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BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO

IN THE MATTER OF THE APPLICATION )

OF ATMOS ENERGY CORPORATION )

FOR AN ORDER APPROVING COST ) Docket No. 07A-106G
ASSIGNMENT AND ALLOCATION )

MANUAL AND FULLY DISTRIBUTED )

COST STUDY

MOTION TO AMEND VERIFIED APPLICATION, REQUEST THAT
DOCKET BE PROCESSED PURSUANT TO THE COMMISSION’S
MODIFIED PROCEDURES, AND REQUEST FOR WAIVER OF RESPONSE
TIME

Atmos Energy Corporation (“Atmos”™), by and through its attorneys, Holland
& Hart e, hereby respectfully requests an Order from the Commission: 1) granting
Atmos leave to amend its Verified Application filed in the above-captioned docket,
as discussed herein; 2) processing this now uncontested docket pursuant to the
Commission’s modified procedures; 3) vacating the existing procedural schedule
governing this matter; and 4) waiving the response time to this motion. In support

hereof, Atmos states as follows:

I. On April 2, 2007, Atmos filed an application for approval of its
proposed Cost Assignment and Allocation Manual (“CAAM") and Fully Distributed

Cost Study (“FDC Study”).

2, On April 4, 2007, the Commission issued its Notice of Application
Filed. Such Notice established, among other things, dates by which interventions
were to be filed, as well as dates by which testimony should be filed by the parties.
Except for these filing dates, the Commission’s Notice did not establish any other

procedural dates in this docket.

RV

A N T



Attachment

Decision No. R07-1105
DOCKET No. 07A-106G
Page 2 of 45

3. Subsequent to the filing of its application, Atmos held a variety of
discussions with the Commission Staff (*Staff”) and the Office of Consumer Counsel
(“OCC™) (the only two parties in this proceeding) regarding the specifics of Atmos’
CAAM and FDC Study. The purpose for such discussions was to allow for a better
understanding of Atmos” CAAM and FDC Study and fikewise allow the parties to

explore whether certain modifications to either of the documents would make sense.

4. In recognition of the parties” progress, on August 7, 2007, Atmos filed
a motion requesting that the Commission vacate the then existing procedural
schedule and, in its place, approve an alternative schedule. In its motion, Atmos also
advised the Commission that Atmos agreed to waive the statutory timne period within
which the Commission must conclude this proceeding. The Commission granted

Atmos’® motion on August 13, 2007 by Deciston No. R07-0690-1.

5. Thereafter the parties continued to hold discussions regarding possible
modifications to Atmos’ CAAM and FDC Study. Based on the progress made during
those discussions, on September 14, 2007, Atinos filed an unopposed motion for an
order modifying the procedural schedule established by Decision No. R07-0690-1, so
as to allow an additional thirty (30) days, or so, for those discussions to reach their

logical conclusion.

6. On September 21, 2007, by Decision RO7-0793-1, the Presiding

Administrative Law Judge granted Atmes’ motion.
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7. Thereafter, the parties® discussions continued to a point where Atmos
circulated specific proposed modifications to its CAAM for consideration by Staft

and the OCC.

8. In order to give Staff and the OCC adequate time to consider such
modifications, on October 15, 2007, Atmos filed an unopposed motion requesting
modification of the procedural schedule estabiished by Decision No. R0O7-0793-1.

Atmos’ motion was granted on November 5, 2007 by Decision No. R07-0926-1.

9. Atmos can now report that those discussions resulted in Atmos, Staff
and the OCC agreeing upon certain modifications to Atmos’ CAAM that was

included as Exhibit 2 to Atmos’ Verilied Application filed in this proceeding.

10.  While the Parties have agreed upon the content of Atmos’ revised
CAAM as attached to this motion, their agreement thereto is premised upon each
reserving its right to advocate a cost allocation principle or principles other than that
already in use on the Atmos system, as more particularly provided by Rule 4502 (1)
of the Commission’s Rules Regulating Gas Utilities and Pipeline Operators. By way
of example, the areas of which rights are being reserved is the allocation of the charges for
services from Atmos’ captive property insurance subsidiary, Blue Flame. Blue Flame is
billed at cost to Atmos’ Colorado rate divisions and Atmos is currently allocating these costs
af the fully distributed cost. Atmos maintains that periodic surveys are made in the
commercial marketplace by its broker to determine the cost of risk of property coverage for
Atmos and further maintains that these surveys have proven that Blue Flame provides better

coverage at a lower price than is available in the commercial marketplace. Another example
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is the allocation of corporate executive time based on timesheets rather than the three factor
allocation method. Staff and the OCC reserve the right 1o challenge these assertions in future
rale proceedings, and Atmos agrees to make information avatlable that is intended to
demonstrate the veracity of such assertions not only for Atmos as a whole, but also for
Colorado ratepayers.

11, As aresult of these agreed upon modifications, Atmos respectfully
requests leave to amend its Verified Application so as to substitute the revised Cost
Assignment and Allocation Manual attached to this motion for that originally

submitied as Exhibit 2 to Atmos” Verified Application.

12, With the agreed upon modifications to Atmos’ CAAM that are
reflected in the attachment to this motion, this proceeding is now uncontested. As a
result, Atmos respectfully requests that the Commission process Atmos’ Verified
Application according to the Commission’s modified procedures articulated in Rule
1403 of the Commission’s Rules of Practice and Procedure, and as contemplated by

C.R.S. §40-6-109(5).

13, In light of Atmos’ request that this matter be processed as an

uncontested matter under the Commission’s modified procedures, Atmos further

requests that the existing procedural schedule established by Decision No. R07-

R

0926-1 be vacated, including the requirement that Atmos file direct testimony

relative to its application on November 30, 2007.
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14. Atmos has conferred with representatives of Staff and the OCC and is

authorized to state that they support the relief requested in this motion.
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15. Because Staff and the OCC support the relief requested in this motion,

Atmos requests that the response time to this motion be waived.

16.  Atmos states that good cause has been shown for the granting of this
motion and that no prejudice or harm will result to any party or customer of Atmos,
or to any other person or entity. To the contrary, the relief requested in this motion
will result in a more efficient and cost-effective process for the development of
Atmos’ CAAM and FDC Study, which will in turn benefit the Company and its

customers,.

WHEREFORE, for the reasons set forth herein, Atmos Energy Corporation
respectfully requests an Order from the Commission: 1) granting Atmos leave to
amend its Verified Application filed in the above-captioned docket, as discussed
herein; 2) processing this now uncontested docket pursuant to the Commission’s
modified procedures; 3) vacating the existing procedural schedule governing this

matter; and 4) waiving the response time to this motion.
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DATED this 28th day of November, 2007.

Respectfully submitted,

HOLLAND & HART LLP

’M% (e [2 OAOQ\QSL

Thomas R. O’'Donnell, Esq.
Holland & Hart e

535 Seventeenth St., Suite 3200
Denver, CO 80202-3979
Telephone: (303) 295-8291
Telefax: (303) 295-82061

Attorneys for Atmos Energy Corporation
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CERTIFICATE OF SERVICE

I hereby certify that on this 28th day of November, 2007, an original and 10
true and correct copies of the foregoing document entitled MOTION TO AMEND
VERIFIED APPLICATION, REQUEST THAT DOCKET BE PROCESSED
PURSUANT TO THE COMMISSION’S MODIFIED PROCEDURES, AND
REQUEST FOR WAIVER OF RESPONSE TIME was hand-delivered to:

Doug Dean, Director

Colorado Public Utilities Commission
1560 Broadway, Suite 250

Denver, CO 80202

And a copy was placed in the United States Mail, postage prepaid and addressed to:

Douglas C. Walther

Associate General Counsel

Atmos Energy Corporation

5430 LBIJ Freeway, Suite 1800
Dailas, TX 75240
Douglas.walther@atmosenergy.com

Paul Gomez

Assistant Attorney General
Office of the Attorney General
1525 Sherman Street, 6th Floor
Denver, CO 80203
Paul.comezi@dora.state.co.us

Billy Kwan

Public Utilities Commission
1560 Broadway, Suite 250
Denver, CO 80202
Billy.kwan(@dora.state.co.us

Bridget McGee-Stiles
Public Utilities Commission
15360 Broadway, Suite 250
Denver, CO 80202
Bridget.mogee-
stilestdora.state.co.us

Joe T. Christian

Director of Rates

Atmos Energy Corporation
5430 LBJ Freeway, Suite 1800
Dallas, TX 75240
Joe.christian@atmosenergy.com

Michael J. Santisi

Assistant Attorney General
Office of the Attorney General
1525 Sherman Street, 5th Floor
Denver, CO 80203

Michael. santisi{state.co.us

John Trogonoski

Public Utilities Commission
1560 Broadway, Suite 250
Denver, CO 80202
John.trogonoski(dora,state.co,us

Bili Dalton

Public Utilities Commission
1560 Broadway, Suite 250
Denver, CO E0202
William.dalton(@dora,state. co.us
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Michael Hydock

Advisory Staff

Public Utilities Commission
1560 Broadway, Suite 250
Denver, CO 80202

Michael. hvdock@dora.state.co.us

Christopher M. Irby

Assistant Attorney General
Office of the Attorney General
1525 Sherman Street, 7th Floor
Denver, CO 80203
Chris.irby{@state.co.us
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Karen Wilkes

Vice President, Regulatory &
Public Affairs

Atmos Energy Corporation

1301 Pennsylvania, Suite 8000
Denver, CO 80203
Karen.witkes@atmosenergy.com

Dennis Senger

Rate/Financial Analyst

Office of Consumer Counsel
1560 Broadway, Suite 200
Denver, CO 80202
Dennis.senger{@dora.state.co.us
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INTRODUCTION:

This Cost Assignment and Allocation Manual (“CAAM™) describes and
explains the cost assignments and allocation processes which are utilized by
Atmos Energy Corporation (“Atmos™) in accordance to 4 Code of Colorado
Regulations (“CCR™) 723-4-4502 and 4503. The CAAM describes and explains
the calculation methods used to sepregate and account for costs between and
among jurisdictions, between regulated and nonregulated activities and between
and among utility divisions

DEFINITIONS:

The following abbreviations or acronyms are used within the CAAM document,

Atmos (the Company).....ocovviiiiiiiiiiiiii i Atmos Energy Corporation
CAAM. . Cost Assignment and Allocation Manual
COR . Code of Colorado Regulations
FERC. ... Federal Energy Regulatory Commission
F S Fully Distributed Cost Study
O&M. ... Operations & Maintenance Expense
GLOSSARY OF TERMS:

Affiliate - For purposes of this document, one or more of Atmos' subsidiaries.

Atmos Pipeline-Texas Division — The operating division within which Atmos
Energy Corporation conducts iis intrastate pipeline business within the State of
Texas.

Below the Line - Amounts which are generally not included in an analysis of
costs from which gas service rates are derived.

Colorado-Kansas Division - The operating division which Atmos Energy
Corporation conducts business within the states of Colorado, Kansas and a portion
of the Company’s Missourt operation.

Composite Factor - The Company's general allocation factor which is derived for
cach applicable area based upon the simple average of gross plant in service,
average number of customers and direct operation and maintenance expenses as a
percentage of the total of each of these items,

Corporate Headguarters - The headguarters of Atmos Energy Corporation
located in Dallas, Texas.
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Cost Centers - Account coding which denotes cost responsibility primarily for
management purposes.

Direct Charges - Those charpes which may originate at a shared services
department or operating division general office division which are booked directly
to the applicable rate division.

FERC USOA - The Uniform System of Accounts as prescribed by the Federal
Energy Regulatory Cominission.

Kentucky/Mid-States Division - The operating division which Atmos Energy
Corporation conducts business within the Commonwealth of Kentucky, the
Commonwealth of Virginia, the states of IHinois, lowa, Tennessee, Georgia and
the majority of the Company’s operations in Missouri.

Louisiana Division - The operating division which Atmos Energy Corporation
does business within the State of Louisiana.

Mid-Tex Division - The operating division which Atmos Energy Corporation
conducts business within the central part of the State of Texas.

Mississippi Division - The operating division which Atmos Energy Corporation
does business in the State of Mississippi.

Municipal Jurisdiction - For Atmos' operations in Texas, each municipality
which it serves has original jurisdiction over rates.

Operating Division - The Company's operations within each of its six utility
regional divisions are typically referred to as "operating divisions" in more
general discussions or "Company" within the context of Atmos account coding
structure, Operating divisions are not subsidiaries or separate legal entities. An
operating division contains at least one rate division. Operating divisions with
multiple rate divisions have one operating division general office rate division in
addition to rate divisions corresponding to regulatory jurisdictional areas. There
is also one non-utility operating division referred to as Atmos Pipeline — Texas
Division.

Operating Division General Office - Administrative offices that are located
outside of shared service offices which serve as the base of operations and centrai
office for each "operating division”.

Rate Division - 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 codes are the primary source
for regulatory reporting and rate activity.
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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.

Shared Services - The Company's functions that serve multiple rate divisions.
These services include departments such as Legal, Billing, Call Center,
Accounting, Gas Supply, Rates Administration among others. Shared Services is
comprised of Shared Services — General Office and Shared Services — Customer
Support

Shared Services — Customer Support — The Company’s functions that serve
multiple rate divisicns. These services inciude billing, customer call center
functions and customer support related services.

Shared Services — General Office — The Company’s functions that serve
multiple rate divisions.  These services include all other functions not
encompassed by Shared Services — Customer Support.

Subsidiaries - The Atmos Energy Corporation subsidiaries are:

Atmos Energy Holdings, Inc.

Atmos Energy Marketing, LLC
Atmos Exploration & Production, Inc.
Atmos Pipeline and Storage, LLC
Atmos Power Systems, Inc.

Atmos Energy Services, LLC

Blue Flame Insurance Services, LTD
Egasco, LLC

Energas Energy Services Trust
Enermart Energy Services Trust
Mississippi Energies, Inc.

Trans Louisiana Gas Pipeline, Inc.
Trans Louisiana Gas Storage, Inc.
UCG Storage, Inc.

WKG Storage, Inc. -
Legendary Lighting, LL.C (50%) ;
PDH T Holding Company, Inc. :
Unitary GH&C Products, LLC (28%)
United Cities Propane Gas, Inc.
Atmos Gathering Company, LLC
Straight Creek Gathering GP, LLC
Straight Creek Gathering, LP

West Texas Division - The operating division which Atmos Energy Corporation
conducts business within the western part of the State of Texas.

:
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(4502) COST ASSIGNMENT AND ALLOCATION PRINCIPLES
Overview

Atmos Energy Corporation consists of the utility (Atmos Energy Corporation,
(Unconsolidated) and various subsidiaries. The utility is the parent company.
The Company conducts its unregulated operations through its subsidiaries. A
chart showing the current corporate structure is included in Appendix A,
attachment 1.

The various divisions are a part of the Company’s management control structure
that is utilized in the Company’s shared costs allocation processes. Section
4503(b)(I) of the CAAM describes the corporate structure in detail. There are
currently seven such operating divisions — six of which are regulated gas local
distribution operations and one of which is a regulated intrastate pipeline
operation. We also refer to these divisions as “Business Units.” The Company’s
Colorado operation is contained within the Colorado-Kansas Operating
Division/Business Unit.  Also, Operating Divisions or Business Units are
comprised of rate divisions (described later herein).

“QOperating divisiens” do not constitute separate legal entities. They are merely
unincorporated operating divisions within the organizational structure that the
Company has chosen. None of the Operating Divisions are subsidiary entities
that have a separate legal existence apart from the Company, they are not distinct
legal entities, and they do not have separate equity or debt. Additionally, the
divisions do not keep separate books and records.

There are operating rate divisions and office rate divisions. An operating rate
division represents a regulated operation such as the Company’s utility operations
in Colorado. An office rate division is one that provides common services to
operating rate divisions (as more fully explained herein). The costs of the office
rate divisions are allocated to the operating rate divisions in accordance with the
methodology described by the CAM, as will be more explained in detail in section
4503,

“Rate division” denotes the Company’s regulatory jurisdictions that are defined
by state boundaries or, where applicable, geographic areas within states and
which comprise an Operating Division. The term rate division also denotes the
Company’s various Shared Services, as well as a particular Operating Division’s
general and regional office rate divisions, whose costs are common to more than
one operating rate division and are therefore allocable to those operating rate
divisions. For example, an Operating Division may encompass multiple rate
divisions, particularly if the operations of the Business Unit include multiple
states. Basically, each rate division represents an accumulation of accounting
data applicable 1o an area in which rates have been sct by a regulatory authority

N




Attachment

Decision No. R07-1105
DOCKET No. 07A-106G
Page 15 of 45

such as the Colorado Public Utilities Commuission. The Company refers to this
arca as a rate division.

The rate division designation is incorporated into the Company’s account coding
string. As such, costs are accumulated for various operating area rate divisions or
office rate divisions within the Company’s general ledger. This could represent
the Company’s operations in a particular state or a particular area within a state
and/or various office rate divisions, which would appropriately allocate costs to
operating rate divisions,

4502(a) Tariffed Services

If a tariifed service is provided to or from Colorado, the charge for that service is
at the tariffed rate. Currently, there are no tariffed services provided to or from
another state or subsidiary to Colorado.

4502(b) Direct Assignment

Direct costs are charged directly to the operating rate division that has incurred
the costs. For example, if Colorado hires an outside contractor to perform leak
survey services, then those costs are charged directly, and only, to Colorado
because the work is done only for Colorado.

4502(c) Common Costs

Common costs such as Shared Services cost or operating division costs, are
allocated to the operating rate divisions that receive the benefit of those services.

If an office rate division encompasses more than one jurisdiction, such as the
Company’s Colorado rate division, which provides services to the Company’s
utility operations in Colorado, Missouri, and Kansas, then the costs from that
office rate division are allocated to the separate rate divisions to which it provides
services.

Detailed transactions are recorded by rate division in the general ledger for all
utility divisions of Atmos Energy. The rate division designation is incorporated
into the Company’s account coding string. As such, costs are accumulated for
varipus operating areas or office rate divisions within the Company’s general
ledger. This conld represent the Company’s operations in a particular state or a
particular area within a state and/or various office rate divisions, which would
appropriately allocate costs to operating rate divisions.
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Each category is jairly and equitably allocated between regulated and
nonregulated activities or jurisdictions in accordance with the following
principles:

4502{(c)(1} Cost Causation

The Company’s Shared Services — General Office provides the various support
services discussed above to its utility operations in the twelve states in which the
Company operates. Some of these shared services are also provided to the
Company’s unregulated subsidiaries. Similarly, the Shared Services - Customer
Support provides customer service functions to the Company’s utility operations
and is the utility customer’s point of contact with the Company for service
activations, billing issues, emergency reporting, cte.  Colorado ratc division
customers receive the benefits of these services, and the allocations of these costs
are apportioned to the Colorado rate division on the basis of cost causation (or
benefit received). In addition to Shared Services, the Colorado-Kansas Division
headquarters office in Denver provides services to Colorado, Kansas and Missourt
and, as a result, costs from the Colorado-Kansas division headquarters office
allocates costs to the Company’s Colorado rate division as well as other
jurisdictions that it supported on the basis of cost causation (or benefit received).

4502(c)(1I) Variability

Overall, the Company’s allocation methodologies are based upon correlations of,
among others, business size and practices, and based upon those relationships, the
allocation percentages to be applied to costs is reviewed and changed at least
annually. If there is a dramatic change in the business size and practices during
the fiscal year, the company will review and determine the impact of the change
and determine if it is necessary to update the allocation percentages at that time.

4502(c)(IIT) Traceability

Operations and Maintenance (O&M) expense, depreciation expense, and taxes,
other than income taxes, expense related to Shared Services, and the Colorado-
Kansas division’s headquarters office are allocated on the Company’s books and
records utilizing the allocation methodologies described in detail in section 4503
of this CAAM. The Company allocates these expenses within its books and
records as a part of its normal accounting cycle. The allocation factor used has a
logical or observable correlation to the activity and generally calculated once per
year, updated at the beginning of the Company’s fiscal year (October 1), and
utilized for the entire vear unless a material event occurs that would significantly
change the factors.

For those Shared Services costs that are not allocated on the Company’s books
and records, either a composite factor for Shared Serviee — General Office or a
customer factor for Shared Service — Customer Support is used to allocate costs.
Some examples of Shared Services costs for which composite factors or the
customer factor, as appropriate, arc used for allocating such expenses for
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ratemaking purposes would inciude plant in service and accumulated deferred
income taxes, as well as other rate base items,

Composite factors are derived based upon a three-factor formuia comprised of:

1. The simple average of the relative percentage of gross plant in service for
each of the Company’s business units to the total gross plant in service for
all of Atmos’ business units (exciuding Shared Services);

2, The ratio of the number of customers in each of the Company’s business
units to the total number of the Company’s customers; and
3. The ratio of direct O&M expense for each of the Company’s business

units to the total direct operation and maintenance expenses of all Atmos
business units (exciuding Shared Services).

The Customer Factor is derived based on the average number of customers of
the Operating Divisions that receive allocable costs for the services provided.

4502(c)(1V) Benefit

Common costs include costs related to technical and support services that are
provided to the Company’s operating rate divisions by centralized shared services
(*Shared Services” or “SSU”). Shared Services — General Office includes, for
example, accounting, human resources, legal, rates, information technology and
numerous others functions. Shared Services — Customer Support inciudes
customer call center services, billing, collections, and other customer support
related functions. The costs for these Shared Services are allocated to the
Company’s rate divisions that benefits from these services.

4502(c)(V) Residual

Any residual costs left after direct assignments or indirect assignments, i.c.,
allocations, are allocated using the same allocation methodologies as used in the
original allocation.

4502(d}Value of transactions —Colorado Utility to nonregulated activities

For cost assignment and allocation purposes, the value of all transactions from
ihe Colorado utility to a nonregulated activity shall be determined as follows:

L Atmos provides regulated natural gas distribution service to its customers
in Colorado at taniffed rates. Atmos does not provide non-regulated
activities to its customers within Colorado. However, if the Colorado
utility provided a product or service to a nonregulated activity in
Colorado, the vatue of the transaction would be at a tariffed rate.
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As stated in 4502(d)(T), Atmos does not provide non-regulated activities to
its customers within Colorado. However, if the company provided a
nonutility service or product that was not pursuant to tariff, the cost
charged would be at the higher of market price or the utility’s fully
distributed cost in accordance with these rules .

If the transaction involves the sale of an asset, the value of the transaction
shall be the higher of net-book cost or market price. If the transaction
involves the use of an asset the value of the transaction shall be the higher
of fully distributed cost or market price. The company does not have these
types of transactions within Colorado,

4502(e)Value of transactions ~-Nonregulated activities to the Utility

For cost assignment and allocation purposes, the value of all transactions from a
nonregulated activity to the utility shall be determined as follows:

L

11

Pursuant to the rules as defined in section 4502(¢)(I) of the CCR, if the
transaction involves a product or service that is not provided pursuant (o
a tariff, the value of the transaction shall be the lower of the fully
distributed cost or the market price except if the transaction results from a
competitive solicitation process then the value of the transaction shall be
the winning bid price. Fully distributed cost in this circumstance, shall be
the cost that would be incurred by the utility fo provide the service
internally. Market price shall be either the price charged by the supplying
nonregulated activity or if that condition is not met, the lowest price
charged by other persons in the market for a comparable product or
service, when such prices are publicly available.

Charges for services from the Company’s captive property insurance
subsidiary, Blue Flame, are billed at cost to the Company’s Colorado rate
divisions. Additionally, charges for services from Atmos Energy Services
are also billed at cost to Colorado, The Company is currently allocating
these costs at the fully distributed cost. See section 4502(1).

Periodic surveys are made in the commercial marketplace by our broker
to determine the cost of risk of property coverage for Atmos. Historically
these surveys have proven Blueflame provides better coverage at a lower
price than is available in the commercial marketplace.

Pursuant to the rules as defined in section 4502(¢)(II) of the CCR, if the
transaction involves the sale of an asset, the value of the fransaction shall
be the lower of nei-book cost or market price. [f the transaction involves

)
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the use of an asset, the value of the transaction shall be the lower of fully
distributed cost or market price. Market price shall be either the price
charged by the nonregulated activity or, if this condition cannot be met,
the lowest price charged by another person in the marke!t for the sale or
use of a comparable asset, where such prices are publicly available.

Currently the transactions occurring between Atmos’ Colorado Operations
and Atmos' non-regulated subsidiaries do not involve either the sale or use
of assets. If, at some future date, these types of transactions occur, the
value of the transaction would be valued at the lower of net-book cost or
market price,

4502(1) Inability to establish a market price

Pursuant to the rules as defined in section 4502(f) of the CCR, if'it is
impracticable for the utility to establish a market price pursuant to paragraphs
(d) or (e}, the utility shall provide a statement to that effect, including its reasons
in its fully distributed cost study as well as its proposed method and amount for
valuing the transaction. Parties in a Commission proceeding retain the right 1o
advocate alternative market prices pursuant to paragraphs (d) and (e).

Please see 4502(e)(I).

4502(g) Non-jurisdictional regulated services.

Pursuant to the rules as defined in section 4502(g) of the CCR, a urility may
classify nonjurisdictional services as regulated if the services are rate-regulated
by another agency (i.e., another state utility commission or the FERC) and where
there are agency-accepted principles or methods for the development of rates
associated with such services. This rule may apply, for example, fo a provider's
wholesale sales of electric power and energy. For such services, the utility shall
identify the services in its manual, and account for the revenues, expenses, assets,
liabilities, and ratebase associated with these services as if these services are
regulated.

The Company has classified certain non Colorado jurisdictional utility operations
in other states as regulated since the services are rate regulated by the state
commissions in Kansas, Missouri, Texas, Louisiana, Mississippi, lowa, Illinois,
Tennessee, Georgia, Virginia and Kentucky. The Company has identified the
services in this CAAM, and accounted for the revenues, expenses, assets,
liabilities, and ratebase associated with these services as if they are reguiated.
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4502¢h¥Value of transactions between regulated divisions within a utility

Atmos provides only natural gas delivery services to its customers in Colorado.
Unlike other utilities in Colorado, the Company is not involved and has no plans
to be involved in any non regulated activities such as new product development,
lighting solutions, water service, appliance repair services, heating and air
conditioning services, etc.

45021y Bundled Services

The Company does not sell bundled services and therefore this section does not
apply. Please see section 4502(h).

4502(j) Incidental activities

Incidental activities as defined in section 4300(h) are not provided in Colorado.
If these services were provided in Colorado any amount of these activities would
be classified as regulated activities and booked as part of the Company’s utility
records.

4502(k) Audit Trail

Atmos' account coding structure enables it to capture the costs for direct and
allocable activitics and provides a detailed audit trail. Expenses, Assets, and
Liabilities for Atmos' shared services and other operating division general office
divisions are coded to applicable location codes and cost centers which are then
allocated to the appropriate rate divisions based upon the methodologies described
herein. Allocations recorded in the books and records of the company are
reflective of the allocation methodology used for rate making purposes from the
fast approved rate case but may be modified or updated between rate cases.

Atmos account coding structure is as follows:

XXX, XXXX., XXXX XXXXX., XXXXXX., XXXX.

’Compaﬂy Cost FERC |Sub- Service iFuture ’
Center Account %Account {Area Use ’

!3 digit |4 digit 4 digits Sdigits |6 digits |4 digits !

Within the above coding structure, *Company” and "Cost Center" are primarily
utilized for management reporting purposes and reflects the internal management
"cost responsibility” structure of Atmos Energy Corporation, exclusive of its
subsidiaries. The term "Company" as utilized for account coding refers to a

i

R e e P



Attachment

Decision No. R07-1105
DOCKET No. 07A-106G
Page 21 of 45

subsidiary or separate legal entity or to one of the Company's seven operating
divisions under which Atmos conducts the vast majority of its utility business in
twelve states.  "Cost Center” addresses departmental cost responsibility and is
primarily utilized for budget control purposes. Utilization of the "Company" or
“Cost Center" fields is not suitable for financial or regulatory reporting purposes.

The field described by FERC account contains the three digit FERC USOA
account plus onc 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 weil
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.

IIL  4503(b) COST ASSIGNMENT AND ALLOCATION MANUALS

Each utility shall include the following information in its CAAM.
L A listing of all regulated or nonregulated division of the Colorado utility
together with an identification of the regulated or nonregulated activities

conducted by each.

Total Company

Atmos operates its utility business in twelve states through seven operating
divisions, The operating divisions are divisions of Atmos and are not subsidiaries
or separate legal entities. The operating divisions are Mid-Tex and West Texas
Divisions through which Atmos operates in Texas; Colorado-Kansas Division
through which Atmos operates in Kansas, Colorado and a small portion of the
Company’s Missouri operations; Louisiana Division through which Atmos
operates in Louisiana; Kentucky/Mid-States Division through which Atmos
operates in Kentucky, Tennessee, Georgia, Missouri, Virginia, Illinois and Towa;
Mississippi Division through which Atmos operates in Mississippi and Atmos
Pipeline-Texas Division through which Atmos operates its inirastate pipeline
business in Texas. The operating divisions are not scparate legal entities, and
therefore, by definition, cannot be affiliates of Atmos. The Cclorado-Kansas
division does not perform any nonregulated activities. The Colorado utility
within the Colorado-Kansas division, provides regulated natural gas service to its
customers in Colorado.
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Technical and support services are provided to the operating divisions by
centralized shared services departments primarily iocated at the Atmos
headquarters in Dallas. These centralized functions include, but are not limited
to, Accounting, Gas Supply, Human Resources, Legal, Rates and the Customer
Support Centers. 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 the operating division general office are allocated to
separate rate divisions within the operating division.

In addition to its utility business, Atmos also has non-utility operations. The non-
utility business 1s operated through a number of subsidiaries which are separate
legal entities and one division. A chart showing Atmos’ current organizational
structure is contained in Appendix A, attachment i, which includes a brief
identification of activities for each. As the organizational strueture indicates,
Atmos Energy Corporation owns 100% of Mississippi Energies, Inc, Blue Flame
Insurance Services, LTD, PDH I Holding Company, Inc. and Atmos Energy
Holdings, Inc. Atmos Energy Holdings, Inc. is the sole owner of Egasco, LLC,
Atmos Pipeline and Storage, LLC, Atmos Energy Services, LLC, Atmos Power
Systems, Inc., Atmos Energy Marketing, LL.C, Enermart Energy Services Trust
and United Cities Propane Gas, Inc. Atmos Pipeline and Storage, LLC is the sole
owner of WKG Storage, Inc., Trans Louisiana Gas Storage, Inc., UCG Storage
Inc., Atmos Exploration and Production, Inc., Trans Louisiana Gas Pipeline, Inc.
and Atmos Gathering Company, LLC. Atmos Energy Services, LLC is the sole
owner of Energas Energy Services Trust. Mississippi Energies, Inc. holds an
equity interest in Legendary Lighting, L.LC (50%) and Unitary GH&C Products,
LLC (28%). Atmos Gathering Company, LLC is the sole owner of Straight Creek
Gathering GP, LL.C and the sole limited partner of Straight Creek Gathering, LP,
holding a 99% interest. Straight Creek Gathering GP, LLC is the general partner
holding a 1% interest in Straight Creek Gathering, LP,

I1. A listing of all regulated or nonregulated affiliates of the Colorado utility
fogether with an identification of which affiliates allocate or assign costs
to and from the Colorado utility.

The Colorado-Kansas division as stated in 4503(b)(I) is not a separate Iegal entity
and therefore is not an affiliate of Atmos. Colorado does not provide
nonregulated services to its customers,

The Colorado-Kansas division receives nonregulated services from Blue Flame
Insurance Service, 1L.TD and Atmos Energy Services, LLC.

Blue Flame provides captive insurance policies and Atmos Energy Services
provides gas supply services. Both of these are allocated to Colorado-Kansas
Division through allocations as described in detail in section 4503(b)(VII).
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i A listing and description of each regulated and nonregulated activity
offered by the Colorado utility. The Colorado utility shall provide a
description in sufficient detail to identify the types of costs associated with
the activity and shall identify how the activity is offered to the public and
identify whether the Colorado utility provides the activity in more than
one state. [If an activity is offered subject to tariff, the Colorado utility
may identify the tariff and the taviff section that describes the service
offering in liew of providing a service description.

Colorado provides only regulated natural gas service to its customers in Colorado.
The service is defined in their approved tariffed rate as filed with CPUC and is
detailed in the Atmos Energy Corporation website www.almosenergy.coin.

V. Listing of revenues, expenses, assets, liabilities and ratebuse items by
Uniform System of Accounis (USOA) account number that the utility
proposes to include in its revenue requirement for Colorado jurisdictional
activities including those items that are partially allocated to Colorado as
well as those items that are exclusively assigned to Colorado.

See appendix A, attachment 2

V. A detailed description showing how the revenues, expenses, assets,
liabilities and ratebase items by account and sub-account are assigned
and/or allocated to the Colorado utility 's nonregulated activities, along
with a description of the methods used to perform the assignment and
allocations.

See 4503(b)(IV) above.

VI A description of each transaction between the Colorado utility and a
nonregulated activity which occurred since the Colorado utility's prior
CAAM was filed and, for each transaction, a statement us to whether, for
this Commission’s jurisdictional cost assignment and allocation purposes,
the value of the transactions is at cost or market as applicable.

This is the company’s first filing of the CAAM with the Colorado Commission.
Please see section 4502(h).
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VIl A description of the basis for how the assignment or allocation is made.

Service:
Description:

Current Provider

Capitalized overhead (general)
Overhead related to capital expenditures

Shared Services

of Service Atmos Pipeline - Texas
Louisiana Division general office
Kentucky/Mid-States Division general office
Colorado-Kansas Division general office
Mid-Tex Division
Mississippi Division
West Texas Division
Current Use of Rate divisions
Service
Basis for Capitalized overhead costs are accumulated by operating division (and states level for
altocation multiple state divisions)., Each operating division (and state} sets an application rate

for the year based on projected expenditures. As expenditures for CWIP are booked,
the overhead assigned is applied at the application rate. Periodically, the application
rate is reviewed. Shared services overhead is allocated to operating divisions based
on operating divisicn capital expenditures. At the end of each quarter, the amount that
has accumutated in the OH project is cleared to ali eligible projects that incurred
charges during that quarter.

General Ladger Entriss: Example Only

Adminisizative
Office Supply Espenses
! §EUB0 019 and Expenises Transfersed
Cash Accounts Payable Acct, 921 Agct, 532
Acet. 131 Acct, 232 Cost Center XXXX* Cost Center XXXX
31,600 (1) {1 §080] #1006 (N (133 31,006 5800 (Ja) BUEC
$200 {38) Other BU's
TS U B0 018 ]
Administrative

Expenses Administrative S5U BU 0182

Trangferred & Genesal Construction Werk

Acct. 922 Actt. 820 in Progress **

Cagt Cerer 1810 Cost Center 1910 Acet 107
Dt 030 (3b} $2 520G {2} 2} 5264
Oter BlEs  (3by e
i State Div Office Rate Div Dffice
Genera Office « Giv 536 {___COMS Div 031 COMS Div 033
Administrative Administrative Adimirssirative

Expenses Expernses Expenses

Trangferred Transferred Transferred
Acct, 822 Acet, 92% Acel 822

:

{3a) $860 20 {3k} {41 B400 SE0C {5} 18} 200 35 {7}
[ E3le 400 4} {7} 35 IR GH

* Cap raig = J0%

~ Blaay rete division offices exist wilhin the siate @1 addition t D 533

Flow of Activity

{11 Pusrchase DR Suppiies
{2y Captafze Gverkoad is caleulates based on ool center capRalization percentsge

{¥a} Auonte operaling expense 0 aperating divisisog

(a0} Allocate capiaizstion sredits 19 oparaling divisiens
74} Afiacsting Shered Services Expenses io Sinle Division Office - 36% Aflasation rate for dustration gusposes any
(5} Alistaling Shared Sendoes Expesses o Rale Unision Office - 50% sllocation rate for Bustration pirposss enly
(6} Alincating Shared Services Capitaization Sredit to State Dhvision {fice - S0% Aliceation rate for Bustrelion purpesss only
7} Aiocaling Shared Seovices Capiakostion Credif fo Rate Divisior: Offes - 80% Affocativn rate for Hustation purpuses oy

[y
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Service:
Description:

Current Provider
of Service

Current Use of
Service
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Stores overhead
Overhead related to inventory warehousing is ailocated to materials as issued.

Shared Services
Operating division general office

Atmos Pipeline — Texas
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

Basis for Overhead costs for inventory items, icluding rent, labor, supervision and adjustments

allocation are accumnuiated by operating division. Each operating division sets an application rate
for the year based on projected overhead and materials activity. As materials are
issued from the warehouse, the costs are fully loaded with overhead 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 (basically, a
true-up). Shared Services stores overbead is allocated manthly ta the operating
divisions based on number of meters.

General Ledger Entries: Example Only

Rate Div Office
CO/KS Div033 *

[ SSUBUO010 | [ ssuBUO10 | Construction Work
Cash Inventory in Progress
Acct. 131 _ Acct. 107
$100 (1) &) $100 $100 (2) (23 $100
$2 (3) 3) $2
[ ssuBUDIO |
Stores Expense
Undistributed
Acct. 1683
3) 52 $2 (3)

* Many rate division offices exisi within the siate in addition to Div 033.

Flow of Activity

1 Purchase Inventory - Material

2 issue Inventory to Capital Project

3 Apply inveniory Siorage Rate
Assume 2%

16
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Service: Expenses in Shared Services — Customer Support cost centers

Description:

Current Provider Shared Services

Of Service

Current Use of West Texas Rate Divisions
Service Mid-Tex Division
Louisiana Rate Divisions

I entucky/Mid-States Rate Divisions
Colorado-Kansas Rate Divisions

Mississippi Division

Includes alt expenses for Customer Support.

Attachment

Decision No. R07-1105
DOCKET No. 07A-106G
Page 26 of 45

Basis for Costs are allocated to the applicable rate division level in total based on the average
allocation number of customers in each operating division as a percentage of the total number of
customers in afl of the operating divisions.

Ganaeral Ledger Entries: Example Qniy

S35U BU 01¢ S5U BU Q10
Cash Acctounts Payable
Acct. 131 Acct, 232

1,600 (1) {1} 51(}001 1,000 {1)

Generail Office State Div Office
CO/KS BU 080 1 CO/KS Div 031

Administrative Administrative

1

Expenses Expenses
Transferred Transferred
Acct. 922 Acct, 922

{2} 3250 2425.00 (3}

(3} $125.001 $12.50 (4}

)

1)

1 S5U BU 010 S50 AL 010 ]
OHice Supply Administrative
and Expenses * Expenses
Acct. 82% Transfarred
Cost Center XXXX Acct, 822
$1,600 I H 250 ()

* Many 08 M expense accounts sxist in addition to 921 that get cleared oul of acoount 922,

* Mary rate division offices exist within tha state in addion o Div 033,

Fiow of Activity

t1} Purchase Qffice Supplies - Shared Services

Rate Div Office
CO/KS Div 033 =

Administrative
Expenses
Transferred
Acci, 922

§12.50

123 Allocating Shared Services Expenses to General Qffices - 28% Allocation rate for Slustration purposes only

(3} Allocating Shared Services Expenses ta State Division Office - 50% Allocation rate for Hiustration purposes oy
14y Allocating Shared Services Expenses to Rats Division Office - 13% Allocation rete for Hustration purpoges onfy
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Service:

Description:

Current Provider
Of Service

Current Use of
Service

Basis for
allocation

Generai Ledger Entries; Example Oniy

0O&M Expenses in Shared Services — General Office cost centers

Includes O&M expenses in Shared Services - General Office.

Shared Services

Atmos Energy Marketing, LLC
Atmos Power Systems, Inc
Atmos Pipeline and Storage, LLC
Atmos Energy Services, LLC
West Texas Division

Mid-Tex Division

Atmos Pipeline - Texas
Louisiana Division
Kentucky/Mid-States Division
Colorade-Kansas Division
Mississippi Division

Costs are allocated to affiliates and operating divisions based on a composite factor as
defined in section 4502(c)(T1I} 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 (if Mid-Tex and Atmos
Pipeline-Texas are provided services by a department, the composite factor witl
include Mid-Tex and Atmos Pipeline-Texas at a 25%, 50%, 75% or 100% rate
depending on how much service the department provides) .

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 (If Mid-Tex
and Atmos Pipeline-Texas are provided services by a department, the composite
factor wilf include Mid-Tex and Atmos Pipeline-Texas at a 25%, 50%, 75% or 100%
rate depeading on how much service the department provides) .

| 55U BU 010 ] [ SSU BU 010 ]
Office Suppiy Administrative
and Expenses” Exponses
Cash Accounts Payabie Acct. 924 Transferred
Acct. 134 Acct, 232 Cost Center XXXX Acct, 922

i 31,000 {1} {1} S‘I,DDOI 31,000 (1) {1} §1,000

l $ 200 12)

i General Office { State Div Office Rate Div Office
CO/KS BU 080 CO/KS Div 031 COiKS Div 032 *
Administrative Administrative Administrative

Expenses Expenses Expenses
Transierred Transferred Transferred
Acct, 922 Acct, 922 Acct. 572

{2} SEGE}! $90.00 (3}

{3} F40 DG! FHE.E0 {4} {4} 13 50!
i

* Many Q&M @xpenss aocounts exist in aduition to 821 that gel cleared out of acueunt $22.
~ mhany rate division offices oxist within the stals in addition to Div 033,

Flow of Activity

{1) Purchase Office Supplies - Shared Servicas
(2} Alncating Sharec Servicas Expensos o Generat Offices - 20% Alleestion rate for Slustration purpeses only

£33 Aliocating Shared Sprvie
(%} Aflocating Shared Servis

Expenses 1o Slate Division Office - 45% A¥ucation rate for Slustralion purposes anly
Expansas o Rate Dvision Offics - 15% Allocslion rate for Hustration purposes only

18

PRy



Attachment

Decision No. R07-1105
DOCKET No. 07A-106G
Page 28 of 45

Service: SSU — Customer Support depreciation and taxes other than income faxes

Description: Includes all depreciation and taxes other than income tax charged in Shared Services
- Customer Support.

Current Provider Shared Services
Of Services

Current Use of West Texas Rate Divisions

Service Louisiana Rate Divisions
Kentucky/Mid-States Rate Divisions
Mid-Tex Division
Colorade-Kansas Rate Divisions
Mississippi Division

Basis for Costs are allocated to the applicable rate division level in total based on the average

allocation number of customers in each operating division as a percentage of the total mumber of

cusfomers in all of the operating divisions.

General Ledger Entrigs: Example Only
_SSU BlU 010

SSUBU 10 55U BU 610 Taxes Other than
Cash Atcounts Payabie Income Taxes
Acch 131 Agct. 232 Acct. 408.1

| §7.000 {13 It m,oaal 4,000 (1) Ity 51,000! §350 (2)

Generai Office State Div Office Rate Div Office
CO/KS BU 060 CO/KS Div 031 CO/KS Div g3~

Taxes Qther than Taxes Other than Taxes Other than
income Taxes Income Taxes Income Taxes
Acct 408.1 Acct. 408.1 Acct, 408.1

’

{2} $250| §125.00 (3} {3; 5125,0‘:\! §12.50 (4} {4 $12.501

55U BU 010 SSU BU 010 CO/K5 BU 0B8-Div 31 { CD/KS BU 060-Div 33-36 & 41 |
Depreciation Exp Cepreciation Exp Depreciation Exp Dapreciation Exp

Acct, 403 Acct. 108 Acct, 403 Acct, 403

:

(5 su:»ol $100 {6 ] $100 (5) {6 10 $10 (7} %) 510

* Many rale division ofices exist within the sfste In addition 1o Div 033,

Flow of Activity

{1} Taxas Cther than income Taxes incumed
{2} Alincating Shared Senvices Expsnses to Generat Offices - 25% Allocation rate for ifustration purposes only
{3y Allocating Shared Services Expenses to State Division Office - 50% Aflecalion rata for ihustration purposes only
{4) Aliocating Shared Services Expenses to Rate Division Office - 10% Aliocation rate for iltusiration purposes aniy
{5} Monthly Depreciation Expense is boaked frough Powerpiant and interfaces with the Oracie general iedger,
{5} CueTand Month Depreciation Expense is alicoated to the vancus ulilty rale divisions using the folffowing allocation faclors:
& For S84 drision 502 - General - Aliceated using the composits facior
0. For SSU divigion 012 - Caif Center - Alotated using the customer factor,
i7} Alincation from division 31 - Coiracks Dparating Division to Solerado rate divisions - Aliocated using the composite factor.
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Service:
Description:
Current Provider
Of Services

Current Use of
Service

Basis for .
allocation
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SSU — General Office depreciation and taxes other than income taxes

Includes all depreciation and taxes other than income tax charged in Shared Services
— General Office.

Shared Services

Atmos Energy Marketing, LLC
Atmos Power Systems, Inc
Atmos Pipeline and Storage, LLC
Atmos Energy Services, LLC
West Texas Division

Mid-Tex Division

Atmos Pipeline - Texas
Lousstana 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 ali of
the operating divisions,

The number of customers in each operating division as a percentage of the total
number of customers in ail of the operating divisicns.

The total direct O&M expense in each operating division as a percentage of the total
direct Q&M expense in all operating divisions,

Gengrst Ledger Endries: Examuple Onl

SsUBU D10

Cash
Acct, 131

I $1050 )

General Office
CO/KS BU 060

Tares Other than

Income Taxes
Acct 408.1

{2 32051 SH0.00 {3) (3 00 TIZHE {4

ST

Depreciation Exp

Arct, 403

&} STOT?] 100 {4y

H 55U BU 010 Taxes Oherthan
Aceounts Payable Income Taxeas
Aot 232 Acct. 408.1
"y §2.00 $1.000 (1}

gz)-—mr—s_za'cm

State Oiv Office } Rate Div Office
COIKS Div 0631 ; CO/KS Div 033*
Taxes Other than Taxes Other than

Income Taxes fncame Taxes
Acct, 4081 Acct 4081
4} $1350|

TTTESUBUGH0 ) [ ZO/KS BU 680-Dry 33-36 441 |
Depreciation Exp Depreciation Exp Depreciation Exp
Acct, 108 Acct, 403 Acct. 403
[ S0 18} B} B S0 Ty i swt

* Misny (ate division oifices exsl wilthin the fate in addisn o Div 032,

Flow of Activity

i1} Taxss Gther han income Taxes noured

{2} Alincatng Shared Servies Expanses to General Gifices - 20% Adecaton rate for dlusiration purposes only

{3} Alivcatng Shared Soviss Expenses io State Division Cfice - 45% Alocstionirate for Bustralion purposes only

{4) Alincating Shared Servees Expenges la Rate Division Office - 15% Afbeation rate for Bustration purposes only

{8} Montnl: Deprecialon Expense b backed through Powarpiant z2nd interfaces with the Uradle general edger.

{8) Current Month Deplcation Expense ig alooated fo Lhe vatious ufily rete divisions using the fofiowing sfucation faciirs:
2. For 81 division 002 - Genem! - Alicated ushg (he compsits fattor
b For S50 division 372 - Cal Center - Albcated using he customer facter.

73 Afingaton fram dhigion 31 - Colrads OperatinpDivision to Celorade rate divisions - Allecated udng s somposils fattor.
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Service:

Description:

Cutrent Provider
of Service

Current Use of
Service

Basis for
allocation

General Ledger Entries: Example Only
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Colorado-Kansas Division general office expenses to state regional office division
level and rate diviston levels.

AHocation of division general office costs to state regional office division levels and
rate division levels.

Colorado-Kansas Division general office

Colorago-Kansas Operating Division state office divisions and rate divisions.

Costs are allocated to the applicable regional office and rate divisions in total based
an the Composte Factor. The Camposite Factor is the simple average of three
percentages:

The percentage of Gross Direct Property Plant and Eguipment in each state as a
percentage of the total Direct Property Plant and Equipment in Colorado-Kansas
Division.

The number of customers in each state as a percentage of the total number of
customers in Colorado-Kansas Division,

The total direct O&M expense in each state as a pereentage of the total direct O&M
expense in Colorado-Kansas Division.

General Office

Generai Office
CO/KS BLU 060 Div 030

General Office CO/KS BL D&0

CO/KS BU 060 Office Supply

Cash
Acct 131

Accounts Payable and Expenses *
Acct, 232 Acet, 821

$500 (1) (1} $500 $500 (1) (1) 3500

General Office
CO/KS BU 060

Rate Div Office
CO/KS Div 033 ™

State Div Office
CO/KS Div 031

Administrative Administrative Administrative
Expenses Expenses Expenses
Transferred Transferred Transferred
Acct, 922 Acct. 822 Acct. 922
$250.00 (2} {2) $250 $25.00 {3) {3) $25.00

* Kany C&i expense accounts exist in addition 1o 521 that get cleared out of account §22.
** NMary rate division offices exist within the state in addition to Div 033,

Flow of Activity

{1} Purchase Office Supplies - Colorado/Kansas Division General Office
{2} Aliocating General Office Expenses to State Division Office - 50% Allocation rate for #iustration purposes only
(3} Allocating General Office Expenses to Rate Division Office - 10% Aliocation rate for illustration purposes only
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Service;

Description:

Current Provider

of Service

Current Use of

Service

Basis for
allocation
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Colorado-Kansas Division state regional office division levei expenses to rate
division levels.

Allocation of state regional office division level costs to rate division levels.

Colorado-Kansas Division regional division office

Colorado-Kansas Division rate divisions

Costs are aliocated to the appiicabie rate 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 state as a
percentage of the total Direct Property Plant and Equipment in Colorado-Kansas

Division.

The number of customers in each state as a percentage of the totat number of

customers in Colorado-Kansas Division,

The total direct O&M expense in each state as a percentage of the tofal direct O&M

expense in Colorado-Kansas Division.

General Ledger Entries: Example Only

State Div Office
COJ/KS Div 031

State Div Office
CO/KS Div 031

Cash Accounts Payable
Acct. 131 Acct. 232
| $300 (1) (1) $300 £300 (1) (1N

Rate Div Office
CO/KS Div 033 *
Administrative

State Div Office
CO/KS Div 031
Administrative

Expanses Expenses
Transferred Transferred
Acct. 822 Acct 922

$30.00 (2) {2) $30.00I

* Many O&M expense accounts exist in addition to 821 that get cleared out of account 822.
* Many rate division offices axist within the state in additien to Div 033.

Flow of Activity

{1} Purchase Office Supplies - Statg Division Office

State Div Office
CO/KS Div 031

Office Suppiy
and Expenses ¥
Acct. 921

§300

{2) Aliccating State Division Expenses 1o Rate Division Office - 10% Afiocation rate for illustration purposes anly

22




Service:

Description:

Current Provider
of Service

Current Use of
Service

Basis for

Benefits cost allocation

Attachment

Decision No. R07-1105
DOCKET No. 07A-106G
Page 32 of 45

Accumulates fringe benefits (workers compensation, basic life insurance, SFAS/106,
medial/dental insurance, long term disability, ESOP, pension cost eic.) and allocates

to the rafe 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

Fringe benefits components are accumulated by each operating division general

allocation office. Benefit expenses are aliocated to rate jurisdictions by multiplying each rate
Jjurisdiction's labor dollars by that particular operating division's benefits load
percentage. The load percentage is calculated using total budgeted benefits divided
by tota} labor, An allocation of fringe benefits from Shared Services to the
subsidiaries is calculated based on the number of employees of each subsidiary that
receive their benefits from Atmos Energy Corporation.

General Ledyer Entrias: Example Only

S5U BU 040

Cash
Acct. 131
§1,00C {1}

!

Ganeral Office
CG/KS BU 060
Administrative
Expenses
Transferred
Acct. 922

4] ﬁzﬂﬂi $50.00 (3}

SS5U BU 040

Ciearing Account
Acct. 1684

{1} $1,uml $1.000 {1}

State Div Office ;
CO/KS Div 031
Administrative
Expenses
Transferred
Acct. 922

{3 s OO! F13.50 )

.
S5U BU 010 Administrative
Employee Pensions Expenses
and Benafiis * Transferred
Acct. 928 Acct, 822
) 51,oool l % 200 ¢2)

i Rate Div Office
: CO/KS Div 033 **
Administrative
Expenses
Transferred
Acct, §22
i4) H13.50

* tany D&M expensa scrounts exist in addition o 526 that get clearsd out of ancount 322,
** Many rale division offices exist within the stete in addilion to Div 033,

Flow of Activity
{1} Benefit costs incurred

{2} Aliccating Shared Services Expenses to Genaral Offices - 20% ABacation rate for ilustration purposes only

{3} Aliocating Shared Services Sxpenses to Siate Dwision Office - 45% Allecation rate fo

iglrafion pUrposes only

{4} Aliocating Shared Bervicas Bxpenses lo Rale Division Office - 15% Allccation rate for Hlustration purposes only

N
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Service: Other income and inierest expense

Description: Allocation of Shared Services’ other income and interest expense

Current Provider Shared Services
of Service

Current Use of West Texas Division

Service Louisiana Division
Kentucky/Mid-States Division
Mid-Tex Division
Colorado-Kansas Division
Mississippi Division
Atmos Pipeline — Texas

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 total assets less non-debt liabilities (excluding
long-term debt, notes payable and current maturities.) The atlocation factors are the
same for the whole year, This is a below the line allocation.

Basis for
allocation

General Ledger Entries: Exampie Only

T
S5U B0 014 ] Interest and interest and
Cash Arcounts Receivable Dividend income Dividend income
Acct, 131 Acct 232 Acct, 419 Acct, 419
Si,Dﬁﬂl {1} {1) £1.,000 1,000 (1} {1} $1,000 $20 {2} 3 20 |
Cash Accounts Receivable Cther Deductions * Cther Deductions
Acct, 131 Actt 232 Acct, 428.5 Acct. 426.5
—[—'Ezz,_oa?(zy @ mom| so0n {3)—_M5rT2fﬁa_5<4) _1_5_—78‘{43
Cash Accounts Receivabie injerest Expense interest Expense
Acct. 131 Acct, 232 Atci, 411 Acct. 431
53,000 {5} (5} $60 $3.000 (B} 3 €0 16}

5 sa,ocs| $E.600 18

* includes various sccowts but cleared out of account 4265

Flow of Activity |
isrest and Dhidend incoms

12 A

canarstad
iocating Shered Services Incoma and Dividend Ineome to Div 33 ondy - Assume 2% atfooelion rele

133 Dher Income and Expenses genersled

i4) Allocating Shares Services Other Deductions te Div 33 only - Assume 2%

{8} interest Expenss genargled

affocation rate

{6} Afiucating Shared Services fnterest Expense fo Oiv 33 onfy - Assume 2% aliocalion rate

A e o S e 505 B B B,
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Service:
Description;
Current Provider
of Service

Current Use of
Service

Basis for
allocation

Property Insurance

Blue Flame insurance Services, LTD. provides a direct property insurance policy,
The policy covers the property against alf risks of direct physical loss or damage.

Blue Flame Insurance Services, LTD

Kentucky/Mid-States Division
Colorado-Kansas Division
Louisiana Division

Mississippi Division

Mid-Tex Division

West Texas Division

Atmos Pipeline - Texas Division
Atmos Energy Marketing, LLC
Atmos Exploration & Production, Inc.
Atmos Pipeline and Storage, LLC
Atmos Power Systems, Inc.

Trans Louisiana Gas Pipeline, Inc,
Trans Louisiana Gas Storage, Inc.
UCG Storage, Inc,

WEKG Storage, Inc.

Atmos Energy Corp. is invoiced by Biue Flame Insurance Services. Costs are then
further allocated based on property value of each affiliate.

Generai Ledger Entries: Example Only

! SSUBU 010 ] | SSUBU 010 | ! SSUBU 010 |
Cash Accounts Payabile Prepayments
Acct. 131 Acct. 232 Acct. 165
3100 (1) (1) $100 $100 (1) 1) $100 38 (2)

General Office
CO/KS BU 060

Rate Div Office
CO/KS Div 033~

State Div Office
CO/KS Div 031

Property Insurance

Property Insurance Property Insurance

Acct, 924 Acct. 924 Acct. 824

@ $1.60

$0.80 (3} (3 $0.80 $0.08 (4} {4} 30.08

* Many rate division offices exist within the state in addition to Div 033,

Flow of Activity

{1} Property insurance incurred

{2y Amortized on a monthly basis

{3} Allocating Shared Services Expenses to General Office - 20% Allocation rate for iustration purposes only

{4} Allocating Shared Services Expenses to State Division Office - 50% Allocation rate for ilfustration purposes anly
{5} Aliccating Shared Services Expenses to Rate Division Office - 10% Allocation rate for ilustration purposes only
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Service:

Description:

Current Provider
of Service

Current Use of
Service

Basis for
allocation
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Intercompany labor

To the extent operating division emplovees provide iabor services to another affiliate,
the jabor costs for the services will be charged to the appropriate affiliate.

Atmos Pipeline - Texas
Louisiana Division
Colorado-Kansas Division
Kentucky/Mid-States Division
Mid-Tex Division

Mississippi Division

UG 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.

General Ledger Entries: Example Oniy

f SSU BU 010 ] | 55U BU 010 ] | 55U BU 010 ]
Cash A/R from Assoc Co. Accaunts Payable
Acct, 131 Acct. 146 Acct, 232
$500 {2a)  {2h) %500 {2a} $500 $500 (2B)
Atmos Energy Services
i AES BU 201 ] {COiKS BU 060-Div 002] [ CO/KS BU 060-Div 30 |
Mains & Services Exp A/R from Assoc Co, Accounts Payabie
Acct, 8740 Acct. 146 Acct, 232
(1) $500 $500 (2b]  {2b) $500 500 (1}

Flow of Activily

1) Empioyee x is a Colorado employee. He worked on a special project in March for Atmos subsidiary, AES (Atmas Energy Services)
Time is captured through a direct time sheet entry
{Za} Salary is pnid to empioyee x
{212} je is made fo relieve payabls in operating division
intercompany Entry generated by Oracie o keep Gperating Divisions in sync

26
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Service: Adjustments to Unceliectible Accounts Expense
Description: Allocation of additional expense amounts booked to adjust the Provision for
Uncoilectibles (Account 144)
Current Provider West Texas Division rate divisions
of Service Louisiana Division rate divisions
Kentucky/Mid-States Division rate divisions
Colorado-Kansas Division rate divisions
Mid-Tex Division rate division
Mississippi Division rate division
Current Use of West Texas Division rate divisions
Service Louisiana Division rate divisions
Kentucky/Mid-States Division rate divisions !
Colorado-Kansas Division rate divisions ;
Mid-Tex Division rate division §
Mississippi Division rate division
Basis of Intra- Costs are allocated to the rate divisions in total based on Sales Revenue.
company
Allocations
General Ledges Entries: Example Only i
H
i Rate Division * | | Rate Division | i Hate Division | 3
Accumulated Provision Customer Accounts - Accumutated Provision :
for Uncoliectible Accounts Uncoflectible Accounts for Uncoffectibie Accounts :
Acct. 144 sub aaaaa Acct. 904 Acct 144 sub bbbbb }
2 % 2501 § 1,000 (1) (1} s 4,000 $ 250 (2}

* Each rate divisien has a different aliccation rate.

Flow of Activity
{1} Monthiy allocated Gosis.
{2y Wiite off of uncollectible accounts as needed.

27
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Service:

Description:

Current Provider
of Service

Current Use of
Service

Basis of Inira-
company
Allocations
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Intra-company labor aliocation - other than operating division general office labor

Certain empioyee activities crass multiple rate divisions within an operating division.
The costs associated with such activities include iabor, benefits and associated taxes.

Atmas Pipeling — 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 Divisicn

Louisiana Division
Kentucky/Mid-States Division
Mid-Tex Division
Colorado-Kansas Division
Mississippi Division

Labor associated with cross-jurisdictional activities is allocated to each jurisdiction
based on the level of employee activity. The allocations are captured either through
direct time sheet entries or fixed labor distribution percentages.

General Ledger Entries: Example Only

[ ssuBUuO10 | [ SsU BU 010 ! | SS5U BU 010 |
Cash A/R from Assoc Co. Accounts Payable
Acct. 131 Acct. 146 Acct. 232
$500 (2a3) (2b) 5500 {2a) $500 $500 {2b)
Kansas Administration Northeast CO. Division
[CO/KS BU 060-Div 81] [ CO/KS BU 060-Div 33 | [CO/KS BU 060-Div 002]
Mains & Services Exp Mains & Services Exp A/R from Assoc Co.
Acct, 8740 Acct. 8740 Acct. 146
{1} 5250 (1} $280 $500 (2b)

[CO/KS BU 060-Div 20|

Accounts Payable

Acct, 232

(2B} $500|

Flow of Activity

$500 (1)

i1} Empioyee x lives in Coiorade and works 50% in Colorado and 80% in Kansas every maenth.
Time is captured through fixed labor distribution
{Za) Salary is paid to employee x
(2b) je is made to refieve payable in operating division
infarcompany Eniry generated by Oracle to keep Operating Divisions in sync
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Service:
Description:
Curren: Provider
of Service

Current Use of
Service

Basis for
atlocation
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Gas supply services between the operating divisions and an affiliate

Atmos Energy Services provides gas supply administrative services to the operating
divisions.

Atmos Energy Services, LLC

West Texas Division
Louisiana Division
Mid-States Division
Colorade-Kansas Division
Mississippi Division

Costs are charged directly 1o a specific service area in Atmos Energy Services which
is relative fo each location of the operating divisions (i.e. Georgia costs accumulated
in Atmos Energy Services are billed directly to the operating division for Georgia).
These costs are bitled to the operating divisions on a monthly basis.

Administrative charges are allocated to each region based on total throughput
volumes from the prior fiscal year (October | to Seplember 303.

General Ledger Entries: Example Oniy

{ AFE - BU 301 ] | AES - BU 30% | i AES - BL 361 ] AES -BU 301-Div 062" 3 [TRES - BU et ]
Cash Accounts Payable Oper Exp AR fram Assoe Ca. Misc Service Revenue
131 Acct, 232 Aot XXXx Aect. 146 Acct. 488
S50G (1) (4 $500 500 (1) (N 3509 2y 5100 $108 (2
i State Div Office Ji [ Shute Div Oifice_} Rate Div Difice 1

{CO/KE BU 066-Div 002 |

{COKS BU 060DV 3T} { CO/KE AU §86-Div 31 § { CO/KE BU 60-Div 33 }

AR from Assac Co.
Acct, 146

CQutsite Services Employed Admin Exp Transferred Admin Exp Transferred
Acci, 823 Acct, 922 Acct, 922

$100 (23

(2 100 TIO0 {2} {3 8100

“ Many rate division offices exist within the state in addion o Div 033,
> Far this example, this amount regresents the perlion of the bitlings altiboted fo the CO/KS division 31 state office

Fiow of Aclivity

1} simos Erergy Services (AES),

a subsidiary ef Alnas Energy Corporation incurmesd operaling éxpense

{2} AEE, bils various Almos operaling divisions for their Use of gas supply services
{3 Aftocatien from divisior 3% - Calorade Operating Division 1o Celorado rate divisions - Aliccated using the composHe faciorn,
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Service:
Description:
Current Provider
Of Services

Current Use of
Service

Basis for
allocation
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Atmos Pipeline — Texas Division taxes other than income faxes

Includes taxes other than income tax charged to cost center 9609 in Atmos Pipeline -
Texas Division

Atmos Pipeline — Texas Division

West Texas Rate Divisions
Kentucky/Mid-States Rate Divisions
Colorado-Kansas Rate Divisions
Mississippi Division

Costs are allocated o 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.

General Ledger Entries: Example Only

| BU 180 |
[ BU 180 ] { BU 180 i Taxes Other than
Cash Accounts Payable Income Taxes
Sub Acct. 9609
Acct. 131 Acct, 232 Acct. 4081
I 51,000 (1) 1 $1,000 $1,000 (1) 1 $1,000 $250 (2)

Genaral Office
CO/KS BU 060
Taxes Other than
Income Taxes
Acct, 408.1
2 $250 $125.00 (3}

State Div Office
CO/KS Div 031
Taxes Other than
Income Taxes
Acct. 408.1
(3) $125.00

$12.50 (4)

* Many rate division offices exist within the state in addition to Div 033.

Flow of Activity

{1) Taxes Other than Income Taxes incurred
{2) Alivcating Shared Services Expenses to General Offices - 25% Allocation rate for iflustration purposes only

{3} Allocating Shared Services Expenses to State Division Office - 60% Allocation rate for illustration purposes only
{4 Allocating Shared Services Expenses to Rate Division Office - 10% Allocation rate for illustration purposes only

{4)

Rate Div Office
CO/KS Div 033~

Taxes Other than
Income Taxes
Acct. 408.1

$12.50
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Service:
Description:

Current Provider
Of Services

Current Use of
Service

Basis for
allocation
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AES Retail Services
AES Retail services monthiy revenue

Atmos Energy Services LLC
Energas Energy Services Trust, Inc.

West Texas Rate Divisions
Kentucky/Mid-States Rate Divisions
Colorado-Kansas 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:

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.

The number of customers in each state as a percentage of the total number of
customers in Colorado-Kansas Division,

The totaf 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

Generat Office

{ BU 301 | { BU 305 ] CO/KS BU 060
Revenues from Revenues from Revenues from
Nonutility Operations Nonutility Operations Nonutiiity Operations
Acct. 417 Acct. 417 Acct. 417
N $1,000 {13 $2,000 3100 (1)
$200 (1}
Flow of Activity

(1) Revenuas from Nonutility Cperations incurred and affocated to General Offices
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VI Ifthe utility believes that specific cost assignments or allocations are
under the jurisdiction of another authority, the utility shall so state in its
CAAM and give a written description of the prescribed methods. Nothing
herein shall be construed to be a delegation of the Commission’s
ratemaking authority related to those assignments or allocations.

Cost allocations and assignments of shared services cost are subject to the regulations of
12 state commissions, as well as city officials in Texas. As such, the companies
allocation methodologies are designed to meet the ratemaking requirements of each of
those states. It is not the company’s intent to assign or allocate costs in such a manner
that would cause any of the state regulatory jurisdictions to delegate ratemaking authority
related to cost assignment or allocation.

V. (4504) FULLY DISTRIBUTED COST STUDY

a. The utility shall submit its fully disiributed cost siudy in both electronic and
paper format simultaneously with filing its CAAM for all Colorado divisions
and activities.

Please see the electronic copy of the excel file titled “FDCS ~ Inc Stmts Dec06 as
filed.xls” and also the submission of the paper copy entitled “ATMOS ENERGY
CORP Fully Distributed Cost Study™. The paper copy includes all of the workpapers
along with cross referencing for each page within the FDCS and a cross reference of
the workpapers to the applicable CAAM sections.

b. The utility shall prepare a FDC study that identifies all the nonregulated activities
provided by each division in Colorado.
Please reference the index in the fully distributed cost study for schedules 2 and 6-9

The FDC study shall show the revenues, expenses, assets, liabilities and
ratebase items assigned and allocated to each nonregulated activity.

Atmos provides only regulated, natural gas delivery services to its customers in
Colorado.

If the urility has more than one division (e.g., gas, eleciric, thermal or non-
wtility} in Colorado, the FDC study shall include a summary of all assigned
and allocated costs by division.

Please reference the index in the fully distributed cost study for schedules 15, 16, 17,
and 19.
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c.  Inpreparation of its FDC study, the utility shall complete an analysis of each
nonregulated activity to identify the costs that are associated with and/or should
be charged to each nonregulated activity fo ensure each nonregulated activity is
assigned and allocated the appropriate amount of revenues, expenses, assels,
liahilities and ratebase items.

As stated in section 4504(b), the Company only provides regulated gas services to its
customers in Colorado and does not provide services to any nonregulated activities.

d. If the CAAM is filed in connection with a rate case, the FDC study shall be
based on the same test year used in the utility's rate case filing. The utility's
FDC study shall include revenues, expenses, assets, liabilities and ratebase
items in order for the Commission to determine if all appropriate revenues,
expenses, assets, liabilities and ratebase items have been appropriately
assigned and allocated, and to determine the utility’s compliance with the
principles established in rule 4502. For each assignment and allocation the
utility shall:

(1) Identify the revenues, expenses, assets, liabilities and ratebase items by
account number, sub-account number and account description; and

Please reference the index in the fully distributed cost study for schedule 17.

(1) For each account in (I) above, identify the assignment and allocation
method used to assign and allocate costs in sufficient detail to verify the
assighment and allocation method used to assign and allocate costs to
Colorado divisions and activities is accuraie and consistent with the utility’s
CAAM methodology and reference the CAAM section that describes the
allocation.

Please reference the CAAM, appendix A, Attachment 2, excel file “Colorado
CAAM — Section 4504(d)(11).xIs”

(I1I) Provide the test year dollar itemized amounts of revenues, expenses,
assts, liabilities, and ratebase assigned and allocated to each Colorado
Division and non-regulated activity, the itemized amounts assigned and
allocated to the Colorado utility for regulated activities, the itemized amounts
assigned and allocated to the Colorado utility for Colorado nonregulated
activities; and the ifemized amounts assigned and allocated to other
jurisdictions.

Please reference the index in the fully distributed cost study for schedules 1, 2, and 3.

o 1 A
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e. Each utility shall maintain all records and supporting documentation
concerning its FDC study for so long as such study is in effect or are subject
to a complaint or a proceeding before the Commission.

Records are maintained at Atmos Energy Corporation headquarters located at 5430 LIBJ
Freeway, Dallas, TX 75240,

V. (4505) DISCLOSURE OF NONREGULATED GOODS AND SERVICES

Whenever a Colorado wtility engages in the provision or marketing of nonregulated
goods or services in Colorado that are not subject to Commission regulation, and the
Colorado wtility’s name or logo is used in connection with the provision of such
nonregulated goods and services in Colorado, there must be conspicuous, clear, and
concise disclosure to prospective customers that such nonregulated goods and
services are not regulated by the Commission. Such disclosure to prospective
customers in Colorado shall be included in all Colorado advertising or marketing
materials, proposals, contracts, and bills for nonregulated goods and services,
regardless of whether the Colorado utility provides such nonregulated goods or
services in Colorado directly or through a division or affiliate.

Please reference section 4502(h).

A e
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