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13. Can the Company propose an alternate method to provide customers interested in
energy savings the necessary materials at cost, so the cost is placed on the cost-causer
without recovering from the gas customers who may not participate in the proposed School
Energy Pledge Program?

Response: This proposed School Energy Pledge™ (“SEP”) Program was selected by the
Company because the assemblies, curricula, and program support for SEP go far beyond
installing selected energy efficiency measures. In other words, the SEP is far more than what
is represented by the materials in the supplied toolkits. This program teaches the importance
of natural resource stewardship, inspires action, and changes attitudes and behaviors. SEP
captures and focuses the energy and enthusiasm of young students to create change within
their homes. The SEP’s benefits are measurable and verifiable, as described in the
Company’s filing.

As an energy efficiency resource program, the SEP program is a least cost alternative to
utility supply-side options (i.e., natural gas and natural gas fired electric generation). As such,
program economic benefit is measured in terms of avoided utility supply-costs. Recovering
all costs of program materials and administration exclusively from the participating
customers (described in the question above as “cost-causers”) would serve as a barrier to
program participation and conflict with the primary design objective in planning and
administering an energy efficiency program. As explained in the pre-filed testimony of Ms.
Powers at pages 19 - 20, the Company used both the Total Resource Cost (“TRC”) and the
Utility Cost Test (“UTC”) to measure effectiveness of the proposed. Because the SEP as
proposed by the Company was determined to have a TRC test ratio of 3.59:1 and a UCT ratio
of 2.86:1, all customers (both participating and non-participating) will benefit from the SEP
as proposed. While cost causation is an important rate design concept, the equities of
requiring all who benefit to share in the costs of a program is also important as a rate design
consideration.

In light of the merits of the SEP program, the Company has not prepared an alternative
program or method to propose at this time.

Response provided by Piedmont Natural Gas on October 19, 2011.
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14. Discuss the qualifications a school must possess in order to be considered for
participation in the School Energy Pledge Program. Has Piedmont developed a list of
targeted schools for participation?

Response: The Company will consider all school districts that overlap its service
territory. The Company plans to focus its program efforts, at least in the first few years of
operation, on the early-mid elementary grades of schools with district populations that have
significant or near complete overlap with the Company’s service territory. In other words,
Piedmont’s prioritization of targeted schools will begin with those well within its service
territory rather than those on the periphery of its service territory. Targeting of and
communication with specific schools would begin upon the Authority’s approval of the SEP
program, as would the development of the school-specific program materials and curricula.
Assuming Authority approval is granted in early Spring 2012, first SEP Program assemblies
with students and teachers would be occurring midway during the 2012 Fall semester.

Response provided by Piedmont Natural Gas on October 19, 2011.
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15. Does Piedmont plan to provide energy efficiency toolkits to non Piedmont customers
at the expense of ratepayers?

Response: No.

Response provided by Piedmont Natural Gas on October 19, 2011.
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16. Are there any circumstances in which a family would be precluded from participating
in the School Energy Pledge Program? Explain.

Response: Children who live in homes that are not served as a customer of Piedmont
Natural Gas will not receive the energy efficiency toolkits for their home. However, those
children will still be able to participate in the school assembly program and classroom-based
learning segments of the SEP Program. For those children living in homes served as a
customer of Piedmont Natural Gas, receipt of the toolkit is contingent upon the
parent/guardian agreeing to implement the energy efficiency measures in the home.

Response provided by Piedmont Natural Gas on October 19, 2011.
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17. Page 9 of Exhibit PKP-2 states that “the program manager will attend regulatory and
other stakeholders meetings to present and discuss program operations and performances.”
Is the cost of these visits built into rates or will this be an additional cost?

Response: This will not be an additional program cost; it will be covered within the
annual SEP program expense in the cost of service.

Response provided by Piedmont Natural Gas on October 19, 2011.
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18. Page 17 of Exhibit PKP-2 states that the School Energy Pledge Program for
Duquesne Light Company was suspended due to a competitive bidding process. Please
explain and whether the program in its entirety has been reestablished.

Response: The SEP Program is currently active and in operation by Dusquene Light. It
is Piedmont’s understanding that Dusquene’s operation of the SEP Program was delayed for
2 months (January and February 2010) pursuant to a decision to conduct a competitive
bidding process for the program administration.

Response provided by Piedmont Natural Gas on October 19, 2011.
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20. Is there any cost to participants in the School Energy Pledge Program other than the
cost built into rates for Piedmont’s customers?

Response: No.

Response provided by Piedmont Natural Gas on October 19, 2011.
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22. Explain and provide calculations supporting the Company’s growth rates (including
all referenced material).

Response: The growth rates embedded in the Company’s projection of residential and
commercial sales revenues can be found in the worksheets provided in MFR 25, file 3 (“3 -
Adjustment_1 & 4_TN 2011 Rate Case Proforma Revs.xls.” These worksheets were used to
develop Exhibit__(DRC-1), which shows the pro forma revenues for all gas sales and
transportation service. Specifically, the residential and commercial customer growth rate
calculations can be found on tab “Customer Growth” in file 3. On this tab, rows 11 thru 17
lay out the net customer growth trend -- the % change in number of residential and
commercial customers. This projected growth rate is calculated off the actual customer count
by class in March 2011 and the projected net customer additions for March 2012 and 2013.
Cells F16 and F17 on this tab show that the calculated net residential customer growth rate
for March 2011 to March 2012 is expected to be 0.67%, and 0.17% for March 2012 to March
2013. The projected commercial customer growth rates for these periods are likewise shown
in cells I16 and I17. Rows 26 thru 62 on this tab break this customer growth projection out
by month. The rows highlighted in blue on this tab (rows 50 thru 61) represents the months
of the Attrition Period. The projected monthly Attrition Period customer counts shown on
this tab respectively feed into the tabs “Res Value”, “Res Standard”, “Small Gen Value”,
“Small Gen Standard”, “Med Gen Value”, “Med Gen Standard” – see the calculations in the
column for Base Cust shown on rows 77 thru 88 in each of these 6 tabs. On the tab “Pro
Forma Revs”, the Attrition Period Billing Determinants (column 5) for the rows labeled
“Bills”, “Bills – winter” or “Bills – summer” by rate schedule reflect the seasonal
aggregation of the projected customer counts by month shown in rows 77 thru 88 of each of
the 6 rate schedule tabs.

Response provided by Piedmont Natural Gas on October 19, 2011.
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23. Explain and provide calculations supporting the Company’s volumetric growth
(including all referenced material).

Response: The volumetric growth (increase in usage of gas by customer class) is
embedded in the Company’s projection of residential and commercial sales revenues and can
be found in the worksheets provided in MFR 25, file 3 (“3 - Adjustment_1 & 4_TN 2011
Rate Case Proforma Revs.xls”. These worksheets were used to develop Exhibit DRC-1,
which shows the pro forma revenues for all gas sales and transportation service.

Specifically, see the monthly Attrition Period usage projection by rate schedule in the tabs
“Res Value”, “Res Standard”, “Small Gen Value”, “Small Gen Standard”, “Med Gen Value”,
“Med Gen Standard.” In each of these tabs, a regression analysis is performed on the per
customer usage by month during the Test Period, in order to determine the weather-
normalized characteristics of usage by customers in that rate class – i.e. the Heat Factor and
the Base Factor. These factors are applied to the forecasted customer count in each month of
the Attrition Period, considering the normal degree days associated with each of those
months, to arrive at a calculated total volumetric usage by month for customers represented
under that rate schedule. See the calculations in the columns for Base Vol, Heat Vol and
Total Vol shown on rows 77 thru 88 in each of these 6 tabs, for projected usage by month of
the Attrition Period. On the tab “Pro Forma Revs,” the Attrition Period Billing Determinants
(column 5) for the rows labeled “Winter” or “Summer” by rate schedule reflect the seasonal
aggregation of the projected volumetric usage by month shown in rows 77 thru 88 of each of
the 6 rate schedule tabs.

Response provided by Piedmont Natural Gas on October 19, 2011.
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28. Using PKP-1, Schedule1, Page 1, price-out attrition period revenues at current rates
by providing the attrition period billing determinates multiplied by the current rates.

Response: Attrition Period revenues priced out at current rates are shown in MFR 25, file
3 (3 - Adjustment_1 & 4_TN 2011 Rate Case Proforma Revs.xls), tab “Pro Forma Revs”,
Column 7. In keeping with basic ratemaking principles, current Clean Rates (current TRA-
approved rates exclusive of temporaries, such as the ACA surcharge and the IPA surcharge)
were used for this calculation.

Response provided by Piedmont Natural Gas on October 19, 2011.
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56. Provide support for the 3% increase in Insurance Expense projected in 2012 and
2013.

Response: Piedmont estimated the increase in insurance expenses for 2012 and 2013,
primarily based on anticipated market trending (which generally follows inflationary
projections) for this expense category. As explained in the Company’s response to Item 57
of this data request, currently all but two of current invoices for insurance premiums reflect
coverage that is prior to the Attrition Period. The Company will soon (within the next two
weeks) be receiving and paying the invoices for coverage that extends into the Attrition
Period. The amounts on these forthcoming actual invoices can be used in further
enhancement of the calculation of the Attrition Period expense for Insurance, as shown in
MFR 25, file 22 (Adjustment_5O_Insurance Expense Attrition Adjustment.xls). Once
received, the Company will submit copies in a supplemental response to data request item 57,
as well as provide an update to MFR 25, file 22 incorporating these latest actual insurance
premium expense amounts.

Response provided by Piedmont Natural Gas on October 19, 2011.
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57. Provide the most current invoice for each type of insurance contained in Insurance
Expense.

Response: See attached CONFIDENTIAL invoices and excel schedule with letter
references to the invoices. These are the most recent invoices on hand. All but two of them
reflect coverage that is prior to the Attrition Period.* The Company will soon (within the
next two weeks) be receiving and paying the invoices for coverage that extends into the
Attrition Period. The amounts on these forthcoming actual invoices can be used in further
enhancement of the calculation of the Attrition Period expense for Insurance, as shown in
MFR 25, file 22 (Adjustment_5O_Insurance Expense Attrition Adjustment.xls). Once
received, the Company will submit copies in a supplemental response to this data request
item, as well as provide an update to MFR 25, file 22 incorporating these latest actual
insurance premium expense amounts.

* The two are labeled “Q” and “V” in the attachment.

Response provided by Piedmont Natural Gas on October 19, 2011.
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58. Provide lease agreements for each expense contained in Rent Expense.

Response: Certain lease agreements related to the Attrition Period were provided in MFR
53. These corresponded to the detail provided in MFR 25, file 25 (25 -
Adjustment_5R_Rents Attrition Adjustment_rd.xls), tab “Attrition Year calc.” For clarity,
attached are copies of the relevant sections of the confidential lease agreements provided in
MFR 53, with the rental amount provisions marked-up in red.

CONFIDENTIAL:

Page 1 of 2
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Response provided by Piedmont Natural Gas on October 19, 2011.
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59. Provide a detailed explanation of activities included in Other Employee Benefits and
Training Expense.

Response: The category of Other Employee Benefits and Training expense includes the
cost of tuition and fees paid for qualified educational courses completed by employees, costs
and expenses incurred when relocating an employee as part of their employment, uniforms
and safety work apparel for field employees, and miscellaneous employee benefits such as
service and recognition awards. Expenses for certain health and wellness activities are also
included in miscellaneous employee benefits; the Company's support of employee health and
wellness is intended to create a healthier employee population that we hope will reduce
healthcare costs, reduce disability and worker's compensation claims and improve
productivity and reduce absenteeism. Training expenses include the costs of personnel
attending training delivered through internal technical training classes or other Piedmont-
delivered training, and the costs of personnel attending external training including
conferences, seminars, continuing education for professional certifications and other courses
not part of the Company’s tuition reimbursement program.

Response provided by Piedmont Natural Gas on October 19, 2011
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60. Provide documentation of Authority approval in Docket 03-00313 of an annual
expense recovery of $8,673 used to calculate the unamortized balance of environmental
cleanup expense on MFR 25/Adjustment 19_ 5L Deferred Environmental Clean-up
Attrition.

Response: Docket 03-00313 was a settled rate case and consequently did not include a
detailed listing of approved expense recoveries. The TRA approved the settlement reached
by the Company and the CAPD. That settlement included an annual amortization of $8,673
for environmental cleanup expenses. To provide the requested documentation, a copy of the
Company’s workpaper from the last rate case is provided. It shows the deferred
environmental cleanup expense balance at that time of $17,345, to be amortized over 2 years,
yielding an annual regulatory amortization expense amount of $8,673.

Response provided by Piedmont Natural Gas on October 19, 2011.
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61. Provide documentation of TRA approvals of deferred pension expense recovery
ordered in Docket Nos. 99-00994 and 03-00313 supporting the calculations in Company
worksheet ADJUSTMENT_5K_DEFERRED PENSION ATTRITION ADJUSTMENT.XLS.

Response: Attached are copies of the Orders issued by the TRA in Dockets Nos. 99-
00994 and 03-00313. Also attached is the Order issued in Docket No. 96-00977, which is
the rate case where the TRA originally established the deferred treatment for pension
expense related to funding contributions the Company makes to its defined benefit pension
plan. The clarifying Order dated June 9, 1997 in Docket No. 96-00977 on page 4 strikes
certain language included in the February 19, 1997 Order in the docket and replaces it with
the following: “Further, the Authority will permit the Company to establish a deferred asset
for the difference between the amount of funded pension expense recognized in the
Company’s late rate case – in this case, zero – and the amount of pension expense funded in
the future. In future rate cases, the amount of funded expense that has been deferred will be
recognized and rates awarded to recover it.”

The Company has adhered to the deferred treatment for pension funding expense as first
ordered by the TRA in Docket No. 96-00977; namely, the Company established a regulatory
asset for this matter and has made accounting entries to it according to the methodology
described on page 4 of the TRA’s June 9, 1997 Order. And in the Company’s two
subsequent rate cases since that time, indeed the Company’s deferred funded pension
expense was recognized and rates were awarded to recover it. Specifically, the amount of
deferred pension expense awarded in rates to Piedmont in its 1999 and 2003 rate cases was
refreshed to reflect the current deferred pension balance at that time and a specific
amortization period.

In the July 18, 2000 Order in the Company’s 1999 rate case (Docket No. 99-00994),
paragraph 8 on page 6 remarks on the TRA-approved Stipulation in this docket which
allowed the Company to “amortize the previously established regulatory asset for deferred
pension costs of $1,016,093 over a period of five years, beginning with the effective dates of
rates approved herein.” This yields a regulatory amortization amount of $203,220 (rounded)
per year [or $16,935 per month] for deferred pension funding expense. Following this 1999
rate case Order, the Company thereafter adjusted its accounting entries to the regulatory asset
to reflect this new, approved annual rate recovery amount of $203,220.

In the July 15, 2004 Order in the Company’s 2003 rate case (Docket No. 03-00313), the
Company’s deferred pension account balance and settled regulatory amortization period were
not cited, since the Stipulation in that proceeding did not include a detailed listing of expense
recoveries. However, the Authority approved the settlement in Docket No. 03-00313 and,
accordingly, the Company recognized the updated regulatory amortization for pension from
that proceeding. To provide the requested documentation from this rate case, a copy of the
Company’s workpapers on pension from the 2003 rate case is provided. See the
CONFIDENTIAL excel attachment.

Page 1 of 2
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CONFIDENTIAL:

Response provided by Piedmont Natural Gas on October 19, 2011.
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69. Is the unamortized balance for environmental clean up costs included in rate base? If
so, please identify the amount and where it is included. Please provide an explanation as to
why this deferred amount should or should not be included in rate base.

Response: Exhibit PKP-1, Schedule 3, line 24 shows the rate base amount for Allowance
for Working Capital. This rate base item includes as an addition the unamortized amount for
the deferred environmental clean up costs. For the Test Period, the amount included is
$1,495,538. For the Attrition Period, the amount included is $ 1,828,203. These amounts
can be found in MFR 25, file 33, as provided (with footnote corrections) in the
CONFIDENTIAL excel attachment to this response.* In the tab “Deferred Debits”, cells
H29 and H37 show these amounts as used in the calculation of Allowance for Working
Capital. The 13-month average Attrition Period balance shown in cell H37 is calculated in
the following file: MFR 25, file 19, tab "Attrition Balances."

The rationale for this inclusion in rate base is the same basic ratemaking theory that supports
the inclusion of any other prepayment item in rate base -- that until the cost is recovered, the
Company may earn a return on the unamortized balance by including the amount in rate base.
In other words, the Company should be allowed to recover the carrying cost of that
expenditure. The deferred environmental cleanup expense represents an expenditure by the
Company that is not yet recovered in rates, similar to the other prepayments included in rate
base, such as insurance premiums, material and supplies, and gas inventory.

* Please note that in the course of responding to this data request item, the Company noticed
a misstatement in the descriptive footnotes on the “Deferred Debits” tab in file 33 of MFR
25. These misstatements did not affect the working capital data and calculations performed
in this file. For the purpose of providing clear and accurate information in this rate case
filing, the Company is submitting herewith a revised version of MFR 25 file 33 – the only
change is the correction to these descriptive footnotes on the “Deferred Debits” tab.

Response provided by Piedmont Natural Gas Company on October 19, 2011.
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71. Is the unamortized balance for flood clean up costs included in rate base? If so,
identify the amount and where it is included. Provide an explanation as to why this deferred
amount should or should not be included in rate base.

Response: Exhibit PKP-1, Schedule 3, line 24 shows the rate base amount for Allowance
for Working Capital. This rate base item includes as an addition the unamortized amount for
the deferred flood clean up costs. For the Test Period, the amount included is $719,635. For
the Attrition Period, the amount included is $899,720. These amounts can be found in MFR
25, file 33, as provided (with footnote corrections) in response to Item 69 of this data request.
In the tab “Deferred Debits”, cells D29 and D37 show these amounts as used in the
calculation of Allowance for Working Capital. The 13-month average Attrition Period
balance shown in cell D37 is calculated in the following file: MFR 25, file 20, tab "Attrition
Balances".

The rationale for this inclusion in rate base is the same basic ratemaking theory that supports
the inclusion of any other prepayment item in rate base -- that until the cost is recovered, the
Company may earn a return on the unamortized balance by including the amount in rate base.
In other words, the Company should be allowed to recover the carrying cost of that
expenditure. The deferred flood cleanup expense represents an expenditure by the Company
that is not yet recovered in rates, similar to the other prepayments included in rate base, such
as insurance premiums, material and supplies, and gas inventory.

Response provided by Piedmont Natural Gas on October 19, 2011.
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75. Provide a detailed listing supporting the Contract Labor of $258,622 listed in MFR,
Schedule 20, for flood clean up. This should include the date, location of clean up,
description of function performed, contractor name and the amount paid, etc.

Response: See attached CONFIDENTIAL schedule showing detail for the $258,622 of
expenses for other contract labor related to the flood response and cleanup. Please refer to
the project number descriptions provided in the Company’s response to Item 72 of this data
request for further detail regarding the location for these expenses by project number.

Response provided by Piedmont Natural Gas on October 19, 2011.
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76. Provide a detailed listing supporting the Inventory of $259,624 listed in MFR,
Schedule 20, for flood clean up. This should include the date, location of clean up,
description of material and the amount, etc.

Response: See attached CONFIDENTIAL schedule showing detail for the $259,624 of
Inventory expenses related to the flood response and cleanup. Please refer to the project
number descriptions provided in the Company’s response to Item 72 of this data request for
further detail regarding the location for these expenses by project number.

Materials issued from Inventory are comprised of two cost factors: the original cost of the
inventory item and a cost factor to cover the cost of maintaining the inventory in the
storeroom. This additional cost factor, referred to as "Stores Expense," is designated as a
percentage each month and is derived by dividing the total expense of maintaining the
inventory, accounted for in the 970xx series of accounts, by the total dollar volume of the
inventory charged out.

Each month, the Company establishes the stores expense factor based on projected stores
expense (the monthly charges to the 970xx accounts) and the projected inventory to be
issued. At the end of the month, this factor is trued up based on actual charges and actual
issues. An entry is made to the original destination of each Materials and Supplies charge to
correct the stores expense allocated to that charge. The corresponding entry may be either a
debit (original projection was less than actual) or a credit (original projection was more than
actual). In the CONFIDENTIAL excel file attached to this response, see tab "Stores
Expense" for the listing of accounting entries of the stores expense allocations.

Response provided by Piedmont Natural Gas on October 19, 2011
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77. Provide a detailed listing supporting the parts/materials of $11,322 listed in MFR,
Schedule 20, for flood clean up. This should include the date, location of clean up,
description of material and the amount, etc.

Response: See the attached CONFIDENTIAL schedule showing detail for the $11,322 of
non-inventory parts and materials expenses related to the flood response and cleanup. Please
refer to the project number descriptions provided in the Company’s response to Item 72 of
this data request for further detail regarding the location for these expenses by project
number.

Response provided by Piedmont Natural Gas on October 19, 2011.
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78. Is the unamortized account balance for TN Deferred Pension Expense included in rate
base? If so, please identify the amount and where it is included. Please provide an
explanation as to why this deferred amount should or should not be included in rate base.

Response: Exhibit PKP-1, Schedule 3, line 24 shows the rate base amount for Allowance
for Working Capital. This rate base item includes as an addition the unamortized amount for
the deferred pension funding expense. For the Test Period, the amount included is
$20,192,082. For the Attrition Period, the amount included is $20,147,575. These amounts
can be found in MFR 25, file 33, as provided (with footnote corrections) in response to Item
69 of this data request. In the tab “Deferred Debits”, cells B29 and B37 show these amounts
as used in the calculation of Allowance for Working Capital. The 13-month average
Attrition Period balance shown in cell B37 is calculated in the following file: MFR 25, file
18, tab "Attrition Balances".

The rationale for this inclusion in rate base is the same basic ratemaking theory that supports
the inclusion of any other prepayment item in rate base -- that until the cost is recovered, the
Company may earn a return on the unamortized balance by including the amount in rate base.
In other words, the Company should be allowed to recover the carrying cost of that
expenditure. The deferred pension funding expense represents an expenditure by the
Company that is not yet recovered in rates, similar to the other prepayments included in rate
base, such as insurance premiums, material and supplies, and gas inventory.

Response provided by Piedmont Natural Gas on October 19, 2011.
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79. Is the unamortized account balance for Deferred Rate Case Expense included in rate
base? If so, please identify the amount and where it is included. Please provide an
explanation as to why this deferred amount should or should not be included in rate base.

Response: Exhibit PKP-1, Schedule 3, line 24 shows the rate base amount for Allowance
for Working Capital. This rate base item includes as an addition the unamortized amount for
the deferred rate case expense. For the Test Period, the amount included is $52,048. For the
Attrition Period, the amount included is $674,878. These amounts can be found in MFR 25,
file 33, as provided (with footnote corrections) in response to Item 69 of this data request. In
the tab “Deferred Debits,” cells F29 and F37 show these amounts as used in the calculation
of Allowance for Working Capital. The 13-month average Attrition Period balance shown in
cell F37 is calculated in the following file: MFR 25, file 29, tab "Attrition Balances."

The rationale for this inclusion in rate base is the same basic ratemaking theory that supports
the inclusion of any other prepayment item in rate base -- that until the cost is recovered, the
Company may earn a return on the unamortized balance by including the amount in rate base.
In other words, the Company should be allowed to recover the carrying cost of that
expenditure. The deferred rate case expense represents an expenditure by the Company that
is not yet recovered in rates, similar to the other prepayments included in rate base, such as
insurance premiums, material and supplies, and gas inventory.

Response provided by Piedmont Natural Gas on October 19, 2011.



Piedmont Natural Gas Company
Docket No. 11-00144

TRA DATA REQUEST NO. 1
Issued September 22, 2011

80. Provide a schedule showing the total amount of plant additions by month from June
2005 through May 2011.

Response: See CONFIDENTIAL excel attachment.

Response provided by Piedmont Natural Gas on October 19, 2011.




