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REVIEW OF NASHVILLE GAS COMPANY'S IPA ) DOCKET NO. 05-00165 
RELATING TO ASSET MANAGEMENT FEES ) 

JOINT REQUEST FOR APPROVAL OF PROPOSED SETTLEMENT AGREEMENT 
OF NASHVILLE GAS COMPANY, THE OFFICE OF ATTORNEY GENERAL, 

CONSUMER ADVOCATE AND PRO'TECTION DIVISION, AND THE AUDIT STAFF 
OF THE TENNESSEE REGULATORY AUTHORITY 

Nashville Gas Company, a division of Piedmont Natural Gas Company, Inc. ("Nashville 

Gas" or the "Company"), the Office of the Attorney General, Consumer Advocate and Protection 

Division ("CAPD"), and the Tennessee Regulatory Authority Audit Staff ("Audit Staff') 

(collectively the "Settling Parties"), through counsel, respectfully request approval by the 

Tennessee Regulatory Authority ("Authority") of the attached Proposed Settlement Agreement 

and exhibits in resolution of all pending issues in this proceeding. In support of this request, the 

Settling Parties respectfully show unto the Authority, as follows: 

1. At the Authority Conference conducted on June 13, 2005, in Docket No. 04- 

00290, the Authority determined to establish a contested case proceeding to address issues 

related to the inclusion of asset management fees in Nashville Gas Company's lncentive Plan 

Account ("IPA). 

2. This determination was reflected in the Authority's September 6, 2005 Order 

Adopting lncentive Plan Account Filing of Nashville Gas Company for Year Ended June 30, 

2004 in Docket No. 04-00290, in which the Authority directed that a separate proceeding be 

established "to resolve the issue regarding the inclusion of the asset management fees into the 

Company's IPA, including shared savings." 



3. At the Authority Conference held on June 27, 2005, the Authority formally 

established a contested case proceeding for this purpose in Docket No. 05-00165. 

4. The Authority's establishment of this proceeding was reflected in the Authority's 

July 12, 2005 Order Convening Contested Case Proceeding and Appointing A Hearing Officer. 

5. On November 28, 2005, the Hearing Officer issued her Order Establishing 

Procedural Schedule in Docket No. 05-00165 in which she established a schedule for the taking 

of discovery and filing of testimony and tentatively scheduled a hearing for the week of May 15, 

2006. 

6. The testimony and hearing schedule established by the Hearing Officer was 

subsequently amended on several occasions and ultimately stayed upon the unanimol~s 

request of the Settling Parties in order to permit those parties to pursue settlement discussions. 

7. Both prior to and following the stay of proceedings in this docket, the Settling 

Parties engaged in extensive discussions of a variety of issues relating to Nashville Gas' 

Service Schedule 316 ("IPA tariff'). These discussions involved multiple meetings between 

representatives of the Settling Parties, the proffer of numerous settlement offers, and the 

exchange of information on a variety of subjects relating to Nashville Gas' IPA tariff and other 

subjects. 

8. These discussions initially lead to an agreement in principle and ultimately to a 

cornprehensive agreement between the Settling Parties that covers a range of subjects relating 

to Nashville Gas' IPA tariff. That settlement is reflected in the Proposed Settlement Agreement 

and accompanying exhibits attached hereto and incorporated herein by reference. 

9. The primary attributes of the Proposed Settlement Agreement include the 

following modifications and improvements to Nashville Gas Company's IPA tariff and the 

procedures utilized by the Company in adn-~ir~istering that tariff: 



a. Elimination of varying sharing bands under the commodity and capacity 

management mechanisms in favor of a straight 75/25 sharing ratio to be 

effective as of July 1, 2006; 

b. Maintenance of the Company's overall annual incentive cap of $1.6 

million; 

c. Expansion of the existing tariff language to expressly include asset 

management fees and other forms of compensation received for capacity 

management activities; 

d. Adoption of more explicit RFP procedures for asset management 

transactions, effective upon approval of the Proposed Settlement 

Agreement; 

e. Adoption of a triennial review procedure of IPA operations by an outside 

consultant beginning in the fall of 2008; 

f. Clarification of the benchmark formula for commodity management 

activities to accommodate new deliveries from the Chicago hub; and 

g. Modification and clarification of the provisions governing the manner in 

which hedging is conducted under the IPA, including a cap on 

recoverable hedging costs equal to 1% of total annual gas costs and the 

recording of hedging gains and losses in the ACA account. 

10. The Settliqg Parties submit that the substantive terms of the Proposed 

Settlement Agreement, which are the product of exhaustive negotiations and substantial 

compromise between the Settling Parties, are just and reasonable and in the public interest and 

should be approved. 

11. The Settling Parties wish to advise the Authority that despite meaningful 

discussions regarding the issue, they were unable to incorporate Director Roberson's 

suggestion that certain low income assistance be funded through a settlement of IPA issues in 



the Proposed Settlement Agreement. The primary reason for this inability to incorporate this 

mechanism into the settlement was the advanced stage of the settlement negotiations at the 

time of Director Roberson's suggestion. Each of the Settling Parties represent that they are, 

nonetheless, willing to engage in discussions regarding low income assistance in the context of 

the Authority's ongoing Energy Task Force activities or otherwise. 

WHEREFORE, the undersigned Settling Parties respectfully request Authority approval 

of the attached Proposed Settlement Agreement in resolution of all pending issues in this 

proceeding. 

.& 
Respectfully submitted, this the 5 day of June, 2007 

NASHVILLE GAS COMPANY 

P/& 
R. Dale Grimes 
Bass, Berry & Sims PLC 
31 5 Deaderick Street, Suite 2700 
Nashville, Tennessee 37238-300 1 
Telephone: 6 15-742-6244 

-l'&#w+d 
Vice President and General Counsel 
Piedmont Natural Gas Company. Inc. v / w  P.O. Box 33068 
Charlotte, NC 28233 
Telephone: 704-731 -4261 

OFFICE OF THE ATTORNEY GENERAL, 
CONSUMER ADVOCATE AND PROTECTION 
DIVISION 

Office of the Attorney General 
Consumer Advocate and Protection Division 
P.O. Box 20207 
Nashville, Tennessee 37202 
(6 1 5) 74 1 -3549 










































