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September 27, 2011 10:03 a.m.

P R O C E E D I N G S

THE COURT:  So this is the time and place 

duly noticed for a hearing in four Commission docke ts.  

The first is the matter of the Pass-Through Applica tion 

of Questar Gas Company for an Adjustment in Rates a nd 

Charges for Natural Gas Service in Utah, which is d ocket 

No. 11-057-08.  

The next relates to the Application of 

Questar Gas Company to Amortize the Conservation En abling 

Tariff Balancing Account, Docket No. 11-057-09.  

The next is the Application of Questar Gas 

Company for a Tariff Change and Adjustment to the L ow 

Income Assistance, slash, Energy Assistance Rate, D ocket 

No. 11-057-10.  

And the final matter is the Application of 

Questar Gas Company to Include the Infrastructure R ate 

Adjustment, Docket No. 11-057-11.  

And, for the record, my name is David Clark.  

I am legal counsel for the Public Service Commissio n of 

Utah and the Commissioners have designated me as th e 

presiding officer for the hearing today.  Let's beg in 

with appearances of counsel.  First the applicant. 

MS. NELSON:  Jenniffer Nelson here on behalf 

of Questar Gas Company.  And with me I have Mr. Joh n 
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Kennedy, who will serve as a witness in the pass-th rough, 

Docket 11-057-08, and Kelly Mendenhall, who will se rve as 

the company's witness in the remaining dockets. 

THE COURT:  Thank you, Ms. Nelson.  The 

Division?  

MS. BURTON-LEE:  Dahnelle Burton-Lee, 

Assistant Attorney General.  And with me is Marlin 

Barrow, from the Division of Public Utilities, who will 

be providing testimony on behalf of the Division in  all 

four dockets. 

THE COURT:  Thank you:  So let's take the 08 

Docket first and handle that one as an individual i tem 

and then we'll take on the next three, since they'r e all 

being addressed by a common witness, actually for b oth 

parties.  Ms. Nelson?  Thank you. 

MS. NELSON:  He's done this once or twice 

before. 

THE COURT:  That's good.  Why don't you call 

your witness and then we'll swear him?

MS. NELSON:  The Company calls Mr. Kennedy.

JOHN KENNEDY,

called as a witness by and on behalf of 

Questar, having been first duly sworn, 

was examined and testified as follows: 
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DIRECT EXAMINATION

BY MS. NELSON: 

Q. Mr. Kennedy, can you state your full name for 

the record? 

A. John Ernest Kennedy. 

Q. And what is your business address, 

Mr. Kennedy? 

A. I work for Questar Gas Company at 180 East 

100 South, Salt Lake City, Utah. 

Q. And what position do you hold with the 

Company? 

A. I'm a regulatory affairs specialist. 

Q. Mr. Kennedy, did you participate in the 

preparation of the application that is the subject of 

this docket? 

A. Yes, I did. 

Q. Can you summarize that application and the 

relief Questar Gas Company seeks through that 

application? 

A. Yes.  Questar Gas Company, the applicant in 

pass-through Docket No. 11-057-08, respectfully ask s for 

Commission approval for a decrease of $26.2 million  in 

its Utah natural gas rates.  

This application is based on the August 2011 

average of projected gas prices from two forecastin g 
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organizations; namely, PIRA Energy Group and Cambri dge 

Energy Research Associates.  This application asks for an 

overall decrease of $26.2 million, which includes a  

decrease of $6 million in the commodity rates and a  

decrease of $20.2 million in the supplier non-gas r ates, 

resulting in a typical residential customer using 8 0 

decatherms per year seeing a decrease in their tota l bill 

of $18.51 or approximately 2.67 percent.  

Therefore, the Company requests to allow for 

the proposed reductions to the current commodity in  SNG 

rates and the tariff sheets, as filed, to become 

effective October 1st, 2011, and January 1st, 2012.   

Thank you. 

Q. Mr. Kennedy, were you aware that the Division 

of Public Utilities filed an action request respons e on 

September 19, 2011, addressing this and other docke ts? 

A. Yes, I was. 

Q. Did you review that memorandum? 

A. Yes. 

Q. And as it relates to the matters raised in 

this docket, do you agree with its contents? 

A. Wholeheartedly.

MS. NELSON:  Thank you.  He's available for 

cross-examination.  

MS. BURTON-LEE:  The Division has no 
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questions for Mr. Kennedy.  Thank you. 

THE COURT:  Thank you.  And I have just a 

question or two about the delay in the implementati on of 

SNG winter differential for the GS and FS rate clas ses.  

And I've got the right witness, I hope. 

THE WITNESS:  I hope so, too.

THE COURT:  Mr. Mendenhall will hope so.  Is 

that right, Mr. Mendenhall?  

MR. MENDENHALL:  Yes. 

THE COURT:  Can you just give me a little 

detail on what's -- 

THE WITNESS:  The driving force behind?

THE COURT:  -- what's involved there, what 

the underlying rationale is?  You might need to jus t 

repeat in different words what's already been provi ded to 

the Commission, but I'd like to hear from you about  that.

THE WITNESS:  Currently, the way supplier 

non-gas costs are collected, it 's collected through  a 

winter differential that is higher in the winter fo r the 

five winter months, and then it's a lot lower durin g the 

rest of the seven summer months.  

And it was a cycle of -- kind of -- you can 

describe it as a scallop, where it just comes down to 

zero and over collects, and then comes back down to  zero 

in our 191 account and then over collects, which in curred 



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

8

a lot of extra interest costs.  If it was always ov er 

collected, we're at zero, where we're trying to fol low 

the same pattern as was recommended with the Demand  Site 

Management Institute to bring it to a cyclical patt ern, 

like a sine wave.  

If you'll turn to Exhibit 1.11, page 1 and 

page 2, that shows the scallop-type current collect ion 

process on page 1, which you can see it's basically  over 

collected all the time or down to zero.  And then o n page 

2 is what we'd like to go with, bring it in line to  a 

cyclical pattern of under collected and over collec ted 

approximately half of the year.  So the net interes t 

would be paying and then collected and then net to zero.  

So bring the interest costs to the customers basica lly 

down to zero, and for the Company.  

And so to facilitate going to that cycle, we 

had to start under collecting a little bit.  Delayi ng 

going from the summer rates to the winter rates by two 

months facilitates us under collecting enough that we can 

start that process.  And then, as we said and as ou tlined 

in Mr. Barrow's testimony, that next spring when we  file, 

we will then set up amortization to make it so then  

it's -- just as close as possible goes above and be low 

just about the same amount.  

So it was two months of high winter rates -- 
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or high winter volumes, November, December that if we 

collect less with the summer differential instead o f 

winter, then it starts this process. 

THE COURT:  So that's why it only needs to be 

a one-time adjustment fee to change -- 

THE WITNESS:  We just started into that and 

then we will continue each year with amortization t hat 

we're going to go to this next spring.  And we'll k now 

what that is after we've gone through the winter. 

THE COURT:  And so in 2012, you'd expect that 

the winter rate differential would take place at th e 

normal or the customary time; right?  

MR. KENNEDY:  That's why we filed two sets of 

sheets, the one effective for October through 

December 31st and then the next one starts January.   And 

it's just the normal cycle of the winter/summer 

differential for SNG. 

THE COURT:  Thank you.  Okay those are all my 

questions.  Thank you very much. 

MS. NELSON:  I don't have any further 

questions, either. 

THE COURT:  Okay.  And should we take care of 

receiving the written materials into evidence now, or 

when would you like to do that, Ms. Nelson?

MS. NELSON:  The application? 
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THE COURT:  Right, and the underlying -- 

MS. NELSON:  I 'd move for that right now. 

THE COURT:  Okay.  And we'll mark that as 

Exhibit 1.  Is there any objection to it being rece ived?  

MS. BURTON-LEE:  No, there is no objection. 

THE COURT:  Okay.  Thank you.  

Ms. Burton-Lee?  

MS. BURTON-LEE:  The Division would call 

Mr. Marlin Barrow as the witness in this docket.  H e 

needs to be sworn in, I believe.

MARLIN BARROW,

called as a witness by and on behalf of 

the Division of Public Utilities, having 

been first duly sworn, was examined and 

testified as follows:

THE COURT:  Thank you, Mr. Barrow. 

DIRECT EXAMINATION

BY MS. BURTON-LEE:  

Q. Mr. Barrow, could you state your name -- your 

full name and address and your position with the Di vision 

for the record, please? 

A. Yes.  It's Marlin Barrow.  I work for the 

Division of Public Utilities at 160 East 300 South,  Heber 

Wells Building.  I'm employed as a technical consul tant 

with the Division. 
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Q. Thank you.  And did you participate in that 

position in the Division's review and recommendatio ns in 

this Docket 11-35 -- or 11-057-08? 

A. Yes, I did. 

Q. And did you prepare a memorandum with regard 

to that review and those recommendations? 

A. Yes.  We prepared a Division memo dated 

September 19th, which was filed with the Commission . 

Q. And do you have any corrections or 

clarifications to that memo today with regard to th is 

docket? 

A. No. 

Q. Do you have a summary prepared to provide as 

testimony today on that docket? 

A. It's a very brief summary, just more or less 

repeating what Mr. Kennedy already said, that in Do cket 

11-057-08 there is a total request for a decrease o f 

$26,181,000 in gas costs.  And without going into t he 

specifics about what each component is based on, wh ich is 

discussed in the Division's September 19th memo, 

$6,017,000 is due to a decrease in the commodity ga s 

costs, which is based on projection of future marke t 

prices, while $20,164,000 is due to a decrease in t he 

supplier non-gas cost rate.  

The primary driver behind that reduction in 
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the SNG gas cost is a request to delay the implemen tation 

of the winter rate differential from November 2011 until 

January 2012.  The purpose for this request is to b etter 

manage the account balance swings that occur in the  SNG 

gas cost portion of the 191 account.  

The effect of this request, if approved by 

the Commission is a typical GS residential customer  will 

see an approximate reduction of $18.51 in their gas  bill.  

And that concludes my remarks on this docket. 

THE COURT:  Thank you.  Ms. Nelson, any 

questions?  

MS. NELSON:  I have no questions. 

THE COURT:  Thank you.  Nor do I.  Thank you 

very much.  

Let's turn to the three remaining dockets, 

09, 10 and 11.  Ms. Nelson?

MS. NELSON:  The Company calls Mr. Kelly 

Mendenhall.  

KELLY MENDENHALL,

called as a witness by and on behalf of 

Questar, having been first duly sworn, 

was examined and testified as follows:

THE COURT:  Thank you. 
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DIRECT EXAMINATION

BY MS. NELSON: 

Q. Mr. Mendenhall, can you state your full name 

and business address for the record? 

A. Sure.  Kelly B. Mendenhall, and I work for 

Questar Gas at 180 East 100 South, Salt Lake City, Utah. 

Q. And what position do you hold with the 

Company? 

A. I am the director of regulatory affairs. 

Q. And in that capacity, did you participate in 

the preparation of the applications filed in 11-057 -09, 

11-057-10 and 11-057-11? 

A. Yes, I did. 

Q. Could you please summarize the relief the 

Company seeks in the application filed in 11-057-09 , the 

Conservation Enabling Tariff docket? 

A. Yes, in Docket 10-057-09, the Application of 

Questar Gas to Amortize the Conservation Enabling T ariff 

Balancing Account, the Company is proposing to make  

changes to its conservation enabling tariff amortiz ation 

rate.  In March 2011, the Company set rates to give  back 

$5.7 million they had over collected from customers , and 

it did that by giving them a credit as part of the rate.  

And currently, the Company has over collected 

by about $1.9 million, and so we'll continue to giv e the 
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customers the credit in this component of the rate.   But 

because it's $3.9 million higher than it was before , that 

will cause an increase in -- an increase to custome rs of 

$3.9 million dollars.  

So this increase will be spread to GS 

customers by applying a percentage increase to curr ent 

rates, and this change in the CET amortization rate  will 

result in a $3.62 per year increase to the typical GS 

residential customer's bill.  And the Company is 

proposing that this change be made effective Octobe r 1st, 

2011. 

MS. NELSON:  And I can proceed to have him 

offer summaries of each of the other dockets, if th at's 

suitable? 

THE COURT:  I think that's a good process.  

Thank you. 

Q. (BY MS. NELSON)  Okay.  Mr. Mendenhall, can 

you also, for all of us, summarize the relief that the 

Company sought in 11-057-10, the docket pertaining to the 

energy assistance fund? 

A. Yes.  In Docket 11-057-10, the Application of 

Questar Gas Company for a Tariff Change and Adjustm ent to 

the Energy Assistance Rate, the Company is proposin g to 

make a couple of changes.  How this fund works is w e 

collect $1.5 million per year from customers in all  of 
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our rate classes, and then that one-and-a-half mill ion 

dollars is given to low-income customers who qualif y 

under the program.  

And so we're -- last year we over collected 

$57,000 from our customers, and so we're reducing - - 

we're proposing to reduce that amount collected in the 

upcoming year.  And then we're also in meetings wit h the 

interested parties that the Department of Community  and 

Culture, who qualifies these customers, they are 

expecting a lower participation rate in the upcomin g 

year.  And so we're proposing to increase the credi t 

given to these customers from $37 to $52.  

So the change to all of the classes -- the 

change to the typical GS customer who is paying the  

credit will be about a four-cent decrease, and the 

Company is proposing that this change go into effec t 

October 1st, 2011.  

Q. And, Mr. Mendenhall, can you also summarize 

for us the relief that the Company seeks in the 11- 057-11 

docket related to the infrastructure rate adjustmen t 

mechanism? 

A. Yes.  In Docket 11-057-11, the Application of 

Questar Gas to Include the Infrastructure Rate 

Adjustment, the company is proposing to increase ra tes to 

collect an additional -- an additional $3.4 million  in 
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replacement infrastructure costs.  The Company is 

proposing to collect these costs from all rate clas ses, 

and this change in rates will result in a $3.13 per  year 

increase to the typical GS residential customer's b ill.  

And the Company is proposing that this change be ma de 

effective October 1st, 2011. 

Q. Mr. Mendenhall, were you aware that on 

September 19th the Division of Public Utilities fil ed an 

action request response addressing each of these th ree 

dockets?

A. Yes. 

Q. And have you reviewed that memorandum? 

A. I have. 

Q. Do you agree with its contents as it relates 

to these three dockets? 

A. I do.  And in the memo, Mr. Barrow made a 

couple of updates to Exhibit 1.3 and 1.4 in the 

infrastructure rate adjustment docket, Docket 11.  And 

I've reviewed that and agree with the adjustments h e's 

made.

MS. NELSON:  I have no further questions.  

THE COURT:  Thank you.  Ms. Burton-Lee?  

MS. BURTON-LEE:  The Division has no 

questions for Mr. Mendenhall. 

THE COURT:  Thank you.  Nor do I. 
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MS. NELSON:  I would move for the admission 

of each of the applications and their exhibits. 

THE COURT:  Thank you. 

MS. BURTON-LEE:  No objection. 

THE COURT:  They are received, and I think 

we'll treat this entire package as Exhibit 1. 

MS. NELSON:  Thank you. 

THE COURT:  Ms. Burton-Lee? 

MARLIN BARROW,

re- called as a witness by and on behalf 

of the Division of Public Utilities, having been 

first duly sworn, was examined and testified 

as follows: 

FURTHER EXAMINATION

BY MS. BURTON-LEE:

Q. Mr. Barrow has prepared some responses, and I 

would ask Mr. Barrow if he would provide the summar y of 

his comments with regard to 11-057-09 at this time.

A. Yes.  Docket 11-057-09 is a request to 

amortize a credit balance of $1,886,000 that curren tly 

exists in the 191.9 account as of July 31st, 2011, an 

adjusted conservation enabling tariff, or CET, DNG rate 

component of the GS rate class.  

Because this credit balance is lower by 

$3,839,000 than what is currently being amortized, it has 
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the effect of increasing the DNG rate component of GS 

customers.  As a result of this, a typical GS custo mer -- 

residential customer will see an approximate increa se of 

$3.62 in their annual gas bill.  

Q. And is that summary provided in greater 

detail in the comments of the response of September  19th 

you prepared and filed on behalf of the Division?  

A. Yes, it is. 

Q. Did you also provide comments with regard to 

Docket 11-057-10? 

A. Yes.  

Q. Do you have a summary of those comments 

today? 

A. Yes, I do. 

Q. Would you provide those, please? 

A. Yes.  Docket No. 11-057-10 is a request to 

slightly decrease the low-income assistance rate 

component of the DNG rates, as well as increase the  

annual assistance contribution to qualified low-inc ome 

customers from $37 a year to $52 a year.  

The Division has reviewed the exhibits 

attached with the application and agrees with the 

methodology used in calculating the new rate and ag rees 

that the rate calculation is in compliance with Uta h Code 

54-7-13.6.  
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The increase to $52 a year assistance 

allowance is based on a projection of only being ab le to 

serve approximately 30,000 customers during the yea r due 

to anticipated funding cutbacks, which may close th e 

agencies responsible for qualifying low-income cust omers 

earlier than what has been previously the case.  

This rate decrease will have a very minimal 

effect on a typical GS residential customer, by red ucing 

it by approximately four cents a year.  

Q. Thank you.  And did you also provide -- in 

your Agency Action Response Memorandum of September  19th, 

did you also provide comments with regard to Docket  

11-057-11? 

A. Yes, I did. 

Q. And do you have a summary today of those 

comments? 

A. I do.  Docket No. 11-057-11 is a request to 

increase the infrastructure rate component of the D NG 

rates of all customers.  The Division reviewed all of the 

exhibits included in the application and agrees wit h the 

method of calculation shown in those exhibits.  

However, in reviewing Exhibit 1.3, the 

Division noted there was a discrepancy in some of t he 

volumes used in the calculation.  And after consult ing 

with the Company, obtained a new revised Exhibit 1. 3, 
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which was filed with the Division's memo on 

September 19th.  

With the filing of the revised Exhibit 1.3, 

the Division agrees with the revised rates as shown  in 

that exhibit.  The effect of these revised rates on  a 

typical GS residential customer will be an increase  in 

their annual gas bills of approximately $3.13.  

In summary, the combined effect of these four 

filings on a typical GS residential customer will r educe 

their annual gas bills by $11.87 or 1.71 percent fr om the 

rates currently in effect.  

The Division recommends the Commission 

approve the adjustments requested in Dockets 11-057 -08, 

11-057-09 and, as revised, Docket No. 11-057-11 on an 

interim basis until the Division can complete the a udits 

on these dockets with an effective date of October 1st, 

2011.  

The Division believes the request for rate 

changes in these four dockets represents fair and 

equitable rates and are in the public interest.  

That concludes my remarks.

MS. BURTON-LEE:  Thank you, Mr. Barrow.  The 

Division would ask the Commission to either take ju dicial 

notice of its memorandum filed on September 19th as  part 

of the record, or if the Commission would like to m ark it 
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as an exhibit, that would be agreeable, as well. 

THE COURT:  Thank you.  Yes, I think I 

misspoke earlier.  Let me just be clear with the ex hibit 

numbering.  

The application 08 will be Exhibit 1, 09 will 

be 2, 10 will be 3, and 11 will be 4, referring to the 

last two digits of each docket number.  And then I' l l 

mark as Exhibit 5 the Action Request Response of th e 

Division.

MS. BURTON-LEE:  And it would be identified 

as an exhibit in each docket, since it applies to e ach 

docket, whether you want to do 5, 6, 7, 8 or just h owever 

the Commission -- that's why I was suggesting maybe  

judicial notice as it being part of the record, in that 

it was submitted and filed in the docket itself alr eady. 

THE COURT:  Thank you for helping me through 

this.  Let's be off the record for a minute.

(A discussion was held off the record.)

THE COURT:  Back on the record.  We'll be on 

the record, and I'm going to take a third stab at m arking 

these exhibits.  

The Application 11-057-08 will be Exhibit 1 

in that docket.  And the application in Docket 

No. 11-057-09 will be Exhibit 1 in that docket.  Th e 

application in Docket No. 11-057-10 will be Exhibit  1 in 
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that docket.  And the application filed in Docket 

No. 11-057-11 will be Exhibit 1 in that docket.  

The Action Request Response dated 

September 19th, 2011, provided to the Commission by  the 

Division of Public Utilities will be Exhibit 2 in e ach of 

the four dockets that are under consideration today .  

Is there anything further that the applicant 

desires to present today.  

MS. NELSON:  No.  We have no questions for 

Mr. Barrow and we have no further witnesses. 

THE COURT:  Thank you.  Ms. Burton-Lee?

MS. BURTON-LEE:  The Division has nothing 

further, as far as testimony.  Just one other comme nt, 

that it was the Division's recommendation and conti nues 

to be the recommendation that these rates go into e ffect 

October 1st on an interim basis, subject to the aud it. 

THE COURT:  Thank you.  And it's my intent to 

recommend to the Commission that they follow the 

Division's recommendation and that the rates take e ffect 

on an interim basis subject to the completion of th e 

division's audit.  

Thank you all for your participation today. 

MS. NELSON:  Thank you. 

THE COURT:  We'll be off the record. 

MS. BURTON-LEE:  Thank you. 
(The hearing was concluded at 10:33 a.m.)
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