
BEFORE THE TENNESSEE PUBLIC UTILITY COMMISSION 
 

NASHVILLE, TENNESSEE 
 

May 6, 2021 
 

IN RE: 
 
PETITION OF PIEDMONT NATURAL GAS 
COMPANY, INC. FOR APPROVAL OF AN 
ADJUSTMENT OF RATES, CHARGES, AND 
TARIFFS APPLICABLE TO SERVICE IN 
TENNESSEE 
 

)
)
)
)
)
)
) 
 
 

 
 

DOCKET NO. 
20-00086 

 
ORDER APPROVING SETTLEMENT AGREEMENT SETTING RATES AND APPROVING 

THE PROCEDURES FOR REFUNDS TO CUSTOMERS 
 
 

This matter came before Commissioner Robin L. Morrison, Commissioner John Hie, and 

Commissioner David F. Jones of the Tennessee Public Utility Commission (the “Commission” or 

“TPUC”), the voting panel assigned to this docket, during a regularly scheduled Commission 

Conference held on February 16, 2021, to consider the Stipulation and Settlement Agreement 

(“Settlement Agreement”) filed on February 3, 2021, by Piedmont Natural Gas Company, Inc. 

(“Piedmont” or “Company”) and the Tennessee Attorney General and Reporter, through the 

Consumer Advocate Unit of the Financial Division (“Consumer Advocate”) (collectively, the 

“Parties”) to resolve this docket and set just and reasonable rates. In a unanimous decision, the 

Commission approved the Settlement Agreement attached herein as Exhibit A. 

PROCEDURAL BACKGROUND 

 Piedmont is a subsidiary of Duke Energy Corporation and is incorporated under the laws 

of Tennessee.  Piedmont is a public utility under the jurisdiction of the Commission and is in the 

business of transporting, distributing, and selling natural gas to approximately 191,000 residential, 



 2 

commercial, and industrial customers in the State of Tennessee.1  On July 2, 2020, Piedmont filed 

the Piedmont Natural Gas Company Inc. Petition for an Adjustment of Rates, Charges, and Tariffs 

Applicable to Service in Tennessee (“Petition”) seeking an increase in rates; revisions to rate and 

service schedules, service regulations, and depreciation rates; and amortization of certain deferred 

regulatory assets.   

 The Petition sought to increase base service rates, inclusive of certain Integrity 

Management Rider (“IMR”) charges, by $29.9 million annually.2  The proposed base rates 

represented an increase of 23.9% to the current base rates of residential customers, as well as 

increases ranging from 11.6% to 19.9% for other customer classes.3  

 The Consumer Advocate filed a petition to intervene in the docket on July 30, 2020, which 

was subsequently granted by the Hearing Officer.4  Thereafter, the parties were unable to come to 

an agreement upon a procedural schedule.  The Company sought to have its rates implemented 

before the end of the calendar year and the Consumer Advocate asserted a need for more time to 

investigate the new rates sought by Piedmont.5  Taking into account the preferences of the parties, 

the challenges of scheduling around holidays, the impact of the COVID-19 pandemic on the 

investigation of the proposed rates, and the need for sufficient time to test the veracity of the 

requested rate increase, the Hearing Officer issued a procedural schedule with a target date for a 

hearing on the merits during the week of January 11-15, 2021.6  

 
1 Piedmont Natural Gas Company, Inc. Petition for an Adjustment of Rates, Charges, and Tariffs Applicable to Service 
in Tennessee, p. 2 (July 2, 2020). 
2 Paul M. Normand, Pre-Filed Direct Testimony Re: Embedded Cost of Service Rate Design Recommendations, Exh. 
PMN-4-COS (July 2, 2020). 
3 Id.; Kally Couzens, Pre-Filed Direct Testimony, Exhibit KAC-4 (July 2, 2020).   
4 Order Granting the Petition to Intervene Filed by the Consumer Advocate (August 24, 2020).  
5 Piedmont Natural Gas Company’s Letter to the Hearing Officer Regarding Revised Procedural Schedule (August 
6, 2020); Letter of the Consumer Advocate to the Hearing Officer Regarding Procedural Schedule (August 12, 2020).  
6 Order Establishing Procedural Schedule (August 25, 2020).  



 3 

 Following discovery pursuant to the procedural schedule, the Consumer Advocate 

submitted pre-filed direct testimony on November 30, 2020, contesting several aspects of the 

Petition. The contested issues covered a range of accounti.ng adjustments and methodologies for 

revenues, operating expenses, rate base and the Company’s proposed capital structure and rate of 

return for rate-making purposes.7  In rebuttal testimony filed by the Company, Piedmont revised 

its requested rate increase from $29,919.130.00 to $25,802,068.00, reflecting agreement with the 

Consumer Advocate regarding certain adjustments.8   

Following a correction submitted in revised pre-filed testimony, the Consumer Advocate 

proposed a rate increase of $244,888.00, an amount considerably less than the $25,802,067.00 

sought by Piedmont.9  

PIEDMONT’S NOTICE OF INTENT TO IMPLEMENT NEW RATES ON JANUARY 2, 2021 

Prior to the filing of the Consumer Advocate’s pre-filed direct testimony, on November 6, 

2020, Piedmont filed the Notice of Intent to Implement Rates Subject to Refund Pursuant to Tenn. 

Code Ann. § 65-5-103(b)(1) of Piedmont Natural Gas Company, Inc. (“Notice of Intent”) 

informing the Commission that, in accordance with its statutory right to do so, it would place the 

proposed base rates into effect on January 2, 2021.10  In response, the Consumer Advocate sought 

“safeguards” to be implemented, including the requirement that the IMR filing, submitted in 

Commission Docket No. 20-00130, should be implemented at the same time as the interim rates.11  

 
7 See generally, David Dittemore, Pre-Filed Direct Testimony, (November 30, 2020); Alex Bradley, Pre-Filed Direct 
Testimony, (November 30, 2020); William H. Novak, Pre-Filed Direct Testimony, (November 30, 2020); Dr. 
Christopher Klein, Pre-Filed Direct Testimony, (November 30, 2020).  
8 Stipulation and Settlement Agreement (“Settlement Agreement”), p. 3 (February 3, 2021).  
9 Consumer Advocate's Response to The Tennessee Public Utility Commission Staff First Data Request, Schedule 1, 
(January 6, 2021); Quynh Pham Bowman, Pre-Filed Direct Testimony, p. 2 (December 16, 2020).  
10 Notice of Intent to Implement Rates Subject to Refund Pursuant to Tenn. Code Ann. § 65-5-103(b)(1) of Piedmont 
Natural Gas Company, Inc. (“Notice of Intent”), p. 3 (November 6, 2020). 
11 Consumer Advocate’s Response to Piedmont’s Notice of Intent to Implement Rates Subject to Refund, pp. 2-6 
(December 3, 2020). 
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Following the filing of the Consumer Advocate’s pre-filed testimony, Piedmont revised 

and lowered the amount of new rates it sought to implement on January 2, 2021 by 10% to 

recognize adjustments made by the Consumer Advocate with which the Company did not object.12   

Pursuant to the requirements of Tenn. Code Ann.§ 65-5-103(b), the Commission imposed 

conditions on Piedmont’s implementation of new rates, including requirements for refunds to 

customers for any amount of the new rates disallowed at the conclusion of this rate case.13  

SETTLEMENT AGREEMENT 

 As publicly noticed on January 8, 2021, a hearing on the merits of the Petition was 

convened on January 19, 2021.  At the hearing, the parties informed the Commission that on the 

eve of the hearing a settlement in principle had been reached to resolve the case.14  The parties 

jointly requested a continuance to allow the explicit agreed upon terms to be reduced to writing 

and allow for time for review and approval prior to filing with the Commission. The Hearing Panel 

set a deadline of February 3, 2021 for the filing of any settlement document to allow adequate time 

for Commission review and to allow for scheduling the evidentiary hearing should the settlement 

be rejected by the Commission.   

On February 3, 2021, the parties submitted the Settlement Agreement which included a 

recommended annual revenue increase of $16,250,000 for the attrition period ending December 

31, 2021.  This revenue requirement consists of: 

1. Required net operating income for return of $61,451,135; 
2. A rate base of $897,267,145; 
3. An overall return of 6.85% 
4. A return on common equity of 9.80%; 
5. A capital structure consisting of 50.5% common equity, 4% short-term debt, 

and 45.5% long-term debt; 

 
12 Order Imposing Conditions and Refund Requirements Regarding Piedmont Natural Gas Company, Inc’s Intention 
to Implement New and Temporary Rates Pursuant to Tenn. Code Ann. § 65-5-103(b), p. 10 (February 26, 2021).  
13 Id. at 12-14.  
14 Transcript of Hearing, pp. 7-9 (January 19, 2021).  
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6. A cost of short-term debt of 0.40%; and 
7. A cost of long-term debt of 4.14%.15 

 
With respect to refunds for customers for rates paid since January 2, 2021, beyond the rates 

authorized by the Settlement Agreement, the parties agreed to the following: 

Piedmont shall fully credit its customer’s accounts for refunds due and required by 
Tenn. Code Ann. § 65-5-103-(b)(1) no later than 90 days following the entry of a 
Commission order approving this Stipulation.  Such refunds shall include interest 
accrued at the Company’s overall rate of return, as shown in paragraph 14c herein 
and shall be calculated to ensure that the overcharge, calculated based upon specific 
customer usage, shall be the amount refunded to such customer.16 

 
The parties made many stipulations as part of the Settlement Agreement. A number of agreements 

included in the Settlement Agreement went beyond the overall revenue deficiency and set forth 

matters  the parties determined should be addressed in the future in other proceedings.  Both parties 

agreed the Settlement Agreement has no precedential effect.  

THE HEARING  

The hearing on the Settlement Agreement was noticed by the Commission on February 5, 

2021 and held during the regularly scheduled Commission Conference on February 16, 2021. The 

hearing was held electronically via WebEx pursuant to Executive Order No. 16 issued by Governor 

Bill Lee on March 20, 2020, and most recently extended by Executive Order No. 71 issued on 

December 22, 2020, which authorizes the Commission to meet electronically, without a physical 

quorum. Electronic access to the hearing was made available to the parties and the public.  

Appearances were made by the following: 

Piedmont Natural Gas Company, Inc.– James H. Jeffries, IV Esq., McGuire Woods 
LLP, 201 North Tryon Street, Suite 3000, Charlotte, North Carolina, 28202; Paul 
S. Davidson, Esq., Waller Lansden Dortch & Davis, 511 Union Street, Suite 2700 
Nashville, Tennessee 37219-2498. 
 

 
15 Settlement Agreement, pp. 4-6 (February 3, 2021). 
16 Id. at 11. 
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Consumer Advocate – Daniel P. Whitaker, III, Esq. Financial Division of the Office 
of the Tennessee Attorney General and Reporter, Post Office Box 20207, Nashville, 
Tennessee, 37219. 

 
The Settlement Agreement was presented to the Hearing Panel and summarized by Piedmont 

witness Ms. Pia Powers.  Witnesses for both parties were available for questions.  Members of the 

public were given an opportunity to offer comments, but no one sought recognition to do so.   

FINDINGS & CONCLUSIONS 

 The Commission commends the Parties for their hard work in developing a comprehensive 

evidentiary record in this proceeding, which could only contribute to the ability of the Parties to 

reach an overall settlement on the wide-ranging issues in this proceeding.  The comprehensive 

record also provided the Commission with the requisite information to appropriately evaluate the 

reasonableness of the agreed-upon rate relief.  

Settlements entail give-and-take negotiations, the end result of which may see a long-

standing Commission precedent on a particular issue set aside by the parties for purposes of 

reaching an agreement. Approving such settlements is not a rejection of a Commission precedent, 

although parties should be mindful that abandoning long-standing Commission precedents and 

practices in the name of settlement will only court greater uncertainty and may result in 

modification or rejection of a proposed settlement.   

While the Commission may not have ruled in the same manner or adopted the same 

methodology after a hearing on the merits, after careful consideration of the Settlement Agreement 

submitted on February 3, 2021, the Hearing Panel found the Settlement Agreement, when taken in 

its entirety, contains settled issues which lead to a revenue deficiency that falls within the zone of 

reasonableness.  The Hearing Panel voted unanimously to approve the Settlement Agreement.  
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The resulting annual rate increase of $16.25 million will provide Piedmont with sufficient 

funds to deliver quality service to its customers while also allowing Piedmont’s shareholders a fair 

equity return.  The Hearing Panel voted to adopt the following components of the calculated 

revenue deficiency of $16.25 million: 

1. An attrition period for the twelve months ending December 31, 2021; 

2. Required net operating income for return of $61,451,135; 

3. A rate base of $897,267,145; 

4. Total operating revenues of $216,896,951; 

5. Total operation and maintenance expenses of $51,816,193; 

6. Total other expenses, including depreciation and taxes of $54,724,811; 

7. A return on equity of 9.80%; and  

8. An overall rate of return of 6.85%. 

The Hearing Panel further found the depreciation rates for Tennessee direct assets, set forth in the 

depreciation study filed by Piedmont witness Dane A. Watson, are reasonable and voted 

unanimously that they be approved.  The Hearing Panel also found the rate design contained within 

the Settlement Agreement, which increases base rates by 10.7% across all classes, to be just and 

reasonable.  The Hearing Panel also approved a separate rider mechanism to recover rate case 

expenses of up to $900,000 over a three-year period following an opportunity for the review of 

invoices.  

Additionally, the Hearing Panel found that should the Company petition for an alternative 

regulatory mechanism, including annual rate review, the forward-looking methodologies adopted 

in the Settlement Agreement shall be reviewed for appropriateness in determining service rates 

pursuant to such an annual rate-setting mechanism.  Finally, the Hearing Panel found that the 
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Settlement Agreement provision for refunds is consistent with the Commission’s ruling that 

amounts shall be refunded to customers for the difference between the base rate increases placed 

into effect by Piedmont on January 2, 2021, and the base rates approved in a final decision by the 

Commission.  The Hearing Panel directed Piedmont to file a full reconciliation of all calculated 

refunds by individual class with the Commission within thirty (30) days of issuing refunds.   

IT IS THEREFORE ORDERED THAT: 

1. The Stipulation and Settlement Agreement filed by Piedmont Natural Gas Company, 

Inc. and the Tennessee Attorney General and Reporter, through the Consumer Advocate Unit of 

the Financial Division on February 3, 2021, is approved, adopted, and incorporated herein as 

Exhibit A. 

2. As set forth in the Stipulation and Settlement Agreement, the following components of 

the calculated revenue deficiency of $16.25 million are as follows: 

 a. An attrition period for the twelve months ending December 31, 2021; 

b. Required net operating income for return of $61,451,135; 

c. A rate base of $897,267,145; 

d. Total operating revenues of $216,896,951; 

e. Total operation and maintenance expenses of $51,816,193; 

f. Total other expenses, including depreciation and taxes of $54,724,811; 

g. A return on equity of 9.80%; and  

h. An overall rate of return of 6.85%. 
 

3.  As set forth in the Stipulation and Settlement Agreement, refunds provided by the 

Piedmont Natural Gas Company, Inc. shall be given on an individual basis and interest shall be 

calculated at the authorized rate of return set at the conclusion of this rate case.  
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4.  Piedmont Natural Gas Company, Inc. shall file a reconciliation of all calculated refunds 

by individual class with the Commission within thirty (30) days of issuing refunds.   

5. Piedmont Natural Gas Company, Inc. shall file tariffs reflecting this decision. 

6. Any party aggrieved by the Commission’s decision in this matter may file a Petition 

for Reconsideration with the Commission within fifteen (15) days from the date of this Order. 

7. Any party aggrieved by the Commission’s decision in this matter has the right to 

judicial review by filing a Petition for Review in the Tennessee Court of Appeals, Middle Section, 

within sixty (60) days from the date of this Order. 

 
FOR THE TENNESSEE PUBLIC UTILITY COMMISSION: 
 
Commissioner Robin L. Morrison  
Commissioner John Hie, and  
Commissioner David F. Jones concurring. 
 
None dissenting. 
 
 
ATTEST: 

 

______________________________ 
Earl R. Taylor, Executive Director 
 



EXHIBIT A 



Electronically Filed in TPUC Docket Room on February 2, 2021 at 5:19 p.m.  
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