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PIEDMONT NATURAL GAS COMPANY POST-HEARING BRIEF

Piedmont Natural Gas Company, Inc. (“Piedmont” or the “Company”), through counsel
and pursuant to the January 8, 2015 Pre-Hearing Order respectfully submits its Post-Hearing
Brief for consideration by the Tennessee Regulatory Authority (“TRA" or “Authority”) in this
proceeding.

BACKGROUND

In Piedmont’s last general rate case proceeding, in Docket No. 11-00144, the Company
filed for approval of a new Rate Schedule 342 designed to allow Piedmont to sell natural gas to
customers at its Nashville Resource Center facility for use as a motor vehicle fuel (*CNG”) and
to work with larger fleet type customers to make CNG available at their operations centers.
Piedmont proposed this tariff because in the process of converting its service fleet to CNG it had
constructed compression and fueling facilities at its Nashville Resource Center on Century
Boulevard and had received requests from citizens and local companies interested in refueling
from those facilities. In addition, a number of fleet operators began to request access to

Piedmont’s CNG facility for fueling use and were also considering the construction of CNG




compression and metering equipment on their own property. Piedmont's proposed Rate
Schedule 342 was intended to allow Piedmont to begin serving this new market and was
approved by the Authority as part of a settlement between Piedmont and the Consumer
Advocate in that proceeding without objection from any party. Mr. Novak, a witness for the
Consumer Advocate in both this case and the general rate case, testified in support of that tariff
as part of his settlement testimony in the rate case.

Following approval of the rate case settlement between Piedmont and the Consumer
Advocate, which occurred in early 2012, Piedmont proceeded to provide service to a small but
growing number of customers at its Century Boulevard location and also began discussions with
various fleet customers about the provision of CNG service at their locations. In the intervening
two years, demand for CNG at both Piedmont’'s Century Boulevard location and at individual
fleet customer locations increased significantly. As retail sales of CNG began to grow,
Piedmont determined that the Century Boulevard facilities were not ideally suited for large
volume service to the public because Piedmont's compression and dispensing equipment were .
located inside its security fence and because the space around those facilities was constrained.

As a result of these concerns, Piedmont designed and constructed a second public CNG station

' In the Order approving that settiement, the Authority specifically noted that Piedmont and the
Consumer Advocate agreed “that the revised rates, tariffs, rate schedules, and service regulations...both
individually, and in the aggregate, are fair and reasonable to all customer classes and will provide
Piedmont with a reasonable opportunity to recover the agreed upon operating revenue requirement and a
reasonable rate of return on investment.” Further, the Stipulation and Settlement Agreement between
Piedmont and the Consumer Advocate specifically stated that the Consumer Advocate agreed that the
“revised rate schedules and service regulations...are fair and reasonable and should be approved by the
Authority to be effective March 1, 2012." The adoption of those provisions, in particular Rate Schedule
342, were supported by the testimony of Consumer Advocate witness Novak:

Q27. What is the CAPD’s position with respect to the Company's proposal to implement a
natural gas tariff?

A27. The Company has proposed a new Rate Schedule 342 for Natural Gas Vehicle Fuel.
The Company has also proposed a monthly customer charge of $40 and a consumption charge
of $0.23109 per therm. The CAPD believes that the prospects for the natural gas fuel market are
good and that this customer group may eventually develop and contribute to the recovery of the
Company's common costs. The CAPD therefore supports the Company's initial proposal for this
rate schedule until the next rate case.




on Spence Lane approximately 3 miles from its Century Boulevard facilities and in proximity to
interstate highways. This station has seen increasing usage since it was constructed in June of
last year. Piedmont continues to talk with fleet and other commercial businesses about
converting to natural gas use and has tentative plans to add one other public fueling facility in
the Nashville area in the next few years.

As Piedmont’s capital investment in CNG infrastructure has increased — it is currently
approximately $4.7 million — Piedmont began to consider the need to start recovering costs
associated with its CNG infrastructure investment. Inasmuch as these costs are not included in
existing rates, Piedmont had two possible approaches to start recovering on these CNG
infrastructure investments: (1) file a general rate case, or (2) seek approval of an alternative
ratemaking mechanism under the provisions of T.C.A. § 65-5-103(d) authorizing such treatment
for alternative motor vehicle fuel infrastructure investment. Piedmont chose the latter option and
filed its Petition for alternative ratemaking with the Authority on August 29, 2014 in Docket No.
14-00086. Concurrently, in Docket No. 14-00087, Piedmont also filed proposed revisions to its
existing approved Rate Schedule 342 and a new Experimental Rate Schedule 343. The
proposed revisions to Rate Schedule 342 were designed to limit service under that rate
schedule to customers receiving service directly from Piedmont owned compression and
dispensing equipment. Piedmont’'s Experimental Rate Schedule 343 was designed to allow
customers to receive gas for CNG purposes for their own use or for resale under the prevailing
general rate schedule for which they qualified for service.

After the submission of prefiled testimony and exhibits, and an evidentiary hearing, these
proposals are now before the Authority for decision. For the reasons discussed herein,
Piedmont respectfully submits that the Authority should approve Piedmont's proposed tariffs
and allow to Piedmont to provide continued and expanding CNG service to the public in

Tennessee consistent with the public interest inherent in such service.



DISCUSSION
L Piedmont’s Tariff Proposals are Just and Reasonable and in the Public
Interest.

A. Piedmont’s Rate Schedule 342 Revisions and Proposed Experimental
Rate Schedule 343 are Just and Reasonable and should be approved.

1. Piedmont’s Proposed Revisions to Rate Schedule 342 are Just
and Reasonable.

Under Piedmont’s existing Rate Schedule 342, Piedmont is authorized to provide CNG
services and to charge both a monthly and volumetric charge for service. The Company is also
authorized to charge up to $0.50 per therm in addition to the base rates in order to compensate
the Company for use of Company compression equipment in providing CNG service and Rate
Schedule 342 also provides for the collection of federal, state and local motor vehicle fuel taxes.
Under current Rate Schedule 342, Piedmont has served CNG providers and provided direct
retail CNG service to Tennessee CNG vehicle owners since 2012. Since that time, Piedmont
has experienced significant and increasing public demand for CNG service and has invested
approximately $4.7 million of additional capital in CNG related infrastructure. This service has
been provided and investment made without complaint from any party that Piedmont’s provision
of CNG service is contrary to the public interest, in violation of law, or anti-competitive.

Piedmont’s proposed revisions to Rate Schedule 342 do not, in any way, expand the
scope of CNG services currently being provided by the Company. Current Rate Schedule 342
allows the Company to provide retail CNG services with specific provisions that include a
charge for compression and the assessment of a highway motor vehicle tax charge if
applicable. Revised Rate Schedule 342 and the accompanying proposed Experimental Rate
Schedule 343 merely serve to bifurcate Piedmont’s provision of CNG service into “sales service
provided through Piedmont-owned compression facilities” and “sales/transportation service to
third-parties who will provide their own compression.” Accordingly, Revised Rate Schedule 342

does not expand the jurisdictional status of current services and is, in fact, narrower in scope




than current Rate Schedule 342. Revised Rate Schedule 342 also reflects the exact same rates
and service charges approved in Piedmont’s last rate case. Inasmuch as revised proposed
Rate Schedule 342 reflects a narrower definition of CNG service (at the same rates) compared
to existing Rate Schedule 342, the Authority’s approval should follow as a matter of course.

2. Experimental Rate Schedule 343 is Just and Reasonable.

Similar to Revised Rate Schedule 342, Experimental Rate Schedule 343 falls within the
scope of Piedmont’s currently approved provision of natural gas CNG related services. The
proposed experimental tariff is designed to make natural gas available to customers at their
premises under approved general residential, commercial and industrial service schedules, the
only distinction being that the end use of the gas is CNG. Piedmont proposed this rate schedule
in part to allow high-volume customers to transport natural gas on the Company’s system for
CNG use and in part to facilitate sales-for-resale by such customers.> Experimental Rate
Schedule 343 was designed to respond to customer demand and to facilitate growth in the
Nashville CNG market, which as is explained by Mr. Valentine, depends upon fostering growth
in the number of publicly accessible CNG fueling facilities.® Individual and large-scale motor
fleet operators are reluctant to transition to CNG without assurances that there will be sufficient
numbers of accessible and convenient filling locations. Proposed Experimental Rate Schedule
343 will help satisfy that need by making CNG more widely available at lower cost transportation

rates, particularly to third-party providers.*

? Sales for resale are generally otherwise prohibited by Piedmont'’s tariffs.

% Valentine Supplemental Test. p. 9., Il. 13-20.

* Good examples of this phenomenon are Trillium CNG (“Trillium”) and Waste Management, Inc. (“Waste
Management”). Both companies regularly used Piedmont's Nashville CNG stations for their CNG fleet
requirements until their own stations were constructed. Presently, Piedmont provides natural gas
services to the Trillium and Waste Management facilities where the companies compress the gas utilizing
their own equipment. Although both companies have been open less than a year, those stations have
dispensed over 476,000 therms of gas. Both of the stations are open to the public, which has increased
the number of available CNG filling stations in the Nashville area.




In this docket, both Consumer Advocate witnesses recommended approval of
Experimental Rate Schedule 343 without any proposed revisions.> Consumer Advocate witness
Dr. Klein specifically noted that Rate Schedule 343 "will promote the development of the retail
CNG vehicle fuel market.”® Based on the foregoing evidence, the Authority should approve
proposed Experimental Rate Schedule 343.

3. The Authority Should Approve Piedmont’s Revised Rate Schedule
342 and its Experimental Rate Schedule 343.

Increasing public access to CNG services clearly is in the public interest. Piedmont has
contributed to the growth of CNG use within its territory through its provision of regulated CNG
services under its current Rate Schedule 342. The Company has not proposed to
fundamentally change the nature of the CNG services it currently provides under Rate Schedule
342. Instead, it has restructured that service into two rate schedules and has added a
transportation option and authorized sales for resale, both of which facilitate competitive retail
service by third-party providers. Neither the Tennessee Fuel and Convenience Store
Association (“TFCA”) nor the Consumer Advocate have identified any aspect of the manner in
which Piedmont provides CNG service, either currently or as proposed, that would render such
service or the terms under which it is offered, unjust or unreasonable.” Accordingly, Piedmont
requests that the TRA approve its proposed revisions to Rate Schedule 342 and its proposed
Experimental Rate Schedule 343 as filed.

B. Piedmont’s Proposed Rate Schedule 318 is in the Public Interest.

In Docket No. 14-00086, Piedmont filed a proposed new Rate Schedule 318 which, if
approved by the Authority, will implement a new alternative ratemaking mechanism designed to

allow Piedmont to recover, on an intra-rate case basis, the capital related costs associated with

® Piedmont addresses the objections by TFCA witness Jones to the lawfulness of its proposed rate
schedules later in this Brief.

® Klein. Direct Test. P 12, Il. 17-18,

” Piedmont addresses the various specific criticisms and concerns raised by the TFCA and Consumer
Advocate witnesses below in Section I of this Brief.



investment in new CNG infrastructure. This filing, which was made under the authority provided
by T.C.A. § 65-5-103, is designed to facilitate recovery of capital related costs incurred by
Piedmont since the end of the attrition period in its last general rate case and any additional
CNG related capital costs incurred prior to its next general rate case. This alternative regulation
mechanism will allow Piedmont an opportunity to recover some (but not all) of the costs of
investments in new CNG fueling equipment which Piedmont is not currently recovering in its
rates. It will also reduce pressure on the need for Piedmont to file a new rate case in order to
place these CNG related capital investments into rate base and rates. As is explained in detail
below, Piedmont’s request to implement an alternative ratemaking mechanism to address new
CNG fueling related capital investment is fully consistent (and compliant) with the provisions of
T.C.A. § 65-5-103, is in the public interest, and should be approved by the Authority on that
basis.

Section 65-5-103 of the Tennessee Code is entitled “Changes in utility rates, fares, and
schedules — Implementation of alternative regulatory methods to allow for public utility rate
reviews and cost recovery in lieu of a general rate case proceeding” and sets forth in subsection
(d)(3) thereof, a statutory regimen for the approval of alternative ratemaking mechanisms
relating to a number of specified types of utility projects. That subsection of the Tennessee
Code provides, in part, that:

A public utility may request and the authority may authorize a mechanism to

recover the operational expenses, capital costs or both related to the expansion

of infrastructure for the purpose of economic development, if such expenses or

costs are found by the authority to be in the public interest.

T.C.A. § 65-5-103(d)(3)(A). This subsection further provides, with respect to what kinds of
infrastructure projects may be eligible for alternative ratemaking mechanisms, that:

Expansion of economic development infrastructure may include, but is not limited

to, . . .[ilnfrastructure and equipment associated with alternative motor vehicle

transportation fuel.

T.C.A. § 65-5-103(d)(3)(A)(i). Finally, this section of the Tennessee Code provides that:



The authority shall grant recovery and shall authorize a separate recovery

mechanism or adjust rates to recover operational expenses, capital costs or both

associated with the investment in such economic development facilities, including

the return on such economic development investments at the rate of return

approved by the authority at the public utility’'s most recent rate case . . . upon a

finding that such mechanism or adjustment is in the public interest.
T.C.A. § 65-5-103(d)(3)(B). As is discussed below, Piedmont's proposed CNG Infrastructure
Rider mechanism meets all of the criteria set forth in Section 65-5-103(d)(3) and is, therefore,
properly before the Authority for a determination of the public interest inherent in that
mechanism.®

Piedmont’s proposed CNG IR mechanism, as reflected in Rate Schedule 318 and
explained by Piedmont witness Powers, is designed to recover capital related expenses
associated with Piedmont investment in new CNG fueling equipment and infrastructure.® As
such, Piedmont’s application in this docket plainly complies with Section 65-5-103(d)(3)(A).
CNG is also indisputably an “alternative motor vehicle transportation fuel” and no party has
contended otherwise. This satisfies the criteria of Section 65-5-103(d)(3)(A)i). Thus, the only
question remaining under the statute is whether the types of costs incurred by Piedmont which it
seeks to recover through its CNG IR mechanism, and the IR mechanism itself, are “in the public
interest.” Piedmont respectfully submits that they are both in the public interest based upon the
evidence presented at the hearing of this docket as described below.

Evidence presented by Piedmont withesses Valentine and Powers clearly indicates that
existing CNG cQsts proposed for inclusion in the CNG IR mechanism include the costs of

upgrading Piedmont’s Century Boulevard Resource Center CNG fueling facilities and the costs

of constructing a new public CNG fueling station on Spence Lane, in both instances, to

8 TFCA witness Jones contends that 65-5-103(d) does not “specifically permit a regulated utility to offer
competing CNG motor fuel services and recover its investment and costs of operations from captive
ratepayers” but he neither explains his conclusion — which flies in the face of the plain statutory language
-- nor cites any legal support for it. Jones Direct Test. p 6., Il. 6-8.

® This amount is referred to as the “CNG Infrastructure Investment Amount” in Service Schedule No. 318
and is defined as “the approved amount of actual capital investment of the Company resulting from the
expansion of economic development infrastructure associated with compressed natural gas motor vehicle
transportation and not otherwise included in current rate base.” Powers Supplemental Test. p. 2., Il. 14-
20.




accommodate increased and growing CNG demand and to serve it safely and efficiently.™
These costs, which total approximately $4.7 million dollars, were prudently incurred by
Piedmont in order to meet public demand for increased access to CNG fueling facilities
operated by the Company consistent with Piedmont’s approved Rate Schedule 342 service
obligations. Piedmont submits that the context (its approved Rate Schedule 342 service
obligations), the cause (growing public demand for CNG service), and its response
(upgrades/construction of CNG fueling facilities to safely serve the public under Rate Schedule
342), all support the prudence and reasonableness of its actions and the underlying public
interest in the costs incurred to provide this service. No party has contended otherwise or
presented evidence challenging the prudence, reasonableness or public interest associated with
Piedmont’s construction of CNG fueling facilities needed to serve the public under its Rate
Schedule 342.

All then that is necessary for the Authority to find Piedmont’s proposed CNG IR
mechanism fully compliant with Section 65-5-103(d)(3), and to approve it, is the conclusion that

""" In this case, there is substantial

Piedmont’s proposed mechanism is “in the public interes
uncontroverted evidence supporting the public interest inherent in Piedmont's proposed
mechanism. The initial evidence of the public benefits inherent in expanded CNG usage as a
motor fuel is provided in the direct and rebuttal testimony of Piedmont witnesses Valentine and
Powers. These benefits include lower greenhouse gas emissions,'? lowered reliance on foreign

oil as a result of the domestic nature of CNG supplies,” direct and ancillary economic

development benefits from the production, transportation, compression and sale of this

1% Witness Valentine made clear in his testimony that the proximate cause for the construction of the
Spence Lane facility was the fact that growing demand at Century Boulevard — an active Piedmont
Resource Center - was causing space and security issues. Valentine Direct Test. p. 15., Il. 5-21.

" Significantly, the statute is directive in nature with regard to approval of alternative ratemaking
mechanisms. If the Authority concludes that the proposed mechanism is “in the public interest,” the
Authority “shall” authorize it.

2 Mr. Valentine testified that “CNG emits 25% less CO2 emissions than gasoline and diesel, 70% less
carbon monoxide, and 87% less nitrogen oxides.” Valentine Direct Test. p.4., Il. 15-17.

'? valentine Rebuttal Test. p. 11, 1.11-12.




alternative motor vehicle fuel which accrue all along the production/supply chain,™ and lowered
customer costs for transportation fuel and maintenance.' The expansion of the CNG market in
Tennessee will also have the ancillary benefit of reducing Piedmont ratepayers’ costs
associated with the allocation of Company overhead and common expenses between classes of
customers.'® Therefore, a growing CNG customer class will absorb larger and larger shares of
Piedmont's common and overhead costs to the benefit of all of its other customer classes.
Given the enormous potential of the CNG market and the fact that Piedmont is the only entity
well-positioned to supply natural gas to this market (irrespective of who is actually selling it at
the retail level) the scope and scale of this potential benefit is very significant."

Substantial additional evidence of the public interest inherent in promoting increased
CNG usage comes from the Tennessee General Assembly, in the form of Public Chapter No.
423 enacted in 2013 (“Energy Independence Act of 2013 or “EIA”). The EIA, which is entitled
“An Act to amend Tennessee Code Annotated, Title 4, Title 67 and Title 68, relative to
alternative fuel vehicles and fueling infrastructure” makes a number of changes to various
Tennessee statutes to promote and encourage the use of CNG vehicles and the expansion of
CNG fueling stations. In adopting these provisions, the General Assembly made a series of
findings regarding the benefits of natural gas as a motor fuel and additional conclusory findings
that “energy independence is a worthy public policy goal,” and that “the advantages of natural
gas as an alternative fuel include its domestic availability, widespread distribution infrastructure,

low cost when compared with gasoline and diesel fuels, and clean-burning qualities.”

' Valentine Rebuttal Test. p. 11., II. 11-27.

1% Valentine Rebuttal Test. p. 11., 1. 18-20.

'® powers Rebuttal Test. p. 10-11., Il. 22, 1-5,

v Interestingly, in an analogous situation, the preservation of a customer’s contribution to common and
overhead costs is the rationale supporting discount rate treatment for large commercial/industrial
customers who have alternative fuel options. Under this treatment, other customers keep Piedmont
whole for the revenue loss associated with a rate discount on the theory that these customers are better
off because the rate discount preserves overhead and common cost-sharing by the customer subject to
the rate discount. This could be construed as a type of subsidization of the discount rate customer but it
is indisputably in the best interests of all customers and is routinely authorized by the Authority.

10




Based on these findings, the General Assembly then adopted revisions to the law of the
State of Tennessee designed to (1) increase the number of CNG vehicles in state fleets, (2)
promote the development of natural gas fueling infrastructure “throughout the interstate highway
corridors in Tennessee,” (3) to promote the construction of CNG fueling infrastructure by
reducing the taxes associated with owning such equipment (including taxes on utility owned
CNG fueling infrastructure),” and (4) changing the definition of “energy-efficient motor vehicle”
under state law to include “a vehicle powered by natural gas.””® These statutory provisions, as
well as the express legislative findings upon which they are based, as included in the Energy
Independence Act of 2013, provide irrefutable evidence that the State of Tennessee believes
that the promotion of expanded CNG usage as a motor fuel is in the public interest.?

Finally, the conclusion that expanded CNG use has been deemed by the Tennessee
General Assembly to be in the public interest is supported and ratified by the action of Governor
Haslam in signing a multistate Memorandum of Understanding (“MOU”) promoting the
expansion of CNG vehicle use and fueling infrastructure. This MOU, a copy of which is
attached hereto as Appendix B, is a sweeping statement of policy and position relating to the
promotion of CNG vehicle use and the construction of expanded CNG fueling facilities:

The States recognize the benefits and unique attributes of clean burning natural

gas and understand the significant opportunity compressed natural gas (CNG)

presents to save State and taxpayer dollars by encouraging an energy future that

utilizes domestic energy resources to fuel our nation’s transportation needs . . .

Simultaneously, the States understand the need for continued development and

expansion of CNG fueling infrastructure and should endeavor to encourage

private investment, predicated on demonstrating an anticipated increase in State
NGVs, to meet growing demand.

'® The EIA revisions to Section 67-5-601 specifically anticipate utility owned CNG fueling infrastructure - a
clear indication of the General Assembly’s anticipation that such infrastructure would be owned by public
utilizes. See T.C.A. § 67-5-601(f).

9 T.C.A. § 4-22-101(d)(2)(F).

% A copy of the Energy Independence Act of 2013 is attached to this Brief as Appendix A.
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MOQU, Appendix B, p.1. The signature of Governor Haslam on this MOU represents compelling
evidence of the strong public interest of the State of Tennessee in the promotion of CNG vehicle
usage and the expansion of CNG fueling infrastructure.

Based on the foregoing laws and evidence, it is beyond reasonable dispute that
Piedmont’s proposed Service Schedule No. 318 is both compliant with the express provisions of
T.C.A § 65-5-103(d)(3) and in the public interest. Significantly, there has been no evidence
presented that undercuts the public benefits of CNG usage presented by Piedmont and
confirmed by the State of Tennessee in its statutes and commitments to other States.?’ The
public interest associated with Piedmont’s alternative ratemaking mechanism strongly supports
approval by the TRA. This public interest is manifest in the multiple benefits to the public of
utilization of CNG as a motor fuel, the strong support for expanded CNG usage evidenced in
multiple acts of the Tennessee General Assembly (including T.C.A. § 65-5-103), and by the
multistate MOU entered into by the State of Tennessee to promote expanded CNG vehicle
usage by and within the State of Tennessee. Based upon these facts, the Authority should
approve Piedmont’s CNG IR mechanism as in the public interest.

. The Objections to Piedmont’s Proposals Raised by the Consumer

Advocate and TFCA are speculative, hypothetical and otherwise without

merit.

A. Jurisdictional status of CNG service.

The Authority currently regulates CNG services provided by public utilities in Tennessee.
Despite the current objections by TFCA and Consumer Advocate witnesses, this fact is not in
doubt. Any examination of the jurisdictional status of CNG sales and transportation service
must start with the recognition that the Authority has already exercised jurisdiction over these
activities to the extent they are offered by a public utility. Notably, neither the Consumer

Advocate nor the TFCA challenged this assertion of jurisdiction until Piedmont made its filings in

! The TFCA and the Consumer Advocate have raised other issues with Piedmont's proposed CNG IR
mechanism, which are discussed later in this brief but none of their objections in any way undermines the
clear statements of public interest contained in the MOU and the Energy Independence Act of 2013.

12



this proceeding. To the contrary, the Consumer Advocate actively supported the Authority’s
jurisdiction over CNG sales by Piedmont in Piedmont’s last rate case.

In addition to this precedent, and the related fact that Piedmont is now and has for two
years been offering CNG service to the public as a regulated utility service, there is also ample
additional evidence of the propriety of the Authority’s exercise of jurisdiction over Piedmont’s
provision of CNG service. This evidence consists of both multiple statutory provisions that
anticipate such service as well as the similarity and consistency of CNG service with Piedmont's
other regulated tariff offerings.

With respect to statutory references supporting this Authority’s jurisdiction over
Piedmont's CNG service, the Directors need look no further than T.C.A. § 65-5-103(d)(3) which
expressly permits a public utility like Piedmont to propose alternative ratemaking mechanisms
related to cost recovery for investments in alternative motor vehicle fuel infrastructure. CNG is
plainly such an alternative motor fuel. As such, it is clear that the legislature anticipated just the
scenario presented in this case when enacting Section 65-5-103(d). The same conclusion is
supported by various provisions of the Energy Independence Act of 2013, where the General
Assembly adopted provisions meant to incent and support utility construction of CNG fueling
infrastructure.

With respect to the similarities of CNG service to other natural gas service provided by
Piedmont, Piedmont's witnesses testified that CNG service currently is offered as a regulated
utility service, that Piedmont's CNG service in North Carolina and South Carolina is offered as
regulated utility service, that natural gas is regulated at a large variety of pressures and even
varying physical states (liquid and gaseous) throughout the production and delivery chain but
that none of these variations cause it to be regulated differently or deregulated, and that the
steps Piedmont takes to make CNG available to the public are essentially identical to the steps
it takes to make other types of natural gas service available to the public, save and except for

the need to physically place it in the fuel tank of a CNG vehicle. Tellingly, it should be noted
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that other customers, namely industrial and power generation customers, also require natural
gas to be provided under different pressures in order to allow consumption. Furthermore, all
natural gas delivered by Piedmont is compressed at some point in order to move it along
transmission lines. Hence, there is nothing unique about compressing natural gas as part of the
overall delivery chain for end users.

Consumer Advocate witnesses Klein and Novak argue that the lack of a monopoly with
respect to the retail provision of CNG service by Piedmont precludes Authority jurisdiction over
Piedmont’s offering of that service.?? As testified to by Piedmont witness Powers, however,
Chapter 65 has no such requirement when discussing the extent of the Authority’s jurisdiction
over Piedmont or its services to the public. To the contrary, the scope of the Authority’s
jurisdiction over Piedmont’s service offerings has been described as nearly plenary in nature
under Chapter 65. As such, it is clear that the Authority may regulate Piedmont's CNG service
to the public -- a conclusion consistent with the Consumer Advocate’s position in Piedmont’s
last rate case where it urged the Commission to do just that.

Consumer Advocate witnesses Novak and Klein also claim that compressed natural gas
is a fundamentally different product than regulated natural gas services used by homes and
businesses but that contention defies common sense given the variety of pressures and
physical states natural gas is subjected to while being continuously regulated by federal and
state commissions from the production fields to consumer burner tips.?

Piedmont recognizes and has acknowledged in its filings in this case, that it is at least
possible that the retail CNG market could become sufficiently competitive at some point in the
future to justify deregulating Piedmont’s provision of that service but no evidence in this case
supports the notion that this time is now. To the contrary, the evidence establishes that there

are only two competitive providers of retail CNG service in Nashville at this time which clearly

2 Klein Direct Test. p 10., Il. 14-18. Novak Direct Test. p. 7., Il 2-6.
% Novak Direct Test. p 4., Il. 12-15.
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does not establish a competitive market. In this circumstance, it would seem desirable for CNG
customers, who have made large investments in CNG vehicles, to have the option to utilize an
Authority approved and supervised CNG service provider to ensure that the market remains
open for competition.

Based on the foregoing, Piedmont respectfully submits that the Authority has ample
jurisdiction to continue to regulate Piedmont’s provision of CNG service to the public and that it
should exercise that jurisdiction in order to protect the public interest.

B. Alleged subsidization of CNG customers.

Several of the Intervenor withesses contend that approval of Piedmont’'s Service
Schedule 318 CNG IR mechanism is precluded because of alleged subsidization that would
result from its application. This argument is premised primarily on two factors. The first is that
the CNG IR mechanism would initially allocate CNG infrastructure costs to all of Piedmont’s
customers for recovery until the underlying CNG infrastructure is included in rate base in
Piedmont’s next general rate proceeding. The second is the answers given by then Chairman
Allison to questions in two legislative subcommittee hearings considering the legislation that
would later became T.C.A. § 65-5-103(d). As is explained below, neither of these factors
provides a reasonable basis for the conclusion that a subsidy of CNG customers exists in this
circumstance or that its alleged existence bars approval of Service Schedule 318 on the basis
that it is contrary to legislative intent.

The issue of whether one rate class (or one type of customer) is subsidizing another rate
class (or other type of customer) in utility ratemaking is a complicated and highly fact specific
subject. The reason for this complexity is that the costs to serve individual customers are not
uniform across rate classes or even within rate classes. This complexity is further exacerbated
by the additional fact that utility rates are not typically set solely on the basis of cost. As an
example of these complexities, consider the following factors relative to Piedmont’s general

service offerings: (1) new residential customers cost more to serve than existing residential
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customers; (2) residential customers living in high-density urban areas cost less to serve than
residential customers living in lower density rural communities; (3) residential customers who
live close to existing high pressure mains cost less to serve than customers who are remote
from such facilities; and (4) residential customers who have multiple pieces of gas-burning
equipment cost less to serve than do residential customers who only utilize natural gas for
space-heating purposes. Despite these known and demonstrable differences in the cost
profiles of various residential customers, they all pay the same rate for service from Piedmont.
The same dynamic of varying costs of service also exist between Piedmont's rate classes. For
example, high volume industrial customers typically cost less to serve than residential
customers on a per therm basis but typically pay higher rates for that service.

When rates are set for these various customers, relative costs are examined but do not
determine rates. In fact, it is the norm that differing customer classes produce varying rates of
return for the Company under Authority approved rates. Typically, residential customers
produce returns that are below Piedmont’s overall allowed rate of return while commercial and
industrial customers produce higher rates. These rates of return are determined through class
cost-of-service studies which contain various assumptions. As a result, relative rates of return
can vary considerably in competing cost-of-service studies prepared by different analysts.
Further, calculated rates of return by customer class vary as usage and customer counts
change over time. Finally, all customer class rates of return tend to decline over time between
rate cases as Piedmont invests new capital in the facilities needed to serve those customers.

In this case, no witness has presented any evidence of the relative rates of return
associated with Piedmont’s current provision of service to its various customer classes which is
necessary to determine if a subsidy exists with respect to Piedmont's proposed IR

mechanism.?* Under Authority Rule 1220-1-2-.16(2)*° that burden is clearly on the TFCA and

' It is not enough to show that Piedmont's non-CNG customers will pay some of the costs of CNG
service on an interim basis through the CNG IR mechanism. That fact only reveals something about
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the Consumer Advocate inasmuch as they contend that Piedmont’s IR mechanism will result in
subsidization of CNG service. Without this evidence, it is not possible to reach any
determination as to whether any one class of customers is subsidizing any other class. The fact
that some level of CNG costs will be recovered from other customers on an interim basis under
the CNG IR mechanism does not change that fact but is simply one piece of a puzzle where all
the other pieces are missing. Based on the foregoing discussion, it is simply not possible to
determine whether or not a subsidy exists with respect to the provision of service to Piedmont’s
CNG customers on the evidence presented in this case and the TFCA and the Consumer
Advocate have failed to meet their burden of proof on that issue.

With respect to the question of whether “legislative intent” precludes approval of
Piedmont's CNG IR mechanism, Piedmont contends that the answer to that question is a clear
“no” for several reasons. The first is that legislative intent cannot reasonably be derived from a
single question asked by only two legislators in two subcommittee hearings. The second is that
the statute under consideration in this docket is not ambiguous and in the absence of ambiguity,
legislative intent is to be derived from the plain language of the statute in question.

The Tennessee General Assembly, when fully convened, has 33 Senators and 99
Representatives. The evidence of “legislative intent” that the TFCA and the Consumer
Advocate rely upon in opposing Piedmont’s CNG IR mechanism consists of questions from two
Representatives, one of whom expressly identified the TFCA as the source of the question.
While this evidence may support an argument that one (and maybe two) Representatives had
concerns over possible subsidization of utility offered alternative motor vehicle fuel service, it

reveals nothing about how the other 97 Representatives and 33 Senators in the General

Piedmont’s cash-flow but it does not answer the much broader question of whether a subsidy between
customer classes exists. The broader question requires substantially more information and analysis than
has been presented in this docket.

% Authority Rule 1220-1-2-.16(2) provides that “[tlhe burden of proof shall be on the party asserting the
affrmative of an issue . . .” In this case, the affirmative of the issue is the assertion that CNG
service/rates will be subsidized by operation of the CNG IR mechanism.
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Assembly felt about the issue. One could imply a different intent of those legislators, however,
based upon the simple fact that the subsequent passage of the act did not mention
“subsidization” or otherwise limit the Authority’s power to approve an alternative motor vehicle
fuels tracker mechanism. Because of these facts, the reliance of the TFCA and the Consumer
Advocate on these questions is misplaced.?®

Moreover, reliance on subcommittee questioning of Chairman Allison as evidence of
legislative intent is improper under Tennessee law in any event. The law of Tennessee is quite
clear on this point. When a statute is clear, the courts must apply its plain meaning. See e.g.

Walker v. Sunrise Pontiac-GMC Truck, Inc., 249 S.W.3d 301 (Tenn. 2008); Town of Middleton

v. City of Bolivar, 2012 Tenn. App. Lexis 464, 2012, WL 2865960 (Tenn. Ct. App. July 13,

2012). In this case, the statute at issue is clear. T.C.A. § 65-5-103(d) plainly permits the TRA
to approve an alternative ratemaking mechanism for recovery of costs associated with
investment in alternative motor vehicle fuel infrastructure and the only requirement of such
approval is that the Authority find that the costs sought to be recovered and the mechanism
through which the costs are to be recovered are in the public interest. There is no subsidization
qualification to this standard and no ambiguity in the statute. Accordingly, no additional
evidence of legislative intent is permissible.

Based on the foregoing, it is clear in this case that no subsidization has been shown to
underlay Piedmont’s proposed CNG IR mechanism and that, even if it were possible to surmise
that such subsidization existed, there is no bar to approval of the mechanism created by
questions posed to Chairman Allison during the legislative subcommittee process that preceded
approval of T.C.A. § 65-5-103(d). As such, the Aﬁthority should not withhold approval of
Piedmont’'s CNG IR mechanism on the grounds of alleged subsidization of CNG service if

Piedmont’s mechanism is otherwise found to be in the public interest.

% To state the obvious, only the questions to Chairman Allison can be considered evidence of legislative
intent as his answers reveal nothing about the mental state of the minds of the legislators considering
enactment of T.C.A. § 65-5-103(d).
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C. Piedmont’s Tariff Proposals are Not Anti-Competitive and do not violate
Tennessee Law.

Neither the Consumer Advocate nor the TFCA have identified a single instance of actual
harm to the public that has occurred as a result of Piedmont's provision of regulated CNG
services to the public during the last two years. In contrast, Piedmont has provided substantial
evidence of public demand and benefit from its provision of CNG service and its increased plant
investment in CNG infrastructure. Instead of providing evidence of actual harm, the TFCA and
Consumer Advocate’s witnesses have raised purely speculative concerns about possible harms
that could arise if Piedmont violates the law in providing CNG service going forward. As
Piedmont witnesses Valentine and Powers have testified, however, Piedmont is fully aware of
the laws governing its provision of service which prohibit undue discrimination and anti-
competitive behavior and has every intention of complying with those laws just as it has
complied with them for many years in providing natural gas service to the public in Tennessee.?”
The mere possibility that Piedmont could violate them is no basis to deny Piedmont the ability to
continue to serve public demand for CNG service and the intervenor witnesses have not shown
otherwise.

The TFCA and Consumer Advocate witnesses also claim that Piedmont's proposals
would result in unfair advantages over competitors. TFCA witness Carr discusses possible
“predatory pricing” and Consumer Advocate witness Klein raises concerns about a potential
“price squeeze.® While both these witnesses speculate about the possibility of such anti-
competitive activity by Piedmont neither has produced a shred of evidence either that Piedmont
has engaged in anti-competitive behavior in providing CNG service or that it will do so in the
future. In fact, Piedmont's proposed Experimental Rate Schedule 343 allows Trilium and

Waste Management more flexibility in securing gas supply, and delivery at a lower rate on

" powers Rebuttal Test. p. 13-14., ll. 19-22, 1-3.
%8 Carr Direct Test. pp. 15-16., Il. 11-17, 1-2. Klein Direct Test. pp. 11-12., II. 18-23.
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Piedmont’s system. Again, the mere possibility of bad behavior is no reason to deny Piedmont
the ability to provide otherwise desired service to the public.

Even in making their speculative assertions about the potential for unlawful or anti-
competitive conduct by Piedmont, the intervenor witnesses failed to perform any current
assessment of the Tennessee CNG market or its development. The witnesses do not define
the market, identify the potential competitors or evaluate how the Authority’s regulation of a
public utility’s CNG service has impacted the market’s growth. With the exception of Dr. Carr,
the other three witnesses admit that they have no direct experience with the developing CNG
market at all. In failing to apply their economic theories to the actual Tennessee CNG market,
the intervenor witnesses have failed to provide any support for their contention that Piedmont’s
role in this market could be unlawful or result in unfair competition.

Intervenors have also ignored the significant evidence that Piedmont's best interests lie
in developing competition in this market and that Piedmont has actively enabled at least two
retail competitors in the last two years. Specifically, Piedmont has facilitated the provision of
CNG to the public by both Trillium and Waste Management facilities for CNG use. As
previously explained, both companies provide CNG services to the public, and in the case of
Waste Management also use their facilities for their own fleet. Piedmont’s own retail facilities
are in competition with Trillium and Waste Management for retail sales but that did not prevent
Trillium or Waste Management from constructing their facilities and offering CNG service to the
public which they do today. A significant amount of discovery from the Consumer Advocate and
TFCA focused on these circumstances,® yet a review of the intervenor testimony reveals no
contention that Piedmont abused its role as a natural gas provider under its approved rate

schedules. Instead, Piedmont's conduct under its approved tariffs is much more consistent with

? TECA Supplemental Data Request. 22. 23. 24. 27.; TFCA First Data Request. 7.; TRA Staff First Data
Request. 3.; Consumer Advocate Supplemental Data Request 12.
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Ms. Powers testimony that the Company’s interests are aligned with the overall increase of
CNG use across the market, not merely at Piedmont-owned facilities.*

The Consumer Advocate and TFCA witnesses have identified no more than speculative
possibilities about bad behavior Piedmont “could” or “might” engage in under its proposed
tariffs. Piedmont has clearly stated that it recognizes the unlawful nature of the possible bad
behavior and has just as clearly indicated that it has no intention of engaging in such behavior.
Its conduct over its long history of providing public utility service to the public as well as its
conduct providing CNG service over the last two years supports this commitment. Further, even
if it chose to engage in bad behavior any aggrieved party would have immediate access to the
Authority to remedy that behavior. Under these circumstances, the intervenors’ speculative
concerns do not provide a basis to deny Piedmont’s proposed tariffs in this proceeding.

CONCLUSION

For the reasons discussed above, Piedmont respectfully submits that it has
demonstrated that its proposed Rate Schedules 342 revisions, its Experimental Rate Schedule
343, and new proposed Rate Schedule 318 are just and reasonable and otherwise in the public
interest.  Accordingly, Piedmont respectfully requests Authority approval of those rate
schedules.

This the 22d day of January, 2015.

/ ?T/%W

R. Dale Grimes (#6223)

OF COUNSEL:

Bass, Berry and Sims PLC

150 Third Avenue South, Suite 2800
Nashville, TN 37201

(615) 742-6244

% powers Rebuttal Test. p. 10., Il. 17-18.
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OF COUNSEL:

Moore & Van Allen, PLLC

100 N. Tryon Street, Suite 4700
Charlotte, North Carolina 28202-4003
Telephone: 704-331-1079
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Jahls H. Jeffries IV
Brian S. Heslin

22

& [ fNtzeiasen




Appendix A




569
PUBLIC CHAPTER NO. 423

.
¥
L
B
3
L.
i
l 0
+
23
it
{
i
I
k

PUBLIC CHAPTER NQ. 423

SENATE BILL NO, 852
By Ketron, Bell, Tracy
Subslituted (or: House Bill No, 1272

By Matheny, Sargenl, Harrison, Haynes, Swann, Hawk, Dean, Eldridga, Litleton, Jarnigan,
Shepard, Kavin Brooks, Walson, Forgely, Sparks, Moody, Faison, Weaver, Waomick

AN ACT to amend Tennossen Cade Annolated, Tille 4; Title 67 and TWe 68, relative lo afternalive
fuel vehicles and [ueling Infraslructure,

WHEREAS, the Unlled Slates consumed nearly eightoan million efght hundred thousand
{18,800,000) bavrels of oil In 2011; and

WHEREAS, forly-five parcent (46%) of the oif consumed was Imparled from olher couniries;
and

WHEREAS, ihe pelroleumn market Is a global markel, and the price of oll is greally alfeclad
by world events; and

WHEREAS, eighly-five percent (85%) of the natural gas consumed in the Anited States Is
produced domestically; and

WHEREAS, U.S. nalural gas resources are eslimated at one Uillion seven hundred billion
{1,700.000,000) cubic feel, enough to last one hundred (100) years or more; and

WHEREAS, the newly discoverad, domestic nalural gas reserves have jed ta low natural gas
prices and price stabifity. Natural gas prices are unaffocied by Wwroll in the Middio East; and

WHEREAS, the Unlled States leads the world In natural gas production, bul fags in the
usage of natural gas vehicles; and

WHEREAS, the price of compressad nalural gas is nearly hall the price of gasaline or dissel;
and

WHEREAS, natural gos powers more than one hundred thousand (100,000 vehicles in the
United States and roughly sfeven milion two hundrad lhousand (11,200,000} vehicles worldwide
and is a good power cholcs for high-mileags Neets, such as buses and la¥ls, that are canlrally fueled
or operata within a limited area; and

WHEREAS, the adventages of nalural gas as an alternative fuel include fis damestic
availabilily, widespread distrlbulion infrastructure, low cosl when compared with gasoline and diessl
fuls, and clean-buming qualities; and

WHEREAS, ihe U.S. Daparimenl of Energy found that thera are iwo (2) forms of natural gas
which may be used in vehicles and are considered alternative fuels under the Energy Policy Act of
. 1992: comprossed natural gases of liquefied nalural gases; and

WHEREAS, the Tennessae general assembly flnds that energy Independence 18 a worthy
* .. public policy goal; now, iherefore,

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF TENNESSEE:
SECTION 1. This act shall be known and may ba cltad as the "Energy Indopendence Act of
KA

X SECTION 2. Tennesssa Coda Annolaled, Seclion 4-3-1109, Is amendad by delefing the
. seclionin Its entirely and subslituting the following:

4-3:1108.

. (2) The commissioner shall encourage the acquisition of energy-efficient and
-aftemative fuel motor vehicles In the fleet of stale vehicles, Each year, every elfort
_should be made 1o achieve & target goal thal ane hundred parcent (100%) of newly
purchaged passenger motor vehicles ba energy-efficent or alternative fuel motor
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vohicles, The depariment shall ensure thal at {oast twenly-{ive percent (25%) of nevily
purchased passénger motor vahicles procured for Use In areas designated by the
Unlted Stales environmental protection agency (EPA} as nonallainment areas shall
be hybrld-elactric vehictes or vehicles powered by nalurat gas; provided, thal such
vehicles and fueling Infrastruciure are available at the time of procurement and such
vehicles ore purchased at competilive prices. In tho evenl thal auch vehicles or
fueling infrasiructure is nol available al lhe time of procuroment, the department may
inslead meat this mandate by procuring compact fuet-efficient vehicles. (n areas not
designated by the EPA as nonaltainment areas, the deparimenl shalj ensure that at
least Iwenty-llve percent (25%) of newly purchased passenger molor vehicles ‘are
hybrid-eleclrlc vehicles, vehlcles powered by natural gas, or compact fuel-ellicient
vehiclas; provided, that such vehicles are purchased at competitive prices. :

(t)(1) Commencing June 30, 2013, the commissioner shall compile and
maintain informalion on the nature ol passenger motar vehicles lhat ate
owned and leased by the state, Including, but not limited to:

{A) The number of passenger molor vehicles purchased during
the fiscat year calegorized by energy-efliciency; and .

(B) The number of passenger motor vehicles owned as of June
30 of each year calegorized by encrgy-officiency.

(2) The commissloner shall file an annual report with the govemor and
the general assembly concerning such passenger motor vehicles. The report
shall include at a minfrmum:

(A) Problems or concerns [he state may have esperienced in *
meeting the target goal set pursuant to subsection (a) relative fo-
oblaining such energy-efficient motor vehicles; ) T

{B) Any savings or Increased expenditiras 1o the state In the " _-:*
purchass of, as well as the operation and mainlenance cost of, such -, 4
molor vehicles:

(C) Plans for Inlegrating energy-efficlent molar * vehicles':
idenlified in subdlivisions (c}{1)(E) and (G) Into the stale passenger -
mator vehicle teel; :

(D) The volume of gasoline or diesel displaced by the usage of’
energy-efilclent or alternative fuel vehicles: and :

{E) The emisstons reduction achizved by lhe usage uf'energy
elficient or alternallve Juel vehicles.

(8) The Informiation complled and mainltainad pursuant to subdlvisions .
(b){1) and (2) shall be made accessible to the public on the department's -
website through a prominent link provided on the home page. In addition, the
depariment shall submit an annual report containlng the Information compile
and maintalned pursuant to subdivisions (b)(1) and (2) to the speaker of th
senate and the speaker of the houso of ropresentatives and lo the cheirs of
the commiltlees concerning governmenl operations and to the chair of the
enargy, agricullure and nalural resourcos committee of the senals and the~
chair of the agrlcullure and Ratural resources commillee of the house, of

fepresentalives, p

(c) For purposes of this section unlese the context otherwise requires:

(1) “Eneigy-efficent molar vehicle™ nieans a passenger mator vehic
that is: o

(A) An alternative fuel vehicle as deflned by the Energy Policy
Act of 1992 (P.L. 102-486); -

(B) A flexible fuel vehice (FFV) utlizing ethano), blodiesel, 0
any other commarcially avallable aletnalive fuel approved -by the’s
Uniled Stales department of anergy: .

(C) A hybrid-electric vehicle (HEV):
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(D) A compact fuel-efficienl vehicle, defined as a vehicle
powered by unloaded gasoling that has a Uniled Stales EPA ostimaled
highway gasoline mileage raling of al leas{ Wwenty-five miles per galfon
{25 mpg) or grealer for the model year purchased;

(E) An electric vehicle {EV):
{F) A vehicle powered by natural gas; or

{G) A vehicle powered by ultra low sulfur dlesel fuel that meets
Bin 5, Tier )| emission slandards mandated by the EPA and thal has
an EPA-eslimated highway mileage raling of at least thily miles per
gallon (30 mpg) or greater for the model year purchased; and

(2) "Passenger molor vehiclo” means & motor vehicle designed for
canying six (6) or fewer adult passengers and used for the [ransportation of
persans; provided, Ihal vans, including cargo vams, trucks; sporl utiily
vehicles, and police pursuit vehicles shall nol be consldered passenger motor
vehicles.

(d) Eor purchases of vehicles that are not passenger motor vehicles, including
cargo vans, trucks, and sporl ulilily vehicles, the department Is encouraged to make
raasonable eHors to achlevs a larget goal that at least five percont (%) of newly
purchased vehicles are vehicles powered by nalurel gas, provided that such vehlcles
and fusfing infrastruclure are avaflable al the ime of procurement and such vehilcles
ara purchased at competitive prices,

(&) In order lo facilitate the development of natural gas fueling infrastructure,
the depaitment is aulharized lo padicipate In such pilot profects as may be necessary
ta insure the availabliity of natural gas fueling Infrastruclure throughout 1he inlerslale
highway corridors in Tennessee.

SECTION 3. Tenhessee Code Annolated, Section 4-22-101(b), Is amended by inserling lhe

following language after “hybrld efectric vehicles™ *, nalural gas vehicles".

SECTION 4. Tennessee Code Annolaled, Sectlon 67-5-G01, is amended by adding the

following as & new, approprialely designaled subseclion:

f) The general assembly finds that ony public utliity praperly or commerclal and
induskrlal property that is used lo engage in the fueling of natural gas vehicles and that s
cerlliied allemallve fueling sile as described in the definilion of “cerlified green anergy
produclion faclity’ in § 67-4-2004, is generally capabla of fueling fewer (ypes of vehicles due
to timited avallabllity from original equipmont manufacturars, that use of such sllsmallve,
domestically produced \ransporation fuels should be encouraged lo improvo alv qualily and
lo enhance our nallon's energy securily, and Immediale economic value for all purposos
under this chapler should nef inltlally exceed iy percent (30%) of Its lotal installed cosis.
The general assembly further finds that, unless (he findings are considered fn the
defermination of the sound, Inlrinsic, and Immediate accnomic value of such property for all
purposes under this chaplar, investmant in property for fueling altematlve fuel vehicles will be
unreasonably discouraged, denying Ihe citizens of this state he environmental benefits and
domestic energy secutlty aszoclated vith the use of natural gas us a transportation fuel. The
assessor of property, In assessing any such commercial and indusiral property, or the
compkoller, in assassing any such publlc utilily property, thal engages In \he fueling of motor

- vehicles with natural gas, shall take these findings by the general assambly Into account in
determining the sound, Intrinsic, and immediate economic value of such property, whan the
properly is initially appraised and each time the property is reappralsed. A copy of the facilily
cedilicalion lssued by the depanment of environmen? and conservation shall be reqalred in
order to qualify for such valuation. The valuation of personal properdy under this sectian shall
also apply to machinery and equipment ulllized In a natural gas vehicle fueling statlon. Such
equipment shall include, but not be limited (o: storage vessels, compressors, dryers,
dispensars, plping, compressed or fiquefied gas eppliances, or any olher item that Is installed
by a naturel gas provider.

SECTION 5, Tennesses Code Annalated, Section 87-4-2004(3). I3 emended by deleling the

subsection In its enlirely end replacing wilh the following language:

{9) "Ceified green energy production facillty” means:

(A) A facliity certiffed by he depariment of envlronment and conservalion as
producing eleclricity for use and consumption off the premises using clean energy
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lechnology. For the purposes af this subdiviston (8)(A), clean energy technolagy
maans lechnology used lo generate energy from geothermal, hydregen, solar, and
wind sourges;

(B) A facllity certified by the deparimenl of environment and consarvalion as
an alternalive molor vehlcle fueling station that utllizes nalural gas In compressed or
liquld fosm for the purpose of fuellng mator vehicles and that s projected to displace
more than six thousand (8,000) galions of petroloum ansually; or )

{C} A faclily which utilizes nalural gas in a combined hest and power
configurallon (CHP) for production of heal and electriclty for consumplion onsite.

4-22-101 SECTION 6. Tennessee Code Annotatad, Secllon 4-22-101, Is amended by deleting the
tarm “fuel-efticient” wheraver it appears In Ihe soclion and subsbluting the term "energy-efliclent
mator vehlcle®, and by delsling subsectian {d) and subslituting the following: .

{d) For pusposes of this section:

{1) "Molor vehlcle" means a self-propelled vohicle licensed for highway use;
and

(2) *Eneigy-efiiciant motor vehicle” means a passenger matar vehicle that is:

(A) An allernative fuel vehicle as defined by the Energy Palicy Aclof .
1992 {P.L. 102-486); .

{B) A flexible fuel vehicle (FFV) utltizing ethancl, blodlesel, or any alher
commercially avellable ollemative fuel approved by the Unlted Sfates
deparstment of energy; .

{C) A hybrid-clectric vehicle (HEV);

(D) A compacl {ual-officlent vehicle, delined as a vehiclo powered by . :
unjeaded gasolinc that has a Uniled States EPA estimated highway gasoline :
mileage raling of at least wenly-five miles per gallon {25 mpg) or grealer for
the modal year purchased; . |

(E) An eleclric vehicle (EV):
(F) A vehlcle powered by natural gas; or

(G} A vehicle powered by ultra lov sulfur diesel fuet that meets Bin 5, -
Ticr I} smission slandards mandated by the EPA and that has an EFA=
eslimaled highvay mileage rating of atleast thirly mlles per galton (30 mpg)or
greatsr for the madel year purchased. .

SECTION 7. If any provision of this acl or the application thereof ta any persarn
circumstancs Js held lnvalid, such invalidily shall not affect othey provisions ar applicalfons of the'd
which can be glven effect withoul the Invalld provision ar applicallon, end to that end the provisloh
of this act ave declared fo be severable. -

Lffective SECTION 8, This act shall take effect upan becoming a law, the public welfare raquir iy
date . '
B/16/2013
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Memorandum of Understanding

This Memorandum of Understanding (MOU) describes a coordinated effort between the undersigned States (States) to attract
automobile manufacturers in the U.S. to develop a functional and affordable original equipment manufacturer (OEM) fleet
natural gas vehicle (NGV) that will also meet public demand. The States recognize the benefits and unique attributes of clean
burning natural gas and understand the significant opportunity compressed natural gas (CNG) presents to save State and
taxpayer dollars by encouraging an energy future that utilizes domestic energy resources to fuel our nation’s transportation
needs. Through the joint solicitation of a Multi-State Request for Proposal (Joint-RFP) that aggregates annual State fleet vehicle
procurements, the States will endeavor to provide a demand base sufficient to support the design, manufacture, and sale of
functional and affordable OEM NGVs by automotive manufacturers in the United States.

In anticipation of soliciting a Joint-RFP, the States will endeavor to coordinate with local agencies, municipalities, and
companies to determine the number of NGVs each State can commit to purchase and the required specifications necessary to
meet fleet needs. The Joint-RFP shall require that the ultimate cost of an OEM NGV should be comparably priced to an
equivalent gasoline powered model and that warranty and reliability concerns are not compromised. Simultaneously, the
States understand the need for continued development and expansion of CNG fueling infrastructure and should endeavor to
encourage private investment, predicated on demonstrating an anticipated increase in State NGVs, to meet growing demand.

Pursuant to the terms of the Joint-RFP, to be executed at a later date, the States intend, where practical, to transition new fleet
vehicle acquisitions, in committed volumes, to a resulting OEM NGV. Such future acquisitions should, when economically
feasible, rely on traditional distribution channels that incorporate local businesses in procurement processes. In continued
recognition of the benefits of CNG, the States should also endeavor to pursue fleet vehicle conversions to CNG, where
economically compelling, based on a life-cycle cost analysis. The States will also reach out to fellow Governors to determine
broader interest and participation in the principles and process outlined in this MOU.

This MOU embodies the principle understandings of the States but shall not create any legal relationship, rights, duties, or
obligations binding or enforceable at law or in equity. Notwithstanding the foregoing, each State shall in good faith endeavor
to reach a mutually agreeable and economically beneficial Joint-RFP, as contemplated herein. This MOU does not create
additional state power, enhance existing state power, or interfere with federal authority or law. This MOU shall continue to
demonstrate the States’ understanding until execution of the Joint-RFP, or until otherwise discontinued by either State.

Set forth by:

State of Oklahoma

Mary Fallin, GovUnor

John Hickenlooper, Governor
November 9, 2011 November 9, 2011
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State of Wyoming

L e

NTatthew H. Mbead, Governor
November 9, 2011

State of Utah

Uy 2 tlerboct—

Gary R. Herbert, Governor
November 16, 2011

State of New Mexico

cﬂ/{w\ﬁ?ﬂ/\_

Susana Martinez, Governor
December 22, 2011

State of Kentucky

f75 A0

Séven L. Beshear, Governor
January 27, 2012

State of Ohio

fohif R. Kasich, Governor
March 2, 2012

State of Louisiana

B%by J|hda| [Governor
April 16, 2012

State of Virginia
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Robert F. McDonnell, Governor
October 2, 2012

State of Pennsylvania
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Tom Corbett, Governor
November 9, 2011

State of Maine
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Paul R. LePage, Governor
December 2, 2011

State of West Virginia

Earl Ray Tomblin, Governor
January 16, 2012

State of Texas
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Rick Perry, Governor
February 6, 2012

State of Mississippi
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Phil Bryant, Governor
March 21, 2012

State of Arkansas
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Mike Beebe, Governor
July 24, 2012

State of Tennesse
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Bill Haslam, Governor
March 22, 2013
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CERTIFICATE OF SERVICE

The undersigned hereby certifies that a copy of Piedmont’s attached Post-Hearing Brief was

served upon the parties in this action by electronic mail and by depositing a copy of the same in the

United States Mail, First Class Postage Prepaid, addressed as follows:

Counsel for Tennessee Fuel & Convenience
Store Assoc.

Melvin J. Malone

Butler Snow

Suite 1600

150 Third Avenue South
Nashville, TN 37201

Counsel for the Consumer Advocate and
Protection Division of the Office of the
Attorney General

Wayne Irvin

Assistant Attorney General

Office of the Tennessee Attorney General
Consumer Advocate and Protection Division
P. O. Box 20207

Nashville, TN 37202-0207

This the 22™ day of January, 2015.
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