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1 ]Q. Please state your name and business address.

2 |A. My name is Pia K. Powers. My business address is 4720 Piedmont Row Drive,
3 Charlotte, North Carolina.

4 | Q. Bywhom and in what capacity are you employed?
5 | A. I am the Director — Regulatory Affairs for Piedmont Natural Gas Company,
6 Inc., (“Piedmont” or “the Company™).

7 |Q. Please briefly describe your educational and professional background.

8 |A. Ihave a Bachelor of Arts degree in economics from Fairfield University and a

9 Master of Science degree in environmental and resource economics from the
10 University College London. From 1999 through 2003, I was employed as an
11 Economist with the Energy Information Administration, the statistical agency of
12 the U.S. Department of Energy, where I focused on international energy
13 forecasting and environmental issues. I was hired by Piedmont as a Regulatory
14 Analyst in 2003, promoted to Supervisor — Federal Regulatory in 2005, and
15 promoted to Manager of Regulatory Affairs in 2006. In 2013, I was promoted
16 to my current position.

17 | Q. Have you previously testified before the Tennessee Regulatory Authority
18 or any other regulatory authority?

19 |A. Yes. I have presented testimony before the Tennessee Regulatory Authority,
20 the Public Service Commission of South Carolina, and the North Carolina
21 Utilities Commission.

22 | Q. Whatis the purpose of your testimony in this proceeding?
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The purpose of my testimony in this proceeding is to support Piedmont’s
proposed Compressed Natural Gas (“CNG”) Infrastructure Recovery (“IR”)
mechanism in this proceeding.

Do any exhibits accompany your testimony?

Yes. The following exhibits are part of my testimony:

Exhibit (PKP-1) CNG Infrastructure Rider

Exhibit (PKP-2) Piedmont Capitalization Policy

Exhibit (PKP-3) Illustration of the Operation of the CNG IR Mechanism
Were these exhibits prepared by you or under your direction?

Yes, Exhibit (PKP-1), Exhibit (PKP-2) and Exhibit (PKP-3) were all
prepared by me or under my direction.

Establishment of the CNG Infrastructure Rider Mechanism

Why is Piedmont proposing the establishment of a CNG IR mechanism?
By this filing, Piedmont proposes to implement a new CNG IR mechanism in its
tariff in order to allow it to recover, on an intra-rate case basis, the costs -
associated with levels of capital expenditures incurred as a result of the
expansion of existing CNG infrastructure and the construction of new CNG
filling stations to increase accessibility and improve safety in response to the
incremental growth in demand for natural gas as an alternative motor vehicle
transportation fuel in Tennessee. As cited in Piedmont’s filed petition, the

Company has made capital investments of $4.7 million from March 2012
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through June 2014 to expand it CNG infrastructure in Tennessee. Furthermore,
Piedmont currently projects capital investments of approximately $4.6 million
dollars. This capital investment and costs are not being recovered in Piedmont’s
currently approved rates, are not fully offset by any incremental revenues
associated with the increased investments, and are being incurred as the direct
result of Piedmont’s obligations to respond to the challenges of economic
development through improving accessibility, supply and safety.

Have you drafted a proposed rider that would accomplish the goals that
you have identified?

Yes, a proposed Infrastructure Rider mechanism was included as an exhibit to
our petition in this proceeding and a copy is also attached hereto as Exhibit
_ (PKP-1).

Can you describe how that mechanism would work?

Yes, the Company will file quarterly reports with the Authority detailing the

amount of capital expenditures for CNG investment, not otherwise included in
the Company’s rate base, resulting from capital expenditures incurred in
additional infrastructure and equipment expansion. The costs associated with
those capital expenditures will be recorded in a deferred account. Once a year,
the Company will file a request with the Authority to update rates in order to
recover the costs of its capital investments in infrastructure and equipment

expansion projects. This recovery will include return, depreciation and taxes,
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consistent with the cost of service treatment authorized in Piedmont’s last
Tennessee rate case. The recovery of these costs will be allocated to our
customer classes based upon the revenue allocations in Piedmont’s last general
rate proceeding. The increment within each customer group will be applied to
the customer’s volumetric usage rates relying on annual determinants
established in the most recent rate proceeding. At the time of the next general
rate proceeding, all CNG infrastructure costs would be included in Piedmont’s
overall cost of service and CNG Infrastructure Rider mechanism would be reset
to zero (absent any balance in the CNG IR deferred account related to over or
under recoveries due to or from customers).

How would Piedmont determine which costs are included under the
Rider?

Piedmont would utilize its capitalization policy attached hereto as Exhibit
__(PKP-2) in making those determinations in order to ensure consistency and
propriety in its capitalization of CNG infrastructure costs. This exhibit also was
previously filed with the Company’s conditional CNG Infrastructure Rider
annual filing on September 30, 2014.

What is the legal basis for the Company’s proposal?

The legal basis for this proposal is T.C.A. § 65-5-103(d)(3)(A)(1), which allows
a public utility to request and the Authority to authorize, among other things,

the implementation of alternative regulation mechanisms, outside the context of
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a general rate case, allowing public utilities to recover the operational expensés,
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. Expansion of economic development infrastructure
may include, but is not limited to, the costs associated with infrastructure and
equipment associated with alternative motor vehicle transportation fuel.

Has the TRA previously authorized Piedmont to operate any other tariff
rider mechanisms pursuant to the legal basis in T.C.A. § 65-5-103(d)?
Yes, the TRA approved the Company’s Integrity Management Rider in Docket
No. 13-00118 pursuant to the legal basis in T.C.A. § 65-5-103(d). The
Company’s Integrity Management Rider, however, does not address capital
expenditures related to the development and expansion of the alternative vehicle
fuel market.

Is the proposed CNG IR mechanism similar in operation to any other
TRA-approved rider mechanism for Piedmont?

Yes, the proposed CNG IR mechanism operates in a near identical fashion to
the Company’s Integrity Management Rider (Rate Schedule 317). Whereas the
annual rate changes under Rate Schedule 317 occur each January based on
monthly filings with the TRA, Piedmont proposes that the annual rate changes
under the CNG IR (proposed Rate Schedule 318) occur each November based

on quarterly filings with the TRA. Other than this timing difference which is
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1 meant to reduce administrative burden, there are no differences in the structure
2 of the two rider mechanisms.

3 |Q. Can you summarize your position on Piedmont’s proposed CNG
4 Infrastructure Rider mechanism?

5 |A. Yes, inmy view the proposed rider mechanism has the following attributes to

6 support it: (1) it is expressly authorized by Tennessee law; (2) it relates directly

7 to efforts by Piedmont to enhance economic development by providing

8 additional CNG infrastructure; (3) it is an efficient, targeted, and limited

9 mechanism to deal with intra-rate case costs that might otherwise generate
10 repeated rate case filings; (4) it will benefit Piedmont, its customers, the TRA
11 and Staff by reducing expense and administrative burden associated with serial
12 and otherwise unnecessary general rate case proceedings; and (5) it is in the
13 public interest.

14 {Q. Canyou provide the Authority with an explanation of how the mechanism
15 would function?

16 |A. Yes. Exhibit (PKP-3) illustrates the practical functioning of the CNG IR
17 mechanism. This exhibit also was previously filed with the Company’s
18 conditional CNG Infrastructure Rider annual filing on September 30, 2014.
19 | Q. What are you asking the Authority to do in this proceeding?

20 .| A. Iamasking the Authority to approve Piedmont’s proposed CNG IR mechanism

21 with an effective date of November 1, 2014.
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Q. Does this conclude your direct testimony?

A. Yes.
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SERVICE SCHEDULE NO. 318
CNG Infrastructure Rider

1. Provision for Adjustment

The base rates per therm (100,000 Btu) for gas service set forth in Rate Schedules
301, 302, 303, 304, 310, 313, 314, and 352 (“Applicable Rate Schedules™) of Piedmont
Natural Gas Company (“Company”) shall be adjusted by an amount hereinafter described
which amount is referred to as the “CNG Infrastructure Adjustment.” The CNG
Infrastructure Adjustment shall be calculated as an increment and applied to Applicable
Rate Schedules to recover the “CNG Infrastructure Revenue Requirement” (CNGIRR),
and the balance in the “CNG Infrastructure Deferred Account.” The CNG Infrastructure
Deferred Account shall be established by a monthly adjustment hereinafter described,
which monthly adjustment is referred to as the “CNG Infrastructure Deferred Account
Adjustment” and shall track the Company’s recovery of the CNGIRR.

2. Definitions
For the purposes of this Rider:
“Authority” means the Tennessee Regulatory Authority.

“CNG Infrastructure Deferred Account” means the account reflecting the
cumulative difference between the amounts authorized for collection pursuant to this
Rider and the collections actually received. The over or under collected amount is a
result of the billing determinants used to establish the billing increment associated with
this Rider for each Applicable Rate Schedule.

“CNG Infrastructure Investment Amount” means 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 base rates. At the time of the
Company’s next general rate case proceeding, all prudently incurred CNG Infrastructure
Investment Amounts associated with this Rider shall be included in base rates.

“Refund Adjustments” means the adjustment to the CNGIRR applicable to the

coming annual period for the net amount of over or under collections in the CNG
Infrastructure Deferred Account, as adjusted for Interest.

EFFECTIVE: October 1, 2014
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“Relevant Rate Order” means the final order of the Authority in the most recent
rate case of the Company fixing the rates of the Company or the most recent final order
of the Authority specifically prescribing or fixing the factors and procedures to be used in
the application of this Rider.

“Vintage Year” means the fiscal year during which the CNG Infrastructure
Investment Amount is made.

3. Computation of CNG Infrastructure Revenue Requirement

The total revenue requirement will be calculated for each Vintage Year, as
follows:

CNG Infrastructure Investment Amount X XXX XXX
Less: Accumulated Depreciation XXX XXX
Less: Accumulated Deferred Income Taxes XXX XXX
Net Investment $X XXX, XXX
Pre-Tax ROR set forth in the Relevant Rate Order XXX%
Allowed Pre-Tax Return $X XXX XXX
Plus: Depreciation Expense XXX, XXX
Plus: Property Taxes XXX XXX
Total, Excluding Uncollectibles PXXXX XXX
Multiplied by: Uncollectibles Gross-Up Factor XXXXXX
Total Revenue Requirement, Excluding Refund Adjustments X XXX XXX
Whefe:
Accumulated Depreciation = Accumulated depreciation calculated
using rates approved in Relevant Rate
Order
Accumulated Deferred Income Taxes = An average of the actual accumulated
deferred income taxes at the beginning
and end of the year
Depreciation Expense = Approved actual CNG Infrastructure

Investment Amount x Depreciation Rates
approved in the Relevant Rate Order

Property Taxes = Composite property tax rate approved in
the Relevant Rate Order

EFFECTIVE: October 1, 2014
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Uncollectibles Gross-Up Factor = Uncollectibles gross-up factor used and
approved in the Relevant Rate Order

The total of the revenue requirements for each Vintage Year is the CNGIRR. The total

amount to be recovered through the CNG Infrastructure Adjustment is the CNGIRR plus
the Refund Adjustment.

4. Computation of CNG Infrastructure Deferred Account Adjustment

Each month the Company will record in the CNG Infrastructure Deferred
Account the portion of the CNGIRR that corresponds to that month, based on the
monthly allocation of throughput consistent with the Relevant Rate Order. Furthermore,
each month the Company will make an offsetting entry to the CNG Infrastructure
Deferred Account for the amount of the CNG Infrastructure Adjustment collected from
customers. The amount of the CNG Infrastructure Adjustment collected from customers
will be computed by multiplying the CNG Infrastructure Adjustment billing increment
for each Applicable Rate Schedule by the corresponding actual therms of usage billed to
customers for the month. The Company shall also record in the CNG Infrastructure
Deferred Account each month the interest due from or to customers related to the
cumulative under or over collection of the CNGIRR, pursuant to the terms described in
Section 6 of this Rider. An illustration of the monthly journal entries described above is
as follows:

Debit Credit
1. To record revenue:

CNG Infrastructure Deferred Account $XXX XXX
Income XXX, XXX

2. To record collections:

Accounts Receivable XXX, XXX
CNG Infrastructure Deferred Account XXX XXX

3. To record interest:

If the CNG Infrastructure Deferred Account has a net debit balance, which
reflects net under-collections:

CNG Infrastructure Deferred Account $X XXX
Interest Income $X, XXX

EFFECTIVE: October 1, 2014
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If the CNG Infrastructure Deferred Account has a net credit balance, which

reflects net over-collections:

Interest Expense

CNG Infrastructure Deferred Account

X XXX
$X XXX

5. Computation of CNG Infrastructure Adjustment

The CNG Infrastructure Adjustment will be adjusted annually using 1) actual
CNG Infrastructure Investment Amounts that the Authority has found to be reasonable,
prudent, and necessary to comply with the safety regulations approved for recovery
through this Rider, and 2) the Refund Adjustment recognizing the actual balance in the

CNG Infrastructure Deferred Account.

Effective for the first day of November’s Bill Cycle Month, the CNG
Infrastructure Adjustment shall be calculated for each customer class to the nearest one-
thousandth cent per therm, by the following formula:

Customer Class CNG Infrastructure
Adjustment

Where:

CNG Infrastructure Deferred Account
Balance

Allocated portion of the CNG
Infrastructure Deferred Account
Balance

(Allocated portion of the CNG
Infrastructure Deferred Account Balance
/ Customer Class Annual Therms)

(Allocated portion of the
CNGIRR/Customer Class Annual
Therms)

Balance at June 30

CNG Infrastructure Deferred Account
Balance

(Customer Class allocated margin
revenue responsibility from Relevant
Rate Order / total margin revenue
requirement for Applicable Rate
Schedules from Relevant Rate Order)

EFFECTIVE: October 1, 2014
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Allocated portion of the CNGIRR = CNGIRR

X (Customer Class allocated margin
revenue responsibility from Relevant
Rate Order / total margin revenue
requirement for Applicable Rate
Schedules from Relevant Rate Order)

Customer Class Annual Therms = Annualized and Normalized throughput
assigned to the respective Customer
Classes in the Relevant Rate Order

Residential Customer Class = Rate Schedule 301

Commercial Customer Class = Rate Schedules 302 and 352
Firm Large General Customer Class = Rate Schedules 303, 313 and 310
Interruptible Large General Customer = Rate Schedules 304 and 314
Class

6. Interest

The Company may recover interest on the “CNG Infrastructure Deferred
Account” based on the average monthly balance based on the beginning and ending
monthly balances. The interest rates for each calendar quarter used to compute such
interest shall be a rate equal to the rate used to compute interest on the “Refund Due
Customers’ Account” as prescribed by TRA Rule 1220-4-7-.03.

7. Quarterly Filing with Authority

The Company will file quarterly, for quarters ending March 31, June 30,
September 30 and December 31, as directed by the Authority (a) detail of the current
quarter’s CNG Infrastructure Investment Amount, (b) the cumulative CNG Infrastructure
Investment subject to this Rider, (c) a schedule detailing the CNG Infrastructure Deferred
Account Adjustment recorded for the quarter, and (d) any related general ledger support.
Such reports will be filed within two months after the end of the quarter for which the
report is being filed.

8. Annual Filing with Authority

The Company will include in its Annual Filing made not later than each
September 30" the following information: (a) the quarterly filing (pursuant to Section 7

EFFECTIVE: October 1, 2014
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of this Rider), (b) a schedule of all journal entries made related to this Rider for the
previous 12 months, (c) actual billing determinants for the prior 12 months as used in the
computation of the CNG Infrastructure Deferred Account Adjustment, (d) capitalization
policy effective for the prior 12 months, () the computation calculating the CNGIRR and
all supporting schedules, (f) a schedule of any proposed prior period adjustments, and (g)
an affirmative statement of whether the Company is aware of any changes in the market
conditions or other factors that may affect whether the Rider is still in the public interest,
including the identification of such factors if they exist.

The Company will simultaneously copy the Consumer Advocate on its Annual
Filing.

9. Notice Requirements

The Company will file revised tariffs for Authority approval upon 30 days’ notice
to implement a decrement or an increment each November. With the filing, the Company
will include a copy of the computation of the CNG Infrastructure Adjustment. The
Company will simultaneously copy the Consumer Advocate on this filing.

10. Public Interest Review

After a period of three years from the initial effective date of this Rider, the
Consumer Advocate or other interested parties may file petitions seeking the Authority to
reconsider whether the Rider remains in the public interest. Notwithstanding the
aforementioned, the Consumer Advocate or any other interested party may file a petition
for the Authority to reconsider the public interest of the Rider within the 3-year period
upon a material change in conditions affecting the public interest.

EFFECTIVE: October 1, 2014
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PIEDMONT NATURAL GAS COMPANY, INC.
CAPITAL EXPENDITURE POLICY

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

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

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




Exhibit (PKP-3)




62000°0S 91700°0S 1920005 66200°0S [0T/93un=] wJays Jad uawnsnlpy aumanuiselyu) DN pasodosd L
06200'0$ 09T10°0% 01920°0% 06620°0S [gauf/vyaun =] wiayieyaq Jad aey g9
620'2L7'82 £20'860'8 088'8LE'T 856'739°9 YTT0ET'TT [z 28ed] (swiayieyaqg) JopJQ Ise) ey JUBA3(Y woly indySnosyL S
205°LSS § 99t'€T 9.8'L2 S PrE'ELT $ 9TS'ZEE S [gaun +zaun =] 13p1Y SIL Uy A19A0DRY JO} Junowy [ela] 4
efu e/u e/u e/u eju e/u wawisnipy pungay €
205°LSS $ 99v'Ee 9/5°22 vr6'ELT $ 9T5'ZEE § [t aunxgadeq woyjeio] =] wawsn{py pungay uipn|axa ‘AJaA0d3Y 10} YHIOND 4
%0000°00T %T60T'Y %EIVE'Y %9007 TE %6EYI'6S [z 38eq] U92J3d Juswuonloddy sserd Jawoisnd T

§10Z I€ 190- #102 T AON

|el0) (vTe'vos) {ote'eTE'€0E) (zs€'z0¢g) (tog) 3JU3IYRY poLIad 93eY J9ply  "ON 3url
m_n_uastwuc_ Wi - [edauln umhm._ |elawwo) |enuapisay
- |esauan adie

JuawWIsSN[py 24N3onJiseljul OND ay3 jo uonendwo)

39553UUI] JO 9381S

STE 9|NPAYIS S1eY - JAPHY ainjanJisesyu] NI

T 98ed

au| ‘Auedwo) SeS |ednjeN Juowpald



%00°00T %6L

64024282 695'pSET

£20'860'8 £20159
088'8LE2 SL0'VST
8567999 JATA 114
PTZ'OETTT vSLL6T

lejot jETe)

Z 8deq

ULE'E

$EQZS6

69£°pSS

[F24%41
TS99
faz40141

CES

%9E'E

8E0'TS6

£25'v95
090'2TT
£55'99T
206°L0T

By

HRYE'E

199'€v6

850°85S
EEL'OTT
£58°99T
£10°80T

Inp

%85E
66Y'ET0T
L19TLS
684301

L2Y'S8T

959°LYT

unr

%90°S
692°TED'T
96Z'V19
9EB'ZST

199'067

9LY'ELE

TenW

%00'8
L£9°092°2
0zT'0v9
£06'191

TSETYS

652'916

Ty

%LE'TT
$9T'86Y'E
€LT'ESL
8ET'BET

106988

756'619'T

e

%6£°9T

ZIO'EEID

€2'82L

99€°242
ZEE'9PT'T
168'S8E'T

CEr]

wIT'LT

119'898

0L£668
9LT'ELE
pS8'9ET'T
TT168E°C

uer

HET'ET

£59'606°€

8v5°088

65P°LSE
8EQIY6
B09'0ELY

33g

%00'00T

1144
%S6'Y
%0T'TE
%¥9°'6S

% uoledo|ly

%69'8

TE8'SSH2

905289
898's12
2TTY8S
9EE'ELE

AoN

LY6'EEQ'OT $

YEE'BLE'Y
698'SpL’s
6T265Y°TE
STE'6P079  §

leyol
fenuuy

JuawuorHoddy jndybnoay),

leiol

(b€ "b0€) 219ndn.Ialy| - 33JAIBS [218UBD 3diE]
{OT€ ‘ET€ ‘E0E) wild - 39125 [RIaUsY BT
{zs€ ‘Z0€) leDJawwo)

{10¢€) |enuspisay

(s1q) andyBnoayy

€301

{PTE POE) 3)qndniIalL] - 3ANAIS |R13UaD a5ueT
{OTE ‘ET€ '€0€) W4 - 29)al86 [1auan adie]
(zs€ ‘T0E) |BI2LawWO]

(Tog) [euapIsay

uibJey

(p¥TO0-TT 123}200]) J3PAQ 5D 3Ly JUBAB|TY By WO} SJ01BI0|Y

39553UUSL O AjelS
S1E BjNPayas aley - Japly 3JNI9NJISselU] BND
*au| ‘Auedwio) seo [einjeN Juowpsid



¢ aded

20S°LSS S [elo) 61
S60°LL S Jaquiadaqg 87
LTV'8Y S JOQUWIDBAON L1
TTL'9T S 19q0130 91
€LL'8T S Jaquiaidas qT
PSL'8T S snény 14!
809°8T S Aing €T
G86'6T S aunf 4!
€77'8¢ S Aey 11
8.5y S [dy 0T
€8689 S ysse 6
6S€16 S Atenigaq 8
S00'96 S Aenuer L
YIuo Ag ‘Juauwnsnipy pungay Suipnjoxa ‘YHIOND |e10] jo pealds

205°LSS S awisn(py punyay Suipnpaxa ‘YY¥IOND [eloL 9
705°4SS (e10] S
e/u {7 98eluIp v
e/u ¢ a8ejuipa €
e/u 7 33eluIA rd
T05°LSS 1 agejuIA T

GTOZ T 190 Jeaj afeiulp  ‘oN aul

-$T0Z T AON

poliad aiey

uoneindwo) YYIOND J0 Alewwing

99553UU3] JO 31elS
8T € 9|NPaYIs a1ey - Japly 34n1dNJisesu] ONI
ou| ‘Auedwo) seo [einieN 1uowpald



%969 %968 %3969

%3692

%96'9

UJn1al jo 21ed Xe3 Jo 33N

*321A195 01Ul 5308 Jue|d uaym suiSaq uoniepaldap pue spua HaN4Y ‘Aldde saaj3oeld H@N4Y PUE UOIIeIdBIdpP [BULION

990167 z91°50% zz8'oes GOT'gES 20S'2SS
ROECOD'T 00007 SOEO00'T 8OECO0'T 80€000'T
516’061 £00°508 139028 650°886 0€E‘LSS
488 8£6PE ‘BLSPE L6 8LSVE
[RATE" TW'T IRATS TTHT 12T
) 915"vSY 800°69Y 79987 050°70% TEE'TTS
- %Ovr 11 LAy TL %Ay 1T %ory 1T %9ty TT
198pi8'E SRYLE0'Y BSYPET'Y £RT9REY 678'7SS'y
{z97'954] {G95'ce9) (zTe'g6v) {608 LVE) {¥89°08T)
GTRETL'Y 0STTELY T29°28LY I60VEL Y €TS'SEL'Y
(828'g} {25v'G) {o¢0'y) {5192} (¥61'T)
L0L'9ELY LOL'SEL Y LOL'9ELY £0L'SELY LOL'9EL'Y
CAEIA PRGN [SEL=EN 7 ieg) T Jea\

ey a8ed

“Jeah yaea paindwod Japiy
TSUONIE[NI[Ed pUe SUOI30UINSSyY

1udwalinbal anusaas |B10)
J03oe} dn-ssoud sa|qi109)jjooun
$3|g1399(|02un Sulpn|axa ‘|e1o}
asuadxa xe| Auadoud
asuadxa uopealdag

ulnial Jo el xel-ald

%40y Xel-ald

1UDWIISIAUY 33N

liav

que|d 19N

uolje|da.idap pale|nwniy
lue|d

PT0C '0€ ounf 4snoIyL - T JE9A 99EFUIN

ST0Z ‘T€ 19903120 - ¥T0Z ‘T JIqWIAON :polIad 3ley J3pry
Co_um“.:QEOU HCOEUL_JUOm 9INUIAIY [enuuy

99559UUI] JO AjelS
8T € 9INPaYds aley - Japry ainjpnisesu] NI
"Ju| ‘Auedwo) sen) [edhleN Juowpsid



%P 11 %9vyTL %9rP 1T %3y Tl %911 %9.6'L jelol
%9788 %9728 %9¥8'8 %or8R %9788 %9.L€°S Axnba uowwo)
%E60°0 YEB0'0 $EGD0 %E60°0 %£60°0 %E£60°0 aits
%9057 %3057 %580%°C %805°C %905°C %905°¢C an

SHOY Xe3l-ald | TEwRAD
SHOY Xe}-21d PUE [|BI2AD
%0¢01 Aunba uowwo)
%6S5'T aits
%509 atl
T[95€d 97eJ) SUO[FdWNSSe 53ed 1503 [eNdED
%TL'CS Alnba uowwo)
%L8'S v als
%LV’ IY an
:[95e0 931ed] SUOIIdWNSSE 91n1onJIs [elde)
BOEOOO'T ROEQOO'E BOE00D'T BOEGOO'T 80£000'T 40308} dn-sso. 1uswalinbal anuaasy
%RCEC0 %80E0°0 %80E0C %80E0°0 %80€0°0 91kl s3]q1139|jodun
%ETBE Y%L 68 %ET 6L WBETBE %ET 6E 914 Xe3 awodul sysodwio)
%005t %O0'5¢E %00'se %00'5¢E %00°'SE 91ed 14
%059 %059 %059 %059 %059 |1el 11
Y1-130-1¢ pus JedA |edsi4
VT-AON-T 31ep 9AI103443 J3pIY
yT-unr-og 91Ep I1AIDS U] JUE|d
uojleldaldap snuoq ou pawnsse ST SHOVIA uoliedaldap xe|
%eL0 a1ey xe] Auadold
%¢&0°0 a1el uoneidasdap yoog
LOL'9EL'Y junowe jue|d

qy @8ed

STOZ ‘T€ 1990100 - YTOT ‘T J9qWIAON :poliad 31ey Japly
uoieindwo) Juawalinbay anuaaay jenuuy

99559UU3] JO BIR1S

QTE INPaYIS 1Y - J9PIY 4N1ONUIISEAU| DND
*au| ‘Auedwion) seo jednieN juowpald



/89 L57°S 9E0"Y 519°2 61T
8862 2913 opL'y STEE ¥06'T
47 129°T 1291 TEY'T TZV'T
L91'8 oLy GeE's POST 155217
LOL9EL'Y
LOL'9EL'Y €EL'6ET
¥46°965V 6€6'6LC
VEO'LTE Y 99v'6.4T
695°LE0Y 6£6'6LT
679°LSL'E 99%'6/¢
¥91'8LY°E 6E6°6LC
$TT'86T'E 99%'6.4C
6SL8T6°C 6E6'64T
6T88€9°C 99%'6/2
PSE6SET 99%61¢C
888'6/0°C L60°S6T
T6L78L°T vST8CE
LES9SY'T 97/'v9€
T18°T60'T 8860V
778989 L86°6YY
GER'9ET
IAlleINwIND >_._mw>

o 98ed

uoleda.idap pare|nuwindoe adelsay
unowe AQ3 JeaA Japiy

asuadxs uopedaldag

unowe A0g JeaA Japiy

€8y uonealdap Jo Junowe Japll-ald
%YE J9pld 3109 9IIASS Ui JB3A JO UOILIOd

uoiedasdap paiejnwnooy
%00°00T. jelol
%S6°C gT JeaA xe|
%16°S GT JeaA xel
%06°S T leaA xe],
%16°S €T JeahA xe ],
%06°S ZT JeaA xe|
%16'S TT JeaA xey
%06°S 0T JeaA xey
%T6°S 6 Jeah xe|
%06°S g JedA xe|
%06'S [ iealk xe]|
%ET'9 g JealA xe]
%€6°9 G JeaA xel
%0L°L y JeaA xey
%55'8 € JeaA xe|
%05°6 Z Jeah xel
%00°S T lesA xe]

aley

3[NPayds UONeIIo1dsp XeF ST SHIVIN

STOZ ‘T€ 1990190 - PTOT ‘T 12qUWIBAON :pOLIad 3.y Japiy

uoeindw o) Juawalinbay anuaaay |enuuy

93sSaUU3] Jo el
QT € 9|NP3YIS 31.Y - JAPIY 3Un1oNJISe Ul OND
‘ou| ‘Auedwo) seo [ednieN Juowpald



YIBQMO|} XB] Pa.Ia4ap SS9IXD salous) aled xe3 aysodwod - 910N

: 79¢'SS/ $95°¢E9 712’86y 608 LVE #89°081 11Qv a3esany
o %ETGE YET GE %ET6E YET'BE %ET'6E a1ed xe} aysodwo)
96Tt 102'619'T 8ET0LTT 704'988 GE9'09Y 9JUBIBQ
8189 L5Y'S 9e0'y 57492 ¥6T'T 3A13531 Uolieldaidap Yooq d8esany
GEETEG'T 990791 PLT WL £1e'688 62819V 9AI3S3S Uopiedaldap xel adelany

SoXe] pallajap pae|nuinooy

‘a powad xe1 pue y poidad xe} Aq passaippe Jeah Japll pue JeaA [easly ussmiaq des - aloN

GEETEGT ¥89°079°T AN TR LTE'68% 678197 9AJasal uojje|da.dap xey agesany

RB6L02 T62'p8L T 218579611 TISTA0T 278989 junowe A03 Jeah s3piy

- - - - - . uonedaidap xe3 g poldad xej

LBOSET ASTARSTAS 9L paE RREVOY L86°6YY uolera.adap xe3 y poldad xel

16408471 LES'95P'T TI8'160°1 228’989 GEB'9ET Junowe AQg JeaA J3ply

- idap xe3 Japii-a.d 7 Jeah xe}

[86°611 uol3e1394d3p Xe3 7 JedA xej

. %0 91ep J9pi4 01 uoleRIdap Xel A4 150d
- GER9ET uoiienaidap xel uolis|dwod Jo A4
: 9AJ95a] Uoljepaidap Xel

pt a8ed
ST0Z ‘T€ 41990310 - ¥T0Z ‘T J9qUIAON :poliad 91y J3ply
uoneindwo) Juawalinbay anuaaay |enuuy

99SSaUUI] JO 331e1S
8T € 3[NPaY2S d1eY - JaplY 4NIdNAMSeIU] OND
-ou| ‘Auedwo) seo) |eunieN Juowpald




Before the
Tennessee Regulatory Authority

Docket No. 14-00086

Petition of Piedmont Natural Gas Company, Inec.
For Approval of a CNG Infrastructure Rider to Its
Approved Rate Schedules and Service Regulations

Testimony
of
Ken Valentine

On Behalf of
Piedmont Natural Gas Company, Inc.

October 7, 2014




10
11
12
13
14
15
16
17
18
19

20

21

22

23

Testimony of Ken Valentine

Docket No. 14-00086
Page 1 of 9

Please state your name and business address.

My name is Ken Valentine, and my office is located at 4720 Piedmont Row
Drive in Charlotte, NC.

By whom and in what capacity are you employed?

I am employed by Piedmont Natural Gas Company, Inc., as Vice President,
Business Develo‘pment and Gas Technology Services.

Please briefly describe your educational and professional background.

I have a B.S. in Mineral Economics from Penn State University, College of
Earth & Mineral Science. While at Piedmont, I have had various responsibilities
including responsibility for Piedmont’s interstate pipeline portfolio and Federal
Regulatory work, our upstream joint ventures, gas control, gas scheduling,
system transportation services, budgets and long range forecasting, planning,
gas technology and energy efficiency programs, our CNG services, the company
fleet, and supply chain and procurement. Prior to joining Piedmont in 1996, 1
worked for Transco, now a pipeline subsidiary of the Williams Companies,
where I was an analyst and manager, primarily working in rates, tariffs, gas
transportation, market analysis, and planning.

Have you previously testified before the Tennessee Regulatory Authority
or any other regulatory authority?

Yes. I have testified before the North Carolina Utility Commission in Docket
No. G-9, Sub 451. In addition, at one point I came over annually to meet with
the Commission Staff and the Consumer Advocate to review Piedmont’s annual

Supply Plan. I have also presented testimony before the Federal Energy
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Regulatory Commission in Docket No. RP97-71 concerning cost allocation
issues.

What is the purpose of your testimony in this proceeding?

The purpose of my testimony in this proceeding is to support Piedmont’s
proposed Compressed Natural Gas (“CNG”) Infrastructure Recovery (“IR”)
mechanism in this proceeding.

Why is Piedmont proposing the establishment of a CNG IR mechanism?
Piedmont has proposed the CNG IR mechanism to allow it to recover, on an
intra-rate case basis, the costs related to expansion of existing CNG
infrastructure and the construction of new CNG filling stations to increase
accessibility ahd improve safety in response to the growing demand for natural
gas as an alternative motor vehicle transportation fuel in Tennessee. T.C.A.
section 65-5-103(d) recognizes the positive effects of utilizing natural gas as an
alternative motor vehicle transportation fuel. Subsection (d) facilitates a public
utility’s efforts to provide the public with cleaner and safer motor vehicle
transportation fuel, such as CNG, by authorizing a mechanism to recover the
operational expense and capital costs related to the expansion of infrastructure
associated with alternative motor vehicle transportation fuel for the purpose of
economic development.

In general, is capital investment in additional CNG infrastructure to
support the growth of natural gas as an alternative fuel in the public

interest?
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Yes. The Energy Independence Act of 2013, which was signed by Governor
Haslam on April 18, 2013, recognizes the advantages of natural gas as an
alternative fuel for high-mileage fleets. The Act noted 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. Among other provisions to facilitate a shift to

natural gas as a power supply, the Act ordered positive tax treatment for

alternative fuel sites and strongly encourages the acquisition of energy-efficient

alternative fuel motor vehicles in the fleet of state vehicles. In addition, the U.S.
Energy Information Administration projected in its Annual Energy Outlook
2014 that natural gas use by heavy-duty vehicles, trains, and ships will show the
largest growth of any transportation fuel through 2040 as more and more fleet
owners discover the advantages of natural gas as a transportation fuel for
themselves. CNG costs less, and produces less undesirable emissions than
gasoline, diesel and propane.

On a national level, Governor Haslam and the governors of fifteen other
states signed a Memorandum of Understanding (“MOU”), which described a
coordinated effort between the participating States to attract automobile
manufacturers to develop Natural Gas Vehicle (“NGV”) fleets to meet public
demand. In the MOU, the States recognized the benefits and unique attributes

of clean burning natural gas and understood the significant opportunity CNG
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presented to save State and taxpayer dollars by encouraging an energy future
that utilized domestic energy resources to fuel our nation’s transportation needs.

In addition, the States recognized the need for continued development and
expansion of CNG fueling infrastructure and endeavored to encourage private
investment, predicated on demonstrating an anticipated increase in State NGV,
to meet growing demand.

How has Piedmont’s prior capital investment in developing CNG
infrastructure supported economic development and served the public
interest?

Since 2011, on an aggregate basis, Tennessee NGV customers have saved over
$1 million in fuel costs by purchasing CNG instead of gasoline and diesel from
Piedmont’s stations and third-party stations served by Piedmont. Our public
stations were among the first established and have served as incubators for new
NGV fleets until other third-party CNG stations became available. Moreover,
because CNG emits 25% less CO2 emissions than gasoline and diesel, 70% less
carbon monoxide, and 87% less nitrogen oxides, providing access to and
encouraging natural gas as a transportation fuel is of great benefit to the
environment.

Piedmont currently operates two publicly accessible CNG filling stations
within its service areas in Tennessee. These stations provide CNG for fleets and

personal NGVs. Refuse truck fleets, transit and school bus fleets, taxi fleets,
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1 shuttle bus fleets, courier and delivery fleets, utility fleets, distribution fleets,

2 commuters, and vocational trucks are examples of businesses and individuals

3 that could and currently do benefit from the utilization of NGVs. Piedmont has

4 invested $4.7 million from March 2012 to June 2014 in order to provide higher

5 quality service to CNG customers in a timely manner. Specifically, during this

6 period, Piedmont improved its resource center facility in Nashville to match the

7 increase in number of NGVs, and it constructed its second CNG filling station,

8 - also in Nashville, to serve the growing number of large NGVs.

9 I Prior to the expansion and improvements, the CNG filling station
10 located at Piedmont’s Nashville Resource Center on Century Boulevard did not
11 have an optimal layout for use by large trucks. Additionally, increased public
12 use of this facility raised safety concerns regarding guests (drivers and the
13 vehicles’ passengers). Facility upgrades were conducted throughout the
14 Resource Center to resolve these issues. The upgrades from March 2012
15 through June 2014 cost approximately $1.2 million. As a result of the
16 improvements, this CNG filling station has become more accessible, reliable and
17 safe for the public.

18 The Company’s newly constructed CNG filling station is located at 541
19 Spence Lane, Nashville, which is approximately three miles from the Company’s
20 first CNG-filling station, and is more easily accessible from the interstate
21 highway. This CNG filling station provides easy access for large, heavy duty
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vehicles such as trailer trucks because it was designed and constructed to meet
the needs of the rapidly growing utilization of CNG in that segment of thé
transportation market. Furthermore, the new CNG filling station’s location is
well-suited for use by fleet and individual owners. The construction costs for
this new filing station incurred from March 2012 through June 2014 were
approximately $3.5 million.

Are these costs reflected in Piedmont’s rates?

No. This $4.7 million investment was incurred after the attrition period in
Piedmont’s last rate case and, accordingly, none of this capital investment is
reflected in Piedmont’s current rates.

Do these investments create incremental revenue for Piedmont?

Yes, but like most new investment the incremental cost of service associated
with these facilities exceeds the initial revenues generated by these facilities.
This creates downward pressure on Piedmont’s return and is a disincentive to
further investment of this sort in between rate cases.

What are Piedmont’s plans for future capital investment in CNG
infrastructure to support economic development and serve the interests of
the public?

In an effort to support an expanded CNG/NGV market in the greater Nashville
area, Piedmont is exploring the potential to construct,..own, and operate

additional CNG filling stations in the area. The near-term market interest driven
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projects include at least one additional CNG filling station for public access at a
Piedmont-owned site, and at least one public CNG filling station to be owned
and operated at an existing commercial business site such as a convenience
store. Piedmont anticipates that construction of these new CNG facilities will
cost upwards of $4.6 million. Consistent with the underlying purpose of the
new state legislation, Piedmont’s investment in CNG filling stations will provide
infrastructure and equipment to support the market for alternative motor vehicle
fuel, and may provide opportunities for economic development benefits in the
area to be directly served by this infrastructure.

Does Piedmont intend to own and operate its own chain of convenience

" stores that sell also consumer goods to CNG customers?

No. Our core expertise is in piping and compressing natural gas. As I alluded
to above, we may be a good fit for existing commercial store operators who
already have locations designed to provide transportation fuel to the public.
What are some of the challenges for Piedmont when investing capital in
CNG infrastructure costs?

As discussed above, one of the challenging aspects of investing capital in CNG
infrastructure and equipment expansion is that these investments do not

guarantee in the near-term sufficient incremental revenues to offSet the costs

- generated by the investment. Fleets tend to efficiently purchase new NGVs as

they retire existing vehicles, so higher usage usually takes time to ramp up. Asa
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result, investment in CNG infrastructure required to respond to the market
demand creates immediate downward pressure on Piedmont’s opportunity to
earn its allowed return on investment.

How will the IR mechanism address these challenges and promote
Piedmont’s continued investment in CNG infrastructure?

The costs sought to be recovered by the IR mechanism represent the costs of
new capital investments and certain expenses that are not currently being
recovered in Piedmont’s rates, are not fully offset by the incremental revenues
associated with the increased investments, and are being incurred as the direct
result of Piedmont’s obligations to respond to the challenges of economic
development through improving accessibility, supply, and safety.
Implementation of an IR mechanism will promote the continuance of economic
development in the region by assisting Piedmont’s efforts to respond to
consumer demand.

Can you describe why it is in the public interest to allow for cost recovery
of CNG infrastructure costs?

The mechanism proposed as Service Schedule 318 is in the public interest
because it creates a partial and interim bridge to recover costs of new capital

investments by Piedmont related to the infrastructure and equipment expansion

..-for the purpose of economic -development between rate case filings.. The IR-.. -

mechanism will allow the Company to periodically update rates for its
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1 customers with smaller but more frequent adjustments to rates and enhance
2 public safety and accessibility to Piedmont’s CNG distribution system in
3 Tennessee. By creating this bridge, Piedmont is able to efficiently recover some
4 (but not all) of the costs associated with its investment in capital required to

5 serve the consuming public.
6 | Q. Does this conclude your direct testimony?

7 |A. Yes.
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