
BEFORE THE TENNESSEE REGULATORY AUTHORITY 
NASHVILLE, TENNESSEE 

IN RE: ) 
) 

PETITION OF PIEDMONT NATURAL GAS ) 
COMP ANY, INC. TO ADJUST THE JUNE 30, ) Docket No. 13-00119 
2012 ACA ENDING BALANCE FOR PRIOR ) 
PEROD ADJUSTMENTS ) 

) 

PARTY STAFF'S RESPONSES TO DISCOVERY REQUEST 
OF PIEDMONT NATURAL GAS COMPANY, INC. 

TOP ARTY STAFF 

Comes now Tennessee Regulatory Authority, Party Staff ("Party Staff') and responds to 

Piedmont Natural Gas Company, Inc.'s discovery requests as follows: 

DEFINITIONS 

1. "You" or "your" or "Party Staff' refers to the members of the TRA Staff 

designated as interveners in this proceeding and any other person acting on the Party Staffs 

behalf or subject to its control, now or in the past. 

2. "Document" is intended to have the broadest permissible meaning and includes, 

without limitation, the original and all copies of all communications and any written, printed, 

electronically recorded, typed or graphic matter of any kind or nature however produced or 

reproduced, and whether or not claimed to be privileged or otherwise excludable from discovery; 

specifically, including but not limited to, notes; letters; correspondence; memoranda; books of 

any character; summaries or records of telephone conversations; summaries or records of 

personal conversations; diaries; routing slips or memoranda; reports and notebooks; periodicals; 

publications; invoices; bills; receipts; specifications; shipping papers; purchase orders; minutes 



or records of meetings; reports and/or summaries of interviews; agreements and contracts; 

electronic recordings; audio and video tapes; journals; ledgers; or any other type of data 

compilation from which information can be obtained and translated, if necessary, by you through 

computers, detection devices or any other mechanical device into reasonably usable form. 

3. "Person" means any natural person, corporation, partnership, business, 

governmental body, and all types and kinds of entities of any kind. 

4. "Communication" includes without limitation, any oral, electronic, visual, or 

written exchange of work, thoughts, ideas or Documents between persons or entities by any 

means. 

5. Any reference to a filing or Order means a filing or Order in this Proceeding 

unless otherwise indicated. 

6. "Proceeding" refers to TRA Docket No. 13-00119, Petition of Piedmont Natural 

Gas Company, Inc. to Adjust the June 30, 2012 ACA Ending Balance for prior Period 

Adjustments. 

7. "Identify" or "identification" when used in reference to a natural person means to 

provide that person's full name, present or last known business address (or, if no business 

address, home address), and that person's employer and position at the time in question with 

respect to the particular interrogatory involved. 

8. "Identify" or "identification" when used in reference to a Document means to 

provide the title, date, author, signatories, recipients, a general description of such Document 

sufficient to permit it to be identified with particularity in a request for the production of 

Documents, the present or last known location of such Document, and the identity of the person 

or persons having custody, control, or possession thereof. 
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9. The singular form of a noun or pronoun shall be considered to include within its 

meaning the plural form of the noun or pronoun so used, and vice versa; and the use of any tense 

of any verb shall be considered to include also within its meaning all other tenses of the verb so 

used. 

10. Whenever the terms "all", "any" or "each" are used herein, each of these terms 

shall be construed to include each of the other terms. 

11. The connectives "and" and "or" shall be construed either disjunctively or 

conjunctively as necessary to bring within the scope of the discovery all responses which might 

otherwise be construed to be outside of its scope. 

12. "Proposed Adjustments" means the five (5) proposed adjustments to Piedmont's 

ACA account reflected and described on Exhibits A and B to Piedmont's Petition in this 

proceeding. 

DATA REQUESTS 

1. Please provide a detailed explanation of the factual and legal basis and reasoning 

underlying the assertion in Party Staffs Motion to Intervene in this Proceeding that "Piedmont is 

attempting to alter the settlement terms reached in TRA Docket No. 07-00174" by its Petition in 

this Docket. 

RESPONSE: 

In TRA Docket No. 07-00174, Piedmont and audit staff negotiated a resolution to audit 

staffs findings that Piedmont had over collected under the ACA. These negotiations took place 

over eight months. After these negotiations the parties agreed to reduce the over collection by 

$1,517, 791.34. This change reflected the give and take of negotiations and was of benefit to 

Piedmont. This agreement was ratified by the Authority after a hearing. Additional details and 

information concerning these negotiations are laid out below and included in attachments to 

these responses. 
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The doctrines of collateral estoppel and stare decisis would dictate that the Authority's order 

should not be upended. The change requested by Piedmont in this docket would result in 

retroactive rate making in that Piedmont's proposal would result in a change to rates long after 

an order dealing with the costs had been approved by the TRA. It is unfair to public utilities, 

customers, and authority staff negotiating With public utilities to allow settlements ratified by the 

TRA to be altered or amended simply because one party requests that a previous settlement be 

over turned. There must be finality to the judgments of the TRA. TRA Staff must be able to rely 

on representations made by the Company regarding their accounting records during an audit and 

unless circumstances later arise that are out of the Company's control, closure of an audit period, 

especially when a negotiated settlement is involved, should be final and not subject to change 

years later. It is important to distinguish the relief requested by Piedmont in this case from rate 

case.s which are forward looking. 

2. Please identify and produce all Documents supporting, evidencing, relating, or 

referring to Party Staffs assertion that "Piedmont is attempting to alter the settlement terms 

reached in TRA Docket No. 07-00174". 

RESPONSE: 

See attached Party Staff Exhibit 1, containing the following documents: 

Docket No. 06-00087 - Piedmont ACA Filing: Analysis of Account 186.50 

Docket No. 06-00087 - Compliance Audit Report (December 12, 2006) 

Docket No. 07-00174 - Piedmont ACA Filing: Analysis of Account 186.50 

Docket No. 07-00174- El Paso, ML, Coral Recon. (Co. Documentation #15)(staff post audit) 

Docket No. 07-00174- El Paso Recon. - Co. final submission (5-22-08) 

Docket No. 07-00174- Staff First Data Request (November 13, 2007) and Company Responses 

Docket No. 07-00174- Staff Data Request (February 28, 2008) and Company Responses 
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Docket No. 07-00174- Staff Data Request (March 5, 2008) 

Docket No. 07-00174- Summary of Findings (to Company) 

Docket No. 07-00174-Analysis ofTRA Audit Staff Adjustments (Company file) 

Docket No. 07-00174 - Summary of ACA Account for 2006 (Company Filed Adjustments to 

TRA Findings) 

Docket No. 07-00174 - Steps for Audit Staff Review of Additional Information (Audit Staff 

Document) 

Docket No. 07-00174 - Company is Requesting an Extension of the Audit Period (April 16, 

2008) 

Docket No. 07-00174 - Request of Piedmont for Extension of Time to Provide Additional 

Analysis to Audit Staff (May 20, 2008) 

Docket No. 07-00174 - Joint Final Report of Audit Staff and Piedmont Natural Gas Company 

(June 10, 2008) 

Docket No. 07-00174- Order Adopting ACA Audit Report of Tennessee Regulatory Authority's 

Utilities Division (August 7, 2008) 

Additional documents include the El Paso invoices for November 2005 through December 2006 

and supporting schedules provided to Utilities Division Staff on February 19, 2013, as well as 

audit workpapers. Due to the sheer volume and confidential nature of the documents, they are 

not being reproduced here. They can be made available for inspection at the offices of the TRA 

upon request. 

3. With respect to each of the five (5) discrete Proposed Adjustments reflected and 

discussed on Exhibits A and B to Piedmont's Petition in this proceeding, please: 

a. State whether Party Staff believes that such adjustments represent 

legitimate gas costs eligible for inclusion in Piedmont's ACA account but for Party 

Staffs contention that they are barred by the 2006 ACA Joint Final Report of Audit Staff 
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and Piedmont Natural Gas Company? If Party Staff contends that such costs are not 

" legitimate gas costs eligible for inclusion in Piedmont's ACA account, please explain 

, · .Party Staffs conclusions in this regard. 

RESPONSE: 

The original mv01ces underlying the original ACA filing(s), negotiated 

adjustments and proposed adjustments represent legitimate gas costs. The El Paso 

·invoices covering the period November 2005 through December 2006 that were 

submitted to the Utilities Division staff on February 19, 2013 are duplicates of the 

invoices provided as part of the ACA filings in Docket Nos. 06-00087 and 07-00174. 

b. State Party Staffs position on each of the individual Proposed 

Adjustments as to whether it is barred by the Joint Final Report of Audit Staff and 

Piedmont Natural Gas Company? 

RESPONSE: 

Party Staff's position is that proposed Adjustment # 1 is a new invoice that was 

not filed in Docket No. 07-00174 or subsequent audit dockets and is, therefore, an 

appropriate prior period adjustment. Rather than adjust the ACA account ending balance 

at June 30, 2012, Party Staff would recommend that the new invoice be filed in the next 

ACA audit as a prior period adjustment. This is the standard procedure for such 

adjustments. 

Party Staffs position on proposed Adjustment # 2 is that it does correct a 

misstatement of the beginning balance at January 1, 2006 which was never questioned by 

Audit Staff or Piedmont at the time. Party Staff researched this adjustment and agrees 

that Audit Staff made an accrual adjustment in Docket No. 06-00087 for December 2005 
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to include December 2005 actual gas costs and therefore the miscellaneous adjustment 

#27 in January 2006 was not necessary. This oversight, however, was incorporated into 

the agreed upon balance at December 31, 2006 in the Joint Final Report of Audit Staff 

and Piedmont Natural Gas Company which was approved by the Authority. Party Staff 

opines that this is not an appropriate prior period adjustment. 

Party Staffs position on the remaining proposed Adjustments# 3 through# 5 is 

that the original invoices underlying these adjustments were included in Docket No. 07-

00174 and were addressed during the eight-and-a-half months of Audit Staffs analysis, 

data requests and other communications with Company personnel, as well as in the 

Company's additional analysis during the post audit review and negotiations with Audit 

Staff. Party Staff has copies of several reconciliations of El Paso invoices that were 

provided by Piedmont personnel, as well as a reconciliation of Coral Energy invoices and 

Merrill Lynch invoices. (Copies ofreconciliations provided in response to Question #1.) 

Piedmont states that "the gas cost transactions underlying the current docket had 

not been identified at the time of the resolution of Audit Staffs 2006 ACA audit."1 Party 

Staff maintains that the invoices provided as support for the proposed adjustments in this 

docket are the same invoices that were submitted in Docket No. 07-00174. The invoices 

show charges and past due amounts with a running balance due each month. Piedmont 

used this exact information to create its new supporting schedule in this docket 

comparing invoiced amounts with paid amounts and amounts included in the ACA 

filing. 2 Party Staff can find no evidence of new information that was not available during 

the audit or came to light after the audit period was closed. The reason for Adjustments 

#3 and #4 was attributed to Piedmont's failure to recognize that it had not recorded 

1 Response to TRA Staff Data Request No. 1(November5, 2013). 
2 Supporting documentation provided to Utilities Division Staff on February 19, 2013. 
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Tennessee Gas Pipeline/El Paso invoices properly in the ACA account. TRA Audit Staff, 

in good faith, relied on the responses and supporting analysis presented by Piedmont in 

reaching its original findings and agreed to enter into negotiations post audit to allow 

. Piedmont to research and present further evidence to support its position. After 

. reviewing this evidence, Audit Staff agreed to additional adjustments. 

Additionally, Piedmont states that "the reason the current pending adjustments 

w_ere not identified in the 2006 audit was the fact that they were masked by the use of an 

"estimate-actual" accounting convention in filing monthly ACA reports which had been 

used by Piedmont for some time in reporting its gas costs (consistent with the method by 

which Piedmont recorded its gas costs on its books)." 3 Audit Staff found in Docket No. 

06-00087 that the use of accrual accounting for ACA reporting purposes was 

unacceptable to Staff. In its Conclusions and Recommendations, Audit Staff 

recommended that "the accrual methodology the Company used in the ACA filing be 

rejected and the Company directed to report actual amounts in the month incurred."4 The 

Authority approved the audit report and recommendations contained therein. 5 Despite 

the Authority's Order, the Company continued this practice in its next ACA filing, which 

is the basis of the adjustments proposed in this docket and Audit Staff had a repeat 

finding on this issue.6 Piedmont asserted that the accrual methodology "may make it 

slightly more complicated for Staff to conduct the ACA audit."7 Now Piedmont 

3 Response to TRA Staff Data Request No. 1 (November 5, 2013). 
4 In Re: Nashville Gas Company, a Division of Piedmont Natural Gas Company, Inc. Actual Gas Cost Adjustment 
for the 12 Month Ended December 3I, 2005, Docket No. 06-00087, Staff Compliance Audit Report, page 13 
(December 12, 2006). 
5 In Re: Nashville Gas Company, a Division of Piedmont Natural Gas Company, Inc. Actual Gas Cost Adjustment 
for the 12 Month Ended December 31, 2005, Docket No. 06-00087, Order Adopting ACA Audit Report, page 2 
(June 14, 2007). 
6 In Re: Nashville Gas Company, A Division of Piedmont Natural Gas Company, Inc. Actual Cost Adjustment for the 
Twelve Months Ended December 31, 2006, Docket No. 07-00174, Order Adopting ACA Audit Report, Staff 
Compliance Audit Report, pages 8-14 (August 7, 2008). 
7 Id., page 9. 
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maintains that accrual methodology in ACA reporting was the reason that Piedmont 

personnel did not recognize that the adjustments were needed. 

For these reasons, Party Staff opines that it would be inappropriate for the 

Authority to consider and approve proposed prior period Adjustments #3 through #5. 

c. State whether Party Staff challenges the factual nature and accounting 

basis for each of Piedmont's Proposed Adjustments and, if so, please describe Party 

Staffs position on the factual nature and accounting basis for Staffs proposed treatment 

of these adjustments and identify and produce all documents supporting, evidencing, 

relating, or referring to Party Staffs position. 

RESPONSE: 

Party Staff does not challenge the original invoice presented for reimbursement in 

'proposed Adjustment #1. As stated in response to Question #3b, Party Staff recommends 

this invoice be included in the next ACA filing as a prior period adjustment. 

Party Staff does not challenge the accounting basis for the proposed Adjustment 

#2, but maintains that the beginning balance at January 1, 2006 is an integral part of the 

negotiated ending balance in the ACA account at December 31, 2006 and as such is an 

inappropriate prior period adjustment. 

Party Staff does not challenge that an analysis of the El Paso invoices that form 

the basis of proposed Adjustment #3 shows that Piedmont overpaid by approximately 

$699,283.81 and was due a credit from the supplier. An analysis of the amount of cost 

that was included in the original ACA filing and subsequent adjustments made during the 
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audit and during negotiations post audit, however, blur the conclusion put forth by 

Piedmont that the same amount should be charged back to the ACA account. 

Party Staff does challenge the validity of proposed Adjustment #4. The 

explanation is vague and the documentation provided is identical to that provided as 

support for proposed Adjustment #3. 

Party Staff does challenge the validity of proposed Adjustment #5. 

"Documentation" provided consists of schedules spanning eight (8) years of FSMA 

inventory activity. It is unreasonable to expect that TRA advisory Staff can review and 

interpret all this data and arrive at a conclusion that supports the Company's contention 

. without an audit. It appears incredulous to Party Staff that the FSMA storage balance 

· could remain out of balance with the pipeline for eight (8) years without it coming to the 

attention of the accounting staff. If Piedmont must true up the balance at this time, Party 

Staff would recommend that the adjustment be presented within the context of the next 

ACA audit so that Audit Staff can properly audit the true up. 

At this point Staff has been presented with multiple reconciliations between 

supplier invoices and the ACA account. Party Staff asserts that Piedmont personnel had 

all the necessary facts and invoices available for its analysis at the time of the audit in 

Docket No. 07-00174 and during the post audit negotiations. The Company, therefore, 

had the opportunity and should have been able to correctly state and support the gas costs 

to be recovered from ratepayers at that time. Variances between the ACA account and 

the Company's General Ledger could also have been investigated at that time. TRA Staff 

must be able to rely on representations made by the Company regarding their accounting 

records during an audit and unless circumstances later arise that are out of the Company's 
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control, 8 closure of an audit period, especially when a negotiated settlement is involved, 

should be final and not subject to change years later. Blaming the failure of the Company 

to recognize these adjustments at the time of the audit on its accrual methodology of 

accounting is ironic, since accrual accounting was a major source of contention between 

the Company and the TRA Audit Staff for two consecutive audits. 

While not asked specifically about the interest component of the proposed 

adjustments, Party Staff would be remiss in not addressing its position here, since the 

interest adjustment represents approximately 26% of the total dollar amount requested in 

the Petition.9 Piedmont has interpreted the Purchased Gas Adjustment (PGA) Rule 

related to prior period adjustments10 to include a calculation of interest on the restatement 

of gas cost from the time the error occurred current to the time the error was discovered 

and booked to the ACA account. Party Staff does not agree. When a prior period 

adjustment is filed with the TRA and booked to the ACA account, it becomes part of the 

ACA account balance for that month and is subject to the interest calculation for that 

month. Audit Staff has never calculated a separate interest component for a prior period 

adjustment when it is submitted for approval in an ACA filing. 11 That would be treating 

the adjustment as if it had been submitted at the proper time, rather than discovered later 

and submitted for approval in a subsequent period. Party Staff would strongly 

recommend that if the Authority approves one or more of the proposed adjustments, the 

adjustment(s) (excluding interest) should become part of the current ACA account 

balance subject to the current monthly interest calculation going forward. 

8 Examples are revised third party invoices, invoices received after the appropriate audit period has closed, and 
FERC mandated pipeline refunds covering prior periods. . 
9 Adjustment for errors totals $2,708,394.04 and interest totals $955,960.55 for a total requested adjustment of 
$3,664,354.59. 
10 PGA Rule 1220-4-7-.03(1)(c)3. 
11 PGA Rule 1220-4-7-.03(l)(b)2(vii). I = Interest on the "Refund Due Customers' Account'', using the average 
monthly balance based on the beginning and ending monthly balances. 
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d. State the date upon and explain the circumstances under which Party Staff 

became aware of Piedmont's accounting and factual contentions relative to the basis for 

Piedmont's Proposed Adjustments. 

RESPONSE: 

On or around February 13, 2013, Party Staff was informed by Michelle Ramsey, 

Audit Manager with the TRA's Utilities Division, that Piedmont personnel had contacted 

her regarding the Company's intention to petition the TRA for permission to adjust the 

balance in the ACA account for prior period adjustments. On February 13, 2013, a 

member of Party Staff was forwarded a copy of an email from Rob Thornton to Michelle 

Ramsey advising that he was attaching a summary of the proposed adjustments and that 

extensive support for those adjustments would be sent as soon as possible. On February 

19, 2013, Party Staff received a copy of that supporting documentation. 

e. Identify and produce all Documents supporting, evidencing, relating, or 

referring to Party Staff's discovery of the existence and basis for each of Piedmont's 

discrete Proposed Adjustments. 

RESPONSE: 

OBJECTION - Party Staff is aware of an advisory Memorandum between TRA 

Staff and the then sitting Directors of the TRA relating to TRA Docket No. 07-00174. 

This Memorandum is privileged pursuant to Consumer Advocate Division v. Tennessee 

Regulatory Authority 1998 WL 684536 (Tenn. Ct. of App. 1998). All other documents 

are produced. 

See attached Party Staff Exhibit 2. 
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f. Explain the legal basis upon which Party Staff relies in contending that 

Piedmont's Proposed Adjustments are barred by the Joint Final Report of Audit Staff and 

Piedmont Natural Gas Company. 

RESPONSE: 

\Party Staff asserts that Piedmont and audit staff negotiated a settlement of all issues in 

TRA Docket No. 07-00174. That settlement was approved by the Directors after a hearing on 

the settlement. The doctrines of collateral estoppel, stare decisis, as well as prohibitions against 

retroactive rate making. Basic principles of fairness require that neither party be entitled to re­

litigate the issues in a docket that is almost seven years old. 

4. Please state whether Party Staff agrees with Piedmont's treatment of the 

$793,087.45 in additional adjustments in favor of customers that Piedmont has already made and 

that are discussed in footnote 1 to the Petition on page 4 thereof? 

RESPONSE: 

Party Staff cannot agree or disagree with those adjustments based on a footnote 

disclosure. Party Staff can only conclude that the required adjustment to Piedmont's General 

Ledger was the result of omission of proper journal entries or correction of errors made in prior 

journal entries. The Company's General Ledger is not subject to audit by this Authority. The 

TRA Utilities Division is tasked with auditing the ACA account balance to assure that gas 

companies do not over- or under-collect gas costs from their customers. 

5. Please state whether Party Staff's opposition to the Proposed Adjustments in this 

proceeding would continue or be the same if the Proposed Adjustments reflected a net $3.67 

million ACA account adjustment in favor of Piedmont's customers. 
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RESPONSE: 

Audits performed by the TRA's Utilities Division are conducted by and/or supervised by 

Certified Public Accountants (CPAs). In rendering their findings, conclusions and 

recommendations to the Authority, Audit Staff adhere to a professional code of ethics. Audit 

Staff has conducted and will always conduct audits in an impartial manner, whether results favor 

the regulated utility or its customers. 

6. Please describe each instance during the last 5 years that Party Staff is aware of in 

which TRA audit staff has been presented with or taken a position on a proposed prior period 

adjustment of gas costs for any natural gas local distribution company regulated by the TRA and 

with respect to each such instance, please provide the docket number, nature of the adjustment, 

Party Staffs position.on the adjustment, and whether the adjustment was allowed by the TRA. 

RESPONSE: 

Party Staff does not and cannot provide an exhaustive list of potential prior period 

adjustments. Party Staff made its best, reasonable attempt to review the relevant dockets. 12 
. If 

not reported as a finding, said prior period adjustments are presumed accepted by Audit Staff and 

by extension the TRA if the audit report is approved. See attached Party Staff Exhibit 3. Party 

Staff takes no position on individual prior adjustments except in those instances where a member 

of Party Staff was also a member of Audit Staff at the time. In those instances that member of 

Party Staffs position is known and would be reflected in the audit report. 

12 Small immaterial prior period adjustments are common and are usually presented in the next filing period. It is 
unusual for a legitimate prior period adjustment to surface years later. 
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Respectfully submitted, 

-

ShiVaKBOZarth,Bss 
Legal Counsel 
Tennessee Regulatory Authority 
Andrew Jackson State Office Building 
500 Deaderick Street, 4th Floor 
Nashville, Tennessee 37243 
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. . 

CERTIFICATE OF SERVICE 

The undersigned hereby certifies that I have served a copy of the foregoing document on the 
following persons by U.S. Mail: . 
Jane Lewis-Raymond 
Vice-President & General Counsel 
Piedmont Natural Gas Company, Inc. 
P.O. Box 33068 
Charlotte, North Carolina 28233 

R. Dale Grimes 
Bass, Berry, & Sims PLC 
150 Third A venue South, Suite 2800 
Nashville, Tennessee 37201 

James H. Jeffries IV 
Moore & Van Allen PLLC 
100 North Tyron Street, Suite 4700 
Charlotte, North Carolina 28202 

Joe R. Shirley 
Assistant Attorney General 
Office of Attorney General 
Consumer Advocate and Protection Division 
P.O. Box 20207 
Nashville, TN 3 7202 

This the ~~day of February, 2014. 

Shiva K. Bozarth 
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