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R. DALE GRIMES OTHER OFFICES:
BERRY b SIMSrLc
TEL: (615) 742-6244 KNOXVILLE
FAX: (615) 742-2744 ) A PROFESSIONAL LIMITED LIABILITY COMPANY MEMPHIS
dgrimes@bassberry.com ATTORNEYS AT LAW WASHINGTON, D.C.

150 THIRD AVENUE SOUTH, SUITE 2800
NASHVILLE, TN 37201
(615) 742-6200

www.bassberry.com

December 2, 2013

Via Hand-Delivery

Executive Director Earl Taylor
c/o Sharla Dillon

Tennessee Regulatory Authority
460 James Robertson Parkway
Nashville, Tennessee 37243

Re:  Petition of Piedmont Natural Gas, Inc. for Approval of an Integrity
Management Rider to its Approved Rate Schedules and Service Regulations
Docket No. 13-00118

Dear Mr. Taylor:

I am enclosing an original and five (5) copies of Piedmont Natural Gas Company’s
conditional Integrity Management Rider (“IMR”) mechanism annual filing. In the Stipulation
filed in this docket on November 27, 2013, the Consumer Advocate and Piedmont presented a
revised form of IMR mechanism for consideration by the Authority in this docket.

Under the revised IMR mechanism, if approved by the Authority, Piedmont will adjust its
rates effective January 1% of each year in order to recover — on an intra-rate case basis — the costs
associated with integrity management capital investment spending not reflected in Piedmont’s
base rates as of October 31% of the preceding year. The date for filing the annual filing under
this mechanism is November 30" of each year. :

In order to facilitate implementation of the IMR mechanism in January, 2014, if it is
ultimately approved by the Authority in this docket, Piedmont hereby submits its 2013 annual
filing for the Authority’s consideration. This filing is conditioned on ultimate Authority
approval of the IMR mechanism and will have no effect on Piedmont’s rates unless that
mechanism is ultimately approved.

This material is also being filed today by way of email to the Tennessee Regulatory
Authority Docket Manager, Sharla Dillon. Please file the original and four copies of this filing
and stamp the additional copy as “filed”. Then please return the stamped copies to me by way of
our courier.

Should you have any questions concerning this matter, please do not hesitate to contact
me at the email address or telephone number listed above.




With kindest regards, I remain

RDG:cdk
Enclosures

Very truly yours,

I PP

R. Dale Grimes




Before the -
Tennessee Regulatory Authorlty

Docket No 13 00118

-jf 20,13:-A1;1nualfRepiort‘

 December 2, 2013
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GUIDELINES FOR SYSTEM INTEGRITY PROJECTS
Purpose is to ensure a safe and reliable steel infrastructure that meets regulations set by
the US Department of Transportation.

OPERATIONS & MAINTENANCE (O&M) EXPENSE:

O&M is basically defined as any work done on an asset that deals with a component that
is less than a retirement unit. All routine maintenance should be expensed as incurred.
Piedmont further defines O&M System Integrity as follows:

- Cathodic Protection (CP) technicians monitor and maintain the CP system
o CP readings at testing stations and casings
o Troubleshoot interference issues
o AC Mitigation results
- Rectifier monitoring and troubleshooting
- Transmission Integrity Management Program (TIMP) support
o Annual High Consequence Areas (HCA) field verification
o Engineering overall
o Bell hole examinations in support of the following work:
= External Corrosion Direct Assessment (ECDA)
» Internal Corrosion Direct Assessment (ICDA)
s Confirmatory Direct Assessment (CDA)
® " Inline Inspection (ILI)

Pig runs including equipment and labor

Labor & equipment for chemical cleaning, foam pigs
Survey Above Ground Marker (AGM) locations
Inspection support

Contractor support — during tool run only
Engineering support interpreting data

Engineering, survey, digs, assessment

Mowing for Close Interval Pipe-To-Soil Survey (CIS)
CIS for those transmission lines being pigged
Pipe-to-soil ‘

Soil resistivity

Depth of cover

Ultrasonic thickness (UT)

External pit depth measurements

TCAT

Soil pH

Coating inspections

Defect analysis and remediation determining defect
classification and repair method




CAPITAL EXPENDITURE:

Capital Expenditures are major expenditures on assets that last longer than a year and
improve or lengthen the expected useful life of the overall property from original
expectations that are recoverable in utility rate base. As a general Company rule, items
costing less than $1,500 are not capitalized (see section 3.0 of the Company’s Corporate
Accounting Manual). New additions consist of retirement unit installations that did not
currently exist in the system. Replacements are the installation of retirement units where
one existed before the new one was installed (see 40 ft rule for the Replacement of Mains
under section 3.5 of the Company’s Corporate Accounting Manual). In conjunction with
a replacement, a retirement is required of the original retirement unit no longer useful.
Piedmont further defines Capital Expenditures for System Integrity projects into the
following subgroups:

- Remediation of CIS findings
- Regulator station upgrade projects Distribution Integrity Management
Program (DIMP)
- Linear anode installations
- AC mitigation projects
- Conventional ground bed installation
- TIMP remediation
o Labor, equipment & material for cutouts of >= 40ft
o Survey
o X-ray

DEFINITIONS:
Retirement Unit — A Retirement Unit is the smallest distinct component of property that
is identified and costed individually in the plant records.

Property Unit - A Property Unit is an item or group of items that constitutes the
minimum division of plant that is continuously associated with its cost in the plant
records. It may include one or more retirement units and associated minor items. It is
capitalized when placed in service and retired when no longer “used and useful”.
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