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August 13, 2015

VIA HAND DELIVERY

Ms. Amy L. Gilbert
Secretary
Kansas Corporation Commission
1500 S. W. Arrowhead Road
Topeka, Kansas 66604-4027

Re: Application of Atmos Energy Corporation

Dear Ms. Gilbert:

Atmos Energy Corporation hereby transmits three (3) copies of its Application for
Adjustment of its Natural Gas Rates in the State of Kansas, together with three (3)
electronic copies of the Application, all in accordance with K.A~R~ 82-1-231.

Thank you for your consideration.

Sincerely,

Enclosures
cc: James H. Jeffries IV

James G. Flaherty

Atmos Energy Corporation
Colorado - Kansas Division

1555 Blake Street, Sulte 400 1 Denver CO 80202
P 303.831.5667 F 303.837.9549 Atmosenergy.com

20150813114434
Filed Date: 08/13/2015

State Corporation Commission
of Kansas
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Line
Number

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

Section 1
Section 2
Section2A
Section 2B
Section 2B
Section 2B
Section 3
Section 3A
Section 4
\VP 4-2
WP4-3
WP4-4
WP4-5
Section 4A
Section 5

WP 5-2
WP 5-3
WP 5-4
Section 6
WP 6-1
WP 6-1-1
WP6-2
Section 7
\VP7A
Section 7A
WP 7A-I
\VP 7A-2

Atmos Energy Corporation
Kansas Distribution System Filing Requirements

Test Year Ending March 31, 2015
Filing Schedule Index

Section and Description
Application and Transmittal
General Information and Press Release
Communities Affected

Number and Classification of Customers - Section 2 (iii)
Aggregate Annual Increase and Average Per Customer Increase - Section 2 (i) and (iv)
Summary of Reasons for Filing the Application - Section 2 (v)
Summary of Rate Base, Operating Income and Rate of Return
Summary of Adjustments to Rate Base, Operating Income and Rate of Return
Plant Investment
Functional Plant in Service Account 101 - Shared Services General Office
Functional Plant in Service Account 101 - Shared Services Customer Support
Functional Plant in Service Account 101 - ColoradolKansas General Office
Summary Plant in Service Account 101
Plant in Service - Kansas Direct
Accumulated Depreciation Account 108 - Kansas Direct and Allocated

Accumulated Depreciation Account 108 - Shared Services - Division 002 - General Office
Accumulated Depreciation Account 108 - Shared Services - Division 012 Customer Support
Accumulated Depreciation Account 108 - ColoradolKansas General Office - Division 030
Working Capital
Prepayments Account 165
Prepayments - Account 165
Underground Storage Gas - Account 164.1
Capital and Cost of Money
Consolidated Long-Term Debt Outstanding with Calculation of Effective Interest Rates
Consolidated Long-Term Debt Outstanding
Consolidated Long-Term Debt - Unamortized Discount Acct 2260
Annualized Amortization of Debt Expense and Debt Discount
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Line
Number

28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53

Atmos Energy Corporation
Kansas Distribution System Filing Requirements

Test Year Ending March 31, 2015
Filing Schedule Index

Section and Description
Section 7B Interest Coverage Computation - Atmos Consolidated
Section 8A Consolidated Balance Sheet
Section 8B Consolidated Statements Of Income
Section 8C Consolidated Statements Of Shareholders' Equity
Section 8D Operating Revenue and Expenses by Primary Account
Section 8E Operating Statistics per Annual Report Filing For Test Year Ended March 31, 2015
Section 8F Operating Statistics per Annual Report Filing for Test Year Ended March 31, 2014
Section 8G Operating Statistics per Annual Report Filing For Twelve Months Ended December 31,2012
Section 8H-I Operating Statistics per Annual Report Filing For Twelve Months Ended December 31, 2012
Section 8H-2 Operating Statistics Per Annual Report Filing For Twelve Months Ended December 31,2012
Section 81 Operating Statistics per Annual Report Filing For Twelve Months Ended December 31,2013
Section 8J-1 Operating Statistics Per Annual Report Filing For Twelve Months Ended December 31,2013
Section 8J ...2 Operating Statistics Per Annual Report Filing For Twelve Months Ended December 31, 2013
Section 8K Operating Statistics per Annual Report Filing For Twelve Months Ended December 31, 2014
Section 8L-I Operating Statistics Per Annual Report Filing For Twelve Months Ended December 31, 2014
Section 8L-2 Operating Statistics Per Annual Report Filing For Twelve Months Ended December 31, 2014
Section 9 Test Year and Pro-forma Income Statements
WP 9-1 Operation and Maintenance Expenses
WP 9-1-1 Detail Trial Balance - Income and Expense Account Per Book Activity
WP 9-1-2 Analysis of Account 922 Activity
WP 9-2 Labor Expense Adjustment
WP 9-2-1 GIL Labor Analysis - Sub Accounts 01000, 01001, 01003, 01006,01008,01009
WP 9-2-2 Kansas Three Year Average Labor Expense Rate
WP 9-2-3 GIL Labor Analysis - Sub Accounts 01000, 01001, 01003, 01006,01008,01009
WP 9-2-4 GIL Labor Analysis - Sub Accounts 01000, 01001, 01003, 01006,01008,01009
WP 9-2-5 General Office and Customer Support Gross Labor Expense Recapitalization - Used for the

Determination of Gross Labor Expense/Capitalization Percentages
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Line
Number

54
55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71
72
73

74
75
76
77
78
79
80

WP 9-3
WP9-4

WP 9-4-1
WP9-5
WP 9-5-1

WP9-6
WP 9-6-1
WP9-7
WP 9-8
WP 9-9-1
WP 9-9-2

WP 9-10
WP 9-11
WP 9-12
Section 10
WP 10-1
WP 10-2
WP 10-3
WP 10..4

WP 10-5
Section 11
WP 11-1
WP 11-2
WP 11-3
WP 11-4
WP 11-5

WP 11-6

Atmos Energy Corporation
Kansas Distribution System Filing Requirements

Test Year Ending March 31, 2015
Filing Schedule Index

Section and Description
Benefits Expense Adjustment
American Gas Association (rtAGA") Dues Adjustment

American Gas Association Recoverable Dues Calculation
Charitable Donations Adjustment
Per Book Analysis of Donation Sub Accounts
Rate Case Expense Adjustment
Rate Case Expense - Current Estimate
Miscellaneous Expense Adjustment

Computation of Per Books, Allocated, Income Statement Items
Pension/Post Retirement Benefits Adjustment - Kansas Direct
Pension/Post Retirement Benefits Adjustment - Shared Services
Advertising Expense Adjustment
Blank Sheet

Chamber of Commerce Dues Adjustment
Depreciation and Amortization Expense

Depreciation Adjustment Kansas Direct Plant

Depreciation Adjustment General Office Division 002
Depreciation Adjustment Customer Support Division 012
Depreciation Adjustment Division 030 - Colorado/Kansas General Office
Depreciation Expense Sub Account Analysis
Taxes Other Than Income Taxes
Taxes Other Than Income Taxes, Account 4081, Per Books
Ad Valorem Tax Adjustment
Total Kansas Direct Ad Valorem Summary, Account 4081 Per Book
Blank Sheet
Payroll Tax Adjustment

Kansas Corporation Commission Assessment (UKCCA") Adjustment - Account 4081.30112
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Line
Number

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
106

Section lIB
WP I1B-l
Section lIe
Section lID
Section lIE
WP IlE-l
Section 12
Section 13
Section 14
Section 14A
VIP 14-1
VIP 14-1-1
VIP 14-2
WP 14-3
VIP 14-4
VIP 14-4-1
Section 14C
Section 14D
Section 15
Section 16
Section 17
VIP 17-2
WP 17-3
VIP 17-4
VIP 17-5
Section 18

Atmos Energy Corporation
Kansas Distribution System Filing Requirements

Test Year Ending March 31, 2015
Filing Schedule Index

Section and Description
Computation of Income Taxes
Computation ofPro-fonna Interest Expense, Long-Term Debt
Computation of Federal Income Taxes
Schedule of Investment Tax Credits
Schedule of Accumulated Deferred Income Taxes
Computation of Accumulated Deferred Income Taxes
FY 2015 Allocation Factors - Cost Based on the 12 Month Period Ended September 30,2014
Annual Report to Stockholders and the u~s .. Securities and Exchange Commission
Class Cost Allocation Study
Summary of Other Rate Base Components
Construction Work in Progress (CWIP) Adjustment
Construction Work in Progress (CWIP) Account 107
Customer Advances for Construction - Account 252
Customer Deposits Account 235
Accumulated Deferred Income Taxes (ADIT) - Accounts 1900, 2550,2820, 2830
Accumulated Deferred Income Taxes (t1ADITU

)

Computation of Interest on Customer Deposits
Depreciation Study
Nat Applicable
Audited Financial Statements
Summary of Revenue at Present and Proposed Rates
WNA Volume Adjustment
Other Revenues Adjusted
Industrial Account Adjustments
Proration of Bill Counts for Sales Service Customers
Proposed Tariff Schedules
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BEFORE THE STATE CORPORATION COMMISSION
OF THE STATE OF KANSAS

In the Matter of the Application of Atmos Energy
Corporation for Adjustment of its Natural Gas
Rates in the State of Kansas

)
)
)

Docket No~ 16-ATMG-~_-RTS

APPLICATION

Atmos Energy Corporation ("Atmos Energy") files this Application to make changes in its

charges for natural gas service under K~S~A~ 66-117, K~S~A~ 66-1,200, et seq .. , and K~A~R~ 82-1-231 ..

In support thereof, Atmos Energy respectfully states:

1~ Atmos Energy is a natural gas public utility operating in the State of Kansas pursuant

to certificates of convenience and necessity issued by the State Corporation Commission of the State

of Kansas ("Commission"). Atmos Energy's principal place of business within the State of Kansas

is located at 25090 w~ 110 th Terr., Olathe, Kansas 66061~

2~ Pleadings, notices, orders and other correspondence and communication regarding

this Application should be sent to:

James Price
Attorney
Atmos Energy
p~ O. Box 650205
Dallas, Texas 75265-0205
JaUles.Price@Atrnos.Energy.com

Jennifer G .. Ries
Division Vice President, Rates and Regulatory Affairs
Atmos Energy
1555 Blake Street, Suite 400
Denver, Colorado 80202
Jennifer.Ries @ AtlllosEn.ergy.con!

James H .. Jeffries N
Moore & VanAllen PLLC

. 100 North Tryon Street
Charlotte, North Carolina 28202-4003
iirnjeffries@mvalaw.com



James G. Flaherty
Anderson & Byrd, LLP
216 S. Hickory, P .. O~ Box 17
Ottawa, Kansas 66067
jflaherty@andersonbyrd.com

3~ Atmos Energy provides retail natural gas service to approximately 131,000

customers in Kansas, including natural gas service to 107 communities and one unincorporated

irrigation customer in 33 counties. Atmos Energy filed its last rate case in January 2014, in Docket

No, 14-ATMG-320-RTS ("320 Docket"). That rate case filing was based upon a test year that

ended September 30, 2013. Several factors make the filing of this rate application necessary at this

time, Atmos Energy has made a significant investment in plant since its last rate case filing.

Although Atmos Energy has aggressively managed expenses, it has also experienced increases in

wages, medical expenses, material and supplier costs.. This Application supports Atmos Energy's

request for an increase in its revenue requirement

4~ The testimony of eleven" witnesses and the schedules required by K~A~R~ 82-1-231

are filed in support of this Application. The testimony and schedules show that as of March 31,

2015, Atmos Energy's adjusted rate base for Kansas operations was $205,975,120~ The earned

return on Kansas gas operations investment was 5~73%~ The schedules filed with this Application

establish a gross revenue deficiency of $6~6 million based upon normalized operating results for the

12 months ended March 31, 2015, adjusted for known and determinable changes in revenues,

operating and maintenance expenses, cost of capital, taxes and the proposed rate case expense

surcharge, Atmos Energy's request for an overall revenue increase of $6~6 million is the result of

increasing base rates by $5.7 million, proposing a rate case expense surcharge of $0.950 million and

rebasing amounts currently collected through the Gas System Reliability Surcharge Rider (rTGSRS")

of $O~388 million and rebasing $0,,078 million of our Ad Valorem Tax Surcharge Rider ("AVTS").
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The $0.467 million attributable to those riders will be moved into base rates.

5. Presently effective rates do not produce sufficient revenues to cover the reasonable

cost of Atmos Energy's continued ability to render reasonably sufficient and efficient service. The

existing retail natural gas rates of Atmos Energy are not just and reasonable in that its jurisdictional

earnings are deficient. Atmos Energy must earn a reasonable return on its property dedicated to

public service in order to acquire necessary capital at reasonable rates, carry out new construction,

provide adequate gas supplies of gas and render the quality of service the public requires. The

current return to Atmos Energy is not just and reasonable, Atmos Energy's proposal to increase its

revenues will result in an overall rate of return of 8.48%.

6. Atmos Energy is filing a new depreciation study and depreciation rates for its Shared

Services and Colorado/Kansas General Office divisions as part of this Application. The

depreciation rates for the Kansas Division direct general plant in service used in this rate case were

approved by the Commission in Docket No. 12-ATMG-564-RTS~

7. With respect to rate design, Atmos Energy is proposing a traditional two part rate

design with an increase in the monthly facility charge, which as explained by Atmos Energy

Witness Paul Raab in his testimony, will more appropriately provide for recovery of fixed utility

costs.

8. Atmos Energy is also seeking to establish an Annual Review Mechanism ("ARMU
)

which is a formula rate mechanism that would provide a streamlined and cost effective annual

review of the utility's cost of operations and actual return on equity. The ARM addresses current

capital investment levels and eliminates the frequent comprehensive rate cases, GSRS and Ad

Valorem Tax. Surcharge filings that would occur otherwise because the ARM will adopt all of the

regulatory procedures, principles, and the rate of return established by the Commission in the Order

3



issued in this docket Additionally, Atmos Energy is requesting approval of a System Integrity

Program Tariff ("SIP")~ The SIP would allow the Company to accelerate its progress in the

replacement of obsolete materials in the Kansas system and would provide for quarterly updates to

rates for approved completed projects. The SIP is proposed for a 5-year pilot term. These tariffs,

explained by Atmos Energy Witness Gary L.. Smith, among others, ensure that rates are set

appropriately.

9~ In the event that the Commission declines approval of the proposed ARM

mechanism, Atmos Energy requests permission from the Commission to make an "abbreviated

filing" pursuant to K~A~R .. 82-1-231(b)(3)(A) within 12 months of the Commission's Order in this

docket In such proceeding, Atmos Energy would propose to update rates to reflect new

infrastructure investment that is not included in rates and is not eligible for recovery under the

utility's GSRS tariff but will have been placed in service by the time the audit of the abbreviated

filing is completed. In connection with this request, Atmos Energy agrees that if it makes a filing

pursuant to K~A~R~ 82-1-231(b)(3)(A), it will adopt all of the regulatory procedures, principles, and

the rate of return established by the Commission in the Order issued in this docket..

10.. The total adjustment in rates requested in this Application is just and reasonable and

in the public interest. The request to change Atmos Energy's schedules of charges is proposed to

allow Atmos Energy to maintain financial integrity and to permit it to continue to make capital

investment in its distribution system for the benefit of the public..

11. Atmos Energy has on file with the Commission certain schedules of charges and

rates for its natural gas service. Atmos Energy desires to withdraw certain of the schedules and file

new ones in accordance with Section 18 filed in support of this Application, The charges reflect

the effects of the requested revenue increase and the proposed changes in rate design and General
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Terms and Conditions. Atmos Energy proposes that the revised schedules become effective thirty

(30) days from the date of this filing, as permitted by law, or at such otherdate as the Commission

may by order prescribe.

WHEREFORE, Atrnos Energy respectfully requests the approval and consent of the

Commission to withdraw and cancel its natural gas rate schedules and other provisions of its tariffs

and to substitute therefore and place in effect the rate schedules and other provisions contained in

Section 18 of the Application, which will provide a gross annual revenue increase of $6~6 million;

for approval of the proposed annual rate mechanism; in the alternative, for authority to make an

"abbreviated filing" pursuant to K ..A.R. 82-1-231(b)(3)(A) within 12 months of the Commission's

Order in this docket to update its rates to reflect new infrastructure investment that is not included in

rates and are not eligible for recovery under the utility's GSRS tariff, but will have been placed in

service by the time the audit of the n abbreviated filing" is completed; for approval of the proposed

SIP mechanism; and for such other relief as may be necessary and appropriate in this case.

Ja es G. aherty, #11177
A E ON & BYRD, LLP
216 S. Hickory, P. O. Box 17
Ottawa, Kansas 66067
(785) 242-1234, telephone
(785) 242-1279, facsimile

James H. Jeffries IV
MOORE & VAN ALLEN PLLC
100 North Tryon Street
Charlotte, North Carolina 28202-4003
jill1jefiries@ulvalaw.com

Attorneys for Atmos Energy
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VERIFICATION

STATE OF KANSAS )
) ss:

COUNTY OF FRANKLIN )

James G~ Flaherty, being duly sworn on oath, states: That he is an attorney for Atmos

Energy; that he has read and is familiar with the foregoing Application, knows the contents thereof;

and that the statements contained therein are true and correct

SUBSCRIBED AND SWORN to before me this 7th day of August, 2015.

•

" "" NOTARY PUBLIC •Slate 01 Kansas
~ RONDAROSS~=;= My Appt Exp.ffL~/f{

Appointment/Commission Expires:

~&.6=
Notary Public
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