39

40
41 Rat~ Ba$~ AddltIDn~:

42
43
44
45
46
47
48
49
SO
51
52
53
S4 TcUll Ral~ Base Add~;D!g

55

AJlocat~on AII{Jc:atlQI1 Tolal Commeretal8- Firm ltltermpUble &

Fec!or Basis Company Re~identlal P,I b~c Author'ity Industrial Transportalion

7' AJloca!ed O&M ExpensES· Demand ('2'1 153) \2~1 (2)

7' AJloca'e~ O&M Exper:scs • Demand 8GO 385 173 16

7' AJloca~ed D&M Expt-nses. Demand 0 0 0

7' Allocaleu O&M ExpensES. Demand 0
990' • 0
74, AI1ccaled O&M EXpc:'lSES • Demand 3,021 1,295 602 52 1,097
74 Allocaled O&M Expt-nsEs • Demand 65 28 13 1 24
7.' Allocated O&M ExpensEs. :Jem2nd 9,861 4.220 1,891 171 3,575
74 AlloC9led O&M ExpenSES" Demand 3,578 1,531 688 62 1,297
7.• Allocated DOoM Expenses - Demand 43,885 18,820 8,459 762 15,94<1

61.293 2B.226 11,788 1,061 22,218

56

TOTAL OTHER RB - DEMAND

(1£ie,023,
46,833
13,60,)
15,543

(106,188)

(107,250)

-- ------ ------'--

(tB<4,271)
520,247
{40.020}
172.$62

[1.1g'.,e1)

[1.179.5931.

(4,103.257)
1.157.482

[89.038}
384. 150

(2,650.665)

(2,624,438)

o
o
o
o

(9,589,593)
2,705,114
(20e,089I
897.784

(C,194,785)

(B,133,492)

89.0 
89.0 
89.0 
990 •

9.4 Allocated Net Plan!· Demand
9.4 Allocated Net Plan!· Demand
9.4 Ai;oCHted Nt-t Planl· Demand
9.4 AiluCflted Net Planl· Demand

Cu stumer Advances !(Y D~r~ct

ClJstcmer Advances !(Y Mi'Cl-Slates GO
eu stumer Advances - Sh2,eil SefVices GO
Customer Advar.c~!> - Sh<tred St;itvlce$ CS
ADlT - KY DIr~d

ADlT - KY M!d-S1.<ltes GO
AOn - ShMed Servft:e!> GO
AmT -Sh<'lred S~rvlt:es cs

Intmest on Ctl~!omef Deposits

57 R81e- B8se Oed ucfions:
58
59
60 '
B1

62
63
64
65
66
67
68
69
70
71
72
7)
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Monlhs Ended November 30, 2014

iALlcOC:AciON OF olHER RATE SASE

75

- -----------,--------q-

99.0 
99.D 
99.0 
gg.G -

9.6 Allocated Net Planl- Comm
9.6' Allocated Net Plan!- Comm
9.6 Allocated Net Plartl- Comm
9.6 Allocated Net Planl- Comm

(273,377) (135,945) [13,1{)O) (450,311
77,116 38,348 3,685 127,027
\5,932) 12,9501 {2841 (9,771
25,584 12,727 1,226 42,158

(176,599/ (B7,819) (8,4621 (290,896

4,177,250 2,345,335 204,534 5.720,630

o
0-

o
o

(872,732)
24£,188
(1S,938)
81,706

(56'3,776)

12,447,749

Total Commercial&. Firm InterrupHble &
Company Resi{jential Public Authority Indus!ria! TrclflspDrtal1ar!

(7,2981 (4.4831 (2,508 1 (2201 (871,
52,809 32,444 18,150 1589 626 '

" " " 0 ""9,415,216 2,144,409 1,197,m.18 104,816 5,%8,893
177,598 109,110 61,041 5,342 2,105

3,832 2,354 1,317 115 45
578,600 355,471 198,866 17,405 6,859
210,005 129,019 72,179 £,317 2,4g0

2,580,764 1,585,525 887,011 77,632 30,594

13,011,526 4,353,848 2,433,154 212,897 6,Q11,627

AI1jj~<lti()n

Basis

7:6. AlIuC2!t,d O&M EXplO'l'1!>£5 - Cotn.m

7,6 Allccah,d O&M Exp~ns.e~ - Comm
7J3 Alluca!ted O&M Expel'1se~ -Cornm
7.6 Allucale<! O&M ExplO'!'1ses - Cornm
1.0 Mcf
7.£ AJluca!e-d O&M Exp~nses -Cornm
7.£· AJluca!ed O&MExp~nses -Comm
7.6 AlJocated O&M Expenses Cornm
7.6' AJlocate<l O&M Expenses Comm
7.6 Allocated O&M ExpE>r'lses Comm

Allocalion
l"adcf

CUf>tomer Advances I~Y Direct
Customer Advances KY MId-Slat"s GO
Cu stamer Adva flees - share-d Se-J\lices GO

Customer Advances - Shared ServiOEls CS
ADn • KY Dlrect
ADn • KY M~d·Slates GO
ADlI • Sh.fHed Serv!ces GO
ADlT - Shared Serv~ce:s CS

Materrs[s and Suppl[es • KY Direct
Majerr3~'S- and Suppl[es • KY M~cJ...Statos GO
Materla[s and Supplres. Shared Services GO
Materlars ann Supplres. Shared Servlees CS
Ga5 storage Inveo~OlY

Prepaymenls - KY Direct
Prepaymenls - KY Mld-Sl.ates GO
Prepal'mer1!s - Shared SflMces GO
Prepayments - Shared Servkes CS
Cash Working C::Jptlal

R~te Base Addltlons:

Rale Base Ded\Jctimls:

TOTAL OTHER RB • COMMODITY

Total Ra!e Ease Deduclions

Tclfll Rale Base Add~~Dns

,__ '_" " "c ".n '" C llsl,cl1']€f Depn 5:its



:Atmos Energy CorpOJatfol1, KentuckyfMi-d-Sta!l3s DivisJon

iKentucky Jurisdictlofl Case No. 2013---00148
iForecasted Test P!J"rlod: Twelve Months Eflded November 3D, 2.0~4

Exhibit IPHR-2)
Pa,ge 47 Qf75

ALLOCATiON OF OTHER RATE BASE

"'115 Total Olher Rate Base

116
117
118 Allo~tlon AIlQ{:p~ort Tolel Ccmmerr:l<t! & Flcm 11'\11;1 fruptible- e~

119 FOIdor 8';$ Is Compa.ny Resld~nljal Publk: Authority IndusJrlal Tron:o.porta!!on
12D
121 Rate 13as~ Addilion S'

122
123 Malefia Is a_nd S_upplies l<.Y mreel (9,437) (6,204) \~,779} (228)
124 M aleria Is and Supplies XY Mid--Stat€'s GO 68,2B7 45,113 20,110 1,652
125 M aleria Is a no Supplie-s Shared Services GO 0 0 0 0
126 Materia Is a nd Supp~ies Shared Se;yices CS 0
127 Gas Sto rage: [nvenlory 9,415,216 2,144,1;09 1,197,098 104,81£ 5,968,893
128 Prepayments - KY Dlrect 229,654 151,71B 67,B3{] 5,557 4,751
129 Prepayments - KY Mi.a-Sl'ltes GO 4,955 3,274 1,459 120 1D3
130 Ptepayments - Share.a Se rvices GO 748,194 ,Hl4,278 220,334 18,104 15,478
131 PfepOlymods - Shared Services CS 271,559 179,400 79,971 6,571 5,518
132 Cash Worf:;!ng C1lpftal 3,337,21 i 2,204,657 982,766 ' 80,750 69,038
133
13' Tal'll Rate Base p,u(Hllal1s 14,065,640 5,2-\6,611 2,566,589 217,341 6,G65,09}j
135
13£
137 Rate Base Deductions:

138
139 Customer Advances· KY Dlmet (2,745,576) \2,439,571) 129g"'3) (3,16"5) (3,427)
140 CU~lomer Advances. KY Mid -States GO 0
141 Customer Advant:es • Sh:'lfGd Services GO 0
142 GU!ltome-r Advances - Shared Services CS 0
143 ADIT - KY Direct (71,043,224) (53,0'93,819J (12,104,226) (722,327] (5,122,850)

14' ADIT - KY Mid-St<ltes GO 20,040,4"(3 14,977,154 3,414,463 203,76D 1,445,097
,45 AD IT - Shared SeJYic~s GO i1,541,599) i1,152,107) (262,555) (15,674) (111,1B3)
146 AD IT - Shared Se",,'ices CS 6,651,113 4,970,61.8 1,133,206 67,625 479,605
147
148 Total Rate 8'lse Deduci:ons (48,638,812) (3£,737,665) {8,i18,627) (459,781 ) \3,312,738)~

149
150
151 TOTAL OTHER RB (34,573,172) (31,521,054) ,5,552,(38) (252,44V) 2,752,3£0
152
153 Interest on Cus-tamer D.ep_~_s~~______~_ _____---.9_ ~ -

------~----~----
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P~Cl~ .0150115

Am\<): c~"r~ c<)rp"r~~(-:1, K~:r..~~IM}J.$I<lI,)~v;.""'I",,

i~~t>~c~u;:~:c~,~t~~ ",,~(1'~~~~1L'<J N<YI~rnOOr:m, 2014

:AlI.OCA'nOfl 01' oa:M rXPEN$E;S

I
'"1",, )£<:10,
:1[0, 11,,"

All-Jcal,on A!lOI:<l:"ln Total C<lmmqrr..w& F= 1~I~fJlJ!'lit.",&

rilt1u-r S:r'* C,)m~:u1Y R~~_Y(/j:l;; 1'~1JI~ A~lItOl~li ~11,JU:rllal Tla'T:ip"'~"~o~

ll9.0 -

no·
~~,O •
99,0 ~

~9.0 ~

no·
!l~,0 •
99.0 ~

S9.Q -
W,O.
99.0 ~

lJ8.0 _

9S1.0·
!l9,0·
99.0 ~

99.0 ~

ll'9.0 -
99,0.
99.0 -
P9.Q ~

99.0 -
99.0·
99.11 -

99.0 -
99.0 ~

9$.0·
9~.O ~

99.0-

"10 ~
99.0·
gog.D.
99.0 ~

9!Hl_
"0 ~

9!l,D.

Q;

9S.0-
99.(,1·
fr9.D,
990 -
~.o_

~,O·

Er9.0.
!.'90
g,go_

"'''
""e!l.o _

""99,C> •

""99Q-
>'(I()

¥.l,I).

99,()_

9')D-

~().

"".
g~,() •

99(J
g"f),
9S.1] "
9(l,()·
99rJ -

9£10-
9SC>·

M,f)
elll)-
00.1) -

no·
Self)-
9!:l.rJ-
!;H)C>- .,
1Q,~ COl1lJ"Y"Il'l\l1 Ar;.et;;. 81;-$;'9 ~ eu.S9J.· CIN 1.269,loll ~.B25 189;020 Q,~E><J ll~.9~S

(l~,0 • 0
99,C>- 0
112 C('mpo<;Jl",oJ Accl~, 316 ... 3M_C".t ,
12.2 Ct~llJ!')~~o.c1AUl~. ;174-3;'9· Cll!.l '.500.1IS~ '.2~,S41 211:1.105 "" 3~18:

!>,o PH"~1!<:to I &. T 22!l,~;U 228;t22 1

5f)Dima1!<>I.!.T 23,7Ei4
~::I51) D1rnd 1<>1 &. T 101>;3..<.4

13 2 comprn;~" Ql Ar~,-" 3Bl-::l~· (;ll"'oJ 1l18,~OO 411 1,6!t:' ;17S,~81 ~!>,!>;s. :15.9'0 1
1

~f) C"fJOIN'![E 20,31;4 lll,Q9-~ 2;221 " "H1'2. C<J'n.:>t'5~<l 01 Acd~. 81j-879 ~ M6--S9~ - Cu!J: 127,519 fl5,r1l8 11l.tl92 "" 11,&491
10,Z C<ln'l"J._~"urAr>;I~. !I1l--ll?I:L!.. B.lI6--6~l- Cu~ 3Si,gi>l 2$'4,S2E;i 5~,377 2,S:i2 J5.aO'lI
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1M""", £ll~rjW CD'l'Orn!,,,", K""ludctlMid-:S~"l""O-rvi"""n
iKenluol;y J"ltsrllr,1km c,,~ N'l. 201J..OO 148
'F""'C8'il!.'d T,,~l PGnoo:l'''''lY'' M"nti1~ Emfoo NO'fembe, 30, ZOl<l

J1LlOCA-.JOM OF O&M EXPENSES
6>5

"" G":5l"IDI!rAc&Il"~18

"6 ,,,. SU/J'J,,,~I0~ i Zll"21 (11S, 9" _\OL .,'
600 90:"0 "~t<3rR"8diI>Q&p81l5" t:n1.~94 l.il4,12:Q J.l4,1~ 1.523 1.'.l4~~

"0 EO)[) C~51o,,1'NRlJ(;();d",md C{]~adl"" EXJl81l5e11 :,lS.1,!>Sl <ll1,7C>1 3MI9:/: 4r:! Mil~
610 rom 'Um:"lls<:tJbleFu;r,;oWl1"" 32<\,<\19 2BB,3H 3S,3~5 '" 4(l',; ~

OJ> Wh M.':;u"l,\noou~CU;;l<loool A"""lffih;; Opll"""" · , , , 01
'" T1l1"IClli/.um..rA"W1'~I.. 2,OOJ.123 1.179,!J5il 2I[1,45!l 2,;:.09 :Z,500~

'"61S Ctls.lC'll....,-s.,rt!call",j'n(<Jrma1ic-l':

", Su~;,.n · , , , ,
GI7 <:1~~rl1<'1 As9E;.bn~ E;~r"..ll~~ · , , , ,
'" lnJ:~i""aI8",!In~lfm,!Jlln~1Adl'\llir~~g"~~nscu;. 1~3,91.e. l1a.9S2 lHll4 15,1 167;

'" M~U:>ll~C"J~ CU5IomefS~rvlc[land IlIC1:mm~I"'l1,,1 E~pc= · , . , C[

'" Tc.:al (J".-lilm~r S""""" ""'i Ir,fuJTr\3~k>.'l 1:13,918 118,S9'2 1-<l.W4 1~'1 1(>7,

'"", Ss18'IL
21J[613 9110 .s:UP("f!lO;;lc-ll Zla;3n 19>!:0~ n:6i4 ,,,

'" 11120 DltIDOmilrn1injJ Bme S",linlJ E~piln""'" 13,900 12,359 1.511 " nt

'" ~1~.(l Aoh~)Itl:;,;\(I E::xP(;:~::"'; lO,S<:~ 9,715 1.~9:2 "
JI

518 OJ,. Mosc.sDal>lH>l.... SffissE."..,ns..lI , , , 0

'" T<JI<ll$;;!e" Z4UI:S 'IS,W:. ~M~3 '1m

'"". A,lnllnl<,lf'1tN'J~'G~:~:r'11

". O!'Brnliml

'" ,,,. .Pu:n>hll~r.1tl/[l "lId GCl~~lill S.. tai'i<Js ~J,102 ~Oo'li';~S ~,321 2:,eQS ~,:1:('Jj

'" "'" Office ""ppfHl~ 3nd E~fI"1l""~ il,3!ll) (1,(\59J (1M) (9J (1:<41." (inC A"'""~~r"'l"',,bl"'ns"" Tm1l6rsrT"l<!- Cm.lDffllJf 5~pfl'>rI 13,O:Tl,:3S0 11,614,40ffl 1,4:"t',H1 15,OOB
~::~gl"" "''' AdminiE.l,,,y/,, E'lH"'E8" T['ln~r"I'Te<l·C~IJI'-J,>I 15El.SC'S 1211,ll'3O 22,015 1,0€9

'" !!230 Oulsldo S<'lrvlooo; E"'P"",'<H:J N,Sg..g 6$,S:7S 1~,l';::;9' "" 6·6l>2 1

'" lJ240 PI<>I'"flylm;.ull3nc.s 1ll,il!Lil 13,005 3,1&4 "'" 1,3017 :

'" ,92:50 II'Jllrk:... ~I!<J Dilll<!l~t':; J,ZJj'J,NO 2',~llS,574 .olt'B,570 21,S1J1 :.I9!JiD'>
." ""' Emp""""" P~n~l"ns Elml gefl8f,hr. 2,3.<10 2.16::l '" " m
.30 92'0 Fl<1nchl!'e Retllllr(tl'I(>J~'" 111.8010 99..~75 1;l, ~"1 lZ~ ''0

'" 9ZBO R""lu~<,ryC~nl:,:>"n'M 105.6117 IB,B!Kl 11,S!.3 In 1.>~", ~nO,l Ct,"l':r "J J\< .....~,;,;!J'(J, E::~~~'I~~~ , 0 , . .
'" ~~(l,2 "'=~~:in""'u~ Q""",...,I Expoel'~ IZZ.J71) 117.Q3 J] (3,HIZl """ (I,!)%)

'" 91lO ~r:o't!; 7,[,1'1 ",'" 1,087 51 '"'" 1.·"lnl"~iOll=.., J,t"inllln"""" ",G!lnBfarPI:mt , , , , .
'" T"I.9IMO 11.192.264 14,n9.5~2 LOCJIJ.7Ql 4UJfi ",",=
6"
6" ~__ TOTAL Q'J'Jl ~.E~!~i;.

~~ ~ ~ --------- ---------- !!!,,9f>?,9)4 7i,269.043 34.4~<\.102 2.8JtI,~1:!..___~1..!l~~'
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2.0 Cuslomt>rg
2.0 CUSlOOlOO:
2.0 Cuslomers
;2.0 C(J$\Oft1iOl!'>
2.0 Cuslomeffi
2_0 Cuslomers
2.0 CU$lontEf$
2.0 Cuslomer;;
2,0 Cuslomers
2_0 CU$lomefS
2.0 Cuslomers
2.0 CU$!ornets
2,0, Cuslomers
2.0, Cu~!omers

2.0' CU$!omers
4, 0 ~ler Imesiment
4.0' Meter Ifwestment
4.0' Me-ter Inve5!ment

4, 0 M~te( IrNe~!rJ1ent

5.0 Dir",ct tu I & T
99.0 •

0
0
0
0
0
0
0
0

0
0

3,610 3,261 4ng
0

G,264 5,5G6 683
1.855 1,$4e 202

0
73 65 e 0 0

476,:).(lS d;!3,219 51,942 54" 594
2,OOO,M3 1.783,20B 21B,857 vn 2,505
1,338,755 ;,189,545 145,9% 1,543 1,671

13B,474 123,0<11 '15,101 160 173
50,386 44,770 5,495 5e 63
31,017 27,560 3,383 36 -39

4,473,918 3,975,283- 487,89'1 5,,57 5,584-
1,773,300 1,005,372 596,488 55.317 5$,123-
2,132,818 1,281,4'25 717.454 66,535 67,504

235,0\12 141,S~6 79,250 7.349 7,456
3,841 2,308 1,292 120 122

157,S54 157,854
Q

12,B31,117 10,007,819 2,324,<145 ,39,152 . 29'9.7{]~

AlmQ$ &1,"~gy COrp6(d!i();'I, Kel1tuc~yjMid.Siah;.s DJvl!'l[()rl
Ken!ucky Jurisdicticn CasE!' Nfl. 2013·{]0148
Foreca~led Tf-~t Pf-rlod T"','Elve MO[lihs Ended NovEmber 3D, 2014

AUOCA110N OF DEPRECIAT~ONEXPENSE

CUstomer

Acct.
J-lo.

1 Intangjl:H.e Plant
2
3 )(J),OO Organizatton

4 30200 F'raflchi.fle8 (, (\Qp,sentE'

5 JeleO msc Jntangible Plant
6
7 Tojallfltangi~e P,snt
8
9 P«Jduction PI<'lnt

10
11 32.520 f'i:uducil~9 u,ast?Ml&

12 325,10 rUghts Qf W<1yEl
13 33100 Production Gas Well::! r;::quiplf\{'nt.

14 33281 Fi",ld Ll..W.':8

15 3J;~Oil Tdbl.1t.ary;Line.s
16 33400 Pie1.a l>leas. & Reg. Sta. Equip

17 :BEDD 'pu~'ifica.tiQn I::quipme:lc

18
1go Talai Pr<lduction Plant

20
21 SIQ...gQ Pi.Oifl~

22
23 350Hl Land

24 35'}20 Ri<:jhtE' Qf l'li11
25 3 S!.OO 8t!.lictures Bp.d ImpnJ'lt!t1lt:mts

26 33102 Cr....."lipt:'O".8si= StatirJrJ £q".lipment.
27 3Sl03 I:C;}S. l< 1\.09. ~t.!1.. 5t:t'uctJJ~S

213 3S~0'1 Othex 5t.rllct·~r£!E

20 II",U.8 \ Right."l oE ~ia,!

30 well C\)nCltlc"':..:C'tion
31 3S~0~ ·lie)..l ~~ip.,,,:",t

32 Ul<"h.irm C'-.<l3

33 35;;10 Le.l£~holds

34 )';211 StC'rilge. Rights
35 353!H Field Lil~t'S

36 35307- Tributary Lines
'31 )5400 Compre3~ol- Statiun Equipment
3B !·!t:'il'; & l'e'J. EquiF~n~lL

39 F;,:dficOitiorl Equiprr..ell.t
40
41 Total S!o:l!age PJar'1t
42
43 Tramiil11ssion.:
4·1
45 365lCl land & Land R;ghls
46 3E>S20 'R:ght:i ofWiJ'1
47 356\)" :::l;.tL1~l;.Up:,s c. Jrr.pt"GvefTlF-nl;!J

4B 3<i!'i{)..l Other Structl.H~.8

49 3E>700 MaUl£ Cb.U11YJLc p.l:-otectLon
50 %71)1 'r~",~n""

51 3,(;900 1,1ea5.', Reg Equiprr..e,.t

52 369{)1 "l~S," Re.g. Equipment

53
54 Tot.al Trans..m:ssloo Plant
55
55 DI'Sohi bLif,Qn'
57
58 37'\00' :Lartd !'t I>-2I'J.d Rig-hta

59 37401 Land
60 ~?'\{]o2 ~d RightE

61 370103 Lcmu Other
52 ~750D Stll.lctur:e.:J f< Impl:"o·{enl~nt.s

63 ~7SGJ. gtruc.tm:= & It!l.p=·~I'.t$ ']".13.
64 37502 l.o-'lnd Rights

i55 lmpro·"ement.'.l
66 ~b.ill.£ C.athodl..c PJ:ot",,~t.;ion

67 ~l.ctirJE Steel

68 Y161ll ~illl1:J PJ..Ol::Jtic
69 ~tP.<l.s ~ Reg. Sta. Equip - Gener:al
70 H~d,:J lie R"g Sta. Equip Cit.:t. Oat£!

71 .37905 ~leD<: <;. Re~. St.;". Equif'rIl",rn:. T. h

72 3lJOOO ~~::viC"E

73 ~lete,-",

74 "letoL" lllSLElllait..:'::s
75 )aJQO limH;e ~e9u:;'a.tOl:5

76 H<::ll1S:'" Reg. Jnat,,11ati'ms

77 Ind. N~~G ... Reg s':~. Equipment

78 3lJ6011 Othp-~ ~l.-Qp. On em,t. P::tm
79

_139_ ___J21~t Q!~I![1.~~~ ~@Dl

Allocation
F<lctQr

99.0 •
sg,O 
99.0 .

.99.0 .
~lO .
99.0 .
99.0 .
lli'LO .
99.0 .
99.0 .
99.0 -

:99_0 
99.0 •
:99,0 
99.0 
99.0 
99_0 •

99.0 .
99.0 
99_0 •
99.0' 
99.0 
99,0 ~

99,0 
99.0 
99,0 
99,0 •
99.0 -

99,0 
99,0 
99_0 
99,0 
99.0 
99_0 
99,0 
g.gJ) -

AllocaHon
BaSIS

Tolal
Cc-mp<lny R%idential

Comme,cia! &
Pu b1ic Au1horily

HIm
Indu~Ir.:;l1

Exhibit iPHR-2}
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Almas Energy CDrporation, i(enl\!1;ky/Mid-S\at~ Oivisi on
i.l~ntwCk'J JUji~d[r.:licn Case No. 2013~{)0148
'F()r~r.:d5\ed Test Pe riGa Twe~ve Mo-nU1S Ended NO'Jember 30, 2014

l:Xhic.:t (PHR-2)
Pa.ge 57 oJ 75

fALLocAllON OF DEPRECIAT:O~j EXPE~JSE

81
82 Geneml·

83
B4 Land & Land Rights 62 P, 8, 1&.6 Plant - CUs-!'Om".r 0
85 Structures Frame &2 P, S, T & 0 Planl ~ Customer 108,95-3 SS,11{) 17.448 "'3 2,512
86 :f1lprovelTielll~ 6.2 P, 5, T &. D Planl- Customer 0
87 3900J AIr Con<Ilticning EqLJ:pmenl 6_2 P, S, T & 0 Piant ~ Customer 22,311 1B,rJ43 3.573 1B1 514
B8 ],'.100<1 Imprav€"menl to le<J~ed PremrSlJS 62 p, S, T &. 0 Piant - Gu~tLlm~ 0
89 19009 Office Fllmit'Jre & eqllipmerlt 6,2 P, 5, T & 0 Plant - Customl3"r 25,081 2Q,283 4,017 578
90 J91ll0 Rem;t!anc:e Processing Equip 62 P, S, T eo 0 Pianl ~ Customer 80,281 €i4,DZ3 12,856
91 J,nOJ Transpo.rtatJan Equipment 6.2 p, So, T &. 0 pj;'tn~ - Gu~tumEf 0

'2 1':'l~OO rr'..:r;~'S 6,2 P, S, T & 0 Plant - Customer 0
93 T!aners 6.2 P, S, T ~, 0 Plant ~ Customer 0
94 3n07. Stores Equlpmfmt 6,2' p, S, T & 0 Plant - Cu!;tufljer 0

" 39~ oCl POll'rer OperaleJ Equiprl1enl 6.2 P, S, T & 0 Plant - Customer 112,009 90,581 17,937 407 2,583
00 3:<60J B~ck~oes 5.2 P, S, T & 0 Plant· C1.Js!nmer {j,83-0 5.523 1,094 55 157
97 39£.0-: Welderg 6.2 p, $, T & D Plant - CUo;t1;lm!3"r 7,980 5,Il53 1.278 65 184
98 391>05 Comrnlmicalion Equipmenl 62 P, S, T & 0 Plant - Customer 4,227 3,41B 677 34 47
99 n70D {;()'l1muhl~lJ()nEqulpm€t1~- Mo::Jbl:~ Radio" 62 P, S, Tf, 0 Plant· Cu-slomer 20,4138 1'6,Sf39 3,2B1 166 472

100 J970l Comrnunk-ation Equipml.lnl . Fixed RadiG"S 6,2, P, S, T & D Plant - Cuo;rom~t 0
101 39-102: Commenlca!jnn Equip. - Telem€terin!l 6.2' P, S, T & 0 Plal'lt- Customer 0
102 3!<705 ;Mi5C~D<lrlMUS.EquipmMt 62 P, S, T f, 0 Plant· Customer 6,934 5,00,1) 1, 1~D '" 180
103 3981){) Other Tap,glbla P,cperty 62 p, S, T oS D Plant - CU$tutT1t;i( 103.7'16 83,M,} 1,"j,6~4 840 2,392
104 Other Tangible Pmperty ~ Servers· HtW 6.2. P, S, T & 0 Plant- Cus-tumer 0
105 39901 Other T af,gl~a Prr:pert'/- Server:o - SNV 62 P, S, T & 0 Plant· Cu~t{lmef 0
106 )9"'02 Other T'lngi~s PlOperty - t./€twcr!< - HfN 6.2 P, S, I &, DPlant - Cu~mer 0
~O7 3~"t03 Other T anQ_ Property. CPU 62 P, S, T & 0 Plant- Cust{lnitlf 0
'08 39904 other Tal)gI~e Property - MF - Hi.'wi,'fi"lre 62 P, S, T & 0 Plant· Cuslomel 0
109 ]990£', oth£'r Tang. Property - PC Hard'l!va:e 6.2 P, S, is. DPlant-ClJ~mer 0
110 39,Hl$ Other Tang_ Prr<perty. PC S{]!1ware 62 P, S. T & 0 Plant - Ct:st(Jmtlr 34,38Q 27,£03 5,506 278 793
111 39907 othw T<'lrlg, Plc>perly - M<llrlf,ame S/W 62 p. S. T & 0 Plant· Cu51.Qmer 0

112 39;J0l;L Otne; Tang, PIUperty - ApplkC!!i~1"i SLJfu'rclf$ 62 P, S. T & 0 Plant· Customer 0
113 AR 15 genen'll pl~n! amoffizalion 62 P, S, T S. 0 PI<'lht - Cust<JmN 211,782 171,268 33,915 1.716 4._
114

! 115
116 Total General Pian! 745,002 6!J2,481 119,307 n,m5 17,180
117
118 TOTAL DIRECT DEPRECIATiON EXPENSE 13,570,119 10,670,~9 2,443,752 145,187 .315,881
119
02ll Kentm::ky Mid·Slates General Office:
121
122 intangit~e Plant
123
12:4 30100 Organization 090
125 3{l2Nl & COll!Jents 99.0 -
126 ]0300 Irtt.=gible plant. ~o

12.7
128 TotClllntangit~e Plant

12"
130 General:
131
132 37400 bmd & Land Rights C.2 p, S. T & D PJ<lnt - Cw>tomer 0
133 39001 Slru"rure5 rr<lme 0_2 P, S, T & 0 PJant - Cm:tcmer 2,236 1,80B 358 " 52
134 39004 ' AJr CooditianinlJ Equ[pment '6.2. P, S. Teo D Rant - CustCtmer 0
135 39GOO !mprovfJmer:t to IGilsed Premises C.2 p, $, T &. D Phmt - CU5~mer c
136 39100 , Office Pl.irn~ure .& ~qLJipmer.! £.2· P, S, T ,0;. D Rant - C'JStomer 1,738 1,4GB 278 14 40
137 39200 , Trarl-spc;1a!ion EqtJlpm~lt 6.2. P, S, T&D Plant- Cus1.amer 0
138 391{)Q Stor~ EQuipmetlt 6.2 P, $, T & 0 Plant - Cm-tomer 13' i09 21 1 3
139 3940(J Tools, S~op & Garag.e Equipment 52 P, 5, T ~. D Plant - Customer 3,907 3,159 626 32 90
1<10 30000 PoWer Opel3teci Equ~pmenl 6-' P, S, T &. D Pkmt· Customer 502 406 80 4 12
'141 39700 Comm'Jaica1i(ln Equ!prnenl 6,2 P, $, r 8. 0 Pl~nt - C!.r<>ioml;Or 1,138 919 ' 182 9 26
142 39800 MJsc.eOaneou~Equipmenl 6.2 P, S, T.& D Plant - Customer 17,186 13,8$9 2,752 139 398
143 39900 Other Tanglbl:e Property 5.2 P, S, T &. D Pl:':lOt - Customer 0
144 39901 other Tangib1e Property - Ser,iHS - HftN 6,2 P, 8, T &0 Plant- C~1omer 13,628 11,021 ~,1fl2 110 314
145 39902 ether Tangible Frorert]' • Se!\'ers· SfiN 6.2 P, S, T & D Plant - CUS1Qmer 0
146 3~<lO3 Othp.r T<ll'gibfe Prop€rty - !'Jelw-()rk - H!W 6.2 P, S, T & 0 P!<lnt - Customer 0
147 39906 Dlh.er Tan9- Property - PC Hardw;lJ'e 6.2 P, S, T ~ D Plant - Custorl!er 54,366 43,965 6,700 440 1,254
1·m 39907 O1~erTang Pra;mrty· PC Software 62 P, S, T & D Plal'lt - CUSlnmer 0
,~~ 39';108 Othl;'.J T:a:J[J. Property - Mi1fnframe SNV 6.2 P, S, T & 0 Plant· Cus\omCjf "150
151
152 TQW~ Cene,al PI~f1t 9-4,8Cl3 76,691 15,181 lG8 2,187
153
154 SJl3red Serv1ces Genelil! Office-

155
156 G~n~ra.l:

157
15' 39000 St.tllC'I:.U!"c,g (" ImptlWf:rn011t.s 6.2 P, S, T & D F1ant - Cuslomer 187 151 30 2 4
159 :390D5 G-Bt ru"t.u,.-e6 ,;, I:llp!::c.ve'l1i;-n~-C' 62 P, S, T 8; D Plant - Cuslomer 3,553 2,673 0<9 29 82
160 39GD9 Improv~me[lt to lei'l.9M t'remi3e!l 6.2 p, S, T&.O ~"mt - Customer 17,359 14,038 2,7M 141 4{)0

16~ 38100 Offi<:e FllUl.itllr:e- I<. £qui~,ru~ll!.: 6.2' P, S, T & 0 Plant-CuS-lomar 17,718 14,328 2,B37 144 409
162 "39102 R",~il:t.an~Q I'l::OC=62ng Equip 62 P, S, T f, D Plant - Clislomer 0
163 39103 ' of£ice Machines 6.2 P, $, T & D PlOlnt - Cu~lomer 0
164 391D4 (j·offlct'l. F'll.rllit-Ul::C &: Ei'.J.uip, 6.2 p. S, T Ii. 0 Plant - Cu~orller 30 24 5 0 1
165 39200 T;i;an.6pol::t",t;;'Qn Eq1.1J.f"T'",nt- 62 P, S, T eo D Plant· Cuslomer 1,m 1,069 212 11 30
166 39300 Sto:::-es Equipment 6.2 P, S, T & D p;~nt - Cu!;lLlmer 0
167 39400 ' '1'001.9, Shvp 1'< GaG'!']':: Equip!t.ll"lll:- 6.2' P, S, T & D A.mt ~ Cuslomsr 1,034 836 166 8 24
168 39500 woor'atnry Equipm1::'nt. 6.2. P, S, r&D Plant - Cuslomer 191 154 31 2 ' 4
16S 39700 CammUrtic<lti.on Equipment 62. P, S, T .g, D Plant - Cuslom"r 7,252 5,005 I 1,161 59 1£7
170 39800 ' ~li3cel1{me(1:J.:l Equipwrl':nt 132· P, S, T & D pj:w.l- Cuslomar 307 249 49 7
171 39000 Other Taligi-ble Property 0.2· P, 8, T &: D P.<Int - CUslQmer 1.034 836 16" B 24
172 39001 Other TOlr.gible Property - ,server.'! - ±t/w 6.2 P, S, T 11.8 P!ant-Cu'!;lo~ ~ 18,562 95,881 18,987 000 2,734
173 39g{12 Tangible Property T bCrver,,; s/rrl 62 P, S, T & 0 Plant· C'J:slomBr 52,399 50,<162 9,993 505 1,439
174 399G3 TaWJible PropQl::!.:}' - l'fe.t:\·ro-,;K - H/~1 62 P, S, 1" & D Plant - C\I~IO'mer 14,625 11,827 ' 2,342 116 33i
175 39004 ot.J'ler Tang, :rtup€rt.y - CPU 6.2 P, S, T & D P!ant - Cuslomer 0
176 39905 Tomg:ble Property - ~)J.' - Ha.nl~r.1r<:l 6.2 P, S, T 8. D Plant· Cuslomer 0
177 39906 TaEg-, 1'r-upert.y - PC Hd.rd~!are 6.2 P. $, 'j & D PlOlnt- CU~lom~r 10.599 8,572, 1,697 6" 244
178 39907 Otl~r Tan9. p.t-opl!rt.y - PC Software 62 P, S, T & 0 P1ant - Cuslomer 3,028 2,448 '85 25 : 70
179 399D6 ot.':"'l:: Ta~g. :rr:oP'~J;"ty - 1'I-'1.iilfl~a~ Sf\'! 0.2 P, S, T (', D P:ant· Cuslaffier 312,441 252",67.0 , 50,035 2,531 7,205

"0 39909 Other 'l'a..'1.g, FI:apeI:t.y - A}'plic",t:iQn Soft...'a:::-, 6.2 P. 8, T & D Plant - ClIs!orner 0
1B1 3992'1 oeJ>~r 'l:'cirlg. Pmpert.y - General Starti..l'p Co!:! 62 P, S, T.& D P~al"lt· Cus!omer 0
162
183

'" Ta!al Gene,_al Plant ----. --------- ~71,G4~ ~6f,2~ ~~):j4~ 4,§_3.! ___



Atmos Energy CorpOfalion, Keni;JckyIMrd-Slafes Oivlsion
Kentucky Jun:Jdiction Case No. 2013-{Jo14a

fC"orecao;ted Teo;t Period: TY/<;li\ll;l MQntho; Ended ~Jovember30, 2014

E't!1ll:>jt (PHR-2)
Pags 58 of 75

ALlOCAT10N OF DEPREClA1l0N EXPENSE

1.5
18£ s~ared Service-s CU5tomer SUPPCjt~

187
10e G1;lneral:

189
100 3S9QO Land 6.2 P, S. "( & D Plant C~stomer 0
191 389"10 cKY-Land & Land Righls 6,2 p, S, T 8. 0 P~dJ1t Cu;;~mer 0
192 3'9000 Sj!tJctures & Impr{)Vem~l'lts 6.2 P, S, T & 0 PJaflt- Cus~om'?r 2'0,930 16,926 3,352 170 483
183 3'9009 Improvement 10 leas~ Premi:Jes 62 P, S, T {I, D Plant· Customer 8,724 7,055 :,397 71 201

194 39010 , CKV-Structures & l~pf(Nernenls 62 P, S. T & D PJ3.nt - Cll!'>tomer 2,2tJ9 l,B51 ~7 19 63
3fl100 omce Furnljure & Equipment 6.2 P, S, T & D Pl<Jot - Cust'Jmer 2,185 1,767 360 18 !iO

39700 Communication Ea,'Jlpmenl 6.2 P, s. T & D Plant· Customer 5,~'10 4,389 871 44 125
187 3971(l CKV-CommUntCaDon Equipment 62 P, S, T & D Plant - Cu!'>lomer £9 60 16 1 2
196 39800 MI!'>c:e1lal'lMm Equipmerll 6.2 P, S, T & D P1<mt· Cu..forr,er 70 61 12 1 2

199 39900 other Tallj;lible Property 62 P, S, T & D Plant - C:J5lomer 0
200 39901 Other T8flfllble Property - Servm:;; PJW 6.2 P, S, T oS. D P1~nt· Ct."5'lomer 23,750 Hl,207 3,e03 192 54.
201 399G2 O\h!;lr Ti3119lble Property - Servers - SfIN 6.2 P, S, T ? D Planl- Custcmer 11,255 9,102 1,802 91

202 39903 Oth~f Tang[ble Property ~ N,:t\.'Klrk; - H.W 62 P, S, T & D Planl- Cllitcmer -r,B2B 6,330 1,254 63
203 39900 other Tang. Pmperty - PC Hard\.¥are 6.2 p, S, T & D Pl~nt - C~tC'mel 5,OB7 4.,114 $15 41 117
204 39907 Other Teng, PfO~rty . PC Software 6,2 P, S, T & 0 Planl- CllStomer 1,59<1 1,289 255 13 37

205 3990-8 ' other Tang, Prof)9rty - Mainframe SNJ 6.2' P, S, T ~.D Pl,ml· Custofnef 3D4,128 2<15,947 <18,7{]4 2,464 7,013
206 399j{} CKV-Q!~er Tangible PIOp€rty B_2' p, S, T &0 Prant-Cu;.tomer HlB 87 17 1 2
207 39916 ICKV~Olh Tang PfGp.PC Hi'lrdmre B,2 P, S, T & 0 P!allt - Cu..,tomer 112 91 ,. 1 3

2GB 39917 CKV-Olh Tang Prop-PC Software '6.2, P, S, T eo. 0 P!ant - Cus.tomer 40 32 G 0
2D9 39924 Olher Tang. Property - Geoora! Slm1IJp Cm;~s 6,2 p, S, T&.O P!~nt - CU'S-tomer 0

210
211
212 Totsl Ger.eral Plant 393,645 318,340 6,.039 3.1P.~ 9,077
213
214 TOTAL DE?RECIATlOt-,! EXPENS~ _- f~.LSJ~l;B 1<1,63'5,238 1~,527 ,614 7,613,522 _15)l7_4_
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Atm~ En"',gy CGlrpor.allon, Ke"t!.JekyJMi,j-St8Ie'O OiVJ5itJI"I
Kentucky Jurisdic!ion Case No. 2013·00148
Fml3C<lstBd Test Perfnd: Twelve Mnnths Ended November 30, 2014

Exflitd (PHR-2)
Pi.'lgE61of75

AU-OCATION OF DEPRECIATION E,\tPENSE
39S
'00 Shi"lred SerflC('lo; CU5torr1et Suppcrt
<01
<02 Ge(leml

'0'
404 38900 Land 6A P, S, T &. D PI<'lI)! - Deh')<1nd °405 38910 CKV-L~m:l& Land Rlghls 6A P, S, T 8. 0 Pl:anl- Demand °'06 39000 Structures 8. Impmve ments BA P, S, T &. D PI.an! - Demand 3,983 1,rO, 766 59 1,444
,07 39009 IfI'Ipr_cv~meJ'1l tc :~a5ed Prem~e;; 6,4 Pi $, I" & 0 PI~nt - Demand 1,660 7'0 319 29 CO2

'08 39010 CKV-Structures &. Improvamellis 6A P, S, T & D Plan! - Demand 436 186 84 8 158
409 39100 Office ~um3ture & Eq!.lipment 5,4, P, S, T &. D PI.an!· Demand 416 178 80 7 151
410 39700 Ccrnml.mTcatlo!l Equipmet'lt 6.'1' Pi $, 1" & D PI:ant - Demand 1,035 44' 199 18 375
411 39710 CKV·Communjca!.ion Equ!pmttl'lt 6.4 P, S, T & D Plan! - Demand 19 8 4 ° 7
412 39BOO Miscell<lneclJs EqLifpment 5,4 P, S, T & D Planl- Demand l' 6 3 D 5
413 39000 O!h$t T<;Ingi bl~ PI(lP~1y 6.4 Pi S, T ... D PI<lfll- Demand °414 39001 a.her Tangi b1e Properly - Servers - HfW B.4 p, S, T &. 0 PI.<lr1! - Dema.nd 4,520 1,934 869 78 1,B:}B
415 399'02 Q!h€f Tang] ble Propert'j - Serv~rs • SIW 6."1' P, S, T&D Plant-DBm<lnd 2,142 9'6 412 37 776
416 39003 Oth$t T.mglbj." Pll::lPerty - Ne~Dll< - HAN 6.4 Pi S, :r & D Planl- Dp.f1l?mj 1,490 637 206 26 6;0
417 3mr06 other Tang. Property· PC Hardware 6.4, P, S, T &. 0 Pltin! - Demand 968 414 18£ 17 351
418 39907 Qther Tang. P[O~rl)r - Pc SDftvrare 6,4 P, S, T & D Plan! - Demand 303 130 58 5 110
419 3gQoa Olht'f Tatlg_ p[O~rty - Mainfmme SM/ 6.'1' P, S,I&D Plcml-Den~nd 57,874 24,764 11.130 1.002 20;978
420 30010 CKV-Otiler T~ngll:H€ Prcperty 64 P, S, T & 0 PI:anl- Demand 21 9 4 ° 7
421 39916 'cKV-oth r<lng Prop-PC HaMliue 6,4 P, S, T 8: 0 Pian! ~ Demand 21 9 4 ° B
422 39917 CKV"Oltl Ta.ng Prcp-PC SDft'l',tate 6A, P, S, T & 0 pjant - D~mand 0 3 1 0 3
423 3W24 Other Tao9, PWp(friy -General Startup C(W,18 6.,4 p, $, T &. D Pl<lnt - DE!1I;;nd °424
425
'26 To!aI Gener'll Plant 74;009 32,05'3 14,407 1,297 27,153
427
426 ___IQI~~_g!::=E'B~gY~,,1J9!'1_E_~I?_slj~~-=Q{:1·tA~Q_ _1J?~!-3il9______ __X6J!-3}.?_ a4~19?_ _ __3_{)-,-,I~:(t5__



0
0
0
0
0
0
0
0

0

0
146 46 23 2 70
852 267 133 13 4'0

0
0

",072 12.865 6,3lJ8 617 21.192
9,51'9 2,9"82 1,483 1<3 4,:912

0
14,678 4,5~8 2.2e6 ;L70 7,'514

0
101 60 30 9.

0
0

7,54:3 2,363 1,175 113 3,692
871 273 135 13 450

55 17 8 1 28

74,928 23,471 , 11,e71 1,125 3fl,G61

Almoo Energy Co;paratJo1\ Kentucky/Mid.states DJvlslon

Kentucky JUlit;dlctiQ~C.ao;eNQ, 2013-00_148
Fore~o;ted T,,~j pej!ocr Twelv.e Months En'ded NU'/ember 3D, 2014

ALLOCA1l0N OF DEPRECIATlorJ EXPENSE

Cornrlloarry

Line Acct."'

NQ.

429 Im<:mgH:JIe Pl<Jrn:
430
431 J.OHJiJ Drgan~:r.at,tM

432 30200' }.'ranchiees [< GQl":sent:>
433 30300, J.;~~C -IntanSlible Plant

'"435 ilJtol Inlilngibl'6 PJ~n1;

435
437 ProducHoll Pi.ant
438
439 ~;)5;!O p.!"Dducing ~as~lOld5

440 J 2 ,,4 0 Rignts of l"r"YE3

441 3:3100 ~l;__ O<.iuction Ga'l l1ell'l Equipment
442. JJ2ul F.i"'ld L!_nes

-443 33202 fiibut.at)' Lirte.a

444 3J4QO Piela }Iea~, f,.R",,:!. St;_". Equip
<145 3J"OCl P~n:it:i('ation Equipment

<46
-<147 Total Production Plant

'48
449 _ _Siomgtt Plant
<50
451 3501.Cl Lmd

452 35020 Right", of Hay

<153 3s~OO Btrur;tur~:J dI1d Irn~rovcme!l.ts

454 351'-12 {;~!TT[n-p.f.I:,>i~n SI;;",tiOl1 Equipm<';nt
455 35103 j"""":J. & Roo",. Sta. StI~l:'t~eg

458 351.04 oth= .'n:.tUC'l:.tlI'':'S

457 352'J<l Hdlil \ Ri.ght;" ot W<lY
458 3'l:J.Ol \'Jell Ccn~tI__ut:'tion

459 35:.&02 ll~ll Equipr,cllt

<l60 35203 C\lllhion (''--'1'0

461 r-e"'!Jeh.:·ld<:J
462 35:<11 Stora~ Ri9h~~

463 35]0:;.' Fkld Line.'!
464 3530~ 'Tributary Li,..,,,,s

<l65 3540~ {'<J~pn=-.'3EO~ Statior. EqLl~pment

46ti :>5S00 1"~eJ.::; 1.< Reg. J:quipw'."nt
467 J5!)O~ Fur;iEicaUon Eq,--,-tprll"-ll-t.

'68
459 Total SlolQg€- PJafll

4;0
471 TrafisrnlS5i<l:'l
472
.<\73 3,,5111 L-an.;l S-bfld Rights
47-4 Right:'. of WiN
475 3,,60:,& Struct~.s t.. ImprClve<r,ent:e

<l76 )(,6DJ Cth"'r St:l.~ctHeB

477 3r;"Hl{} I-lcliflS Catl'..Odic ~l·ot",eticm

478 35701 Mairls" sb~;:,l

"179 )('9Du ~11';'l.[<. [, i<:~, Eq1.1ipment

~e.o 35~OJ. 1" ..a5." R",S1. Equif"=t
481
482 TDtal TriilrlSm:55:l)n Plant

483
48-4 DI-'~tl~bu!lon:

485
~86 :,n·!M L:L"d!.. Ii:lJld Rights
-487 ]')'401 I.ancl
.reB 3'1o!02 Iillld RiSJllt!.>

489 37~Q~ l.anq Ot.b"r
-49-0 3'15{)CJ St:Dlctures & ImprQvemento:J

491 J7S0l S!:IlJr:':tUI'<::S &. ImpI-O\-efl\'tlnt::; T.B.
492, J75{l;] r..anQ IUght:B
493 ]lllpr:oyemenl:s
494 !-lain£. Catoodi'C prctect.LOll
495 - gt:eel

496 - Plastic
497 Equip - Ge.."ra 1.
495 Equip - C'ity Gate
49:9 Equip=t T.b.
SOO 3aOGO Seh'i~ea

501 3S100 I-let.ers
['{)2 JlJ.2CCJ I~et",r In~tallaitolJs

503 38J{lQ ROl1;;~ R~gulator.s

504 JlJ.4.GO HQUfle R~. In,,,t..1.1.>1tiIJuB
505 J<J.5'JC Ind. l~~as. & Reg. Equlflrrt.e,n-t
506 ot.her prop. Orl. Cl..lEt. -

501
--r:O!a!JJlstr!bu~DnPlant

AJloc.aljon AllcG'l!!cr"!
F"ctor Basis

9'9.0 .

~"O •
99.0 -

~90 .
98.0 
99.0 
99.0 •
99.0 
99.0 
gg_O •
98.0 .

1.5 Wnter Vo1umes
1_5 \Njnt~rV(ljurn~;;

1.5 lMntttr Vo1umes
1.5 Wnte[ Volume;;
1.5 Win\~ Vo1urnQo;
1.5 Wnle; Volumes
1_5 Wnt€-[ Volume;;
1.5. Wnlw VolurnQ~

1.5 \Mnler V(llume5
1_5' Wnler Volumes
1.5 tMnllJf Volurne~
1.5 Wnle-r VG~umes
1.5 Wnl13f Volum~
1.5 Winler Volume"
1_5 1A~nl~ V6lum~

1.5 Wnl"'f Volum£s
1_5 Wnler Vclume5

99_0 
99.0 
g~).O 
99.0' 
99.0 
99.0 
99_0, 
98,0 -

99,0 
99_0 
99,0 
99_0 •

99.0 
99,0 
99,0 
99.0 
~9D 
99,O 
99.0 
99_0 

99.0 
99.0 
99,0 

99.0 
99.0 
99.0 
99_0 
09.0 
99_0 -

Tola~

Company R..:.idi:ntial

o
o
o

·0
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o

-~---

COlntnerci;;,l .&
publrc/l,ulhority

firm
1ndus!rl31
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Atmos Ensrgj C-ofp{Jr!'lUon,Kerltuc}(YiM-(j.-SlatesDMsion
I kentucky Juri5d~ctiort Ca~e N~, 2013-00148
i~Qrecasted Test Pe,io~ TweWB I\ol¢nlh;; EndEd N~\lernbet30, 2014

~General

'5h<lfed Sewices General Office:

431

863

887
54
63
33

162

199
£30

18

14

272

751

o
10

106

177

55
822 I

8
2

57
2

•
939
494
116

1

2"
138
140

1
31

4
9

136

1,678

5,902

84
24

2,475

44,563

25

49

26
2
2
1
5

2
24

22

6
19

13

o
D
2
o
D

27
14
3

2
1

72

172

1,295

130

33

17
2~8

227

53

2
o

17
1
2

284
149

35

.2

o
•

42
42

50
192

25
7

7~7

o
9
1
3

41

507

261

268
16
19
10
49

1,7B2

13,453

11

"499

5
1

35
1
5

570 '

'"0
70

66

539
33
38
20
99

1
17
B3
85

524

165

1
19

2
5.,

456

2$1

3,5B3

51
15

1,503

1,019

27,D54

o
1,673

o
343

o
385

1.233
o
o
o
o

1.720

'05
123
65

315
o
D

100
1,593

o
o
o
o
o
o

5211
o
D

3,252

o
34
o
o

27
o
2

60
B

17
264

o
209

o
o

835
o
o

3
5.

207
272

o
o
o

20
o

10
3

111
5

1S
1,820

958
225

o
o

103
46

4,781
o
o

1,458

11,439

6.6 Pi 5, T 8, D Pianl- Commodity
6.6 P, S, T & D Pli'll'il - C~W'l1mOO1ly

6.6 P, S, T & 0 Plan! ~ Commodity

6.6 P, S, T & 0 Planl- Commodity
6.6 p, $, T &. 0 Pian! ~ CommoQity
6.6 P, 5, T & 0 Plar.l- Commooily
6.6 P, S, T & 0 Plan! - Commodily
6,6 P, S. T &. 0 Plant ~ CommlJdity
6.6 P, S, T & 0 Plant - Commooily

6.6. P, S, T ~~ 0 Planl· Commaflily
$,6 p, S. T &. 0 PI<lJ"1t ~ Cl;lmmIJdity
6.6 P, S, T E. 0 Plant - Commodity
6.6 P, S, T & 0 Plant ~ C(lmmCldlty
6,$ P, s. I & D Plant - Commodity
6.6 P, S, T & 0 Plaj1t - Commodity
6.6 P, S, T & 0 Plant· Commodity
6.$ P, S. I & D Plant - Commodity
6.6' P, S, T & 0 Plant - Commodity
6.5 P, S, T & D Pla{lt· Commodity
0.$ P, $, T & D Plant-Commodity
6.6, p, S, T & D Pla.nt - Commcdity
6.6 P, S. T & D Plant - Commodrty
0.6 P, S, T & 0 Plant- Commodity
6,6 P, S, T & D Pla.nt. - Cl:lmmcdity
6.6 P, S, T & 0 PI~lnt ~ Commodity
0.6 P, S. T & 0 PJant-Commodity
6.6 P, S, T & 0 Pla.nt - C.:;,mmcdity
6,6 P, S, T & 0 Pjant~Commodlty

6.6 P, S, T & D Plant· Commo~ty
$,6 P, S, T & D PI<lnt ~ Commodity

6_6 P, S, T & D Plant - Commodity
6.6 P, S, T &. D Phnt - Ccmmomty
'6,6' P, $, T &Q Piant- Comm?~rty
£.6 P, S, T & D P!ant - Commomty
tt6 p. S, T &. D Plant - Commcd'ity
'6:6 P, 8, T &. D Plant - Commoolty
6_6 p, S, T & D p,ertt - Comlnoo"lty
6.6 P, S, T & 0 Plant· Commcd'ily
$,'6' P, $, T &OPlant- CommcOlty
6.6, P, S, T & D Plant - Commodity
6_6 P, S, T &. 0 Plant· Commodity
,3,(i, p, 8, T & 0 Pl<lnt - Comm~ly
6,6, P, S, T & 0 F1ant- Commodity
6,6 P, S, T & 0 Rant· Commodity
6,6 P, 8, T&.O PJ<1nt - CommooFty
6.6 P, S, T & 0 Plant - Comrllooity
6.6 P, S, T &. D Plant - Comm()(jjty
6,$ P, 8, T&.O Pl<mt - Commndity
6,$ P, S, T & 0 ~ant - Cornmodrv;
6,6 P, S, T & D Rant - Commodity
6,6 P, S, T eo. D Plant - COJ:'llntXlity
6,6 P, S, T & 0 ~ant - Commcdily
66 P, S, T &. 0 FP,ant" Commoolt)'
6,6 p, S, T & 0 Fl!lnt - Cornrnod!ly

6.6 P, S, T &. D PJ~mt-CQmmodty

6.6 P, S, T & D Plant- Commodity
6.6' P, S. T &. D Plant- Commodity
6.6 P, $, T &. D PJ~nt - CommoOity
6.6 P, S, T & D Plant - Commodity
6J; P, S. T & D Plant - Commodlty

6.6 P, S, T & D Plant" Commodity
6,6 p, S. T & D Pl;'lnt- Commodity

B.£ P, S, T & D Plant-Commodity
D,D P, S. T & D PlaJlt~C(lmmoclity

£,6 p, S, T &. D Plent - Cornmod:ty
6,£ P, S, T &. D Plant - Commodity
B,D P, S, T & D pjant.-CommQrnty
Q.Q p, S, T & D Plant - CornmcUi:ty

£.06 P, S, T l'. 0 Plant- Cornffiodity
£:6 p. S, T & Q Plant - Commodity
0:6 p, 8, T 8. D F'l<int - Commodity
£,06 P, S, T l'. 0 P1aflt - Commodity

Sl:.J:Ucl:.jjr",,,, &. I"mprOVementEl
G-St :'l..Ictl1res I.< Improvement."

to leas~d PrCmiEeE

Larrd & L,;nd Rights
Structures. Frame
Improvemerlls
Air Conditioning t:q>JIp-mt)nt
Impravemenl to leased P,f;mises

Ofllce Fumllurfl & Equrpmenl

Rr;-miti<l.n!;~Prol;~~'So.1ngEqu.ip
TranspDrtatian Equipmenl
Twcks
T~ile~

Stores Equlpme-nt
:PO't'ter Opsmted Equipment
Backhoes
W<!ld~rs

Communication Eql.jlpmenl
CommlJni~~onEq\-,lpmlJf1t McblllJ Radios
Comrnl.mk<:ltjo.n Equipment - F[)(e,d Radl(J~

Communlro!lon Equip.• Te:emeterlng
M~!;~ll<llleOU"Eq'.ripme:lt
Olher Taflgi~e.Pmperty
Glher Taflgllje Pro-perty ~ &liVtm; ~ HMI
Olher l<Jngib1e Property - Servers - sNJ
,Olh~rTangible pflJperty - N~twojk - Hf\N

Olher Ta"g, P10PS,ty· CPU
other rar:gibie Properrj - MF - H,lf(pt,are
Olh~r T<mg. Property - PC Htlrdv,rare

other Tang, PWPSlly· PC Softwam
other laT'..g, Pwperty - Mainframe SNV

othl;l'f Ti3n,g, P'OPB~~j - ApplII;:OIt!QrJ Software
AR 15 genefal plant amm1izatfon

Lan<J 8. land R;ghts
SirUdUl€S Frame
IVr ConQi~onlng Equipment
!mproveme-nt tD le-ased Pre:mises

'Office Furnilu/€: & EqUipment
Tr<lp,~port<l~onEql.lipm!;l1t
,S!Cl~ EquJpmelit
Tools, Shop & Gmaga Equipment
'~(;,werOperated Equ~pmer1t

Onmrnunlcation EqUipment
M1'S,I;:E>II<lneous Eqtllp-rnent

6ther-rangibte Property
Ot!1el Tanglb1e Prc~rt)' - Serv",ts - WW
Other Tanglb(.B Property ~ Servers - SM'
Otll€l Tangible Property - Netvl'Clrk - Hf\'V
oth~rTimg, Property - PC Harcr~'~re 
Otl'lerTang, Property - PC Som;ar-e
OUlel Tang Property - Ma~l1frame SAN

F1.1rrti t.ur,; I<. Equipment.
Remittance Pr(lC'e-~lJing Equip
Off.i.L!E! l,lachine,;

-G=-ott1c-e Fum-i.ture I< B~1l;ip.

"ll:.-ansportati{)TI Egui~,tnt

'St.orl!s E'C,juipme.nt

shcp .. Gtl r;a~e .E"quipment
Equipmeflt

'Ca,~;ic"ti,m Equipmeilt
l'l.i.s~~11anIl0U~ Equip"lml't

Other: ?rIJpel"ty
o\:m::,l.' Properq' - -Servers - E/11

o!:.hel'C ,Tangible r=perty - S,,-r-,re):;s - S/1'1
Other Tcmgible. i'1;Qpe1."ty - Np.tl'i'Qrk - H/t1
Othel.' 'fang _ Propel."ty - CEU

m:..ll~l.' TangiblCl: P.l::Ope.rty • ~w ~ Hard,rare

'l"mg. PJ;"0P£!rty - I?C l1rl"nh,',H;-e
Tang _ Property - Fe SoEtware
'Lang • .l'ropel:ty - j·Lailurom", S/~r

TilUg. h"operty - l1pplication Sottwar
'rang, .l"ropert'i' - GeneI:"al St.artup COE

G~nNal

TOT~AL DIRECT DEPRECIATION EXPI;:Nst:':

General:

Tota] G€neral P~ant

Kel1ttJck'/ MJd-Sla!lJs General Office:

Inttlngllcie plant

Total General Plant

3970.1

39705
391l0Cl

3990Cl

3SHlQ2

3:'lOCJ
3~tHl4

J.'3{)09

391CO
39203

39200

39201

39000
39\lCl5
39009 '
39100
39102
39103
39104
39200
39300
39400 '
39500
39700
39BOO
38900
39g01
39902
39903
39904
39905
39<.;100
:39907
3990B
39909
:39924

37400
3$001
;,gOO4
3.9009
3$100
39200 ,
39300
39400
3!J600

39700
39800
39900
39901
30002
39903
~39966

39907
39900 ,

AlLOCAT10N OF DEPRECIATiON E,XPENSE
50s
510
511
512
513
514
5:5
516
517
518
5-;9

520
521
522
523 39400
524 3%0::)

525
520
527 ]9700
528 39701

529
530
531
532
533
53~

535
536
5:;'7 J~S"O.'i

536
539
540 3990<1
541
542
54'
5<14
5<15
546
547
5<18
549
550
551
552 3inOO Ol:g!i.ni2.ation
55"3 3u;)GO F~nchh;e,;" COf1.Eent",
554 303DCl I~isc Intangible Plant
555
555
557
55.
559
550
561
-562
553
55.
""5
566
567
563
569
570
571
572
573
574
675
576
577
578,
579
560
581
562
583
564
565
586
561
588
589
500
591- -59·2
593
594
S95
595
597
598
5'99
600
601
602
603
604
605,
60S
SOl
608
eng
6"10
611

1,3137
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'1-A1mo:<;- f:ne,gy Corpor,,~¢n, Keflt(Jd~'f!Mig_SrnresDlvision
Kl;,ntucky Jurisdiction Case _No. 2.01.3-{)0148
Forecas!ed Test Period: Twelve Month:<;- Ended November ::<0, 2014

Exhibit IPHR-2i
Page 64 {If 75

ALLOCA1l0N OF DEPRECIATION EXPENSE
613
514 SharEld Servrcp.s Cuslorner Support
615
615 Gtlner.al:
617
615 38900 ,land 6_6 P, S, T & D Plant - CommmlIty 0
619 38:910 Cl(V-Land.& bmd Rights 6,6 P, $, T &DPlomt-Commcdity 0
620 30000 Structures ~< Improvement. 6.6 P, S, T & D Plant - Commodity 321 101 50 166
621 39009 ImprOV~r1Ient to 1!;1~e-d Premises 56 P, S, T & D P~an.t· Cornmoplty 134 42 21
622 39010 Cl<.V~mcttJres & Improvements 6,6 P. $, T& D p~,l.t'lt-_Cornmodity 35 11 5
623 39100 Omce Furniture & Eq,Jjpment 6,5 p. S. T & D P[ant - Commorlity 34 11 5
624 39700 CornmunlCHUoll EqtJ1 pm!;lpt 66 p. S, T & D P[ant· CommDdity 84 26 13
625 39710 C!<V-Communi_c<lTI{ln Equipment 6,6 P. S. T .& D P~,mt - Commodity 2 0 0
626 39800 M'scellane-Qus EqtlJpment 55 P, S. T & 0 Plant - Commodity 1 0 0
627 399DO Other "tangible Property 6,6 P, S. T & 0 PI ant ~ Commodity 0
628 39901 other Tangible Pruperty - &!rve,s - H!W 5_5- P, S, T.& D Plant-Commodity 365 114 57 5
629 39902 other Tai1gi~eProperty. SE'lrvms - SfW 6,6 P. s. T &. D Plant - CommtJdily 173 54· 27 3
630 38903 Other :angrble Pwperty - Np.i\'I'ork -_Hi\V 6,6 p. S, T & 0 PI,snt - Commodity 120 '5 19 2
631 39906 Other Tang_ Property - PC Har&l20re 6.5, P, S, T.& D Plant-Commudil;y 78 2, 12 1
632 39907 othe-r Ttlng_ Property. PC Softmlt' 65 p. s. T & DPI.ant - Commodity 24 8 , 0
5" 38908 O1herT<lrfS' ProlX'rty- Mainfr.olme SIW 6.6 p. S. T & D PI.anl- Commodity 4,669 1,.<j63 727 70
534 3991.0 CKV-other Tangible Property 6.6: P, s. 1.& D Pl:anl~ COl"GmQdity 2 1 0 0
635 3991.6 I CKV·Qth Tang Pro;:rPC Hardware 5" p. S, T & D Planl- Cummoclity 1 0 0
636 39917 cKV-Oth lang Prop-PC Seftware 6,6, P, S, T & D Planl- Commodil:>j O' 0 0
637 $9924 OU1~r T<lng_ Pr0~rty - Gtmefal St<'lrtup CO"~js 6_6 po. S, T & D Planl- Commodi~
638
539
640 TclalGMe,,,JPlant 6,044 1,,"3 941 91
841
542 tOTAL DEPRECIAlloN EXPENSE· CQMMO~lT'C_ _1.9~6_4} }J,1?,?__ __ _____"L5'-~BlI___ - ____ 1_,~;~1__



8o:h1tit (PHR-2}
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IAtlrtOS Ellergy Gor/Xlratiol1 !<.entucky;r.Jlld-Slales DlI/ISWn-- --- ---- ------

IKe,t,,", Jcu,d",tiooC." NQ 201300148
FOle<:astec::l Test Perio&' Twewe Monlh:; £:.ndEld November 3D, 2014

ALLOCATlON OF DEPRECIAT!ON EXPENSE
I
I Tatal D.eprteclClncl'l EYp.eflo;6
I

I

:Lin~ J',~cl:., Al!m::alioo AJ:ocaHon Tolar Commercl31& F~rm IrJcIT'Jptibl!:'&
, ,roo No. Factor B<lsis Comp?hY Re~ideIl~a~ Pu~ic AuthQrity jnduslriaJ TransportatiDn

643 Intangible Plant
1)44
645 3.0200 Organization

640 F=lldli,;:,:,,; '" C()IlE:etlt~

647 J.liBf.' Iut'lll,gi.ble 1'1i'lnt
848
e49 Tmallntanglble Plant

650
651 Production Plant
652 0
653 3252Q Proou<cing Uo<lsehQlfuJ 51 22 10 j

854 32~.. {l Rl9~lt~ of WarE 1,699 Tn 327 29

i
655 3310{l p,---oduc.ti-oI'l {;laS Welh" EquipmEnt 0
$56 33201 F'i":lcl Lin~", 0
657 ::n:.!02 Tritfutar.J Li1:::~~ 0
658 3J':DO Flc.ld !-lC.1S, <!< Reg, St:.. . F.1I'-lip 3,001 1,2B4 577 52
$59 336DI) Ftn-ifi~i'tt~r~n f.qJl~pmp.ut 996 42£ 191 17
680
681 To1.:31 PlCductlon Pial'll 5,747 2,45$ 1,105 100 2,'Cnl3
fJJ2
663 SIClra~ Plaf1!

664
685 1')010 L.'lPoc. 0
666 35020 R.!.g'hl:~ DE I'/<li' 0
667 3'>1{)0 Struct\t:::-~B arl'Cl IfIlPL-<:,v,"merlt~ 2!l3 10B 51 5 129
508 35:C2 Cumpr~5s1~<'l gttl~l<)t'l E"qLLitJrnlOnt 1,704 632 2>7 28 749
669 3:'103 J.l~'H·, l< neg. Sto:l, .st;n\Ctu",~ 0
670 3Sl()4 Other StructU1:<'5 0
671 3S200 il'-"US \ Rightfl -of lIay 82,144 30,440 14,29'7 1,328 3$,060
1)72 3:'2,)1 I-I'p.Il COn'ltnlctiQn 19,039 7,055 3,3-;4 308 8,362
673 35.~O:;O lIell E:quij:'mdlt 0
674 3520] D1~hilJI'l Cl!l/5 29,356 to,il78 5,1.(}9 474 12,894

"'5 J521.0 r..eilE'ehQlcte 0
876 35211 Storage Rights 382 141 65 108
fiT! 35301 Field LinlO3 0
678 j5~C2 Tributary w_nes 0
679 ~:;4(]O Compres.Eor StathJfl l'.:qui_pment 15,086 5,590 2,625 2014 6,626
680 35S00 ~Seaa f, Reg, Equipment 1,742 646 303 :::8 ' 765
581 35600 purificat ion Eq"Jipr'I':;.m: 110 41 1. 48
582
683 T(ltal Storagl! Pl<lnt 149,856 55,531 26,082 2,422 (j5,821
684
685 Trnnsmi~ior"

685
687 35510 Land & Land Rights 0
6Se 16520 Rights _'Of W<l'j 13,OM 5,591 2,513 226
689 3.6[;02 StH..lcl:.ures &0 _Impf.'O'!Cl=nl:s 887 380 171 15, 322
690 35503 rn:.h~r Bt.rtlcl:.ueEl 734 314 141 13 266
5;1 36700 j,lain'3 Ca.thodic Prot-oGtion 19,980 8,549 3,843 346 7,242
692 3670l l'lains - 8teeol 578,413 247.495 ' 111,240 10,014 :;:'09,664

&>3 36900 :f.]eaB, & Reg. Equip.'T.ent 12,003 5,136- voe 208 4,351
694 36$lOl' 1,leag, '" ,R.<;g. tiquip!t,;'lnt 45,879 19,631 8,823 794 ' 16,630
695
696 To-hoI T!:aflsmiss~{In Plant 670,953 287.0:96 129,040 11,616 243,211
697
698 DlstrJbu!Jon:

699
700 314.0(J La.nd 1<: LllJd Rights a
701 ]7401 Len" 0
7r:2 37402 I.TI1d Right.'! 4,289 3,526 519 15 229
703 TI-103 ~d C't-hoE!' 0
704 37Sr:l\) St1.-\lO;;:t1lJ;flFl i. IJllprQ'ip.f:leflt:< 7,321 6,018 .8. 26 391
705 37StH Strllct,.re~ t. Improvements T.Il, 2,168 1.782 2B2 • 116
7,", umd HI.9'lltg 0
707 315QJ i ImpI"QvP'm<;'nt~ 86 70 10 a 5

7"" ~:aifl..':t Cathodic !'rot~cLl<J~l 55B,692 457,615 67,'03 1,941 29-,7:'3
709 ~~ln,; .'Jt,:,[>l 2,345,591 1,828,137 283,9:i7 ~177 125.2BO
710 376Q:l· ~hin" - l'l,,"ti<; 1,564,702 1.28V.225 189,449 5,<155 83,572
711 371'3(10 ~lC''''G I.. HC'J. ~qtllp - ~"':l~l«l 161,845 133,041 19,596 564 ' 8,644
712 He'ls &. ""g. R'Illip - City__Ga\:.e 5B,890 48,409 7,130 205 3,145
713 ~lea3 /; Reg. :ita, cquipmt'lll: T ,b, 36,252 29,800 4,38g 126 ' - -1,936
71 4 3 I!<) [)O 4,~73,91a 3,975,28."3 467,8-94 5,157 5,584
7~5 3EIlao 1,773,300 1,065,372 595,4BB 55,317 5$,123
7~6 3fl2ClO ~j~te::- In.'ltallaitl)n~ 2,132,918 1,231,425 717,454 £6.535 67,504
7H 3E:)/l(]' !-':<Ju.,e P:<'g"'.J.l!ll:.un; 235,602 141.546 79,2-50 7,349 7,45{j
7~a 3tl~ll(] H~!1S~ Roeg, Inst.allati.;:r:'l 3,f.41 2,:KJR 'l,2a2 120 122
719 :HI5011 lnd. 1,I':-B3. fL Reo], S::a. '-'CIUiPll",.. t 157,854 157,854
720 3El60(] Oth.L!I' PnJp, On Cusl:.. Pl;"P.m 0
721
1'22 Tol<li Di~tribl1tion Pi~nt 13,515,271 10,3~,_~~__ 2,4:56,021 150,906 ~~69!!



E.;:11i~t (pHR·2)
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2014

723
724 Gene:a.!'
725
726 3B.900 Larld & Land Rights 0
727 39t::(1(J Slruclmes Fra,'lle 131,359 97.505 21,G9:5 1,267 10,891
728 39002 ImpfOV&D1l'!T1~ 0
729 3%0.l Air COr,ditiOniflQ EqtJlpment 26,900 19.857 4,443 259 2,230
730 J"~()1 ImprDvlJment 10 l.eased Premises 0
731 3"lGC'l 0ffic€ rurn~"'lre is: tQ'Jipmwt 3O,23g Z2.t1t\'6 4)]94 292
732 Remlt!clt1ce Prcc,"~l~g Equip 00,791 71,846 15,987 933
733 Tfanspvrtation Equlpm-Bn! 0

73' 39:l0(l Trucks 0
7>5 397,01 naJl~rs a
73B 39202 Stores Equipmellt 0
737 3~'lDO Power operater::l Equipmer.( 135,043 100,240 ::'2,304 1,302 11,196
7:6 396')3 ~:;;~hces 8,234 6,112 1,3130 7. 683
739 39G04 Weh::leJs 9,G21 7,i~1 1,5!)~ 93 798
740 3",60':; Communicatioo Equi,-'fIlent 5,OgS 3,783 "'2 49 423
741 J~700 CommunicatJon Eqtll~e::t Mobile R<ldio~ 24,702 18,336 11,080 230 2,048
"2 39'/01 C(,mmu nication EQ!j;,p1T1-"nt - H<e-d Radios 0
743 39702 Commurlication Equip.• Telemetellng 0
7.:l4 3~70.'> MI"I;~r3Ileom Equlrm~nt 8,360 6,200 1,381 81 £93
745 39'-100 Other T<:!n~ib!o Property 125,081 902,B46 20,659 1,206 10,371
746 3-9900 Other Tengitle Property. SeNers· HJW 0
747 399D1 ethel Ti"ln91~e Property - SeIVer5 - ~ffl 0
7'8 Other Tan~ib!e Property - Nl-t\'l'Dfk· HNJ °749 3-9903 Other Teng. Properly - CPU 0
75O 399DoI Other ri>nglble Property - MF - Hard;</ilfe 0
751 :H9ClS other Tang. Property - PC Hard;yare °752 3990t> Other Tang. Prop€rty - PC Soflware 111,4S0 30,768 6,845 400 3,437
75) 399D7 Other Tang, Property ~ M<linfri'me slW 0
754 3515Hlll Other Tang, Properly - Applrta~Q(l Softw~re °755 AR 15 gerleJ<l~ plant amortization 255,335 189,531 . 42,173 2,462 21,170
75.
757
750 Total General Plan! 898,212 666,726 14B,354 0,661 74,471
759
760 TOTAL DIRECT DEPREC'ATION EXPENSE 15,240,046 11,372,37"1 2,760,602 173.795 933,281
761
762 Kentucky MLd-States Gi'meral Offiw:
763
764 Iflt<lngj~e Plant
765
765 J0100 Or:g-o:niz<'ttion
767 3G200 F!.'illlcl.iseE; « COllEetlt"

768 30300 MiEc Tnt'h.gibh~ Plar:t
759
770 Tct<ll Int:angib[e Pla"t
771
772 General:
7i3
774 37400 Land & L<md Righ~ 0
775 39001 Structures Frame 2,696 2,001 445 26 224
7i6 39004 Nt C{lrtditlcnll'lg Equlpmenl "777 30009 ImprovomenttoleaseO Premises "778 39:00 , Office l=fImlture /::; Equipment 2,095 1,555- 3,16 2" 174
779 39200 Trane;portaficn EquIpment "750 39300 Stores Equipnlenl 162 120 27 2 13
781 39400 Tools, Shop & Gar~ge Equipmetlt 4,710 3,400 778 45 391

762 3%00 Power QiXlf<lle,j E\\u~pmep.t 605 4~9 100 6 50
783 39700 Cornmunicao'Ofl Equir,mer,t 1,370 1,017 226 13 114
784 39BO'(J Misc~laneous Equ~pmeilt 20,721 15,381 3,422 200 1,718
76, 39900 Otl1~ T.arlgl bI~ Prop""rty 0
785 391]01 other Tangible ?f<Jperty . Se.rvels· 'r--JJLN 16,430 12,195 2,714 158 1,m
707 39902 O1her T"lnglble Pmperty • Ser't'ms • SNJ 0

7"" 391]03 othN "f<ln~:ible?rQperty • N~w..'Ork - H1W 0
7B9 3WOS Other T2[19. Property· PC H<iro.r~<Jre $5,546 48,6'54 10,826 632 5,434
790 39907 other T3[1g. Property· PC Software a
79' 39908 Oth~r T~ng_ Pr~perty - Malnfrarne SMJ 0
792
793
794 ToI<ll Ge!1eral Plant 114,335 B4,e69 18,8B4 1,102 9,480
795
796 Shared Services Ger.er<l! Offic-e'
797
798 ,Genera~'

799
800 :l9000 S~.t.llctu.r~s I< I~,!H'(jv~",ent6 225 167 37 2 19
801 3g005 G-,'St nlct ...::-e" ;, rr.1p,["Q"J(;~nt.'" 4,283 3,179 707 41 355
802 3900[) - .lmp.l.u~'eme[]t to leased l'remiEeE 20,929 15,5"35 3,457 202 1,735
803 39100 OHice_ runti t.un~ Ii Equi~<:1rmt 21,3-61 15,85B 3,52B 206 1,n1
004 39102 Remittal'.c,," Praces1:ll.r1g Eq>.1ip 0
805 :;9103 of£i 'CE Hacl::Jir.e3 0
806 39104 a·ofEli:'t! FUt'l"..iture & Eqt:ip. :-6 27 6 0 3
01)7 39200 :T1:.;J,n.EJpotta.tiQn P.[I"li1J~p.l1t 1,594 1,153 = 15 132
808 39300 Stores Equipment 0
809 39400 "Lual.'! r Snop !< Garatw E"quip~el1t 1,2';6 925 206 12, 103
010 39500 Labarato~1 'Eq'-1~Pf'l-E'nt; 230 171 38 2 19
811 39700 Co=unicatiol1 Equipment 8,744 6,490 ' 1,444 84 725
812 39000 !,li::lcellaneou3 1':quip~letlt. 371 275 61 4 31
013 39g00 DellEr TLL'rgi.bl", Olrop",rt)' 1.246 925 2\l6 12 103
811 39001 'Other Ta.n.gible Property Ser'.reni - EjW 14~,944 106,1GS 23,610 1,378 11,852
815 39002. ..::anglblc. <'l'U!Xlrt.y - S"'Z;oJer~ - S/.-j 75,232 55,843 12,426 725 6,237
016 39003 Tan'91b1", f"Of'P;=1:ty - 1'1lOtwQrk - H/~1 17,633 13,009 2,912 170 1,4u.:
817 39904 Other Tang _ Property - CPU 0
818 39905 Other 1'anglble 1"HJperty • I-IF - Hard',rarE 0
019 39006 Dl:.b.f,r Tan'S!_ Prop",rl:y - PC Ha.,q."""1:"~ 12,779 9,486, 2,111 123 1,000
820 399'07 Oth~r Tart;;). Pl:oper:t.y - PC So;ftWCIre 3.650 2,710 603 35 303
821 39908 Othet; _Tang_. Proper:ty - 1-IaiD.frB~le S/~r 376,1)::::5 279,613 '62,217 3,632 31,232
822 39909 Ol::h",r Tang. Prop",rl:y ~ /lppLiCOItiQfl Software 0
823 399211 Other Tang. Proper-ty - General Startup CaEt" 0
824
025

__il~?_,_ Total General P~ant 689,mQ _ _~1_1,5.79 _ _1_1~.83?



Almas Energy Carpor.alion, Kentucft.yfMid-Stales [Iwlsh:.m
;f<~ ntlJcky Jun:s.dictiQn C<;lo;e No, 2013-00148
'Fore:casled T~l Pel[\ld: Twelve Months EI'1dt!d Nevem'>er 30, 2014

fxhJbit (PHR-2)
P;;geB7 l::lf75

827
B2B
629
830
631
832.'
633
834
635
63FJ
837
838
839
840
841
842
843
844
845
8~6

647
848
649
85D
851
852
853
854
855
856

Shared Service:;; ClJSlomor Support

38900 L:md
3891 0 Cf<V-L~md &. L~rld R;gh!s
39000 Strudures & ImproIJemer'lls
39009 Impravem€nl to [ease9 Premise:;;
30010 Cf<)l-$trucluwo. ~ ImpcclVemenls
39100 Office Furn;ture & EqUtpmeflt
39700 Comml.lrdcatJon Equipmenl
39710 Cf<V-CQmmUllkOition Ei;j\JEpmeflt
39BOO "~sce-llan~u5 Equipment
39900 Other Tal1gl ble PlO.perty
39S01 Other I anQi t~e PlOperty ~ Servers· l-llW
39002 O!her T ~r,gi~e P_r~periy - S"'rYer-s_- SfW,
39003 D!:her Tangi b1l:t Property ~ Netwmk - HIW
39900 other !<lng, Property - Pc Hardware
39907 O!i~erT,<mg. PICpert)' - PC_&lfb,Ita.I~

398D8 Olher T an9. Property. Mainframe 8M!
39'910 Ci<V-Cther Tangible Property
3991B' CKV-Olh TaflQ PrDp-PC Ha!dw'are,
391117, CKV-Oth T::lllg Pr<Jp---PC SDftware
39924 other Tang, Property - General St<:lItlW Costs

-Total General P!ant

0
0

25,234 18,731 4,168 143 2,092
10,518 ~,807 1,737 101 872

2,760 ::,049 456 27 229
2,B34 1,955 435 25 218
6,558 4,868 1,083 63 544

120 OS 20 1 10
91 68 15 1 B

0
28,63-5 21,255 4,729 276 2,374
13,570 10,073 2,241 131 1,125

9,438 7,005 1,559 91 7"2
6,134 4,553 1,013 59 509
t922 1,427 317 19 159

36€,672 272,174 60,562 3,53£ 30,-401
130 96 21 1 11
135 100 22 1 11
48 35 " 0 4

0

474,598 352,285 78,387 4,576 39,349

16,518,181 12,321,1G5 2,971,705 186,120_._ 1,039,251



Exhibit (PHR-Z)
Page 68 rA 75

72,10723,601479,263

4,889,221

3,044,886

rot~1 Cornrnp..cial & Ftrrn Interruptible 8.
Comp<lny Re$ld$nUat Public Atothorily Induslrial TranspOl'1<lticn

76,211 65,916 9,585 259 2,471,
2,822,824 2.2$2,809 452,1.'155 22,B67 55,094

11,:304 9,525 1,38'5 37 357
132,:;;27 111.66:;; 16,238 43. 4,185

3,044,B85 2,469,91:;; 470,263 2:3,601 7'2,107

Allor-allon
l3a~is

7,2 AI!QcalO'do'-':'M 8<pp.llses -Cust
6,2, P, S, r to tJ PJant-ClJstomer
7.2 Ailocat~d O~M !:£xpf.':l5e~ - C\.r~t

7,2, Allor;<lt~d O&M !::il.Ff.'J15er. - CU5t

99,0 
99,0 
99,0 -

Allc~ation

Fador

N{m Revenue Related
Payro[1 R~!ated

Property Relaled
DOT tr<lllSm[s,sion 1I se r Tax

DIller
Tolal Non Revenue Related:

~
tm-osE~erg};cmpo-rdjjc~,-KentuckyIMid~St-.3lesDiVisk;r1-- ----- ---- - -

Kentllcky JL:fisdiciion Crise ~Jo_ 2013-00148
Forecast~d Test PerJod: TWtll'le MDnths E~dl":d NDwmber 30, 2014

A'l~CATION DF TAXES. OTHER TKAN INCOME & NET DEDUCTIONS FOR INCOME TAX

I ;: ClJ~lomer

I 4
I 5
I 6
~ 7 Taxes Other Thal'l Income
, 8

9
10
11
12
13
14
15
16 Revenue Rel<lled:
17 stat!] Gross Recelp\s - Tax
18 Locaf Grass Receipts - T'lx
19 Public Servlcti' Commi:>:>ion A~ses~m~flt

r;~ Tolal Revenue Related

1

22 TatalT~xfis O!herThan income
23
24

~5 IFltmestEl\pGtls,e _



E:xhibit {PHR-2)
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189,61.49,531105,946230,715550,882

Tot~[ Commercfal& Firm lrlterruplib~e &

COmp::lfly ResiJjelltial P;Jbl~c AUlhorJty Inc'Jslrl:3i1 Transportalion

4,830 2,067 929 "' 1,751
537,172 22Sl.849 103.309 9,300 194,715

698 299 13. 12 253
8,1B2 3,501 1,514 142 2,9G6

550,SB2 2;"5,715 10-5,946 9,537 199,684

7.4 AJlacaten O&M ExpttnsGs· Oemand
6,4 P, S, T & 0 Plant· Demand
7.4 Allaca:ed O&M ExpfrnsGs, Demand
7.4 Allaca!ed O&M EXpehSGs, Demand

99:0 •

99:0 
99J) -

Non Revenue R'elaled:

Pafroll Rp.!ale-d
Property Relalp.d
DOltransmiss~onUserlOlx
Other

lotal Non Rev-:nue t1etated'

Revenue Rel:ated'
St"h, Cross RoclJlpts - Ta>;
Local Gro'Sos R!;I"colpls - Tax
PIJbllt;: Service CQmmlsslon Assl,fssmf;mt

Total Rl;lV!;lllU(l Rell'lted'

37
38
39
40
41
42
43
44
45
4B
47
48
49 To!al TaXes. Oth~rTh;'l(llhCQmEj.

50
51

_52' Inle(f.l~1iE~~~ _

'Al~os Erl!;l::::lY C¢rpo(atJ~~. KenrJl;k~·IMId~!~\-;s-Di".isiofl
IKenll.l~l<.-y JlJri~dldloh Case No, 2013--00148
ifC"ofSC<lsled T~:sl Period: Tw~h'fJ MQn!h~ End"d N(}v~mber30, 2Dl<1

:ALLOCATION OF TAXES, OTHER iHAN INCOME & NET DEDUCTIONS FOR rNCOME TAX
! 26

21 DemOlnd
2ij

29
30
<l1 AIIocalJan Alro~atJon

32 Factor Basis
03
~4 TaxesOlherThan Incorr:e

I 35
35



E:w:l1iblt (PHR<~l
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Almos Enr:f9Y CQrporation, K!;II1lwckyfMid-Sl<lies Divisi\ln
Kentuct.,J' Jmisdldlon C<lS!;l" No, 2013-(l01~8

iForecasted le:;;l P.,.riod: Tw.,,:v~ Mon~h., Ended November 30,2014

TOlal Cemm~rcrtll ~ Firm lnlerru rtible 8.
CompaflY Residential Pur,uc Aulne:trfly IndlJ~trial TrOl.m.,pmtaliml ;

283,378 174,097 97,397 6,524 3,359 :
113,3"1 13,576 6,751 651 22,363 :
40,9.18 25,157 14,D74 1,2::>2 485 '

<180;055 294,928 1B4,995 14,441 5,691"
8117,721 507,758 283,218 24,M7 31,899

0
0

13B,~51 i219,194 49,g24 27,BS9 2,44u
219,194 49,924 27,BS9 2,44D 13'.),961

1.066,9~ 5 557,681 311,OB7 27,287 170,859

Allocal!af!
Basis

7.6 Alloc2ted O&M E><penses ~ Comm
6.6 P, S, T ~. 0 Plant ~ Commodity
7.6 Aj!ccated O&M E:<penses ~ C{lm,n
7.6 AI~ccated O&M E:.:pensl2's ~ Comm

gG.O ~

99.0 w

1.0, Mer

AI~oC<ltion

Factor

Commodity

Non Revenuo Rela!eiJ
P~yro~1 RlJfated
Property RC!'lt.ed
DOT hll~smisslon User la>t
Other

loh31 No~ Rel,llJnue R'JI~tod:

Revenwe Related:
Sklte GFVSS Re~eipts - TilX'
loC<j~ Gro$$ Re\=e[pls ~ TaX
PublicS!;Il"'I'ke CQmm~SSron AsslJ%men!

Tol<11 RElV(lnl.le Rl'll<l\ad:

fALLOcArrON OF TA'<ES, OTHER THAN INCCME $. N8 DEDUCTiONS FOR INCOME TAX
i 53
I 54

55
56
57
58
59
50
61 Taxes Other Than IncQme
52
53
54
55
5fj

51
58
69
10
71
72
73
74
75.
76 Tol'l~ T OlXeS, Qjh~( Thi:\n Income
n

, 78
L}9 IlllerQs! EXEP''""">'''o'---__



Exhibit (PHR-2)
P:age 71 0115

Total COJilme-rci~1& Firm Ir)ter(upj!b~e &

Company Residential Public; AuthNlty Indus~lal Tri'!!'lSport:lljon

366,438 24'2,080 107,911 8,867 7,581
3,403,337 2,526,234 562.115 32.817 :"82,171

62,D50 34,980 15.593 1,281 1,095
620,754 410,O~4 182.807 15,020 ~2,842

4,443,489 3,213,388 B68.426 57.985 303,GS9

0
0

219,19~ 49,:324 27,flfm 2,440' 138,961
219,194 49,92<1 27,860 ::1,1140 138,961

4.662,£83 3,263,3~1 896,296 60,-125 4<12,650

7,§3.6,B4£ __ 2,~£3,~7-.:i__ _---..11~_4,202' __ __ l~L~~~_ ____~Dl'_'@!J

Alrocation
Bas!s

A!loeation
F<lctor

Talal TClX/J$ Other

Non Rev.enue Related:
payroll Relaled
Prnp.erty Rer'ilt~o;l

DOT lr<Jl1smissbn User lax
othp.r

Tatal Non Revo<;![1<le Related:

Revenue Rel~ted;

state Gross. Rec..,[p!:;; - I,u;
Local Gro'&5 Rece~pl5 - Yax
Public Se,-.,.Ice Commis5ion Assessment

lot'll Re-venue Rela!ed

IAlma:> Energy Cl]r~Qrah<;ln, K,,<,nlu~kJ'IMjd-SI<lte:;;Divi:.ion
:Kl'nlucky Jur[sdktk'f1 C<l~o;l NQ, 2013-00148
ilForecaSled Test P'<lrrod: TW/Jrvo MQnlh~ En\led November 30, 2014

;A;"'LOCATlQN Qf" TAXES, OTHER THAN INCOMf;: & NET DEDUCTIONS FOR INCOME TAX
80.,
82
83
84

8'
i B6

87
88 Taxes Olhr:f ih.lfl In~omp.

89
gO
g,
g,
93
g,'
g,
96
97
g.
99

1co
101
102
103

'0'
105



-- -- ------

~AtH10S E.nergy Corpor<:lj~Orl. K~nj!JckJljM~d-St<lte:; bi~skm
!Kenrucj.,)1 Jl.lrhsdldlQn COllie No. 2013-00148
!Forecalited T!O",st Pedod: Twelve Months f::nded November 30, 2014

I
ALLOCATION OF REVENU~$

1

Telal Revenues

E"Xhlbit (PHR·2)

Page 7'2of75

11 '
12
13
14
15
16
17 ,

l'
l'
20
21
22
23
24
25
2B

i 27

Rate- SchE-dule Rever:ue

Base Reverlues
Base Revenue increase
Rider GCR
Rider FF and Rider Tax

IQlal Rate Schedule Revenue

other Reve nlle:

Forfeired Discoll nts
Misc. Servke Revenues
Re".enU~FrQm Tr~nspo:1ntion of Gas of OUlers
NiB

TOTAL REVENUE

A!~oc-<ltion AJ!ot-i'ltion Talal C1'lm~lcJal &. Firm Irl(emwlible &.
Factor Basis Company Res!denllal Publ1c Aulh6rily Incu$tTl<:ll Trarlsj:lortation

Input 83,205,353 36,974,250 13,782,948 524,930 11.923,225
rnput 0
Inpul 90,267,316 55,514,753 31,060,52.7 2,718,229 973,$07
Input 0

153,472,669 92,489,G03 44,843,475 3,243,15::- 12.8~7.032

18.2 Ba~e RevenlJi:s 1,125.126 658,7$8 245,570 9,353 212,435
18.2 Eas~ Revenui:S 77B.251 455,266 169.710 6,463 140,&11
18.2 Ease Revenues 0

18.2 Ease Re,venues (2, 078 1 (1,2151 (-153) (17)

1,902,3QO 1,112,819 414,827 15,199 358,.%5

---------~!-~~~~-___:!§j~§§-'~_O~_ ;3,258,B58 13,255,887



Exhibit (PHR-2)
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Atmos Energy Corporation, Kentucky/Mid-States Division j

Kentucky Jurisdiction Case No. 2013-00148 1-----
----

Forecasted Test Period: Twelve Months Ej1de-dNovember 30,2014
, I

CLASSIFICATION FACTORS
j I

~.. ~~======
""--~~.

- .-

Total, Company Customer Demand Commodity_..... -
~~----

_._- ~

ine.e:l Values 1 1 0 a
1,0 Customer % 100.0000% 100,0000% 0.0000%' 00000%

I

Input
.~.. Values 1 0 1 : 0

2.0 Demand % 100.0000% 0.0000% 100.0000%: 0.0000%,
f----------"' --

Input Values 1 a 01 1

~ Commodity - % 100.0000% 00000%, 0.0000%: 1000000%
--- f..-----------------.

---f---.. ..--..----.
,

Input Values 100 01 50 50
3.5 Storage (SO/50)

--_._."-~%~---

100.0000% OOOOO%i 50.0000% 50.0000%
--~.-~~

.- -- - i
Input

- e--Values -- 87,962,005 75,260.100 I 12,701,905
-- - -- ---

a
4.0 Mains % 100.0000%~55598%, 14.4402% 0.0000%

~O,191,5711Internally Generated Values 166,866,780 16,675:209 a
4.1 Mains & Services ! % 100.0000o/~ 90.0069% 9.9931% 0.0000%

--",
I

i Interi1.Ojlly Generated ~ Values 411,478,740 341,292,072 64,946,568 5,240,101
5.4 P, S, T&._[) Plant __.. % 100.0000%, 82.9428% 15.7837% 1.2735%

,---,,-,..--- ,

Internally Generated Values 287,487,464 i 245,150,037 38,805,782 3,531,645
5.7 Net Plant % 100.0000%! 85.2733% 13.4983% 1.2285%

I

Internally Generated Values 1.16,962,934 24,970,472 1,541,583 __~"~50,879
9.1 Allocated O&M Expenses % 100.0000% 21.3490% 1.3180% 77.3329%.. - "-~. 'Jm_,_.

Internally Generated
.

Values 4,220,281 3,864,007 345,720
~--~

.. .. 10,554

10.0 Composite of Aeets. 871·879 & 886·893 % 100.0000% 91.5581% 8.1919% 0.25010/;

-

Internally Generated Values 122,145,709 .. 104,507,602 17,638,106 -
12.0 Composite of Acets. 374-379 % 100.0000% 85.5598% '14.4402% 0.0000%

Internally Generated Values I 252,914,292 204,262,608 32,672,290 15,979,394

13.0 Rate Base % 100.00000/; 80.7636% t2.91.83%1 6.3181%

!
Internaily Generated Values 7,999,244 7,475,070 508,4981 15,676

I 17.0 C_C>.m.Eosite of Accts. 870-902, 905-916, 924 & 928-930.1 % i 100.0000% 93.4472% 6.3568%i 0,1960%
i

f----------"'
OJValues , 0 0 0

99.01
--,

0.0000%1" % I 0.0000% 0.0000% 0.0000%



E,~lbll (PHR~2)
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------ - --------------- --------- --------- ------------- --------------- ---

Atmas En~rg.y Corporallon, Kentucky/Mid-Slates Divlsion
Kfintucky Jurisdiction Case No. 2013-00148
FOreiJasled Test Period: lwefve Months Ended November30, 2014

ALLOCATION fACTORS

Tolal Commerclnl & Finn IntelTuptib!e &
Company Residential I Pu blic Au tho rily fndu5trial Transportation

Input Value 42,314,959 9,637,652 5,380,137 471,075 26,826,095
1.0 Mer % 100.0000% 22.7760% 12.7145% 1.1133% 63.3962.%'

InpLJI Value 23;332,458 7,308,713 3,634,476 350,228 12,039,041 :
1.5 Wint~fVolumes % 100.0000% 31.3242%' 15.5769% 1.5010% 51.5978%,

,
Inpul Value 2,078,493 1,846,837 225,666 2,396 2,594 :

2.0 Cu.s!omers % 100.0000% 88..8546% 10_9053% 0.1153% 0.1248%:

Input Valu'E:! 273,558 117,052 52,611 4,736 99.160,
3.0 Peak Day % 100.0000% 42.1886% 19.2320% 1.7313% 3B.24Bt 'OJ,,!

Inptl! Value 1i,657,334 7,003,552 3,921,199 363,643 368,939
4.0 MeIer Investment % 1QOJjOOO% 60.0785% 33.6372% 3,1194% 3.-164'9%'

Input V::J!ue 1 1
42 Direct to Residential % 1OQ.OOO(}O;~ 1(JD,(J{)oQ% 0.0000"'/0- 0,0000% O.OO()O%~

Input Value 1 1
4,4 Direct to Commercial & Public Auth'Ofily % 1DO,OOOD"/" 0.0000% 100.0000% 0.0000% 0.0000%;

Input Value 1 1
4,6 Direcl to Industrial % 100.0000% 0.0000% 0.0000% 100.0GOO% 0,0000%:

Input Value 1 1:
5A], DIrect to 1& T % 100.000{)'% 0.0000% O.OOOD% 0.0000% 100.0000%

Internally Generated Value 411,478.740 305,433,023 67,962,214 3.957,732 34,115.771
6,0 P, S, T & D Plalll % 100.DOO{)% 74.2281% 16.5166(% 0.9643% 8,2910%

IntemaUy Generated Value 341,292,072 276,D01,844 54,655,444 2,764,555 7,870.119
6.2 P, S, I" & b Plant· CusLomer % 100.0000% 80,8697% 16.014,% 0,8101% 2,3060%

IntemaUy Gene rated Value 64,946.568 27,789,758 12,490,525 1,124.412 23,541,873
6.4 'P, S, I" & b Plant· Demand % 100.0000% 42.7885% 19.2320% 1.7313% 36.2481%

Internally Ge noe rated Value 5,240,IDI 1,641,421 815,246 78,656 2,703,778
6.6 P, S, T & 0 Plant· Commodity % 100,0000% 31,3242% 15,5169% 1.5010% 51,5978%

!ntema liy GB nerat-ed Value 116,962,934 77,269,043 34,444,102 2,830,124 2,419,655
7.0 Allocated O&M Expenses % 1QOJ){JOO% 66,062B% 29,4487% 2,4197%, 2,0687%

!ntema Ily Generated Value 24,970,472 21,039,755 3,059,552 82,570 788,595
7.2 AI!o caled O&M Expenses - Cust % 100,0000% 84,2585% 12.2527% Q,3307% 3.1581%

tnte rnally GBnerated Value 1,541,583 659,622 . 296,477 26,689 558,794
7.4 Allocated O&M Expenses Demand % 100.0000% 42.7B8'5% 19.2:320% 1.7313r;,~ 3B.2481%

Inte rna II)' G€l1eraled Value 90,450,879 55,569,666 31,088,073 2,720,864 1,072,276
7.6 Allocated O&M Expenses COITlm % 100.0000% 61.42.63% 34.3701% 3.0081% 1.1855%

Inpul Vaille 34,045,761 24,135,338 '9,911.423 0 0'
8.0 Customer Deposit Bala.n ces % 100.0000% 70.8888% 29.1112% 0.0000% 0.0000%

Intem.ally GerlerElled Value 237,487,464 214,852,406 48,981,637 2,923,009 20,730,412 :
9.0. AHQcate-d Nel Pianl % 100.0000% 74.7345% 17.0378% 1.0167%,,_ 7.2109%,

Intemally Generated Value 245,150,{]37 197,141,676 40,968,387 2,198,158 4,841,815 .
9.2. Allocated Noel PlanI - Cust % 100.DOOO% 80.4167% 16.7116% 0.8967%" 1.9750%;

,Inlem.ally Gener.ated Valtle 38,805,782 1B,6D4,469 7,463,128 671,840 14,066,345 t
9.4 Alloc<1ted Ne! Plant - Demand % 100.DOoo% 42.7886% 19,232Q% 1.7313%" 3.fi.2481%l

Inlernally Generaled V81ue 3,531,645 1,106,261 550,121 53,011 1,822.,252 r
9.6, Alloca ted Nel Plant - Comm % 100,0000% 31.3242% 15.5769% 1.5010% 51,5978%1

Ifllemally Generated Value 4,220,281 3,056,768 643,,18 35,209 484,985,
10.0 G{)mposlle ofAcels. 8}1-B79 & 885-893 % 100.0000% 72.4304tl/o- 15.2435% 0.8343% 11.4918%:

Inlem<llly Generated Value 3,864,007 2,906,436 575,487 29,105 352,978
1Q.2 Cn mposile of Ac(%. 871·87'9 & 8B6--893 - Cusl % 100.0000% 7S.2182~1" 14.8935% 0.7533%, 9,1350%

In!em31ly Generated Value 345,720 147,929 65,489 5,985 125,317 i
lOA Composite of Acels. 871"87'9 & eS{i·BS3· Demand % 100,0000% 42.7886"/" iB.2320~/" 1.7313% 36.2481%i

Illternally Generated Value 10,554 2,404 . 1,342 117 6,691 1
Composll.e of Acels. 871-879 &. 886,893· Comm % 1(}o.GOoa% 22.7160t/" 12.7145% 1.1133'% ./33.3962%

111!erna!ly Generated Value 166,855,780 1-40;587:242 19,585,825 461,830 6,231, 882 1

Y9J1~po~j{e ~f ~ccl~. ?I~J!._;!~ ____________ % 1DO.ooao% 84·_2?]~Y~' __ 11L37~_ 0.276-8% ____ 3.~346%:
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IA1JnoS-Energy-co'rpo"raWoi1:-K-ent-uckYIMl(j.SlaLe's"OiViSion - - - -- ---- ------ - -- - -------- -------

IKenltlcky Jurisdiction Case No. 2013-00148
jForecasted Test pen01:l: Twelve Months End~d NovembBr 30, 2014

!ALLOCATION FACTORS

Total Comme rcial & Fil'TT1 Inleml ptibte &
CDmpaflY Residential Pubrrc Authority IndusLrl81 Tra nspDrt'lliol1

1111enmlly Genemted Vafue 150,191,571 133,452,146 18,378,84" 173,135 187,442
11,2 Composite af Accts. 376 & 380 - Cust % 100.0000% 88.B546% 10.9053% 0.1153% O,124B%'

lntematly Genemted Value 16,675,209 7,135,096 3,200,976 268,696
;~~~':;;:11.4 Composite of Acels. 376 & 380 - Demand % 100.0000% 42.7886% 19.2320% 1.73-13%

i IntemaHy Generated Value 0 0 0 0 00(){)0~1! 11.6 Composite 'Of Accts. 376 & 380 - Comm % o.oQ{] 0% 0.0000% O.OOOO'OA, 0.0000%

IntemaUy Generated Value 122,145,709 1ClO,406,g37 14,789,D33 425.835 6,523,900
12,0 Composite 'Of Ace!s. 374-379 % 100.0000%. fl2.2026% 12,1077% 0.3486% 5.3411%

Internally Generaled Value 104,507,602 92,859,830 11,396,873 12D,472 130,428
12,2 CampDsile of Accts, 374-379 - Cusl % 100.0000% 88,8546% 10.9053°,"0- (].1153% O.i248%J

Internally Generaled Value 17,638,105 7,547,107 3,392,161 305,366 6,393,472!
124 Composite of Accts, 374-379 - Demand % 100,OO{){)% 42.7886% 19.2320'% 1.7313% 36.2481%'

~ntemally Ge nemted Value 0 0 0 0 0
12.6 ComposIte of Accts, 374-379 - Comm % O,DDDD% O.ODOO% 0.0000% 0.0000% 0.0000%

~nternsIly Generaled Value 56,817,747 34,135,253 19,111,894 1,772,394 1,798,206
13.0 Gompos~e of Accts. 381-383 <l/(]o 100.0000% 60.0785% 33.6372% 3,1194% 3.1649%

Inte ms II,.. Generaled Value 56,817.747 34,135,253 19,111,894 1,772,394 1,798.206
13.2 ~ornf?'Ostte of Accts. 381-383 Gust % 100.0000% 60.0785% 33.6372% 3.1194% 3.1649%

Inte rn ally G£! neraled Value 0 0 0 0 0
13.4 Composite or Accts, 381-383- Demand % 0.0000% 0.0000% 0.0000% 0,0000% O.OOOO%!

I
Inl-e m<::lIly Ge(lerOlled Value 0 0 0 ° 00000~113.6 Composile of Accts, 38i·38-3 - CDmrn % 0.0000% 0.0000% O,OOOG% 0.0000%

Inlemal~yG-eneraled Value 51,380,238 45,661,711 5,604,153 59,239 64,135
: 14,0 ACCD!lnt 38D % 1003)000% 88.8545% 10,0053% 0.1153% 0,1248%

Inlernally Generated Value 51,380,238 45,661,711 5,604,153 59,239 64,135
: 14,2 Account 380 - Gusl % 100,0000% 83.8546% 10.g053% 0.1153% 0,1248%

Internally Generated Value 0 0 0 0 0
14.4 Account 380 - Demand % {J.GOOO"'/[, 0.0000%' 0.0000% 0,0000% 00000:

1

l(1lemally Generated Value 0 0 0 0
14.6 ACCount 38{J - Comm % (J,QQOO% 0.0000% D.ODOO% D,OOOO"k O,OOOO%j

Input V~lue 218,503 0.61264 0.14803 0.03934 2t8,SOZI
16,0 GUD 9400 Allocation Fflctors % 100.0000% 0.0004'% 0.0001% 0.0000% 99.9995%'

I
Internally Generated Value 7,999,244 6,0_90,61D 1,141,439 53,800 713,3961

17.0 Composl!e of Acels. 870-g02, 905·916, 924 & 928·930.1 % 100.0000% 76.1398% 14.2693% 0.6720'% 8.9183%'
!

Illtemaliy Generated Value 7,475,070 5,869,44D 1,041,645 44,821 519,165 '
17,2 Composite of AceIs. 870-902, 905,916, 92.4 & 928·930.1· Cust % 100.001]0% 78.5202% 13.9349% 0.5990'% 6.9453%'

lntemaUy Generated Value 508,496 217,579 97,794 8,80''' tB4,321 i
17.4 Composite of Acels. 870-902, 905-916, g,24 & 928,930.1· Dem" % 100.0000% 42.7886~..y1 19,2320% 1.n13o/~ 36.2481%;

:
Internally Gener<=ted Value 15,676 3,59a 2,000 175- 9,911 i

17.6 Composlte of Acels, 870-9D2, 905-916, 924 & 928,930.1· Camr % 100.0000% 22.9D12% 12,7564% 1.118g.~/0' 62.2235%:

lntemaily Generated Value 1,494,4g0,935 961,319,271 488,286,164 44,490,351 .395,150 !

18.0 Revenues % 100.0000% 64.3242"/(]o 32.6724% 2.977D"/0' QoQ264%~

IntemaHy Generated Value 63,205,353 36,974,250 13,782,B48 524,930 11,923,225
18,2 Base Revenues % 1~0.0000% 58.4986% 21.8066% 0.8305% 18.8643%

,
,

lntema!ly Generated Vallie 90,267,316 55,514,753 31,060,527 2,718,229 973,807 I

1B.4 Gas Costs % 10a.OOOO% 61.5004%· 34.4095% 3.0113%· 1.0788%1

In!emany Generated Va:ue 252,914,292 153,331,353 43,429,599 2,670,569 23,482,772
19.0' Rale B8se % 1(lQ.OOOO% 72.4875% 17.1717%, 1.0559% 9,2849%,

Int_emafly Generated Value 204,262,608 164,067.811 34,250,608 1,847,372 4,D9<3,517
19.2 Rale Base· Gust % 10{J.QOOO% 80,3220% 16.7679% o.9044<:l/o 2.0057%'

Internally GeneraLed Value 32,672,290 1:3,980,031 ' 6,283,535 565,651 11,843,073
19.4 Rate Base- Demand % 100.0000% 427886% 19.2320% 1.7313% '36.2481%:

Internally Generate'Cl Value 15,9}9,3g4 5,283,51{] 2,895,456 257,545 7,542,882 i
19.6 Rate 88se - Comm % 100.0000% 33.0045'%, 18.1199% 1.61170/; 47 02038%;

Value D 0 0 0 o i
99,0

------------- _ 3~ _____ 0,0000";& __ D.O{)OO%' 0.0000% 0.0000% O·9_QQ~~:
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