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·1· · · · · · · · · · P R O C E E D I N G S

·2· · · · · · ·CHAIRMAN LAVAR:· Okay.· Good morning.

·3· · · · · · ·This is the time and place for the hearing

·4· ·in the Matter of the Application of Questar Gas Company

·5· ·to Make Tariff Modifications to Charge Transportation

·6· ·Customers for use of Supplier-Non-Gas Services.

·7· · · · · · ·This is Public Service Commission Docket Number

·8· ·14-057-31.· I'm Thad Lavar.· To my right is Commissioner

·9· ·David Clark and to my left is Commissioner Jordan White.

10· ·We welcome Jordan White to the Commission.· This is his

11· ·first hearing since his appointment.· So, we're thrilled

12· ·to have him joining us in this new capacity.

13· · · · · · ·We have a few preliminary matters to deal with,

14· ·but we'll take appearances first.

15· · · · · · ·And I would also note, the court reporter has

16· ·reminded me to ask everyone to do their best to speak

17· ·slowly so we can get an accurate and good record of this

18· ·proceeding today.· So, I'll pass that on.

19· · · · · · ·We'll start with appearances from the

20· ·applicant.

21· · · · · · ·MS. CLARK:· Thank you.· My name is Jenniffer

22· ·Clark.· I'm the attorney for Questar Gas Company.· And I

23· ·have with me a number of people.· The two that you will

24· ·be speaking with today are the witnesses from whom you've

25· ·seen testimony.· To my right is Mr. William Schwarzenbach
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·1· ·and to his right is Kelly Mendenhall.

·2· · · · · · ·MS. SCHMID:· Good morning.· Patricia E. Schmid

·3· ·with the Attorney General's Office on behalf of the

·4· ·Division of Public Utilities.· The Division's witness

·5· ·Douglas D. Wheelwright is here today and is seated

·6· ·on my left.

·7· · · · · · ·MR. OLSEN:· Rex Olson on behalf of the Office

·8· ·of Consumer Services.· And we will have two witnesses

·9· ·today, Gavin Mangelson who has submitted testimony and

10· ·Jerome Mierzwa who is sitting on my right.

11· · · · · · ·CHAIRMAN LAVAR:· Thank you.

12· · · · · · ·MR. DODGE:· Gary Dodge on behalf of UAE as well

13· ·as CIMA and US Magnesium.· We have all the witnesses that

14· ·have appeared for those witnesses in the room -- that

15· ·will attend and testify personally.

16· · · · · · ·And we've requested that Roger Swenson

17· ·on behalf of US Magnesium be allowed to testify

18· ·telephonically.· And I've mentioned this to staff for the

19· ·Commission.· But he's available either any time between

20· ·four and five this afternoon or anytime tomorrow morning

21· ·if this goes into tomorrow.· We would request that he be

22· ·allowed to testify by phone at one of those times.

23· · · · · · ·CHAIRMAN LAVAR:· Okay.· Thank you.

24· · · · · · ·MR. COOK:· Jeremy Cook on behalf of Nucor State

25· ·of Utah.· We have the same witnesses.
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·1· · · · · · ·THE HEARING OFFICER:· Okay.

·2· · · · · · ·MR. WILLIAMS:· Larry Williams on behalf of

·3· ·Summit Energy.· Mike McGuire (sic) is here with us today

·4· ·also.

·5· · · · · · ·MR. OLSEN:· Excuse me.

·6· · · · · · ·Is that McGuire or McGarvey?

·7· · · · · · ·MR. WILLIAMS:· I'm sorry.· McGarvey.

·8· · · · · · ·CHAIRMAN LAVAR:· Okay.· Thank you.

·9· · · · · · ·Our next matter is the pending motion.· We have

10· ·a motion from the Office of Consumer Services, and we

11· ·have responses to that motion filed by the Division of

12· ·Public Utilities and Questar Gas.

13· · · · · · ·We'll take a brief moment if the parties desire

14· ·to comment further on what they have submitted on the

15· ·motion.· And as we do that, I want to start out with one

16· ·question to Mr. Olsen.

17· · · · · · ·You cited an administrative rule that supports

18· ·the policy of avoiding unnecessary cross-examination.

19· · · · · · ·Are you aware of any other statutes or rules

20· ·more specifically on point to this matter?

21· · · · · · ·MR. OLSEN:· I am not, Commissioner.· And that

22· ·is part of the conundrum.· We don't really have any --

23· ·I couldn't find anything in either the rules or a

24· ·applicable statute regarding -- the way this hearing must

25· ·be undertaken.· It's simply a matter of the normal
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·1· ·procedures the commissions typically undertake.

·2· · · · · · ·CHAIRMAN LAVAR:· Okay.· Do you have anything

·3· ·else you want to add to your motion?

·4· · · · · · ·MR. OLSEN:· No, Your Honor.· I think it speaks

·5· ·for itself.

·6· · · · · · ·CHAIRMAN LAVAR:· Okay.

·7· · · · · · ·Ms. Clark, do you have --

·8· · · · · · ·MS. CLARK:· The Company would just rely on what

·9· ·was submitted in its pleading and has nothing to add.

10· ·Thank you.

11· · · · · · ·CHAIRMAN LAVAR:· Okay.· Ms. Schmid?

12· · · · · · ·MS. SCHMID:· The Division, too, will rely upon

13· ·what is stated in its pleading.

14· · · · · · ·CHAIRMAN LAVAR:· Okay.· Thank you.

15· · · · · · ·Mr. Williams?

16· · · · · · ·MR. WILLIAMS:· Yes.

17· · · · · · ·CHAIRMAN LAVAR:· Would you like to add anymore

18· ·to the response we received yesterday?

19· · · · · · ·MR. WILLIAMS:· I did submit a response

20· ·yesterday.· I think that it fairly clearly states our

21· ·argument.· I do want to make a point of one mistake that

22· ·I did make which was the date on that.

23· · · · · · ·On that I actually put today's date on there

24· ·by mistake when it was actually filed yesterday.

25· · · · · · ·CHAIRMAN LAVAR:· Okay.· Do either Mr. Dodge
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·1· ·or -- and I'm sorry.· I didn't write your name down when

·2· ·you said it.

·3· · · · · · ·MR. COOK:· Jeremy Cook.

·4· · · · · · ·CHAIRMAN LAVAR:· Jeremy Cook.· Okay.

·5· · · · · · ·Do either of you have any comment on the

·6· ·pending motion?

·7· · · · · · ·MR. DODGE:· If I might -- and you know me.

·8· ·I can't -- I can't pass up an opportunity to talk.

·9· · · · · · ·I guess I would just point out that although

10· ·it's probably obvious to those of us who are here on a

11· ·regular basis what the Commission means when it says

12· ·in the scheduling order, direct rebuttal, sir rebuttal,

13· ·it isn't necessarily obvious to people who aren't here on

14· ·a regular basis.· And this was a very unusual scheduling

15· ·order in that it went Company and intervenors, then

16· ·Division and Office and then rebuttal and surrebuttal.

17· · · · · · ·It may behoove us in the future as I know in

18· ·some scheduling orders this Commission has done in the

19· ·past to actually state, response to testimony filed on

20· ·this date is due, responsive testimony filed on that date

21· ·is due as opposed to just using the word "surrebuttal"

22· ·and "rebuttal" because I believe as they pointed out in

23· ·their brief that they believed they were filing to

24· ·surrebuttal to rebuttal filed in what was called direct

25· ·testimony.· So, I think it's easy to see the mistake and
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·1· ·I think the Commission ought to recognize that those that

·2· ·don't practice here all the time may not have understood

·3· ·the order they were supposed to go in.

·4· · · · · · ·CHAIRMAN LAVAR:· Thank you.

·5· · · · · · ·MR. OLSEN:· Commissioner, if I may.· I just had

·6· ·one thing.· The Office did not mean to repute any kind of

·7· ·ill motive to Mr. McGarvey.· It was simply the result of

·8· ·how he did some things that created the problem for us.

·9· · · · · · ·CHAIRMAN LAVAR:· Mr. Cook, did you have

10· ·anything else to add?

11· · · · · · ·MR. COOK:· I don't have anything, Commissioner.

12· · · · · · ·MR. WILLIAMS:· Let me just respond real

13· ·quickly.· We believe that we actually followed the order

14· ·as it was written as I stated in the brief.

15· · · · · · ·Very specifically, I went back to look at the

16· ·order to make sure that what the order actually said is

17· ·what it -- what we did.· And we do believe that we

18· ·followed the order as it was written.

19· · · · · · ·CHAIRMAN LAVAR:· Let me just see if we need a

20· ·moment to deliberate.

21· · · · · · ·(Discussion off the record)

22· · · · · · ·CHAIRMAN LAVAR:· We're going to deny the motion

23· ·to strike.· The filing of written testimony certainly

24· ·improves the efficiency and the process that we use to

25· ·get through our hearings.
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·1· · · · · · ·We don't see this issue as one that is a legal

·2· ·basis for the exclusion of evidence in this hearing.

·3· · · · · · ·However, we recognize the issues raised by

·4· ·those who raised the objections.· And so, what we're

·5· ·going to allow is the applicant, the Division, and the

·6· ·Office may have any of their witnesses address the issues

·7· ·raised in Mr. McGarvey's surrebuttal either during their

·8· ·presentations or if any of those three parties want to

·9· ·recall a witness following Mr. McGarvey, we'll allow

10· ·that.· And that's the way we'll move forward on this

11· ·issue.· Thank you.

12· · · · · · ·MR. OLSEN:· Thank you.

13· · · · · · ·MS. SCHMID:· Thank you.

14· · · · · · ·CHAIRMAN LAVAR:· The only other clearing matter

15· ·I'm aware of is order of presentations and order of

16· ·cross-examinations.

17· · · · · · ·It seems there might be some benefit in this

18· ·case in the interest of keeping parties with similar

19· ·positions presenting and cross-examining consequentially

20· ·to have the order of presentations be the applicant first

21· ·then the Office of Consumer Services then the Division of

22· ·Public Utilities.

23· · · · · · ·And then we also need to deal with what order

24· ·the other intervenors will go in, but with respect to

25· ·this matter, are there any thoughts or objections to that

http://www.litigationservices.com


Page 14
·1· ·order of presentation?

·2· · · · · · ·MR. OLSEN:· We'll be happy to comply with that.

·3· · · · · · ·MS. SCHMID:· The Division is fine with it as

·4· ·well.

·5· · · · · · ·CHAIRMAN LAVAR:· Okay.· Mr. Dodge,

·6· ·Mr. Williams, and Mr. Cook, in terms of order of

·7· ·presentation for the other intervening parties --

·8· · · · · · ·You mentioned you have one on the phone with

·9· ·some time limitations.

10· · · · · · ·Are there any other preferences with respect

11· ·to order of presentation?

12· · · · · · ·MR. DODGE:· I don't think in particular.

13· ·I think we're prepared to go in any order.· There are

14· ·some scheduling considerations among the witnesses

15· ·at this table, for the parties at this table.

16· · · · · · ·And so, it'll depend a little on where we are

17· ·and whether we're going to finish today or move into

18· ·tomorrow.· But if we may, we would let you know as we get

19· ·a little further in in exactly which order.

20· · · · · · ·It's likely that we will start with either

21· ·Mr. McGarvey or Mr. Medura and then again fit Mr. Swenson

22· ·in when we can on the phone and then Mr. Fishman and then

23· ·Mr. Higgins and in perhaps that order.

24· · · · · · ·But again, scheduling considerations may shift

25· ·one or more of those around.
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·1· · · · · · ·CHAIRMAN LAVAR:· Okay.· Well, when we get to

·2· ·that point, then I'll just turn to the three of you and

·3· ·see where we are.

·4· · · · · · ·MR. DODGE:· In terms of cross-examination,

·5· ·I assume we'll just go down the table, but if either of

·6· ·them wants to go first, I'm happy to allow that, too.

·7· · · · · · ·CHAIRMAN LAVAR:· Is that amenable to all three

·8· ·of you?

·9· · · · · · ·(No objections expressed)

10· · · · · · ·CHAIRMAN LAVAR:· Okay.· Any other preliminary

11· ·matters that we've missed?

12· · · · · · ·(No verbal response)

13· · · · · · ·CHAIRMAN LAVAR:· Okay.· Ms. Clark, you may call

14· ·your first witness.

15· · · · · · ·MS. CLARK:· Thank you.· The Company would call

16· ·Kelly B. Mendenhall as its first witness.

17· · · · · · ·CHAIRMAN LAVAR:· Mr. Mendenhall, do you swear

18· ·to tell the truth?

19· · · · · · ·THE WITNESS:· Yes.

20· · · · · · ·CHAIRMAN LAVAR:· Thank you.

21· · · · · · · · · · · KELLY MENDENHALL,

22· · · · · · · ·having first been duly sworn, was

23· · · · · · · ·examined and testified as follows:

24· · · · · · · · · · · DIRECT EXAMINATION

25· ·BY MS. CLARK:
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·1· · · · Q.· ·Mr. Mendenhall, would you please state your

·2· ·full name and your business address for the record?

·3· · · · A.· ·Yes.· I'm Kelly B. Mendenhall, and I work for

·4· ·Questar Gas Company at 333 South State Street, Salt Lake

·5· ·City, Utah.

·6· · · · Q.· ·What position do you hold with the company?

·7· · · · A.· ·I'm the director or regulatory affairs.

·8· · · · Q.· ·Mr. Mendenhall, I want to direct your attention

·9· ·to the testimony you filed in this matter, Questar Gas

10· ·Company Exhibit 1.0, the Direct Testimony of Kelly

11· ·Mendenhall with attached Exhibits 1.1 through 1.4.

12· ·And that was filed on December 18th, 2014;

13· · · · · · ·Questar Gas Company Exhibit 1.0R, the Rebuttal

14· ·Testimony of Kelly B. Mendenhall with attached

15· ·Exhibits 1.1R that was filed on July 31st, 2015;

16· · · · · · ·And Questar Gas Company Exhibit 1.0SR, the

17· ·Surrebuttal Testimony of Kelly B. Mendenhall with an

18· ·attached Exhibit 1.1SR filed on August 14th, 2015.

19· · · · · · ·Are you familiar with these documents?

20· · · · A.· ·Yes.

21· · · · Q.· ·Were they prepared by you or under your

22· ·direction?

23· · · · A.· ·Yes, they were.

24· · · · Q.· ·If you were asked the questions contained in

25· ·that testimony today, would the responses be the same?
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·1· · · · A.· ·Yes.

·2· · · · · · ·MS. CLARK:· The Company would move for the

·3· ·admission of the documents identified.

·4· · · · · · ·CHAIRMAN LAVAR:· Is there any objection to that

·5· ·admission of the direct, rebuttal, and surrebuttal

·6· ·testimony of Mr. Mendenhall?· Mr. Olsen?

·7· · · · · · ·MR. OLSEN:· No objection.

·8· · · · · · ·CHAIRMAN LAVAR:· Ms. Schmid?

·9· · · · · · ·MS. SCHMID:· No objection.

10· · · · · · ·MR. DODGE:· No objections.

11· · · · · · ·CHAIRMAN LAVAR:· Okay.· It's admitted.

12· ·Thank you.

13· · · · · · ·(QGC Exhibit 1.0, QGC Exhibit 1.0R,

14· ·QGC Exhibit 1.0SR marked and admitted)

15· ·BY MS. CLARK:

16· · · · Q.· ·Thank you.· Mr. Mendenhall, can you please

17· ·summarize the contents of your testimony and the relief

18· ·the company is seeking in this matter?

19· · · · A.· ·Sure.· There are two objectives the company

20· ·is trying to accomplish in this docket.

21· · · · · · ·First, the company seeks to assign cost to

22· ·transportation customers for the upstream balancing

23· ·services they use on the system that are currently being

24· ·paid for by sales customers.

25· · · · · · ·Second, the company seeks to incent customers
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·1· ·and their agents to improve their daily nominations.

·2· ·The Company has proposed a transportation and balance

·3· ·charge that will charge customers for the services they

·4· ·use and it should give them a financial incentive to more

·5· ·accurately make daily nominations.

·6· · · · · · ·In my direct testimony, I determined that

·7· ·transportation customers use Questar Gas's upstream

·8· ·transportation, no notice and storage contracts to remedy

·9· ·daily imbalances and that the cost of those services

10· ·amounted to 1.7 million.

11· · · · · · ·The 1.7 million in costs that was calculated

12· ·in my testimony was supported by the Office and the

13· ·Division.· Mr. Higgins disagreed with the calculation

14· ·asserting that an imbalance charge should be assessed

15· ·only after certain adjustments have been made.

16· · · · · · ·As a result, the proposed adjustments would

17· ·reduce the overall amount that the transportation

18· ·customers would be charged.

19· · · · · · ·The result of these adjustments reduces the

20· ·calculated cost of these services by 80 percent from

21· ·1.7 million to 337,000.

22· · · · · · ·If these adjustments are accepted, it will

23· ·result in transportation customers not paying for all

24· ·of the cost of the services that they use.

25· · · · · · ·The first adjustment is the issue of upstream
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·1· ·transportation and fuel.

·2· · · · · · ·On any given day, transportation customers will

·3· ·either be over delivered or under delivered.· In the case

·4· ·of an over delivery, there will be excess gas at the

·5· ·city gate and the transportation customers will rely

·6· ·on the upstream transportation contract of the sales

·7· ·customers to absorb that excess gas.

·8· · · · · · ·In the case of an under delivery, not enough

·9· ·gas will be delivered to meet the needs of customers on a

10· ·given day and additional gas must be delivered to the

11· ·city gate using the upstream transportation contract of

12· ·Questar Gas.

13· · · · · · ·In both the case of an under delivery and an

14· ·over delivery, Questar Gas must use its upstream

15· ·transportation contract to remedy the imbalance.

16· ·Thus, it is appropriate to include this cost

17· ·in the rate calculation.

18· · · · · · ·The next issue is the adjustment to net

19· ·transportation customer volumes with the sales customer

20· ·volumes.· Some intervenors argue that on days when

21· ·transportation customer imbalances and sales customer

22· ·imbalances are netted, the transportation volume and

23· ·balances should be reduced because the upstream services

24· ·aren't physically being used.

25· · · · · · ·I disagree with this approach because Questar
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·1· ·Gas is still providing a service to transportation

·2· ·customers by managing their imbalance.

·3· · · · · · ·Whether Questar Gas uses its upstream service

·4· ·contracts or offsets the transportation customer

·5· ·imbalances using sales volumes, the transportation

·6· ·customer imbalances have been eliminated for the day

·7· ·and transportation customers should be required to pay

·8· ·for that service.· This is consistent with the way

·9· ·interstate pipeline rates are calculated.

10· · · · · · ·The last major rate issue of disagreement

11· ·is the issue of a line pack.· Mr. Higgins and Mr. Swenson

12· ·argue that the system has a certain level of flexibility

13· ·due to line pack and I have not made some sort of

14· ·adjustment for this flexibility in my calculation.

15· · · · · · ·Questar Gas does not have a substantial amount

16· ·of line pack on its system.· No evidence has been

17· ·provided by any witness that there is five percent line

18· ·back on the system.

19· · · · · · ·For accounting purposes, there is no line pack

20· ·cost included on the company's books and for regulatory

21· ·purposes there is no line pack included in the rate base.

22· · · · · · ·On the pipeline side, when Questar Gas has an

23· ·imbalance, that entire imbalance is remedied by the

24· ·upstream transportation, no-notice transportation, and

25· ·storage services.
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·1· · · · · · ·The pipeline does not allow a five percent

·2· ·tolerance before these services are used.· Thus, if this

·3· ·adjustment were allowed, the first five percent of

·4· ·imbalance volumes used by transportation customers would

·5· ·continue to be subsidized by sales customers.

·6· · · · · · ·An issue that was raised by Mr. McGarvey and

·7· ·Mr. Medura was the use of market price gas versus the

·8· ·weighted average cost of gas to calculate the fuel gas

·9· ·reimbursement.

10· · · · · · ·In this case I used the weighted average cost

11· ·of gas because it represents the actual cost of fuel that

12· ·sales customers pay.· Any charge other than the WACOG

13· ·rate would not correctly reflect this actual cost.

14· · · · · · ·There is also a difference in opinion on how

15· ·the rates should be assessed.· The Company proposes that

16· ·the rate be directly assessed to each customer on the

17· ·volumes outside of a five percent imbalance tolerance.

18· · · · · · ·This five percent tolerance came from feedback

19· ·the Company received from working groups.

20· · · · · · ·The proposal from some of the other parties is

21· ·that a flat rate should be used.· While the flat rate is

22· ·easier to assess and understand, it will not change

23· ·customers' behavior.

24· · · · · · ·The company has concerns that incorrect daily

25· ·nominations could lead to operational issues and lead to
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·1· ·higher penalties for transportation customers if supply

·2· ·curtailments occur.

·3· · · · · · ·When considering customer behavior, the direct

·4· ·assessment is the better option because it will send a

·5· ·price signal to customers when they are out of balance.

·6· · · · · · ·Some additional issues have been raised in this

·7· ·proceeding that I will brief address in this summary

·8· ·including the argument an additional workgroup is

·9· ·necessary to solve these issues.

10· · · · · · ·At the beginning of this docket, a scheduling

11· ·conference was held and all parties were present.

12· ·A rather lengthy schedule was set that allowed for

13· ·discovery and for the parties to explain their points of

14· ·view.· That process will conclude with these hearings.

15· · · · · · ·The Company has confidence in the regulatory

16· ·process.· And there is enough evidence on the record

17· ·for the Commission to make a decision.

18· · · · · · ·The disagreement of whether customers should be

19· ·required to nominate accurately on a daily basis is a

20· ·particularly contentious issue the parties have been

21· ·trying to resolve for over two years now.

22· · · · · · ·A Commission directive on this issue in

23· ·particular will give parties some clarity going forward.

24· · · · · · ·While the issue of aggregation has been briefly

25· ·raised in this case, there is no proposal before the
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·1· ·Commission that clearly explains how the rate will be

·2· ·calculated or assessed.

·3· · · · · · ·I have already aggregated the transportation

·4· ·volumes in the calculation of the rate and aggregating

·5· ·them again during the assessment of the rate would result

·6· ·in double counting and continued free balancing services

·7· ·for transportation customers.

·8· · · · · · ·Some intervenors have also brought up the issue

·9· ·of additional metering.· There are two types of

10· ·transportation customers on a Questar Gas system.

11· · · · · · ·We have industrial customers who use natural

12· ·gas for processes and weather-sensitive customers who use

13· ·natural gas for space heat.

14· · · · · · ·In the case of an industrial customer, most of

15· ·them probably know how much gas their process is used and

16· ·usage estimation is possible without realtime monitoring.

17· · · · · · ·For the weather-sensitive customers, realtime

18· ·monitoring won't help predict what the weather will be

19· ·the next day.

20· · · · · · ·In both cases, it is unlikely that investing in

21· ·expensive measurable data will help greatly improve

22· ·nominations.

23· · · · · · ·As a review of the data in QGC Exhibit 1.3

24· ·shows, currently most customers change their nominations

25· ·weekly or monthly.
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·1· · · · · · ·A review of the data indicates that a better

·2· ·solution for improved nominations would be for customers

·3· ·and their agents to nominate on a daily basis rather than

·4· ·make additional investments on realtime measuring

·5· ·equipment.

·6· · · · · · ·There's been discussion about the five percent

·7· ·imbalance tolerance that the company has proposed.· This

·8· ·is consistent with the daily tolerance limits already

·9· ·outlined in the tariff and the higher tolerance amount

10· ·will result in customers not paying for the upstream

11· ·balancing services they use.

12· · · · · · ·That summarized what I believe to be the major

13· ·issues in the case.

14· · · · · · ·The Company respectfully asks the Commission

15· ·to find that the assessment of a transportation imbalance

16· ·charge to transportation customers is just and reasonable

17· ·and in the public interest and to accept the company's

18· ·rate design proposal.

19· · · · · · ·MS. CLARK:· Mr. Mendenhall is available for

20· ·cross-examination.

21· · · · · · ·CHAIRMAN LAVAR:· Thank you.· Mr. Olsen?

22· · · · · · ·MR. OLSEN:· No cross.

23· · · · · · ·CHAIRMAN LAVAR:· Ms. Schmid?

24· · · · · · · · · · · CROSS-EXAMINATION

25· ·BY MS. SCHMID:
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·1· · · · Q.· ·Yes.· Good morning.

·2· · · · A.· ·Good morning.

·3· · · · · · ·MS. SCHMID:· I have some questions about the

·4· ·existing tariff provision that has the plus or minus five

·5· ·percent basis in it.

·6· · · · · · ·To assist in my questioning, may I approach the

·7· ·witness and hand out copies of this tariff provision?

·8· · · · · · ·CHAIRMAN LAVAR:· Yes.

·9· ·BY MS. SCHMID:

10· · · · Q.· ·Mr. Mendenhall, will you accept subject to

11· ·check that what I have handed you is tariff provisions

12· ·taken directly from the Questar.com Web site for

13· ·Questar Gas?

14· · · · A.· ·Yes.

15· · · · · · ·MS. SCHMID:· Thank you.· Could we please mark

16· ·this DPU Cross Exhibit-1?

17· · · · · · ·CHAIRMAN LAVAR:· Any objection to entering this

18· ·as an exhibit?

19· · · · · · ·MS. CLARK:· No.· Thank you.

20· · · · · · ·(DPU Cross Exhibit 1 marked and admitted)

21· · · · · · ·MR. OLSEN:· Is there a copy that we might have?

22· ·BY MS. SCHMID:

23· · · · Q.· ·Yes.· Sorry.· We've talked a little bit about

24· ·transportation customers and about Questar Gas's firm

25· ·sales service customers.
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·1· · · · · · ·With regard to those firm sales customers,

·2· ·what does Questar Gas do when a plus or minus tolerance

·3· ·level is imposed?

·4· · · · A.· ·Are you talking about sales customers or

·5· ·transportation customers?

·6· · · · Q.· ·Sales customers.· What does Questar do for its

·7· ·own sales customers when there is a plus or minus five

·8· ·percent imbalance imposed?

·9· · · · A.· ·Well, Questar Gas has purchased services

10· ·to help balance the -- or take care, to remedy the

11· ·imbalances of sales customers.

12· · · · · · ·So, when they put a five percent, a plus or

13· ·minus five percent tolerance, it's on transportation

14· ·customers and it's because there's supply constraints

15· ·or concerns on the system.

16· · · · Q.· ·So, sales customers do not have to change their

17· ·behavior at all?

18· · · · A.· ·Correct, because Questar Gas has gone out and

19· ·purchased no-notice upstream transportation and storage

20· ·services on a firm basis for these customers to help

21· ·manage those imbalances.

22· · · · · · ·That's a high-level answer.· If you want to get

23· ·into more detail, I would refer you to Mr. Schwarzenbach

24· ·because he's the expert on that subject.

25· · · · Q.· ·I might be brave enough to go there.
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·1· · · · · · ·How often has Questar Gas imposed that plus or

·2· ·minus five percent tolerance level upon transportation

·3· ·customers in the last year?

·4· · · · A.· ·Are you talking about putting them on a

·5· ·restriction?

·6· · · · Q.· ·Yes.

·7· · · · A.· ·I -- I cannot give you a number.· I will tell

·8· ·you it's probably increased over the last couple of years

·9· ·more than it has been in the past.

10· · · · Q.· ·Can you recall if, when it has been imposed it

11· ·has been imposed on a monthly or a daily basis?

12· · · · A.· ·It's been imposed on a daily basis with the

13· ·customers being allowed to trade their imbalances away.

14· · · · Q.· ·If we could turn to DPU Cross Exhibit 1 to

15· ·Section 5.01.· If we look at the bottom of the page, it

16· ·says:· · "In the event that the Company incurs fees,

17· · · · charges or costs as a result of the transportation

18· · · · of a customer's gas to the Company's distribution

19· · · · system by an upstream pipeline the Company will

20· · · · provide a statement of such charges or costs.

21· · · · · · ·"The customer will reimburse the Company for

22· · · · all fees, charges or costs associated with such

23· · · · transportation."

24· · · · · · ·Did I read that correctly?

25· · · · A.· ·I think you did.
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·1· · · · Q.· ·How often has the company imposed reimbursement

·2· ·requirements on customers pursuant to 5.01?

·3· · · · A.· ·We haven't.· That's one of the main purposes

·4· ·of this docket is to start instituting some kind of a

·5· ·charge for those services that are used.

·6· · · · Q.· ·It seems like this matter has been under

·7· ·discussion for quite some time.

·8· · · · A.· ·Yes.

·9· · · · Q.· ·In connection with that, do you recall meeting

10· ·with the transportation customers during the first half

11· ·of 2014 about imbalances?

12· · · · A.· ·Yes.

13· · · · Q.· ·Isn't it true that as a result of those

14· ·meetings, what Questar learned influenced the Company's

15· ·proposal in this document?

16· · · · A.· ·Absolutely.· Yeah.· In fact, in those meetings,

17· ·well, even in all three of those meetings we talked about

18· ·this charge.· We proposed a few different options to the

19· ·customers, and based on some of their feedback, that's --

20· ·we used that feedback to develop this rate.

21· · · · Q.· ·But despite the fact that you learned

22· ·information from those meetings that influenced your

23· ·decisions and your proposal, you don't want to pursue

24· ·a workgroup; is that right?

25· · · · A.· ·That's right.
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·1· · · · Q.· ·When the Company imposes what I'll call an OFO,

·2· ·operational flow order, when is that triggered?

·3· · · · A.· ·Well, so, an operational flow order is also

·4· ·called a daily restriction just so you know.· We'll

·5· ·probably use those terms interchangeably.

·6· · · · · · ·And once again, I'm going to give you a very

·7· ·high-level answer, and you can ask Mr. Schwarzenbach for

·8· ·the actual details because he's the one who issues those

·9· ·OFOs.· But it would be -- and the way, if you read in the

10· ·tariff, it's any time there is an operational or a supply

11· ·concern, Questar Gas has the ability to issue one of

12· ·those OFOs or daily restrictions.

13· · · · Q.· ·And the tolerance level that prompts an

14· ·issuance of an OFO is plus or minus five percent?

15· · · · A.· ·I know OFO can be -- it could be plus or minus

16· ·five percent.· It can be zero percent.· It can be ten

17· ·percent packing, zero percent drafting.· I mean, it just

18· ·depends on the operational situation that the company's

19· ·in.· So, yeah, it's not just set at plus or minus five

20· ·percent.· It really depends on the situation.

21· · · · Q.· ·The five percent, though, is what you're asking

22· ·for here as a daily balancing restriction; is that right?

23· · · · A.· ·Not a daily balancing restriction.· I'm giving

24· ·them a tolerance of five percent on the transportation

25· ·imbalance charge.
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·1· · · · · · ·So, for -- I mean, the assumption here is that

·2· ·they're using the services every day.· And as long as

·3· ·they maintain their imbalance within plus or minus five

·4· ·percent, they won't be charged for those services even

·5· ·though they are using them, but it's kind of --

·6· · · · · · ·You know, as we -- we talked about the working

·7· ·group.· That seemed to be more palatable to the customers

·8· ·that we discussed this with.

·9· · · · · · ·And so, we did that kind of as a compromise.

10· ·And I think it's fair because it gives them, you know,

11· ·some incentive to try and get their nominations in

12· ·balance.

13· · · · · · ·MS. SCHMID:· Thank you.

14· · · · · · ·CHAIRMAN LAVAR:· Is that all, Ms. Schmid?

15· · · · · · ·MS. SCHMID:· Yes.

16· · · · · · ·CHAIRMAN LAVAR:· Okay.· Mr. Dodge?

17· · · · · · · · · · · CROSS-EXAMINATION

18· ·BY MR. DODGE:

19· · · · Q.· ·Thank you, Mr. Chairman.

20· · · · · · ·Good morning, Mr. Mendenhall.

21· · · · A.· ·Good morning.

22· · · · Q.· ·We don't have the pleasure it seems of regular

23· ·Questar proceedings in this Commission anymore.· It seems

24· ·like they're fairly sporadic.· So, I think it's important

25· ·for us to make sure we all understand what we're talking

http://www.litigationservices.com


Page 31
·1· ·about.· I'm going to ask you some relatively basic

·2· ·questions and hope that you can help.

·3· · · · A.· ·Great.

·4· · · · Q.· ·First of all, the cost that you're talking

·5· ·about here charging transportation customers for --

·6· · · · A.· ·Yes.

·7· · · · Q.· ·-- are upstream meaning Questar Pipeline, your

·8· ·upstream affiliate; right?

·9· · · · · · ·It's services on that part of the pipeline

10· ·in the form of transportation services, no-notice

11· ·transportation services, and storage services; correct?

12· · · · A.· ·So, they are contracts that Questar Gas has

13· ·on the upstream pipeline, Questar Pipeline, to help

14· ·remedy the imbalances of sales customers.

15· · · · Q.· ·Correct.· And all of those services were

16· ·purchased exclusively 100 percent for the sales

17· ·customers; correct?

18· · · · A.· ·Correct.· And they are being used sometimes

19· ·by the transportation customers.

20· · · · Q.· ·You have not at any point identified an

21· ·incremental amount of upstream services that you need

22· ·to purchase or will purchase for your transportation

23· ·customers; correct?· Is that correct?

24· · · · A.· ·Yes, because the way I proposed this, it would

25· ·be -- the rate would be available to or the services
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·1· ·would be available to transportation customers on an

·2· ·interruptible basis.

·3· · · · · · ·So, yes, we've created a volumetric

·4· ·reimbursement charge to the sales customers and we will

·5· ·not go out and purchase additional service with the

·6· ·transportation customers.

·7· · · · Q.· ·And that maybe lie in contrast to some

·8· ·utilities who actually purchase transportation, either

·9· ·firm or interruptible, and upstream balancing and

10· ·no-notice services on behalf of their transportation

11· ·customers.· Are you familiar with any utilities that

12· ·do that?

13· · · · A.· ·I am not, no.

14· · · · Q.· ·If there were no transportation customers

15· ·on your system, you'd still buy the exact amount of

16· ·upstream firm services for your GS customers; correct?

17· · · · A.· ·Correct.

18· · · · Q.· ·If there were only transportation customers

19· ·on your pipeline, if you were only a distribution company

20· ·and not a gas sales company, you would buy no upstream

21· ·services; correct?

22· · · · A.· ·Well, so, there's two ways to manage imbalances

23· ·on the system.· And I'm not an expert, so if you want to

24· ·get into details, you can ask Mr. Schwarzenbach.

25· · · · · · ·But ultimately the gas has to be balanced
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·1· ·somehow.· So, if there were only transportation customers

·2· ·on the system, you'd have two options.

·3· · · · · · ·One would be to go out and purchase those

·4· ·services.· The other would be to physically control the

·5· ·amount of gas that they're using.· So, to monitor their

·6· ·usage and when they're short, you call them up and say,

·7· ·you need to go out and buy more gas.

·8· · · · · · ·And if they kept burning, you actually

·9· ·physically reduce the amount of gas that they use.

10· · · · · · ·So, Questar Gas hasn't actually gone out and

11· ·tried to figure out what we would do in that situation,

12· ·but those would be the two options available at least

13· ·from my understanding.

14· · · · Q.· ·Just so you understand, and I can raise this

15· ·with Mr. Schwarzenbach, but are you familiar with the

16· ·data response that he made to OCS 3.10 when he was asked,

17· ·if you had only transportation customers, would you buy

18· ·upstream services and he said there would be no need

19· ·but we might have more restrictions?

20· · · · · · ·Does that sound about right?

21· · · · A.· ·I believe I read that data request.

22· · · · Q.· ·Okay.· So, assuming Mr. Schwarzenbach is

23· ·correct, you wouldn't buy these services if you only had

24· ·transportation, but there may be other restrictions you'd

25· ·have to deal with; right?
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·1· · · · A.· ·Correct.

·2· · · · Q.· ·Is it a fair statement to say that

·3· ·transportation customers have never asked you to go buy

·4· ·upstream balancing services or transportation or other

·5· ·services on their behalf?

·6· · · · A.· ·Yes.· But they have used them.

·7· · · · Q.· ·So, this case, then, in your mind turns on use,

·8· ·not on your traditional cost incurrence, cost causation

·9· ·type allocation of cost; is that a fair statement?

10· · · · A.· ·Well my rate is based on typical pipeline rate

11· ·design principles.· So, I think it is cost based.

12· ·We're proposing to charge transportation customers for

13· ·the cost that they would be paying if they were going out

14· ·on Questar Pipeline and using the same services.

15· · · · Q.· ·Which they've never asked for?

16· · · · A.· ·Correct.

17· · · · Q.· ·So, and again, no incremental costs.

18· · · · · · ·And normally, in regulatory proceedings,

19· ·we're allocating cost based on who causes the cost

20· ·to be incurred; correct?

21· · · · A.· ·Well, there would be incremental costs.· In a

22· ·lot of cases when Questar Gas uses its contracts either

23· ·at the basin or on the transportation contract, you've

24· ·got fuel.· You've got injection/withdrawal costs.· Those

25· ·are actually incremental costs that are being paid
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·1· ·because of those imbalances.

·2· · · · Q.· ·Well, we can talk about that later, but in

·3· ·terms of you buying the services, you've testified you

·4· ·would buy all of the same services regardless of

·5· ·transportation costs?

·6· · · · A.· ·Correct.

·7· · · · Q.· ·So, we're addressing this from a slightly

·8· ·different perspective than we're used to in this

·9· ·Commission; right?· We're talking about the value or the

10· ·use of services never asked for but provided by the

11· ·utility.· Is that a fair statement?

12· · · · A.· ·Well, in my view the value and the cost are the

13· ·same.· I mean, we've got someone using services.· And

14· ·what I've tried to do is attribute the cost of those

15· ·services to that customer to reimburse the sales

16· ·customers for the services that the transportation

17· ·customer is using.

18· · · · · · ·MR. DODGE:· And we'll go into that in a minute.

19· ·I'm going to ask the Commission if I might have an

20· ·indulgence.· I think because this is an issue that we

21· ·don't deal with very often before the Commission, I'd

22· ·like to apply my very poor artistic talents and do a

23· ·little graph on a chart with the chairman's permission --

24· · · · · · ·CHAIRMAN LAVAR:· Yes.

25· · · · · · ·MR. DODGE:· -- and then ask Mr. Mendenhall a
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·1· ·few questions about it.· And subject to your direction,

·2· ·Mr. Chairman, I would think that maybe right here would

·3· ·be the least ...

·4· · · · · · ·MS. CLARK:· If you could move it a tiny bit

·5· ·back so Mr. Schwarzenbach and I could see as well.

·6· · · · · · ·MR. DODGE:· Okay.· Does that work for

·7· ·everybody?

·8· · · · · · ·(No verbal response)

·9· ·BY MR. DODGE:

10· · · · Q.· ·I think it's important for us all to understand

11· ·what we're talking about, Mr. Mendenhall.· I'm just going

12· ·to draw a very simplistic drawing of the Questar

13· ·Pipeline, Questar Gas system and talk about the services

14· ·we're discussing?

15· · · · · · ·And I'm going to start up here and I'm going to

16· ·simplify your system dramatically and say that there are

17· ·three groups of customers; transportation customer one,

18· ·transportation customer two, and Questar Gas; okay?

19· · · · · · ·Each of those secures gas in the field, and I

20· ·won't draw the upstream gas coming in, but they, each of

21· ·them then nominates a volume of gas in the Questar

22· ·Pipeline; correct?

23· · · · A.· ·Correct.

24· · · · Q.· ·And over here I'm going to draw Clay Basin just

25· ·to represent your storage rights.
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·1· · · · A.· ·Correct.

·2· · · · Q.· ·Then Questar Pipeline delivers the gas

·3· ·delivered to it and Questar Gas Company; correct?

·4· · · · A.· ·Correct.

·5· · · · Q.· ·And then Questar Gas Company delivers the gas

·6· ·delivered to it down to the actual burner tips for

·7· ·customers T-1, T-2, and here there are 900,000; right --

·8· · · · A.· ·Right.

·9· · · · Q.· ·-- to the QGC sales customer.· Sorry.· I don't

10· ·write very well.· Okay.· Now, I'm going to make up some

11· ·numbers to kind of illustrate the next question I wanted

12· ·to ask you.· Let's assume on a given day that -- and I'm

13· ·going to make up units that make no sense but there are

14· ·easy to deal with.

15· · · · · · ·Let's assume on a given day Questar Gas Company

16· ·nominates 100 units of gas and transportation customer

17· ·one nominates 15 and two nominates 35 for a collective

18· ·nomination into the Questar Pipeline system for delivery

19· ·to Questar Gas of 150 units; okay?

20· · · · A.· ·Okay.

21· · · · Q.· ·Let's assume that all that gas shows up and

22· ·there are no restrictions down the pipeline, so it all

23· ·shows up at the city gates; okay?

24· · · · · · ·On any given day, what these customers burn

25· ·is going to be different from that every day; right?
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·1· · · · A.· ·That's right.

·2· · · · Q.· ·And let's pretend for this purpose that

·3· ·transportation customer one burns only 13 of the 15 that

·4· ·it nominated meaning there's a surplus in the system of

·5· ·two, a two-unit over delivery or imbalance; right?

·6· · · · A.· ·Right.

·7· · · · Q.· ·And I'm going to round, but that's roughly a

·8· ·13 percent over delivery for that particular customer.

·9· ·T-2, let's say it delivers 34 or it burns 34 of the 35

10· ·that it nominated leaving a one unit -- or, excuse me,

11· ·a one-unit over delivery which is roughly three percent.

12· · · · · · ·Let's say the Questar Gas customers

13· ·collectively burn 93 of the hundred units leaving a

14· ·seven.· On this day we're saying everyone was over

15· ·delivering.· We all used less than we expected to use.

16· ·So, it's a plus seven over delivery which again is

17· ·roughly 70 percent for Questar Gas.

18· · · · · · ·As I understand it, what you're telling us is

19· ·that because Questar Pipeline -- excuse me, Questar Gas

20· ·Company has bought services on Questar Pipeline in the

21· ·form of no-notice service, firm transportation, and

22· ·storage, because of that -- I forgot to add -- these add

23· ·up over here to 140; okay?

24· · · · A.· ·Okay.

25· · · · Q.· ·Meaning there's a plus ten delivery.· There's a
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·1· ·ten-unit imbalance; right?

·2· · · · A.· ·Right.

·3· · · · Q.· ·And as I understand what you've explained,

·4· ·because you have no notice, you collect all ten of these.

·5· ·You take all ten of these, not just the seven that

·6· ·Questar Gas burned but all ten and you subtract it.

·7· · · · · · ·There's an automatic after-the-fact subtraction

·8· ·from Questar's nominations meaning that its nominations

·9· ·are adjusted to 90 and those ten are considered deposited

10· ·into Clay Basin.

11· · · · A.· ·I believe that is correct.

12· · · · Q.· ·So, what you're saying is you've actually not

13· ·only cured the imbalance of Questar Gas Company's

14· ·GS customers but the three-unit over delivery of the

15· ·transportation customers so that now, getting them to

16· ·this point, there is a balance in the system; right?

17· · · · A.· ·With a balance of ten?

18· · · · Q.· ·Yeah.· Now that you've subtracted ten out and

19· ·your nomination's gone to 90, now this is in balance

20· ·in total?

21· · · · A.· ·Correct.

22· · · · Q.· ·Now, it's important I think to understand,

23· ·we're not talking about who paid for this gas or who's

24· ·going to ultimately use it; right?· There's ten

25· ·dekatherms, whatever you want to use.· There's ten units
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·1· ·of gas that got delivered to the system --

·2· · · · A.· ·Right.

·3· · · · Q.· ·-- that didn't get burned.

·4· · · · A.· ·Right.

·5· · · · Q.· ·And someone paid for it.· And you've put them

·6· ·here into Clay Basin at least through this automatic

·7· ·after-the-fact adjustment.

·8· · · · · · ·But we're not talking about the value of the

·9· ·gas; right?· In other words, these customers all still,

10· ·including Questar, have to deal with the gas they paid

11· ·for and didn't use through a monthly commodity --

12· · · · A.· ·Right.

13· · · · Q.· ·-- balance?

14· · · · A.· ·So, by the end of the month, all of that gas

15· ·would be paid back, the two on the one and the one on the

16· ·other and it would all be trued up to zero.

17· · · · · · ·What we're talking about is the upstream

18· ·services that are being used.

19· · · · Q.· ·Right.· This guy's job would be sometime during

20· ·the month to under deliver one unit if this was the

21· ·only --

22· · · · A.· ·Right.

23· · · · Q.· ·-- imbalance it had so that by the end of the

24· ·month, it's at least within a five percent tolerance

25· ·on Questar Gas and on Questar Pipeline; right?
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·1· · · · A.· ·Correct.

·2· · · · Q.· ·That needs to be run.· But what we're talking

·3· ·about is not that, not the value of the gas or the

·4· ·monthly commodity balancing but rather the pressure

·5· ·issue, right, of who's delivering what and keeping these

·6· ·in balance; right?

·7· · · · A.· ·Right.

·8· · · · Q.· ·Okay.· Now, I'm going to come back to that but

·9· ·I'll sit back down for just a moment and come back to it

10· ·in a minute with some more questions.

11· · · · · · ·You've indicated that in your view, and you

12· ·said it here on the stand as well as in your testimony,

13· ·that in this case, that the value of these services that

14· ·we've just described, this daily balancing of deliveries

15· ·and burn, if you will, is the same as its cost; right?

16· · · · A.· ·Correct.

17· · · · Q.· ·Isn't it a fair statement that that is in fact

18· ·true as to the GS customers?· In other words, for a GS

19· ·customer, you've decided, and I don't think anyone's

20· ·challenged it, your GS customers won't tolerate any kind

21· ·of interruption or imbalance or pressure problems or

22· ·whatever.· And so, they're willing to pay for these

23· ·expensive services.

24· · · · · · ·And they are somewhat expensive, right, the

25· ·upstream services, so that they don't have to worry about
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·1· ·it and Questar Gas doesn't have to worry about balancing

·2· ·on a daily basis.

·3· · · · · · ·You've paid to eliminate that problem; right?

·4· · · · A.· ·So, you need those services to take care of

·5· ·all three of those imbalances on that given day.

·6· · · · Q.· ·Well, let's talk about that in a minute,

·7· ·but have you ever done any analysis on this docket

·8· ·on what the value of those services might be to a

·9· ·transportation customer?

10· · · · A.· ·I have not.

11· · · · Q.· ·Isn't it critical if your theory is this is not

12· ·cost incurrence but use or fairness or value, isn't it

13· ·critical that you know what is it worth to these

14· ·customers to have you do this for them than to look at

15· ·what the value is to your Questar Gas customers to have

16· ·you do it for them?

17· · · · A.· ·To me, I'm using the services that is general

18· ·sales or all the sales customers have paid for, and so

19· ·I'm saying, because you use those services, you need to

20· ·pay for the cost of those services.

21· · · · Q.· ·Well, what if they don't want them or need

22· ·them?

23· · · · A.· ·Well, then I guess they could go out and find

24· ·some other way to manage their balances.

25· · · · Q.· ·But you're not allowing them to, are you,
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·1· ·by your proposal?

·2· · · · A.· ·No.

·3· · · · Q.· ·And let's talk about why that is.

·4· ·Theoretically, Questar Gas could say, look, we're only

·5· ·out of balance seven.· Let's just go up here and subtract

·6· ·seven, adjust our nomination, put just seven, our

·7· ·customers' gas in here and will let's these guys

·8· ·flounder.· Theoretically you could do that; right?

·9· · · · A.· ·I guess, yeah.

10· · · · Q.· ·Practically, why you can't do that because you

11· ·don't meter these guys on a realtime basis, so you don't

12· ·have a clue what they're burning as it's happening;

13· ·right?

14· · · · A.· ·We get their usage once a day.· So, we need

15· ·those services to keep things in balance.

16· · · · Q.· ·But you don't know until after the fact whether

17· ·this is seven or some different number; right?

18· · · · A.· ·Correct.

19· · · · Q.· ·In fact, the way you figure it out is you take

20· ·the total burn and subtract out these that are metered

21· ·and say the rest is your GS customers; right?

22· · · · A.· ·Yeah.· In fact, we don't know the imbalances

23· ·on any of those three customers.

24· · · · Q.· ·Exactly.· So, because you don't know realtime

25· ·data for your QGC customers, your GS customers, you end
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·1· ·up doing this adjustment that eliminates the entire

·2· ·imbalance.

·3· · · · · · ·If you could do that, if you could cut off

·4· ·Questar Gas and say, you guys are on your own, did this

·5· ·guy need your services that day?

·6· · · · A.· ·To be -- well, Questar Gas has no imbalance

·7· ·on their system.· So, yes.

·8· · · · Q.· ·You're talking about Questar Pipeline.

·9· ·These are upstream Questar Pipeline charges you're trying

10· ·to collect.

11· · · · A.· ·Correct.

12· · · · Q.· ·And so, did this guy need your services on

13· ·Questar Pipeline this day when he is within --

14· · · · · · ·Well, let's step back.· Questar Pipeline allows

15· ·a five percent tolerance on a daily basis; right?

16· · · · A.· ·For sales customers it does not because

17· ·everything is remedied through no-notice sales and for

18· ·transportation storage.

19· · · · Q.· ·I'm talking about for transportation customers.

20· · · · · · ·They're allowed a five percent daily tolerance

21· ·on the Questar Pipeline; right?

22· · · · A.· ·Okay.

23· · · · Q.· ·And so, to deal with this part of the system,

24· ·the Questar Pipeline upstream services you're talking

25· ·about, this person didn't need that service that day.
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·1· · · · · · ·Now, this person -- because he's within five

·2· ·percent.· And Questar pipelines is like Questar Gas's

·3· ·current tariff.· They only impose the five percent when

·4· ·they need to, right, when there are pressure and

·5· ·reliability and other system constraints, that's when

·6· ·they impose the five percent; right?

·7· · · · A.· ·But they still would need some kind of remedy

·8· ·because they cannot carry a three percent imbalance

·9· ·on the Questar Gas system.

10· · · · Q.· ·Well, let's leave Questar Gas out --

11· · · · A.· ·If you're saying Questar Pipeline's going to

12· ·take care of that for them for free, then I guess that's

13· ·your argument.

14· · · · Q.· ·I'm saying right now you're talking about

15· ·Questar Pipeline services that you say we're using.

16· ·So, right now I'm focused on the Questar Pipeline system

17· ·and the services they provide that you say that these

18· ·customers are using.

19· · · · · · ·I'm saying, under my scenario, if this were

20· ·possible that Questar Gas only dealt with its own sales

21· ·customers, this customer wouldn't need help dealing with

22· ·a Questar Pipeline imbalance that day.

23· · · · A.· ·If Questar Pipeline could carry them with a

24· ·five percent, then that's correct.

25· · · · Q.· ·Unless they issued an OFO.
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·1· · · · A.· ·Correct.

·2· · · · Q.· ·And on a daily basis, there's a five percent

·3· ·tolerance only in force when Questar Pipeline concludes

·4· ·there's a supply issue that they have to restrict them

·5· ·burning; right?· In other words, the five percent is

·6· ·there but it isn't enforced any more than yours has been

·7· ·on a daily basis; right?

·8· · · · A.· ·Sure.

·9· · · · Q.· ·This customer's 13 percent out.· It might need

10· ·it depending on whether Questar Pipeline that day said

11· ·you've got to live within your tolerance or you've got

12· ·to live to a zero tolerance or whatever Questar Pipeline

13· ·might order in an OFO; right?

14· · · · A.· ·Correct.

15· · · · Q.· ·But absent that, this customer wouldn't even

16· ·need the upstream services to deal with Questar Pipeline

17· ·as long as they worked it off by the end of the month

18· ·for the commodity purpose; right?

19· · · · A.· ·No.· In that given instance on that given day,

20· ·they would be using those services.

21· · · · Q.· ·No.· I'm saying, if all you did was adjust the

22· ·seven that the GS customers used in the Clay Basin

23· ·leaving these guys with their imbalances, Questar

24· ·Pipeline would deal with them individually somehow

25· ·on the five percent tolerance; right?· But if they didn't
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·1· ·impose it, neither one would have to make any adjustments

·2· ·that day?

·3· · · · A.· ·I guess I'm not following you.

·4· · · · · · ·Are you saying they're now under 13 percent

·5· ·out of balance?

·6· · · · Q.· ·I'm saying, these guys are 13 percent out of

·7· ·balance.· Plus their pipeline has a five percent

·8· ·tolerance for its transportation customers.· They have

·9· ·therefore an out-of-tolerance imbalance that they may

10· ·have to deal with if Questar Pipeline tells them you've

11· ·got to limit yourself to five percent or zero percent

12· ·because of upstream constraints, they will, they will

13· ·have to.· If they don't -- with huge penalties if they

14· ·don't; right?· If they don't tell them that, this

15· ·actually would carry into a monthly commodity?

16· · · · A.· ·No, that's not right.· On that given day,

17· ·Questar Gas would end up using their no-notice

18· ·transportation storage services to remedy that imbalance

19· ·because this is on a daily basis.· So, on a daily basis

20· ·Questar Gas has to be in balance.

21· · · · Q.· ·With the five percent tolerance for

22· ·transportation customers.

23· · · · A.· ·Each customer is 13 percent out of balance.

24· ·So, I guess I'm not understanding how 13 percent and

25· ·five percent magically, you know, equal.
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·1· · · · Q.· ·I'm just saying the five percent on Questar

·2· ·Pipeline is like your current five percent tariff.· And

·3· ·that is, it's enforced when it needs to be, not every

·4· ·day.· And you would have a five percent -- or these T-1

·5· ·and T-2 customers would have the benefit of this five

·6· ·percent imbalance if Questar Gas Company left them to

·7· ·their own devices instead of using their Questar Pipeline

·8· ·upstream services to serve them.

·9· · · · · · ·Do you disagree with that?

10· · · · A.· ·I still think -- Questar Gas has to -- it

11· ·balances every single day.· And so, I guess the way the

12· ·system's set up, those transportation customers aren't

13· ·left to their own devices with Questar Pipeline.· They

14· ·rely on the operator Questar Gas to bring them into

15· ·perfect balance every day.

16· · · · Q.· ·That's because you've chosen that for them.

17· ·You've forced that upon them, not because they need it.

18· ·If they could balance with Questar Pipeline within the

19· ·five percent, they wouldn't need those services;

20· ·would they?

21· · · · A.· ·Well, T-1 would because it's 13 percent out of

22· ·balance.· So they need the services on that given day.

23· · · · Q.· ·For the delta above five percent?

24· · · · A.· ·Correct.

25· · · · Q.· ·Okay.· But they would have a five percent
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·1· ·imbalance tolerance there; right?

·2· · · · · · ·So, when you say this is the value to them,

·3· ·isn't -- to understand the value to the TS customer,

·4· ·not to your GS customers, the value of these services

·5· ·to a TS customer, doesn't it depend upon their next

·6· ·acceptable least cost alternative?

·7· · · · · · ·In other words, if you didn't do this for them,

·8· ·what would they do?· And if they had a five percent

·9· ·tolerance and then had to deal with potential

10· ·restrictions above the five percent, what if that's

11· ·a less costly and a more acceptable approach for TS

12· ·customers?· Are you giving them that option?

13· · · · A.· ·No.

14· · · · Q.· ·And are you familiar that some pipeline -- some

15· ·LVCs actually do give that option to their transportation

16· ·customers?· They give them an interruptible balancing

17· ·service, they give them a firm balancing service.

18· · · · · · ·They offer services and different things to

19· ·allow them to decide what level of intolerance they're

20· ·willing to live with?

21· · · · A.· ·I'm not familiar with what other LVCs are

22· ·doing.

23· · · · Q.· ·So, in your view, even though this is not a

24· ·typical incremental cost incurrence allocation but a use

25· ·and a fairness type of an adjustment or a value
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·1· ·adjustment, you don't think it's important to evaluate

·2· ·what this is worth to the very customers you're claiming

·3· ·to benefit?

·4· · · · A.· ·No, because what you're talking about here is a

·5· ·hypothetical situation.· What really happens is Questar

·6· ·Gas as the operator takes care of all of the balances

·7· ·for all of the customers.· That's the way it works.

·8· · · · · · ·And so, because it takes care of all the

·9· ·balances and because it has a no-notice upstream and

10· ·storage services, there is no five percent imbalance

11· ·on the system.

12· · · · · · ·So, it's great that hypothetically we --

13· ·if they were left to their own devices, the pipeline

14· ·would give them five percent.

15· · · · · · ·Well, what happens in actuality is those sales

16· ·customers would end up paying for that additional five

17· ·percent because there is no five percent wiggle room with

18· ·these services.· The services take care of all the

19· ·imbalances.

20· · · · Q.· ·And that's because you've chosen to do it that

21· ·way?

22· · · · A.· ·I don't know if that's because I have chosen to

23· ·do that way or if that's the way the tariff's written

24· ·or -- I actually don't know why it's done that way.

25· ·That may be a question for Mr. Schwarzenbach.· I'm not
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·1· ·that familiar with the gas supply area.

·2· · · · Q.· ·You indicated that you do this as a balancing

·3· ·service you're offering, but nowhere in your tariff does

·4· ·it suggest you're offering a balance service to the

·5· ·customers; right?

·6· · · · A.· ·No.· But in my tariff is the Division question

·7· ·either in Section 5.01, I am allowed to receive

·8· ·compensation for the upstream services that I provide.

·9· · · · Q.· ·Let's talk about that tariff.· That tariff is

10· ·addressing any program or penalties or payments that

11· ·Questar Pipline imposes on you because of imbalances

12· ·or other problems your customers cause; is it not?

13· · · · A.· ·That's not the way I read it.

14· · · · Q.· ·That's not how you read it?

15· · · · A.· ·No.

16· · · · Q.· ·Well, let's read it again.

17· · · · A.· ·Okay.

18· · · · Q.· ·That was in Section 5.01.

19· · · · A.· ·Yeah, under the fees, costs, and charges

20· ·section.

21· · · · Q.· ·"In the event the company incurs fees, charges

22· · · · or costs as a result of transportation by an

23· · · · upstream pipeline, the company will provide a

24· · · · statement of those charges or costs."

25· · · · · · ·That doesn't sound to you like if you incur a
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·1· ·cost on Questar Pipeline that you can pass it on by

·2· ·sending the statements and here's what we just bought

·3· ·on Questar Pipeline for your behalf or the penalty we

·4· ·just paid on your behalf for Questar Pipeline?

·5· · · · A.· ·I think it sounds like that, but I also think

·6· ·any time you're using services that have a cost,

·7· ·I should be able to be reimbursed for them.

·8· · · · · · ·MS. CLARK:· If I may interject, Mr. Dodge has

·9· ·paraphrased I think the section that Mr. Mendenhall read

10· ·into the record earlier.

11· · · · · · ·And for clarity purposes, I'd like him to do so

12· ·again so we're all speaking about the same words.

13· ·BY MR. DODGE:

14· · · · Q.· ·Well, yeah, you can read if you'd like to.

15· · · · A.· ·Do you want me to read it?· I'll read it.

16· · · · Q.· ·I don't care.

17· · · · A.· ·"In the event that the company incurs fees,

18· · · · charges or costs as a result of the transportation

19· · · · of a customer's gas to the company's distribution

20· · · · system by an upstream pipeline, the company will

21· · · · provide a statement of such charges or costs.· The

22· · · · customer will reimburse the company for all fees,

23· · · · charges or costs associated with such

24· · · · transportation."

25· · · · Q.· ·And you've provided those statements, have you,
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·1· ·regularly over the last 25 years?

·2· · · · A.· ·No, we've not.· So, that's what the purpose

·3· ·of this proceeding is is to begin charging for those.

·4· · · · Q.· ·And so, if you read that statute that way,

·5· ·the company's been negligent in not -- in passing those

·6· ·costs on in the past and sending statements; right?

·7· · · · · · ·MS. CLARK:· I'm going to object to the

·8· ·argumentation in the question.

·9· · · · · · ·CHAIRMAN LAVAR:· Any comment to the objection?

10· · · · · · ·MR. DODGE:· No.· I'll withdraw it.

11· · · · · · ·CHAIRMAN LAVAR:· Okay.

12· · · · · · ·THE WITNESS:· Can I answer that question?

13· · · · · · ·MR. DODGE:· You better ask your attorney to

14· ·withdraw the objection.

15· · · · · · ·MS. CLARK:· I withdraw my objection.

16· · · · · · ·THE WITNESS:· One of the main reasons why we

17· ·have proposed this charge has come about from the last

18· ·couple of years.· I have not been that familiar with how

19· ·this works.· I didn't even really understand how

20· ·nominations work.

21· · · · · · ·But over the past couple of years, we've had

22· ·a couple of supply curtailments and it's been my

23· ·department's responsibility to assess those fees for the

24· ·penalties incurred on those supply curtailments.

25· · · · · · ·And as I began to look at the data, I realized
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·1· ·that the customers really were not nominating on a daily

·2· ·basis and they were carrying large imbalances every day

·3· ·which led me to realize that they really are using these

·4· ·services.· And I thought all along they were within close

·5· ·range every day and they weren't using these services.

·6· · · · · · ·And so, to answer your question as to why

·7· ·we haven't done anything in the last 20 years, I didn't

·8· ·realize that it was this big of a problem until a year or

·9· ·two ago.· We've been talking about this for the last two

10· ·years.· And so, when it came to my attention that this

11· ·was as egregious as it was, that's the point where we

12· ·decided we needed to start doing something to charge

13· ·them for these services that they're using.

14· ·BY MR. DODGE:

15· · · · Q.· ·So the answer to my question is, yes, you were

16· ·negligent in not recognizing that earlier?

17· · · · A.· ·I'd say ignorant.· Not negligent.

18· · · · Q.· ·Okay.· I'll go with ignorant.· This section

19· ·that you relied on talks about transportation of a

20· ·customer's gas.

21· · · · A.· ·Right.

22· · · · Q.· ·It doesn't talk about storage.· It doesn't talk

23· ·about no notice.

24· · · · A.· ·Correct.

25· · · · Q.· ·So, if you're only relying on that, only the
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·1· ·component for transportation ought to go into your

·2· ·charge; right?

·3· · · · A.· ·Well, the Commission has approved other

·4· ·imbalance charges.· For example, the MT class that

·5· ·includes upstream, no notice, and storage.

·6· · · · Q.· ·I understand that.· I'm saying, if this is what

·7· ·you're relying upon, it doesn't talk about storage or no

·8· ·notice services?

·9· · · · A.· ·I am taking this a step further I guess.

10· · · · Q.· ·Mr. Mendenhall, isn't charging -- back up.

11· · · · · · ·The charge you're proposing to charge to

12· ·transportation customers, for every single dekatherm

13· ·of imbalance, not in excess of the five percent but every

14· ·single dekatherm of imbalance that they incur over the

15· ·month netted, all transportation customers collectively,

16· ·is the exact same rate that you're GS customers pay for

17· ·this on a 100 percent load factor basis; correct?

18· · · · A.· ·It's a volumetric rate.

19· · · · Q.· ·It's a volume -- you've converted what is a

20· ·demand or a charge, a fixed charge per unit to a 100

21· ·percent load factor volumetric rate for the

22· ·transportation; right?

23· · · · A.· ·Correct.

24· · · · Q.· ·And you've come up with other means of doing

25· ·that, but you're basically saying, we're going to charge
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·1· ·our transportation customers the exact same charge we're

·2· ·charging our GS customers when converted to a 100 percent

·3· ·load factor volumetric rate?

·4· · · · A.· ·Well, I'm charging the volumetric version.

·5· ·I wouldn't say I'm charging them the same amount because

·6· ·my charge assesses I think five and a half percent of the

·7· ·no-notice cost of the transportation customers and four

·8· ·and a half percent of the storage costs.

·9· · · · · · ·So, I think if you were to compare how much

10· ·they're using versus how much I'm assessing them,

11· ·I'm being very fair.

12· · · · Q.· ·No.· I mean on a per-year basis.· It's the

13· ·exact same per-unit charge you're charging your

14· ·GS customers assuming 100 percent load factor?

15· · · · A.· ·Correct, which they never reach.

16· · · · Q.· ·So, if that's the case -- I mean, isn't this,

17· ·Mr. Mendenhall, like the company renting for its or

18· ·buying for its GS customers a Ferrari, picking up a TS

19· ·customer and transporting it when there's room and then

20· ·saying pay us the lease value of a Ferrari even if the

21· ·transportation customers would have said, I would have

22· ·been happy to walk, take my bike or ride a UGO, but

23· ·you're charging me the -- without being asked.

24· · · · · · ·You didn't ask us if he wanted these services.

25· ·You don't give us another option.· We might have other
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·1· ·options that would be acceptable to us, but you're saying

·2· ·pay the Ferrari rate.

·3· · · · · · ·Don't you think that's a fair analogy?

·4· · · · A.· ·I think a better analogy is more like a bus

·5· ·pass where I'm paying a demand charge for the month and

·6· ·someone wants to use my buss pass for the day and so I

·7· ·let them use my bus pass.· And I say, well, if I take the

·8· ·value of my bus pass and divide it by 30, you're going to

·9· ·pay me for the day's worth of use.

10· · · · Q.· ·Well, what if they say, we don't want to take

11· ·the bus.· We'll walk, thank you?

12· · · · A.· ·That's the beauty of my opinion charge is they

13· ·have that option.· They can keep the nomination in

14· ·balance every day and they never have to pay to ride the

15· ·bus.

16· · · · Q.· ·Someone pays for it because you charge -- and

17· ·we'll get into this in a minute and make sure this is

18· ·understood.· You say you've given them a five percent

19· ·tolerance.· That's not true in terms of calculating the

20· ·amount, the 1.7 million you want to collect from

21· ·transportation customers.· That is basing it on every

22· ·single net dekatherm net imbalance over the year, the

23· ·test period; correct?

24· · · · · · ·A hundred percent.· Not over five percent.

25· · · · A.· ·I'm netting all of the transportation customers
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·1· ·together for --

·2· · · · Q.· ·You're netting them?

·3· · · · A.· ·Yes.

·4· · · · Q.· ·And their net imbalance every day from zero to

·5· ·whatever is what you add up and charge them on and that's

·6· ·how you got the 1.7 million?

·7· · · · A.· ·You mean the net imbalance outside of the five

·8· ·percent?

·9· · · · Q.· ·No.· I'm saying all of them.

10· · · · A.· ·You're talking about when I calculate the rate?

11· · · · Q.· ·When you calculate the revenue requirement that

12· ·you're now going to try and collect from transportation

13· ·customers, you don't give them a five percent tolerance.

14· · · · · · ·You charge them for every dekatherm of

15· ·imbalance over the entire test period?

16· · · · A.· ·That's exactly right because, as I mentioned

17· ·earlier, Questar Gas balances to zero every day.

18· · · · Q.· ·By choice?

19· · · · A.· ·I don't know if it's by choice.

20· · · · Q.· ·For its transportation customers.

21· · · · A.· ·You can ask Mr. Schwarzenback what it is.

22· ·But I don't know why but probably for operational

23· ·reasons.

24· · · · Q.· ·Don't you think there's a big hole in this

25· ·record if there's been no demonstration of what the value
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·1· ·to the transportation customers is for this service by

·2· ·comparing it to what another option might be for them

·3· ·if you chose not to provide this service that they've

·4· ·never asked for?

·5· · · · A.· ·Well, I don't know if I'm required to provide

·6· ·every possible analysis.· I mean, if the other parties

·7· ·thought that was a good methodology or analysis to use,

·8· ·they've had eight months to provide it on the record.

·9· · · · · · ·The proposal that I have I believe is fair.

10· ·I believe it charges them accurately for the costs that

11· ·they use, and I don't feel like I'm being, you know,

12· ·I'm overreaching, especially when you compare it to the

13· ·MT rate that's currently approved.

14· · · · · · ·I think it's a just and reasonable rate.

15· ·I think it's fair.· And customers don't have to pay it

16· ·if they keep their nominations in line.

17· · · · Q.· ·Someone has to pay it.· One of the

18· ·transportation -- even if there's only one that goes

19· ·out of balance, they'll pay the entire charge; right?

20· · · · · · ·You're saying the 1.7 million is collected

21· ·regardless of who pays for it.

22· · · · A.· ·Well, actually, if they all keep their

23· ·nominations in balance over time, that 1.7 million will

24· ·decrease over time.· It will get smaller and smaller.

25· · · · Q.· ·I understand.
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·1· · · · A.· ·In a perfect world, if they were all in

·2· ·balance, the charge wold be de minimis.

·3· · · · Q.· ·You say the record's been open.· Several people

·4· ·have said, including the Division at one point, you

·5· ·haven't provided enough information to calculate

·6· ·a fair charge.· Don't you think that's a legitimate

·7· ·response, too?

·8· · · · A.· ·I think that was filed in direct testimony.

·9· ·And I believe now with all of the evidence on the record,

10· ·there is enough charge.

11· · · · · · ·Ultimately, that will be up to the Commission

12· ·to decide whether there's enough evidence on the record.

13· · · · Q.· ·You understand that the Company has the burden

14· ·of proof of establishing your charge; do you not?

15· · · · A.· ·Yes.· And I believe we've met that burden.

16· · · · Q.· ·Even without any evidence of what the value

17· ·to the customers that you're claiming to benefit is?

18· · · · A.· ·Yes.

19· · · · Q.· ·Let's talk now just a little bit about your

20· ·formula that leads to your rate because I think it's

21· ·important for the Commission to understand that as well.

22· · · · · · ·First I'm going to ask some questions.

23· · · · · · ·Is the goal here to be punitive to

24· ·transportation customers?

25· · · · A.· ·No.
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·1· · · · Q.· ·Is it to discourage transportation and

·2· ·encourage people to move back to sales service?

·3· · · · A.· ·No.

·4· · · · Q.· ·Is it to be the most restrictive LDC in the

·5· ·country in terms of daily imbalance requirements for

·6· ·transportation customers?

·7· · · · A.· ·No.

·8· · · · Q.· ·Is it because you think it's a fair way to

·9· ·allocate charges?

10· · · · A.· ·It's because it's the -- first of all, I think

11· ·transportation customers should pay for what they use.

12· ·And a lot of the rate design was taken from feedback

13· ·we got from working groups.

14· · · · Q.· ·I'm going to -- if we're going to go into

15· ·confidential settlement discussions and the feedback,

16· ·that's fine, but understand you're going there.

17· · · · · · ·You also got feedback, we don't approve of this

18· ·charge at all and we thought there ought to be a five

19· ·percent tolerance before you started charging;

20· ·did we not?

21· · · · · · ·MS. CLARK:· I'd like to object as well.

22· ·I don't believe Mr. Mendenhall is referring to

23· ·confidential settlement discussions.

24· · · · · · ·MR. DODGE:· Well, I think he has.· He said that

25· ·was the feedback.
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·1· · · · · · ·MS. CLARK:· I would like him to clarify that.

·2· · · · · · ·THE WITNESS:· The feedback I'm talking about is

·3· ·we had three working groups in the beginning of 2014.

·4· ·BY MR. DODGE:

·5· · · · Q.· ·And those weren't confidential settlement

·6· ·discussions notwithstanding the fact that your company

·7· ·said that at the beginning I think of each one --

·8· · · · A.· ·No.· They weren't confidential.

·9· · · · Q.· ·Okay.· Then I can cross-examine you about them.

10· · · · A.· ·Absolutely.· Let's talk about them.

11· · · · Q.· ·Okay.· Did the customers not say they did not

12· ·believe it was fair for you to impose, to calculate your

13· ·charge based on every dekatherm of imbalance because the

14· ·customers have a five percent intolerance --

15· · · · A.· ·I --

16· · · · Q.· ·-- on the pipeline?

17· · · · A.· ·I don't remember them telling me that.

18· · · · Q.· ·You don't remember that?

19· · · · A.· ·No, I don't.· I remember them telling me that

20· ·they would like a five percent tolerance when the charge

21· ·is assessed because they felt like that was fair and

22· ·that would give the customers an option to keep their

23· ·imbalances in line.· But I do not remember this

24· ·discussion of a five percent on the calculation.

25· · · · Q.· ·Who is it, the primary person who told you
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·1· ·that five percent ought to be there?

·2· · · · A.· ·I believe it was you.

·3· · · · Q.· ·It was me.· And I also argued you shouldn't

·4· ·charge on the first five percent at all.

·5· · · · A.· ·Well, then maybe we were talking past each

·6· ·other because all I heard was the five percent

·7· ·assessment.· I never heard the five percent charge.

·8· · · · · · ·MR. DODGE:· Let's talk just a minute, and with

·9· ·your indulgence, I'd like to do a slightly different

10· ·chart.· May I?

11· · · · · · ·CHAIRMAN LAVAR:· Yes.· I will interject even

12· ·in the absence of a motion with concerns of the relevance

13· ·of what took place in workgroup meetings before the

14· ·filing in this docket.

15· ·BY MR. DODGE:

16· · · · Q.· ·And I agree with that, Mr. Chairman.· I won't

17· ·go there again.· I thought they were confidential and I

18· ·wouldn't have gone there, but the witness did and I felt

19· ·like it was important to at least not to leave the

20· ·impression people agreed with his charge.

21· ·So, I won't go there again.

22· · · · · · ·I'm going to ask you to kind of verify what I

23· ·understand to be your formula in your record; okay?

24· · · · A.· ·Okay.

25· · · · Q.· ·As I understand it, there are three primary
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·1· ·components.· One is a volumetric rate.· And then you

·2· ·multiply that by -- this is what I'm talking about.

·3· ·There is no five percent.· 100 percent of the net

·4· ·transportation customer imbalances; right?

·5· · · · A.· ·Correct.

·6· · · · Q.· ·The net here is not net of sales customers

·7· ·imbalances but only the transportation customers

·8· ·aggregated together; right?

·9· · · · A.· ·Correct.

10· · · · Q.· ·And this is component two.· And then you divide

11· ·that by the total transportation customer imbalances

12· ·over the test period; correct?

13· · · · A.· ·Well, the total transportation customers

14· ·outside of five percent.

15· · · · Q.· ·So, this is where the five percent comes in

16· ·in your denominator, but in the rate part where you're

17· ·deciding the 101.7 million, you use a hundred percent

18· ·of the --

19· · · · A.· ·Correct.

20· · · · Q.· ·-- data for the imbalances?

21· · · · · · ·And so, your approach is -- this would be QGC.

22· ·You're turning those into numbers.· And I'm going to use

23· ·just part of it, is roughly, you calculate a rate of 52

24· ·cents per dekatherm; right?

25· · · · · · ·And again, there are more -- it goes out
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·1· ·further in your calculation.· I will abbreviate.· And you

·2· ·calculated roughly 3.3 million dekatherms --

·3· · · · A.· ·Yes.

·4· · · · Q.· ·-- of total imbalances and then you divide that

·5· ·by roughly 9.1 million.· This is a dollar.· Those are

·6· ·dekatherms; right?· 9.1 million.· And that produces

·7· ·both a revenue requirement and a rate.

·8· · · · · · ·And for Questar Pipeline, in your testimony,

·9· ·those numbers are 1.7 million and a rate of 19 cents;

10· ·right?

11· · · · A.· ·Correct.

12· · · · Q.· ·Again, rounding.· Let's talk for a minute about

13· ·the formula.· One major area of disagreement between

14· ·you and Mr. Higgins is that he believes this number,

15· ·this number two shouldn't be 100 percent of the net

16· ·transportation customer imbalances over the test period

17· ·but rather everything in excess of five percent like

18· ·you've done in the denominator; right?

19· · · · A.· ·Correct.

20· · · · Q.· ·That assumption alone accounts for more than

21· ·half of your revenue requirement rate; does it not?

22· · · · A.· ·Right.

23· · · · Q.· ·So, I'll just put this down.· UAE's

24· ·adjustment -- the one adjustment -- and this isn't

25· ·necessarily in order in the fee proposed -- is to change
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·1· ·this number right here from 3.3 million.

·2· · · · · · ·So, item number two goes to, in his

·3· ·calculation, $790,000.· Excuse me.· Goes to 1.5 million.

·4· ·So, that number becomes 1.5 because, again, half of the

·5· ·imbalances are in that first five percent producing a

·6· ·revenue requirement of $790,000 and a rate with this

·7· ·adjustment alone of eight cents.

·8· · · · A.· ·Right.

·9· · · · Q.· ·Do you accept that?

10· · · · A.· ·Yes.

11· · · · Q.· ·He proposed a second adjustment to this same

12· ·number because some days when transportation customers

13· ·are long, sales customers are short and vice versa;

14· ·correct?

15· · · · A.· ·Correct.

16· · · · Q.· ·And in real life, when Questar does this

17· ·calculation to even up the nominations, what was

18· ·delivered into the system with what's burned, it nets

19· ·those.· It's the ten net.

20· · · · · · ·So, if this had gone the opposite way, if this

21· ·had been a minus seven and this had been a plus three,

22· ·you would have just offset it by four; correct?

23· · · · A.· ·Say that again.

24· · · · Q.· ·Let's assume for a minute that instead of

25· ·Questar Gas over delivering, on this day let's pretend
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·1· ·there was a negative seven, they burned more gas than

·2· ·Questar Gas nominated for its sales customer.· There's a

·3· ·minus seven, a plus one, a plus two.

·4· · · · · · ·It would end up with a minus four net,

·5· ·and that's the number that would go back as an adjustment

·6· ·into Clay Basin; right?

·7· · · · A.· ·Right.

·8· · · · Q.· ·So, his second calculation is that if you

·9· ·change this number again, this 3.3, item number two,

10· ·if you adjust it in addition to that 1.5, if you add to

11· ·that the imbalances offset when they offset each other,

12· ·then his number dropped to 1.3 million dekatherms and his

13· ·revenue requirement again for both of these adjustments

14· ·together is $692,000 and the rate is seven seconds.

15· · · · · · ·Do you accept those calculations or those

16· ·numbers from Mr. Higgins' testimony?

17· · · · A.· ·Yes.

18· · · · Q.· ·So, if one were to conclude that it's fair

19· ·to transportation customers to recognize a five percent

20· ·intolerance on Questar Gas and Questar Pipeline and only

21· ·charge above that, that rate would drop more than in

22· ·half?

23· · · · A.· ·Correct.

24· · · · Q.· ·If you also decide it's fair to recognize the

25· ·reality that sales and transportation customers offset
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·1· ·each other, it would drop to .07 cents; right?

·2· · · · A.· ·Correct.

·3· · · · Q.· ·And then just to finish it, Mr. Higgins' third

·4· ·adjustment was to this number, the volumetric rate,

·5· ·52 cents; right?· Instead of 52 -- so, this is item

·6· ·number three of the formula.

·7· · · · · · ·Instead of 52 cents which is made up of no

·8· ·notice, transportation -- no-notice transportation,

·9· ·firm transportation and storage, he said he didn't

10· ·believe the transportation component belongs; right?

11· · · · A.· ·That's right.

12· · · · Q.· ·Transportation customers do pay for their own

13· ·transportation when they deliver gas, when they deliver,

14· ·nominate these and deliver.

15· · · · · · ·They pay for transportation, do they not?

16· · · · A.· ·Yes.· And when they have an imbalance, they use

17· ·Questar Gas's transportation contract to bring excess gas

18· ·or to absorb the over delivery.

19· · · · Q.· ·And they still have to pay for their imbalances

20· ·to Questar Pipeline because if they're over, they've got

21· ·to work that off by the end of the month or suffer a

22· ·sale; right?· So, if they're over, they still have to

23· ·work that out.· They will pay every dekatherm that they

24· ·burn to Questar Pipeline on the transportation system?

25· · · · A.· ·To Questar Pipeline or Questar Gas?
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·1· · · · Q.· ·For Questar Pipeline transportation.

·2· · · · · · ·We're talking about the Questar Pipeline

·3· ·services.

·4· · · · A.· ·Right.

·5· · · · Q.· ·They will pay for every dekatherm they transfer

·6· ·including working off these imbalances; right?

·7· · · · A.· ·You've kind of lost me there but --

·8· · · · Q.· ·If on the next day the transportation customer

·9· ·says, wow, I've got a 13 percent --

10· · · · A.· ·You're talking about the commodity?

11· · · · Q.· ·Yes.

12· · · · A.· ·Yes.

13· · · · Q.· ·If ye says the next day, I've got to over

14· ·deliver or under deliver today by 13 percent, by two

15· ·units to work that off, he will pay for the extra two

16· ·he delivers; right?

17· · · · A.· ·Correct.

18· · · · Q.· ·So, they're not getting away without paying

19· ·for transportation.· You're saying, in addition to the

20· ·transportation they pay for every dekatherm they burn,

21· ·they should pay a portion of the GS customer's

22· ·transportation cost based on this automatic Clay Basin

23· ·adjustment that adjust noms and burn and usage?

24· · · · A.· ·Yes, because you need that transportation

25· ·contract to make that possible.
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·1· · · · Q.· ·I understand your argument.· Mr. Higgins said

·2· ·he doesn't believe that component, the transportation or

·3· ·the fuel gas reimbursement that goes with it belongs.

·4· ·And that reduces his -- that alone without the other two,

·5· ·these two are combined for this number but that alone

·6· ·reduces it, the value, to 847,000 here.

·7· · · · · · ·MS. CLARK:· If I may interject an objection.

·8· ·And I hate to do it.· I want to let the record be as full

·9· ·and as clear as it can be.

10· · · · · · ·I am concerned, however, that Mr. Dodge is

11· ·offering testimony and also attempting to make his case

12· ·through a cross-examination rather than his own witness.

13· · · · · · ·And I would object on that basis to this whole

14· ·line of questioning.

15· · · · · · ·MR. DODGE:· Well, if I may respond.

16· · · · · · ·CHAIRMAN LAVAR:· You can respond, yes.

17· · · · · · ·MR. DODGE:· I think it's appropriate for this

18· ·Commission to understand the differences.· He tried to go

19· ·through the differences and explain them.

20· · · · · · ·I'm trying to cross-examine him on it.· I think

21· ·it's completely appropriate.· This is all in the record.

22· ·It can be derived from the record.· It's not as laid out

23· ·as simply as it is here.

24· · · · · · ·CHAIRMAN LAVAR:· I think there's some merit

25· ·to the objection with respect to cross-examining
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·1· ·Mr. Mendenhall on his testimony.

·2· · · · · · ·However, to the extent that Mr. Mendenhall has

·3· ·addressed these issues in rebuttal and surrebuttal,

·4· ·I think I'm going to allow the questioning to continue.

·5· · · · · · ·MR. DODGE:· I'm almost done.

·6· · · · · · ·CHAIRMAN LAVAR:· Okay.

·7· ·BY MR. DODGE:

·8· · · · Q.· ·I just want the Commission and everyone to

·9· ·understand the components because what Mr. Mendenhall

10· ·said, he's went through each of these adjustments and

11· ·said it reduces it to just 20 percent I think was his

12· ·testimony or --

13· · · · A.· ·Yeah.

14· · · · Q.· ·-- something like that of his charge.

15· ·I'm showing the components to get to that 20 percent

16· ·and show that one assumption alone drives half of it.

17· · · · · · ·Other assumptions also drive half.· These two

18· ·assumptions alone drive half of the difference between

19· ·the rates.· I think that's, you know, something the

20· ·Commission ought to understand.

21· · · · · · ·And then just now what you did testify to, that

22· ·if you take -- and I'm sorry I'm such a bad -- I'm so bad

23· ·at drawing on these.

24· · · · · · ·If you take UAE one through three, all three

25· ·of them, that's the number you referenced where he gets
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·1· ·to down to a $337,000 revenue requirement and a charge

·2· ·of 3.6 cents; right?

·3· · · · A.· ·Correct.

·4· · · · Q.· ·So, this assumption, these two assumptions that

·5· ·you make about not giving any tolerance when calculating

·6· ·the rate and including the transportation cost in the

·7· ·calculation, each of those drives basically half of the

·8· ·charge you're now proposing to charge transportation

·9· ·customers; correct?

10· · · · A.· ·Correct.

11· · · · Q.· ·Let's talk for a minute about your no-notice

12· ·service.· What components go into no notice?

13· · · · A.· ·I believe there is a system demand charge,

14· ·but to make sure the record's correct, why don't we turn

15· ·to my direct testimony.· We can look at the table there.

16· · · · Q.· ·And let me clarify.· I'm not asking about the

17· ·charge.

18· · · · A.· ·Oh.

19· · · · Q.· ·I'm saying, what comes with no-notice service?

20· · · · A.· ·So, basically -- I don't need this.· I'll move

21· ·it back over here.· Basically, no notice is what we call

22· ·a fifth cycle nomination.

23· · · · · · ·So, as we were talking, you mentioned that we

24· ·don't know what the imbalance is until the end day of the

25· ·day for the sales and the transportation customers.

http://www.litigationservices.com


Page 73
·1· · · · · · ·And so, at the end day of the when it's all

·2· ·said and done, the no notice allows us to -- allows an

·3· ·adjustment to be made to take into account any imbalances

·4· ·that we had on our transportation contract and then the

·5· ·difference goes into Clay Basin.

·6· · · · Q.· ·Do you know what cost components go into

·7· ·Questar Pipeline's determination of its no-notice charge?

·8· · · · A.· ·Maybe I'll let you tell me because I'm guessing

·9· ·you do.

10· · · · Q.· ·Well, I'm hoping you do.

11· · · · A.· ·I'm trying -- I mean, I think there's a demand

12· ·component.· I can tell you the history of it.· I believe

13· ·back in the '90s you had Order 636 come out where the

14· ·Federal Energy Regulatory Commission ordered pipelines

15· ·to offer this balancing service or a larger suite of

16· ·balancing services to large customers like utilities,

17· ·electric generation customers.

18· · · · · · ·And so, at that time the amount of no notice

19· ·was determined that would be available to Questar Gas,

20· ·and it was based on Questar Gas's historical experience.

21· ·And I'm not sure, you know, what costs go into that.

22· ·It's just a cost that's, you know, typically taken care

23· ·of in a general rate case.

24· · · · · · ·So, you've got your transportation costs,

25· ·your storage costs, your no-notice cost, and in the 1995
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·1· ·rate case, it was determined, you know, what costs should

·2· ·be apportioned to that service and then that was agreed

·3· ·to by all the parties in settlement, and we've been

·4· ·paying that ever since.

·5· · · · Q.· ·FERC Basically assigns cost; right?

·6· · · · A.· ·Correct.

·7· · · · Q.· ·It's a cost-based thing.· You don't know what

·8· ·bucket of costs go into determining no notice.

·9· · · · · · ·Are there some transportation costs?

10· · · · · · ·Are there some storage costs?

11· · · · A.· ·I honestly don't know.· I don't know what it's

12· ·made up of.

13· · · · Q.· ·But in any event, it's the no notice that

14· ·allows this after-the-fact adjustment --

15· · · · A.· ·Correct.

16· · · · Q.· ·-- to reconcile burn with delivery; right?

17· · · · A.· ·Correct.

18· · · · · · ·MR. DODGE:· Changing direction just a little,

19· ·and I'm not too far from being done.

20· · · · · · ·To the Commissioners, I don't know when you

21· ·were hoping to have a break but I'm getting close.

22· · · · · · ·CHAIRMAN LAVAR:· Thank you.

23· ·BY MR. DODGE:

24· · · · Q.· ·Changing direction just a little bit, you were

25· ·asked to identify any utilities you were aware of that
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·1· ·impose some kind of daily balancing restriction on their

·2· ·transportation customers; right?

·3· · · · A.· ·In a data request?

·4· · · · Q.· ·In a data request.· And the company came back

·5· ·with three that you've identified.

·6· · · · · · ·Have you reviewed the tariffs of those three?

·7· · · · A.· ·Not recently.· I think I briefly looked over

·8· ·them when we answered the data request.

·9· · · · Q.· ·Is it consistent with your memory that the

10· ·Southwest Gas -- and I do have them and we can go through

11· ·them if you'd like.· Tell me if this is consistent with

12· ·your memory, that the Southwest Gas which was the only

13· ·utility in the western part of the United States that you

14· ·identified.

15· · · · A.· ·Right.

16· · · · Q.· ·It's in Las Vegas.· It's in Nevada; right?

17· · · · A.· ·Right.

18· · · · Q.· ·The Southwest gas allows a 25 percent daily

19· ·intolerance?

20· · · · A.· ·I believe that's right.· I don't know all the

21· ·specifics of it but I think in general that's how it

22· ·operates.

23· · · · Q.· ·And if someone goes over that, they charge if

24· ·there are incremental upstream charges imposed on them;

25· ·correct?
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·1· · · · A.· ·That I don't remember but I will agree.

·2· ·Subject to check, that's correct.

·3· · · · Q.· ·You also identified Vectren in Ohio.

·4· · · · · · ·Is it consistent with your memory that they

·5· ·have a 15 percent daily tolerance and any excess above

·6· ·15 percent is cashed out on a commodity basis?

·7· · · · A.· ·That I don't remember but I will agree subject

·8· ·to check.

·9· · · · Q.· ·And then, lastly, you identified Baltimore Gas

10· ·and Electric in Maryland.

11· · · · · · ·And is it consistent with your memory that they

12· ·have a daily balancing fee that they charge to suppliers

13· ·for the total of gas delivered by a given supplier into

14· ·the system?

15· · · · A.· ·I think that's correct, yes.

16· · · · Q.· ·Did you review those tariffs enough to know

17· ·that all three of those allow agent-level aggregation

18· ·for nomination and imbalance purposes?

19· · · · A.· ·No, I did not.

20· · · · Q.· ·Would it surprise you that every utility

21· ·identified by both by you and by the Office's witness

22· ·allow agent-level aggregation at least in some form

23· ·for imbalance purposes?

24· · · · A.· ·I don't know if it would surprise me or not

25· ·but I trust what you're saying.
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·1· · · · Q.· ·If that were the case, wouldn't your proposal

·2· ·not make you the most restrictive daily imbalance utility

·3· ·in the country that we know of at least?

·4· · · · A.· ·Well, I think you have to look at out proposal

·5· ·in terms of all the other tariff provisions that these

·6· ·utilities have.· Clearly, we have explained or expressed

·7· ·concern over having customers nominate on a daily basis

·8· ·and Mr. Schwarzenbach talked about that.

·9· · · · · · ·And I don't know if the other utilities have

10· ·policies in place that allow or that help mitigate the

11· ·operational concerns that we have.· And so, that allows

12· ·the aggregation of the rate to be effective.· So, I guess

13· ·I can't speak to that because I don't know the whole

14· ·package of policies that they have in place.

15· · · · · · ·But the purpose of our rate was to try and

16· ·incent customers to change their behavior.· And whether

17· ·that works or not I guess is to be seen, but that was

18· ·the hope.

19· · · · Q.· ·Mr. Mendenhall, going back briefly to this

20· ·illustration, the reality is, you have 300 instead of

21· ·two transportation customers; right?

22· · · · A.· ·Correct.

23· · · · Q.· ·But if we drew 300 lines here and added them

24· ·all up to these exact same numbers, the adjustment here

25· ·would be the same?
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·1· · · · A.· ·Correct.

·2· · · · Q.· ·So, the use of the no-notice service is not

·3· ·effective whether it's done at an agent aggregated level

·4· ·or done at an individual customer level; right?

·5· · · · A.· ·Correct.

·6· · · · · · ·MR. DODGE:· You testified -- may I approach?

·7· · · · · · ·CHAIRMAN LAVAR:· Yes.

·8· ·BY MR. DODGE:

·9· · · · Q.· ·Here's a cross-examination exhibit.

10· · · · · · ·You testified that nobody had essentially

11· ·fleshed out a proposal for allowing agent-level

12· ·aggregation for these imbalance charges.· And I'm going

13· ·to ask you if you read testimony proposing that your

14· ·agency agreement be adjusted to allow for this.

15· · · · · · ·Did you see testimony in the record to that

16· ·effect?

17· · · · A.· ·Could you remind me of who may have written

18· ·that testimony?

19· · · · Q.· ·Yeah.· We can find it and give you the specific

20· ·cite.· You don't recall reading it?

21· · · · A.· ·I may have.· I couldn't tell you right now who

22· ·wrote it and where it was though.

23· · · · · · ·(UAE Cross Exhibit 1 marked)

24· ·BY MR. DODGE:

25· · · · Q.· ·I'd like to mark this as cross-examination
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·1· ·Exhibit UA 1 and ask you if you recognize it?

·2· · · · A.· ·I don't -- well, I recognize it.· It's the

·3· ·customer agency assignment agreement, but I would not say

·4· ·that I'm familiar with this document.

·5· · · · Q.· ·And attached to it is what's called a QuestLine

·6· ·access agreement.

·7· · · · · · ·Would you accept subject to check that if I'm

·8· ·a transportation customer and I choose to have an agent

·9· ·do anything on my behalf, I have to sign this document?

10· · · · A.· ·Yes.

11· · · · Q.· ·And the QuestLine agreement with it?

12· · · · A.· ·Yes.

13· · · · Q.· ·In that document, paragraph one identifies the

14· ·agent.· Paragraph two says the customer will be bound by

15· ·what the agent does.· Paragraph three says --

16· · · · A.· ·I'm sorry.· Are we looking at the --

17· · · · Q.· ·The first page.

18· · · · A.· ·-- the front page?

19· · · · Q.· ·The first page.

20· · · · A.· ·Okay.

21· · · · Q.· ·Paragraph three says the customer will provide

22· ·the access code to QuestLine?

23· · · · · · ·MS. CLARK:· I'm going to object to this entire

24· ·line of questioning.· The witness has testified that he's

25· ·not familiar with this agreement.· And we're kind of
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·1· ·racing through it.· He's not had an opportunity to

·2· ·review it.· He did not testify that he's participated

·3· ·in its preparation or had any contact with it before

·4· ·today.

·5· · · · · · ·MR. DODGE:· I'm responding to his testimony

·6· ·that there's no proposal in this docket that fleshes out

·7· ·how an aggregation work.· And I'm responding, yes, there

·8· ·is and it's this agency agreement that is referenced.

·9· · · · · · ·MS. CLARK:· I would request a citation to the

10· ·record on that.· I believe he also testified he didn't

11· ·recall specifically.

12· · · · · · ·MR. DODGE:· Then I would request a break if

13· ·we're going to play these games.· I'd request a break

14· ·and let me go find it.

15· · · · · · ·CHAIRMAN LAVAR:· I think this issue does

16· ·warrant a break.· So, why don't we reconvene at 12 --

17· ·before we break, let me just make a comment.· I should

18· ·have thought to say something about this issue earlier.

19· · · · · · ·We stream these proceedings as a courtesy.

20· ·You know, our official record is through the court

21· ·reporter.· We may be disadvantaging anyone who's relying

22· ·on the streaming when you're away from your microphone.

23· · · · · · ·I don't know the extent to which that's an

24· ·issue for anyone, but I just wanted to make that point.

25· · · · · · ·MR. DODGE:· Thank you.
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·1· · · · · · ·CHAIRMAN LAVAR:· And we'll be on break until

·2· ·20 minutes until 11.· Thank you.

·3· · · · · · ·(Recess taken 10:28 a.m. to 10:41 a.m.)

·4· · · · · · ·CHAIRMAN LAVAR:· Okay.· We are back on the

·5· ·record, and we will continue with Mr. Dodge.

·6· ·BY MR. DODGE:

·7· · · · Q.· ·Thank you, Mr. Chairman.

·8· · · · · · ·Mr. Mendenhall, if you're not familiar with the

·9· ·agency agreement, I won't ask you questions about it.

10· · · · A.· ·Okay.

11· · · · Q.· ·But let me ask you, do you not understand how

12· ·the parties are proposing that agent-level aggregation

13· ·would work?

14· · · · A.· ·I'm not -- I guess -- I -- no, I'm not familiar

15· ·with exactly how it works.

16· · · · Q.· ·Do you know that the utility knows when a

17· ·customer signs an agent to nominate on its behalf?

18· · · · A.· ·I would not -- I would refer to

19· ·Mr. Schwarzenbach on that one, too.

20· · · · Q.· ·If that were the case, if it's the case that

21· ·Questar knows when an agent has been designated to

22· ·nominate, would it not be a simple matter for the company

23· ·to aggregate all the customers of that agent, assess the

24· ·penalty based on the aggregated numbers, and then assign

25· ·penalties based upon either pro rata or how they are
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·1· ·instructed by the agent?

·2· · · · A.· ·Once again, I'm not familiar enough with that

·3· ·to answer.· I'd refer to Mr. Schwarzenbach.

·4· · · · Q.· ·Mr. Mendenhall, you propose that this charge

·5· ·be adjusted each six months within the pass-through

·6· ·filings; is that right?

·7· · · · A.· ·Correct.

·8· · · · Q.· ·Currently, transportation customers don't

·9· ·participate in 191 pass-through filings typically because

10· ·they don't buy gas services.

11· · · · A.· ·Correct.

12· · · · Q.· ·Do you understand that?

13· · · · A.· ·Yes.

14· · · · Q.· ·So, you understand that would become burdensome

15· ·on those customers to have to now start participating in

16· ·those documents if they felt the need to analyze the

17· ·calculation of the imbalance penalty?

18· · · · A.· ·Well, I think it's a good proposal because,

19· ·first of all, I would assume that some of these customers

20· ·would reduce their balances and by filing twice a year

21· ·would give them the opportunity to reduce that rate over

22· ·time.

23· · · · Q.· ·But you do understand it would mean they would

24· ·now have to incur expenses not only in doing daily

25· ·balancing if there's no aggregation or in other words,
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·1· ·hiring someone, using someone to try and stay within the

·2· ·imbalance tolerances every day, but also then participate

·3· ·in pass-through dockets if they care about how that rate

·4· ·is calculated?

·5· · · · A.· ·If they care about how the rate is calculated,

·6· ·they would need to participate, but I think it would

·7· ·end up being a mechanical approach that would just be

·8· ·calculated once every six months.

·9· · · · · · ·So, I guess I don't know why would really need

10· ·to be involved unless they really wanted to be.

11· · · · · · ·MR. DODGE:· Okay.· I have no further questions.

12· ·Thank you.

13· · · · · · ·CHAIRMAN LAVAR:· Mr. Cook?

14· · · · · · ·MR. COOK:· I have no additional questions,

15· ·Your Honor.

16· · · · · · ·CHAIRMAN LAVAR:· Mr. Williams?

17· · · · · · ·MR. WILLIAMS:· No questions.

18· · · · · · ·CHAIRMAN LAVAR:· Redirect?

19· · · · · · · · · · ·REDIRECT EXAMINATION

20· ·BY MS. CLARK:

21· · · · Q.· ·Yes.· Thank you.

22· · · · · · ·Mr. Mendenhall, some of what I want to do on

23· ·redirect is clarify.· Very, very early in your testimony

24· ·you used the terms "packing" and "drafting."· And I'd

25· ·like the record to clearly reflect what those terms mean.
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·1· · · · · · ·Can you define those for us?

·2· · · · A.· ·Sure.· So, packing would be when a customer

·3· ·delivers too much gas onto the system.· Drafting would be

·4· ·when they deliver not enough and so they are using gas

·5· ·from the system.

·6· · · · Q.· ·Thank you.· Mr. Dodge asked you a number of

·7· ·questions about the value of these services to TS

·8· ·customers and whether they had requested the use of these

·9· ·services or wanted to use them.

10· · · · · · ·With that in my mind, what is the company's

11· ·option if TS customers in this hypothetical Mr. Dodge

12· ·created were able to say "no thank you," what would the

13· ·company's remedy be if a customer were out of balance?

14· · · · A.· ·Well, first of all, this is hypothetical.

15· ·So, let me explain what really happens and then I'll

16· ·answer your question.

17· · · · · · ·So, what really happens is, for purposes of

18· ·balancing, Questar Pipeline treats all the transportation

19· ·customers as if they are the first through the meter

20· ·at Questar Gas meaning they are always in balance.

21· · · · · · ·So any imbalances that occur, in the case of

22· ·his example, the plus two or the plus one would

23· ·automatically go to the no-notice balancing upstream

24· ·transportation and storage accounts, and along with the

25· ·sales customers, those imbalances would be remedied using
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·1· ·that.· So, really, we make the argument of, you know,

·2· ·there's a five percent tolerance.

·3· · · · · · ·But if a five percent tolerance were allowed

·4· ·in the calculation of this rate, what would end up

·5· ·happening is Questar Pipeline would continue to do their

·6· ·operational balancing and that first five percent would

·7· ·be applied to no-notice transportation and storage and

·8· ·that five percent would be paid for by sales customers.

·9· ·The transportation customers would never have to pay for

10· ·it.· So that subsidy would continue.

11· · · · · · ·To answer your question, what would happen

12· ·if they were left to their own devices.· Well, as I

13· ·mentioned earlier, you've got to balance the system.

14· ·So, you've got a couple options available to you.

15· · · · · · ·One is to physically control the amount of gas

16· ·on the system.· The other is to come up with balancing

17· ·services on Questar Gas and charge them for that.

18· · · · · · ·I don't think either one of those solutions

19· ·would be as good as what we're proposing here.· I think

20· ·the imbalancing services assessed on gas would be more

21· ·expensive and I think no one would want to be subject to,

22· ·you know, operational, physical gas control if their gas

23· ·didn't showup.· So.

24· · · · Q.· ·And when you say operational physical gas,

25· ·you're talking about shutting them off; aren't you?
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·1· · · · A.· ·Yes.· Or making them go out and buy more, yes.

·2· · · · Q.· ·Okay.· Were you involved in -- well, strike

·3· ·that.· You testified, didn't you, that some of these

·4· ·customers have chosen in recent events not to shut off

·5· ·even when directed to do so; did you not?

·6· · · · A.· ·That might have been Mr. Schwarzenbach.

·7· · · · Q.· ·Was that Schwarzenbach?

·8· · · · A.· ·That's my memory as well, yes.

·9· · · · Q.· ·Were you familiar with that circumstance?

10· · · · A.· ·Yes.

11· · · · Q.· ·And what kinds of transportation customers

12· ·did you understand chose not to shut off?

13· · · · A.· ·Yes.· Well, I'm --

14· · · · · · ·MR. DODGE:· I'm going to object to this.

15· ·It's not within the scope of the cross.

16· · · · · · ·MS. CLARK:· I believe it is within the scope

17· ·of the cross.· Mr. Dodge has ably made the argument that

18· ·transportation customers don't want or need these

19· ·services, and this goes to directly to --

20· · · · · · ·Though, perhaps no one's written a letter

21· ·saying please give them to me, they absolutely use them.

22· ·And when directed to shut off, the evidence shows they've

23· ·chosen not to and been express in their refusal to do so.

24· ·And I'd like to explore that.

25· · · · · · ·CHAIRMAN LAVAR:· I think I'll allow that
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·1· ·questioning.

·2· · · · · · ·MR. DODGE:· I would respectfully request the

·3· ·ability to re-cross, then, on this issue.

·4· · · · · · ·CHAIRMAN LAVAR:· Absolutely.

·5· · · · · · ·MR. DODGE:· Can I do that?

·6· · · · · · ·CHAIRMAN LAVAR:· Yes.

·7· · · · · · ·THE WITNESS:· So, to answer your question,

·8· ·it mostly would be hotels, schools, grocery stores,

·9· ·businesses that, you know, that are using gas for space

10· ·heat.· And obviously if you're a business that has the

11· ·public in your business and it's cold outside, you're not

12· ·going to be able to just shut down and turn off the gas.

13· ·BY MS. CLARK:

14· · · · Q.· ·Thank you.· If you will indulge me for just a

15· ·moment.· Mr. Dodge asked you some questions about the

16· ·tariff section that the Division -- that was reflected

17· ·in Division Cross Exhibit-1.· I'd like to turn your

18· ·attention there briefly.· And I believe there was

19· ·discussion about what services were included, whether

20· ·it was just transportation service.

21· · · · · · ·What I'd like you to do is reiterate the

22· ·services that are included in your charge and then I

23· ·want to ask a couple of questions about those.

24· · · · A.· ·Okay.· So, it would be the upstream

25· ·transportation, the no-notice, and the storage cost.
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·1· · · · Q.· ·Is no notice a transportation service?

·2· · · · A.· ·No.

·3· · · · Q.· ·Okay.

·4· · · · A.· ·Well, it's no-notice transportation, but you

·5· ·need the underlying transportation contract for no notice

·6· ·to work.· It can't work on its own.

·7· · · · Q.· ·Is the same true for storage costs?

·8· · · · A.· ·Well, storage costs probably could work without

·9· ·no notice or -- but yeah.· No notice needs a

10· ·transportation contract.· It doesn't necessarily need

11· ·storage.

12· · · · Q.· ·I want to talk -- if you'll indulge me for a

13· ·moment, I'd like to go to the other demonstrative chart

14· ·over there.· We talked at length about the differences

15· ·between some of the intervenors' proposals and the

16· ·company's proposal.· And I want to focus your attention

17· ·for a moment on what has got the parenthetical number two

18· ·next to it --

19· · · · A.· ·Okay.

20· · · · Q.· ·-- where it says 100 percent net of TC

21· ·imbalance.· I want you to clarify what that means when

22· ·you say your net in customers, what do you mean?

23· · · · A.· ·So, what I've done is I've taken for the test

24· ·period all of the transportation customer balances and

25· ·I have aggregated them together, netted them together,
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·1· ·treated them as one group of volumes, if you will, and

·2· ·then taken that overall imbalance, multiplied it by the

·3· ·what I deem to be the cost per dekatherm of the services

·4· ·they used and then I've used that to calculate the total

·5· ·cost we need to collect.

·6· · · · Q.· ·So, let me give you a hypothetical as well.

·7· ·If customer one was packing or over delivering ten

·8· ·dekatherms and transportation customer number two were

·9· ·under delivering by ten dekatherms, those out-of-balance

10· ·dekatherms would be netted in this step --

11· · · · A.· ·Yes.

12· · · · Q.· ·-- and their dekatherm charge would not be

13· ·included in your numerator; is that correct?

14· · · · A.· ·That is correct.

15· · · · Q.· ·Okay.· Can you explain why you wouldn't net

16· ·both the numerator and the denominator as the UAE has

17· ·suggested?

18· · · · A.· ·Why I wouldn't put -- do a five percent --

19· ·Oh.· You're talking about netting the rate?

20· · · · Q.· ·Netting the customers also in the denominator.

21· ·I'm trying to remember which of those steps in the chart

22· ·it was.

23· · · · A.· ·Yeah.· Well, so, the reason -- well, you could.

24· ·The reason why I chose to assess it at the customer level

25· ·was, one, it would give the customer a price signal.
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·1· · · · · · ·Also, by dividing it by the total -- the

·2· ·individual transportation customer imbalance, you

·3· ·actually get a bigger denominator and your rate's

·4· ·actually lower.

·5· · · · · · ·MS. CLARK:· Okay.· I don't have any other

·6· ·questions.

·7· · · · · · ·CHAIRMAN LAVAR:· Mr. Olsen, any cross?

·8· · · · · · ·MR. OLSEN:· No cross.

·9· · · · · · ·CHAIRMAN LAVAR:· Ms. Schmid?

10· · · · · · ·MS. SCHMID:· None.

11· · · · · · ·CHAIRMAN LAVAR:· Mr. Dodge?

12· · · · · · · · · · ·RECROSS-EXAMINATION

13· ·BY MR. DODGE:

14· · · · Q.· ·Just very briefly.· The issue you addressed,

15· ·hotels, schools, grocery stores and others not shutting

16· ·off when told to, that was addressed in the stipulation

17· ·in the last docket; was it not?· A customer that fails

18· ·to interrupt when instructed to?

19· · · · A.· ·Remind me which docket that was.

20· · · · Q.· ·I don't remember the name, the number.· The one

21· ·that you filed last year asking --

22· · · · A.· ·Oh, the general rate case or the --

23· · · · Q.· ·No.

24· · · · A.· ·The pooling?

25· · · · Q.· ·The pooling filed.· In other words, through
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·1· ·that docket and prior to the general rate case, the

·2· ·tariff provides pretty stiff penalties if a customer

·3· ·fails to interrupt when instructed including being kicked

·4· ·off the transportation tariff; is that not correct?

·5· · · · A.· ·If they're interruptible.

·6· · · · Q.· ·Yes.· For an interruptible customer.

·7· · · · A.· ·Correct.· But I think most of those customers

·8· ·are firm.

·9· · · · Q.· ·The schools and the like?

10· · · · A.· ·Yes.

11· · · · Q.· ·So, have you ever considered maybe tailoring

12· ·the service to those who say we want to burn regardless

13· ·and those who say, we're big boys and we can handle our

14· ·own imbalances?

15· · · · A.· ·No, I haven't.

16· · · · · · ·MR. DODGE:· No further questions.

17· · · · · · ·CHAIRMAN LAVAR:· Mr. Cook?

18· · · · · · ·MR. COOK:· No.

19· · · · · · ·CHAIRMAN LAVAR:· Mr. Williams?

20· · · · · · ·MR. WILLIAMS:· No.

21· · · · · · ·CHAIRMAN LAVAR:· Okay.· Thank you,

22· ·Mr. Mendenhall.

23· · · · · · ·(Brief break)

24· · · · · · ·CHAIRMAN LAVAR:· Oh, I'm sorry.· Questions from

25· ·the commissioners.· Stay on the stand for a moment
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·1· ·longer.· I'm sorry.· It's important.· Yes.

·2· · · · · · ·Commissioner White?· Sorry.

·3· · · · · · · · · · · · ·EXAMINATION

·4· ·BY COMMISSIONER WHITE:

·5· · · · Q.· ·Thanks.· Just a couple.· A clarifying question.

·6· ·One, this is probably self-evident to the folks who do

·7· ·this every day and this may be a question for

·8· ·Mr. Schwarzenbach, but with respect to the tolerance

·9· ·determination, I understand there's different cycles of

10· ·nomination.· Would it be applied to one of the four?

11· · · · · · ·Is it a final daily cycle nomination?

12· · · · A.· ·It would be for the full day.

13· · · · Q.· ·The full day.· So you just --

14· · · · A.· ·Well, when you're talking about five percent,

15· ·are you talking about the commodity imbalance that

16· ·Mr. Dodge was talking about or the daily charge I'm

17· ·talking about?

18· · · · Q.· ·Yeah, the daily charge.

19· · · · A.· ·Yeah.· It would be daily.

20· · · · Q.· ·Okay.· So --

21· · · · A.· ·For the whole -- for the entire day, we would

22· ·look at how much they use versus how much they nominated,

23· ·give them five percent tolerance and then whatever is

24· ·outside of that, that's what they get assessed and

25· ·charged on.
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·1· · · · Q.· ·Okay.· Thank you.· The second question is,

·2· ·I've heard reference in various testimony and live

·3· ·testimony with respect to customers versus contracts.

·4· · · · · · ·Is there a distinction between the two or,

·5· ·I mean, actually there's 300 customers.

·6· · · · · · ·Are those contracts?

·7· · · · A.· ·Each customer would have a contract and then

·8· ·some customers, to confuse things even more, would have

·9· ·an agent that they would, you know, have do their

10· ·nominations for them.

11· · · · · · ·But for Questar Gas purposes, every individual

12· ·customer has a contract.· So, you could probably use

13· ·those terms interchangeably.· Mr. Schwarzenbach may

14· ·correct me on that when he gets up here, but as far as

15· ·I know, that's how far it works.

16· · · · Q.· ·And so, the proposed charge would potentially

17· ·be applied per contract?

18· · · · A.· ·Yes, or for per customer, right.· Yeah.

19· ·Exactly.

20· · · · · · ·COMMISSIONER WHITE:· Thank you.· I have nothing

21· ·else.

22· · · · · · ·CHAIRMAN LAVAR:· Commissioner Clark?

23· · · · · · · · · · · · ·EXAMINATION

24· ·BY COMMISSIONER CLARK:

25· · · · Q.· ·Thank you.· Mr. Mendenhall, just a question
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·1· ·or two about metering.· And again, if these are more

·2· ·appropriate for Mr. Schwarzenbach, just let me know.

·3· · · · A.· ·Sure.

·4· · · · Q.· ·What types of data does a transportation

·5· ·customer obtain from its on-site meter?

·6· · · · A.· ·So, a customer receives once a day through a

·7· ·program called Pipe Viewer.· And I believe it's an online

·8· ·program.· Once again, Mr. Schwarzenbach's more familiar

·9· ·with it.· But every --

10· · · · · · ·So, between eight and ten a.m. every day,

11· ·they receive their usage for the prior day.· So, gas days

12· ·are on a eight a.m. to eight a.m. cycle, and so they

13· ·would receive the usage on an hourly basis for that

14· ·prior day between eight and ten a.m. every day.

15· · · · Q.· ·And realtime, speaking of the meter, if a

16· ·customer wanted to observe the meter and try to base

17· ·nominations on that information, would that --

18· · · · · · ·What information do they lack, if any,

19· ·from what the meter will tell them?

20· · · · A.· ·So, the only data they would lack I guess,

21· ·they have to get their -- I'm going to give you high

22· ·level, and then if anyone -- you want to ask any detailed

23· ·questions.· They have to make their nominations at a

24· ·certain time of the day for the next day.

25· · · · · · ·And so, to the extent that, you know, there's
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·1· ·a gap between when they receive that daily data and when

·2· ·they're making their nomination, that's where the

·3· ·realtime data would fill that gap, you know.

·4· · · · · · ·So, it might be a few hours.· It might be

·5· ·depending on when they are making their nomination --

·6· ·and I'm not an expert, but that's really what the

·7· ·realtime data would do.

·8· · · · · · ·So, what it does, basically, is you got two

·9· ·options.· You can go out and look at your meter or if you

10· ·want to be a little more sophisticated and pay the money,

11· ·you put two wires, it's called pulse data, onto your

12· ·meter and those wires run into your building and,

13· ·basically, every time a dekatherm clicks, it, you know,

14· ·monitors that.

15· · · · · · ·And so, you could look at it at any time of the

16· ·day and see, okay, from eight a.m. to ten a.m., I've used

17· ·this much gas or, you know, I've used this much gas in

18· ·the last hour.· So, it gives you really between twelve

19· ·and 24 hours of more realtime data than what the

20· ·customers are currently getting.

21· · · · Q.· ·Is there any other information that needs to be

22· ·applied later to adjust that physical measure of a

23· ·dekatherm?· Heat content or --

24· · · · A.· ·Probably.· And I'm not sure.· I will defer to

25· ·Mr. Schwarzenbach on what exactly that Pipe Viewer data
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·1· ·gives them.· But, yeah, the meter would probably just

·2· ·give them the cubic feet.

·3· · · · · · ·COMMISSIONER CLARK:· I'll reserve the rest of

·4· ·this for Mr. Schwarzenbach.· Thank you very much.

·5· · · · · · ·THE WITNESS:· Yeah.

·6· · · · · · ·COMMISSIONER CLARK:· That's all I have.

·7· · · · · · · · · · · · ·EXAMINATION

·8· ·BY CHAIRMAN LAVAR:

·9· · · · Q.· ·I just have one more, Mr. Mendenhall.

10· · · · · · ·If you have read Mr. Mierzwa's surrebuttal

11· ·where he suggests a one dekatherm per day minimum

12· ·tolerance for customers using less than ten per day.

13· · · · A.· ·Yes.

14· · · · Q.· ·If you read that, do you have a position

15· ·on that suggestion?

16· · · · A.· ·I don't -- I don't think we could do it.

17· ·I will tell you the way the billing system works,

18· ·it rounds to as many decibels up to six as we want.

19· · · · · · ·So, in my personal opinion, a customer using

20· ·ten dekatherms, you know, could be rounded to a half a

21· ·dekatherm in tolerance imbalance, but if, you know,

22· ·the Commission is more comfortable with giving a

23· ·one-dekatherm floor, if you will, to all the customers,

24· ·I think the Company would be fine with that and could

25· ·do that in the billing system.· So.
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·1· · · · · · ·CHAIRMAN LAVAR:· Thank you.· That's all I have.

·2· · · · · · ·THE WITNESS:· Okay.

·3· · · · · · ·CHAIRMAN LAVAR:· Thank you, Mr. Mendenhall.

·4· · · · · · ·MR. OLSEN:· Commissioner, I guess I'm just

·5· ·puzzled.· I'm sorry.· It's not Mr. Mendenhall.· It has

·6· ·to do with the two what became charts that were created.

·7· · · · · · ·Is there a way that those are going to be

·8· ·in the record?· I mean, can we photograph them?

·9· · · · · · ·CHAIRMAN LAVAR:· Well, we have not at this time

10· ·had a motion to admit them into the record.· If someone

11· ·moved to admit them we would have to figure out the right

12· ·way to do that, but at this point I don't think we have

13· ·a motion to that effect in front of us.

14· · · · · · ·MR. DODGE:· Mr. Chairman, I might indicate,

15· ·I believe they're for illustrative purposes only.

16· ·I don't think they need to be or should be in the record.

17· ·Everything on the charts is in the record.

18· · · · · · ·So, it's for the Commission's convenience.

19· ·And if the Commission would view it convenient, I would

20· ·move that it be admitted not into the record but for the

21· ·Commission's use for illustrative purposes only.

22· · · · · · ·CHAIRMAN LAVAR:· I'm trying to figure out if

23· ·you just made a motion.

24· · · · · · ·MR. DODGE:· Yes.

25· · · · · · ·CHAIRMAN LAVAR:· Yes.· I was trying to figure
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·1· ·out if you just made a motion.· If you did, could you

·2· ·restate your motion?

·3· · · · · · ·MR. DODGE:· Yes.· That the Commission can

·4· ·utilize those.· It's like sending an illustrative exhibit

·5· ·back to the jury.· It's not part of the record but it

·6· ·illustrates a witness's testimony, and so it can be used

·7· ·to help people understand what the record says.

·8· · · · · · ·So, it's not to be part of the record but it

·9· ·could be used by the Commission for illustrative purposes

10· ·if it's useful.

11· · · · · · ·CHAIRMAN LAVAR:· Okay.· And then maybe before

12· ·I get other parties to expand on that motion, I think

13· ·if that motion were granted in practice, the Commission

14· ·would just take an image of those and put them on the

15· ·web site docket even if they weren't admitted because we

16· ·have lots of things, we still put them on the docket --

17· · · · · · ·MR. DODGE:· Just don't say I drew it because

18· ·they're really awful.

19· · · · · · ·CHAIRMAN LAVAR:· Just what?

20· · · · · · ·MR. DODGE:· Don't say that I drew it because

21· ·they really look bad.

22· · · · · · ·CHAIRMAN LAVAR:· So, with that clarification,

23· ·are there any comments on the motion?

24· · · · · · ·MS. CLARK:· Just clarifying.· We're only

25· ·talking about these two charts; is that correct?
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·1· · · · · · ·MR. DODGE:· Correct.

·2· · · · · · ·CHAIRMAN LAVAR:· That's my understanding.

·3· · · · · · ·MS. CLARK:· No.· We have no objection.

·4· · · · · · ·MS. SCHMID:· The Division has no objection.

·5· · · · · · ·MR. OLSEN:· No objection.

·6· · · · · · ·CHAIRMAN LAVAR:· Okay.· Mr. Cook?

·7· · · · · · ·Mr. Williams?

·8· · · · · · ·MR. WILLIAMS:· No.

·9· · · · · · ·MR. COOK:· No.

10· · · · · · ·CHAIRMAN LAVAR:· Okay.· So, the Commission will

11· ·take possession of the charts and will place an image

12· ·of them on the docket.· They're not evidence in this

13· ·proceeding at this point unless someone else moves to

14· ·do so.· Ms. Clark?

15· · · · · · ·MS. CLARK:· The Company would call

16· ·William Schwarzenbach.

17· · · · · · ·CHAIRMAN LAVAR:· Mr. Schwarzenbach, do you

18· ·swear to tell the truth?

19· · · · · · ·THE WITNESS:· Yes.

20· · · · · · ·CHAIRMAN LAVAR:· Thank you.

21· · · · · · · · · · WILLIAM SCHWARZENBACH,

22· · · · · · · ·having first been duly sworn, was

23· · · · · · · ·examined and testified as follows:

24· · · · · · · · · · · DIRECT EXAMINATION

25· ·BY MS. CLARK:
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·1· · · · Q.· ·Would you please state your name and business

·2· ·address and position with the company for the record?

·3· · · · A.· ·William Frederick Schwarzenback, III.

·4· ·My business address is 333 State Street, Salt Lake City,

·5· ·Utah.· And my role is director of gas supply at

·6· ·Questar Gas.

·7· · · · Q.· ·I would like to direct your attention to the

·8· ·testimony you prefiled in this matter, Questar Gas

·9· ·Company Exhibit 2.0R, the rebuttal testimony of William

10· ·F. Schwarzenback with attached Exhibits 2.1R through 2.3R

11· ·filed on July 31st, 2015 and Questar Gas Company's

12· ·Exhibits 2.0SR, the surrebuttal testimony of William

13· ·Schwarzenbach submitted in this docket on August 14th,

14· ·2014.· Are you familiar with those?

15· · · · A.· ·Yes.

16· · · · Q.· ·And were they prepared by you or under your

17· ·direction?

18· · · · A.· ·Yes, they were.

19· · · · · · ·MS. CLARK:· The company would move for the

20· ·admission of both pieces of testimony and their

21· ·attachments.

22· · · · · · ·CHAIRMAN LAVAR:· Does any party have any

23· ·objection to the admission of the rebuttal and

24· ·surrebuttal testimony of Mr. Schwarzenbach with the

25· ·attachments?
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·1· · · · · · ·MR. OLSEN:· No.

·2· · · · · · ·MS. SCHMID:· No.

·3· · · · · · ·CHAIRMAN LAVAR:· They will be admitted.

·4· ·Thank you.

·5· · · · · · ·(QGC Exhibit 2.0R and QGC Exhibit 2.0SR

·6· ·marked and admitted)

·7· ·BY MS. CLARK:

·8· · · · Q.· ·Thank you.· Mr. Schwarzenbach, can you please

·9· ·summarize the testimony you've offered in this matter?

10· · · · A.· ·Yes.· The focus of my testimony is to explain

11· ·the operational concerns that arise when transportation

12· ·customers' nominations do not match their usage.

13· · · · · · ·Each of the last two years, Questar Gas has

14· ·experienced operational issues that led to customer

15· ·curtailments.· These occurred on December 5th, 2013

16· ·and December 31st, 2014.

17· · · · · · ·When curtailments do occur, Questar Gas must

18· ·know how much gas each customer has brought to the system

19· ·in order to restrict their usage to their confirmed

20· ·nomination.

21· · · · · · ·Evidence shows on most days nominations are not

22· ·done accurately at the customer level.· Customers that

23· ·use more than their confirmed nomination will be using

24· ·supplies obtained for Questar Gas's sales customers.

25· · · · · · ·During these recent events, some customers have
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·1· ·ignored requests to curtail usage.· With the growth

·2· ·in the number of transportation customers, if this

·3· ·continues, it could result in the need for Questar Gas

·4· ·to curtail firm sales customers.· This could also result

·5· ·in large penalties for transportation customers.

·6· · · · · · ·In order for Questar Gas to effectively manage

·7· ·these unpredictable events, it is important that

·8· ·customers' nominations match their expected usage each

·9· ·day.· On a daily basis the fluctuations in transportation

10· ·customers' imbalances also impact Questar Gas's ability

11· ·to manage their own storage plans.

12· · · · · · ·In the long term, this could impact the

13· ·management of cost-of-service production.· While these

14· ·costs are not included in the transportations imbalance

15· ·charge proposed in this docket, the charge will serve

16· ·as an incentive for customers to make accurate

17· ·nominations on a daily basis, therefore reducing the

18· ·imbalances and the impact on our storage management.

19· · · · · · ·The intervenors have presented objections

20· ·to the Questar Gas proposal including stating that the

21· ·requirement for accurate daily nominations is unduly

22· ·burdensome, that the current balancing restrictions or

23· ·OFOs are an effective way to incent accurate nominations

24· ·by customers on a daily basis, and that Questar Gas can

25· ·use line pack to manage the transportation customers'
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·1· ·imbalances.

·2· · · · · · ·The intervenors have argued that requiring

·3· ·nominations to be done accurately at the customer level

·4· ·is unduly burdensome.· I do not agree with this.· It is

·5· ·and has been the responsibility of every transportation

·6· ·customer to make an accurate nomination every day.

·7· · · · · · ·The tariff itself already states the Company

·8· ·will allow plus or minus five percent of a customer's

·9· ·volumes delivered from upstream pipelines as a daily

10· ·imbalance tolerance window.

11· · · · · · ·However, the tariff does not currently provide

12· ·an effective enforcement mechanism for this five percent

13· ·tolerance.

14· · · · · · ·The system for nominations is set up with

15· ·multiple cycles each day to facilitate the changes

16· ·necessary to meet these requirements.

17· · · · · · ·However, most customers do not utilize these

18· ·opportunities to manage their nominations.· Instead, some

19· ·agents sidestep their responsibilities at the expense

20· ·of Questar Gas's sales customers.

21· · · · · · ·In fact, in total, transportation customers

22· ·are outside of the five percent tolerance window over

23· ·80 percent of the time during the test period used in

24· ·this docket.· The Division of Public Utilities proposed

25· ·a flat or socialized rate to cover the costs of the
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·1· ·services used to manage transportation customers'

·2· ·imbalances.· They along with some of the intervenors have

·3· ·also recommended that Questar Gas utilize the existing

·4· ·balancing restrictions as a means to incent a change in

·5· ·nominations behavior.· I do not feel the existing

·6· ·language provides adequate incentive.

·7· · · · · · ·The existing restriction language provides for

·8· ·aggregation and trading of daily imbalances by the

·9· ·agents.· Historically, agents have taken advantage of

10· ·this ability by only adjusting nominations to a few of

11· ·their customers to attempt to bring their aggregate

12· ·nomination in balance with their overall usage.

13· · · · · · ·This again does not provide the accuracy

14· ·desired at the customer level.· I have proposed

15· ·additional tariff language that would address this issue

16· ·if a flat or socialized rate were to be implemented.

17· · · · · · ·And lastly, based on my experience as the lead

18· ·engineer in charge of system planning for Questar Gas and

19· ·my experience as the director of gas supply, I have seen

20· ·that Questar Gas does not have sufficient line pack to

21· ·manage the transportation customers' imbalances on a

22· ·daily basis.· Due to the relatively small size and lower

23· ·operating pressures of the pipes in the distribution

24· ·system, any customer usage directly impacts the supplies

25· ·coming from the upstream pipeline within hours.
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·1· · · · · · ·This concludes my summary.

·2· · · · · · ·MS. CLARK:· Mr. Schwarzenbach is available for

·3· ·cross-examination.

·4· · · · · · ·CHAIRMAN LAVAR:· Thank you.· Mr. Olsen?

·5· · · · · · ·MR. OLSEN:· We have no cross.· Thank you.

·6· · · · · · ·CHAIRMAN LAVAR:· Ms. Schmid?

·7· · · · · · · · · · · CROSS-EXAMINATION

·8· ·BY MS. SCHMID:

·9· · · · Q.· ·Yes.· Good morning.

10· · · · A.· ·Good morning.

11· · · · Q.· ·I have a few questions about nominations and

12· ·pipeline management or distribution system management.

13· · · · · · ·What would happen if the sales customers were

14· ·using all the storage, all the no-notice service and the

15· ·other balancing services and the transportation customers

16· ·were out of balance, what would Questar Gas do?

17· · · · A.· ·Questar Gas would have to ask each of those

18· ·transmission customers to reduce their usage to match

19· ·their scheduled quantity for the day.· And that's their

20· ·confirmed nomination for that day.· So, that would be a

21· ·curtailment situation.

22· · · · Q.· ·Is it correct that the firm sales service

23· ·customers are paying to have gas available when they

24· ·need it?

25· · · · A.· ·Yes.· That is true.
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·1· · · · Q.· ·How often does Questar Gas change its

·2· ·nomination for those sales customers?

·3· · · · A.· ·We do a very detailed nomination every day,

·4· ·and if we have to make adjustments throughout the day,

·5· ·we will do that as well.

·6· · · · Q.· ·How often in your experience does the average

·7· ·TS customer change its nomination?

·8· · · · A.· ·I believe the data shows that they only do it

·9· ·maybe five times a month.· So, not on an every-day basis.

10· · · · Q.· ·Have you had the experience that any TS

11· ·customer utilizes the intraday process to refine its

12· ·nomination?

13· · · · A.· ·Very infrequently.

14· · · · · · ·MS. SCHMID:· Do you have a copy of what was

15· ·previously marked in this matter as DPU Cross Exhibit-1?

16· · · · · · ·May I approach?

17· · · · · · ·CHAIRMAN LAVAR:· Yes.

18· · · · · · ·THE WITNESS:· Thank you.

19· ·BY MS. SCHMID:

20· · · · Q.· ·Could you please turn to Section 5.09?

21· · · · · · ·Could you please read into the record the first

22· ·sentence of the second paragraph under the title "Daily

23· ·Imbalances"?· This sentence begins:· "The company will

24· ·provide ... "

25· · · · A.· ·"The Company will provide notice of such
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·1· · · · restrictions to each affected nominating party not

·2· · · · less than two hours prior to the first nomination

·3· · · · deadline for the affected period or as soon as

·4· · · · reasonably practical to the extent system integrity

·5· · · · or upstream allocations allow."

·6· · · · Q.· ·In your experience, has Questar used this

·7· ·provision as requiring at least two hours notice before

·8· ·the first nomination deadline?

·9· · · · A.· ·Yes.

10· · · · Q.· ·So, Questar has not attempted to use it later

11· ·in the nomination process?

12· · · · A.· ·Not that I'm aware of.

13· · · · Q.· ·Do you believe that Questar could use this

14· ·further into the nomination process?· And I'm not asking

15· ·for a legal opinion.· I'm just asking for your opinion

16· ·consistent with your title of Questar.

17· · · · A.· ·With the current language, I do not.· I think

18· ·we would have to wait and provide the notice for the next

19· ·day.· So, starting at eight a.m. for whatever the next

20· ·gas day is.· So, once we've reached the two hours prior

21· ·to the nominating deadline, the first nominating deadline

22· ·is actually almost 24 before the start of the next gas

23· ·day.· So, once you're into that current gas day, you're

24· ·actually not just the next day but the one after that

25· ·if that makes sense.
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·1· · · · Q.· ·It does.· And to assist in this process,

·2· ·are there Questar Gas Company employees available to take

·3· ·nominations throughout the nominating process?

·4· · · · A.· ·Yes.· The system is set up that way.· They can

·5· ·do their noms through any of the deadlines.

·6· · · · Q.· ·You would agree, though, that Section 5.09

·7· ·permits the company to allow plus or minus five percent

·8· ·imbalance on a daily basis per customer?

·9· · · · A.· ·Actually, I believe if you read it, it states

10· ·that there is a plus or minus five imbalance every day

11· ·and it permits the company to actually make that tighter

12· ·and then assign penalties to it after that.

13· · · · Q.· ·In your experience, how often has the company

14· ·imposed penalties?· And then the second part of the

15· ·question will be, how often has the company made that

16· ·tolerance smaller?

17· · · · A.· ·I'm not sure exactly how many times.· I think

18· ·I saw in the data that it was 120 days.· I think that was

19· ·during the test period that we did that.· So, I'd say we

20· ·try to avoid doing it.

21· · · · · · ·It happens when our system is getting pushed,

22· ·though.· It's usually either during a cold weather event,

23· ·but it could also happen during any type of mechanical

24· ·concerns on the upstream pipeline.

25· · · · · · ·That could be plant issues.· It could be
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·1· ·something gets hit by lightning and isn't working.· Could

·2· ·be a lot of reasons for it.· But it's any time we see

·3· ·that that supply is going to be restricted to us and it's

·4· ·not as available.

·5· · · · · · ·And what was the second half of the question?

·6· · · · Q.· ·How often has the imbalance tolerance window

·7· ·been made smaller than the plus or minus five percent?

·8· · · · A.· ·We usually don't go smaller.· I don't think

·9· ·there's been very many occasions.· We try and work with

10· ·the agents or the customers as well.· Sometimes we'll

11· ·actually put a tolerance level kind of in line with

12· ·what we're experiencing.

13· · · · · · ·There are times when we'll put a tolerance

14· ·where it is -- they could be -- they could pack the

15· ·system but not draft it more than five percent meaning

16· ·that, you know, they cannot pull more than five percent

17· ·off of our system but they could put additional gas on

18· ·if we're only restricted in one direction.

19· · · · · · ·So, we'll try and be lenient with that and try

20· ·and restrict it to what makes sense with the operational

21· ·issue that we're doing.· We have applied these more

22· ·frequently recently, and I think it has to do with just

23· ·the fact that, for one, there's more transportation

24· ·customers and therefore more volume we're trying to

25· ·manage through it.
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·1· · · · · · ·And two, I think there's been more events

·2· ·recently in terms of upstream pipeline constraints,

·3· ·wellhead freeze-offs, things like that.· I think they've

·4· ·been more frequent.

·5· · · · Q.· ·In your testimony, you say that many customers

·6· ·and agents have not historically matched daily

·7· ·nominations and usage.· Do you recall that?

·8· · · · A.· ·Yes.

·9· · · · Q.· ·Do you recall that you also said that the

10· ·customers and agents should have been doing this all

11· ·along?

12· · · · A.· ·Yes.

13· · · · Q.· ·So, isn't it fair to say if they were supposed

14· ·to be doing it all along and they haven't been that

15· ·Questar Gas Company should have been using Section 509

16· ·more often?

17· · · · A.· ·Well, and that is one of the reasons we've

18· ·started to use it more often.· Unfortunately, the

19· ·Section 5.09 which requires the plus or minus five

20· ·percent tolerance on an everyday basis, there's no

21· ·mechanism in there to actually charge them for it

22· ·unless they are on that restriction.

23· · · · · · ·MS. SCHMID:· Thank you.· I'm done.

24· · · · · · ·CHAIRMAN LAVAR:· Mr. Dodge?

25· · · · · · · · · · · CROSS-EXAMINATION
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·1· ·BY MR. DODGE:

·2· · · · Q.· ·Thank you, Mr. Chairman.· Good morning,

·3· ·Mr. Schwarzenbach.

·4· · · · A.· ·Good morning.

·5· · · · Q.· ·On page -- lines 33 and 34 of your rebuttal,

·6· ·in response to a question -- I'll let you get there.

·7· ·I'm sorry.

·8· · · · A.· ·I'm having trouble finding it.

·9· · · · · · ·Do you have a copy of it?

10· · · · · · ·MS. CLARK:· I sure do.

11· · · · · · ·MR. DODGE:· I was going to reference your

12· ·surrebuttal, too.· So you might grab that.

13· · · · · · ·(Discussion off the record)

14· · · · · · ·THE WITNESS:· Sorry about that.· I'm new to

15· ·this process.

16· ·BY MR. DODGE:

17· · · · Q.· ·All right.· Welcome.· There's several new

18· ·to the process of this proceeding.

19· · · · A.· ·Which lines are you referring?

20· · · · Q.· ·There's a question on lines 31 and 32.· It

21· ·says, "Why is it important that TS customers or their

22· ·agents make accurate nominations on a daily basis?"

23· · · · · · ·And I was referencing your answer on 33 and 34.

24· · · · "All shippers are required to enter a nomination for

25· · · · each day.· This is an industry standard throughout
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·1· · · · the country."

·2· · · · · · ·Right?

·3· · · · A.· ·Yes.

·4· · · · Q.· ·Then I'm going to turn to your surrebuttal,

·5· ·question beginning on line 41 and basically continuing

·6· ·over through 73.· I won't read all of that, but the

·7· ·question on 41 says:

·8· · · · · · ·"Do you agree that agents should be allowed

·9· · · · to manage the nominations in aggregate for all

10· · · · of their customers?"

11· · · · · · ·And you say, no.· We need to have accurate

12· ·daily nominations.

13· · · · · · ·You understand now, do you not, that the

14· ·intervenors in this docket were not asking in this docket

15· ·to allow aggregate nominations but rather simply for

16· ·purposes of calculating and imposing any imbalance

17· ·penalties that they be done at an agent level in

18· ·aggregation?· Do you understand that now?

19· · · · A.· ·I actually understood that at that point.

20· ·But the purpose of that statement was actually the fact

21· ·that it was in reference to the proposal to charge them

22· ·penalties at an aggregated basis.

23· · · · · · ·And in my opinion, even if you do a nomination

24· ·at the customer level but there's no punitive or there's

25· ·no charges except at the aggregate level, then there
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·1· ·really is no reason to do those nominations accurately

·2· ·at the customer level.· You wind up in a scenario where

·3· ·you have to do ten nominations for ten customers but

·4· ·there's absolutely no reason not to put a zero nomination

·5· ·in for nine of them and just have that tenth one equal

·6· ·your volume for your aggregate usage.

·7· · · · Q.· ·In terms of impact on the company, what you

·8· ·see is a total aggregated impact of all imbalances, TS

·9· ·customers and GS customers alike; right?

10· · · · · · ·For operational reasons, what you see is an

11· ·aggregated impact of all the imbalances netted against

12· ·each other?

13· · · · A.· ·Actually, for operational reasons, we need

14· ·to know by customer because that gas is being delivered

15· ·to different locations on our system.

16· · · · Q.· ·You need know where the nomination goes and

17· ·if the gas shows up where to deliver it, but for

18· ·operational considerations like the potential impact

19· ·on the system that you've testified to, what matters

20· ·is the total aggregated impact of all of your customers.

21· · · · · · ·In other words, if everything nets out so

22· ·there's zero imbalance, even if two of them are wildly

23· ·out on either side, it doesn't have an operational impact

24· ·on the company?

25· · · · A.· ·I would not agree with that.· I actually think
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·1· ·it does have an operational impact because we need to

·2· ·know how much gas is being delivered to what location

·3· ·on our system.· Well, the same -- the right amount of gas

·4· ·may be delivered to the input of out system, the city

·5· ·gate, we still need to know how to deliver that gas

·6· ·on our system and what location to deliver that to.

·7· · · · · · ·If the nomination is not accurate by customer,

·8· ·we don't have that information.· All we know is how much

·9· ·gas is coming to our system.

10· · · · Q.· ·I'm saying, assume you get a daily nomination

11· ·that is as accurate as a person can make it, what affects

12· ·you operationally is the total aggregate imbalance,

13· ·not whether one customer is long and one is short and

14· ·they offset each other.

15· · · · · · ·Now, if there's an imbalance and you have to

16· ·impose penalties or something, you have to compare the

17· ·burn to the nomination; right?· So, you need to know

18· ·those numbers.· But operationally, it doesn't impact you

19· ·if they offset each other?

20· · · · A.· ·You're assuming in that statement, though,

21· ·the assumption is that the nomination's accurate, first

22· ·of all, is what you said in your statement.· And without

23· ·any incentive, we don't know that that nomination's going

24· ·to be accurate.

25· · · · · · ·And second, you're assuming that if we have

http://www.litigationservices.com


Page 115
·1· ·any restrictions that we can restrict those customers

·2· ·in a reasonable way.· Those are two big assumptions in

·3· ·what you're saying, there's no operational impact --

·4· · · · Q.· ·Well, let's talk about --

·5· · · · A.· ·-- which is why I have trouble agreeing with

·6· ·your statement that there is none.

·7· · · · Q.· ·Well, let's talk about the incentives.· I mean,

·8· ·today, you have the ability as Ms. Schmid walked through

·9· ·with you for purposes of system integrity, altering gas

10· ·purchases, production or storage or other system

11· ·constraints, when you need it, you have the ability to

12· ·issue an OFO and hold people to the restrictions, to

13· ·their nominations with a very severe penalty; right?

14· · · · · · ·It's a buck 25 per dekatherm minimum.

15· · · · · · ·That's not a commodity cash-out but rather

16· ·just a penalty for imbalance; right?

17· · · · A.· ·Yes.

18· · · · Q.· ·And do you not find when you issue OFOs that

19· ·agents work very, very hard to respond and bring their

20· ·nominations or their deliveries and their usage as close

21· ·to what they've been restricted as possible?

22· · · · A.· ·We find that they do actually make an attempt

23· ·to get their total deliveries in aggregate as close it

24· ·needs to be for their aggregate usage, but what we're

25· ·trying to incent here is for them to do that same thing
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·1· ·at a customer level, not just in aggregate.

·2· · · · · · ·So, again, if they just make adjustments to one

·3· ·or two customers to bring their aggregate volume in,

·4· ·that's not going to help us in an operational situation

·5· ·if they've got enough gas but it's all assigned to one

·6· ·of their 50 customers.

·7· · · · Q.· ·You say it's not going to help you, but again,

·8· ·if you issue an OFO, if you've got system constraints

·9· ·or something else that's causing you problems, they are

10· ·going to respond and they're going to help solve your

11· ·problem by restricting their usage to what you allowed

12· ·them to; right?

13· · · · A.· ·They will respond in the aggregate, yes.

14· · · · Q.· ·And that's how it impacts your company in the

15· ·aggregate.· You're talking about those two times in the

16· ·last decade you've issued an actual interruption.

17· ·Then you penalize people based -- or you hold people to

18· ·what they've nominated or delivered and then you penalize

19· ·them if they don't stop burning at that level; right?

20· · · · A.· ·Right.· And you characterized it as two times

21· ·in the last decade.· I would say it's like actually two

22· ·times in the last two heating seasons which is a big

23· ·difference in my mind.

24· · · · · · ·I mean, these are becoming more critical

25· ·situations.· And that's what we're trying to manage.
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·1· ·We want to have those nominations correct so that when

·2· ·you get in that situation which we've seen each of the

·3· ·last two years.· So, this isn't a situation that's

·4· ·unlikely.· We've seen it each of the last two years.

·5· ·And those were warm years that we've seen this.

·6· · · · · · ·So, we're just trying to make sure that the

·7· ·nominations are accurate so when those situations occur,

·8· ·which they seem to occur more frequently now, that we're

·9· ·able to manage the operation of our system.

10· · · · · · ·So, our system needs to have a receipt which is

11· ·the gate station and also the delivery location knowing

12· ·where that gas is going to go and to which customer.

13· · · · Q.· ·And the last time you interrupted, you said it

14· ·went fairly smoothly because now you have the right

15· ·information to let people know there were some penalties

16· ·imposed, et cetera; right?

17· · · · A.· ·I would say it went smoother than the first

18· ·one.· So, we are getting a little bit closer, but I

19· ·wouldn't say it was -- that there was still lots of

20· ·concerns and lots of issues.

21· · · · Q.· ·And so, for those rare occasions where you've

22· ·had to physically interrupt and with the concern that you

23· ·have to know what a customer's burning so you can

24· ·properly assess penalties, et cetera, you're proposing to

25· ·customers like my clients, you're required every day

http://www.litigationservices.com


Page 118
·1· ·of the year to individually monitor their own nominations

·2· ·and burn to try and avoid penalties as opposed to hiring

·3· ·agents to do that in the aggregate for them on days that

·4· ·don't matter from an operational perspective?

·5· · · · A.· ·Actually, I would argue they're already

·6· ·required to do that.· All we're asking to do is charge

·7· ·for the services that get used when they don't do it.

·8· ·The tariff already states they have a plus or minus five

·9· ·daily imbalance tolerance.

10· · · · · · ·All we're asking for here is to charge for the

11· ·services that get used when they don't adhere to that

12· ·plus or minus five tolerance window.

13· · · · Q.· ·What makes your utility so special that you

14· ·have to have more than just the current language to

15· ·incent that?· Have you looked at other utilities to

16· ·see what they do?

17· · · · A.· ·I have not.· But I have looked at what our

18· ·customers have done with the current language.· And

19· ·it is obvious that the current language is not sufficient

20· ·to incentivize them because they have not done so.

21· · · · Q.· ·You say that, and yet to this day, there has

22· ·never been an interruption of sales customer deliveries

23· ·like you're warning could happen.

24· · · · · · ·Never happened; has it?

25· · · · A.· ·It has not which is a good thing in my mind.
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·1· · · · Q.· ·It is a good thing.

·2· · · · A.· ·My job is to worry about that happening.

·3· ·My job is to make sure that doesn't happen.· And we're

·4· ·here today in part because we don't want that to happen.

·5· · · · · · ·I'd much rather be here arguing with you right

·6· ·now before the fact than in here trying to explain later

·7· ·on why that happened, why we had to interrupt sales

·8· ·customers.· So, I'd rather be here right now.

·9· · · · Q.· ·So, let's all say we agree with that.· Then

10· ·let's come up with the most least restrictive, least

11· ·punitive way of doing that.

12· · · · · · ·And is it not through that, so, it's never

13· ·happened that you've had these sales customer disruptions

14· ·that you warn us about ever-ever even though there's not

15· ·any economic incentive in today's tariff to match

16· ·nominations with burn except when the Company tells them

17· ·to.

18· · · · · · ·Now, you're proposing to impose something.

19· ·Even if it's for penalty purposes calculated on an

20· ·aggregate level at the agent level, in aggregate at the

21· ·agent level like it's now done during OFOs.

22· · · · · · ·Even if that happens, there will now be a

23· ·financial incentive and we would expect the errors to go

24· ·down because now there's a financial consequence even on

25· ·non-OFO days if people don't aggregate more accurately;
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·1· ·right?

·2· · · · A.· ·I'm not sure exactly what I'm agreeing to right

·3· ·there.· You rattled off a whole lot of stuff right there.

·4· ·And I don't know if I would agree to all of it.· I may

·5· ·agree to some of it.

·6· · · · Q.· ·Well, let me parse it.· And I apologize for

·7· ·that.

·8· · · · A.· ·Yeah.

·9· · · · Q.· ·You would agree, would you not, that even if,

10· ·as the agents and customers are requesting, that you

11· ·allow the agents to continue dealing with the utility for

12· ·their aggregate customers like they do during an OFO now,

13· ·that they do that on a daily basis, there would still be

14· ·a penalty if the agent doesn't keep its customers in

15· ·balance, there would be a penalty that they're going to

16· ·have to assess somewhere.· And that's going to create

17· ·more of an economic incentive than we now have.

18· · · · A.· ·I will say that I think we need the incentive

19· ·to be at the customer level because I would like the

20· ·nomination to be correct at the customer level.

21· · · · Q.· ·I know you say that and I think you'll hear

22· ·from the agents who testify later, their goal is always

23· ·to get those nominations accurate at a customer level

24· ·and they will continue to do so with this economic

25· ·incentive even more so.
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·1· · · · · · ·Can you not even agree that with this economic

·2· ·consequence for failure to stay within the tolerance

·3· ·level at an agent aggregated level, there will be more

·4· ·of an incentive to be accurate every day, not just

·5· ·during OFO periods?

·6· · · · A.· ·I think there will be more of an incentive to

·7· ·stay in tolerance on an aggregated basis.· I do not think

·8· ·there would be any more incentive to do it on a customer

·9· ·basis.· And what we have seen through the existing OFOs

10· ·is that when they're provided that incentive to do it on

11· ·an aggregate basis, they do it on an aggregate basis.

12· · · · · · ·But they do so by only adjusting a few of their

13· ·customers.· They don't do so by adjusting all the

14· ·nominations across the board to all of their customers.

15· · · · Q.· ·But again --

16· · · · A.· ·We would like the incentive to be at the

17· ·customer level to get it so that they adjust that

18· ·nomination for each of their customers.

19· · · · Q.· ·And the relevance of that is so you can assess

20· ·the penalty?

21· · · · A.· ·The relevance of that is so that if we have

22· ·to call a curtailment that we can curtail those customers

23· ·accurately, so we can tell them how much gas they

24· ·actually have to use.

25· · · · · · ·For example, if you had a 10-dekatherm
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·1· ·nomination for a customer every day and they've been

·2· ·burning 35 but you've added that additional 25 onto

·3· ·another customer, now we're going to call that customer

·4· ·who could be a school or a hotel or something like that

·5· ·and say, you've got to reduce your usage to 10

·6· ·dekatherms.· They're going to look at it and say,

·7· ·there's no way I can do that and they're just going

·8· ·to continue to burn their 25 or 35 or whatever.

·9· · · · Q.· ·They'll do that once and then what happens?

10· · · · A.· ·Then they will get penalized.

11· · · · Q.· ·They get kicked off the system.· They're no

12· ·longer an interruptible if they're interruptible?

13· · · · A.· ·No.· That's just it.· They could be a firm

14· ·customer so that they're not getting kicked off the

15· ·system.· All they get is a penalty which in the past has

16· ·been, a lot of times what we're told, those penalties

17· ·were actually paid for by the agent anyway.

18· · · · · · ·So again, that's reducing the incentive to the

19· ·customer.

20· · · · Q.· ·And the penalties can be as high as $25 per

21· ·dekatherm, right, under your tariff currently?

22· · · · · · ·You don't think that's enough economic

23· ·incentive for them to restrict themselves to what

24· ·they're supposed to be burning?

25· · · · A.· ·Not if they're not actually ever charged it.
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·1· · · · Q.· ·And let's talk -- well, but you're assuming

·2· ·they won't charge it.· You think the agents are --

·3· ·there's never been a daily consequence like there will be

·4· ·now if the Commission adopts this proposal.

·5· · · · · · ·Do you think agents are just going to eat that?

·6· · · · A.· ·I'm not sure.

·7· · · · Q.· ·Are you sure they won't?

·8· · · · A.· ·I don't think it's my place to speculate

·9· ·exactly what the agents are going to do.

10· · · · Q.· ·The other thing is, you're talking about the

11· ·schools and the like that you say aren't going to quit

12· ·burning because their gas doesn't show up.

13· · · · · · ·I think Mr. Wheelwright talked a little bit

14· ·about the relative percentages.

15· · · · · · ·How much of your total transportation volumes

16· ·go to small customers like schools and churches and

17· ·government buildings?· Roughly.

18· · · · A.· ·I'm not sure the exact percentage.

19· · · · Q.· ·It's very small; right?

20· · · · A.· ·I think it's it was in Mr. Wheelwright's

21· ·testimony.

22· · · · Q.· ·It's very small; right?· If the large customers

23· ·who do have a strong economic incentive comply,

24· ·it's going to solve your problem; is it not?

25· · · · A.· ·And what is the strong economic incentive?
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·1· · · · Q.· ·This daily nomination.· Someone's going to pay

·2· ·it if they're out of balance in aggregate.· And that's

·3· ·where it impacts you.· If everyone balances out despite

·4· ·you wildly out of balance, you're not going to have to

·5· ·call an OFO or an interruption if they're living --

·6· · · · · · ·If the aggregate nominations are all at zero,

·7· ·you're not going to have to worry about it.· It's only

·8· ·when you have to start issuing restrictions or

·9· ·interruptions you have to care about; right?

10· · · · A.· ·I care about it every day.

11· · · · Q.· ·I'm happy you care.· Do you understand --

12· ·You say daily nominations as an industry standard.

13· · · · · · ·Do you also understand that agent-level

14· ·aggregation for nomination imbalancing is also

15· ·an industry standard?

16· · · · A.· ·Yes.· And I think that we offer that as well.

17· ·I mean, our tariff states it and our tariff allows that.

18· ·We're talking about the commodity piece of it.· All we're

19· ·trying to do here is when they're out of balance to

20· ·charge for the services that they use to keep in balance.

21· · · · · · ·You seem to be confusing a number of occasions,

22· ·our charge here, with what other companies are doing

23· ·in terms of their commodity balancing, in terms of the

24· ·actual dekatherms of gas that are owed to the company

25· ·or the company owes these customers.· And there is a
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·1· ·difference there.

·2· · · · · · ·So, a lot of what you're referring back to in

·3· ·terms of us not doing the same as these other companies,

·4· ·you're mixing up this charge that we're presenting which

·5· ·is just for the services used to manage it with the

·6· ·actual cost of the commodity that's being imbalance --

·7· · · · Q.· ·It's my time to clarify.· No, I'm not mixing

·8· ·that up at all.· I understand that completely.· And we

·9· ·can go through a dozen tariffs if you'd like to that you

10· ·and or the office have referred us to for other utilities

11· ·that try to impose some kind of daily imbalance charge

12· ·or consequence.

13· · · · · · ·Would it surprise you to find out that they

14· ·allow aggregate imbalance, the imbalances to be

15· ·aggregated on a daily basis for that purpose typically,

16· ·too?· In other words, if an agent has ten customers

17· ·and they have a ten-percent imbalance tolerance or a

18· ·two-percent imbalance tolerance and they charge for the

19· ·excess, it's looked at at an aggregate level for that

20· ·agent.· Would that surprise you?

21· · · · A.· ·Again, I think that's the commodity side.

22· · · · Q.· ·No.· I'm not talking commodity.· I'm talking

23· ·daily imbalance consequences.· It would surprise you?

24· · · · A.· ·It would surprise me, yes.

25· · · · Q.· ·Okay.· Well, we can walk through those.
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·1· · · · · · ·In your rebuttal testimony you talked about

·2· ·if a flat rate were proposed that you would propose,

·3· ·if that were the case, you changing the current tariff

·4· ·to allow you to issue an OFO during the last rather than

·5· ·the first cycle.· Do you remember that?

·6· · · · A.· ·I do.

·7· · · · Q.· ·You understand the last cycle has very very

·8· ·limited liquidity; do you not?

·9· · · · A.· ·Yes.

10· · · · Q.· ·And so that as a practical matter mean that

11· ·client customers would not be able then to cure the

12· ·imbalance that you see -- that respond to your

13· ·instructions.· They wouldn't have the ability because

14· ·of an illiquidity situation to respond to the

15· ·instructions to match to try and bring in supply

16· ·if that were the requirement?

17· · · · A.· ·I think that's only if their nominations are

18· ·nowhere close.· If they only have a small adjustment

19· ·to make, I don't think they need as much liquidity in the

20· ·market.· I think that is part of the incentive to have

21· ·your nomination close every day is the fact that you

22· ·now know that a restriction can be imposed for that

23· ·particular day.

24· · · · · · ·So, if you're close, then even if it is the

25· ·last cycle, as long as your nomination was barely
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·1· ·accurate for that day already, you're only making a

·2· ·small adjustment and now you can do that still in the

·3· ·last cycle.

·4· · · · Q.· ·Do you accept the agent's testimony in this

·5· ·docket that that would be very disruptive to their

·6· ·ability to respond?· You don't accept that argument?

·7· · · · A.· ·I think it would be harder for them to manage.

·8· · · · Q.· ·And that has never been analyzed; right?

·9· · · · · · ·That was thrown in in rebuttal testimony,

10· ·not as part of the company's proposal; right?

11· · · · A.· ·Well, that was actually put in in response

12· ·to a proposal that was provided by the Division of Public

13· ·Utilities.· So, that was our response to that.· They made

14· ·the recommendation that restrictions be used to incent

15· ·the customers or -- the customers or the agents.

16· · · · · · ·And we just responded that we don't feel

17· ·the restrictions with the language that's in there is

18· ·adequate, that we would have to make a little bit of a

19· ·change to the language in order or make it adequate

20· ·to incent them to do it at a customer level.

21· · · · Q.· ·And do you think before that kind of change is

22· ·made which the Company hasn't proposed, there ought to be

23· ·maybe more analysis of the impacts, the tradeoffs between

24· ·the impacts on transportation customers and the benefit

25· ·to the system?
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·1· · · · A.· ·Well, again, that's why we haven't put that in

·2· ·our proposal.· We still feel our original proposal is the

·3· ·best route to take.· That was just in response to an

·4· ·alternative proposal.· That is the concern we have with

·5· ·the alternative proposal.

·6· · · · Q.· ·That is the flat-rate proposal?

·7· · · · A.· ·Yes.

·8· · · · · · ·MR. DODGE:· Or socialized.· Whatever term you

·9· ·want to use.· Okay.· Thank you.· I have no further

10· ·questions.

11· · · · · · ·CHAIRMAN LAVAR:· Mr. Cook?

12· · · · · · ·MR COOK:· I have no questions.

13· · · · · · ·CHAIRMAN LAVAR:· Mr. Williams?

14· · · · · · ·MR. WILLIAMS:· No.

15· · · · · · ·MR. OLSEN:· I have no questions.

16· · · · · · ·MS. CLARK:· Can I just have a minute?

17· · · · · · ·CHAIRMAN LAVAR:· Certainly.

18· · · · · · ·MS. CLARK:· Thank you.· I apologize.· I just

19· ·have two questions.· Well, no.· I only have one question.

20· ·You talked a little bit -- you know what, I don't have

21· ·any questions.

22· · · · · · ·CHAIRMAN LAVAR:· Okay.· Well, thank you.

23· · · · · · ·Commissioner White?

24· · · · · · ·COMMISSIONER WHITE:· No questions.

25· · · · · · ·CHAIRMAN LAVAR:· Commissioner Clark?
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·1· · · · · · · · · · · · ·EXAMINATION

·2· ·BY COMMISSIONER CLARK:

·3· · · · Q.· ·Thank you.· I just want to understand a little

·4· ·better the two operational events that have been

·5· ·referenced, the one in 2013 and the one in 2014.

·6· · · · · · ·And could you describe what happened on those

·7· ·days or at least one of them?

·8· · · · A.· ·Yeah.· I think we can start with December 5th

·9· ·of 2013.· It's a little further away in my memory but

10· ·I'll probably remember it for a long time.

11· · · · · · ·That day there were supply issues meaning we

12· ·had our supply set up for the day and our nominations

13· ·done and so did all the transportation customers.

14· · · · · · ·And we started receiving word of there were

15· ·some plant shutdowns and well freeze-offs and some of

16· ·that supply was not going to be getting to our system.

17· · · · · · ·So, we made the decision that we have to limit

18· ·our transportation customers or some of the ones that

19· ·were having their supply reduced.· We only contacted the

20· ·ones whose supply was actually being reduced, and we

21· ·therefore asked the customers to reduce their usage

22· ·to match the supply that was coming into the system.

23· · · · Q.· ·And was that an operational flow order or is

24· ·that a different kind of event?

25· · · · A.· ·So, at that point, we actually did not have,
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·1· ·if I recall correctly, we did not have a restriction

·2· ·or an operational flow order in place at that point.

·3· · · · · · ·And again, because of the wording, so, we

·4· ·called one immediately when we started seeing the

·5· ·freeze-offs and when we started seeing the issues.

·6· ·But it wasn't going to be in place until the next day.

·7· · · · · · ·That was in our minds one of the wake-up calls

·8· ·that made us start to be a little more conservative and

·9· ·start to issue those restrictions a little bit sooner

10· ·whenever we thought that there might be an issue.

11· · · · · · ·So, that's one of the reasons you see them

12· ·being instituted a little more frequently.

13· · · · Q.· ·And when you say, "a little more frequently,"

14· ·for 2014, for example, how many times did you implement

15· ·an OFO?

16· · · · A.· ·I'm not sure exactly how many times.· There is

17· ·a number of events.· I'd say probably ten to 15 subject

18· ·to check.

19· · · · Q.· ·Thank you.· And now, regarding metering,

20· ·you probably heard my questions to --

21· · · · A.· ·I did.

22· · · · Q.· ·-- Mr. Mendenhall.· So, what I'd like to

23· ·understand is what capabilities does a transportation

24· ·customer have to understand their usage from the metering

25· ·equipment that Questar requires them to have and what
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·1· ·would they not understand.

·2· · · · · · ·In other words, what contributes to metering

·3· ·calculations or usage calculations after the meter

·4· ·process that might relate to heat content or temperature,

·5· ·atmospheric or other conditions?

·6· · · · A.· ·I'm not an expert on the actual meter or the

·7· ·metering and that side of it, but I do know that the

·8· ·meter, then, is read electronically and we do get a read

·9· ·for every customer on a daily basis that's put into our

10· ·Pipe Viewer.· So, that Pipe Viewer will then take the

11· ·read from the meter which may be in cubic feet a unit of

12· ·volume.· And it'll add heat content, stuff like that will

13· ·be included on their read in Pipe Viewer.

14· · · · · · ·And all customers have access to Pipe Viewer

15· ·and so do the agents as well through an agency agreement

16· ·have access to Pipe Viewer.

17· · · · · · ·So, all of the heat content and other

18· ·information is available via Pipe Viewer.· If you look

19· ·specifically at the meter, I'm fairly certain the only

20· ·thing you're going to see is a number that probably reads

21· ·cubic feet.· You are able, then, to go back to

22· ·Pipe Viewer and you know that the heat content and the

23· ·rest that goes into the calculation doesn't change as

24· ·frequently as the meter read.· That's fairly static type

25· ·data.· So, you would be able to apply that to the meter
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·1· ·read at the meter at the site and be able to determine

·2· ·a dekatherm value for how much you're using.

·3· · · · · · ·And that meter will be accurate kind of on a

·4· ·realtime basis, whereas right now the company only

·5· ·requires that the meter call in to the company on a daily

·6· ·basis to get that read.

·7· · · · Q.· ·And what's the interval between the usage

·8· ·and the Pipe Viewer data being available to a customer?

·9· · · · A.· ·Well, the usage is kind of an ongoing basis,

10· ·but, so, the read will come in once a day and it's

11· ·usually in the morning right now I believe between 8:30

12· ·and 10:30 that that read will be on Pipe Viewer and that

13· ·will be for the previous day.

14· · · · · · ·So, you'll have the read for the previous day.

15· ·And unfortunately it's right around the time they're

16· ·doing nominations, but with the change in nomination

17· ·schedule which is coming up, you'll have it prior to that

18· ·time period.

19· · · · Q.· ·And how much can these additional influences

20· ·on the metering -- I'm referring to heat content and

21· ·these other influences.· How much can they affect or

22· ·do they typically affect?

23· · · · A.· ·They don't really affect it.· It's more of just

24· ·a conversion from one unit to another.· So, it's a fairly

25· ·static conversion.· The heat content's usually the same
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·1· ·like I said.· So, the real number that's changing is the

·2· ·actually read from the meter.

·3· · · · · · ·I think it's also important to note that a lot

·4· ·of times, even though they're getting this information

·5· ·on a daily basis, they're not making any nomination

·6· ·change based directly on that right now.

·7· · · · · · ·COMMISSIONER CLARK:· Thank you.

·8· · · · · · · · · · · · ·EXAMINATION

·9· ·BY CHAIRMAN LAVAR:

10· · · · Q.· ·I have one or two questions.

11· · · · · · ·You may not know the answer to this first one.

12· · · · · · ·Does the typical agent manage customers who

13· ·receive service from multiple city gates?

14· · · · A.· ·I would say that yes, they do, it's multiple

15· ·city gates because most of the transportation customers

16· ·are on our general -- the central system, kind of the

17· ·Salt Lake City area, and those systems are served by

18· ·multiple gate stations.

19· · · · Q.· ·Okay.· And I don't think this question has been

20· ·answered yet.· If it has, please let me know.

21· · · · · · ·But what would be the difference in impact to

22· ·Questar between one customer over nominating and another

23· ·customer under nominating at the same time city gate

24· ·versus a customer who receives from one city gate over

25· ·nominating and a customer that receives service from
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·1· ·a different city gate under nominating?

·2· · · · A.· ·Operationally, there would be a big difference

·3· ·depending on which gate station.· So, some of them, like

·4· ·I said, in this central area are all managed together,

·5· ·but if you had one customer, say, down south in

·6· ·St. George that was under delivering and a customer in

·7· ·Salt Lake that was over delivering, there would be no way

·8· ·to net those volumes back and forth between those two

·9· ·systems.· Both of them would be handled separately

10· ·through our no notice and they would make adjustments

11· ·at either end either on the south end or to the gate

12· ·stations to the north.

13· · · · · · ·But there would be no way to physically

14· ·aggregate that gas back and forth between the two.

15· · · · Q.· ·Okay.· But at some city gates that can --

16· · · · A.· ·Some city gates it could.

17· · · · · · ·CHAIRMAN LAVAR:· Okay.· Thank you.

18· ·I don't have anything else.· Ms. Clark?

19· · · · · · ·MS. CLARK:· I have nothing more.

20· · · · · · ·CHAIRMAN LAVAR:· Okay.· Thank you,

21· ·Mr. Schwarzenbach.

22· · · · · · ·THE WITNESS:· Thank you.

23· · · · · · ·CHAIRMAN LAVAR:· Mr. Olsen, would you like to

24· ·call your first witness now or would you prefer we take

25· ·a break now?
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·1· · · · · · ·MR. OLSEN:· I'll call Kevin Mangelson now.

·2· ·I don't anticipate that will take a great deal of time.

·3· · · · · · ·CHAIRMAN LAVAR:· Okay.· Mr. Mangelson, do you

·4· ·swear to tell the truth?

·5· · · · · · ·THE WITNESS:· Yes.

·6· · · · · · ·CHAIRMAN LAVAR:· Mr. Olsen?

·7· · · · · · · · · · · ·GAVIN MANGELSON,

·8· · · · · · · ·having first been duly sworn, was

·9· · · · · · · ·examined and testified as follows:

10· · · · · · · · · · · DIRECT EXAMINATION

11· ·BY MR. OLSEN:

12· · · · Q.· ·Mr. Mangelson, would you state your full name

13· ·for the record, please?

14· · · · A.· ·Gavin Mangelson.· M-a-n-g-e-l-s-o-n.

15· · · · Q.· ·And what is your position with the Office?

16· · · · A.· ·I'm the utility analyst.

17· · · · Q.· ·Did you prepare or have -- assist in the

18· ·preparation of rebuttal testimony in this docket dated

19· ·July 31st, 2015?

20· · · · A.· ·Yes.

21· · · · Q.· ·Do you have any changes or modifications

22· ·to that testimony at this time?

23· · · · A.· ·No.

24· · · · · · ·MR. OLSEN:· We would ask that it be admitted.

25· · · · · · ·CHAIRMAN LAVAR:· Any objection from any party
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·1· ·to admitting the rebuttal testimony of Mr. Mangelson?

·2· · · · · · ·MS. CLARK:· No.

·3· · · · · · ·MS. SCHMID:· No.

·4· · · · · · ·CHAIRMAN LAVAR:· It will be admitted.

·5· ·Thank you.

·6· · · · · · ·(Exhibit OCS 2R marked and admitted)

·7· ·BY MR. OLSEN:

·8· · · · Q.· ·Do you have any summary you would like to

·9· ·present?

10· · · · A.· ·Yes.· The summary of my testimony is that

11· ·previous workgroups and discussions relating to this

12· ·issue have not produced a resolution and that these

13· ·discussions have been highly contentious.

14· · · · · · ·I conclude, therefore, that a task force would

15· ·likely be unsuccessful in determining an equitable rate

16· ·agreed upon by the participants.

17· · · · · · ·Furthermore, if the Commission finds that a fee

18· ·is warranted or necessary, we would like them to remedy

19· ·that inequity in its order rather than allow the inequity

20· ·to continue through the duration of the task force

21· ·process.

22· · · · Q.· ·Does that conclude your summary?

23· · · · A.· ·Yes.

24· · · · · · ·MR. OLSEN:· Mr. Mangelson is available for

25· ·cross-examination.
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·1· · · · · · ·CHAIRMAN LAVAR:· Ms. Clark?

·2· · · · · · ·MS. CLARK:· The Company has no

·3· ·cross-examination for Mr. Mangelson.

·4· · · · · · ·CHAIRMAN LAVAR:· And, Ms. Schmid?

·5· · · · · · · · · · · CROSS-EXAMINATION

·6· ·BY MS. SCHMID:

·7· · · · Q.· ·Thank you.· I have just a couple.

·8· · · · · · ·In your rebuttal testimony, you state that the

·9· ·Office opposes the Division's recommendation that the

10· ·Commission limit its current order to a finding that a

11· ·rate for fee is necessary and delegate the determination

12· ·of such a fee to a task force.

13· · · · · · ·That's on page four, lines 74 through 77

14· ·of your rebuttal.· Did I read that correctly?

15· · · · A.· ·I believe so.

16· · · · Q.· ·Do you understand that the Division is now

17· ·recommending that the Commission issue an order charging

18· ·transportation service customers for the 1.7 million

19· ·on a flat fee basis?

20· · · · A.· ·I do understand that that has been put forth

21· ·in Mr. Wheelwright's surrebuttal.

22· · · · · · ·MS. SCHMID:· Thank you.· That's all my

23· ·questions.

24· · · · · · ·CHAIRMAN LAVAR:· Nothing else?· Okay.

25· · · · · · ·Mr. Dodge?
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·1· · · · · · ·MR. DODGE:· No questions.

·2· · · · · · ·CHAIRMAN LAVAR:· Mr. Cook?

·3· · · · · · ·MR. COOK:· No questions.

·4· · · · · · ·CHAIRMAN LAVAR:· Mr. Williams?

·5· · · · · · ·MR. WILLIAMS:· No questions.

·6· · · · · · ·CHAIRMAN LAVAR:· Okay.· Thank you.· Oh.

·7· ·I'm sorry.· Commissioner White?

·8· · · · · · ·COMMISSIONER WHITE:· No.

·9· · · · · · ·CHAIRMAN LAVAR:· Commissioner Clark?

10· · · · · · ·COMMISSIONER CLARK:· We're the potted plants.

11· ·I have no questions.

12· · · · · · ·CHAIRMAN LAVAR:· I have none.· Thank you,

13· ·Mr. Mangelson.· Would this be an appropriate time,

14· ·Mr. Olsen, for a break?

15· · · · · · ·MR. OLSEN:· It strikes me that it would.

16· ·I suspect we'll be more than five minutes.· So, perhaps

17· ·it will be a good time.

18· · · · · · ·CHAIRMAN LAVAR:· Okay.· Shall we take a lunch

19· ·break until 1:00 p.m.?· Any objection to that?

20· · · · · · ·(No verbal response)

21· · · · · · ·CHAIRMAN LAVAR:· We'll be in recess.

22· ·Thank you.

23· · · · · · ·(Lunch recess 12:50 p.m. to 1:01 p.m.)

24· · · · · · ·CHAIRMAN LAVAR:· We are back on the record.

25· ·We'll go with Mr. Olsen.
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·1· · · · · · ·MR. OLSEN:· Thank you.· The Office would like

·2· ·to call Jerome Mierzwa.

·3· · · · · · ·CHAIRMAN LAVAR:· MR. Mierzwa, do you swear to

·4· ·tell the truth?

·5· · · · · · ·THE WITNESS:· Yes, I do.

·6· · · · · · · · · · · ·JEROME MIERZWA,

·7· · · · · · · ·having first been duly sworn, was

·8· · · · · · · ·examined and testified as follows:

·9· · · · · · · · · · · DIRECT EXAMINATION

10· ·BY MR. OLSEN:

11· · · · Q.· ·Mr. Mierzwa, would you please state your full

12· ·name for the record, please?

13· · · · A.· ·My name is Jerome B. Mierzwa.· The last name

14· ·is spelled M-i-e-r-z-w-a.

15· · · · Q.· ·And for whom are you employed?

16· · · · A.· ·I am employed by Exeter Associates, Inc.

17· · · · Q.· ·And why are you here today?

18· · · · A.· ·To present testimony on behalf of the Office

19· ·of Consumer Services.

20· · · · Q.· ·Did you prepare or cause to be prepared direct

21· ·testimony filed on July 21st, 2015 in this proceeding?

22· · · · A.· ·Yes.· That was my amended testimony.

23· · · · Q.· ·And did you also prepare or cause to be

24· ·prepared surrebuttal testimony filed on August 14th,

25· ·2015?
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·1· · · · A.· ·Yes, I did.

·2· · · · Q.· ·Do you have any -- the one amendment that came

·3· ·in officially on the direct testimony, do you have any

·4· ·further amendment to either of those?

·5· · · · A.· ·Not that I'm aware of.

·6· · · · Q.· ·And if I were to ask you all the questions in

·7· ·those documents, would your answers still be the same?

·8· · · · A.· ·Yes, they would.

·9· · · · · · ·MR. OLSEN:· Your Honor, we would ask that they

10· ·be submitted.

11· · · · · · ·CHAIRMAN LAVAR:· Any opposition from anyone?

12· · · · · · ·MS. CLARK:· No.

13· · · · · · ·MS. SCHMID:· None from the Division.

14· · · · · · ·CHAIRMAN LAVAR:· Okay.· They'll be admitted.

15· · · · · · ·(Exhibit OCS 1D and Exhibit OCS 1S

16· ·marked and admitted)

17· ·BY MR. OLSEN:

18· · · · Q.· ·Do you have a summary?

19· · · · A.· ·Yes.· I have a summary of my direct testimony.

20· ·In my direct testimony filed on behalf of the Office

21· ·of Consumer Services as amended on July 21st, 2015,

22· ·I described a proposal of Questar Gas Company to assess

23· ·transportation customers a charge of 19.064 cents per

24· ·dekatherm of daily imbalances between nominated volumes

25· ·and usage that exceeds five percent.
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·1· · · · · · ·And that indicated I was in general agreement

·2· ·with the Company's proposal.· I then responded to the

·3· ·testimony of several intervening parties who also

·4· ·presented direct testimonies in this proceeding.

·5· · · · · · ·In responding to the intervening parties,

·6· ·I disagreed with a proposal to establish a workshop

·7· ·process to address the proposed charge.

·8· · · · · · ·I also disagree with a number of proposals

·9· ·to modify the calculation of the charge.· I then noted it

10· ·was common for gas utilities to assess balancing charges

11· ·and that Questar Gas currently assessed no such charge.

12· · · · · · ·Finally, I noted that an alternative to

13· ·assessing a charge on daily imbalances greater than five

14· ·percent, the company could adopt a volumetric balancing

15· ·charge which I calculated at 3.657 cents per dekatherm.

16· · · · Q.· ·Does that conclude your summary?

17· · · · A.· ·Yes, it does.

18· · · · · · ·MR. OLSEN:· Mr. Mierzwa is available for

19· ·cross-examination.

20· · · · · · ·CHAIRMAN LAVAR:· Okay.· Ms. Clark?

21· · · · · · ·MS. CLARK:· The Company has no cross.

22· · · · · · ·CHAIRMAN LAVAR:· Okay.· Ms. Schmid?

23· · · · · · ·MS. SCHMID:· The Division has no cross.

24· · · · · · ·CHAIRMAN LAVAR:· Okay.· Mr. Dodge?

25· · · · · · · · · · · CROSS-EXAMINATION
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·1· ·BY MR. DODGE:

·2· · · · Q.· ·You'll be surprised to know that

·3· ·I do.· Mr. Mierzwa, good afternoon and welcome to Utah.

·4· · · · A.· ·Good afternoon.· Thank you.

·5· · · · Q.· ·In your testimony, and you don't need to refer

·6· ·to it specifically.· I think you'll recall.· You

·7· ·basically said in your view balancing charges and issues

·8· ·depend upon the specific circumstances of each utility.

·9· · · · · · ·Is that a fair statement?

10· · · · A.· ·That's a fair assessment.

11· · · · Q.· ·Having said that, you will agree, will you not,

12· ·that in terms of a proposal to impose a daily balancing

13· ·requirement with a penalty or a charge on top of that

14· ·is fairly unusual among the utilities you're aware of,

15· ·is that a fair statement, as opposed to a balancing

16· ·charge on all volumes?

17· · · · A.· ·A balancing charge on all volumes is more

18· ·common but I wouldn't say it's unusual to assess a daily

19· ·charge.· I mean, it's not unique, certainly not unique,

20· ·but the monthly balance is more common.

21· · · · Q.· ·Of the ones that have been identified in this

22· ·docket by you and or the company, the only ones I have

23· ·located that have that kind of approach, I'd like to walk

24· ·through and see if you are familiar with them.· The first

25· ·one is Southwest Gas.
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·1· · · · · · ·I see from your resumé, you have testified

·2· ·in Southwest Gas dockets; is that correct?

·3· · · · A.· ·I don't think that -- yes.· I think I did.

·4· ·I don't think it was this century.

·5· · · · Q.· ·Believe me, I know what you're talking about.

·6· · · · · · ·Do you understand that the Southwest Gas tariff

·7· ·allows a 25 percent imbalance allowance?

·8· · · · A.· ·I have not looked at the Southwest tariff in

·9· ·years.

10· · · · Q.· ·And would it surprise you -- apparently it did

11· ·Mr. Schwarzenbach, but would it surprise you to know that

12· ·in Southwest, they allow the agents to indicate -- that

13· ·the intolerance is measured at the agent level and the

14· ·agent indicates to whom imbalance consequences should be

15· ·charged?

16· · · · A.· ·I don't know what Southwest does.· It wouldn't

17· ·surprise me.

18· · · · Q.· ·I'd like to hand you a page from the tariff and

19· ·just see if you have any reason to disagree that this is

20· ·a provision that Southwest tariff's dealing with.

21· · · · · · ·And I'll represent to you, Mr. Mierzwa,

22· ·that this was downloaded from the internet using a site

23· ·provided either by you or by the company.· I don't know

24· ·exactly who gave that site in a data response.

25· · · · · · ·And I think the Commission can take

http://www.litigationservices.com


Page 144
·1· ·administrative notice of tariffs of other utilities.

·2· ·I don't think we need to spend a lot of time on it,

·3· ·but I'd like you to just look at paragraph 6C.· And this

·4· ·is an incomplete part of the tariff.· I've got more of it

·5· ·if you want to look at it or the whole thing which is

·6· ·800-plus pages long electronically if you would.

·7· · · · · · ·But 6C indicates -- it deals with nominations,

·8· ·and then the sentence I'm focused on in the middle there

·9· ·reads -- and tell me if I read this wrong.

10· · · · · · ·"The customer or Agent must specify, prior to

11· · · · the flow day, the method to be used by the Utility

12· · · · for allocating imbalances among individual

13· · · · customers.· If the allocation method is not

14· · · · specified prior to the flow day, the Utility will

15· · · · allocate any imbalances pro rata from the Cycle 1

16· · · · Nomination."

17· · · · · · ·Did I read that correctly?

18· · · · A.· ·Yes, you did.

19· · · · Q.· ·Now, if you accept my representation that

20· ·this is from the current Southwest tariff, it would

21· ·appear that whatever the consequences of the daily

22· ·imbalance restriction Southwest imposes is dealt with

23· ·at the agent level and the agent indicates what happens

24· ·when there are consequences when there are imbalances.

25· · · · · · ·Is that how you would read that?
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·1· · · · A.· ·That is how I would read that.

·2· · · · · · ·MR. DODGE:· Another utility that -- and I guess

·3· ·I should mark this as cross X UAE 2.· And again, I would

·4· ·indicate, Mr. Chairman, that although I think you would

·5· ·take administrative notice, I'll move it be admitted as a

·6· ·cross X exhibit just for convenience.

·7· · · · · · ·CHAIRMAN LAVAR:· Any objection from any party?

·8· · · · · · ·(No verbal response)

·9· · · · · · ·CHAIRMAN LAVAR:· Okay.· It'll be admitted.

10· · · · · · ·(Cross Examination Exhibit UAE 2 marked and

11· ·admitted)

12· ·BY MR. DODGE:

13· · · · Q.· ·Another utility, and I believe you identified

14· ·this one, is Vectren.· You're familiar with a the Vectren

15· ·utility?

16· · · · A.· ·I'm familiar with the Vectren utilities.· I did

17· ·not identify Vectren as having balancing charges.

18· · · · Q.· ·Oh.· I apologize.· I think you're right.

19· ·I think it was a company.· Vectren's located in Ohio?

20· · · · A.· ·Vectren is in Indiana.

21· · · · Q.· ·Oh.· Sorry.

22· · · · A.· ·There is also a Vectren of Ohio.· There's two

23· ·Indiana companies and an Ohio company.

24· · · · Q.· ·I'm sorry.· And I should have specified.· This

25· ·is Vectren Energy Delivery of Ohio.· And again, I'm going
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·1· ·to hand you a page.· And again, I have the tariff here or

·2· ·the entire thing electronically if there's a desire for

·3· ·it.· But I'm going to hand you just one page from the

·4· ·Vectren tariff.· And I'll ask that be marked Cross X

·5· ·UAE 3.· And I'm going to start with --

·6· · · · · · ·(Cross Examination Exhibit UAE 3 marked)

·7· ·BY MR. DODGE:

·8· · · · Q.· ·Would you accept subject to check that Vectren

·9· ·imposes a 15 percent daily tolerance requirement and then

10· ·cashes out imbalances if they're in excess of that

11· ·15 percent on a commodity basis?· Are you familiar with

12· ·that, with Vectren of Ohio?

13· · · · A.· ·No.· I'm not familiar with -- I did a

14· ·management audit of Vectren Ohio something like 2006.

15· ·I don't know.· These tariffs, it looked like they were

16· ·approved in 2010.· So, I'm not familiar with --

17· · · · Q.· ·(Overlapping voices).

18· · · · A.· ·That's my estimate.· That's -- maybe a year or

19· ·two off.

20· · · · Q.· ·If you accept, again subject to check, that

21· ·they impose a daily intolerance level like the company

22· ·here is proposing and then a consequence on top of

23· ·that -- and in this case it's a commodity cashout.

24· · · · · · ·In the applicability provision of this tariff

25· ·dealing with nomination balancing, do you agree with me
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·1· ·that it reads that for purposes of nomination and

·2· ·balancing provisions, the term transporter shall mean

·3· ·pool operator and non-pooling transportation customer?

·4· · · · A.· ·I'm sorry.· Where are you?

·5· · · · Q.· ·At the very top of this page under

·6· ·applicability, the second sentence in that.· In other

·7· ·words, for the balancing and nominating provisions of

·8· ·Vectren, they define transporter as either the pool

·9· ·operator or a non-pooling transportation customer.

10· · · · · · ·Do you see what I'm referring to?

11· · · · A.· ·I'm sorry.· Top paragraph?

12· · · · Q.· ·Yeah.· Did I hand you the right page?

13· ·It says applicability at the very top?

14· · · · A.· ·No.· I got Daily Balancing Provision.

15· · · · Q.· ·Shoot.· I copied the wrong page.· I'm sorry.

16· ·That's my fault.· I'm sorry.· I'm going to hand you --

17· ·I apologize to the rest of you.· Maybe at a break I can

18· ·make copies.· I think I gave Mr. Wheelwright the wrong --

19· ·it got sided, this page.· The copy, I have it two sided.

20· · · · · · ·With your indulgence, Mr. Chairman, I'll ask

21· ·him a question on it and then provide copies and we can

22· ·get them before cross-examination or further examination

23· ·if people want to.· But under the applicability at the

24· ·top of that page --

25· · · · A.· ·I still -- I think I still have the wrong page.
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·1· · · · · · ·(Discussion off the record)

·2· ·BY MR. DODGE:

·3· · · · Q.· ·Okay.· I'm going to hand you mine.· I'm sorry.

·4· ·I've really messed this up.· I know I have a couple more

·5· ·copies of it somewhere.

·6· · · · · · ·So, if you'll read the second paragraph under

·7· ·the applicability sentence paragraph of that tariff.

·8· · · · A.· ·I've read it.

·9· · · · Q.· ·If you'd read it out loud, please.

10· · · · A.· ·"For the purposes of these nomination and

11· · · · balancing provisions only, the term transporter

12· · · · shall mean pool operator and non-pooling

13· · · · transportation customer."

14· · · · Q.· ·Is it your understanding that Vectren of Ohio

15· ·allows pools?

16· · · · A.· ·This is what the tariff would indicate.

17· · · · Q.· ·And that the balancing and nomination

18· ·requirements are allowed at the pooling level if you're

19· ·a member of the pool?

20· · · · A.· ·That's what the tariff says.

21· · · · Q.· ·Now, I'm going to get this right eventually.

22· · · · · · ·You testified I believe that another utility,

23· ·National Fuel, also has a daily imbalance requirement

24· ·for one of its schedules; is that right?

25· · · · A.· ·Yes.
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·1· · · · Q.· ·And that's referred to as DTS or daily

·2· ·transportation service?· Or is that -- I'm sorry.· That's

·3· ·East Ohio.· Let's get it right.

·4· · · · · · ·DMT for daily metered transportation?

·5· · · · A.· ·Yes, that's right.

·6· · · · Q.· ·And another option is monthly metered

·7· ·transportation; right?

·8· · · · A.· ·Yes, it is.

·9· · · · Q.· ·And I know you've testified a lot under --

10· ·in national Fuel proceedings; is that correct?

11· · · · A.· ·Yes, I have.

12· · · · Q.· ·So, you're probably more familiar with that

13· ·one.· But is it not the case there that if you're a

14· ·transportation customer, you can elect a monthly metered

15· ·service in which you pay a balancing charge on all

16· ·volumes you transport or you can elect a daily

17· ·transportation service, DMT, daily metered

18· ·transportation, in which you have a two-percent tolerance

19· ·on over deliveries?

20· · · · · · ·Above that, it's cashed out on a commodity

21· ·level and a zero percent tolerance on under deliveries

22· ·and under deliveries are cashed out.

23· · · · · · ·Is that relatively accurate?

24· · · · A.· ·Yeah.· Those are the options that National Fuel

25· ·provides.
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·1· · · · Q.· ·And National Fuel does allow pooling; is that

·2· ·right?

·3· · · · A.· ·Yes, they do.

·4· · · · Q.· ·And so, if I'm a member of a pool and my pool

·5· ·chooses the daily metered transportation recognizing that

·6· ·that's I think a rare schedule for customers to use with

·7· ·National Fuel --

·8· · · · A.· ·I don't think it's rare.

·9· · · · Q.· ·Is it not rare?· Their Web site, I think

10· ·Mr. Higgins -- you read Mr. Higgins' testimony where he

11· ·cited on the Web site where it says few customers will

12· ·probably choose this option?

13· · · · A.· ·The larger customers choose the option.

14· · · · Q.· ·The larger?· For those, if they do DMT and they

15· ·do it through a pool, they are allowed to have those

16· ·imbalance restrictions imposed at the pool level;

17· ·correct?

18· · · · A.· ·Correct.

19· · · · Q.· ·Now, I at least -- I at least was unable to

20· ·find any other utility of all the ones you cited to,

21· ·that has a daily restriction with a consequence for

22· ·failure to -- for exceeding that restriction, period.

23· ·Those are the only three I found that had that with

24· ·one possible exception of East Ohio Gas.

25· · · · · · ·Are you familiar with East Ohio?
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·1· · · · A.· ·Yes, I am.· I'm just trying to think if they

·2· ·changed the name.· No.· It is East Ohio still.

·3· · · · Q.· ·Is it Dominion East Ohio or what --

·4· · · · A.· ·It used to be Dominion.

·5· · · · Q.· ·I think it may be Dominion East Ohio.

·6· · · · · · ·And is it consistent with your memory that

·7· ·Dominion East Ohio or East Ohio Gas has an option rule

·8· ·service for GTS or DTS, general or daily, one of which

·9· ·has a charge on all volumes and you choose a tolerance

10· ·level, two percent, four perfect, six percent,

11· ·eight percent, and the charge is differentiated?

12· · · · · · ·Are you familiar with that?

13· · · · A.· ·Yes, I am.

14· · · · Q.· ·Or you can choose daily where you're charged

15· ·only on all imbalances over five percent.

16· · · · · · ·Are you familiar with the daily --

17· · · · A.· ·Yes.

18· · · · Q.· ·-- transportation?· So again, I would represent

19· ·to you that of all the ones that you've cited to -- and

20· ·I'll tell you, I spent hours reading them because these

21· ·tariffs are real fun to read.

22· · · · · · ·Of all the ones that you showed us, those are

23· ·the only ones I found that use an approach like the

24· ·utility's proposing here where they impose a restriction

25· ·and then a consequence on top of that.· And everyone of
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·1· ·them allowed that to be done at the pooling or an agent

·2· ·level.· Do you have any reason to disagree with that?

·3· · · · A.· ·Well, I think we also brought up Delaware Power

·4· ·and Light which provides zero balance -- zero tolerance

·5· ·and assesses charges.

·6· · · · Q.· ·Well, that's just a charge on all volumes.

·7· · · · A.· ·No, it's not.

·8· · · · Q.· ·It's not a charge on all volumes?

·9· · · · A.· ·It only charges on imbalance.· They refer to it

10· ·as excess --

11· · · · Q.· ·All imbalances.· Yes.· I'm sorry.· And in

12· ·Delaware, they allow aggregation and pooling; right?

13· · · · A.· ·Yes, they do.

14· · · · Q.· ·So, it would be a charge on the aggregated

15· ·pools imbalance, not on an individual customer?

16· · · · A.· ·Yes.· The charge is assessed on the pool.

17· · · · Q.· ·So, again, I've not located any utility in the

18· ·country that imposes a charge on imbalances greater than

19· ·a specified level, any kind of charges, that does not

20· ·also allow customers to choose a pool or an agent for

21· ·purposes of aggregating those imbalances for calculation

22· ·of penalty.· Are you familiar with one that we haven't

23· ·talked about?

24· · · · A.· ·No, I'm not, but I have not gone and checked

25· ·every tariff that I'm aware of or company that I'm aware

http://www.litigationservices.com


Page 153
·1· ·of.

·2· · · · Q.· ·It's true, is it not, Mr. Mierzwa, that many of

·3· ·the utilities that you are familiar with and in which in

·4· ·dockets of which you've testified that deal with charging

·5· ·transportation customers for balancing services, that in

·6· ·many of those, the LVC purchases upstream services both

·7· ·for their transportation customers and for their general

·8· ·service or their sales customers and then allocates the

·9· ·costs among them in some manner.

10· · · · · · ·Is that a fair statement?

11· · · · A.· ·Some of them do that, yes.

12· · · · Q.· ·Isn't that most of them that you've testified

13· ·about or that you indicated in your daily request

14· ·response?

15· · · · A.· ·It's a fair percentage.· It's probably most but

16· ·I don't know if it's 50-50, 60-40.· Something like that.

17· · · · Q.· ·And isn't true that in most of those cases,

18· ·the goal in -- the process in a rate case is to identify

19· ·the portion of the upstream services that were purchased

20· ·specifically for the transportation customers and

21· ·allocate those costs and other costs for the services

22· ·that were purchased for sales customers?

23· · · · A.· ·Those costs -- those allocations are examined

24· ·at purchase cost -- purchase gas cost proceedings.

25· · · · Q.· ·Right.· My point is -- well, let me not say
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·1· ·that.· Isn't it accurate that in cases that you've

·2· ·testified in on daily balancing charges, your testimony

·3· ·is typically aimed at identifying those upstream services

·4· ·that the LDC has specifically contracted for for the

·5· ·benefit of transportation customers as opposed to other

·6· ·customers and allocating those costs based on for whom

·7· ·they were incurred?

·8· · · · A.· ·That's what I generally testify in balancing

·9· ·charges, yes.

10· · · · · · ·MR. DODGE:· And consistent with that, I'm going

11· ·to hand you one more exhibit that I'll ask to have

12· ·marked, if I may approach.

13· · · · · · ·CHAIRMAN LAVAR:· Yes.

14· · · · · · ·(Cross Examination Exhibit UAE 4 marked)

15· ·BY MR. DODGE:

16· · · · Q.· ·I'll ask to have marked as Cross Examination

17· ·Exhibit UAE 4.· And I'll indicate that these are the

18· ·cover page and then one page out of the four pieces

19· ·of testimony that you provided to us in response to a

20· ·daily request, your testimony in various dockets.

21· · · · · · ·And I'll ask you to turn -- and I hope yours

22· ·are in the same order mine are in.

23· · · · · · ·The first page of mine is National Fuel,

24· ·your direct testimony March 6, 2015; is that correct?

25· · · · A.· ·Yes, it is.
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·1· · · · Q.· ·Okay.· If you'll turn to the back which is

·2· ·page five of your testimony, I'll read the first answer,

·3· ·the Q on line two is:

·4· · · · · · ·"How does NFGD determine the amount of

·5· ·interstate pipeline capacity to reserve?

·6· · · · · · ·Your answer was:

·7· · · · · · ·"NFGD reserves capacity sufficient to meet the

·8· · · · anticipated design day requirements of its PGC sales

·9· · · · customers, Choice transportation customers and the

10· · · · balancing requirements of Monthly Metered

11· · · · Transportation, ('MMT') and Daily Metered

12· · · · Transportation ('DMT') customers."

13· · · · · · ·I'm going to pause there and indicate again,

14· ·in this context, National Fuel expressly reserves

15· ·upstream capacity in order to provide balancing services

16· ·for all those transportation classes; right?

17· · · · A.· ·Yes.· And that would be the capacity that the

18· ·transportation customers were using for balancing

19· ·service.

20· · · · Q.· ·Right.· And they wouldn't have purchased them

21· ·if they didn't have those balancing requirements.· They

22· ·would have purchased less of those services; right?

23· · · · · · ·In other words, they look at the design day

24· ·needs of all their customers and contract for that amount

25· ·of capacity, not just for the capacity needed for the
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·1· ·design day of the gas supply customers; correct?

·2· · · · A.· ·That's correct.

·3· · · · Q.· ·If you'll turn the page, this is your direct

·4· ·testimony, again, if it's in the right order, in

·5· ·Chesapeake Utilities in Delaware, December 15, 2014.

·6· · · · · · ·If you'll turn to page eight of that, the top

·7· ·question on that line six are there aspects of the

·8· ·company's amended application with which you agree, you

·9· ·start with:

10· · · · · · ·"A, yes, I agree with Chesapeake's proposal

11· · · · to release excess upstream pipeline capacity into

12· · · · the open market."

13· · · · · · ·And then it's the next sentence, two sentences,

14· ·that I want to focus on:

15· · · · · · ·"I also agree with the Company's proposal

16· · · · to assess GS, EGS, MVS, and EMVS transportation

17· · · · customers a balancing charge.· This is appropriate

18· · · · because the Company is required to maintain

19· · · · interstate pipeline capacity to meet the design day

20· · · · balancing requirements of these customers."

21· · · · · · ·Now, my question is, that distinguishes,

22· ·like National Fuel, the one we just looked at -- this is

23· ·distinguished from the circumstance here where the

24· ·utility has testified it does not reserve any additional

25· ·upstream capacity in order to provide balancing services
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·1· ·for these customers.

·2· · · · · · ·In other words, it has testified it would need

·3· ·the same regardless.· It's just that it's there and being

·4· ·used.· Do you agree that that's a distinguishing

·5· ·characteristic between the Chesapeake situation and here?

·6· · · · A.· ·Yes, it is.· And it's still a service -- if the

·7· ·company wasn't buying any additional capacity, they would

·8· ·still be providing some sort of balancing service that

·9· ·was being used by the transportation customers.

10· · · · Q.· ·I understand that's the argument, but I'm

11· ·trying to point out your testimony where you supported

12· ·balancing charges.· At least all the ones I looked at

13· ·all are in the context of identifying a portion of the

14· ·upstream services purchased for the benefit of

15· ·transportation customers, not where they were all

16· ·purchased for the benefit of the GS but there's some gas

17· ·service customers but that there's some argument that

18· ·they are being used by them, so they ought, in fairness,

19· ·allocate them a charge.

20· · · · · · ·You've never testified in a docket like that,

21· ·have you, other than this one?

22· · · · A.· ·I don't recall.· I've not gone back and looked

23· ·at each one but I just don't recall ever doing so.

24· · · · Q.· ·I can represent, of the ones you supplied me,

25· ·I couldn't find anything like that.· I found these where
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·1· ·you're directly assigning the costs of services purchased

·2· ·for transportation as opposed to coming up with a way to,

·3· ·in fairness, charge someone for using the service

·4· ·purchased for someone else.· I'll just quickly go through

·5· ·the last two.· The last two are -- the next one, is it

·6· ·pronounced UGI?· U-G-I?

·7· · · · A.· ·UGI.

·8· · · · Q.· ·UGI Utilities.· And this is in Pennsylvania,

·9· ·March 1994.· If you'll turn to the testimony on the back,

10· ·page 19, you indicate, beginning on line five, this is a

11· ·slightly different issue beginning on -- the sentence

12· ·that begins on line five:

13· · · · · · ·"UGI's larger interstate pipeline suppliers,

14· · · · specifically Texas Eastern Transmission and

15· · · · Transcontinental Gas Pipe Line, permit positive

16· · · · and negative daily imbalance tolerances of

17· · · · 10 percent for basic transcription service.

18· · · · · · ·"Therefore, positive daily imbalance tolerances

19· · · · on the UGI system should be limited to 10 percent,

20· · · · and a penalty assessed for positive imbalances

21· · · · which exceed 10 percent.

22· · · · · · ·"This would result in the imposition of the

23· · · · same balancing requirements on UGI's transportation

24· · · · customers as is placed on UGI by its interstate

25· · · · pipeline suppliers."
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·1· · · · · · ·Did I read that correctly?

·2· · · · A.· ·Yes, you did.

·3· · · · Q.· ·Now, in that context, because the upstream

·4· ·pipeline imposed a ten percent tolerance, you suggested

·5· ·that the charges should be imposed on the balances

·6· ·in excess of ten percent; correct?

·7· · · · A.· ·Yeah.· This testimony was 1994.· It was 20

·8· ·years ago, but I think in this situation, I don't believe

·9· ·the utility was assessed any charges from the interstate

10· ·pipeline for any, you know, once you exceed the

11· ·imbalance.· And this -- and no-notice service kicks in

12· ·right away on Questar.· I don't believe that it was the

13· ·case for UGI.

14· · · · Q.· ·They may not have had no notice is what you're

15· ·saying?

16· · · · A.· ·No.· I'm saying there was no charge for --

17· ·the utility didn't start incurring charges at --

18· ·imbalance for one dekatherm.

19· · · · Q.· ·Well, and nor do they on Questar Pipeline if

20· ·you're transportation customers.· There's a five percent

21· ·intolerance; right?

22· · · · A.· ·If you're a direct customer.

23· · · · Q.· ·Yes.· So, wouldn't that be consistent with your

24· ·testimony in '94 -- and the principles stay the same even

25· ·though it's many years ago, that because Questar Pipeline
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·1· ·allows a five percent tolerance, the penalties ought to

·2· ·be imposed only for imbalances in excess of that.

·3· · · · A.· ·Well, again, this is 20 years ago, and I don't

·4· ·think the utility incurred any charges which is different

·5· ·than here.

·6· · · · Q.· ·Nor do they here for transportation customers.

·7· ·They buy that, all of the no notice for sales customers.

·8· · · · A.· ·No.· But the utility is assessed a charge

·9· ·if the transportation customer's out of balance.

10· · · · Q.· ·Not if it's the first five percent if it's on

11· ·an individual customer basis.

12· · · · A.· ·No.· I'm talking about the utility being

13· ·assessed the charge.

14· · · · · · ·MS. CLARK:· I'm going to object to the

15· ·underlying supposition to the question because I think

16· ·it mischaracterizations testimony given earlier today.

17· ·BY MR. DODGE:

18· · · · Q.· ·Okay.· I'll move on.· The next page is your

19· ·testimony in 2010, Equitable Gas Company, also

20· ·Pennsylvania; right?· And again, on the question

21· ·on line 15, page five was:

22· · · · · · ·"Does Equitable reserve pipeline capacity

23· · · · to meet the requirements of all of its customers?"

24· · · · · · ·You're your answer was:

25· · · · · · ·"No.· Equitable reserves sufficient capacity
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·1· · · · to meet the design peak day requirements of its

·2· · · · PGC sales customers and small transportation

·3· · · · customers participating in the Company's

·4· · · · customer choice program."

·5· · · · · · ·That's where customers can then be

·6· ·transportation customers in a pool; correct?

·7· ·Customer choice.· They get to choose their supplier?

·8· · · · A.· ·A customer choice program is a program where

·9· ·residential customers become transportation customers.

10· · · · Q.· ·That's what I mean.· That's what I was trying

11· ·to say.· They get to join the pool and choose their

12· ·supplier; right?

13· · · · A.· ·They don't join a pool.· They select a

14· ·supplier.· The supplier is the pooling agent.

15· · · · Q.· ·Right.· Yeah.· It is a pool; right?

16· · · · · · ·The customer --

17· · · · A.· ·The customer doesn't select the pool.

18· ·The customer selects the supplier.

19· · · · Q.· ·They select the supplier and the supplier

20· ·is the pool?

21· · · · A.· ·Right.

22· · · · Q.· ·And then it goes on:

23· · · · · · ·"Larger transportation customers are generally

24· · · · responsible for securing their own capacity;

25· · · · however, Equitable does reserve capacity to meet
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·1· · · · the balancing and standby service requirements

·2· · · · of larger transportation customers."

·3· · · · · · ·So, you go on to say, even though they're

·4· ·responsible for their own transportation which is the

·5· ·same situation in Utah, that they should be assigned some

·6· ·charges because Equitable reserves capacity specifically

·7· ·to meet their needs in terms of standby imbalancing.

·8· · · · · · ·Again, the question I'm asking is, you

·9· ·acknowledge, do you not, that those circumstances are

10· ·different than here where the company has testified

11· ·it would reserve the exact same amount of no notice,

12· ·storage, and transportation capacity for its sales

13· ·customers even if they had not one transportation

14· ·customers?

15· · · · A.· ·Yes.· The circumstances are different.

16· ·Questar does not reserve capacity for transportation

17· ·customers.

18· · · · Q.· ·So, maybe a different analysis on the fairness

19· ·of a rate ought to be employed, don't you think, than

20· ·what you might do in the typical cost allocation?

21· · · · A.· ·Well, I've not assigned a specific package of

22· ·capacity to transportation customers in this proceeding.

23· · · · Q.· ·And then lastly, Mr. Mierzwa, on lines 69 and

24· ·70 of your surrebuttal, and you can turn there if you'd

25· ·like.· I said that -- actually, I'm going to ask one
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·1· ·question before that and if I've already asked it and

·2· ·you've answered it, feel free to tell me because

·3· ·I honestly don't remember.

·4· · · · · · ·Of the utilities you are familiar with that

·5· ·assess some kind of a balancing charge to transportation

·6· ·customers, is it a fair statement that virtually all of

·7· ·them allow pooling for nomination, balancing, and other

·8· ·purposes?

·9· · · · A.· ·Yes.· Most of them allow pooling.

10· · · · Q.· ·Okay.· Now, back to the question I was going

11· ·to ask.· Are you advocating in lines 69 and 70 that the

12· ·commission impose a charge now even if it may be too high

13· ·to make up for what you think is the failure to charge

14· ·in the past, failure to charge for these services

15· ·in the past?

16· · · · A.· ·That would not be unreasonable.

17· · · · Q.· ·Do you in states you've testified in not have a

18· ·concept of retroactive ratemaking?

19· · · · A.· ·It's not retroactive ratemaking.· The charges

20· ·would not be assessed on past usage which is what

21· ·retroactive ratemaking entails.· Retroactive ratemaking

22· ·is not based on future activity.

23· · · · Q.· ·I'm not going to get into a legal argument

24· ·with you because you're not a lawyer; right?

25· · · · A.· ·No, I'm not.
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·1· · · · Q.· ·And you're probably not familiar with law,

·2· ·but is it your position that retroactive ratemaking only

·3· ·applies, your understanding, when you charge for

·4· ·future -- for past uses without charging it into the

·5· ·future?· I mean, I'm trying to understand what you're

·6· ·saying.· If someone says, gosh, we should have charged

·7· ·you a hundred dollars more last year, so we're going

·8· ·to charge it on your future dekatherms, to you,

·9· ·is that not retroactive ratemaking?

10· · · · A.· ·Not if the FERC level which is where they dealt

11· ·with retroactive ratemaking was dealt with at FERC for

12· ·take or pay and where before Order 636 companies did not

13· ·purchase the gas from the suppliers that they had

14· ·promised to purchase and incurred minimum bill charges

15· ·and companies were trying to assess utilities based on

16· ·their failure to buy gas from the pipeline which would

17· ·have been considered retroactive ratemaking charges where

18· ·the take-or-pay charges were then collected in the future

19· ·from those customers but not based on past usage but

20· ·current usage.

21· · · · Q.· ·But without debating the point, is it fair to

22· ·say, you're not familiar with whether the state of Utah

23· ·may have -- the Supreme Court of Utah or this Commission

24· ·may have a retroactive ratemaking prohibition that may

25· ·differ from that?· You wouldn't know; I take it?
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·1· · · · A.· ·I would not know.

·2· · · · · · ·MR. DODGE:· Thank you.· I have no further

·3· ·questions.

·4· · · · · · ·CHAIRMAN LAVAR:· Mr. Cook?

·5· · · · · · ·MR. COOK:· No questions.

·6· · · · · · ·CHAIRMAN LAVAR:· Mr. Williams?

·7· · · · · · ·MR. WILLIAMS:· No questions.

·8· · · · · · ·CHAIRMAN LAVAR:· Mr. Olsen?

·9· · · · · · ·MR. OLSEN:· We have nothing further.

10· · · · · · ·CHAIRMAN LAVAR:· Nothing further?· Okay.

11· · · · · · ·Commissioner White?

12· · · · · · ·COMMISSIONER WHITE:· No.

13· · · · · · ·CHAIRMAN LAVAR:· Commissioner Clark?

14· · · · · · ·COMMISSIONER CLARK:· No questions.

15· · · · · · · · · · · · ·EXAMINATION

16· ·BY CHAIRMAN LAVAR:

17· · · · Q.· ·I have one.· I think this is a different

18· ·question than Mr. Dodge was just asking.

19· · · · · · ·Looking at that same section of your

20· ·surrebuttal, is it your testimony that the rate proposed

21· ·in this docket would compensate for previous years of

22· ·inequitable recovery?

23· · · · A.· ·No, I'm not.

24· · · · · · ·CHAIRMAN LAVAR:· Okay.· Thank you.

25· · · · · · ·Anything else, Mr. Olsen?
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·1· · · · · · ·MR. OLSEN:· We have no further witnesses,

·2· ·Your Honor.

·3· · · · · · ·CHAIRMAN LAVAR:· Okay.· Ms. Schmid?

·4· · · · · · ·MS. SCHMID:· The Division would like to call

·5· ·its witness, Mr. Douglas Wheelwright.

·6· · · · · · ·Could he please be sworn?

·7· · · · · · ·MR. DODGE:· Mr. Chairman, if I failed to,

·8· ·I should move the admission of those cross-examination

·9· ·exhibits.· I think I did the first one.· I may have

10· ·forgotten the next two.

11· · · · · · ·CHAIRMAN LAVAR:· Yes.· Well, I'm not sure we

12· ·have in our possession number three.

13· · · · · · ·MR. DODGE:· Oh.· I can get that for you.

14· · · · · · ·CHAIRMAN LAVAR:· Okay.· But did you want to

15· ·move for number four?

16· · · · · · ·MR. DODGE:· Yes.· I'd move for number four.

17· · · · · · ·CHAIRMAN LAVAR:· Any objections?

18· · · · · · ·MS. SCHMID:· None.

19· · · · · · ·MS. CLARK:· No objection.

20· · · · · · ·CHAIRMAN LAVAR:· Okay.· It's entered.

21· ·Thank you.

22· · · · · · ·(Cross Examination Exhibit UAE 4 admitted)

23· · · · · · ·CHAIRMAN LAVAR:· Mr. Wheelwright, do you swear

24· ·to tell the truth?

25· · · · · · ·THE WITNESS:· Yes, I do.

http://www.litigationservices.com


Page 167
·1· · · · · · ·CHAIRMAN LAVAR:· Thank you.

·2· · · · · · · · · ·DOUGLAS D. WHEELWRIGHT,

·3· · · · · · · ·having first been duly sworn, was

·4· · · · · · · ·examined and testified as follows:

·5· · · · · · · · · · · DIRECT EXAMINATION

·6· ·BY MS. SCHMID:

·7· · · · Q.· ·Good afternoon.

·8· · · · A.· ·Good afternoon.

·9· · · · Q.· ·Could you please state your full name,

10· ·employer, title, and business address for the record?

11· · · · A.· ·Yes.· My name is Douglas D. Wheelwright.

12· ·I'm employed by the Division of Public Utilities as a

13· ·technical consultant.· My business address is 160 East

14· ·300 South here in Salt Lake City.

15· · · · Q.· ·On behalf of the Division in connection with

16· ·your employment, have you participated in this docket?

17· · · · A.· ·Yes, I have.

18· · · · Q.· ·Could you please briefly describe your

19· ·participation?

20· · · · A.· ·I've reviewed the information as filed by the

21· ·Company and the testimony of the intervening parties.

22· · · · Q.· ·Did you also prepare or cause to be prepared

23· ·under your direction which has been premarked as

24· ·DPU Exhibit 1.0D the prefiled -- your direct prefiled

25· ·testimony?· And that was filed on July 2nd, 2015;
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·1· · · · · · ·And also your surrebuttal testimony marked for

·2· ·identification as DPU Exhibit 1.0SR and that was filed

·3· ·on August 14th, 2015?

·4· · · · A.· ·Yes, I did.

·5· · · · Q.· ·Do you have any changes or directions

·6· ·corrections?

·7· · · · A.· ·No, I don't.

·8· · · · Q.· ·If I were to ask you the same questions as are

·9· ·in your testimonies today, would your answers be the

10· ·same?

11· · · · A.· ·Yes, they would.

12· · · · Q.· ·Do you have a summary to present?

13· · · · A.· ·Yes, I do.

14· · · · · · ·MS. SCHMID:· But before we go to there, I'd

15· ·like to move for the admission of DPU Exhibit 1.0D and

16· ·DPU Exhibit 1.0SR and any exhibits attached thereto.

17· · · · · · ·CHAIRMAN LAVAR:· Any objection from any party?

18· · · · · · ·(No verbal response)

19· · · · · · ·CHAIRMAN LAVAR:· They're admitted.

20· ·Thank you.

21· · · · · · ·(DPU Exhibit 1.0D and DPU Exhibit 1.0SR

22· ·marked and admitted)

23· ·BY MS. SCHMID:

24· · · · Q.· ·Please proceed.

25· · · · A.· ·Good afternoon, commissioners.
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·1· · · · · · ·In the company's filing, there are two main

·2· ·objectives to consider in this docket.· First, the

·3· ·Company is seeking to assign costs to transportation

·4· ·customers for the supplier non-gas services that are used

·5· ·on the Questar Gas system.

·6· · · · · · ·Second, the Company would like to improve the

·7· ·nomination process so the gas nominations for each

·8· ·customer are more closely aligned with the actual usage.

·9· · · · · · ·Issues surrounding the proper the nomination of

10· ·natural gas by transportation customers and their agents

11· ·has been a concern in previous dockets and continues

12· ·to be a concern to the Company.

13· · · · · · ·There are approximately 300 customers that have

14· ·chosen to contract for transportation services.· While

15· ·the number of transportation customers is relatively

16· ·small, the volume of gas used by these customers

17· ·represents approximately 25 percent of the total annual

18· ·volume on the Questar Gas system with volumes heavily

19· ·weighted toward the larger customers.

20· · · · · · ·Small customers in this class have an annual

21· ·usage as low as 2500 dekatherms per year, while the

22· ·largest customer uses 6.6 million dekatherms per year.

23· · · · · · ·The ten largest customers account for

24· ·approximately 58 percent of the total volume and the

25· ·largest 40 customers represent approximately 80 percent
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·1· ·of the transportation volume.

·2· · · · · · ·The remaining 260 customers in this class

·3· ·represent only 20 percent of the total volume.

·4· · · · · · ·The Company is asking for Commission approval

·5· ·to allocate approximately $1.7 million in SNG costs to

·6· ·the customers using transportation services.· The 1.7

·7· ·million does not appear to be excessive given the large

·8· ·volume of gas that transportation customers bring to the

·9· ·Questar system and the use of these balancing services.

10· · · · · · ·If Commission finds that the allocation of

11· ·these costs to transportation customers is appropriate,

12· ·the next question is whether to collect this charge

13· ·through a flat volumetric rate on all transportation

14· ·customers or through the allocation process proposed

15· ·by the Company.· Both options will collect the same

16· ·amount but the impact to individual customers is

17· ·quite different.

18· · · · · · ·Large volume customers will be allocated a

19· ·greater portion of the charge under the flat volumetric

20· ·rate while smaller customers will be allocated a greater

21· ·portion of the charge under the Company's proposed

22· ·calculation.

23· · · · · · ·The second stated goal is to approve the

24· ·accuracy of the nomination process.· The nomination

25· ·process requires each customer or each customer's agent
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·1· ·to estimate and schedule the amount of gas to be needed

·2· ·in advance of the actual burn day.

·3· · · · · · ·Realtime factors such as weather conditions

·4· ·or manufacturing changes can impact the accuracy of the

·5· ·forecast requirement.· While the nominations are

·6· ·estimated in advance, the actual measurement of the

·7· ·volume used or the gas measured at the meter is not

·8· ·available from the Company until at least one day

·9· ·after the gas has already been used.

10· · · · · · ·This process of bringing gas to the Questar Gas

11· ·system based on estimated usage will always have some

12· ·degree of error and will require some degree of

13· ·allowance.· Based on the Division's review of the

14· ·historical nomination and usage information, it is

15· ·apparent that in many instances the daily nominations

16· ·do not match the actual usage amounts on an individual

17· ·customer basis.

18· · · · · · ·In many cases, marketing companies appear to be

19· ·entering nominations at the marketing company level or

20· ·adjusting the nominations for one customer in order to

21· ·balance the nominations and usage for multiple customers.

22· · · · · · ·One possible remedy to improve the nomination

23· ·process would be to better utilize the provisions already

24· ·included in the company's tariff.

25· · · · · · ·Section 5.09 of the company's tariff currently
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·1· ·identifies a plus or minus five percent as the daily

·2· ·imbalance tolerance window for each customer nomination.

·3· · · · · · ·If nominations are outside the allowed

·4· ·tolerance, the existing tariff allows the Company to

·5· ·impose restrictions.· These restrictions may be applied

·6· ·on a system-wide basis, a nominating-party by

·7· ·nominating-party basis, a customer-by-customer basis,

·8· ·or on a geographic area basis.

·9· · · · · · ·It is the Division's recommendation that the

10· ·existing tariff could be better utilized to identify

11· ·and possibly restrict individual customers or marketing

12· ·companies that may not be in compliance with the allowed

13· ·tolerance limits.

14· · · · · · ·With the current marketing price -- the current

15· ·market price of natural gas, there will continue to be

16· ·an economic incentive for customers to utilize

17· ·transportation services.

18· · · · · · ·Given the diverse nature and the increase

19· ·in the number of the customers using transportation

20· ·services, the Division would support the creation of a

21· ·task force or a working group to review and further

22· ·refine the supplier non-gas costs that would be assigned

23· ·to this class and to address other issues relating to

24· ·transportation customers.

25· · · · · · ·While a working group may not come to a
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·1· ·consensus opinion all the issues, it would be helpful

·2· ·to continue the dialogue on ways to improve the

·3· ·nomination process and possibly find mutually beneficial

·4· ·solutions to these ongoing issues.

·5· · · · · · ·At the conclusion of the working group, a

·6· ·summary report will be provided to the Commission and

·7· ·other parties would be allowed to provide comments.

·8· · · · · · ·In summary, the Division agrees with the

·9· ·Company that transportation customers should pay for the

10· ·services that are being used.

11· · · · · · ·The calculated $1.7 million does not appear

12· ·to be excessive and will be credited to sales customers

13· ·through the 191 account.

14· · · · · · ·The primary question remaining is the best way

15· ·to allocate the charge either through a flat volumetric

16· ·rate or through the calculation proposed by the Company.

17· · · · · · ·With a flat rate, the Company will collect a

18· ·fee for these services and will be required to provide

19· ·balancing service for all transportation customers.

20· · · · · · ·The Company-proposed rate will allow individual

21· ·customers and marketing companies to be more responsive

22· ·to the nomination process and could encourage customers

23· ·to balance the usage and nominations on a daily basis

24· ·in order to minimize the out-of-balance charges.

25· · · · · · ·It is unclear how many customers will try to
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·1· ·improve their nominations and how many customers will

·2· ·choose to pay the out-of-balance charges and continue

·3· ·to nominate as they have in the past.

·4· · · · · · ·As I stated before, the Division recommendation

·5· ·is that the existing tariff would be better utilized and

·6· ·identify possible restrictions on an individual customer

·7· ·or a marketing company basis.

·8· · · · · · ·And that concludes my summary.

·9· · · · Q.· ·Mr. Wheelwright, were you present in the

10· ·hearing room when Chair Lavar denied the motion to strike

11· ·the surrebuttal testimony of Michael McGarvey but

12· ·indicated that the Office and the Division would be

13· ·allowed to address that surrebuttal testimony?

14· · · · A.· ·Yes, I was here.

15· · · · Q.· ·Do you have any statements to make on that

16· ·testimony?

17· · · · A.· ·No.

18· · · · · · ·MS. SCHMID:· Thank you.· Mr. Wheelwright is now

19· ·available for cross-examination and questions from the

20· ·Commission.

21· · · · · · ·CHAIRMAN LAVAR:· Ms. Clark?

22· · · · · · ·MS. CLARK:· The Company has no questions for

23· ·Mr. Wheelwright.

24· · · · · · ·CHAIRMAN LAVAR:· Mr. Olsen?

25· · · · · · · · · · · CROSS-EXAMINATION
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·1· ·BY MR. OLSEN:

·2· · · · Q.· ·We just have one.· I thought I'd clarify

·3· ·if I can, Mr. Wheelwright.· It appears on earlier

·4· ·cross-examination that the statement was made that

·5· ·you were no longer supporting -- and maybe I understood

·6· ·misunderstood this, that you were no longer supporting

·7· ·the workgroup.· Perhaps I misunderstood that.

·8· · · · · · ·Is it your testimony that you are --

·9· · · · A.· ·I think a workgroup would be beneficial to all

10· ·parties.

11· · · · · · ·MR. OLSEN:· Okay.· Thank you.· I must have

12· ·misunderstood.· Thank you.

13· · · · · · ·CHAIRMAN LAVAR:· Anything else, Mr. Olsen?

14· · · · · · ·MR. OLSEN:· No.

15· · · · · · ·CHAIRMAN LAVAR:· Mr. Dodge?

16· · · · · · · · · · · CROSS-EXAMINATION

17· ·BY MR. DODGE:

18· · · · Q.· ·Thank you, Mr. Chairman.

19· · · · · · ·Mr. Wheelwright, good afternoon.

20· · · · A.· ·Good afternoon.

21· · · · Q.· ·Just a couple of quick questions.

22· · · · · · ·The Division has not done an analysis to

23· ·determine what it believes would be a reasonable revenue

24· ·requirement that should be imposed upon transportation

25· ·customers for the use of these services; correct?
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·1· · · · · · ·You've said in your rebuttal, your surrebuttal,

·2· ·you said you don't think the 1.7 is necessarily

·3· ·unreasonable.· You've not done an analysis to say

·4· ·what would be reasonable; have you?

·5· · · · A.· ·No.· We've not done our own independent

·6· ·analysis.· We relied on information provided by the

·7· ·Company.

·8· · · · Q.· ·And then secondly, you raised in your

·9· ·testimony, I think Mr. Mendenhall this morning referenced

10· ·it, the fact that by stipulation there is a six cent per

11· ·dekatherm charge imposed on the municipal transportation

12· ·rate for balancing services; is that right?

13· · · · A.· ·That's correct.

14· · · · Q.· ·And if you'd like to, that's on page four of

15· ·your surrebuttal where you talk about that.· You quote

16· ·from the stipulation that approved the adoption of that

17· ·rate.· It's a fair statement, is it not, that, A, in the

18· ·stipulation itself it says there's no agreement on

19· ·whether that's a cost-based rate?

20· · · · A.· ·Yes, that's correct.

21· · · · Q.· ·So, reliance upon that in this docket would be

22· ·reliance upon something that's never been found to be

23· ·cost based?

24· · · · A.· ·Right.

25· · · · · · ·MS. SCHMID:· Objection to the extent it
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·1· ·calls for a legal conclusion.

·2· ·BY MR. DODGE:

·3· · · · Q.· ·Well, yeah.· Without trying to call for a

·4· ·legal conclusion.· I'm not saying legally.

·5· · · · · · ·Do you think it would be reasonable to base a

·6· ·decision about what is an appropriate cost-based rate

·7· ·on a stipulation that by it's own terms there's no

·8· ·agreement that it's cost based without first analyzing

·9· ·the cost-based nature of the other charge?

10· · · · A.· ·I think it's pretty clear that in that

11· ·stipulation they said it's not cost based.· That's

12· ·what the stipulation says.

13· · · · Q.· ·And then lastly, and again, if you want to

14· ·refer to it, it says in the stipulation that it is

15· ·intended to compensate for no notice and storage service;

16· ·right?· It says nothing about transportation.

17· · · · A.· ·Can you point me to where you're referring to?

18· · · · Q.· ·Yeah.· In the stipulation.· Let me find it.

19· ·I'm sorry.· In your surrebuttal on page four.· I don't

20· ·think you have lines on it.· The stipulation says --

21· ·you've italicized and bolded:

22· · · · · · ·"QGC believes that this charge will recoup its

23· · · · estimate of the MT customer's share of the company's

24· · · · no-notice service and a portion of storage services

25· · · · they believed are used to balance the daily
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·1· · · · variation and loads between the forecasted usage

·2· · · · of MT customers and their actual usage."

·3· · · · · · ·Nowhere in there is there a reference to

·4· ·transportation; is there?

·5· · · · A.· ·No.

·6· · · · Q.· ·And if, in fact, in this docket what the

·7· ·company has said is to recoup just the no notice and

·8· ·storage cost, it would drop that revenue requirement

·9· ·as we showed on this exhibit down to about half of that

10· ·amount if the transportation component were left out

11· ·as it apparently was in the MT stipulation?

12· · · · A.· ·Well, I think you're trying to mix two things

13· ·because we're not trying -- this stipulation says it's

14· ·not cost based.· And you're trying to equate this with a

15· ·cost-based calculation.

16· · · · Q.· ·Actually, I was trying to reference the

17· ·company's own statement as to what the six cents was

18· ·intended to do in that docket.· And the quote that you

19· ·included in your testimony suggest that Questar itself

20· ·said the goal was to recoup no notice and storage.

21· · · · · · ·It said nothing about transportation; correct?

22· · · · A.· ·It didn't say anything about transportation.

23· ·That's true.

24· · · · · · ·MR. DODGE:· Thank you.· No further questions.

25· · · · · · ·CHAIRMAN LAVAR:· Thank you.· Mr. Cook?
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·1· · · · · · ·MR. COOK:· No questions.

·2· · · · · · ·CHAIRMAN LAVAR:· Mr. Williams?

·3· · · · · · · · · · · CROSS-EXAMINATION

·4· ·BY MR. WILLIAMS:

·5· · · · Q.· ·Yeah.· I have two questions and some

·6· ·clarifications here.· You say in your summary here today

·7· ·that the current market price of gas is an incentive

·8· ·for customers to become transportation customers.

·9· · · · · · ·Could you elaborate on that, what you meant

10· ·by that?

11· · · · A.· ·All I was meaning by that is the current market

12· ·price for gas is lower than the cost of service gas

13· ·produced by Wexpro.

14· · · · Q.· ·All right.· And then, secondly, you also

15· ·in your summary today, you alluded to I believe existing

16· ·tariff, I call them tools, be utilized to better

17· ·incentivize a more accurate nomination.

18· · · · · · ·Again, can you elaborate what those would be?

19· · · · A.· ·Well, one of the provisions in the tariff

20· ·allows the company to place an individual customer

21· ·or a marketing company on restriction.

22· · · · · · ·The company provided information that shows

23· ·that several customers -- I think it's been testified to

24· ·today that 80 percent of the customers have been out of

25· ·balance at any point in time, 80 percent of the
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·1· ·nominations.

·2· · · · · · ·I would envision the company could look

·3· ·at the information that's been provided, identify those

·4· ·customers or those marketing companies that have the

·5· ·greatest degree of imbalance and put those customers on

·6· ·restriction.· And if they are on restriction, they're not

·7· ·allowed to go outside that five percent tolerance.

·8· · · · · · ·MR. WILLIAMS:· That's all.· Thank you.

·9· · · · · · ·CHAIRMAN LAVAR:· Any redirect?

10· · · · · · ·MS. SCHMID:· No redirect.

11· · · · · · ·CHAIRMAN LAVAR:· Okay.· Commissioner White?

12· · · · · · ·COMMISSIONER WHITE:· No questions.

13· · · · · · ·CHAIRMAN LAVAR:· Commissioner Clark?

14· · · · · · · · · · · · ·EXAMINATION

15· ·BY COMMISSIONER CLARK:

16· · · · Q.· ·Mr. Wheelwright, I believe you were here this

17· ·morning?

18· · · · A.· ·Yes.

19· · · · Q.· ·And you then heard some references to meetings

20· ·between the utility and customers I think in early 2014

21· ·or maybe the first half of 2014 --

22· · · · A.· ·Yes.

23· · · · Q.· ·-- addressing generally at least the issues

24· ·that are presented in this docket.· And I'm just

25· ·wondering if you participated in any of those meetings.
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·1· · · · A.· ·I did participate in all of those meetings.

·2· · · · Q.· ·Is there anything in those meetings that gives

·3· ·you hope that additional workgroup activity would be

·4· ·productive?

·5· · · · A.· ·Yes.· I think additional workgroups would be

·6· ·productive.· One of the things that has been brought out

·7· ·is the increase in the number of transportation customers

·8· ·over the years.· Originally there were a handful of very

·9· ·large customers using transportation services.

10· · · · · · ·That has now changed.· We have 300 customers

11· ·using the service with a varying degree of

12· ·sophistication.· Some use -- some high-volume customers

13· ·will monitor very closely.· Others will not.

14· · · · · · ·I think the makeup of these customers has

15· ·changed and I think a good dialogue with all the parties

16· ·would be helpful.

17· · · · · · ·COMMISSIONER CLARK:· Thank you.

18· · · · · · ·CHAIRMAN LAVAR:· Thank you, Mr. Wheelwright.

19· · · · · · ·THE WITNESS:· Thank you.

20· · · · · · ·CHAIRMAN LAVAR:· Anything else, Ms. Schmid?

21· · · · · · ·MS. SCHMID:· Nothing further from the Division.

22· · · · · · ·CHAIRMAN LAVAR:· I'll ask Mr. Dodge, Mr. Cook,

23· ·and Mr. Williams, do the three of you have a consensus

24· ·for order of remaining witness?

25· · · · · · ·MR. DODGE:· We do.· I think we were going to

http://www.litigationservices.com


Page 182
·1· ·start with Mr. McGarvey with Summit and then we will go

·2· ·to Mr. Medura from CIMA.· And after that, we have Jeff

·3· ·Fishman and Kevin Higgins.· But at about 4:15, I'd like

·4· ·to do Mr. Swenson, however that fits into that order.

·5· · · · · · ·CHAIRMAN LAVAR:· Okay.· We'll go forward that

·6· ·way.· Mr. Williams?

·7· · · · · · ·MR. WILLIAMS:· I'd like to call Mr. McGarvey.

·8· · · · · · ·CHAIRMAN LAVAR:· Mr. McGarvey, do you swear

·9· ·to tell the truth?

10· · · · · · ·THE WITNESS:· I do.

11· · · · · · ·CHAIRMAN LAVAR:· Thank you.

12· · · · · · · · · · ·MICHAEL R. MCGARVEY,

13· · · · · · · ·having first been duly sworn, was

14· · · · · · · ·examined and testified as follows:

15· · · · · · · · · · · DIRECT EXAMINATION

16· ·BY MR. WILLIAMS:

17· · · · Q.· ·Mr. McGarvey, can you please identify yourself

18· ·and spell your last name?

19· · · · A.· ·My name is Michael Ryan McGarvey,

20· ·M-c-G-a-r-v-e-y.

21· · · · Q.· ·Thank you.· And are you hear in a

22· ·representative capacity?

23· · · · A.· ·I am.· I'm here representing Summit Energy.

24· · · · Q.· ·And what is the address for Summit Energy?

25· · · · A.· ·90 South Fourth West in Salt Lake City, Utah.
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·1· · · · Q.· ·Thank you.· And what is your position there?

·2· · · · A.· ·My position is to contest Questar Gas's

·3· ·proposal.

·4· · · · Q.· ·No.· As far as your job.

·5· · · · A.· ·Oh.· My job.· I am the director of natural gas

·6· ·trading and marketing for Summit Energy.

·7· · · · Q.· ·All right.· Thank you.

·8· · · · · · ·Directing your attention to the direct

·9· ·testimony and the surrebuttal testimony that was filed

10· ·on your behalf, are you familiar with those?

11· · · · A.· ·I am.

12· · · · Q.· ·Were you instrumental in the preparation?

13· ·Were they prepared by you or under your direction?

14· · · · A.· ·Yes.

15· · · · Q.· ·And if you were asked the same questions that

16· ·are contained in those documents today, would the answers

17· ·still be the same?

18· · · · A.· ·Yes.

19· · · · · · ·MR. WILLIAMS:· I propose that the direct

20· ·testimony, surrebuttal testimony of Mike McGarvey

21· ·be admitted.

22· · · · · · ·CHAIRMAN LAVAR:· Any objections from any party?

23· · · · · · ·MS. SCHMID:· None from the Division.

24· · · · · · ·MR. OLSEN:· No objections subject to our

25· ·original --
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·1· · · · · · ·CHAIRMAN LAVAR:· To your previous motion.

·2· · · · · · ·MR. OLSEN:· -- motions.

·3· · · · · · ·CHAIRMAN LAVAR:· Certainly.

·4· · · · · · ·MS. CLARK:· No objection from the Company.

·5· · · · · · ·CHAIRMAN LAVAR:· They'll be admitted.

·6· ·Thank you.

·7· · · · · · ·(Exhibit SE 1 and Exhibit SE 2 marked and

·8· ·admitted)

·9· ·BY MR. WILLIAMS:

10· · · · Q.· ·Can you briefly summarize the testimony that's

11· ·contained in those documents?

12· · · · A.· ·Yes.· My direct testimony responds to Questar

13· ·Gas's two reasons for supporting this docket.· The first

14· ·to assign costs to transportation customers for the

15· ·services they use, and second, to incentivize

16· ·transportation customers to more closely match their

17· ·nominations with their usage.

18· · · · · · ·The methodology provided by Questar Gas to

19· ·develop the revenue requirement for the services used

20· ·by transportation customers is inaccurate.

21· · · · · · ·By revenue requirement, I mean actually actual

22· ·additional transportation used, no-notice transportation

23· ·used with fuel used and storage used that Questar Gas

24· ·provides outside of what is used daily for their sales

25· ·customers to mitigate the supply activity of the
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·1· ·transportation customers.

·2· · · · · · ·Instead of identifying the actual service

·3· ·components used, Questar Gas has opted to use a formulaic

·4· ·method based upon imbalances that does not accurately

·5· ·represent the actual asset usage the TS customers are

·6· ·using during Questar Gas's test period.

·7· · · · · · ·Instead, Questar Gas's method takes the netted

·8· ·imbalance each day during the test period they've

·9· ·designed, applies a tolerance, then assumes a

10· ·theoretically used upstream component cost structure

11· ·for the remainder.· The example I provided in my direct

12· ·testimony makes this difference clear.

13· · · · · · ·On days when Questar Gas is providing supply

14· ·to its sales customers in part or entirely from storage

15· ·and while supply to the transportation service customers

16· ·is in excess of their usage, Questar Gas believes that

17· ·the excess supply is then received and transported and

18· ·injected into storage.· The cost structure reflects that.

19· · · · · · ·During the technical conference for this docket

20· ·in this example, Questar Gas would not transport --

21· ·Questar Gas admitted to not transporting this excess

22· ·supply for the transportation service customers and

23· ·instead absorbed it and just withdrew less from their

24· ·own storage accounts.

25· · · · · · ·It's important to note that the transportation
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·1· ·customers are not opposed to paying back the cost of

·2· ·services they incurred just as long as those costs

·3· ·reflect the actual costs.

·4· · · · · · ·Every cycle of every day, each dekatherm is

·5· ·accounted for in flow reports provided by pipelines and

·6· ·storage facilities.· The actual cost of services Questar

·7· ·Gas is seeking to have its transportation customers repay

·8· ·is not an approximation.· It's an exact value that can be

·9· ·found by auditing the actual activity Questar Gas has had

10· ·to perform each day during their test period.

11· · · · · · ·I ask the Commission to reject the methodology

12· ·proposed by Questar Gas because they have chosen to use

13· ·a theoretical cost structure of assets used to develop

14· ·the revenue requirement instead of the actual costs.

15· · · · · · ·I believe that using the actual asset usage

16· ·to derive the requirement would align with their stated

17· ·reason for supporting the docket: to assign costs to the

18· ·transportation customers for the services they use.

19· · · · · · ·My direct testimony then identifies reasoning

20· ·why the method with which Questar Gas seeks to apply

21· ·daily imbalance penalties to recover these costs incurred

22· ·by the transportation customers are flawed.

23· · · · · · ·Their method would apply penalties on both

24· ·sides both over and under the defined tolerance.

25· · · · · · ·My direct testimony provides an example where
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·1· ·when transportation customers positive and negative

·2· ·outside of tolerance within a penalty realm.· Each would

·3· ·be penalized when the actual event, the net impact to the

·4· ·utility would be within tolerance.

·5· · · · · · ·The concern is that there is no netting

·6· ·provision provided by Questar Gas in the application

·7· ·of daily penalties.· The customers would have exposure to

·8· ·penalties when their activity may in fact be benefiting

·9· ·the overall position on a systemic level.· If the

10· ·opposite were true, the application of these penalties

11· ·could be distributed on a pro rata basis.

12· · · · · · ·And my last point has to do with Questar Gas's

13· ·second stated reason for support of the docket is to

14· ·incentivize transportation customers to more closely

15· ·match their nominations with usage.

16· · · · · · ·Questar Gas already has the ability by imposing

17· ·OFO restrictions.· Historically, Questar Gas has only

18· ·imposed these restrictions on a system-wide basis when

19· ·in fact their tariff clearly allows for them to do it

20· ·on a supplier-by-supplier level, geographically, and

21· ·on a customer-by-customer basis.

22· · · · · · ·As Questar becomes aware of poor nomination

23· ·practices, it is entirely within their ability to take

24· ·measures to correct it.

25· · · · · · ·My testimony identifies Questar Gas's ability
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·1· ·to provide themselves with greater transparency by

·2· ·aggregating the transportation customers by suppliers

·3· ·so that Questar Gas can better determine which supplier

·4· ·is under performing and which are not.

·5· · · · · · ·Most if not all transportation customers

·6· ·themselves do not procure, nominate or balance their own

·7· ·supply.· Their suppliers do.

·8· · · · · · ·It would behoove Questar Gas to aggregate to

·9· ·the 13 suppliers the netted imbalance for the calculation

10· ·and impose imbalance penalties instead of at the level

11· ·of 300 or more individual customers.

12· · · · · · ·The method would provide Questar Gas the

13· ·transparency necessary to identify areas of severe

14· ·imbalance by exposing the net supply provided to the net

15· ·customer base instead of at the individual customer level

16· ·where such pairing can be difficult to determine.

17· · · · · · ·Questar Gas could then impose OFO restrictions

18· ·selectively at a problem area to remedy their imbalance

19· ·issues instead of systemically.

20· · · · · · ·It is thought that OFO restrictions do not come

21· ·with penalties, with severe enough penalties to incent

22· ·better nomination practices because they can simply be

23· ·traded away when in fact OFO restrictions do come with

24· ·penalties and can only be traded away when imbalanced

25· ·positions that are opposite exist.
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·1· · · · · · ·This is not always the case.

·2· · · · · · ·To be clear, positive imbalances are traded

·3· ·with counterparties having opposite negative balances in

·4· ·an effort to true-up to the net impact to Questar Gas.

·5· · · · · · ·There are also added benefits of aggregation

·6· ·during periods of curtailment.· When time is of the

·7· ·essence, participants controlling supply must act very

·8· ·quickly to replace and redirect supplies to maintain

·9· ·system integrity and service.

10· · · · · · ·Aggregation allows Questar Gas to quickly

11· ·identify which transportation suppliers are deficient

12· ·in providing supply to their combined customer base.

13· · · · · · ·Aggregation enables Questar Gas to only need

14· ·to reach out to 13 individual suppliers and requires far

15· ·less time than contacting 300 and in reality puts Questar

16· ·Gas in touch with the relevant people that are most able

17· ·to efficiently and effectively respond to the curtailment

18· ·event.

19· · · · · · ·By not doing so, Questar's efforts to reach out

20· ·to 300-plus transportation customers would only delay

21· ·the response time to correct the problem as each

22· ·transportation customers would only then reach out to

23· ·their supplier anyway.

24· · · · · · ·Summit Energy supports the use of continued

25· ·discussions via a working group to find common ground
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·1· ·with the points mentioned.· This concludes my summary.

·2· · · · · · ·MR. WILLIAMS:· Any cross-examination now?

·3· · · · · · ·CHAIRMAN LAVAR:· Okay.· Thank you.

·4· · · · · · ·And I should have addressed this before your

·5· ·summary, but what I would propose subject to any

·6· ·objection for order of cross-examination for the

·7· ·remaining witnesses would be any cross-examination by the

·8· ·intervening parties first.· Then I would propose

·9· ·Division.· Then office.· Then Questar.

10· · · · · · ·Is there any objection to that order of cross?

11· · · · · · ·MS. SCHMID:· No objection.

12· · · · · · ·MR. DODGE:· That's fine.

13· · · · · · ·MR. OLSEN:· No objections.

14· · · · · · ·CHAIRMAN LAVAR:· Mr. Dodge?

15· · · · · · ·MR. DODGE:· No questions.· Thank you.

16· · · · · · ·CHAIRMAN LAVAR:· Mr. Cook?

17· · · · · · ·MR. COOK:· No questions.

18· · · · · · ·CHAIRMAN LAVAR:· Ms. Schmid?

19· · · · · · · · · · · CROSS-EXAMINATION

20· ·BY MS. SCHMID:

21· · · · Q.· ·Just a couple.· Are you familiar with how

22· ·Summit makes its nominations to Questar Gas?

23· · · · A.· ·I am.

24· · · · Q.· ·Were you here when I asked Mr. Schwarzenbach

25· ·how often TS customers generally change their
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·1· ·nominations?

·2· · · · A.· ·I was here.

·3· · · · Q.· ·How often does Summit change its nominations?

·4· · · · A.· ·I would say at most twice a week.

·5· · · · Q.· ·Does Summit do that on a day-ahead basis?

·6· · · · A.· ·It does.

·7· · · · Q.· ·Does Summit utilize the intraday refinement

·8· ·process that is available?

·9· · · · A.· ·As needed.

10· · · · Q.· ·Does Summit make nominations on a per-customer

11· ·basis or on an aggregate basis?

12· · · · A.· ·Per customer.

13· · · · Q.· ·And so, changes would also be on a per-customer

14· ·basis?

15· · · · A.· ·As needed, yes.

16· · · · Q.· ·At the current time, are the transportation

17· ·service customers for whom Summit makes nominations,

18· ·are they paying for balancing services as part of their

19· ·TS rate?

20· · · · A.· ·It comes with being a supplier but I would

21· ·assume they do.

22· · · · Q.· ·Could you tell me how much of their rate is

23· ·attributable to the balancing services?

24· · · · A.· ·I cannot.· That's proprietary.

25· · · · Q.· ·I'm talking about Questar Gas's rate,
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·1· ·not your --

·2· · · · A.· ·Okay.· I'm trying to understand here.· Can you

·3· ·help me understand?

·4· · · · Q.· ·Okay.· I was confusing.· Sorry.· So, Summit has

·5· ·customers that are transportation customers.

·6· · · · A.· ·Yes.

·7· · · · Q.· ·Do those transportation customers pay Questar

·8· ·Gas for balancing services currently?

·9· · · · A.· ·Without having the tariff in front of me, I do

10· ·not believe their tariff as defined in 5.01 has a

11· ·provision for balancing costs.

12· · · · Q.· ·Right now, what happens if Summit's customers

13· ·nominations and usage doesn't match?

14· · · · A.· ·What Summit Energy does is brings in both

15· ·supply of pipelines, two of them.· Questar Gas's system

16· ·is not just a single entity.· There are many islands of

17· ·service that they -- in their distribution service.

18· · · · · · ·We then take that supply.· We use trending,

19· ·historical performance based on weather, and our own

20· ·modeling to predict where they're going to be.

21· · · · · · ·On the day of, we don't know.· We don't see

22· ·exactly what they're using on the day of.· We assume

23· ·we've done their job the right way.

24· · · · Q.· ·What happens if the gas doesn't show up?

25· · · · · · ·Then what do the customers do?
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·1· · · · A.· ·Will Schwarzenbach calls me.· What do the

·2· ·customers do?· It goes to the -- it just -- it's

·3· ·imbalance, and we then have to work it off in the

·4· ·remainder of the month as the current system works

·5· ·because it's designed for monthly balancing.

·6· · · · Q.· ·And if Questar didn't offer such a balancing

·7· ·service, what would your customers do?

·8· · · · A.· ·The customers most likely would not know.

·9· · · · Q.· ·What would Summit do?

10· · · · A.· ·Bring on more supply.· If we knew we were

11· ·deficient, we would bring on more supply.

12· · · · Q.· ·Also, if necessary, would you cut customers

13· ·or tell customers to --

14· · · · A.· ·Oh, no, no, no, no, no, no, no.· That's just

15· ·not done.· You lose customers that way.

16· · · · Q.· ·So, you would bring on more supply if needed?

17· · · · A.· ·Yes.

18· · · · Q.· ·And if there was too much delivered and not

19· ·enough used, you would independently contract for storage

20· ·services, perhaps?

21· · · · A.· ·No.· Just redirect some supply somewhere else

22· ·on a pipeline level.· I'd pull gas away from the utility.

23· · · · · · ·MS. SCHMID:· Thank you.· Those are all my

24· ·questions.

25· · · · · · ·CHAIRMAN LAVAR:· Thank you.· Mr. Olsen?
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·1· · · · · · · · · · · CROSS-EXAMINATION

·2· ·BY MR. OLSEN:

·3· · · · Q.· ·Thank you.· You previously gave most of the

·4· ·folks here a copy of this exhibit.· This is a -- I'll

·5· ·make the representation that this is the -- from the

·6· ·Docket 14-057-15, the IRP filed on June 11th, 2014.

·7· · · · · · ·Mr. McGarvey, could I have you look at your

·8· ·direct testimony on lines 68 through 71, please?· Is it

·9· ·fair -- there you state fuel gas reimbursement is, quote

10· ·"mistakenly derived from Questar-based gas cost."

11· · · · · · ·Is that correct?

12· · · · A.· ·That's correct.

13· · · · Q.· ·In looking at the exhibit that I just showed

14· ·you, you'll note that it says that the level of Questar

15· ·Gas gas supply was approximately 59 percent; is that

16· ·correct?

17· · · · A.· ·From what you handed me, yes.

18· · · · Q.· ·Well, I guess my first question is, it's true,

19· ·is it not, that the Public Service Commission has found

20· ·Wexpro one, Wexpro two and the trail unit acquisitions

21· ·to be in the public interest?

22· · · · A.· ·If you say so.

23· · · · Q.· ·Well, wouldn't it then be appropriate to use

24· ·the weighted average cost of gas the WACOG which

25· ·represents Questar's actual costs as part of the

http://www.litigationservices.com


Page 195
·1· ·calculation in this --

·2· · · · A.· ·For the fuel reimbursement?

·3· · · · Q.· ·Yes.

·4· · · · A.· ·If the supply is actually coming from Questar,

·5· ·absolutely.· When there's a deficient amount of supply

·6· ·being brought to the transportation customers and the

·7· ·utility has to bring on more supply, that's going to be a

·8· ·cost of service supply.· And so, that price should be

·9· ·used for that fuel calculation.

10· · · · · · ·If the opposite were true and the method with

11· ·which the company or Questar Gas has proposed a cost

12· ·structure, excess supplies would be collected at the

13· ·city gate, transported across Questar Pipeline and

14· ·injected back into storage.

15· · · · · · ·That supply did not originate from Questar or

16· ·from Wexpro one or two or whatever.· It originated from

17· ·the market that is more market based that is currently

18· ·$2 less.· Now, if this were just a few cents difference,

19· ·I wouldn't think anything about it.· It's $2 difference.

20· · · · · · ·So, the fuel gas reimbursement that would be

21· ·charged to the transportation service customers that the

22· ·company that they are proposing here for excess supplies,

23· ·that fuel gas component for gas that they claim they were

24· ·taking into storage should be used at a different price,

25· ·the actual market price than the cost of service because
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·1· ·the difference is so light.

·2· · · · Q.· ·If in fact it happens to be that it's market

·3· ·gas at that time?

·4· · · · A.· ·If it's not being sourced from Questar Gas

·5· ·to the utility, it is market sourced.

·6· · · · · · ·MR. OLSEN:· Thank you.· I have no further

·7· ·questions.

·8· · · · · · ·CHAIRMAN LAVAR:· Thank you.· Ms. Clark?

·9· · · · · · · · · · · CROSS-EXAMINATION

10· ·BY MS. CLARK:

11· · · · Q.· ·Thank you.

12· · · · · · ·Mr. McGarvey, you testified earlier that your

13· ·agents nominate at most twice per week; is that correct?

14· · · · A.· ·That's correct.

15· · · · Q.· ·Did you review Mr. Schwarzenbach's testimony

16· ·in this case?

17· · · · A.· ·I have.

18· · · · Q.· ·Do you have it in front of you?

19· · · · A.· ·I don't.

20· · · · · · ·MS. CLARK:· May I approach?

21· · · · · · ·CHAIRMAN LAVAR:· Yes.

22· · · · · · ·THE WITNESS:· Thank you.

23· ·BY MS. CLARK:

24· · · · Q.· ·I have just handed to you what is Exhibit 2.2R.

25· ·That is an exhibit to Mr. Schwarzenbach's rebuttal
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·1· ·testimony.· And it is a table that shows nominations.

·2· ·And there are two customers.· And on page one, we've got

·3· ·customer 228.· I want to focus your attention on pages

·4· ·two and three, customer 157.· And I'm going to represent

·5· ·to you that customer 157 is one of Summit's customers.

·6· · · · · · ·I want to draw your attention to column B.

·7· · · · · · ·Would you agree that in the month of

·8· ·December 2013, the nomination for that customer was

·9· ·11 dekatherms for each day?· It never changed?

10· · · · A.· ·I would agree to that.

11· · · · Q.· ·Would you agree that for January of 2014,

12· ·the nomination for that customer was 45 dekatherms

13· ·for each day and never changed?

14· · · · A.· ·I see that.

15· · · · Q.· ·And would you agree that for February of 2014,

16· ·the nomination was 42 dekatherms for each day of that

17· ·month and also never clanged?

18· · · · A.· ·This was during the time when I was not

19· ·overseeing this area.· And this is not our current

20· ·practice but at this time I don't -- without double

21· ·checking against my records, I have no reason to deny

22· ·that this is true.

23· · · · Q.· ·Would Summit's nominating practices -- would

24· ·Summit be incentivized or would it change its nominating

25· ·practices if the Commission approves the charge as
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·1· ·Questar has proposed it?

·2· · · · A.· ·Being like an OFO?· Everyone's behavior would

·3· ·change.· Not just Summit's.· Everyone's.

·4· · · · Q.· ·Okay.· Do you have your direct testimony in

·5· ·front of you?

·6· · · · A.· ·I do.

·7· · · · Q.· ·Okay.· I want to draw your attention in your

·8· ·own direct testimony to lines 100 to 102.· And I'm going

·9· ·to open to that same page to make sure I properly state

10· ·it.· At lines 101 and 102 -- excuse me.

11· · · · · · ·Let me send you to your rebuttal testimony,

12· ·I apologize, or your surrebuttal.· You say a five percent

13· ·penalty-free tolerance bandwidth is too narrow and is

14· ·functionally unrealistic.

15· · · · · · ·Would you agree with that?

16· · · · · · ·CHAIRMAN LAVAR:· Ms. Clark, I believe you're

17· ·in direct.

18· · · · · · ·THE WITNESS:· That's in my direct testimony.

19· ·BY MS. CLARK:

20· · · · Q.· ·That's in your direct.· I apologize.· Lines 101

21· ·and 102 of your direct.

22· · · · · · ·Do you remember saying that, writing that?

23· · · · A.· ·I do.

24· · · · Q.· ·And now I'd like you to draw your attention --

25· ·I'm going to hand to you --
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·1· · · · · · ·(Discussion off the record)

·2· · · · · · ·MS. CLARK:· May I approach?

·3· · · · · · ·CHAIRMAN LAVAR:· Yes.

·4· ·BY MS. CLARK:

·5· · · · Q.· ·Thank you.· And I've handed you a copy of the

·6· ·current Questar Gas tariff Section 5.09.· This is

·7· ·included in an exhibit the Division utilized earlier

·8· ·today.· And I want to draw your attention to the first

·9· ·sentence under the heading Daily Imbalances.

10· · · · · · ·Do you see that?· I've highlighted it for you.

11· · · · A.· ·I do.

12· · · · Q.· ·Could you read that?

13· · · · A.· ·It reads, "The Company will allow plus or minus

14· · · · five percent of a customer's volumes delivered from

15· · · · upstream pipelines as a daily imbalance tolerance

16· · · · window."

17· · · · Q.· ·So, would you agree that the tariff already

18· ·contains a five percent tolerance window?

19· · · · A.· ·It does.

20· · · · Q.· ·Turning to your surrebuttal testimony, do you

21· ·have that in front of you --

22· · · · A.· ·I do.

23· · · · Q.· ·-- as well?

24· · · · A.· ·Yes.

25· · · · Q.· ·On line 137 you state -- it begins -- I
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·1· ·apologize.· It begins on line 136, the very end of 136:

·2· · · · · · ·"The only benefit of the proposed tariff is to

·3· · · · allow Questar Gas to collect more money and

·4· · · · unfairly burden transportation customers."

·5· · · · · · ·Is it your understanding, Mr. McGarvey, that

·6· ·the charge Questar has proposed in this document would be

·7· ·credited back to sales customers through the pass-through

·8· ·filings?

·9· · · · A.· ·Being based on theoretical activities,

10· ·the charge being comprised of that?

11· · · · Q.· ·I'm asking where you think that money goes,

12· ·if it is your understanding that Questar Gas will credit

13· ·that back to sales customers.

14· · · · A.· ·That's what you're going to do with it.

15· · · · Q.· ·Okay.· Thank you.

16· · · · · · ·Are you familiar with injection and withdrawal

17· ·charges on Questar Pipeline into Clay Basin and out of

18· ·Clay Basin?· Are you familiar with that process?

19· · · · A.· ·Yes, I am.

20· · · · Q.· ·I'd like to pose a hypothetical for you.

21· · · · · · ·If you have one customer who injects 100

22· ·dekatherms on a particular day and on that same day a

23· ·second customer withdraws 100 dekatherms from Clay Basin,

24· ·is it your understanding that each customer would be

25· ·charged for the injection and withdrawal of those volumes
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·1· ·notwithstanding the fact that they net each other out,

·2· ·if you will?

·3· · · · A.· ·They do net.

·4· · · · Q.· ·I want to clarify.· Mr. Schwarzenbach points

·5· ·out that there may be some confusion when speaking to

·6· ·transportation customers on Questar pipeline.

·7· · · · A.· ·Okay.

·8· · · · Q.· ·If one were to inject 100 dekatherms on the day

·9· ·and on the same day a second withdrew that, would each be

10· ·charged?

11· · · · A.· ·With zero molecules flowing in and out of the

12· ·Clay Basin, I'm not sure what they would do.

13· · · · Q.· ·Would it surprise you to know that they would

14· ·charge both customers?

15· · · · A.· ·With no activity?

16· · · · Q.· ·Yes.

17· · · · A.· ·That would surprise me.

18· · · · Q.· ·May I have a moment? (Brief break)

19· · · · · · ·I have two more questions for you,

20· ·Mr. McGarvey.· I appreciate your patience.

21· · · · A.· ·Oh, no.· You're fine.

22· · · · Q.· ·You testified earlier about your view that

23· ·it is not appropriate to use the weighted average cost

24· ·of gas volumes for purposes of fuel reimbursement

25· ·component of the charge; correct?

http://www.litigationservices.com


Page 202
·1· · · · A.· ·Correct.

·2· · · · Q.· ·When QGC reimburses transportation customers

·3· ·for over deliveries, do you know what gas is reimbursed

·4· ·for, what value?· Is it --

·5· · · · A.· ·Can you restate that?· When Questar reimburses

·6· ·transportation customers?

·7· · · · Q.· ·For the gas that they have delivered when

·8· ·they're cashing out.· Do you know if they are reimbursed

·9· ·at the WACOG prices?

10· · · · A.· ·I do not know that.

11· · · · · · ·MS. CLARK:· Okay.· Thank you.· I don't have

12· ·anything further.

13· · · · · · ·CHAIRMAN LAVAR:· Thank you.· Mr. Williams,

14· ·any redirect?

15· · · · · · ·MR. WILLIAMS:· No redirect.

16· · · · · · ·CHAIRMAN LAVAR:· No redirect?

17· · · · · · ·Commissioner White?

18· · · · · · ·COMMISSIONER WHITE:· No questions.

19· · · · · · ·CHAIRMAN LAVAR:· Commissioner Clark?

20· · · · · · · · · · · · ·EXAMINATION

21· ·BY COMMISSIONER CLARK:

22· · · · Q.· ·Just a question or two.

23· · · · · · ·Regarding your current practices relative to

24· ·intraday nominations, I think you said that in response

25· ·to an earlier question you engage in that activity as
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·1· ·needed.

·2· · · · A.· ·Yes.

·3· · · · Q.· ·Can you give me a sense of what the frequency

·4· ·of that is?

·5· · · · A.· ·What it is is it's trying to help customers

·6· ·help themselves.· Every customer that we bring on, we

·7· ·ask them to get in touch with us if they know of any

·8· ·operational changes that would impact their consumption.

·9· · · · · · ·That doesn't happen very often, although

10· ·impacts to their production and impacts to their

11· ·consumption change often.· They just don't -- they fail

12· ·to reach out to us.· So, it is very rare.· When they do,

13· ·we use the intradays to make changes, but as I said,

14· ·it is very rare.

15· · · · · · ·COMMISSIONER CLARK:· Thank you.

16· · · · · · ·THE WITNESS:· You bet.

17· · · · · · ·CHAIRMAN LAVAR:· Okay.· Thank you,

18· ·Mr. McGarvey.

19· · · · · · ·THE WITNESS:· Thank you.

20· · · · · · ·CHAIRMAN LAVAR:· And I think we're at a good

21· ·time to take a short break, but before we do, I just

22· ·wanted to ask Questar, the Division, and the Office if

23· ·any of you intended to recall a witness following

24· ·Mr. McGarvey's testimony based on the motion that was

25· ·denied this morning.· Ms. Clark?
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·1· · · · · · ·MS. CLARK:· Questar does not.

·2· · · · · · ·CHAIRMAN LAVAR:· Does not?

·3· · · · · · ·MS. SCHMID:· The Division does not.

·4· · · · · · ·CHAIRMAN LAVAR:· Does not?· Mr. Olsen?

·5· · · · · · ·MR. OLSEN:· Nor does the Office.

·6· · · · · · ·CHAIRMAN LAVAR:· Okay.· Why don't we take a

·7· ·ten-minute break then, and at 2:35 we'll move on with

·8· ·Mr. Medura's testimony.· We're in recess.

·9· · · · · · ·(Recess taken 2:22 p.m. to 2:35 p.m.)

10· · · · · · ·CHAIRMAN LAVAR:· Okay.· We're back on the

11· ·record.· And I believe we're to Mr. Cook at this point.

12· · · · · · ·Oh.· Before we do that, Mr. Dodge, do you want

13· ·to make a motion with respect to what you're passing out?

14· · · · · · ·MR. DODGE:· If I may.· This is UAE's

15· ·cross-examination Exhibit 3.· I had a page copied.

16· · · · · · ·CHAIRMAN LAVAR:· Any objection from any party

17· ·to its admission?

18· · · · · · ·MR. OLSEN:· No objection.

19· · · · · · ·MS. SCHMID:· None.

20· · · · · · ·MS. CLARK:· No.· There's no objection here.

21· · · · · · ·CHAIRMAN LAVAR:· Okay.· It will be admitted.

22· · · · · · ·(Exhibit UAE 3 admitted)

23· · · · · · ·MR. OLSEN:· Mr. Chair, also, I neglected to ask

24· ·for the admission of the document that I handed out for

25· ·Mr. McGarvey's cross-examination.
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·1· · · · · · ·CHAIRMAN LAVAR:· Oh, from the IRP?

·2· · · · · · ·MR. OLSEN:· Yeah, the IRP.· That would be our

·3· ·OSC Exhibit 3.

·4· · · · · · ·CHAIRMAN LAVAR:· Three?· Any objection from

·5· ·anyone to the admission of that?

·6· · · · · · ·MS. SCHMID:· No objection.

·7· · · · · · ·MS. CLARK:· There's no objection from Questar.

·8· · · · · · ·CHAIRMAN LAVAR:· Okay.· That will be admitted.

·9· ·Thank you.

10· · · · · · ·MR. OLSEN:· Thank you.

11· · · · · · ·(Exhibit OSC 3 marked and admitted)

12· · · · · · ·CHAIRMAN LAVAR:· Okay.· Mr. Cook?

13· · · · · · ·MR. COOK:· I'm going to defer to Mr. Dodge

14· ·to call all of our witnesses.

15· · · · · · ·CHAIRMAN LAVAR:· Okay.· Thank you.

16· · · · · · ·MR. DODGE:· Thank you.· And we'd actually like

17· ·to start with Mr. Matt Medura for CIMA.

18· · · · · · ·CHAIRMAN LAVAR:· Mr. Medura, do you swear to

19· ·tell the truth?

20· · · · · · ·THE WITNESS:· Yes.

21· · · · · · · · · · · ·MATTHEW MEDURA,

22· · · · · · · ·having first been duly sworn, was

23· · · · · · · ·examined and testified as follows:

24· · · · · · · · · · · DIRECT EXAMINATION

25· ·BY MR. DODGE:
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·1· · · · Q.· ·Mr. Medura, will you state your name and for

·2· ·whom you work and your position?

·3· · · · A.· ·My name is Matthew Medura, M-e-d-u-r-a.· I work

·4· ·for CIMA Energy Limited.· I'm a senior marketing

·5· ·representative.

·6· · · · Q.· ·Mr. Medura, did you cause to be filed in this

·7· ·docket CIMA Exhibit 1.0 which is your direct testimony,

·8· ·CIMA Exhibit 1.0R, your rebuttal testimony, and CIMA

·9· ·Exhibit 1.0SR, your surrebuttal testimony?

10· · · · A.· ·Yes.

11· · · · Q.· ·And do you have any changes to any of that

12· ·prefiled testimony?

13· · · · A.· ·No.

14· · · · Q.· ·And do you adopt it as your sworn testimony

15· ·here today?

16· · · · A.· ·I do.

17· · · · · · ·MR. DODGE:· I'd move the admission of those

18· ·three exhibits, Mr. Chairman?

19· · · · · · ·CHAIRMAN LAVAR:· Any objection from any party?

20· · · · · · ·MR. OLSEN:· No objection.

21· · · · · · ·MS. SCHMID:· No objection.

22· · · · · · ·MS. CLARK:· No.

23· · · · · · ·CHAIRMAN LAVAR:· It'll be admitted.· Thank you.

24· · · · · · ·(CIMA Exhibit 1.0, CIMA Exhibit 1.0R,

25· ·CIMA Exhibit 1.0SR marked and admitted)
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·1· ·BY MR. DODGE:

·2· · · · Q.· ·Thank you.· Mr. Medura, do you have a brief

·3· ·summary of your prefiled testimony?

·4· · · · A.· ·Yes, I do.

·5· · · · Q.· ·Please go ahead.

·6· · · · A.· ·Basically, my testimony outline the concerns

·7· ·with the Company's proposed balancing charge in the

·8· ·following manner.

·9· · · · · · ·Number one, the rate as calculated does not

10· ·take into account the transportation customer class

11· ·offsets on any given day.

12· · · · · · ·Number two, it's unclear as to the

13· ·applicability of the components of the rate and if they

14· ·actually occur.· The plus or minus five percent daily

15· ·tolerance is restrictive and not common in practice

16· ·in the industry.· The current OFO tolerance limit is

17· ·enforced at the agent level and therefore can be applied

18· ·also for the balancing charges.

19· · · · · · ·Number five, I believe the workshop or some

20· ·other collaborative process can result in better

21· ·alignment of nominations with usage.

22· · · · · · ·Number six, the current tariff is effective

23· ·in addressing the operational constraints the company

24· ·has, and that CIMA, we agree that individual nominations

25· ·should be made and be accurate to the best of our
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·1· ·ability.

·2· · · · Q.· ·And does that complete your summary?

·3· · · · A.· ·It does.

·4· · · · · · ·MR. DODGE:· Thank you.

·5· · · · · · ·Mr. Medura is available for cross.

·6· · · · · · ·CHAIRMAN LAVAR:· Mr. Cook?· None?

·7· ·Mr. Williams?· None?· Ms. Schmid?

·8· · · · · · · · · · · CROSS-EXAMINATION

·9· ·BY MS. SCHMID:

10· · · · Q.· ·Yes.· Thank you.· Good afternoon.

11· · · · A.· ·Good afternoon.

12· · · · Q.· ·Were you hear when I asked Mr. Schwarzenbach

13· ·and Mr. McGarvey about nominations practices?

14· · · · A.· ·Yes.

15· · · · Q.· ·Are you familiar with the nomination practices

16· ·of CIMA?

17· · · · A.· ·Not at the individual customer level.

18· · · · Q.· ·I'll ask you a few questions and we'll see if

19· ·you can answer them, and if not, that's all right.

20· · · · · · ·What happens when the nominations from

21· ·CIMA's -- that you make for CIMA's transportation

22· ·customers don't match?

23· · · · A.· ·The customers experience an imbalance which

24· ·goes into their imbalance account.

25· · · · Q.· ·Is the gas shut off to a customer who nominates
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·1· ·less than it uses?

·2· · · · A.· ·It is not.

·3· · · · Q.· ·What happens to excess gas?· Does CIMA itself

·4· ·put it into storage if more gas is nominated than its

·5· ·transportation customers use?

·6· · · · A.· ·No.· It goes into their imbalance account.

·7· · · · Q.· ·What would happen if Questar Gas was not

·8· ·offering an imbalance service?· What would CIMA do?

·9· · · · A.· ·I think -- I expect we'd get a call from the

10· ·gas supply group and tell us to either bring more gas or

11· ·sell more gas into the market in a later cycle.

12· · · · · · ·But that's one of the tools we can do.

13· ·Otherwise, it just goes into their imbalance.

14· · · · Q.· ·But that would be for a later cycle.

15· ·It wouldn't be for the morning when, say, the industrial

16· ·customer turns the furnace on.

17· · · · · · ·The gas wouldn't get there in time for that

18· ·morning if you added it later?

19· · · · A.· ·We don't know what the mismatch is until later.

20· · · · · · ·MS. SCHMID:· Those are all my questions.

21· ·Thank you.

22· · · · · · ·THE WITNESS:· Thank you.

23· · · · · · ·CHAIRMAN LAVAR:· Mr. Olsen?

24· · · · · · ·MR. OLSEN:· We have no questions.

25· · · · · · ·CHAIRMAN LAVAR:· Ms. Clark?
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·1· · · · · · ·MS. CLARK:· I have a couple.

·2· · · · · · ·May I approach the witness?

·3· · · · · · ·CHAIRMAN LAVAR:· Yes.

·4· · · · · · · · · · · CROSS-EXAMINATION

·5· ·BY MS. CLARK:

·6· · · · Q.· ·Mr. Medura, I've handed to you a copy of

·7· ·Questar Gas Company's Utah natural gas tariff number 400

·8· ·Section 5.09.· And it was part of an exhibit offered by

·9· ·the Division earlier today, but I've just given you the

10· ·part that I intend to ask you about.

11· · · · · · ·You testified in your summary today that the

12· ·plus or minus five percent is restrictive, too

13· ·restrictive, and I believe you said not common in

14· ·industry practice.· Did I state that accurately?

15· · · · A.· ·Correct.

16· · · · Q.· ·Would you read the sentence that's highlighted,

17· ·the first sentence under the heading Daily Imbalances?

18· · · · A.· ·"The Company will allow plus or minus five

19· · · · percent of a customer's volumes delivered from

20· · · · upstream pipelines as a daily imbalance tolerance

21· · · · window."

22· · · · Q.· ·Would you agree that the company's tariff

23· ·already requires plus or minus five percent --

24· · · · A.· ·Yes.

25· · · · Q.· ·-- intolerance?
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·1· · · · · · ·MS. CLARK:· Thank you.· I don't have any

·2· ·further questions.

·3· · · · · · ·CHAIRMAN LAVAR:· Okay.· Any redirect?

·4· · · · · · · · · · REDIRECT EXAMINATION

·5· ·BY MR. DODGE:

·6· · · · Q.· ·Just one I guess to clarify.

·7· · · · · · ·Mr. Medura, under that tariff, what happens

·8· ·if a company's outside the five percent tolerance today?

·9· · · · A.· ·It just goes into their imbalance account

10· ·if there's not a restriction in place.

11· · · · Q.· ·And is that what you're testifying to is the

12· ·common industry practice?

13· · · · A.· ·It is.

14· · · · · · ·MR. DODGE:· Thank you.· No further questions.

15· · · · · · ·CHAIRMAN LAVAR:· Any recross desired from any

16· ·party?· Okay.· Commissioner White?

17· · · · · · ·COMMISSIONER WHITE:· No.

18· · · · · · ·CHAIRMAN LAVAR:· Commissioner Clark?

19· · · · · · ·COMMISSIONER CLARK:· No questions.

20· · · · · · · · · · · · ·EXAMINATION

21· ·BY CHAIRMAN LAVAR:

22· · · · Q.· ·I have one.· On lines 64, 65, and 66 of your

23· ·surrebuttal, I'll just read that line.· It says -- you

24· ·said, "One solution would be to allow aggregation by

25· ·receipt point or other mutually agreeable criteria."
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·1· · · · · · ·I just want to understand what you mean by

·2· ·"receipt point."· Did you mean city gate or some other

·3· ·meaning of receipt point?

·4· · · · A.· ·I meant the different geographical receipt

·5· ·points on the system.· Southern Utah, Wasatch Front,

·6· ·Wyoming.

·7· · · · · · ·CHAIRMAN LAVAR:· Okay.· Thank you,

·8· ·Mr. Medura.· We appreciate your testimony.

·9· · · · · · ·MR. DODGE:· Next we would call Mr. Jeff Fishman

10· ·on behalf of CIMA, Nucor, and UAE.

11· · · · · · ·CHAIRMAN LAVAR:· Mr. Fishman, do you swear to

12· ·tell the truth?

13· · · · · · ·THE WITNESS:· I do.

14· · · · · · ·CHAIRMAN LAVAR:· Thank you.

15· · · · · · · · · · · ·JEFF J. FISHMAN,

16· · · · · · · ·having first been duly sworn, was

17· · · · · · · ·examined and testified as follows:

18· · · · · · · · · · · DIRECT EXAMINATION

19· ·BY MR. DODGE:

20· · · · Q.· ·Mr. Fishman, could you state your name, who you

21· ·work for, and your position there?

22· · · · A.· ·My name is Jeff J. Fishman.· I am the director

23· ·of gas services at Energy Strategies.

24· · · · Q.· ·And, Mr. Fishman, did you have filed in this --

25· ·prefiled in this docket Exhibit -- UAE/Nucor/CIMA
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·1· ·Exhibits 2.0, 2.0R, and 2.0R, your direct, rebuttal,

·2· ·and surrebuttal testimony?

·3· · · · A.· ·Yes.

·4· · · · Q.· ·And do you have any corrections to that

·5· ·prefiled testimony?

·6· · · · A.· ·No.

·7· · · · Q.· ·And do you adopt that testimony as your

·8· ·testimony here in this docket under oath?

·9· · · · A.· ·Yes.

10· · · · · · ·MR. DODGE:· I would move the admission of

11· ·UAE Exhibits 2, 2R, and 2SR?

12· · · · · · ·CHAIRMAN LAVAR:· Any objection from any party?

13· · · · · · ·MR. OLSEN:· No objection.

14· · · · · · ·MS. SCHMID:· No objection.

15· · · · · · ·MS. CLARK:· No objection.

16· · · · · · ·CHAIRMAN LAVAR:· Okay.· They'll be admitted.

17· ·Thank you.

18· · · · · · ·(UAE/Nucor/CIMA Exhibit 2.0, Exhibit 2.0R,

19· ·Exhibit 2.0SR marked and admitted)

20· ·BY MR. DODGE:

21· · · · Q.· ·Thank you.· And, Mr. Fishman, do you have a

22· ·brief summary you'd like to provide of your testimony?

23· · · · A.· ·I do.

24· · · · Q.· ·Please proceed.

25· · · · A.· ·The first concern identified in my direct
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·1· ·testimony is that this proposal would increase the daily

·2· ·operating functions of the transportation customer

·3· ·relating to managing gas supplies.

·4· · · · · · ·Now, that in and of itself is not necessarily

·5· ·inappropriate, but it is a shift from the longstanding

·6· ·method of operation where the suppliers bear the

·7· ·responsibility for managing both nominations and

·8· ·imbalances.

·9· · · · · · ·These additional operating activities will be

10· ·required even though Questar has not suggested the daily

11· ·balancing is actually needed on most days.

12· · · · · · ·Under the current tariff, when there's an

13· ·operational need to restrict the deliveries of gas to

14· ·transportation customers to more closely match

15· ·nominations, it is managed by the operating restrictions

16· ·and related penalties that are imposed by the balancing

17· ·restriction.

18· · · · · · ·Of greater concern is that Questar is asking

19· ·the transportation customer to take on these new tasks

20· ·without providing the tools for success in better

21· ·managing the daily nominations.

22· · · · · · ·Transportation customers and suppliers cannot

23· ·be expected to operate within a five percent daily

24· ·tolerance without meaningful realtime data.

25· · · · · · ·Although transportation customers are obligated
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·1· ·to pay Questar for special metering equipment,

·2· ·telemetering functionality, and other administrative

·3· ·services, the data that Questar collects, processes,

·4· ·and reports is not available to manage the nominations

·5· ·within the proposed time and volume tolerances.

·6· · · · · · ·In the absence of an incremental investment

·7· ·in equipment and operating personnel, this time lag

·8· ·effectively prevents the transportation customer from

·9· ·achieving what Questar requires under this proposed

10· ·daily operating requirement.

11· · · · · · ·My assessment is that realtime data is required

12· ·to approve the nomination practices and should be

13· ·provided through the Questar system the transportation

14· ·customers are currently paying for.

15· · · · · · ·I do not agree with the suggestion by Questar

16· ·that transportation customers should be required to

17· ·acquire additional monitoring equipment through outside

18· ·vendors.· Finally, regarding daily balancing and

19· ·aggregation in this proposed operating scheme, it's

20· ·critical that the suppliers and agents be allowed to

21· ·net imbalances among their customers before the daily

22· ·imbalances are assessed any additional costs.

23· · · · · · ·This is what happens now to mitigate the

24· ·monthly imbalances as provided for in the Questar tariff.

25· ·To otherwise collect would be over -- I mean, to
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·1· ·otherwise would be over collecting under the current --

·2· ·of the charge that's currently provided or proposed.

·3· · · · · · ·Even under the operating requirements imposed

·4· ·by a balancing restriction or OFO, the tariff provides

·5· ·for aggregation of imbalances at an agent level and

·6· ·trading of the offset imbalances is routinely used by the

·7· ·suppliers to mitigate imbalances and the related charges.

·8· · · · · · ·My surrebuttal testimony I'd also like to

·9· ·mention addresses the so-called operational concerns

10· ·in Questar testimony and Questar statements about

11· ·aggregation and existing balancing rights under the

12· ·tariff.· Mr. Schwarzenbach made reference to operational

13· ·constraints and that correct nominations are important

14· ·because supply concerns may arise at any time.

15· · · · · · ·White it is true that supply availability

16· ·issues may arise, nominations do not directly influence

17· ·supply availability.· Only a nomination can be fulfilled

18· ·if supply is available.

19· · · · · · ·The fact that there have been only two supply

20· ·curtailments that affected transportation customers in

21· ·recent history or the fact is that there have been only

22· ·two in recent history has been mentioned by other

23· ·testimony today.

24· · · · · · ·Mr. Schwarzenbach stated that transportation

25· ·customers' inaccurate nominations cause operational
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·1· ·problems and the company experiences operational

·2· ·problems.· There's been no evidence provided to describe,

·3· ·explain or support any such operational problems that

·4· ·are the direct result of transportation customers'

·5· ·nominations.

·6· · · · · · ·Mr. Schwarzenbach also stated that

·7· ·transportation customers utilizing more than their

·8· ·nominated volumes could result in a loss of service to

·9· ·firm sales customers.· Again, no evidence was offered

10· ·that this has ever taken place.

11· · · · · · ·Regarding supplier aggregation,

12· ·Mr. Schwarzenbach opposes imbalance aggregation but

13· ·provides no reasonable basis for this opposition.

14· ·He seems to assume that aggregation would eliminate the

15· ·supplier placing a daily nomination for each customer.

16· · · · · · ·No agent providing testimony has indicated that

17· ·they would do anything but continue to provide daily

18· ·nominations for each transport customer.

19· · · · · · ·I strongly urge the Commission to authorize

20· ·daily imbalances aggregated by supplier as is currently

21· ·allowed under the balancing restriction process.

22· · · · · · ·This brings up the suggested tariff changes

23· ·where Mr. Schwarzenbach proposes to eliminate aggregation

24· ·and trading language from the balancing restriction

25· ·section of the tariff.
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·1· · · · · · ·To eliminate a longstanding method of

·2· ·mitigating imbalances and penalties during a balancing

·3· ·restriction by modifying the tariff language represents

·4· ·a considerable extrapolation of the stated objectives

·5· ·in this docket which is to improve daily nominations.

·6· · · · · · ·This suggestion would great expand the negative

·7· ·impacts on customers that may result from this proposed

·8· ·daily imbalance charge.

·9· · · · · · ·Finally, once again, Questar argues the

10· ·responsibility of realtime metering.

11· · · · · · ·In Mr. Schwarzenbach's testimony, Questar

12· ·glosses over the fact that transportation customers

13· ·already pay Questar for both special metering equipment

14· ·and operating and administrative fees and suggests that

15· ·a customer purchase additional technology for realtime

16· ·data.· This is an attempt to deflect the responsibility

17· ·that Questar has to manage its metering data in a manner

18· ·that's consistent with its new proposed nomination and

19· ·balancing restrictions.

20· · · · · · ·And that concludes the summary of my testimony.

21· · · · · · ·MR. DODGE:· Thank you.· Mr. Fishman is

22· ·available for cross-examination.

23· · · · · · ·CHAIRMAN LAVAR:· Mr. Cook or Mr. Williams?· No?

24· ·Okay.· Ms. Schmid?

25· · · · · · ·MS. SCHMID:· No questions.
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·1· · · · · · ·CHAIRMAN LAVAR:· Mr. Olsen?

·2· · · · · · ·MR. OLSEN:· No questions.

·3· · · · · · ·CHAIRMAN LAVAR:· Ms. Clark?

·4· · · · · · ·MS. CLARK:· The Company also has no questions.

·5· · · · · · ·CHAIRMAN LAVAR:· Thank you.

·6· · · · · · ·Commissioner White?· Commissioner Clark?

·7· · · · · · ·COMMISSIONER CLARK:· No questions.

·8· · · · · · · · · · · · ·EXAMINATION

·9· ·BY CHAIRMAN LAVAR:

10· · · · Q.· ·I have one.· I guess I'm the only one in the

11· ·room.· In your opinion, should there be any geographic

12· ·limits on aggregation?

13· · · · A.· ·I think from a balancing standpoint, it makes

14· ·sense.· I think that in the past the imbalance trading

15· ·and mitigation has not been imposed necessarily at a

16· ·geographical location.· It's been a time.

17· · · · · · ·I think in this circumstance with, you know,

18· ·the issues being raised on both sides that that

19· ·restriction would not be -- or that requirement would

20· ·not be out of place.

21· · · · · · ·CHAIRMAN LAVAR:· Okay.· Thank you.

22· · · · · · ·MR. DODGE:· Thank you.· Our next witness is

23· ·Mr. Higgins.

24· · · · · · ·CHAIRMAN LAVAR:· Mr. Higgins, do you swear to

25· ·tell the truth?
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·1· · · · · · ·THE WITNESS:· I do.

·2· · · · · · ·CHAIRMAN LAVAR:· Thank you.

·3· · · · · · · · · · · KEVIN C. HIGGINS,

·4· · · · · · · ·having first been duly sworn, was

·5· · · · · · · ·examined and testified as follows:

·6· · · · · · · · · · ·DIRECT EXAMINATION

·7· ·BY MR. DODGE:

·8· · · · Q.· ·Mr. Higgins, would you please state your name,

·9· ·for whom you work, and your position at your job?

10· · · · A.· ·Certainly.· My name is Kevin C. Higgins.· I'm a

11· ·principal in the consulting firm Energy Strategies.

12· · · · Q.· ·Okay.· Mr. Higgins, did you cause under your

13· ·direction to be prepared and filed in this docket

14· ·UAE/Nucor/CIMA Exhibit 1.0 along with attached

15· ·Exhibits 1.1, 1.2, and 1.3, your direct testimony

16· ·exhibits, also your rebuttal testimony 1.0R with an

17· ·attached 1.1R, and your surrebuttal testimony

18· ·Exhibit 1.0SR?

19· · · · A.· ·Yes, I did.

20· · · · Q.· ·And do you have any changes to any of that

21· ·testimony?

22· · · · A.· ·I do not.

23· · · · Q.· ·And does that testimony represent your

24· ·testimony here this morning or this afternoon under oath?

25· · · · A.· ·Yes, it does.
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·1· · · · · · ·MR. DODGE:· Mr. Higgins -- excuse me.· I'd move

·2· ·the admission of those exhibits, Mr. Chairman.

·3· · · · · · ·CHAIRMAN LAVAR:· Any objection from any party?

·4· · · · · · ·MS. SCHMID:· No.

·5· · · · · · ·MR. OLSEN:· No objection.

·6· · · · · · ·MS. CLARK:· No.

·7· · · · · · ·CHAIRMAN LAVAR:· It will be admitted.

·8· ·Thank you.

·9· · · · · · ·(UAE/Nucor/CIMA Exhibit 1.0, Exhibit 1.0R,

10· ·Exhibit 1.0SR marked and admitted)

11· ·BY MR. DODGE:

12· · · · Q.· ·Thank you.· Mr. Higgins, do you have a brief

13· ·summary of your testimony?

14· · · · A.· ·Yes, I do.

15· · · · Q.· ·Would you please proceed?

16· · · · A.· ·Yes.· Good afternoon.

17· · · · · · ·This case centers on Questar's proposal to

18· ·introduce a daily transportation imbalance charge.

19· · · · · · ·Based on the evidence in this case, the charge

20· ·appears to be unique in the United States in that it not

21· ·only requires daily balancing by transportation customers

22· ·which is relatively rare to start with, but also requires

23· ·daily balancing to be measured exclusively at the

24· ·individual customer level rather than providing an option

25· ·for daily balancing to be managed by aggregators or
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·1· ·suppliers.· This lateral restriction is one that no other

·2· ·utility identified in this docket imposes.

·3· · · · · · ·In this sense, Questar's proposal appears to be

·4· ·a singularly aggressive outlier.· The proposed charge is

·5· ·also material in that it represents an 11.6 increase when

·6· ·applied to the distribution non-gas revenue requirement

·7· ·for transportation customers.

·8· · · · · · ·As a threshold matter, the company's proposal

·9· ·to introduce a daily transportation imbalance charge is

10· ·premature, incompletely developed, and unreasonably

11· ·disruptive to the marketplace efficiencies that have been

12· ·developed to help Utah businesses manage their gas

13· ·supplies.· In light of these considerations, I recommend

14· ·that the proposal be rejected by the Commission.

15· · · · · · ·If the Commission is interested in considering

16· ·the imposition of a daily transportation imbalance

17· ·charge, I recommend that prior to adopting any charge

18· ·or adopting the rate design proposed by the Company the

19· ·Commission sponsor a workshop process to investigate how

20· ·daily balancing could best be accomplished taking into

21· ·account a full suite of market participants and

22· ·opportunities for using market mechanisms to manage daily

23· ·imbalances.

24· · · · · · ·This recommendation notwithstanding, if a daily

25· ·balancing charge is to be imposed on transportation
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·1· ·customers at this time, then the charge proposed by the

·2· ·Company should be rejected because it is not reasonable.

·3· ·Instead, three adjustments should be made to the

·4· ·calculation.

·5· · · · · · ·First, the transportation component and fuel

·6· ·reimbursement component proposed by Questar should be

·7· ·removed from the calculation because the company has

·8· ·failed to demonstrate that any costs are actually being

·9· ·incurred in these categories as a result of retail

10· ·transportation customer imbalances.

11· · · · · · ·Transportation customers already pay for their

12· ·own transportation on upstream pipelines including

13· ·transportation usage costs by (coughing) imbalances.

14· · · · · · ·As no incremental transportation costs are

15· ·being incurred by Questar on behalf of transportation

16· ·customers, it is unreasonable to also assign to

17· ·transportation customers a portion of the fixed

18· ·transportation costs incurred by the Company on behalf

19· ·of its sales service customers.

20· · · · · · ·It is particularly unreasonable to include

21· ·these charges plus fuel in both directions; that is,

22· ·for both positive imbalances when less transportation

23· ·is being utilized by Questar and negative imbalances.

24· · · · · · ·Rather, the cost basis for any transportation

25· ·imbalance charge should be limited to the no-notice
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·1· ·transportation and storage costs which unlike

·2· ·transportation service are the specialty products the

·3· ·transportation customers are not purchasing.

·4· · · · · · ·Second, net transportation customer imbalances

·5· ·that are within five percent of the aggregate

·6· ·transportation customer usage on a given day should be

·7· ·excluded from the cost of the total daily transportation

·8· ·imbalance.

·9· · · · · · ·This five percent exclusion is warranted for

10· ·the purpose of aligning the daily imbalance cost that is

11· ·subject to the new charge with the performance that is

12· ·expected of transportation customers and recognizes that

13· ·the pipeline system has inherent flexibility to

14· ·accommodate small daily imbalances.

15· · · · · · ·Third, the calculation should take account

16· ·of the reduction in storage activity that results when a

17· ·transportation customer imbalance and the Questar sales

18· ·service imbalance move in opposite directions on a given

19· ·day.· Incorporating these adjustments in a transportation

20· ·imbalance charge results -- pardon me -- results in a

21· ·transportation imbalance charge of 3.695 cents per

22· ·dekatherm on imbalances in excess of the proposed five

23· ·percent tolerance limit rather than the 19 cent per

24· ·dekatherm charge proposed by Questar.

25· · · · · · ·Finally, I will summarize my response to some
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·1· ·of the proposals by the Division of Public Utility

·2· ·witness Mr. Wheelwright.· First, I agree with

·3· ·Mr. Wheelwright's recommendation that there should be

·4· ·further discussion in a task force context.

·5· · · · · · ·Second, I disagree with Mr. Wheelwright's

·6· ·suggestion that the largest 40 transportation customers

·7· ·could be subject to more stringent monitoring and

·8· ·balancing requirements.

·9· · · · · · ·Taken as a group, the largest 40 customers

10· ·actually performed better than the average with respect

11· ·to daily imbalances and I believe that subjecting this

12· ·group to more stringent requirements would be unduly

13· ·discriminatory.

14· · · · · · ·Third, Mr. Wheelwright proposes an alternative

15· ·to the daily imbalance charge proposed by the Company.

16· · · · · · ·In lieu of such a charge, Mr. Wheelwright

17· ·recommends that after the appropriate costs are

18· ·identified, they should be recovered through a volumetric

19· ·charge on all transportation customers; in effect,

20· ·socializing the cost across this entire class.

21· · · · · · ·With respect to this proposal, I am concerned

22· ·to the extent that such costs are calculated based on the

23· ·volume of imbalances.

24· · · · · · ·Socializing the cost would mute the pricing

25· ·to the customers or suppliers causing the imbalances.
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·1· ·But at the same time I conceded that there may be some

·2· ·administrative simplicity in such an approach.

·3· · · · · · ·This causes me to conclude that if any new

·4· ·daily imbalance requirements or charges are going to be

·5· ·imposed on transportation customers, the customers should

·6· ·be offered a choice between a socialized charge as

·7· ·proposed by Mr. Wheelwright or an option to avoid the

·8· ·socialized cost in exchange for being subject to a daily

·9· ·balancing regime.

10· · · · · · ·So, I recommend that if the Commission decides

11· ·to impose any daily imbalance charge that the Commission

12· ·require that such a choice be available.

13· · · · · · ·With my three adjustments to the company's

14· ·recommended costs, the socialized cost would result in a

15· ·charge of .713 cents per dekatherm on all transportation

16· ·customer volumes.

17· · · · · · ·And I note that this charge is not dissimilar

18· ·from and is even greater than the five cents per

19· ·dekatherm -- of the half-sent per dekatherm charge levied

20· ·on all suppliers by Baltimore Gas and Electronic which is

21· ·one of the three gas utilities identified by Questar in

22· ·discovery as levying balancing charges.

23· · · · · · ·And that concludes my summary.

24· · · · · · ·MR. DODGE:· Thank you.· Mr. Higgins is

25· ·available for cross.
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·1· · · · · · ·CHAIRMAN LAVAR:· Mr. Cook?

·2· · · · · · ·MR. COOK:· He's my witness.

·3· · · · · · ·CHAIRMAN LAVAR:· Oh.· Ms. Schmid?

·4· · · · · · ·MS. SCHMID:· No questions.

·5· · · · · · ·CHAIRMAN LAVAR:· Mr. Olsen?

·6· · · · · · · · · · · CROSS-EXAMINATION

·7· ·BY MR. OLSEN:

·8· · · · Q.· ·Just one clarification if I could.· On your --

·9· ·I don't want to misstate this, but in your summary,

10· ·did you say that this workshop, as a predicate to the

11· ·workshop would be an assumption that there should be some

12· ·sort of transportation imbalance charge made and it was

13· ·a question of how much it should be?

14· · · · A.· ·I believe that would up the Commission's

15· ·discretion.· And so, I believe that in my rebuttal

16· ·testimony, I identified what I believe would be the

17· ·appropriate topics for such a workshop.

18· · · · · · ·But certainly, you know, to the extent that the

19· ·Commission requires the workshop, it would be, you know,

20· ·up to the Commission to set those guidelines.

21· · · · · · ·And I think it would be helpful, for example,

22· ·if the Commission were to determine that part of the

23· ·equation needs to be an examination of how best to use

24· ·suppliers in addressing this question.· That could be one

25· ·of the requirements of the workshop.
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·1· · · · · · ·And, you know, at this point, prior discussions

·2· ·have not led to a resolution of this matter, but I think

·3· ·if the Commission were to provide firm guidance that

·4· ·that should be one of the elements that's addressed,

·5· ·that would be very helpful.

·6· · · · · · ·MR. OLSEN:· Thank you.· Nothing further.

·7· · · · · · ·CHAIRMAN LAVAR:· Ms. Clark?

·8· · · · · · · · · · · CROSS-EXAMINATION

·9· ·BY MS. CLARK:

10· · · · Q.· ·Just one.· Would you agree, Mr. Higgins,

11· ·that under either your proposal or that set forth by the

12· ·Company, a customer who stays within the five percent

13· ·tolerance would not pay the rate?

14· · · · A.· ·Yes.

15· · · · · · ·MS. CLARK:· Okay.· That's all I have.

16· ·Thank you.

17· · · · · · ·CHAIRMAN LAVAR:· Thank you.· Any redirect?

18· · · · · · ·MR. DODGE:· No.· Thank you.

19· · · · · · ·CHAIRMAN LAVAR:· Okay.· Mr. White?

20· · · · · · ·COMMISSIONER WHITE:· No questions.

21· · · · · · ·CHAIRMAN LAVAR:· Mr. Clark?

22· · · · · · ·COMMISSIONER CLARK:· No questions.

23· · · · · · ·CHAIRMAN LAVAR:· Thank you, Mr. Higgins.

24· · · · · · ·THE WITNESS:· Thank you.

25· · · · · · ·CHAIRMAN LAVAR:· Do we have a delay now until
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·1· ·the next witness?

·2· · · · · · ·MR. DODGE:· Yes.· My understanding is that

·3· ·there's a public witness set at five o'clock,

·4· ·public witness time?

·5· · · · · · ·CHAIRMAN LAVAR:· Yes.

·6· · · · · · ·MR. DODGE:· And Mr. Swenson said he might be

·7· ·able to come earlier if necessary, but it seems to me

·8· ·unless people think it'll take more than 45 minutes,

·9· ·then it would surprise me that getting back together

10· ·at 4:15 for Mr. Swenson and end at five for any public

11· ·witnesses would make sense.· That would be my proposal.

12· · · · · · ·CHAIRMAN LAVAR:· Okay.

13· · · · · · ·Any objection to that proposal from anyone?

14· · · · · · ·MS. CLARK:· No.

15· · · · · · ·MS. SCHMID:· No objection.

16· · · · · · ·CHAIRMAN LAVAR:· Okay.· We'll be in recess

17· ·until 4:15.· Thank you.

18· · · · · · ·(Recess taken 3:03 p.m. to 4:15 p.m.)

19· · · · · · ·CHAIRMAN LAVAR:· Okay.· We're on the record.

20· · · · · · ·Do we have the next witness on the telephone?

21· ·We do?· Okay.· Mr. Dodge?

22· · · · · · ·MR. DODGE:· Thank you, Mr. Chairman.

23· · · · · · ·For the last witness, this is US Magnesium's

24· ·witness Roger Swenson who's on the telephone with your

25· ·indulgence.· And thank you for that.
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·1· · · · · · ·Mr. Swenson, can you hear me okay?

·2· · · · · · ·THE WITNESS:· Yes, I can.

·3· · · · · · ·MR. DODGE:· Okay.· Good.· If you'll speak up

·4· ·like that, I think people will be able to hear you back.

·5· ·Mr. Swenson --

·6· · · · · · ·CHAIRMAN LAVAR:· Let me put him under oath.

·7· · · · · · ·MR. DODGE:· I'm sorry.· Thank you.

·8· · · · · · ·CHAIRMAN LAVAR:· Mr. Swenson, I'll just place

·9· ·you under oath.· Do you swear to tell the truth?

10· · · · · · ·THE WITNESS:· I do.

11· · · · · · ·CHAIRMAN LAVAR:· Thank you.

12· · · · · · · · · · · · ROGER SWENSON,

13· · · · · · · ·having first been duly sworn, was

14· · · · · · · ·examined and testified as follows:

15· · · · · · · · · · · DIRECT EXAMINATION

16· ·BY MR. DODGE:

17· · · · Q.· ·Mr. Swenson, would you give your full name

18· ·and on whose behalf you're testifying here?

19· · · · A.· ·My name is Roger Swenson.· I work with E-Quant

20· ·Consulting, and I'm testifying in this matter today

21· ·on behalf of US Magnesium.

22· · · · Q.· ·And, Mr. Swenson, did you cause to be prepared

23· ·and filed in this docket US Mag Exhibit 1.0, your direct

24· ·testimony, US Mag Exhibit 1.0R, rebuttal testimony,

25· ·and US Mag Exhibit 1.0SR surrebuttal testimony?
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·1· · · · A.· ·Yes, I did.

·2· · · · Q.· ·And do you have any corrections to any of that

·3· ·prefiled testimony?

·4· · · · A.· ·No, I do not.

·5· · · · Q.· ·And do you adopt that testimony as your

·6· ·testimony under oath here this afternoon?

·7· · · · A.· ·Yes, I do.

·8· · · · · · ·MR. DODGE:· I'd move the admission of

·9· ·US Mag Exhibits 1, 1R, and 1SR, Mr. Chairman.

10· · · · · · ·CHAIRMAN LAVAR:· Any objection from any party?

11· · · · · · ·MR. OLSEN:· No objection.

12· · · · · · ·MS. SCHMID:· No.

13· · · · · · ·MS. CLARK:· No objection.

14· · · · · · ·CHAIRMAN LAVAR:· Okay.· They'll be entered.

15· · · · · · ·(US Mag Exhibit 1.0, Exhibit 1.0R,

16· ·Exhibit 1.0SR marked and admitted)

17· ·BY MR. DODGE:

18· · · · Q.· ·Thank you.· Mr. Swenson, do you have a brief

19· ·summary of your testimony?

20· · · · A.· ·Yes, I do.

21· · · · Q.· ·Would you present that now, please?

22· · · · A.· ·I believe that customers should be shown what

23· ·the proposed charges will be for a period to understand

24· ·the value of spending time to improve accuracy.

25· · · · · · ·I recommend that a year of informative feedback
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·1· ·be provided to customers showing what these charges could

·2· ·be.· I think this will create a more accurate value base

·3· ·driving the accuracy that customers can have and taking

·4· ·the time to do that will establish a better test period

·5· ·data for the basis for actual costs.

·6· · · · · · ·I believe that calculations should include real

·7· ·data and actual costs taking into account net positions

·8· ·for all system gases and usage on the system.

·9· · · · · · ·I believe it should take into account a level

10· ·of baseline flexibility that the system has inherently

11· ·such as line pack before initiating a calculation of

12· ·costs.· I worry about shortcuts that seem easier but

13· ·I don't believe will give the results that we're after

14· ·in this matter.

15· · · · · · ·A single variable charge essentially can

16· ·penalize accurate nominating customers without a cost

17· ·basis.· I'm concerned about implementing rates based

18· ·on a value of service and calculating the cost basis

19· ·on things that may not have occurred.

20· · · · · · ·The best example in this matter is the assumed

21· ·losses of gas on transportation that may or may not have

22· ·occurred and assuming the cost for that imaginary lost

23· ·gas at two times the market value of gas using the

24· ·customer WACOG gas price.

25· · · · · · ·That's the summary of my testimony.
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·1· · · · · · ·MR. DODGE:· Thank you, Mr. Swenson.

·2· ·Mr. Swenson's available for cross-examination.

·3· · · · · · ·CHAIRMAN LAVAR:· Mr. Cook?

·4· · · · · · ·MR. COOK:· No questions.

·5· · · · · · ·MR. WILLIAMS:· No questions.

·6· · · · · · ·CHAIRMAN LAVAR:· Ms. Schmid?

·7· · · · · · ·MS. SCHMID:· No questions.

·8· · · · · · ·CHAIRMAN LAVAR:· Mr. Olsen?

·9· · · · · · ·MR. OLSEN:· Yeah.· I have just a couple.

10· · · · · · · · · · · CROSS-EXAMINATION

11· ·BY MR. OLSEN:

12· · · · Q.· ·Can you hear me, Mr. Swenson?

13· · · · A.· ·Yes.· I'm turning my phone up just a little

14· ·bit.· But let me try now.

15· · · · Q.· ·All right.· Thank you.· This is Rex Olsen.

16· ·I'm the lawyer for the Office of Consumer Services.

17· · · · · · ·Do you have your surrebuttal testimony?

18· · · · A.· ·Yes, I do.

19· · · · Q.· ·Can I ask you to look at lines 32 through 36?

20· · · · A.· ·I've got that up.

21· · · · Q.· ·Great.· Thank you.· It appears there that

22· ·you're suggesting that the Company should train less

23· ·sophisticated TS customers how to forecast demand.

24· · · · · · ·Is that a fair assessment on that?

25· · · · A.· ·I'm sorry.· I was looking at my rebuttal
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·1· ·testimony.

·2· · · · Q.· ·Ah.· That would do it.

·3· · · · A.· ·Yes.· Now I'm looking at it.· Yeah.· What I was

·4· ·suggesting there, that the Company may have the better

·5· ·expertise to help some of these smaller individual

·6· ·customers learn how to forecast somewhat better.

·7· · · · Q.· ·Well, who would you suggest should pay for that

·8· ·service?· Would that be the sales customers or the TS

·9· ·customers or who?

10· · · · A.· ·Well, I think the -- I think that all

11· ·transportation customers pay a fixed cost fee to help

12· ·cover the costs of the extra services that the Company

13· ·provides.· So, I assume that those account reps could be

14· ·utilized that are being paid out of those administrative

15· ·charges.

16· · · · Q.· ·Well, I'd submit that might not that kind of

17· ·training be better considered the responsibility of the

18· ·agents who have solicited the customers?

19· · · · A.· ·I'm not sure I believe that it's the agent's

20· ·responsibility.· You know, I believe it's the customer's

21· ·responsibility to do it right, but I believe that the

22· ·entity with probably the best knowledge about how to

23· ·forecast your gas usage is the company and their experts

24· ·that work with these customers for many years.

25· · · · Q.· ·I guess the final question I have on that is,
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·1· ·by what metric or who would determine which of these

·2· ·customers would lack the sophistication such that they

·3· ·would qualify for the services?

·4· · · · A.· ·Oh.· I think if you were following my first

·5· ·point where I'm suggesting that I think customers should

·6· ·be given the feedback for some period of time to see how

·7· ·bad they are, we could take a look at the worst

·8· ·25 percent of all customers.

·9· · · · · · ·And I think that probably providing that kind

10· ·of feedback to people can change behavior in a positive

11· ·way by telling people that if you're the worst person

12· ·in terms of your percentage of nominations on the whole

13· ·system, you know you've got something wrong.

14· · · · · · ·MR. OLSEN:· Okay.· I have nothing further.

15· ·Thank you.· I appreciate that.

16· · · · · · ·THE WITNESS:· Sure.

17· · · · · · ·CHAIRMAN LAVAR:· Ms. Clark?

18· · · · · · ·MS. CLARK:· I have no questions.· Thank you.

19· · · · · · ·CHAIRMAN LAVAR:· Okay.· Any redirect,

20· ·Mr. Dodge?

21· · · · · · ·MR. DODGE:· No.· Thank you, Mr. Chairman.

22· · · · · · ·CHAIRMAN LAVAR:· Commissioner White?

23· · · · · · ·MS. CLARK:· No questions.

24· · · · · · ·CHAIRMAN LAVAR:· Commissioner Clark?

25· · · · · · ·COMMISSIONER CLARK:· No questions.
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·1· · · · · · ·CHAIRMAN LAVAR:· Thank you, Mr. Swenson.

·2· ·We're all finished.

·3· · · · · · ·THE WITNESS:· Thank you very much for indulging

·4· ·me on the phone with testimony.· I appreciate that from

·5· ·the Commission and all the parties.· Thanks.

·6· · · · · · ·CHAIRMAN LAVAR:· Any other matters that need

·7· ·to be addressed before we recess until the public witness

·8· ·hearing at five o'clock?

·9· · · · · · ·MS. CLARK:· The only matter the Company would

10· ·raise, we would request the opportunity for post-hearing

11· ·briefs in lieu of closing statements.

12· · · · · · ·So, we would make that request.

13· · · · · · ·CHAIRMAN LAVAR:· Post-hearing legal brief or

14· ·statement or ...

15· · · · · · ·MS. CLARK:· Either.· We'd like the opportunity

16· ·to synthesize some of what was said here today along with

17· ·the prefiled testimony to the extent that there are legal

18· ·issues.· And I think a couple have been raised today.

19· · · · · · ·We'd like to address those in a brief or

20· ·statement post hearing rather than having closing

21· ·statements here tonight.

22· · · · · · ·CHAIRMAN LAVAR:· Do you have a proposal

23· ·in terms of timeframe and whether there should be a page

24· ·limit or anything like that before we go to the other

25· ·parties?
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·1· · · · · · ·MS. CLARK:· I would -- we're happy to do

·2· ·whatever the Commission thinks is appropriate.· I hadn't

·3· ·given page limits any thought, but I think a week or ten

·4· ·days would be plenty of time to put together what we

·5· ·need.

·6· · · · · · ·CHAIRMAN LAVAR:· Okay.· Thank you.

·7· · · · · · ·Ms. Schmid, any comment on the proposal?

·8· · · · · · ·MS. SCHMID:· Yes, I do.· If post-hearing briefs

·9· ·are ordered, I believe that it would be necessary to have

10· ·a copy of the transcript in hand for those briefs to be

11· ·most meaningful.· So, if they are ordered, I'd suggest

12· ·that the time period begin to run after the transcript

13· ·is posted on the Commission's Web site.

14· · · · · · ·MS. CLARK:· The Company would be happen to

15· ·arrange with the court reporter for an expedited

16· ·transcript as well to the extent that's helpful.

17· · · · · · ·CHAIRMAN LAVAR:· Okay.· Thank you.

18· · · · · · ·Anything else, Ms. Schmid?

19· · · · · · ·MS. SCHMID:· I may ask for a few extra days

20· ·for all of us because, yes, I'll say it on the record,

21· ·I'm going on vacation.

22· · · · · · ·CHAIRMAN LAVAR:· Okay.· Mr. Olsen?

23· · · · · · ·MR. OLSEN:· I don't believe the Office feels

24· ·that's necessary to have post-hearing briefs, but

25· ·obviously if you direct us to do those, we will do them
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·1· ·and I would agree it would be helpful to have the

·2· ·transcript in as much as time as you deem you could

·3· ·reasonably provide us as we're all busy.

·4· · · · · · ·CHAIRMAN LAVAR:· Okay.· Let me just ask one

·5· ·more question of these two before we go on.· And this

·6· ·question is for everyone to consider, though.

·7· · · · · · ·Is there a bunch of practical distinction

·8· ·between the Commission ordering briefing or the

·9· ·Commission allowing briefing?· In a practical sense,

10· ·does that make any difference?

11· · · · · · ·MS. SCHMID:· Only with regard to when that time

12· ·period begins to run.

13· · · · · · ·CHAIRMAN LAVAR:· Okay.· Mr. Olsen?

14· · · · · · ·MR. OLSEN:· Well, I guess if it's ordered,

15· ·we of course have to do it.· If it's something that is

16· ·discretionary, we would decide whether as a matter of

17· ·policy it was worth the time or trouble.· So, I guess

18· ·that would be the distinction I would make on that.

19· · · · · · ·CHAIRMAN LAVAR:· Okay.· Thank you.

20· · · · · · ·Mr. Dodge?

21· · · · · · ·MR. DODGE:· And I would leave it up to the

22· ·Commission whether you think post-hearing briefs would be

23· ·useful or not.· I think the practice is typically not to

24· ·include those other than in cases where you think it

25· ·might be helpful for parties to kind of bring their
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·1· ·positions together in one statement.

·2· · · · · · ·So, my view is, if the Commission thinks it

·3· ·would be helpful, you should request those.· If not,

·4· ·I think you shouldn't if you think you understand

·5· ·everything adequately, but we're more than happy

·6· ·to brief it if you think that would be helpful.

·7· · · · · · ·CHAIRMAN LAVAR:· Thank you.

·8· · · · · · ·MR. COOK:· I'll just reiterate Mr. Dodge's

·9· ·comments.

10· · · · · · ·CHAIRMAN LAVAR:· Okay.· Thank you.

11· · · · · · ·Mr. Williams?

12· · · · · · ·MR. WILLIAMS:· The only thing I think I would

13· ·add is that if the Commission desires to have some

14· ·post-hearing briefs that you may want to direct us as to

15· ·what issues or should we brief a position generally.

16· ·If there's something specifically that you would like us

17· ·to address, I'd like some direction on that if possible.

18· · · · · · ·CHAIRMAN LAVAR:· Okay.· I think we should

19· ·probably recess and discuss the issue, but before we do

20· ·that, I'll see if Commissioner White or Commissioner

21· ·Clark have any questions before we recess for a minute

22· ·or two.

23· · · · · · ·COMMISSIONER CLARK:· I'm just thinking maybe

24· ·we ought to report back at five what we decide --

25· · · · · · ·CHAIRMAN LAVAR:· Is everybody in the room going
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·1· ·to be back at five?

·2· · · · · · ·COMMISSIONER CLARK:· -- instead of reconvening

·3· ·twice.

·4· · · · · · ·CHAIRMAN LAVAR:· That makes sense.

·5· · · · · · ·COMMISSIONER WHITE:· Good idea.

·6· · · · · · ·CHAIRMAN LAVAR:· Okay.· Anything further, then?

·7· · · · · · ·MS. CLARK:· No.· Thank you.

·8· · · · · · ·CHAIRMAN LAVAR:· Okay.· We will be in recess

·9· ·until five o'clock.

10· · · · · · ·MS. SCHMID:· Thank you.

11· · · · · · ·(Recess taken 4:28 p.m. to 5:00 p.m.)

12· · · · · · ·CHAIRMAN LAVAR:· Okay.· We're back on the

13· ·record, and we are we reconvened for the public witness

14· ·portion of this hearing.

15· · · · · · ·Before we go to that, we have discussed the

16· ·request for post-hearing submissions.

17· · · · · · ·So, we are not going to mandate any

18· ·submissions, but we will accept up to, listening to the

19· ·time concerns expressed, up to 15 calendar days after

20· ·the hearing transcript is entered into the docket,

21· ·is received and posted on the Web site.· We'll accept

22· ·submissions up to 15 pages.

23· · · · · · ·We are not going to dictate that they have

24· ·to be submitted or whether they are briefs or statements

25· ·or comments.· And we don't have any issues that we're

http://www.litigationservices.com


Page 241
·1· ·specifically requesting to be addressed.· So, that's

·2· ·going to be in each party's discretion on what to do.

·3· · · · · · ·Are there any questions about that process?

·4· · · · · · ·(No verbal response)

·5· · · · · · ·CHAIRMAN LAVAR:· And if any party wants

·6· ·to work out with the court reporter to expedite the

·7· ·process for getting that transcript, would you have

·8· ·information here today to give to someone?

·9· · · · · · ·(Affirmative response by the court reporter)

10· · · · · · ·CHAIRMAN LAVAR:· Any questions about that?

11· · · · · · ·MS. CLARK:· No.· Thank you.

12· · · · · · ·CHAIRMAN LAVAR:· Okay.· Does anyone have a

13· ·sign-in sheet for public comment?

14· · · · · · ·(Discussion off the record)

15· · · · · · ·CHAIRMAN LAVAR:· So far we're not aware of

16· ·anyone?· Okay.· Well, why don't we give it -- okay.

17· · · · · · ·We're still at zero?

18· · · · · · ·(Affirmative response)

19· · · · · · ·CHAIRMAN LAVAR:· Okay.· Well, then what I would

20· ·propose, to avoid us sitting here uncomfortably looking

21· ·at everyone in the room, is that we would adjourn until

22· ·the earlier of either someone -- and we'll have someone

23· ·checking in here to see if someone does show up.

24· · · · · · ·So, if someone shows up, we'll come back

25· ·immediately.· This was noticed up that anyone who wanted
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·1· ·to speak needed to be here by five-thirty and we would

·2· ·accommodate anyone who arrived by five-thirty.· That was

·3· ·on the scheduling notice.

·4· · · · · · ·So, we would propose to re-adjourn at the

·5· ·earlier of someone arriving to provide public comment

·6· ·or five-thirty.· Any objection to that?

·7· · · · · · ·(No verbal response)

·8· · · · · · ·CHAIRMAN LAVAR:· Okay.· We're in adjournment

·9· ·until the earlier of those two times.

10· · · · · · ·MS. SCHMID:· Thank you.

11· · · · · · ·(Recess taken 5:02 p.m. to 5:32 p.m.)

12· · · · · · ·CHAIRMAN LAVAR:· Okay.· We're back on the

13· ·record.· I'll ask Mr. Olsen.

14· · · · · · ·Can we confirm that no one has made an

15· ·appearance to make public comment?

16· · · · · · ·MR. OLSEN:· No one has contacted our office.

17· ·So, I guess no one's here.

18· · · · · · ·CHAIRMAN LAVAR:· Okay.· Thank you.

19· · · · · · ·If there's nothing further from anyone,

20· ·then we're in adjournment.· Thank you.

21· · · · · · ·MS. CLARK:· Thank you.

22· · · · · · ·MS. SCHMID:· Thank you.

23· · · · · · ·(Proceedings concluded at or about 5:32 p.m.)
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·1· · · · · · · · · · · · · CERTIFICATE

·2

·3· · · · · · ·This is to certify that the foregoing

·4· ·proceedings were taken before me, CLARK L. EDWARDS, a

·5· ·Certified Shorthand Reporter and Notary Republic in and

·6· ·for the State of Utah, residing at West Jordan, Utah;

·7· · · · · · ·That the proceedings were reported by me in

·8· ·stenotype and thereafter caused by me to be transcribed

·9· ·into typewriting, and that a full, true, and correct

10· ·transcription of said proceedings so taken and

11· ·transcribed is set forth in the foregoing pages,

12· ·inclusive.

13· · · · · · ·I further certify that I am not of kin or

14· ·otherwise associated with any of the parties to said

15· ·cause of action, and that I am not interested in the

16· ·event thereof.

17

18· · · · · · · · · · ·_____________________________________

19· · · · · · · · · · ·Clark L. Edwards, CSR
· · · · · · · · · · · ·Utah License No. 109221-7801
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/ 
COST-OF-SERV1CE GAS 


Cost-of-Scrvice (COS) Modeling Factors 


For over three decades, Questar Gas' customers have benefitted from natural gas 
produced pursuant to the Wexpro Agreement.41 The Wexpro Agreement, signed in 1981, 
defines the relationship between Wexpro and Questar Gas. Under this relationship, Wexpro 
manages and develops natural gas reserves within a limited and previously established group 
of properties. Production from these reserves is delivered to Qucstar Gas at cost-of-scrvice, 
which historically, on average, has been lower-priced than market-based sources. 


In recent years, natural gas supplies provided pursuant to the Wexpro Agreement 
have exceeded one half of the total annual supplies required to meet the needs of Questar Gas 
customers. During calendar year 2013, Wexpro produced 71.9 MMDth of cost-of-service 
supplies, up from the 70.0 Bcf level produced during calendar year 2012.42 The 2013 
production level was approximately 59 percent of Questar Gas' supply requirement.13 As 
development drilling continues to occur, Wexpro anticipates that there will be many more 
years of production from these sources, due in part to technological improvements in drilling 
and production methods. 


From calendar year 2012 to 2013, the total costs, net of credits and overriding 
royalties, for cost-of-service production increased by approximately 12.4 percent. This 
increase was driven primarily by two cost components. First, the development-gas cost-of-
service component increased by approximately 7.8 percent. Second, royalties paid to other 
parties increased by approximately 38.6 percent, driven by increases in natural gas market 
prices, a factor that no single entity can control. Cost-of-service production is an effective 
long-term hedge against price volatility. A continuous drilling program allows for the 
retention of valuable personnel. More information on Wcxpro's planned development-
drilling programs is contained in the Future Resources part of the 4*Cost of Service Gas" 
section of this report. 


In January of 2014, the Utah and Wyoming Commissions approved the Trail Unit 
Acquisition as a Wexpro II Property. The terms and conditions of the frail Unit Acquisition 
Settlement Stipulation contained in Section 14 govern the transition time period from the 
approval date of the Trail Acquisition through May 31, 2015. During this period, Wexpro 
production volumes that cannot be used to meet demand or be injected into storage facilities 
will either be shut in or sold to a third party. Questar Gas will minimize costs to customers 
by evaluating whether production is to be shut in or sold by comparing the sales price for 
natural gas with the estimated price of cost-of-service production alter subtracting the 


4 1 " The Wexpro Stipulation and Agreement," Executed October 14, 1981, Approved October 28, 1981. by 
Public Service Commission of Wyoming and December 31, 1981, by Public Service Commission of Utah. 
4 2 On a net revenue interest basis, cost-of-service production was 59.2 Bcf for 2013 and 57.5 Bcf for 2012. See 
Questar Corporation's 2013 Annual Report, Page 31. 
4 3 Questar Corporation's 2013 Annual Report, Page 3. 
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T R A N S P O R T A T I O N OF C U S T O M E R - S E C U R E D NATURAL GAS 
(Continued) 


6. OPERATING PROCEDURES (Continued) 


(c) Intraday Nominations will replace existing Standing Nominations only for the 
duration of the flow day requested. 


(d) Balancing quantities nominated under the provisions of Section 6.9 herein as 
well as any gas to be scheduled under the Title Assignment provisions of the 
Special Supplementary Tariff — Interstate Pipeline Capacity Services 
Provisions must be separately identified in the Nomination. The Utility shall 
determine and notify the customer if there is sufficient operating flexibility to 
schedule such quantities. The Utility will only accept balancing and Title 
Assignment quantities for Cycle 1 Nominations. 


(e) Nominations for multiple customer premises must specify tho quantity of gas 
to be scheduled at each of the Utility's receipt points with its upstream 
interstate pipeline(s). The customer or Agent must specify, prior to the flow 
day, the method to be used by tho Utility for allocating imbalances among 
individual customers. If the allocation method is not specified prior to the flow 
day, the Utility will allocate any imbalances pro rata from the Cycle 1 
Nomination. 


6.2 Limitation Uoon the Utility's Transportation Obliqations: Customer shall cause 
deliveries into the Utility's system of volumes to be transported hereunder to be made 
at approximately a uniform rate. On any operating day, the Utility may refuse to accept 
quantities of gas that result in fluctuations in excess of 20 percent from the volumes 
transported during the previous operating day. Fluctuations in excess of 20 percent 
shall only be allowed if prior approval has been obtained from the Utility's dispatcher. 


6.3 Records of Scheduled Quantities: 


(a) The Utility shall keep accurate records of the quantities of gas scheduled for 
transportation and any imbalances, which records shall be made available to 
tho customer at its request. If the customer's gas is commingled with other 
gas at the Receipt Point or at the Delivery Point(s), the scheduling 
arrangements and the Utility's records shall include procedures for the 
division of the total quantity at such points. 


(b) On any day when a customer's metered quantity differs from the sum of the 
customer's scheduled transportation quantity and approved imbalance 
adjustment, the difference shall be balanced subject to Sections 6.9 and 7 
herein. 


Issued by 
Issued On November 2 7 . 2 0 0 6 John P. Hester Effective June 2 8 . 2 0 0 7 
Docket No. G-01551A-06-0746 Senior Vice President Decision No. 69668 
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VECTREN ENERGY DELIVERY OF OHIO, INC. 
Tariff for Gas Service 


Sheet No. 51 C'A:------OO 
Original Page 1 of 6 --..LI_ E'_ C_fO_S.S-J 


P.U.C.O. No. 3 


NOMINATION AND BALANCING PROVISIONS 
(LARGE GENERAL, LARGE VOLUME, AND POOL 


OPERATOR) 


APPLICABILITY 
The following proVISIons shall apply to each Transporter and to each non-Pooling 
Transportation Customer being provided Gas Service under Rate 345 0( Rate 360. For 
purposes of these Nomination and Balancing Provisions only, the term "Transporter" 
shall mean "Pool Operator" and "non-Pooling Transportation Customer." 


NOMINATION PROVISIONS 
Transporter shall notify Company of Ihe exact daily quantity of gas nominated 10 be delivered to 
Company at pipeline delivery points agreeable to Company (Daily Pipeline Nomination). 
Company may require Transporter to allocate its Daily Pipeline Nomination to specified city-gate 
pipeline delivery polnls based on minimum and maximum allocation percentages (City-Gate 
Allocations), which Company may revise from time to time, based on operational 
considerations. Changes to City-Gate Allocations may be made effective annually after four 
months prior notice, unless extraordinary consldorations require a shorter interval or notice 
period. Company may, based on operational considerations, require modification of 
Transporte(s Daily Pipeline Nominations or deliveries that do not comply with these city-gate 
allocation percentage requirements. 


Transporter shall provide notice to Company prior to each change in Transporte(s Daily 
Pipeline Nomination by submitting to Company the nomination, via Company's EBB, by no later 
Ihan 11 :00 AM Central, Clock Time rCCT") of the workday previous to the start date of the Daily 
Pipeline Nomination. The nomination shall include information as required in Company's EBB. 
Notwithstanding the above, Company shall accept nominations submitted after the deadline 
specified above In accordance with the pipelirl/l's Intra-day nomination schedules. Until 
Transporter submits the required nomination to Company Transporte(s nominations of daily 
quantities shall be zero. Unless otherwjse permitted. py Company, the Nomination Period shall 
not exceed thirty-one days. . 


Transporter shall be responsible fO( verifying and, if necessary, comacting its Daily Pipeline 
Nomination SO that It matches Transporter's confirmed pipeline deliveries and Is compliant with 
the City-Gate Allocations percentage requirements. 


Transporter shall pay a Nomination Error Charge of $.25 per Dekatherm on the quantity 
difference between Transporter's final Daily Pipeline Nomination and the confirmed pipeline 
deliveries under Transporte(s Daily Pipeline Nomination for each day such difference occurs 
("Error Occurrences"). Transporter shall be allowed two Error Occurrences without charge each 
twelve months. Documented force majeure conditions and waivers of this charge shall not 
result In an Error Occurrence. 


Transporter shall be assessed a City-Gate Allocation Non-Compiiance Charge of $.50 per 
Dekatherm on the quantity difference if the Transporte(s Daily Pipeline Nomination Is less than 
the minimum or greater than the maximum city gate allocation requirements, which are 
calculated as the minimum 0( maximum city gate allocation percentages multiplied by the 
Transport91's Dally Pipeline Nomination rNon-Compliance Occurrences"). Transporter shall be 
allowed two Non-Compliance Occurrences without charge each twelve months. Documented 
force majeure conditions and waivers of this charge shall not result in a Non-Compliance 
Occurrence. 


Flied pursuant to the Finding and Order dated January 7,2009 in Case No. 07-1080-GA-AIR oIThe 
Public Utilities Commission of Ohio. 


Issued February 17, 2009 Issued by Jerrold L. Utrey, Vice-President Effective February 22,2009 
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1 III. M M T B A L A N C I N G C H A R G E S 


2 Q. HOW DOES NFGD DETERMINE THE AMOUNT OF INTERSTATE 


3 PIPELINE CAPACITY TO RESERVE? 


4 A. NFGD reserves capacity sufficient to meet the anticipated design day 


5 requirements of its PGC sales customers, Choice transportation customers 


6 and the balancing requirements of Monthly Metered Transportation ("MMT") 


7 and Daily Metered Transportation ("DMT") customers. Design peak is an 


8 extremely cold winter day which a gas utility selects and utilizes for capacity 


9 planning purposes. Design peak days are typically expected to occur once 


10 every 10 to 20 years. The design peak day selected by NFGD for capacity 


11 planning purposes is a day with an average temperature of - 9T . 


12 Q. WHAT IS THE MONTHLY MMT BALANCING CHARGE? 


13 A. NFGD incurs costs to accommodate the differences between the daily 


14 consumption quantities of MMT customers and the daily quantities of gas 


15 delivered to NFGD on behalf of MMT transportation customers. These costs 


16 are recovered from MMT customers through a balancing charge. The design 


17 of the MMT Balancing Charge is presented in PGC Exhibit No. 24A. The 


18 current MMT Balancing Charge is $0.25 per Mcf, and the proposed MMT 


19 Balancing Charge to be effective August 1, 2015 is $0.29 per Mcf. 


20 Q. WHAT IS YOUR CONCERN WITH NFGD'S MMT BALANCING 


21 CHARGES? 


22 A. The current $0.25 per Mcf MMT Balancing Charge, established in the 


23 Company's 2014 1307(f) proceeding at Docket No. R-2014-2399610, was 


24 designed based on the then anticipated balancing requirements of MMT 
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1 A. The Company is requesting an effective date of April 1, 2015. Any changes approv ed 


2 to the methodology for calculating firm transportation customer balancing charges 


3 would take effect with the first GSR filing made after April I . 2015, with rates that 


4 would become effective Nov ember 1, 2015. 


5 VI. EVALUATION OF AMENDED APPLICATION 


6 Q. ARE THERE ASPEC I S OF THE COMPANY'S AMENDED APPLIC ATION 


7 WITH WHIC H YOU AGREE? 


8 A. Yes. I agree with Chesapeake's proposal to release excess upstream pipeline capacity 


9 into the open market. I also agree with the Company's proposal to assess GS, ECJS. 


10 MVS, and BMVS transportation customers a balancing charge. This is appropriate 


11 because the Company is required to maintain interstate pipeline capacity to meet the 


12 design day balancing requirements of these customers. 


13 Q. ARE THERE ASPECTS OF THE COMPANY'S AMENDED APPLICATION 


14 WITH WHICH YOU DISAGREE? 


15 A. Yes. I disagree with the following aspects of the Company's Amended Application: 


16 • The calculation of the amount of excess upstream pipeline capacity to be 
17 released; and 


18 • The crediting to firm sales customers of 90 percent of the revenues received 
19 from the release of excess upstream pipeline capacity. 


20 Q. WHY DO YOU DISAGREE WITH THE COMPANY'S CALCULATION OF 


21 THE AMOUNT OF EXCESS UPSTREAM PIPELINE CAPACITY TO BE 


22 RELEASED? 


23 A. Chesapeake currently maintains 77,942 Dth of total upstream pipeline capacity, 


24 consisting of 66,172 Dth of unbundled FT transportation capacity and 11,770 Dth of 


25 firm transportation capacity that is bundled with storage service. In addition, the 
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1 customers are permitted to deliver more gas to UGI on a daily basis than they consume 


2 without restriction or penalty. 


3 


4 The proposals reflected in Supplement No. 91 were designed in response to the 


5 implementation of Order No. 636 by UGI's interstate pipeline suppliers. UGI's larger 


6 interstate pipeline suppliers, specifically Texas Eastern Transmission and Transcontinental 


7 Gas Pipe Line, permit positive and negative daily imbalance tolerances of 10 percent for 


8 basic transportation service. Therefore, positive daily imbalance tolerances on the UGI 


9 system should be lunited to 10 percent, and a penalty assessed for positive imbalances 


10 which exceed 10 percent. This would result in the imposition of the same balancing 


11 requirements on UGI's transportation customers as is placed on UGI by its interstate 


12 pipeline suppliers. 


13 


14 Q. WHAT IS THE BASIS FOR YOUR RECOMMENDATION THAT PROPOSED 


15 RATE MBS BE ELIMINATED? 


16 A. Rate MBS should be eliminated for a number of reasons. First, the Company's proposed 


17 cash-out mechanism already provides for the resolution of monthly imbalances. 


18 Therefore, the Rate MBS alternative is duplicative and unnecessary. 


19 


20 Second, the proposed cash-out procedure is consistent with the imbalance 


21 resolution mechanism recommended by the Commission in its Advance Notice of 
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1 DTI. Generally, Texas Eastern delivered supplies are injected into DTI storage, and 


2 delivery from DTI storage to Equitable is effectuated by Equitrans. 


3 H I . INTERSTATE PIPELINE CONTRACTS 


4 Q. Wl 1 AT IS A DESIGN PEAK DAY? 


5 A. Design peak day is an extremely cold day that is expected to occur once every 10 to 20 


6 years which a natural gas distribution company ("NGDC") such as Equitable selects and 


7 utilizes for capacity planning purposes. An NGDC would generally estimate its 


8 customers' requirements (or demands) under design peak day conditions and secure 


9 various capacity resources sufficient to meet those requirements. 


10 Q. WHAT DESIGN PEAK DAY CRITERIA ARE USED BY EQUITABLE FOR 


11 CAPACITY PLANNING BY EQUITABLE? 


12 A. The design peak day utilized by Equitable for capacity planning purposes is a January 


13 weekday with a mean temperature of -l()°F (75 heating degree days) and an average wind 


14 speed of 15.8 mph. 


15 Q. DOES EQUITABLE RESERVE PIPELINE CAPACITY TO MEET THE 


16 REQUIREMENTS OF ALL OF ITS CUSTOMERS? 


17 A. No. Equitable reserves sufficient capacity to meet the design peak day requirements of 


18 its PGC sales customers and small transportation customers participating in the 


19 Company's customer choice program. larger transportation customers are generally 


20 responsible for securing their own capacity; however, Equitable docs reserve capacity to 


21 meet the balancing and standby service requirements of larger transportation customers. 


22 
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1 INTRODUCTION AND SUMMARY 


2 Q: Please state your name, business address and title. 


3 A: My name is Douglas D. Wheelwright; my business address is 160 East 300 South, Salt Lake 


4 City, Utah 84114. I am a Technical Consultant with the Division of Public Utilities 


5 (Division). 


6 Q: On whose behalf are you testifying? 


7 A: The Division. 


8 Q: Please describe your position and duties with the Division. 


9 A: As a technical consultant, I examine public utility financial data and review filings for 


10 compliance with existing programs as well as applications for rate increases. I research, 


11 analyze, document, and establish regulatory positions on a variety of regulatory matters. I 


12 review operations reports and evaluate the compliance with the laws and regulations. I 


C""^ provide written and sworn testimony in hearings before the Public Service Commission of 


14 Utah (Commission) and assist in the case preparation and analysis of testimony. 


15 Q: Please summarize your educational and professional experience. 


16 A: I hold a Bachelor's degree in Finance from Weber State University. Prior to working for the 


17 Division I was a financial advisor for 10 years and held SEC Series 7,9,10, 63 and 66 


18 licenses and have held insurance and real estate licenses. I began working for the Division in 


19 2008 and have attended the NARUC Advanced Studies Program at Michigan State 


20 University and have completed a number of other utility regulation training courses. I have 


21 earned the professional designation Certified Rate of Return Analyst (CRRA) from the 


22 Society of Utility and Regulatory Financial Analysts. I have provided testimony to the 


23 Commission and appeared as a Division witness in previous dockets. 


24 


25 
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26 


27 BACKGROUND AND OVERVIEW 


28 Q: Wi l l you briefly review the background and factual framework surrounding this 


29 docket? 


30 A: Yes. On December 18, 2014, Questar Gas Company (Company or Questar Gas) submitted 


31 an application to make changes to the Utah Natural Gas Tariff No. 400 in order to charge 


32 transportation customers for the use of supplier-non-gas services. On January 6, 2015 the 


33 Commission held a scheduling conference to establish filing dates and a hearing date. On 


34 May 5, 2015, Parties other than Questar Gas, the Division and the Office filed comments on 


35 the proposed changes. Comments and Testimony have been filed by the Company and by 


36 seven other intervening parties in this docket. The issues surrounding the incorrect 


37 nominations by natural gas marketing companies were raised in the last general rate case 


38 (Docket No. 13-057-03) and in The Formal Complaint against Questar Regarding 


39 Nomination Procedures and Practices for Transportation Services (Docket No. 14-057-19). 


40 Q: What is the purpose of your testimony in this matter? 


41 A: I will not attempt to address each aspect of the various positions that have been provided by 


42 the Company and by other parties in direct testimony. My comments are limited to 


43 addressing the broad topics and purpose of the proposed changes to the tariff. I wil l not 


44 comment on the appropriate method or items that should be considered in the calculation of a 


45 charge to Transportation Service (TS) customers. My testimony is limited to a discussion of 


46 the need for the proposed changes to the tariff and a discussion of the public interest. 


47 However, silence on any issue does not signify the Division's agreement. 


48 In summary, the Division is in agreement with the Company that TS customers should pay 


49 for the services that are being using, however it is not clear what costs should be included in 


50 the calculation. The second issue related to the TS customer nominations could be improved 


51 through better use of the existing tariff. 
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52 Q: What is your understanding of the purpose for the proposed changes to the Company's 
53 tariff? 


54 A: The Company stated that there are two main objectives in this filing. First, the Company is 


55 seeking to assign costs to transportation customers for the supplicr-non-gas services they use 


56 on the system.1 Second, the Company has proposed a new rate design to give customers an 


57 incentive to more closely match their nominations to their usage.2 Issues surrounding the 


58 proper nomination of natural gas by TS customers and their agents were addressed in the 


59 previous rate case and continue to be a concern for the Company. Nominating or bringing 


60 the incorrect volume of natural gas to the Questar Gas system can have an adverse impact on 


61 the efficient operation of Questar's system, and in particular to system reliability as well as 


62 storage plarining and usage. I f TS customers nominate less than they actually consume, the 


63 Company could be forced to move gas from storage facilities in order to meet the demand. I f 


64 TS customers nominate or bring more gas to the Questar system, the Company could be 


65 forced to move the excess volumes into storage facilities and potentially shut in cost-of-


) service production. These unanticipated requirements to move gas on the Questar system 


67 require the use of no-notice services on the pipelines. The cost for these services are 


68 currently built into the rates paid by GS customers and are not allocated to TS customers. 


69 Q: Can you provide an example of how this could occur on the Questar Gas system? 


70 A: Yes. During the summer months, the Company plans to inject an average of 75,000 Dth per 


71 day of Wexpro gas into Clay Basin storage to be used during the winter heating season. This 


72 planned storage can be disrupted when Transportation customers pack (over deliver) gas to 


73 the Questar system over weekends and holidays. Let me illustrate this with two recent 


74 examples. 


75 During the Memorial Day weekend, (May 24-25,2015) marketers collectively brought an 


76 additional 30,895 Dth to the system on Sunday and 32,833 on Monday. More recently, on 


77 Saturday, June 13,2015 marketers collectively brought an additional 41,123 Dth to the 


1 Kelly B Mendenhall, page 1, lines 18-19. 
2 Kelly B. Mendenhall, pages 1 - 2, line 21 - 23. 
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78 system.3 An over-supply of gas could require the Company to use no-notice services to 


79 move the gas and could delay an equivalent amount of Wexpro production from going into 


80 storage. Furthermore, it is the Division's understanding that this situation can, and has in the 


81 past, caused Questar to shut-in Company owned production which would be an additional 


82 cost borne by firm sales customers. 


83 Q: Can you provide some perspective on the type of customers and the volume of natural 


84 gas that is nominated to the Questar Gas system by TS customers on a regular basis? 


85 A: Yes. There are approximately 300 customers that have chosen to contract for transportation 


86 service. While the number of customers is relatively small, the volume of gas used by these 


87 customers represents approximately 25% of the total annual volume on the Questar Gas 


88 system.4 Fable 1 below is a summary of the volume of natural gas for transportation 


89 customers for the last five years. 


90 Table 1 


2010 2011 2012 2013 2014 
5 YEAR 


A V E R A G E 
Transport 
Dth 40,788,624 38,831,936 41,000,912 46,441,514 46,585,078 42,729.613 


24.1% 22.7% 25.2% 25.3% 25.4% 24.5% 


TOTAL Dth 169,554,916 170.761,613 162,914,407 183,786,264 183.558,806 174.115.201 
91 


92 While some of the natural gas consumed by TS customers is used for heating, the majority is 


93 used in various manufacturing processes. The manufacturing processes generally have a 


94 more consistent gas requirement throughout the year and do not have the same seasonal 


95 fluctuation as the gas provided to GS customers which is primarily used during the winter 


96 months for heating. A review of the actual volume on a monthly basis has revealed that 


97 during many of the summer months, the volume of natural gas for the 300 transportation 


98 customers is equal to and in some cases greater than the volume of natural gas for the 


3 DPU Field Data request, June 30,2015. 
4 Volumes have been taken from the Questar Gas results of Operation, Dec 31, 2010 - Dec 31, 2014. Transportation 
volumes exclude special contracts. 
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remaining 950,000 GS customers. Chart 1 below shows the monthly volume of natural gas 


for TS customers compared to the volume for sales customers during calendar year 2014. 


Chart 1 


2014 Transportation and Sales Volume (Dth) 
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103 


104 As represented in the graph, the usage for TS customers is not as seasonal and has a more 


L05 consistent usage pattern across all months of the year. With the large volumes associated 


. with the transportation customers, bringing the correct volume of gas to the Questar system is 


107 important for system reliability as well as for cost-of-service production and storage 


108 planning. 


109 Q: The Company has approximately 300 customers in the TS rate class. Are the 300 


110 customers similar to each other in the amount of gas used? 


111 A: No. The volumes within this class are heavily weighted toward the larger customers with a 


112 large difference between the small and the large customers. Of the 300 customers in the TS 


113 class, the annual usage varies from as low as 1,500 Dth per year for the smaller customers to 


114 over 6.6 million Dth per year for the largest customer.5 (For comparison, GS rates assume 


115 that a typical residential customer will use 80 Dth per year.) The 10 largest TS customers 


116 represent approximately 58% of the total TS volume. The largest 40 customers represent 


117 approximately 80% of the total TS volume. ITie remaining 260 smaller TS customers 


118 represent 20% of the total TS volume. 


5 Kelly B. Mendenhall, Exhibit E3. 


- 5 -







Docket No. 14-057-31 
DIRECT TESTIMONY 


Douglas D. Wheelwright 
DPU Exhibit No. 1.0D 


July 2,2015 


119 Q: Why have you included the historical volume information in your testimony for this 


120 case? 


121 A: Questar Gas claims that improper nominations could have an impact on the Company's gas 


122 system and that TS customers are using the services that are being paid for by GS customers. 


123 In order to look at these claims it is important to understand and recognize the percentage of 


124 the total volume that the TS customers bring to the system and which of the TS customers 


125 could have the greatest impact on the system i f the nominations are unreliable. I have 


126 included the historical volume information to demonstrate the significance and potential 


127 impact that incorrect nominations could have on the Questar Gas system. 


128 For example, from Chart 1 it can be seen that even relatively small incorrect nominations in 


129 the summer can lead to situations where Questar would need to call on its no-notice services 


130 to move additional gas to storage or, in a worse case, shut in cost-of-service wells. Questar's 


131 proposal is to charge transportation customers for the use of those services that are currently 


132 entirely borne by firm sales customers. The Company is not proposing to charge TS 


133 customers for the additional incremental costs of shutting in wells or opportunity costs. 


134 Q. Has the Company been able to provide information to demonstrate how the 


135 nominations are not accurate for individual customers? 


136 A: The Company provided individual usage and out of balance Information for the TS 


137 customers in Mr. MendenhalFs testimony exhibit 1.3. This information included the daily 


138 usage and out of balance information for 314 customers from December 1, 2013 through 


139 November 30, 2014. In reviewing this information it is apparent that on an individual 


140 customer level, in many instances the nominations do not match the actual usage amounts. 


141 As an example of one of the more extreme variations, I have included the nominations and 


142 actual usage for customer 171 which was included in exhibit 1.3. Chart 2 below covers the 6 


143 month period from December 1, 2013 to May 30, 2014 and shows the actual usage as the 


144 solid line and the nominations as the dashed line. 


145 
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Chart 2 
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While this is only one customer, it demonstrates how the daily nominations for this customer 


do not match the actual usage. For example, on February 14, 2014, this customer used only 


62% of the amount that was nominated while 11 days later the customer used 8 times more 


than the amount that was nominated. The extreme daily fluctuations during the month offset 


each other and for the entire month of February 2014, the nomination amounts for this 


customer were within 2.8% of the actual usage. 


Incorrect daily nominations can be seen during winter and summer months. In the example 


represented in Chart 2 above, a marketing company may have entered nominations to this 


one customer contract in order to balance the monthly aggregate amount for all its clients. 


This particular contract may have been over nominated on some days and under nominated 


on others while the total nomination and usage amount at the marketing company level may 


have been correct; that is, within tolerance. 
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162 Q: Do the marketing companies agree that the nomination process could be more accurate 


163 if it were important to do so? 


164 A: Yes. In their direct testimony, the marketing companies have acknowledged that when there 


165 are operational restrictions in place they are required to be more accurate with the 


166 nominations.6 Operational constraints are initiated by the Company when there arc 


167 maintenance issues or weather related problems. In these situations, the Company will issue 


168 an operational flow order (OFO) restriction and will require the marketing companies to stay 


169 within a +5% daily tolerance limit. When there are no system limitations and an OFO is not 


170 in place, based on the nomination and usage data, it appears that the marketing companies 


171 have focused their efforts on managing the gas supplies to a monthly balancing requirement, 


172 which is how imbalance charges are now billed. 


173 Q: In Kelly B . McndenhalPs testimony, he proposed a 5% daily tolerance limit. Do you 


174 believe that the proposed 5% daily tolerance limit for all TS customers is an 


175 appropriate threshold or tolerance limit when there is no OFO restriction? 


176 A: Not necessarily. As mentioned above, during times of system constraint due to such things 


177 as weather conditions or system maintenance issues, Questar Gas issues an OFO limiting the 


178 customers and marketing companies to a 5% threshold in order to minimize any potential 


179 impact to the system and to the sales customers. These restrictions are put in place as a 


180 precaution when there are possible system reliability concerns. When there is no OFO 


181 situation, the 5% daily limit may be too restrictive and create an unnecessary burden on 


182 individual customers and marketing companies. I f there were a daily 5% requirement, it is 


183 unclear to the Division what TS customers would be required to do differently than they 


184 would be required to do i f there were a maintenance or weather related condition requiring a 


185 5% daily balancing limit with an OFO order restriction. 


186 While the Division supports the Company's objective to charge transportation customers for 


187 their use of Questar's no-notice services, the proposed 5% daily limit for all TS customers 


6 Roger J. Swenson, page 2, line 29 - 40. 
Matthew Medura, page 5, line 92 - 112. 
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188 may be too restrictive. Nevertheless, there appears to be the potential for lost opportunity 


189 costs and potential actual expenses in non-OFO periods when nominations and usage arc 


190 widely different. Therefore, the Division would support a larger daily tolerance limit as long 


191 as that limit does not lead to excessive shut-in or other costs. 


192 The above suggests one possible resolution to address the need for more precise nominations 


193 and the equitable sharing of the costs of no-notice service: a 5% tolerance on OFO days, a 


194 higher tolerance for non OFO days, and the broader use of OFOs or similar mechanisms 


195 when reliability is not jeopardized but gas management considerations, such as avoiding 


196 shut-in wells, warrant more precise nominations. Further, the Division notes that changes in 


197 the tolerance levels also necessitate changes in the rate charged using Mr. Mendenhall's 


198 method for calculating the rate. 


199 Q: Do you have other concerns with the proposed daily balancing requirement? 


200 A: Yes. One of the concerns for requiring daily balancing has to do with the availability of 


. A actual usage information. The first nomination process occurs one day in advance of the gas 


202 flow date and the actual usage data is not available for 1 - 2 days after the gas flow date. 


203 For example, the nomination process requires the customer or the agent to estimate and 


204 schedule on Monday the amount of gas that will be needed on Tuesday. The gas is used 


205 during the day on Tuesday and on Wednesday morning, a meter reading is electronically sent 


206 to Questar to calculate the amount of gas that was consumed. The actual usage information 


207 for the amount of gas that was used on Tuesday is then available to the customer by 


208 approximately 10:30 am on Wednesday, which is the same time that the nomination for 


209 Thursday's gas is due. While there arc opportunities to adjust or make additional 


210 nominations during the gas delivery day, the actual usage information is currently not 


211 available from the Company until at least one day after the gas has been consumed. Actual 


212 usage information for Tuesday would most likely not be used until 1 hursday for the Friday 


213 nomination. 
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214 Q: Would real time usage data eliminate your concerns with the proposed daily balancing 


215 requirement? 


216 A: Not entirely. While the availability of real time data may mitigate some of the forecasting 


217 error, it will not eliminate the necessity of the day ahead forecast. Thus, there will always be 


218 some error or difference between the nomination and actual usage. Additionally, other 


219 factors such as weather conditions and, manufacturing problems will also impact the 


220 accuracy of the day ahead forecast. 


221 The Division notes that while real time usage data is not currently available from Questar, the 


222 customer could manually read the meter each day or install additional meter reading 


223 equipment and utilize third party software to obtain real time usage information. 


224 Q: Does the Company's current tariff have the language in place that would allow the 


225 Company to improve the nomination process? 


226 A: 1 believe that most i f not all of the language is already in place that would allow the 


227 Company to improve the nomination process without additional changes. 'Die Questar Gas 


228 Tariff 5.09 addresses imbalances for transportation service. Under the Daily Imbalance 


229 section the tariff states the following; (highlighted sections added) 


230 The Company will allow + 5% of a customer's volumes delivered from 
231 upstream pipelines as a daily imbalance tolerance window. In the event a 
232 customer's imbalance contributes to an aggregate imbalance that would 1) 
233 require the Company to take action to maintain system integrity, or 2) 
234 reasonably be expected to force the Company to materially alter its prior day fs 
235 planned level of a) gas purchases, b) Company production, or c) storage 
236 injections or withdrawals, then the Company may, for the period that such 
237 conditions are reasonably expected to continue, require customers or nominating 
238 parties to adjust deliveries or usage, and/or to suspend all or a portion of the daily 
239 imbalance tolerance window. A customer or nominating party may adjust 
240 deliveries by directing a change in nominations, alter usage, or utilize park-and-
241 loan or other services offered by the appropriate upstream pipeline. 
242 
243 The Company will provide notice of such restriction, to each affected 
244 nominating party not less than two hours prior to the first nomination deadline for 
245 the affected period or as soon as reasonably practicable, to the extent system 
246 integrity or upstream allocations allow. I f other than written notice is initially 
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247 provided, then subsequent written notice wi l l provide the time of contact and the 
248 person contacted. Restrictions may be applied on a system-wide basis, a 
249 nominating-party by nominating-party basis, a customer-by-customer basis, or 
250 a geographic area basis, as circumstances reasonably require, 
251 


252 It appears that the language of the existing tariff is sufficiently flexible to allow the Company 


253 to implement restrictions i f the TS nominations cause operational concerns or for conditions 


254 that would require the Company to adjust planned levels for storage or injection —packing 


255 and drafting the system—or for operation of Company owned production. While the tariff 


256 language appears to allow the Company to place restrictions on individual customers or at the 


257 marketing company level i f they are not complying with the current nomination guidelines, 


258 these procedures are not being utilized by the Company to encourage and require more 


259 accurate nominations where needed. I f the intent is to modify behavior, the tools are 


260 available and should be implemented. The broader use of OFOs can address many of the 


^ ^ 1 Company's operational concerns. 


262 The language of the tariff states that "restrictions may be applied on a system-wide basis, a 


263 nominating-party by nominating-party basis, a customer-by-customer basis, or a 


264 geographic area basis, as circumstances reasonably require." TTiis language would suggest 


265 that individual companies could be closely monitored i f the normnations and usage are 


266 significantly different and contribute to the system imbalance. Some of the TS customers 


267 utilize such large volumes that incorrect nominations for these customers could have an 


268 impact on the system reliability and storage planning. As noted above, the 40 largest TS 


269 customers account for 80% of the total volume. The Company could also look at the 


270 nominations of specific marketing companies in total and determine i f the nominating 


271 practices of a marketer are causing problems for the system or the Company could place 


272 restrictions on weekends to reduce packing and drafting the system. 


273 Q: Do you have a recommendation for this docket? 


274 A: Yes. In the original filing, the Company stated that there were two main objectives with this 


^75 filing. The first was to allocate costs to the TS class for the use of supplier-non-gas services. 
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276 The second objective was to improve the nomination process. While these two issues are 


277 closely related, I believe they should be addressed as separate issues. 


278 I agree with the Company that the TS customers should be paying for the services they arc 


279 using. While I agree that the TS class should pay for the services, I do not believe that the 


280 Company has presented sufficient information at this point to validate the appropriate costs 


281 that should be assigned to the TS class or their method of recovery. Once these costs can be 


282 more clearly determined (the numerator of the equation), these costs should be divided by the 


283 46.5 million annual Dth used by the TS class to determine a fee that could be assigned to 


284 each Dth used by TS customers. This would be a volumetric charge to all TC customers for 


285 the use of supplier-non-gas services on the Questar Gas system. The new rate will be 


286 recalculated twice per year and updated with each 191 pass through filing. The revenue 


287 received from the TS customers would be applied as a credit to the GS class. 


288 The costs and imbalance calculations wil l be determined by a task force created to review the 


289 supplicr-non-gas costs that are to be assigned to the TS customers. The task force (or 


290 individual) recommendation will be due to the Commission by November 1,2015 with a 


291 request to make the new rate effective January 1, 2016. It is anticipated that as the 


292 nominations and actual usage become more closely aligned, the use of the supplier-non-gas 


293 services wil l be reduced along with the allocated fee to TS customers. 


294 While the current process has not yielded agreement on whether a charge to TS customers is 


295 appropriate or in what amount, i f the Commission first orders that some fee should be paid, 


296 the Division expects a second round of discussions in the proposed task force would be more 


297 fruitful. While such a process may not lead to agreement, it wi l l sharpen the focus and lead to 


298 the presentation of better developed proposals for what fee to charge and how to charge it. 


299 To achieve the second goal and improve the nomination process, the Company should begin 


300 to more effectively utilize the existing tariff language and impose imbalance restrictions on 


301 TS customers with greater frequency. The tariff specifies that restrictions can be put in place 


302 i f the imbalance would require the Company to alter its prior day's planned level of 
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303 Company production, storage or injection. These restrictions should not be abusive and 


304 should only be used when there is an actual system constraint or when there is significant 


305 packing or drafting taking place. The Company should not be required to alter its daily 


306 planning to anticipate and accommodate packing and drafting by TS customers. According to 


307 anecdotal information, it has done so. The existing language of the tariff should be used 


308 more effectively to encourage more accurate nominations. Significant penalties are already 


309 approved and in place in the tariff i f nominating parties do not comply with the restrictions. 


310 The Company already has the ability to modify the behavior of the marketing companies but 


311 has chosen not to use the approved tariff. 


312 Another option to improve the nomination process would be to require more stringent 


313 monitoring and balancing of the large customers where incorrect nominations could 


314 potentially impact the system. In reviewing the data it appears that TS customers with annual 


315 usage of over 200,000 Dth would have the largest impact and represents a large portion of 


5 the total volume. Closely monitoring the top 40 customers would not require a significant 


317 increase in resources for the Company or for individual marketing companies. Many of 


318 these large customers may already have real time usage monitoring systems in place and 


319 could adjust the nominations to closely match the actual usage. These top 40 customers are 


320 spread among the different marketing companies and would be easier to manage than 


321 requiring all 300 TS customers to balance on a daily basis. Applying such requirements 


322 would not amount to undue discrimination given the different system impacts of the 


323 customers' usage. 


324 Improving the nominations for the 40 largest TS customers would have the greatest potential 


325 to impact the reliability of the Questar system since these customers represent approximately 


326 80% of the total TS volume and approximately 68% of the Dth outside the 5% tolerance. 


327 Marketing companies should continue to use their best efforts to nominate gas for the 260 


328 smaller customers that will closely match the forecast usage. These customers represent 


329 approximately 20% of the TS volume and have a much smaller impact on the reliability to 


^ 0 the Questar Gas system. By separating these two groups and requiring closer monitoring of 
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331 the larger TS customers, the noiriination process should be more accurate and reduce the 


332 potential impact to the reliability of the Questar system. 


333 Q: Can you summarize your final conclusion and recommendation? 


334 A: The original application indicated that there were two main purposes to this filing and the 


335 solution should be addressed as two recommendations. First, it is appropriate for all TS 


336 customers to pay for the services that they are using. This fee and the calculations necessary 


337 to determine the amount of this fee should be determined through a task force as detailed 


338 above and filed with the Commission by November 1, 2015. In the current proceeding, the 


339 Commission should order that a fee is in the public interest and should be addressed in the 


340 task force process. The fee for the use of these services will be applied to all TS customers 


341 on a volumetric basis and will be adjusted twice per year with the Company's 191 Pass-


342 Through filing. 


343 The stated goal of improving the nomination process can best be addressed by either using 


344 the tools provided in the existing tariff to restrict nominations to all TS customers or to more 


345 stringent monitoring and balancing the 40 largest TS customers. The large TS customers 


346 have the greatest potential to impact the reliability of the Questar system and represent 


347 approximately 80% of the total TS volume. 


348 Q: Does this conclude your testimony? 


349 A: Yes. 


350 
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1 INTRODUCTION AND SUMMARY 


2 Q: Please state your name, business address and title. 


3 A: My name is Douglas D. Wheelwright; my business address is 160 East 300 South, Salt Lake 


4 City, Utah 84114. I am a Technical Consultant with the Division of Public Utilities 


5 (Division). 


6 Q: Did you previously file testimony in this case? 


7 A: Yes. 


8 Q: What is the purpose of your surrcbuttal testimony in this Docket? 


9 A: I wi l l respond to the information provided in rebuttal testimony from Mr. Kelly B. 


10 Mendenhall and Mr. William F. Schwarzcnbach from Qucstar Gas Company (Company), 


11 Mr. Kevin C. Higgins from Utah Association of Energy Users (UAE), Nucor Steel-Utah, and 


12 CIMA ENERGY LTD, Mr. Roger J. Swenson from US Magnesium LLC (US MAG), Mr. 


'13 Matthew Medura from CIMA Energy Ltd (CIMA) and Mr. Gavin Mangelson from the 


14 Office of Consumer Services (Office). 


15 Q: Would you please summarize your understanding of the primary issues and state the 


16 Division's position in this case? 


17 A: Yes. 'ITic Company has stated that there are two main objectives in this filing. The first is to 


18 assign costs to transportation customers for supplier-non-gas services (SNG) they use on the 


19 system. The second is to give transportation customers an incentive to more closely match 


20 the daily gas nominations with the actual usage at the individual customer level. The 


21 Company proposal would allocate approximately $1.7 million in SNG cost to transportation 


22 customers. The customers that have elected to use transportation services account for 


23 approximately 25% of the total volume on the Qucstar Gas system.' 


1 Volumes have been calculated from the Qucstar Gas Results of Operation, December 31, 2010 - December 31, 
2014. Transportation volumes for special contracts have been excluded. 
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24 The gas nomination process requires the customer or the marketing company to estimate the 


25 future usage of gas. With the nomination amounts based on a forecast, it is expected that 


26 there wi l l be variation in the actual usage compared to the nominated amount on any given 


27 day. Since the actual usage will always differ from the forecast, some degree of tolerance or 


28 acceptable variation should be allowed. The intervening parties in this case have presented 


29 information to indicate that for the past 20 years marketing companies have not been required 


30 to balance the commodity each day at the customer level. 


31 The Company has presented information to show that transportation customers' nominations 


32 do not match the actual usage on a daily basis. The inaccurate nomination process requires 


33 the Company to utilize no-notice and transportation services in order to balance the system 


34 on a daily basis. The Company is concerned not only with the total amount of the imbalance 


35 but also the nomination of the gas for the individual customers. The Company would like the 


36 individual customer nomination amounts to match the anticipated usage in case there is a 


37 curtailment situation and transportation customers are limited to use only the amount of the 


38 nomination. I f a transportation customer continues to burn additional gas above the 


39 individual nomination amount, they would be assessed a penalty however, the additional gas 


40 consumed could be coming from the gas supply intended for sales customers. 


41 In summary, the Division agrees with the Company that transportation customers should pay 


42 for the services that are being using. The calculated dollar amount of $1.7 million from 


43 transportation customers does not appear to be excessive and would be credited to sales 


44 customers through the 191 account. 


45 The remaining question is the best way to allocate the $1.7 million cost to the transportation 


46 customers, either through a flat volumetric fee or through the calculation proposed by the 


47 Company. An important change that should not be overlooked in the discussion is the 


48 proposal's change to require daily balancing for all transportation customers in order to 


49 improve the nomination process. I f the Commission orders a flat volumetric rate on all 


50 transportation customers, the Company will collect the $1.7 million for the use of these 
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51 services and must provide a balancing service for the transportation customers. I f the 


52 Commission determines thai transportation customers should improve the nomination 


53 process and balance daily, individual customers (or their agents) will need to be more 


54 responsive in monitoring the actual usage and aligning the nominations with the actual usage. 


55 The Division's recommended task force will be used to review the costs provided by the 


56 Company, look at the changing market conditions and address the various needs of the 


57 diverse customers using transportation services. 


58 RESPONSE TO MR. MENDENHALL - QUESTAR GAS 


59 Q: Mr. Mendenhall referred to the $0.06 balancing charge for the Municipal 


60 Transportation Class (MT). Have you been able to discover any additional information 


61 about this rate calculation and balancing charge for the MT customers? 


62 A: Yes. The Commission approved a $0.06 per Dth rate for MT customers which has been 


f3 collected for over 15 years and credited to sales customers through the 191 account. The 


64 collection of this rate is similar to the collection for services that has been proposed in this 


65 Docket. 


66 I went back to the stipulation agreement in Docket No. 98-057-01 to determine the original 


67 purpose for this charge. The stipulation agreement states the following; 


68 For purposes of this Stipulation, Petitioners agree that the balancing charges 


69 applicable under Exhibit lw i l l include a $0.06 Dth charge for all gas volumes 


70 transported. As described by QGC witness Alan K. Allred in his July 30, 


71 1999, Direct Testimony and accompanying Exhibit 1.2, QGC believes that 


72 this charge will recoup its estimate of the MT customers1 share of the 


73 Company *s No-Notice service and a portion of storage services they believe 


74 are used to balance the daily variation in loads between the forecasted usage 


75 of MT customers and their actual usage. The Parties have not reached an 


76 agreement that this charge is cost-based or an appropriate charge, except in 


77 the limited context of this Stipulation.2 (Emphasis added) 


Report and Order, Docket No. 98-057-01, Attachment No. 1 Stipulation, page 8. 
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78 It appears that the intent of this charge for Municipal Transportation customers is similar to 


79 the proposed charge for the other Transportation customers in this docket. Both the existing 


80 MT rate and the proposed charge arc intended to recover the cost associated with the use of 


81 no-notice and storage services. The Division agrees with the Company and would support 


82 the recommendation to have all transportation customers including the MT customers pay the 


83 same fee for the use of these services. 


84 Q: Do you have any information on the MT class? 


85 A: Yes. The historical usage information for the one MT customer is included in the 


86 spreadsheet provided as Exhibit 1.3 of Mr. Mendenhall's direct testimony. A review of the 


87 information for contract 95 provides a history of the nominations and actual usage of the MT 


88 customer and the calculation of the decatherms outside the 5% tolerance. 


89 Q: Are the nominations for the MT customer different or more accurate than the 


90 nominations for the other transportation customers? 


91 A: No. The nominations for this customer are similar or slightly worse than other transportation 


92 customers with similar annual volume. Since this customer would not be charged both the 


93 flat fee currently in the MT Tariff and the proposed charge i f approved, I have calculated the 


94 impact o f the change in rates for this customer. Under the flat $0.06 per Dth rate, the 


95 customer would have payed approximately $2,130 from December 1, 2013 through 


96 November 30, 2014.3 I f the Company proposed rate had been in place for the same time 


97 period the customer would have paid approximately $2,445. A higher rate for this customer 


98 may be appropriate since the nominations were not accurate and the customer has been using 


99 the balancing services. Under the Company proposed billing, each customer could 


100 potentially reduce the amount of the charge with more accurate nominations and staying 


101 within the allowed tolerance. The flat fee currently in place for MT customers wil l collect 


102 the charge for the use of these balancing services but does not provide any incentive to 


103 improve the accuracy of the nominations. 


3 Direct Testimony of Kelly B. Mendenhall, QGC Exhibit 1.3 
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104 Q: Do you agree with Mr. McndenhalPs statement that "the Company's proposal is not 


105 related to commodity imbalances; rather it is a charge for upstream transportation 


106 balancing services used in a daily basis?" 


107 A: No. The proposed charge is for balancing services but it is directly related to the commodity 


108 imbalances. The way the Company calculates the charge is based on the accuracy of the 


109 commodity nomination compared to the actual commodity consumed each day. The 


110 proposed charge changes the commodity balancing from monthly balancing to a daily 


111 balancing requirement in order to improve the nominations at the customer level. 


112 RESPONSE TO MR. SCHWARZENBACH - QUESTAR GAS 


113 Q: Do you agree with that Mr . Schwarzenbach that the proposed change is not 


114 burdensome on the TS customer or their agents? 


115 A: No. The proposed change to daily balancing at the individual customer level represents a 


" ^6 significant change from the way marketing companies have operated in the past and which 


117 Qucstar has allowed to occur. While the current tariff identifies a ±5% daily tolerance level, 


118 transportation customers have been balancing on a monthly basis and marketing companies 


119 have expressed concern with the Company's proposed change. It is not difficult to see how 


120 managing each individual client to a +5% tolerance level on a daily basis could cause 


121 additional work for the marketing companies. 


122 Q: Mr. Schwarzenbach states that the tariff language is not sufficient to incent customers 


123 or their agents to manage the nominations on a daily basis. Do you still feel that 


124 "Operational Flow Orders" or OFO's could be used in a more effective way to better 


125 manage nominations? 


126 A: Yes. The Company has all of the historical nomination and usage information on each 


127 individual customer and each marketing company. The Company has the ability to look at 


128 the nomination and usage information from the Memorial Day weekend for example and see 


129 i f the additional gas brought to the system can be tied back to the over-nomination of a 


30 specific contract or a specific marketing company. I f a pattern of inaccurate nominations for 
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131 an individual customer or by a marketing company persists, the problems can be documented 


132 and brought to the attention of the customer or agent. I f corrective actions are not taken, the 


133 tariff allows for the following; 


134 "restrictions may be applied on a system-wide basis, a nominating-party by 


135 nominating-party basis, a customer-by-customer basis, or a geographic area 


136 basis, as circumstances reasonably require."4 


137 I f the incorrect nominations continue and do not improve, the tariff language would allow 


138 individual customers or marketing agents to be placed on restriction during holiday weekends 


139 or on an as needed basis in order to improve the accuracy of the nominations. 


140 Q: Do you agree that changing the OFO language and removing aggregation are both 


141 necessary to resolve this issue? 


142 A: No. Mr. Schwarzenbach has identified a one word change to the tariff that would allow the 


143 Company to more quickly implement an OFO when necessary.5 This appears to be a simple 


144 change that could improve the tariff language and could help with one of the operational 


145 concerns that has been identified by the Company. The Company is not recommending this 


146 change in the tariff unless the Commission approves a flat rate charge for all transportation 


147 volumes and removes the aggregation and trading language from the tariff. The requirements 


148 for removal of aggregation and trading should not be a prerequisite to a one word change that 


149 could reduce one of the operational concerns in the tariff language. 


150 Mr. Kevin Higgins - UAE/Nucor/CIMA 


151 Q: Mr. Higgins states that a flat rate would "mute the price signal to customers (or 


152 suppliers causing the imbalances"6 and suggests that transportation customers should 


153 be offered a choice between the "socialized"7 (flat rate) charge or the daily imbalance 


154 charge. Do you agree with his recommendation? 


4 Questar Gas Company, Utah Natural Gas Tariff PSCU 400, 5.09 Daily Imbalances, p. 5-15. 
5 Rebuttal Testimony of William F. Schwarzenbach, page 12, line 299. 
6 Rebuttal Testimony, Kevin C. Higgins, page 3, line 51. 
7 Rebuttal Testimony, Kevin C. Higgins, page 3, line 49. 
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155 A: I agree that a flat rate does not encourage customers or marketers to improve the accuracy of 


156 the nominations. I do not agree that customers should be allowed to choose between the two 


157 options. His recommendation points out the large differences that exist within the broad 


158 range of customers using transportation services. A flat rate would be more expensive to the 


159 larger volume customers while the daily balancing will be more expensive for the smaller 


160 volume customers. Allowing the customers to choose between two options wil l simply mean 


161 that individual customers will choose the lowest cost option based on their individual usage. 


162 The recognized need for a choice between the two proposals supports the recommendation 


163 for a task force to lake a more holistic look at the transportation class in total. 


164 Q. Do you agree with Mr . Higgins list of items that should be addressed by the task force? 


165 A: I agree that the task force should look at the appropriate cost components that should be 


166 included, imbalance procedures and policies as well as the timing of periodic adjustments to 


7 the balancing charge. I do not agree that there should be an aggregation of the imbalance 


8 calculation at the marketing company level. The stated purpose of this docket is to improve 


169 the accuracy of the nomination process. That purpose is a valid one and its resolution is in 


170 the public interest. Having the ability to trade away the imbalance charge reduces the 


171 incentive to improve the nomination process and undermines the docket's valid purpose. I 


172 also agree that the task force should address the daily balancing tolerance levels. The 


173 Company's approved tariff 5.09 identifies ±5% as the daily imbalance tolerance window 


174 however this has not been enforced. There should be discussions on how the imbalance is 


175 calculated as well as discussions about the daily allowed tolerance percentage. 


176 Q: Do you agree with M r . Higgins' suggestion that parties should have additional time to 


177 file several rounds of testimony on any remaining unresolved issues?8 


178 A: No. As mentioned by the Company and by other parties, many of these issues have been 


179 discussed in this and in two previous dockets. I would suggest a short time period for the 


8 Rebuttal Testimony of Kevin C. Higgins, page 6, line 111. 
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180 task force with a recommendation or separate comments to the Commission by November 1, 


181 2015 and an effective date of January 1, 2016 for the new rate. 


182 Q: Do you agree that the 40 largest customers perform better than average with respect to 


183 the daily imbalances? 


184 A: Yes. My analysis shows that the 40 largest customers represent 80% of the volume but 


185 account for only 68% of the imbalance volume outside the 5% tolerance and that the large 


186 volume individual customers have the greatest potential to impact the Questar Gas system. 


187 For example, in Mr. MendenhaH's Exhibit 1.3, contract 164 individually represents 11.3% of 


188 the total transportation volume while contract 189 (used in Mr. Mendenhall's rebuttal 


189 example) represents 0.04% of the total volume. A 10% imbalance on contract 164 could 


190 have a potential impact on the Company's storage planning while a 10% imbalance for 


191 contract 189 may not be noticed at all. Larger customers are also more likely to have more 


192 extensive monitoring equipment to track daily usage and would be more likely to make 


193 adjustments to the daily nominations.9 


194 Q: Do you believe that closely monitoring the largest customers is unduly discriminatory? 


195 A: No. As stated above, the approved tariff allows the Company to impose restrictions on " A 


196 system-wide basis, a nominating-party by nominating-party basis, a customer-by-customer 


197 basis. " I 0 A customer that uses 9,500 Dth per day and is outside the 5% tolerance band can 


198 have a greater impact to the system than a single customer that uses 9 Dth per day. I f the 


199 nominations for the large use customer are not delivered to the Questar system and the 


200 customer continued to use gas intended for sales customers, sales customers could be 


201 impacted. 


202 Mr. Matthew Medura - CIMA 


9 Rebuttal Testimony of Roger J. Swenson, page 4, line 68. 
1 0 Questar Gas Company, Utah Natural Gas Tariff PSCU 400, 5.09 Daily Imbalances, p. 5-15. 
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203 Q: Mr. Medura referred to the proposal's low tolerance for the customers using 10 and 20 


204 Dth per day.11 Do you agree that the proposed tolerance levels will be difficult for the 


205 small volume customers to manage and have you been able to verify the impact to these 


206 customers? 


207 A: Yes. In the historical information provided in Mr. Mcndcnhall's Exhibit 1.3 there are 31 


208 customers using less than 10 Dth per day (3,650 Dth annually) and 60 customers using 


209 transportation services that have usage of less than 20 Dth per day (7,300 Dth annually). 


210 These 60 customers represent 20% of the 300 customers using transportation services. Mr. 


211 Medura stated that these customers would have very little i f any room for fluctuation 


212 between the nomination and actual usage since the process is measured in whole decatherms. 


213 From the information in Exhibit 1.3 and the values outside the tolerance levels, I have been 


214 able to calculate the potential cost increase for these customers. For the smallest 31 


^215 customers using less than 3,650 Dth annually, the Company proposed rate would add an 


6 average of $ 186 to the annual cost for an estimated increase of 3.53% to the customers 


217 commodity and DMG cost. For the 60 customers using less than 7,300 Dth annually, the 


218 Company proposed rate would add an average of $265 to the annual cost for an estimated 


219 increase of 2.83%. The calculations use the same $2.88 per Dth commodity cost and a $0.34 


220 per Dth Distribution Non-Gas charge used in Mr. Mendenhall's rebuttal testimony.12 


221 Mr. Gavin Mangelson - Office of Consumer Services 


222 Q: Do you agree that the Commission must determine a rate now instead of waiting for 


223 additional information from a task force in order to result in just and reasonable rates? 


224 A: I 'm not sure. This may require a legal opinion and I am not an attorney. 


225 I would suggest that once the Commission is aware of a problem in the current rates, the 


226 Commission should gather as much information as practicable to determine just and 


227 reasonable rates. I f the Commission believes that there is a need for additional information 


1 1 Rebuttal Testimony of Matthew Medura, page 2, line 37. 
1 2 Rebunal Testimony of Kelly B. Mendenhall, page 5, line 107. 
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228 in order to make a decision, it could ask for additional information to be provided. Another 


229 option could be to set an interim rate or establish a pilot program until additional information 


230 is collected and provided to the Commission. The Commission is not obligated to 


231 immediately set a new rate it is unsure of merely because it has found an existing rate to be 


232 unreasonable. 


233 Q: Can you summarize the different pricing methods that have been proposed in this 


234 Docket? 


235 A: Yes. There arc currently four different proposed ways to allocate a portion of these services 


236 and the applicable cost to the transportation class. 


237 1. The MT rate is currently in place and was approved by the Commission in a previous 


238 Docket.13 The approved rate is a flat charge of $0.06/Dth on all transportation 


239 volumes. This approved rate, i f applied to all transportation volumes, would result in 


240 the highest cost to transportation customers. Implementing this charge would allocate 


241 approximately $2.8 million in SNG cost to this class and would represent an 


242 estimated 1.9% increase for all transportation customers. The 40 largest users, those 


243 with volumes over 200,000 Dth annually will be impacted the most under a flat 


244 volumetric charge. These customers represent approximately 80% of the total 


245 volume and approximately 68% of the volume outside the allowed tolerance. Under a 


246 flat charge, the large volume customers would pay 80% of the total charge. 


247 2. The Company proposed calculation first uses a netting process and then looks at the 


248 decatherms outside a 5% tolerance for each transportation customer and calculates a 


249 rate based on a formula. I f the nominations for the individual customer stay within 


250 the 5% daily tolerance, that customer could potentially avoid the balancing charge. 


251 The proposed change will require more accurate nominations for each individual 


252 customer on a daily basis and may be more difficult for the smaller volume customers 


253 to manage. Based on the historical data, the proposed change will have a greater 


1 3 Report and Order, Docket No. 98-057-01. 
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254 impact on the smaller volume customers. On average, the proposed change 


255 represents an increase of 1.84% in the DNG and commodity cost for the 260 


256 customers using less than 200,000 Dth per year.14 Smaller volume customers may 


257 choose to continue to nominate as they currently do and pay the balancing fee to 


258 utilize the no notice services. For the 40 largest customers in this class, the proposed 


259 rate represents an average increase of 0.97% in DNG and commodity cost. It is 


260 anticipated that the larger volume customers would closely monitor the actual usage 


261 and make nomination adjustments in order to avoid paying this additional charge. 


262 The proposed rate may prove to be difficult for customers to build into their 


263 individual energy budget since the monthly cost wi l l be unknown in advance. 


264 Customers could look at historical usage and estimate the potential cost, but the 


265 calculation is difficult for customers to understand and must be provided by the 


^ 6 6 Company. I f the nomination accuracy improves in the future, the rate could be 


^*>7 reduced for all transportation customers. Since the daily balancing has not been 


268 required in the past, it is unknown i f the proposed change will modify the behavior 


269 and improve the accuracy of future nominations. 


270 3. The third proposal is a flat rate of $0.03675 outlined in my direct testimony and by 


271 Mr. Jerome D. Mierzwa from the Office. I"his proposal wil l collect the Company's 


272 $1.7 million but will allocate the cost to each decatherm used by all TS customers. 


273 As mentioned above, the flat rate will collect the cost for the use of these services but 


274 wi l l have a greater impact on the large volume customers. A lower flat rate could be 


275 used in combination with better use of the existing tariff to restrict individual 


276 customers or specific marketing companies that may not adjust their nomination 


277 practices. A flat rate charge would not create an incentive for individual customers to 


278 balance daily and could incent customers to manage nominations in a way that would 


1 4 The calculation uses S2.88 per Dth in commodity cost and $0.34 per Dth Distribution Non-Gas charge. 
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279 create value to potentially offset the new charge as indicated in Mr. Swenson's 


280 rebuttal testimony.15 


281 One possible advantage to a flat rate may be the ability for customers to more 


282 accurately predict and budget for this additional cost for planning purposes. A flat 


283 per decathcrm charge for balancing services has been used by other LDCs for 


284 transportation customers.16 


285 4. The fourth proposal was presented by Mr. Higgins and excludes transportation and 


286 fuel gas reimbursement cost from the calculation along with other adjustments to 


287 reduce the volume of the decathcrm imbalance. The Higgins proposal would charge a 


288 rate of $0.03695/Dth in excess of the 5% tolerance limit or a flat rate of $0.00713/Dth 


289 on all transportation customer volumes. This proposal would collect approximately 


290 $337,275 or 19.4% of the $1.7 million amount requested by the Company. 


291 The proposed flat rate of $0.00713/Dth would be significantly below the current rate 


292 of $0.06/Dth approved for the MT Rate. Under Mr. Higgins' proposed rates, MT 


293 Contract 95 would pay and estimated $253 per year17 for balancing services 


294 compared to $2,130 per year18 under the current $0.06/Dth MT tariff charge. 


295 Q: The Company and the Office do not believe that a working group is necessary and 


296 would cause additional delays. Do you still believe that a working group is necessary? 


297 A: Yes. With the current market price of natural gas below the cost of service gas produced by 


298 Wexpro, there will continue to be an economic incentive for customers to explore moving 


299 from the sales class to the transportation class. I f additional sales customers move to the TS 


300 class there could be a potential impact to the Company and other customers. The switch 


301 from sales to transportation service customers has been identified by the Company as a 


302 concern and is listed in the current SEC 10-Q filing as one of the inherent business risks. 


1 5 Roger J. Swenson, Rebuttal Testimony, page 2, line 38. 
1 6 Direct Testimony of Kevin C. Higgins, UAE Exhibit 1.1 
1 7 $0.00713 X 35,494 Dth - S253.07 
1 8 S0.06 X 35,494 Dth = $2,129.64 
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The Division believes that it is the public interest for parties to continue to work together to 


address the changing market conditions and the changes that have occurred within the TS 


class in recent years. 


306 As mentioned by Mr. Mendenhall and other parties, this is the third docket that has addressed 


307 issues relating to the gas nominations for transportation customers and the operational 


308 concerns of the Company. The issues relating to individual transportation customer 


309 nominations and marketing company practices continue to be an area of disagreement 


310 between the parties and I believe require continued discussion and refinement. 


311 Q: Can you summarize your recommendation for this docket? 


312 A: Yes. The Company has stated that there arc two main objectives in this filing. ITie first is to 


313 assign costs to transportation customers for supplicr-non-gas (SNG) services they use on the 


314 system and the second is to give customers an incentive to more closely match the daily gas 


^ 5 nominations with the actual usage at the individual customer level. 


316 The Division agrees with the Company that transportation customers should pay for the 


317 services that are being using. The calculated dollar amount of $ 1.7 million from 


318 transportation customers does not appear to be excessive and would be credited to sales 


319 customers through the 191 account. 


320 The primary question remaining is the best way to allocate the $1.7 million cost to the 


321 transportation customers through a flat volumetric fee, through the calculation proposed by 


322 the Company, or some other method. The Company proposed change will require daily 


323 balancing of the nominations and usage for each transportation customer in an effort to 


324 improve the nomination process. If the Commission determines that each transportation 


325 customer should improve the nomination process and balance daily, individual customers 


326 will need to be more responsive in monitoring the actual usage and communicating with 


327 marketing companies in order to align the nominations with the actual usage. I f the 


328 Commission orders a flat volumetric rate on all transportation customers, the Company will 


.29 collect a fee for the use of these services and must provide balancing services for the 


303 


304 


305 
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330 transportation customers. The future task force will be used to review the costs provided by 


331 the Company, look at the changing market conditions and address the various needs of the 


332 diverse customers using transportation services. 


333 Q: Docs this conclude your testimony? 


334 A: Yes. 
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5. TRANSPORTATION SERVICE 


5.01 CONDITIONS OF SERVICE 


A P P L I C A B I L I T Y 


This service applies to transportation of customer-acquired gas through the Company's 
distribution system from an approved interconnect point between the Company's distribution system 
and an upstream pipeline to a redelivery meter serving customer's premises. Bach transportation 
service customer must identify in the contract the interconnect/delivery points(s) where it will deliver 
its natural gas supply into Qucstar Gas' system (approved point). Questar Gas reserves the right, as 
provided herein, to require each transportation customer to deliver its natural gas supplies to that 
approved point when, in Questar Gas' sole discretion, its operational needs support such a change 
from any alternate point that might currently be being used by the customer. 


IN IT IAL SERVICE AGREEMENT 


Each transportation customer will be required to enter into a service agreement with the 
Company. Transportation customers must contract for service on an annual basis. 


A written request for transportation service from an existing firm or interruptiblc sales service 
customer must be received by the Company by February 15 in any given year, except in 2014, when 
the date has been extended to March 30. A fully executed contract and any other requirements must 
be received by the Company by February 28 of any given year, except in 2014, when the date has 
been extended to April 30. Customer must meet with Qucstar Gas telemetry gas technician by April 
15 of any given year, except in 2014, when the dale has been extended to April 30. Any customer 
facilities required to facilitate telemetry, which may include power, phone lines or other, required by 
Questar Gas must be installed by customer and operational by May 15 of any given year. Questline 
access agreements must be received by Qucstar Gas by May 31 of any given year. I f a customer fails 
to meet any of these deadlines, then customer will not be permitted to receive TS service during that 
year. I f approved, such a request will be effective on the first day of that customer's billing cycle 
which occurs on or after July I s t . 


TERM 


Service shall be for a minimum of one year. 


FEES, COSTS AND CHARGES 


In the event that the Company incurs fees, charges or costs as a result of the transportation of 
a customer's gas to the Company's distribution system by an upstream pipeline the Company will 
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provide a statement of such charges or costs. The customer will reimburse the Company for all fees, 
charges or costs associated with such transportation. 


ADMINISTRATIVE CHARGE 


Customers taking service on rate schedules FT-1, MT, and TS will be billed an annual 
administrative charge of $4,500 for each end-use site in equal monthly amounts. I f a customer has 
more than one end-use site on contiguous property covered by a single gas purchase contract, a 
$4,500 annual administrative charge will be billed to one end-use site. Other end-use sites for that 
customer will be billed a $2,250 annual administrative charge. A customer will be required to pay the 
administrative charge for each month during a temporary discontinuance of service. 


FUEL REIMBURSEMENT 


A fuel reimbursement of 1.5% will apply to all transportation volumes. The reimbursement 
will be collected by redelivering 1.5% less volume than is received into the Company's distribution 
system for transportation. 


FACILITY MODIFICATIONS 


Any costs to modify existing Company facilities or to install new Company facilities required 
in order to provide service shall be paid to the Company by the customer in advance of construction, 
unless other arrangements have been made. A l l such facilities arc the property of the Company. The 
Company may at its option withhold service until all necessary facilities are in place to ensure safe 
service and to ensure that proper billing and accounting can be performed. The Company will require 
telemetering equipment as a prerequisite to providing transportation service. 


Customers may increase the daily contract limit i f additional equipment is added or i f 
operational changes necessitate firm service backup. All service is subject to the availability of new 
or additional service requirements shown in § 9.02. 


Issued by R. W. Jibson, President 
Advice No. Section Revision No. Effective Dale 


Issued by R. W. Jibson, President 
14-02 5 March 1,2014 
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5.02 F I R M TRANSPORTATION SERVICE 


The Company provides firm transportation service for industrial customers qualifying under 
the classification provisions of § 5.05 through § 5.08. Industrial customers initiating or increasing 
firm transportation service must also meet the requirements of § 9.02. 


F IRM DEMAND CHARGE 


Customers taking service on the TS and FT-1 rate schedule will be billed in equal monthly 
amounts an annual firm demand charge for each Dth of contracted firm transportation. Contracted 
firm transportation volumes are not subject to the interruption provisions outlined in § 5.04. A 
customer will be required to pay the firm demand charge for each month during a temporary 
discontinuance of service. 


Issued by R. W. Jibson, President 
Advice No. Section Revision No. Effective Date 


Issued by R. W. Jibson, President 
14-02 4 March 1,2014 
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5.03 M U N I C I P A L TRANSPORTATION S E R V I C E (MT) 


The Company provides MT firm service only for municipalities as defined in Utah ('ode 
Ann § 10-1-104(5) or successor statute and under the classification provisions of § 5.06. Customers 
initiating or increasing MT firm service must also meet the requirements of § 9.02. 


NOMINATIONS 


The Company will provide MT customers with a daily estimate of usage for the MT service 
on the electronic bulletin board 24 hours in advance o f the Company's nomination deadline. The 
estimated usage will be based on the same factors used by the Company to estimate the requirements 
of its sales customers and will include the required fuel reimbursement shown in § 5.01. 


MT customers will be responsible for all nominations on upstream pipelines, as well as 
nominations to the Company, to ensure dial sufficient gas supplies to meet the supplier's customers 
aggregate daily estimates of usage are delivered to the Company receipt point designated by the 
Company. In designating receipt points, MT service will have priority over Intcrruptible service. 
Firm sales service will have priority over MT, FT-1, and firm TS service. MT, FT-1 and firm TS 
service will have equal priority of delivery points. 


The Company will have the right to issue operational flow orders (OFOs) directing die 
increase or decrease in nominated volumes 


IMBALANCES 


The following imbalance procedures wi l l be used to ensure that suppliers are providing the 
proper amount of gas for their MT customers and are not adversely impacting other suppliers or other 
customers on the Company's system. 


Facilities Charge for Daily Balancing 


MT customers shall pay a facilities charge for balancing services The rate for this 
service is shown in § 5 06 and will be applied to all volumes billed by the Company to the 
MT customers. 


Nomination Imbalance Penalty 


Subject to the exceptions noted below, any delivery of gas by an MT customer to the 
Company above or below the estimated daily usage, as explained in the "Nominations" 
paragraph for MT service, will be assessed the penalty as provided for in the "Daily 
Imbalances" paragraph of § 5 09. 


The MT customer may make imbalance nominations as provided for in the "Monthly 
Imbalances" paragraphs in § 5 09. The Nomination Imbalance Penalty will not apply to 
imbalance nominations or i f the customer is complying with an OFO. 
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Treatment of Monthly Imbalances 


Monthly imbalances wil l be treated as provided for in the "Monthly Imbalances1 


paragraphs of § 5.09. 


Issued by R. W, Jibson, President 
Advice No. Section Revision No. l-ffective Date 


Issued by R. W, Jibson, President 
09-03 3 April 1,2009 
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5.04 I M ERRUPTIBLE TRANSPORTATION SERVICE 


COMPANY INTERRUPTION 


Should interruptions he required, customers will be interrupted as described in § 3.02. 


GAS PURCHASE ARRANGEMENT DURING PERIODS OF INTERRUPTION 


Customers may offer to sell their gas supplies to the Company, and the Company may agree 
lo purchase such gas supplies, for its use during periods of interruption in serving firm sales 
customers I f a customer opts to sell its gas supply to the Company, and the Company agrees to buy 
it, such sale shall be made upon the following conditions 


(1) The customer's gas purchase contract may not preclude continued deliveries by its 
supplier during periods of interruption of the Company's transportation service. 


(2) Customer agrees that its gas purchase contracts will not allow, during a period of 
interruption, for the sale, exchange, transportation or beneficial use of Company-
requested gas supplies for the benefit of anyone other than: (a) the Company, or (b) 
parties holding a pre-existing higher contractual priority to the gas supplies. 


In no event will customer sell or exchange its gas supplies or otherwise interfere with 
the Company's ability to purchase customer's gas supplies during a period of 
interruption. 


(3) Upon notification of interruption of service by the Company, the customer agrees to 
immediately begin nominating the Company requested amount of gas and will 
continue such nomination during the period of interruption unless instructed 
otherwise by the Company. 


(4) The Company will require volumes equal to the average of the three most recently 
confirmed gas day nominations (less imbalance payback to customers) up to the 
amount of gas under contract to be available for purchase during an interruption, but 
will not require volumes in excess of the customer's representative daily use 
Volumes not delivered upon request wil l be subject to the penalty described in (7) 
below 


(5) A l l gas purchased by the Company under this provision shall be at the point where 
deliveries arc made to the upstream pipeline system upon which the Company has 
contracted for transportation service or delivered directly to the facilities of the 
Company. The Company will make arrangements for transportation of these 
purchases during periods of interruption to its own distribution system. The 
Company's planned gas purchases under the provisions of this section shall be used 
to meet the requirements of firm sales customers, and all gas purchased is considered 
necessary to meet the needs of firm customers. 
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(6) The customer agrees to sell and the Company shall have the option to purchase 
customer's gas at the higher of the monthly market index price or the gas daily 
market index price, as defined in the Glossary 


(7) For volumes that the Company requests to be nominated but which arc not available 
to the Company because of the customer's unexcused failure to nominate (sec § 7.02 
or because customer has sold, exchanged, transported or otherwise used said gas for 
the benefit of anyone other than the Company in violation of subsection (2) above), 
the Company shall impose a penalty equal to the highest purchased gas cost during 
the period of interruption plus $15/Dth for the volume of gas requested but not 
delivered. 


Issued by R. W. Jibson, President 
Advice No. Section Revision No. Effective Date 


Issued by R. W. Jibson, President 
14-02 3 March 1,2014 
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5.05 F I R M T R A N S P O R T A T I O N S E R V I C E R A T E S C H E D U L E FT-1 


FT-1 VOLUMETRIC RATES 


Rales Per Dth Redelivered Each Month 
Dth = dccatherm = 10 therms - 1,000,000 Btu 


First Next Next Al l Over 
10,000 Dth 112,500 Dth 477,500 Dth 600,000 Dth 


Base DNG $0 22984 $0 21540 $0 15121 $0.03085 
Energy Assistance 0.00018 0.00018 0.00018 0.00018 
Infrastructure Rate Adjustment 0.00614 0 00575 0 00404 0.00082 


Distribution Non-Gas Rate S0.23616 S0.22I33 S0.15543 $0.03185 


Minimum Yearly Distribution Non-Gas Charge (base) 


Fr-1 F IXED CHARGES 


Monthly Basic Service Fee (BSF): 
(Docs not apply as a credit toward the minimum yearly 
distribution non-gas charge) 
For a definition of meter categories see § 8 03. 


BSF Category 1 


BSF Category 2 


BSF Category 3 


BSF Category 4 


Administrative Charge (See § 5.01). 


Firm Demand Charge per Dth (see 


§5.02) 


Annual 


Monthly Equivalent 


Base Annual 


Infrastructure Adder 


Total Annual 


Monthly Equivalent 


$77,000 


$6 75 


$1825 


$63.50 


$420.25 


$4,500.00 


$375.00 


$12.39 


$0. 33092 


$12. 72 


$1 06 


FT-1 CLASSIFICATION PROVISIONS 


(1) Industrial service on a minimum one-year agreement available to end use industrial customers 
who acquire their own gas supply and who will maintain a load factor of at least 50% where load 
factor is defined as: Actual or estimated average daily usage is at least 50% of peak winter day. 
(Actual or Estimated Annual Usage +365 days) - Peak Winter Day > 50% 


(2) Volumes must be transported to the Company's system under firm transportation capacity on 
upstream pipelines to interconnect points approved by the Company or on alternative 
transportation to approved interconnect points i f customer's upstream firm transportation is 
disrupted. 


(3) Service is subject to a minimum yearly charge, an administrative charge, and a monthly basic 
service fee 


(4) I f the customer's gas is not delivered to the Company's system, the Company is not obligated to 
deliver gas to the customer. When the customer's gas is being delivered to the Company, the 
balancing provisions in § 5 09 will apply. 


(5) Firm transportation service is only available to those customers who receive all of their natural 
gas service through the Company's facilities. 


(6) Al l sales are subject to the applicable local charges and state sales tax stated in § 8 02 







fiiUPCr^ n QUESTAR GAS COMPANY Page 5-9 
U TAH NATURAL GAS TARIFF 


Gas pscu 400 


(7) Fuel reimbursement of 1.5% applies lo all volumes transported; see § 5.01. 


(8) Annual usage must be at least 350,000 Dth plus an additional 225,000 Dth for every mile away 
from the nearest interstate pipeline. Distance from the interstate pipeline will he measured as the 
most feasible route that would be determined by a reasonable and prudent natural gas utility 
operator A customer with another bona fide, lawful bypass option may be included in the FT-1 
rate class upon approval by the Commission. 


(9) FT-1 customers are permitted to purchase interruptible transportation in excess of the fmn 
demand amount to which they subscribe by paying the TS volumetric rates. 


(10) The Energy Assistance rate is subject to a maximum of $50.00 per month and other conditions as 
specified in § 8.03. 


Issued by R. W Jibson, President 
Advice No. Section Revision No. Effective Date 


Issued by R. W Jibson, President 
15-02 18 February 1, 2015 
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5.06 M T R A T E S C H E D U L E 


M T R A T E 


Rates Per Dth Used Each Month 
Dth - dccatherm = 10 therms = 1,000,000 Btu 


MT Volumetric $0.66539/Dth 


Energy Assistance O.OOI83/Dth 
Infrastructure Rate Adjustment 0.00852/Dth 


Distribution Non-Gas Rate $0.67574/Dth 


MT Facilities Balancing $0.06/Dlh 


MT F IXED CHARGES 


Monthly Basic Service Fee (BSF): BSF Category 1 $6.75 


For a definition of BSF categories see § 8 01. jggp Category 2 $ 18 25 


BSF Category 3 $63.50 


BSF Category 4 $420.25 


Administrative Charge (see §5.01) Annual $4,500.00 


Monthly Equivalent $375 00 


M T C L A S S I F I C A T I O N PROVISIONS 


(1) Service is used for a municipal gas system owned and operated by a municipality as defined 
by Utah Code Ann § 10-1-104(5) The customer must enter into a minimum one-year 
contract specifying the maximum daily contract demand. I f requested, the Company will 
provide MT customers with its forecast of the maximum daily demand for any contract 
period. I he Company is not obligated to provide service in excess of the maximum daily 
contract demand 


(2) Annual load factor is 15% or greater, where load factor is defined to be: Actual or estimated 
average daily usage is at least 15% of peak winter day 


(Actual or Estimated Annual Use + 365 days) :- Peak Winter Day > 15% 


(3) I f the customer's gas is not delivered to the Company's system, the Company is not obligated 
to deliver gas to the customer When the customer's gas is being delivered to the Company, 
the balancing provisions described in § 5 03 and § 5.09 wil l apply 


(4) Al l sales are subject to any applicable local charges and sales tax stated in § 8.02. 


(5) Fuel reimbursement of 1.5% applies to all volumes transported (See § 5.01). 


(6) MT service is not required i f it will subject the Company to regulatory jurisdiction by anyone 
other than the Commission. 
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(7) An MT customer will be required to notify the Company before it proposes to extend service 
beyond the stale o f Utah or into a service area designated by the Federal Energy Regulatory 
Commission (FERC) pursuant to 7(0 of the Naftiral Gas Act Such service extension wil l be 
cause for termination of MT service by the Company, unless it is demonstrated, prior to 
service extension, that an order has been issued by the FERC, or any other federal, state or 
local entity potentially exercising regulatory jurisdiction, showing respectively that the 
Company will not be subject to the regulatory jurisdiction of the FERC or other federal, state 
or local entity, and, with respect to an order issued by (he FERC, that the Company will not 
lose any Hinshaw status that it may have. I he Company may also terminate MT service 
commenced upon the issuance of any such order described above i f the order is stayed or i f an 
administrative or judicial appeal of such order results in a finding that providing the MT 
service subjects it to the jurisdiction of the FERC, or other federal, state or local entity, or 
results in a loss of any Hinshaw status it may have. 


(8) Service is only available for cities where the Company docs not have a franchise or an 
existing distribution system. 


(9) For municipal customers with usage on more than one rate schedule, the usage for different 
rate schedules must be separately metered and subject to the appropriate administrative charge 
as provided for in the Administrative Charge paragraph of §5 .01. 


(10) The Energy Assistance rate is subject to a maximum of $50.00 per month and other conditions 
as specified in § 8.03. 


Issued by R W Jibson, President 
Advice No. Section Revision No. Effective Date 


Issued by R W Jibson, President 
15-02 18 February 1,2015 
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5.07 TS RATE SCHEDULE 


TS VOLUMETRIC RATES 


Rates Per Dth Redelivered liach Month 
Dth - decathcrm = 10 therms = 1,000,000 Blu 


First Next Next All Over 
200 Dth 1,800 Dth 98,000 1)111 100,000 Dth 


Base DNG $0.70401 
Energy Assistance 0.00052 
Infrastructure Rate Adjustment 0.01178 
Distribution Non-Gas Rale $0.71631 


$0.46021 
000052 
0.00770 


$0 18821 
0.00052 
0 00315 


$0 06966 
0.00052 
0.00117 


$0.46843 SO. 19188 S0.07135 


Penalty for failure to interrupt or limit usage when requested by the Company See § 3.02 


TS FIXED CHARGES 


Monthly Basic Service Fee (BSF): 


For a definition of BSF categories sec § 8.03. 


Administrative Charge (sec § 5.01). 


BSF Category 1 


BSF Category 2 


BSF Category 3 


BSF Category 4 


Firm Demand Charge per Dth (see 
§5.02). 


Annual 


Monthly Equivalent 


Base Annual 


Infrastructure Adder 


Total Annual 


Monthly Equivalent 


$6.75 


$18.25 


$63 50 


$420.25 


$4,500.00 


$375.00 


$24.79 


$0.41472 


$25.21 


$2. 10 


TS CLASSIFICATION PROVISIONS 


(1) Service is available to end-use customers acquiring their own gas supply. 


(2) Customer must accept redelivery of all volumes received by the Company for its account. 
Imbalances will tic subject to the provisions of § 5.09. 


(3) Service is subject to a monthly basic service fee and an administrative charge. 


(4) The interruptible portion of transportation service is provided on a reasonable-efforts basis, 
subject to interruption at any time after notice and as otherwise provided under Section 3. 


(5) The Customer may offer to sell, and the Company may agree to purchase, the Customer's 
interrupted volumes in accordance with the provisions of § 5 04. 


(6) Al l sales are subject to the additional local charges and state sales tax stated in § 8 02. 


(7) Fuel reimbursement of 1.5% applies to all volumes transported; see § 5.01. 
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(8) The Energy Assistance rate is subject to a maximum o f $50 per month and other conditions as 
specified in §8.03. 


(9) Customer meter mast be a rotary or turbine meter or A1.800 or larger diaphragm meter I f 
meter needs to be replaced it will be replaced at customers expense. 


Issued by R. W. Jibson, President 
Advice No. Section Revision No. Effective Date 


Issued by R. W. Jibson, President 
15-02 16 February 1,2015 
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5.08 NOMINATIONS 


NOMINATION SCHEDULE 


A transportation customer must make nominations no later than 10:30 a.m. Mountain Clock 
l ime (MCT) each day of the quantity of natural gas (Dth) it desires to have transported commencing 
at 8:00 a.m. MCT on the succeeding calendar day. Al l nominations must be placed in a maimer 
specified by the Company 


The Company shall commence, upon receipt of volumes, to deliver equivalent quantities of 
natural gas less fuel reimbursement pursuant to § 5.01. A transportation customer shall provide the 
Company with permission to obtain from the customer's upstream pipeline transporter volumes 
delivered to the Company on the customer's behalf 


Issued by R. W. Jibson, President 
Advice No. Section Revision No Effective Date 


Issued by R. W. Jibson, President 
09-03 2 April 1,2009 







QUESTMR QUESTAR GAS COMPANY 
UTAH NATURAL GAS TARIFF 


PSCU 400 


Page 5-15 


Gas 


5.09 I M B A L A N C E S 


A transportation customer must monitor the amount of gas delivered to the Company's 
system from any upstream pipeline less fuel reimbursement and its usage ol gas at its premises. I f 
necessary, a customer must make adjustments to maintain a balance between gas received to the 
Company's system less fuel reimbursement and its usage. 


The Company may monitor customer usage through telemetered, electronic measurement 
equipment at the end use delivery site or otherwise. Imbalances between volumes received at an 
interconnect point by the Company from the upstream pipeline less fuel reimbursement and actual 
usage wil l be treated as provided in this section. 


D A I L Y I M B A L A N C E S 


The Company will allow + 5% of a customer's volumes delivered from upstream pipelines as 
a daily imbalance tolerance window. In the event a customer's imbalance contributes to an aggregate 
imbalance that would 1) require the Company to take action to maintain system integrity, or 2) 
reasonably be expected to force the Company to materially alter its prior day's planned level of a) gas 
purchases, b) Company production, or c) storage injections or withdrawals, then the Company may, 
for the period that such conditions arc reasonably expected to continue, require customers or 
nominating parties to adjust deliveries or usage, and/or to suspend all or a portion of the daily 
imbalance tolerance window. A customer or nominating party may adjust deliveries by directing a 
change in nominations, alter usage, or utilize park-and-loan or other services offered by the 
appropriate upstream pipeline. 


The Company will provide notice of such restriction, to each affected nominating party not 
less than two hours prior to the first nomination deadline for the affected period or as soon as 
reasonably practicable, to the extent system integrity or upstream allocations allow. I f other than 
written notice is initially provided, then subsequent written notice will provide the time of contact and 
the person contacted. Restrictions may be applied on a system-wide basis, a nominating-party-by-
nominating-parly basis, a customer-by-customer basis, or a geographic area basis, as circumstances 
reasonably require 


Notices of balancing restrictions will be provided to each affected nominating party and wi l l 
include reasonable specificity regarding: 


(1) The duration and nature of the balancing restrictions imposed; 
(2) The events or circumstances that require the restrictions; 
(3) I he type of imbalances that may be subjected to penalties; and 
(4) Actions that the customer or nominating party can take to avoid penalties. 


If, after notice provided as above, a customer or nominating party fails to comply with 
balancing restrictions reasonably imposed by the Company, a balancing penalty of the greater of 
$1.00/Dth or the absolute value of the difference between the monthly market index price and the gas 
daily market index price as defined in the glossaryfor the upstream pipeline from which the deliveries 
were made or were to be made, plus $0.25/Dth, except under conditions of force majeure, wil l be 
charged for those imbalances that adversely affect the system. 
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Customers or nominating parties may exchange or aggregate imbalances in order to avoid or 
mitigate penalties. Penalties that are not totally avoided by exchange or aggregation shall be borne by 
the customer or prorated among the customers as directed by Ihe nominating party. I f no direction is 
received, the Company will assign the imbalance to each of the nominating parry's accounts on a pro­
rata basis for all such accounts that are contributing to the imbalance that adversely affect the system 
on the tenth business day following the last day of the notice. 


The Company reserves the right to take any action reasonably necessary to restrict deliveries 
or usage in order to maintain a balanced distribution system, when required for system integrity. A 
balancing penalty of up to $25/Dth may be imposed in cases where a nominating party or customer 
has repeatedly ignored, after written notice, the Company's reasonable balancing restrictions. There 
is no daily imbalance tolerance during periods of interruption. 


M O N T H L Y I M B A L A N C E S 


Hie Company shall allow a + 5% monthly imbalance tolerance window. T he monthly 
imbalance tolerance window will be calculated by multiplying the sum of the volumes received at an 
interconnect point by the Company on a customer's behalf by + 5%. 


To remedy imbalances outside the + 5% monthly unbalancing tolerance window, the 
Company will permit customers to trade unbalances with other customers. 


For customers choosing to participate in an open trading system and signing a trading 
agreement, the Company will make their imbalance information available to other participating 
customers. The information will be available on the Company's web site Customers shall have the 
ability after gas day one of the following month to trade imbalances with other customers to reduce or 
eliminate imbalances. All contractual arrangements, exchange of consideration, documentation, and 
imbalance pricing will be the responsibility of the trading partners. 


Once customers have agreed to trade their imbalances, each trading partner must notify the 
Company as required in the trading agreement This notice to the Company will be deemed to be the 
Customer's direction to Company to make the imbalance trade on the Customer's account. I f the 
trading partner's notices coincide, the Company will adjust customer's accounts to reflect the 
imbalance trade. When notices do not coincide, imbalances will not be considered traded. The 
Company wil l not be liable for any losses suffered by a customer i f the trading partners arc unable to 
finalize their trade after the Company has been notified of the trade and adjusted the Customer's 
accounts. The Company shall not lie liable for any losses incurred by a customer i f an imbalance 
trade is not noticed by both trading partners. 


After the closing of the previous month, an additional 15-day period will be allowed for 
customers to bring any remaining imbalance within the + 5% tolerance window through nomination 
or imbalance trading I f the Company does not have final reported imbalance data on the Company's 
web site available to customers on the first day of the following month, an additional day will be 
allowed for each day the information is delayed. Nothing in this section is meant to prevent 
customers from taking make up actions sooner, however, the customer shall give prior notice to the 
Company of the actions being taken to remedy the imbalance to allow the Company to schedule its 
operations. The Company reserves the right to limit a customer's nominations or usage when 
necessary to protect the integrity of the system. Any remaining imbalance may be cashed out in the 
following manner: 
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(1) Positive imbalances may be purchased by the Company for the lesser of the 
transportation market index price, as explained below, or the commodity cost 
component of the Company GS rate schedule listed in the Article 2, each less 
$1.()0/Dth. The transportation market index price and the GS commodity cost 
component may, at the Company's discretion, be the price associated with the 
month in which the imbalance occurred or the month following the month in which 
the imbalance occurred 


(2) Negative imbalances may be sold to the customer for $1 00/Dth plus the greater of 
the transportation market index price or the GS commodity cost component listed in 
Article 2. The transportation market index price and the GS commodity cost 
component may, at the Company's discretion, be the price associated with the 
month in which the imbalance occurred or either of the two months following the 
month in which the imbalance occurred. 


T R A N S P O R T A T I O N M A R K E T INDEX P R I C E 


The transportation market index price is used in the imbalance cash out provisions outlined 
above. It is a monthly price relevant to the location of each customer's deliveries into the Company's 
distribution system and based on first-of-the-month index prices published by Platts Energy Trader. 
The pricing is as follows: (1) deliveries made north of the Company's Indianola gate station— 
Questar Pipeline index price; (2) deliveries at or downstream of Indianola—Southern California Gas 
Company index price; and (3) deliveries in Grand and San Juan counties—Northwest Pipeline (Rocky 
Mountains) index price. 


In the event that the first-of-the-month index prices listed above are unavailable from Platts 
Energy Trader, the Company will determine a transportation market index price using a similar index, 
publication, or comparable methodology. 


I M B A L A N C E S REMAINING A T C O N T R A C T T E R M I N A T I O N 


I f a customer terminates transportation service, any supply imbalances will be treated as i f 
they were month-end imbalances. Imbalances wil l be treated as outlined above. The + 5% monthly 
tolerance window shall not apply and customers must eliminate all imbalances. T he Company is not 
responsible to facilitate an "imbalance trading" opportunity for customers due to contract termination; 
however, such customers may participate in the "imbalance trading" process after service termination 
for a 15-day period. 


Issued by R. W. Jibson, President 
Advice No. Section Revision No. Effective Date 


Issued by R. W. Jibson, President 
09-03 2 Apr i l 1,2009 
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1 I . INTRODUCTION 


2 Q. Please state your name and business address. 


3 A. My name is Kelly B . Mendenhall. My business address is 333 South State Street. Salt Lake 


4 City, Utah. 


5 Q. By whom arc you employed and what is your position? 


6 A. I am employed by Qucstar Gas Company (Qucstar Gas or Company) as the Director of 


7 Regulator)' Affairs. I am responsible for state regulatory matters in Utah and Wyoming. 


8 0- Attached to your written testimony are QGC Exhibits 1.1 through 1.4. Were these 


9 prepared by you or under your direction? 


10 A. Yes. 


11 Q. What is the purpose of your testimony in this Docket? 


12 A. The purpose of my testimony is to propose a new supplier-non-gas reimbursement rate for 


13 the transportation class. Supplicr-non-gas costs include but arc not limited to upstream 


14 pipeline transportation, storage and no-notice service. I will explain the reason for the charge 


15 and explain how the charge will be calculated. 


16 I I . TRANSPORTATION IMBALANCE CHARGE 


17 Q. What is the Company attempting to accomplish with the introduction of this 


18 charge/rate? 


19 A. T here are two objectives the Company is attempting to accomplish. First, the Company 


20 seeks to assign costs to transportation customers for the services they use on the system. 


21 Historically, the sales (GS, FS and IS) customers have paid for the entire cost of these 


22 services even though the transportation customers use these services on a daily basis. 


23 Second, the Company has proposed a new rate design to give customers an incentive to more 


24 closely match their nominations to their usage. 
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25 Q . 
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44 Q . 
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46 


47 


48 


49 


50 


51 


52 


Please explain how transportation customers benefit from the use of supplier non-


gas services. 


Each day a transportation customer must arrange for procurement and nomination of gas to 


be delivered to Qucstar Gas* system so that Questar Gas can transport the gas from the city 


gate to the customer's burner tip. QGC Exhibit 1.1 contains two simplified diagrams 


showing how this is done. There are three parties involved in this process. First, the 


customer, represented by the factory in the exhibits, will use a certain amount of gas in any 


given day. Typically the customer will use an agent, who will purchase gas supplies for the 


customer and nominate the gas to be delivered to the Qucstar Gas system. Questar Gas will 


then transport that gas from the city gate to the customers location, where the gas is used. 


On any given day, the customer may use more or less gas than was nominated and delivered 


by the agent to Qucstar Gas* system. In QGC Exhibit 1.1 page 1, the customer used less gas 


than was delivered for them leaving Questar Gas to manage the excess gas supplies. In this 


example, Questar Gas used its No-Notice and upstream transportation service to deliver and 


inject the extra 10 Dth of gas into storage. 


QGC Exhibit 1.1 page 2 shows the opposite situation. In this example, the customer used 


more gas than was delivered for them, and Questar Gas was required to use its No-Notice 


and upstream transportation service to withdraw an extra 10 Dths from storage to serve this 


customer. 


Do transportation customers use these S N G services often? 


Yes. These imbalances occur every day. The Company has over 300 transportation 


customers. In order to calculate the rate for this filing, the Company used the daily 


imbalance information for these transportation customers. A calculation of the daily 


imbalances for the twelve months ended November 2014 for these customers resulted in just 


under 99,000 unique data points. Of those 99,000 data points about 94,600 represented a 


customer imbalance. When transportation customers were given a 5% imbalance tolerance 


the number of days with an imbalance decreased to about 80,000. This means that on a 


percentage basis, transportation customers had imbalances 96% of the time, and when they 
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53 were given a 5% imbalance tolerance they were out of balance about 82% of the time. 


54 Q. Do you believe this charge could help reduce transportation customer imbalances on 


55 the system? 


56 A. Yes, we believe this proposed rate change will encourage better nominations practices. 


57 Currently, transportation customers are not charged for supplicr-non gas-scrviccs that arc 


58 utilized i f they don't nominate accurately. It should be noted that the Company's tariff 


59 currently has penalty provisions in place i f a transportation customer has a commodity 


60 imbalance but there is no charge for their use of supplier non-gas services. The intent of this 


61 charge is twofold. First, to charge the transportation customers for services they use and 


62 second to encourage customers and agents to communicate better regarding nominations. 


63 This will result in a belter match of customer nominations to their daily usage, fewer 


64 imbalances and fairer cost assessment. 


65 Q. How did you calculate the rate? 


66 A. I used three components to calculate the rate. (1), I identi fted which services transportation 


67 customers were using and the volumetric rate for each service. I then multiplied the rates for 


68 these services by the (2) total net imbalances for ihe year to calculate an historical annual 


69 cost. I used this annual cost as the numerator to calculate the rale. Next, I divided the annual 


70 cost by (3) the number of customer daily imbalance Dths that were outside of a 5% tolerance 


71 to calculate the rate. A summary of the rate is shown below: 


72 (1) Volumetric rates for services used X (2) total net imbalance volumes 
73 (3) Daily volumes outside of 5% tolerance 


74 I will discuss each of these components in more detail. 
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75 111. T H E NUMERATOR 


76 (1) Rates for Services 


77 Q. What services are being used by transportation customers when they have a daily 


78 imbalance? 


79 A. Transportation customers will use transportation upstream of the city gate, storage and No-


80 Notice service. Al l of these services are provided by the upstream pipeline and the rates 


81 charged have been approved by the Federal Energy Regulatory Commission (FERC). The 


82 table below shows a summary of these rates: 


Component Volumetric Rate 
1 Transportation $0.17652 
2 No-Notice Transportation $0.02852 
3 ACA Charge $0.00140 


4 QPC Fuel Gas Reimbursement $0.09124 
5 Clay Basin Demand $0.09381 
6 Clay Basin Capacity $0.02378 
7 Clay Basin Fuel Gas Reimbursement $0.09263 
8 Injection/Withdrawal Avg $0.01415 
9 Total Charge $0.52205 


83 Q. Can you please explain how the rates/charges are calculated? 


84 A. Yes. I will explain each of these charges in detail. QGC Exhibit 1.2 contains Questar 


85 Pipeline Company's (Qucstar Pipeline) tariff sheets and other source data for these rates. 


86 Q. Please explain the $0.17 transportation charge. 


87 A. This charge is based on the interruptible transportation (T-2) charge that is included in the 


88 SNG costs Qucstar Gas customers pay to Questar Pipeline as shown as item 1 on page 1 of 


89 QGC Exhibit 1.2. 
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90 Q. Why has the No-Notice Transportation Service been included? 


91 A. I he No-Notice Transportation service gives the Company the flexibility to deliver gas to or 


92 from the system in between normal nomination cycles. This serv ice is being used when load 


93 does not match nominations at the QGC/QPC gate stations. This includes imbalances for 


94 transportation customers. This service is paid for on a monthly basis by sales customers 


95 whether it is used or not. The monthly reservation charge is shown as item number 2 on 


96 QGC Exhibit 1.2, page I . The $0.86753 is multiplied by twelve months and divided by 365 


97 days to develop a $0.02852/Dth rate. 


98 Q. What is the ACA Charge? 


99 A. The Federal Energy Regulatory Commission (FERC) receives an annual appropriation from 


100 Congress to defray its operating costs and recovers 100 percent of this appropriation through 


101 the collection of annual charges and filing fees. These annual charges and filing fees arc 


102 assessed to recover costs incurred by the Commission in the performance of its regulator) 


103 responsibilities. Qucstar Pipeline is required to pay $0.0014 per Dili to the FERC and it 


104 collects this charge from its transportation customers. The backup for this charge is shown 


105 as item number 3 of page 3 of QGC Exhibit 1.2. 


106 Q. How was the Qucstar Pipeline Fuel Gas Reimbursement percentage calculated? 


107 A. Currently, Pipeline transportation customers are required to deliver 1.97% in kind 


108 reimbursement to Questar Pipeline to cover the costs of fuel used, lost and unaccounted for. 


109 This charge is shown as item number 4 on page 1 of QGC Exhibit 1.2. In order to create a 


110 volumetric charge instead of an in-kind reimbursement, the Company used the weighted 


111 average cost of gas from the most recent pass through filing and applied 1.97% of that cost as 


112 a volumetric rate. In the last pass-through application the weighted average cost of gas was 


113 $4.63135, and 1.97% of that amount is $0.09124/Dth. 


114 Q. What is the Clay Basin Demand Charge? 


115 A. This is one of several charges at the Clay Basin storage reservoir. In plain terms, the demand 


116 charge gives Qucstar Gas dcliverability rights into Clay Basin. This charge reserves a certain 
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133 Q . 


134 A. 


135 


136 


137 Q . 


138 A. 


139 


amount of dcliverability each day. This $2.85338 monthly charge is shown as item number 5 


on page 2 of QGC Exhibit 1.2. In order to convert this monthly charge to a volumetric rate, I 


have multiplied the charge by 12 months and divided it by 365 days to come up with a daily 


charge of $0.09381/Dth. 


Please explain the Clay Basin Capacity Charge. 


The Clay Basin Capacity charge covers the actual storage space being used in Clay Basin. 


This charge is $0.()2378/Dth as shown on item number 6 on page 2 of QGC Exhibit 1.2. 


How was the Clay Basin Fuel reimbursement calculated? 


Customers are required to reimburse Questar Pipeline for actual gas used for fuel at the Clay 


Basin storage facility. Customers are charged monthly for actual gas used. Over the past 


year, that monthly amount has ranged from a low of 1.3% to a high of 3.0%. For purposes of 


this rate, the Company is proposing to use the Park and Loan 1 (PALI) fuel reimbursement 


rate of 2.0% as shown on item number 7 of QGC Exhibit 1.2, page 2. The Company is 


proposing to use the same method to calculate the Clay Basin fuel gas reimbursement charge 


as it did for the QPC fuel gas reimbursement rate, by using 2.0% of the currently effective 


WACOG rate of $4.63135. This yields a rate of $0.09263. 


How was the Injection/Withdrawal average calculated? 


Each time gas is injected or withdrawn from Clay Basin, the customer is charged either an 


injection or a withdrawal fee. These fees arc shown on item 8 of QGC Exhibit 1.2 page 2. I 


have averaged the two rates together for an average rate of $0.01415/Dth. 


What is the total rate when all of these components are added? 


The total rate is $0.52205/Dth. This total rate representing services used will be multiplied by 


the total imbalance Dlhs to calculate a total annual cost of service. 
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Mow are the total imbalance Dths calculated? 


I started with the daily usage data for all of the transportation customers for the twelve 


months ended November 30, 2014. Recognizing that some TS customers may pack (over 


deliver) to QGC's system and others may draft (under deliver) to QGC's system we calculate 


the daily imbalances by netting all of the customer's imbalances. For example, i f one 


customer had an imbalance of+10 Dths and another customer had an imbalance of -10 Dths, 


those two imbalances would be netted to zero for the day. A summary of each of the 


cumulative, netted daily imbalances for all transportation customers is shown in the rate 


calculation model in QGC Exhibit 1.3. The total daily imbalances for the twelve months 


ended November 2014 amounted to 3,333,731 Dths. A summary of these daily netted 


imbalances is shown in the model in QGC Exhibit 3. This indicates the amount of services 


used for transportation customers. This number was multiplied by the volumetric rate of 


$0.52205 to come up with a total annual cost of $ 1,740,374. This is the amount that needs to 


be collected from the transportation customers. 


IV. T H E DENOMINATOR 


How will the $1.7 million be collected from customers? 


After discussions with internal personnel, the Division of Public Utilities (Division), the 


Office of Consumer Services (Office), TS customers, customer agents and the Utah 


Association of Energy Users (UAE), the Company is proposing that each customer be given 


a daily imbalance tolerance of 5%. This transportation imbalance rate would only be applied 


to those daily imbalance volumes outside 5%. 


Can you provide an example? 


Yes. Assume a customer nominated 1,000 Dths on a given day, including 15 Dths for fuel, 


and that the customer used 900 Dths. The imbalance and the 5% tolerance would be 


calculated as follows: 
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Nomination 1,000 DTH 


Fuel 15DTH 


Usage 900 DTI I 


Imbalance 1,000-15-900 = 85 DTH 


5% tolerance 5% * (900 DTH) = 45 DTH 


Usage outside of tolerance 85 Imbalance - 45 tolerance = 40 DTH 


165 In this example, the amount outside of the tolerance would be 40 Dths (85 Dths - 45 Dths). 


166 Those 40 Dths would be assessed the charge and it is the sum of those Dths for each 


167 individual customer that is used in the denominator to calculate the final rate. 


168 Q . How many Dths did you calculate for the denominator? 


169 A. Ihe total daily imbalances for each customer, adjusted for a 5% imbalance tolerance, 


170 amounted to 9,128,985. A summary of these imbalances is shown in the rate calculation 


171 model in QGC Exhibit 1.3. The SI ,740,374 million that needs to be collected is then divided 


172 by 9.128,985 Dths resulting in a rate of $0.19064. This is the rate the Company is proposing. 


173 The final rate is calculated formulaically as follows: 


174 m$0.52205X (2)3.333.731 - $0.19064 
175 (3)9,128,985 


176 Q . Did the Company look at using a different denominator than the volumes that were 


177 outside the 5% tolerance? 


178 A. Yes. The Company and interested parties discussed various ways to collect this cost from 


179 customers. We considered dividing the cost by all Dths used to come up with a Hat 


180 volumetric charge for every Dth used. While this would cause the charge to be lower, it 


181 would charge all customers the same regardless of whether they managed their nominations 


182 accurately. Many of the stakeholders did not believe this was reasonable because it would 


183 assess some transportation customers costs for services that they did not use. Additionally, 


184 this rate did not seem to provide an incentive to customers to better match their nominations 


Q G C E X H I B I T 1.0 


DOCKET No. 14-057-31 


PAGE 8 







Q G C E X H I B I T 1.0 


D I R E C T TESTIMONY OF D O C K E T N O . 14-057-31 


K E L L Y 13 M E N D E N H A L L P A G E 9 


^1 85 lo Iheir usage. We a lso looked at charging for an) mismatch between nominat ions and usage 


186 without allowing for a 5 % tolerance. Based on feedback we received from stakeholders at 


187 various meetings, they preferred a 5% tolerance. Although this increased the complexity o f 


188 the billing and the calculation, the Company is proposing this 5 % tolerance option as a 


189 compromise. 


190 V . T A R I F F S H E E T S 


191 Q . Have you updated the F T - 1 , T S and M T tariff sheets to include this new charge? 


192 A. Yes. The tari IT has been updated to include an explanation o f this charge. The updated rate 


193 sheets for the TS, F T - 1 and M T classes also include this charge. Legislative and Proposed 


194 versions o f these tariff sheets are included in QGG Exhibit 1.4. 


195 Q . When are you proposing the rate become effective? 


^196 A . The Company is proposing that this rate become effective February, 1, 2 015 . 


197 Q . How will this rate be calculated going forward? 


198 A . The Company is proposing to calculate this rate along with the other Supplier Non-Gas rates 


199 in each pass-through application. The rate would be calculated based on the most recent 


2 0 0 twelve months o f data, similar to what I have done in this application. The rate would be 


201 included as part o f the FT-1, T S and M T rate schedules. 


2 0 2 Q . How will the Company treat the revenues collected from this charge? 


203 A. These revenues w i l l be treated as a reimbursement to sales customers for the use o f the 


2 0 4 upstream transportation, storage and no-notice transportation services that they are paying for 


2 0 5 in their rates. Any money collected from transportation customers w i l l be credited to sales 


206 customers in the 191 account in each pass-through application. 
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207 Q. Is the Company proposing to true up these rates for over collections or under 


208 collections in the amount of revenue? 


209 A. No. In a perfect world all TS customers would nominate volumes to match anticipated usage 


210 and no revenue would be collected. The Company is proposing to collect for the services 


211 that are used but there w i l l not be an amortization for under or over collections. 


212 V I . I M P A C T ON S E R V I C E 


213 Q. Does the assessment of this new charge mean that the transportation customers will 


214 receive the same priority of serv ice as the sales customers? 


215 A. No. The sales customers pay for the transportation, storage and no-notice transportation 


216 services on a firm basis as a daily demand charge, meaning that they pay for the services 


217 whether they arc used or not. These services allow for maximum flexibility in gas supply and 


218 increase the reliability for the sales customers. The transportation customers are paying a 


219 volumetric rate for the services only when they are used, and these services w i l l only be 


220 extended to transportation customers when available. There may be days when the upstream 


221 transportation, storage and no-noticc transportation are being fully utilized by sales 


222 customers with no excess capacity. On these days the services w i l l not be available to 


223 transportation customers. 


224 Q. Has the Company previously communicated this proposed charge to transportation 


225 customers? 


226 A. Yes. As a part o f the nominations task force in Docket No. 13-057-05 the Company met with 


227 transportation customers and their agents. These meetings were held on February 28, March 


228 24 and May 13, 2014. I he Company proposed different ideas and received feedback from 


229 the parties. Ultimately these discussions helped the Company form the rate calculation. The 


230 Company presented this rate at its annual customer meeting on September 16. On November 


231 13 the Company also presented the rate at the UAH breakfast. 
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3 2 Q. Can you summarize your recommendations? 


233 A. Yes. To more properly match costs to the transportation customers who utilize the services, 


234 the Company is requesting that the transportation imbalance charge be added to the FT-1 , TS 


235 and M T rate schedules effective February 1, 2 0 1 5 . In addition the Company is requesting 


236 that it be allowed to recalculate the rate as part o f each pass-through filing and that the 


2 3 7 revenues collected from this charge be credited to all sales customers as a credit to the 191 


2 38 account in pass-through proceedings. 


2 3 9 Q. Does this conclude your testimony? 


240 A . Yes. 







State o f Utah ) 


) ss. 


County o f Salt Lake ) 


I , Kelly B Mendenhall, being first duly sworn on oath, state that the answers in the foregoing 


written testimony are true and correct to the best o f my knowledge, information and belief. Except 


as stated in the testimony, the exhibits attached to the testimony were prepared by mc or under my 


direction and supervision, and they arc true and correct to the best o f my knowledge, information and 


belief. Any exhibits not prepared by me or under my direction and supervision arc true and correct 


copies o f the documents they purport to be. 


Kelly B Mendenhall 


SUBSCRIBED A N D SWORN TO this 18th day o f December, 2014. 


Notary Public 
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Questar Pipeline Company 
FERC Gas Tariff 
Second Revised Volume No. 1 


Statement of Rates 
Section Version: 8.0.0 


STATFMFNT OF RATES 


Base 
Rate Schedule/ Tariff 
Type of Charge Rate ($) 
(a) (b) 
TRANSPORTATION 
FIRM TRANSPORTATION - T - l 
Systemwide Monthly Reservation Charge: 


Maximum 4 / 5.28804 
Minimum 0.00000 


SSXP Monthly Reservation Charge 2 / 
Maximum 4 / 7.82712 
Minimum 0.00000 


Usage Charge 
Maximuml/ 0.00267 
Minimuml/ 0.0O267 


T-lAuthorized Overrun Charge 
Maximuml/ 0.17652 
Minimuml/ 0.00267 


T-lUnauthorlzed Overrun Charge 
Critical 10.00000 
Non-Crltlcal 0.35304 


SSXP Authorized Overrun Charge 2 / 
Maximuml/ 0.26000 
Minimuml/ 0.00267 


SSXP Unauthori7ed Overrun Charge 2 / 
Critical 10.00000 
Non-Critical 0.52000 


PARKING AND LOANING SERVICE - PAL2 
Initiation Charge 


Maximum 0.20846 
Minimum 0 .032/6 


Daily Inventory Charge 
Maximum 0.175/0 
Minimum 0.00000 


NO-NOTICE TRANSPORTATION - NNT 
Monthly Reservation Charge 9 


Maximum 4/ 0.86753 * 
Minimum 0.00000 


INTERRUPTIBLE TRANSPORTATION- T-2 
Systemwide Usage Charge 


Maximuml/ 0.17652 1 
Minimuml/ 0.00267 


Systemwide Unauthorized Overrun Charge 
Critical 10.00000 
Non-Critical 0.35304 


SSXP Usage Charge 2 / 
Maximuml/ 0.26000 
Minimuml/ 0.00267 


SSXP Unauthorized Overrun Charge 21 
Critical 10.00000 
Non-Critical 0.52000 


FUEL REIMBURSEMENT -1 .97 % in-kind for Rate Schedules T - l and T-2. 
OPTIONAL VOLUMETRIC RELEASES / 
FIRM TRANSPORTATION - T - l 
Systemwide Volumetric Charge 


Maximum 4/ 0.17385 
Minimum 0.00000 


SSXP Volumetric Charge 2 / 
Maximum 4/ 0.25733 
Minimum 0.00000 


Pipeline Usage Charges Applicable to Volumetric Releases 3 / 
Maximuml/ 0.00267 
Minimuml/ 0.00267 


Filed On: November 20, 2013 Effective On: January 1, 2014 
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STATEMENT OF RATES 


Base 
Rate Schedule/ Tariff 
Type of Charge Rate ($) 


(a) (b) 


PEAKING STORAGE 
Firm Peaking Storage Service - PKS 


Monthly Reservation Charge 
Maximum 4/ 2.87375 
Minimum 0.00000 


Usage Charge 
Injection 0.03872 
Withdrawal 0.03872 


CLAY BASIN SlORAGE 
Firm Storage Service - FSS 


Monthly Reservation Charge 
Delivcrabllity 


Maximum 4 / 2.85338 
Minimum 0.00000 


Capacity 
Maximum 0.02378 
Minimum 0.00000 


Usage Charge 
Injcctlonl/ 0.01049 
Withdrawal 0.01781 


Authorized Overrun Charge 
Maximuml/ 0.30315 
Minimuml/ 0.01781 


Interruptible Storage Service - ISS 
Usage Charge 


Inventory 5/ 
Maximum 0.05927 
Minimum 0.00000 


Injection 1/ 0.01049 
Withdrawal 0.01781 


OPTIONAL VOLUMETRIC RELEASES / 
Peaking Storage Service - PKS 


Maximum 4 / 3.40890 
Minimum 0.00000 


Firm Storage Service - FSS 
Maximum 4/ 0.57068 
Minimum 0.00000 


Storage Usage Charges Applicable to Volumetric Releases 6/ 
Peaking Storage Service - PKS: 


Injection 0.03872 
Withdrawal 0.038/2 


Clay Basin Storage Service - F S S : 
Injectionl/ 0.01049 
Withdrawal 0.01781 


PARK AND LOAN SERVICE - PALI 
Dally Charge 


Maximum 0.30315 
Minimum 0.00000 


Delivery Chargel / 0.02830 


FUEL REIMBURSEMENT - 2.0% (0 .2% utility and 1.8% compressor fuel) for Rate Schedule PALI ' 


Filed On: November 20, 2013 Effective On: January 1, 2014 
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F E D E R A L E N E R G Y R E G U L A T O R Y C O M M I S S I O N 
WASHINGTON, D.C. 20426 


FY 2014 GAS ANNUAL CHARGES 
CORRECTION FOR ANNUAL CHARGES UNIT CHARGE 


June 20,2014 


The annual charges unit charge (ACA) to be applied to in fiscal year 2015 for recovery of 
FY 2014 Current year and 2013 True-Up is $0.0014 per Dckathcrm (Dth). The new ACA 
surcharge will become effective October 1, 2014. 


'Hie following calculations were used to determine the FY 2014 unit charge: 


2014 CURRENT: 


Estimated Program Cost $59,836,000 divided by 42,439,281,812 Dth = 0.0014099202 3 


2013 TRUE-UP: 


Debit/Credit Cost ($499,300) divided by 41,925,103,355 Dth = (0.0000119093) 


TOTAL UNIT CHARGE = 0.0013980109 


If you have any questions, please contact Nomian Richardson at (202)502-6219 or e-mail 
at Norman.Richardson(2)fcrc.gov. 


Public 
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Proposed Transportation Services Rate Calculation 


(A) (B) 


Component Volumetric Rate 
1 Transportation SO. 17652 
2 No Notice Transportation 1/ 0.02852 
3 ACA 0.00140 
4 Fuel Gas Reimbursement 21 0.09124 
5 Clay Basin Demand 0.09381 
6 Clay Basin Capacity 0.02378 
7 Clay Basin Fuel Gas Reimbursement 3/ 0.09263 
8 Injection/Withdrawal Avg 4/ 0.01415 
9 Total Charge $0.52205 


10 Total Imbalance Decatherms 3,333,731 


11 Total Annual Cost (Line 9 X Line 10) $1,740,374 


12 Total Daily Imbalances over 5% Tolerance by Customer 9,128,985 


13 Proposed Rate (Line 11 Divided by Line 12) $0.19064 


1/ Reservation Charge ($0.86753) X 12 / 365 = $0.02852 
21 Currently Effective WACOG Rate ($4.63135) X 1.97% = $0.09124 
3/ WACOG Rate ($4.63135) X PAL1 fuel reimbursement rate of 2% = $0.09263 
4/ Average of Clay Basin Storage Service Injection and Withdrawal: 


($0.01049 +$0.01781) / 2 = $0.01415 
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5. TRANSPORTATION SERVICE 


5.01 CONDITIONS O F S E R V I C E 


APPLICABILITY 


This service applies to transportation of customer-acquired gas through the Company's 
distribution system from an approved interconnect point between the Company's distribution system 
and an upstream pipeline to a redeliver)' meter serving customer's premises. Each transportation 
service customer must identify in the contract the interconnect/delivery points(s) where it will deliver 
its natural gas supply into Qucstar Gas' system (approved point). Questar Gas reserves the right, as 
provided herein, to require each transportation customer to deliver its natural gas supplies to that 
approved point when, in Questar Gas' sole discretion, its operational needs support such a change 
from any alternate point that might currently be being used by the customer. 


INITIAL S E R V I C E A G R E E M E N T 


Fach transportation customer will be required to enter into a service agreement w ith the 
Company. Transportation customers must contract for service on an annual basis. 


A written request for transportation service from an existing firm or intcrruptible sales service 
customer must be received by the Company by February 15 in any given year, except in 2014, when 
the date has been extended to March 30. A fully executed contract and any other requirements must 
be received by the Company by February 28 of any given year, except in 2014, when the date has 
been extended to April 30. Customer must meet with Questar Gas telemetry gas technician by April 
15 of any given year, except in 2014, when the date has been extended to April 30. Any customer 
facilities required to facilitate telemetry, which may include power, phone lines or other, required by 
Qucstar Gas must be installed by customer and operational by May 15 of any given year. Qucstlinc 
access agreements must be received by Questar Gas by May 31 of any given year. I f a customer fails 
to meet any of these deadlines, then customer will not be permitted to receive TS service during that 
year. I f approved, such a request will be effective on the first day of that customer's billing cycle 
which occurs on or after July I s ' . 


T E R M 


Service shall be for a minimum of one year. 


F E E S , COSTS AND CHARGES 


In the event that the Company incurs fees, charges or costs as a result of the transportation of 
a customer's gas to the Company's distribution system by an upstream pipeline the Company will 
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provide a statement of such charges or costs. The customer wil l reimburse the Company for all fees, 
charges or costs associated with such transportation. 


ADMINISTRATIVE CHARGE 


Customers taking service on rate schedules FT-1, MT, and TS will be billed an annual 
administrative charge of $4,500 for each end-use site in equal monthly amounts. If a customer has 
more than one end-use site on contiguous property covered by a single gas purchase contract, a 
$4,500 annual administrative charge will be billed to one end-use site. Other end-use sites for that 
customer wil l be billed a $2,250 annual administrative charge. A customer wil l be required to pay the 
administrative charge for each month during a temporary discontinuance of service. 


TRANSPORTATION IMBALANCE CHARGE 


Customers taking sen ice on rate schedules FT-1, MT and TS wi l l he assessed ;> charge 
for daily imbalances that are outside of a 5% imbalance tolerance. "Daily imbalance" is 
defined as the difference between the customer's nominated volumes, less fuel, and the actual 
usage on anv given day. When the Daily Imbalance exceeds 5% of the actual usage, the charge 
will be assessed. This charge wil l include upstream transportation, storage, no notice and other 
related costs incurred during imbalances. The charge is set forth on the transportation rate 
schedules and will he recalculated in each pass through filing and undated at least annually. 


FUEL REIMBURSEMENT 


A fuel reimbursement of 1.5% wil l apply to all transportation volumes. The reimbursement 
wil l be collected by redelivering 1.5% less volume than is received into the Company's distribution 
system for transportation. 


FACILITY MODIFICATIONS 


Any costs to modify existing Company facilities or to install new Company facilities required 
in order to provide service shall be paid to the Company by the customer in advance of construction, 
unless other arrangements have been made. Al l such facilities are the property of the Company. The 
Company may at its option withhold service until all necessary facilities arc in place to ensure safe 
service and to ensure that proper billing and accounting can be performed. The Company will require 
telemetering equipment as a prerequisite to providing transportation service. 


Customers may increase the daily contract limit i f additional equipment is added or i f 
operational changes necessitate firm service backup. A l l service is subject to the availability of new 
or additional service requirements shown in § 9.02. 


Issued by R. W. Jibson, President 
Advice No. Section Revision No. Effective Date 


Issued by R. W. Jibson, President 
15-014-02 6§ February 1. 2015 March 
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5.05 F I R M TRANSPORTATION S E R V I C E R A T E SCHEDULE FT-1 


FT-1 V O L U M E T R I C R A T E S 


Rates Per Dth Redelivered Bach Month 
Dth = decatherm = 10 therms = 1,000,000 Btu 


First Next Next Al l Over 
10,000 Dth 112,500 Dth 477,500 Dth 600,000 Dth 


Base DNG $0.22984 $0.21540 $0.15121 $0.03085 
Energy Assistance 0.00018 0.00018 0.00018 0.00018 
Infrastructure Rate Adjustment 0.00647 0.00606 0.00425 0.00087 


Distribution Non-Gas Rate $0.23649 S0.22164 $0.15564 S0.03190 


Minimum Yearly Distribution Non-Gas Charge (base) $77,000 


Transportation Imbalance Charae $0.19064 


FT-1 F I X E D CHARGES 


Monthly Basic Service Fee (BSF): 
(Does not apply as a credit toward the minimum yearly 
distribution non-gas charge) 
For a definition of meter categories sec § 8.03. 


Administrative Charge (See § 5.01). 


Firm Demand Charge per Dth (see 
§5.02) 


Annual 


Monthly Equivalent 


Base Annual 


Infrastructure Adder 


Total Annual 


Monthly Equivalent 


BSF Category 1 


BSF Category 2 


BSF Category 3 


BSF Category 4 


$6.75 


$18.25 


$63.50 


$420.25 


$4,500.00 


$375.00 


$12.39 


SO. 34852 


$12. 74 


$1.06 


FT-1 CLASSIFICATION PROVISIONS 


(1) Industrial service on a minimum one-year agreement available to end use industrial customers 
who acquire their own gas supply and who will maintain a load factor of at least 50% where load 
factor is defined as: Actual or estimated average daily usage is at least 50% of peak winter day. 
(Actual or Estimated Annual Usage +365 days) + Peak Winter Day > 50% 


(2) Volumes must be transported to the Company's system under firm transportation capacity on 
upstream pipelines to interconnect points approved by the Company or on alternative 
transportation to approved interconnect points i f customer's upstream firm transportation is 
disrupted. 


(3) Service is subject to a minimum yearly charge, an administrative charge, and a monthly basic 
service fee. 
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(4) If the customer's gas is not delivered to the Company's system, the Company is not obligated to 
deliver gas to the customer. When the customer's gas is being delivered to the Company, the 
balancing provisions in § 5.09 will apply. 


(5) Firm transportation service is onl\ available to those customers who receive all of their natural 
gas service through the Company's facilities. 


(6) A l l sales are subject to the applicable local charges and state sales tax stated in § 8.02. 


(7) Fuel reimbursement of 1.5% applies to all volumes transported; see § 5.01. 


(8) Annual usage must be at least 350,000 Dth plus an additional 225,000 Dth for every mile away 
from the nearest interstate pipeline. Distance from the interstate pipeline will be measured as the 
most feasible route that would be determined by a reasonable and prudent natural gas utility 
operator. A customer with another bona fide, lawful bypass option may be included in the FT-1 
rate class upon approval by the Commission. 


(9) FT-1 customers are permitted to purchase interruptible transportation in excess of the firm 
demand amount to which they subscribe by paying the TS volumetric rates. 


(10) J he Energy Assistance rate is subject to a maximum of $50.00 per month and other conditions as 
specified in § 8.03. 


Issued bv R. W. Jibson, President 
* * 


Advice No. Section Revision No. Effective Date 


Issued bv R. W. Jibson, President 
* * 15-014-0* 176 


February- 1. 
2015 December 1.2014 
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5.06 MT R A T E S C H E D U L E 


MT R A T E 


Rates Per Dth Used Each Month 
Dth = decatherm = 10 therms = 1,000,000 Btu 


MT Volumetric 


Energy Assistance 


Infrastructure Rate Adjustment 


Distribution Non-Gas Rate 


$0.66539/Dth 


0.00183/Dth 


0.00897/Dth 


S0.676l9/I)th 


MT Facilities Balancing 


Transportation Imbalance Charge 


$0.06/Dth 


$0.19064 


MT F I X E D CHARGES 


Monthly Basic Service Fee (BSF): 
For a definition of BSF categories sec § 8.03. 


Administrative Charge (see §5.01). Annual 


Monthly 


BSF Category 1 $6.75 


BSF Category 2 $18.25 


BSF Category 3 $63.50 


BSF Category 4 $420.25 


$4,500.00 


Equivalent $375.00 


MT CLASSIFICATION PROVISIONS 


(1) Service is used for a municipal gas system owned and operated by a municipality as defined 
by Utah Code Ann. § 10-1-104(5). I he customer must enter into a minimum one-year 
contract specifying the maximum daily contract demand. I f requested, the Company will 
provide MT customers with its forecast of the maximum daily demand for any contract 
period. The Company is not obligated to provide service in excess of the maximum daily 
contract demand. 


(2) Annual load factor is 15% or greater, where load factor is defined to be: Actual or estimated 
average daily usage is at least 15% of peak winter day. 


(Actual or Estimated Annual Use + 365 days) + Peak Winter Day > 15% 


(3) I f the customer's gas is not delivered to the Company's system, the Company is not obligated 
to deliver gas to the customer. When the customer's gas is being delivered to the Company, 
the balancing provisions described in § 5.03 and § 5.09 will apply. 


(4) A l l sales are subject to any applicable local charges and sales tax stated in § 8.02. 


(5) Fuel reimbursement of 1.5% applies to all volumes transported. (Sec § 5.01). 







CtUESTMR 
Gas 


QUESTAR GAS COMPANY 
UTAH NATURAL GAS T A R I F F 


PSCU 400 


Page 5-11 


(6) MT service is not required i f it will subject the Company to regulator)'jurisdiction by anyone 
other than the Commission. 


(7) An MT customer will be required to notify the Company before it proposes to extend service 
beyond the state of Utah or into a serv ice area designated by the Federal Energy Regulatory 
Commission (FERC) pursuant to 7(f) of the Natural Gas Act. Such service extension will be 
cause for termination of MT service by the Company, unless it is demonstrated, prior to 
service extension, that an order has been issued by the FERC, or any other federal, state or 
local entity potentially exercising regulator)' jurisdiction, showing respectively that the 
Company will not be subject to the regulator)' jurisdiction of the FERC or other federal, state 
or local entity, and, with respect to an order issued by the FERC, that the Company will not 
lose any Hinshaw status that it may have. The Company may also terminate MT service 
commenced upon the issuance of any such order described above i f the order is stayed or i f an 
administrative or judicial appeal of such order results in a finding that providing the MT 
service subjects it to the jurisdiction of the FERC, or other federal, state or local entity, or 
results in a loss of any Hinshaw status it may have. 


(8) Service is only available for cities where the Company docs not have a franchise or an 
existing distribution system. 


(9) For municipal customers with usage on more than one rate schedule, the usage for different 
rate schedules must be separately metered and subject to the appropriate administrative charge 
as provided for in the Administrativ e Charge paragraph of § 5.01. 


(10) The Energy Assistance rate is subject to a maximum of $50.00 per month and other conditions 
as specified in § 8.03. 


Issued by R. W. Jibson, President 
Advice No. Section Revision No. Effective Date 


Issued by R. W. Jibson, President 
15-014-08 126 February 1. 


2015Dccember 1.2014 
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5.07 I S R A T E S C H E D U L E 


TS V O L U M E T R I C RATES 


Rates Per Dth Redelivered Each Month 
Dth ~- decatherm = 10 therms = 1,000,000 Btu 


First 
200 Dth 


Next 
.800 Dth 


Next 
98.000 Dth 


Penalty for failure to interrupt or limit usage when requested by the Company 


Transportation Imbalance Charge 


Al l Over 
100.000 Dth 


Base DNG $0.70401 $0.46021 $0.18821 $0.06966 
Energy Assistance 0.00052 0.00052 0.00052 0.00052 
Infrastructure Rate Adjustment 0.01240 0.00811 0.00332 0.00123 


Distribution Non-Gas Rate $0.71693 $0.46884 $0.19205 $0.07141 


See §3.02 


$0.19064 


TS F I X E D CHARGES 


Monthly Basic Service Fee (BSF): 


For a definition of BSF categories see § 8.03. 


Administrative Charge (see § 5.01). 


BSF Category 1 


BSF Category 2 


BSF Category 3 


BSF Category 4 


Firm Demand Charge per Dth (see 
§5.02). 


Annual 


Monthly Equivalent 


Base Annual 


Infrastructure Adder 


Total Annual 


Monthly Equivalent 


$6.75 


$18.25 


$63.50 


$420.25 


$4,500.00 


$375.00 


$24.79 


$0. 43679 


$25.23 


$2. 10 


TS CLASSIFICATION PROVISIONS 


(1) Service is available to end-use customers acquiring their own gas supply. 


(2) Customer must accept redelivery of all volumes received by the Company for its account. 
Imbalances will be subject to the provisions of § 5.09. 


(3) Service is subject to a monthly basic service fee and an administrative charge. 


(4) The interruptiblc portion of transportation service is provided on a reasonable-efforts basis, 
subject to interruption at any time after notice and as otherwise provided under Section 3. 


(5) The Customer may offer to sell, and the Company may agree to purchase, the Customer's 
interrupted volumes in accordance with the provisions of § 5.04. 


(6) Al l sales are subject to the additional local charges and state sales tax stated in § 8.02. 
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(7) Fuel reimbursement ol* 1.5% applies to all volumes transported; see § 5.01. 


(8) The Energy Assistance rate is subject to a maximum of $50 per month and other conditions as 
specified in §8.03. 


(9) Customer meter must be a rotary or turbine meter or AL800 or larger diaphragm meter. I f 
meter needs to be replaced it will be replaced at customers expense. 


Issued by R. W. Jibson, President 


Advice No. Section Revision No. Effective Date 


Issued by R. W. Jibson, President 
15-014-08 154 


February 1. 
2015 December 1.2011 
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5. TRANSPORTATION SERVICE 


5.01 CONDITIONS O F S E R V I C E 


APPLICABILITY 


This service applies to transportation of customer-acquired gas through the Company's 
distribution system from an approved interconnect point between the Company's distribution system 
and an upstream pipeline to a redelivery meter serving customer's premises. Each transportation 
service customer must identify in the contract the interconnect/delivery points(s) where it will deliver 
its natural gas supply into Questar Gas' system (approved point). Questar Cias reserves the right, as 
provided herein, to require each transportation customer to deliver its natural gas supplies to that 
approved point when, in Questar Gas' sole discretion, its operational needs support such a change 
from any alternate point that might currently be being used by the customer. 


INITIAL S E R V I C E A G R E E M E N T 


Each transportation customer will be required to enter into a service agreement with the 
Company. Transportation customers must contract for service on an annual basis. 


A written request for transportation service from an existing firm or interruptiblc sales service 
customer must be received by the Company by February 15 in any given year, except in 2014, when 
the date has been extended to March 30. A fully executed contract and any other requirements must 
be received by the Company by February 28 of any given year, except in 2014, when the date has 
been extended to April 30. Customer must meet with Questar (ias telemetry gas technician by April 
15 of any given year, except in 2014, when the date has been extended to April 30. Any customer 
facilities required to facilitate telemetry, which may include power, phone lines or other, required by 
Qucstar (ias must be installed by customer and operational by May 15 of any given year. Questline 
access agreements must be received by Questar Gas by May 31 of any given year. I f a customer fails 
to meet any of these deadlines, then customer will not be permitted to receive TS service during that 
year. If approved, such a request will be effective on the first day of that customer's billing cycle 
which occurs on or after July I * . 


TERM 


Service shall be for a minimum of one year. 


F E E S , COSTS AND CHARGES 


In the event that the Company incurs fees, charges or costs as a result of the transportation of 
a customer's gas to the Company's distribution system by an upstream pipeline the Company wil l 
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provide a statement of such charges or costs. The customer will reimburse the Company for all fees, 
charges or costs associated with such transportation. 


ADMINISTRATIVE C H A R G E 


Customers taking service on rate schedules FT-1, MT, and TS will be billed an annual 
administrative charge of $4,500 for each end-use site in equal monthly amounts. I f a customer has 
more than one end-use site on contiguous property covered by a single gas purchase contract, a 
$4,500 annual administrative charge wil l be billed to one end-use site. Other end-use sites for that 
customer will be billed a $2,250 annual administrative charge. A customer will be required to pay the 
administrativ e charge for each month during a temporary discontinuance of service. 


TRANSPORTATION IMBALANCE C H A R G E 


Customers taking service on rate schedules FT-1, MT and TS will be assessed a charge for 
daily imbalances that arc outside of a 5% imbalance tolerance. "Daily imbalance" is defined as the 
difference between the customer's nominated volumes, less fuel, and the actual usage on any given 
day. When the Daily Imbalance exceeds 5% of the actual usage, the charge will be assessed. This 
charge will include upstream transportation, storage, no notice and other related costs incurred during 
imbalances. The charge is set forth on the transportation rate schedules and will be recalculated in 
each pass through filing and updated at least annually. 


F U E L REIMBURSEMENT 


A fuel reimbursement of 1.5% wil l apply to all transportation volumes. The reimbursement 
will be collected by redelivering 1.5% less volume than is received into the Company's distribution 
system for transportation. 


F A C I L I T Y MODIFICATIONS 


Any costs to modify existing Company facilities or to install new Company facilities required 
in order to provide service shall be paid to the Company by the customer in advance of construction, 
unless other arrangements have been made. Al l such facilities are the property of the Company. The 
Company may at its option withhold service until all necessary facilities are in place to ensure safe 
service and to ensure that proper billing and accounting can be performed. The Company wil l require 
telemetering equipment as a prerequisite to providing transportation service. 


Customers may increase the daily contract limit i f additional equipment is added or i f 
operational changes necessitate firm service backup. All service is subject to the av ailability of new 
or additional service requirements shown in § 9.02. 


Issued by R. W. Jibson, President 
Advice No. Section Revision No. Effective Date 


Issued by R. W. Jibson, President 
15-01 6 February 1, 2015 
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5.05 F I R M TRANSPORTATION S E R V I C E R A T E S C H E D U L E FT-1 


FT-1 VOLUMETRIC RATES 


Rates Per Dth Redelivered Lach Month 
Dth - decathcnn - 10 therms = 1,000,000 Btu 


First Next Next Al l Over 
10.000 Dth 112,500 Dth 477,500 Dth 600,000 Dth 


Base DNG $0.22984 S0.21540 $0.15121 $0.03085 


Energy Assistance 0.00018 0.00018 0.00018 0.00018 
Infrastructure Rate Adjustment 0.00647 0.00606 0.00425 0.00087 


Distribution Non-Gas Rate $0.23649 S0.22164 $0.15564 S0.03190 


Minimum Yearly Distribution Non-Gas Charge (base) $77,000 


Transportation Imbalance Charge $0.19064 


FT-1 F I X E D CHARGES 


Monthly Basic Serv ice Fee (BSF): 
(Docs not apply as a credit toward the minimum yearly 
distribution non-gas charge) 
For a definition of meter categories see § 8.03. 


BSF Category I 


BSF Category 2 


BSF Category 3 


BSF Category 4 


Administrative Charge (See § 5.01). 


Finn Demand Charge per Dth (sec 


§5.02) 


Annual 


Monthly Equivalent 


Base Annual 


Infrastructure Adder 


Total Annual 


Monthly Equivalent 


$6.75 


$18.25 


$63.50 


$420.25 


$4,500.00 


$375.00 


$12.39 


$0. 34852 


$12. 74 


$1.06 


FT-1 CLASSIFICATION PROVISIONS 


(1) Industrial service on a minimum one-year agreement available to end use industrial customers 
who acquire their own gas supply and w ho will maintain a load factor of at least 50% where load 
factor is defined as: Actual or estimated average daily usage is at least 50% of peak winter day. 
(Actual or Estimated Annual Usage : 365 days) Peak Winter Day > 50% 


(2) Volumes must be transported to the Company's system under linn transportation capacity on 
upstream pipelines to interconnect points approved by the Company or on alternative 
transportation to approved interconnect points i f customer's upstream firm transportation is 
disrupted. 


(3) Service is subject to a minimum yearly charge, an administrative charge, and a monthly basic 
service fee. 
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(4) I f the customer's gas is not delivered to the Company's system, the Company is not obligated to 
deliver gas to the customer. When the customer's gas is being delivered to the Company, the 
balancing provisions in § 5.09 wil l apply. 


(5) Firm transportation service is only available to those customers who receive all of their natural 
gas service through the Company's facilities. 


(6) A l l sales are subject to the applicable local charges and state sales tax stated in § 8.02. 


(7) Fuel reimbursement of 1.5% applies to all volumes transported; sec § 5.01. 


(8) Annual usage must be at least 350,000 Dth plus an additional 225,000 Dth for every mile away 
from the nearest interstate pipeline. Distance from the interstate pipeline will be measured as the 
most feasible route that would be determined by a reasonable and prudent natural gas utility-
operator. A customer with another bona fide, lawful bypass option may be included in the FT-1 
rate class upon approval by the Commission. 


(9) FT-1 customers are pennittcd to purchase interruptible transportation in excess of the firm 
demand amount to which they subscribe by paying the TS volumetric rates. 


(10) The Energy Assistance rate is subject to a maximu;n of 550.00 per month and other conditions as 
specified in § 8.03. 


Issued by R. W. Jibson, President 
Advice No. Section Rev ision No. Effective Date 


Issued by R. W. Jibson, President 
15-01 17 February 1, 2015 
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5.06 M T R A T E S C H E D U L E 


MT RATE 


Rates Per Dth Used Each Month 
Dth - dccathcnn - 10 therms = 1.000.000 Rtu 


MT Volumetric 


Energy Assistance 


Infrastructure Rate Adjustment 


Distribution Non-Gas Rate 


$0.66539/Dth 


0.00183/Dth 


0.00897/Dth 


$0.67619/Dth 


MT Facilities Balancing 


Transportation Imbalance Charge 


$0.06/Dlh 


$0.19064 


MT F I X E D CHARGES 


Monthly Basic Service Fee (BSF): 
For a definition of BSF categories see § 8.03. 


Administrative Charge (see §5.01). Annual 


Monthly 


BSF Category 1 $6.75 


BSF Category 2 $18.25 


BSF Category 3 $63.50 


BSF Category 4 $420.25 


$4,500.00 


ivalent $375.00 


MT CLASSIFICATION PROVISIONS 


(1) Service is used for a municipal gas system owned and operated by a municipality as defined 
by Utah Code Ann. § 10-1-104(5). The customer must enter into a minimum one-year 
contract specifying the maximum daily contract demand. I f requested, the Company will 
provide MT customers with its forecast of the maximum daily demand for any contract 
period. The Company is not obligated to provide service in excess of the maximum daily 
contract demand. 


(2) Annual load factor is 15% or greater, where load factor is defined to be: Actual or estimated 
average daily usage is at least 15% of peak winter day. 


(Actual or Estimated Annual Use + 365 days) + Peak Winter Day > 15% 


(3) I f the customer's gas is not delivered to the Company's system, the Company is not obligated 
to deliver gas to the customer. When the customer's gas is being delivered to the Company, 
the balancing provisions described in § 5.03 and § 5.09 will apply. 


(4) Al l sales are subject to any applicable local charges and sales tax stated in § 8.02. 


(5) Fuel reimbursement of 1.5% applies to all volumes transported. (Sec § 5.01). 
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(6) MT service is not required i f it will subject the Company to regulatory jurisdiction by anyone 


other than the Commission. 


(7) An MT customer will be required to notify the Company before it proposes to extend service 
beyond the state of Utah or into a service area designated by the Federal Energy Regulatory 
Commission (FERC) pursuant to 7(f) of the Natural Gas Act. Such service extension w i l l be 
cause for termination of MT service by the Company, unless it is demonstrated, prior to 
service extension, that an order has been issued by the FERC, or any other federal, state or 
local entity potentially exercising regulatory jurisdiction, showing respectively that the 
Company will not be subject to the regulator)'jurisdiction of the FERC or other federal, state 
or local entity, and, with respect to an order issued by the FERC, that the Company will not 
lose any Hinshaw status that it may have. The Company may also terminate MT service 
commenced upon the issuance of any such order described above i f the order is stayed or i f an 
administrative or judicial appeal of such order results in a finding that providing the MT 
service subjects it to the jurisdiction of the FERC, or other federal, state or local entity, or 
results in a loss of any Hinshaw status it may have. 


(8) Service is only available for cities where the Company does not have a franchise or an 
existing distribution system. 


(9) f or municipal customers with usage on more than one rate schedule, the usage for different 
rate schedules must be separately metered and subject to the appropriate administrative charge 
as provided for in the Administrativ e Charge paragraph of § 5.01. 


(10) The Energy Assistance rate is subject to a maximum of $50.00 per month and other conditions 
as specified in § 8.03. 


Issued by R. W. Jibson, President 
Advice No. Section Revision No. Effective Date 


Issued by R. W. Jibson, President 
15-01 17 February 1, 2015 
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5.07 TS R A T E S C H E D U L E 


TS V O L U M E T R I C R A T E S 


Rates Per Dth Redelivered Each Month 
Dth - deeatherni - 10 therms = 1,000,000 Btu 


First Next Next Al l Over 
200 Dth 1,800 Dth 98,000 Dth 100,000 Dth 


Base DNG $0.70401 S0.4602I $0.18821 $0.06966 


Energy Assistance 0.00052 0.00052 0.00052 0.00052 
Infrastructure Rate Adjustment 0.01240 0.00811 0.00332 0.00123 


Distribution Non-Gas Rate $0.71693 $0.46884 SO. 19205 $0.07141 


Penalty for failure to interrupt or limit usage when requested by the Company See § 3.02 


Transportation Imbalance Charge $0.19064 


TS F I X E D CHARGES 


\lonthlv Basic Service Pee (BSF): BSF Category 1 $6.75 


BSF Category 2 $18.25 
For a definition of BSF categories see § 8.03. BSF Category 3 $63.50 


BSF Category 4 $420.25 


Administrative Charge (see § 5.01). Annual $4,500.00 


Monthly Equivalent $375.00 
Firm Demand Charge per Dth (sec 


Base Annual $24.79 
§5.02). 


Infrastructure Adder SO. 13679 


Total Annual $25.23 


Monthly Equivalent $2. 10 


TS CLASSIFICATION PROVISIONS 


(1) Service is available to end-use customers acquiring their own gas supply. 


Customer must accept redeliver)' of all volumes received by the Company for its account. 
Imbalances will be subject to the provisions of § 5.09. 


Service is subject to a monthly basic service fee and an administrative charge. 


I he interruptible portion of transportation service is provided on a reasonable-efforts basis, 
subject to interruption at any time after notice and as otherwise provided under Section 3. 


(2) 


(3) 


(4) 


(5) The Customer may offer to sell, and the Company may agree to purchase, the Customer's 
interniptcd volumes in accordance with the provisions of § 5.04. 


(6) All sales are subject to the additional local charges and state sales tax stated in § 8.02. 



file:///lonthlv
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(7) Fuel reimbursement of 1.5% applies to all volumes transported; sec § 5.01. 


(8) The Energy Assistance rate is subject to a maximum of $50 per month and other conditions as 
specified in §8.03. 


(9) Customer meter must be a rotary or turbine meter or AL800 or larger diaphragm meter. I f 
meter needs to be replaced it will be replaced at customers expense. 


Issued by R. W. Jibson, President 
Advice No. Section Revision No. Effective Date 


Issued by R. W. Jibson, President 
15-01 15 February 1, 2015 
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1 I. INTRODUCTION 


2 Q. Please state your name and business address. 


3 A. My name is Kelly B Mendenhall. My business address is 333 South State Street, Salt Lake 


4 City, Utah. 


5 Q. Did you previously file testimony in this case? 


6 A. Yes. 


7 Q. Does Questar das have other witnesses sponsoring testimony in this Docket? 


8 A. Yes. Mr. William Schwar/enbach, Director of Gas Supply will also be filing Rebuttal 


9 testimony as QGC Eixhibit 2.0R. Mr. Schwarzcnbach will address some of the issues raised 


10 by other witnesses and the operational concerns Questar Gas Company (Qucstar Gas or 


11 Company) has with respect to daily nominations. 


12 Q. What is the purpose of your rebuttal testimony in this Docket? 


13 A. The purpose of my rebuttal testimony is to address rate and regulatory concerns and 


14 arguments presented by intervening parties and to provide a summary of the issues for the 


15 Public Service Commission of Utah (Commission). 


16 Q. Please summarize the issues before the Commission in this case. 


17 A. I have grouped the issues into five categories: 1) Rate Assessment, 2) Volumetric Rate 


18 Components Used in the Numerator, 3) Imbalance Decatherms (Dth) Used in the Numerator, 


19 4) Volumes used to Assess the Charge in the Denominator and 5) Changing Customer 


20 Behavior. There arc individual issues within each category. I will discuss each of these 


21 issues in my testimony below. 







REBUTTAL TESTIMONY OF 


K E L L Y B . MENDENHALL 


Q G C E X H I B I T 1.OR 


DOCKET No. 14-057-31 
PAGE 2 


22 I I . RATE ASSESSMENT 


23 A. Assessment of Charge 


24 Q . What is the first issue you have identified with respect to rate assessment? 


25 A. The first and perhaps overarching issue in this case is whether the Company should assess a 


26 charge to transportation customers (TS Customers) for imbalance services. 


27 Q . What are the parties' respective positions on the issue? 


28 A. The Company, the Division of Public Utilities (DPU) and the Office of Consumer Services 


29 (OCS) offer testimony that the transportation customers are receiving a benefit of value and 


30 should pay something for that benefit. The Utah Association of lincrgy Users (UAE), Nucor 


31 Steel-Utah, CI MA Energy Ltd, Summit Energy LLC and US Magnesium LLC think the 


32 proposal should be rejected or analyzed in a working group. A table summarizing the 


33 positions is shown below: 


34 Table 1 


Witness Proposal 
Mendenhall | Imbalance charge should be 


assessed to transportation 
customers. 


Mier/.vva 


Wheelwright 


Iliggins 


Mcdura 


S wen son 


McGarvey 


Questar (ias" imbalance charge is 
reasonable and should be approved. 
An alternate charge on all 
transportation volumes would also 
be reasonable. 
TS customers should pay for 
services used. 
Recommends rejection of Qucstar 
Gas' proposal, or alternatively, a 
workshop to investigate the 
balancing issue. 
Recommends further study & 
analysis. 
A working group should be 
established to provide input for an 
imbalance rate. 
More analysis is needed. 


Reference 
QGC Exhibit 1.0, lines 233-238. 


Direct Testimony of Jerome D. Mierzwa, 
lines 56-60. 


DPU Exhibit No. 1.0D, lines 335-342. 


UAE/Nucor/CIMA Direct Exhibit 1.0. 
lines 49-56. 


CIMA Direct Exhibit 1.0, lines 131-132. 


US Mag Direct Exhibit 1.0, lines 146-149. 


Direct Testimony of Michael McGarv 
lines 19-23. 
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35 Q . Mr. Iliggins claims that monthly balancing is the standard across the country (Higgins, 


36 lines 158-161) and that daily balancing requirements for TS Customers are rare 


37 (Iliggins, lines 131 and 132). How do you respond? 


38 A. Mr. Iliggins is confusing two issues. There is a difference between "gas commodity 


39 balancing" policies and the proposed "daily imbalance" charge. Gas distribution companies 


40 require gas commodity balancing on a monthly basis to ensure that at the end of the month, 


41 the amount of gas that a specific customer delivers onto the system is in balance with the 


42 actual amount of gas used. Companies assess a penalty when a customer does not stay 


43 within a monthly 5% tolerance. This penalty is related to commodity imbalances and not to 


44 any transportation balancing services used. In contrast, the Company's proposal is not 


45 related to commodity imbalances; rather it is a charge for upstream transportation balancing 


46 services used on a daily basis. 


47 Q. What is the difference between the monthly commodity balancing penalty and the daily 


48 balancing service charge? 


49 A. A penalty is usually an economic incentive designed to encourage or discourage customers to 


50 act in certain ways. In the case of monthly commodity balancing, section 5.09 of the 


51 Company's Utah Natural Gas Tariff400 (Tariff) imposes a penalty of the greater of $ 1.00 or 


52 the difference between monthly and daily market index prices, plus $0.25. The primary 


53 purpose of the penalty is to encourage customers to stay within a 5% tolerance on a monthly 


54 basis. In this docket the Company has proposed a charge based on the value of the serv ices 


55 that the TS customers use on a daily basis. If they use less of the daily balancing services 


56 their charge will go down. 


57 Q. Are there other ways to collect the value of the daily balancing costs without assessing a 


58 charge on the volumes outside the proposed 5% daily tolerance? 


59 A. Yes. Some of the parties have proposed that the costs could be collected using a fiat 


60 volumetric rate to all TS Customers. While this would collect the costs associated with 


61 balancing services, it would not incent better nomination practices. It would also not assess 
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62 costs to the individual TS Customers for the daily imbalances they cause on the system. 


63 With a flat volumetric rate, a customer that transports a large volume of gas and uses what it 


64 nominates would pay a significant amount for a service it did not use. I will address this 


65 issue in greater detail in the •'Volumes Used to Assess the Charge in the Denominator" 


66 section of my testimony. 


67 Q. Is there another way to collect these costs without allowing for the 5% tolerance? 


68 A. Yes. The Company's proposal could be modified to allow a 0% tolerance and TS customers 


69 could be assessed a charge for every Dth of imbalance that they create. In this case the rate 


70 would be lower because the imbalance volumes (denominator) would be higher. The 2014 


71 working group explored the option of assessing the charges to all TS Customer imbalances, 


72 but without any tolerance. As 1 will discuss later, the Company ultimately abandoned this 


73 approach due to workgroup feedback. 


74 Q. Do you think the Company's proposal makes Questar Gas unique in the industry as 


75 Mr. Higgins suggests? 


76 A. No. As Mr. Mier/wa testified, it is not uncommon for gas utilities to require monthly 


77 balancing and assess a balancing charge on each Dth of throughput, liven i f this proposal 


78 were unique in the industry it would not change the fact that TS Customers use upstream 


79 transportation, no-notice and storage services and should pay for their use. 


80 Q. Docs Questar (ias' Tariff currently allow for the charging of these balancing services? 


81 A. Yes. Qucstar Gas' Tariff allows for the collection of upstream costs incurred by the 


82 Company for TS Customers. In Section 5.01 - Conditions of Service in the Questar Gas 


83 tariff the section entitled "Fees, Costs and Charges" states: 


84 In the event that the Company incurs fees, charges or costs as a result of the 


85 transportation of a customer's gas to the Company's distribution system by an 


86 upstream pipeline the Company will provide a statement of such charges or 


87 costs. The customer will reimburse the Company for all fees, charges or 


88 costs associated with such transportation. 
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89 Q. Is the Company's proposal a mechanism to collect these costs? 


90 A. Yes. The Company's proposal would collect for upstream balancing services used by TS 


91 Customers, and require them to compensate sales customers for this value. 


92 Q. Does Qucstar Gas currently charge any transportation classes for balancing services? 


93 A. Yes. The Municipal Transportation Class (MT) currently pays a $0.06/Dth facilities 


94 balancing charge. This charge was instituted in Docket 98-057-01. 


95 Q. Should the MT class continue to pay a flat $0.06/Dth rate if the Commission accepts the 


96 Company's proposal? 


97 A. There is currently one customer in the MT class. In order to treat this customer fairly, they 


98 should only be required to pay one charge. Either they can continue to pay the S0.06/Dlh rale 


99 for balancing or, i f the Commission deems it just and reasonable, they can pay the imbalance 


00 charge resulting from this proceeding. 


101 Q. Mr. Higgins states that your proposal of $1.7 million is a large increase when applied to 


102 the $15 million revenue requirement for the TS Customer class (Higgins, lines 216-220). 


103 How do you respond? 


104 A. In order to accurately calculate the impact of this charge on a TS Customer, all of the costs 


105 must be included. Mr. Iliggins is excluding the commodity cost in his calculation. 


106 Q. What would the percentage increase be if you included commodity costs? 


107 A. 'The average cost per Dth for a transportation customer for distribution non-gas services at the 


108 end of 2014 amounted to about $0.34 per Dth.1 I f that amount is added to the $2.882per Dth 


109 commodity cost the total cost per Dth for a transportation customer would be around 


1 The S0.34/Dth was calculated by taking the total TS class revenue of $12,388,333 divided by the total TS class 
volumes of 36,485,444 for the year ended 2014. These numbers are found on page 16 of the Questar (ias December 
2014 financial statement. 
2 The $2.88 per Dth was the Henry Hub price on July 29, 2015. 
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110 


111 


112 Q . 


113 


114 A. 


115 


116 


117 Q . 


118 


119 


120 


121 A. 


122 


123 


124 


125 


126 Q . 


127 A. 


128 


129 


130 


131 


132 


133 


134 


135 


$3.22/Dth. The $0.037/Dth Hat rate calculated by Mr. Mierzwa results in about a 1% 


increase for an average transportation customer. 


Do you believe the Company's rate calculation is just and reasonable and in the public 


interest? 


Yes. The Company's proposal fairly assesses TS Customers for the value of the services they 


use on a daily basis. 


B. Working Group Formation and Notice Prior to Implementation 


Witnesses Iliggins, (Higgins, lines 193-197), Swenson (Swenson, lines 144-149), Medura 


(Medura, lines 131-146), McGarvey (.McGarvey, lines 80-97) and Wheelwright 


(Wheelwright, lines 336-340) all recommend the creation of a working group to discuss 


and resolve these issues. Do you think this is necessary? 


No. The Company and interested parties have been discussing operational concerns related 


to TS Customers' nomination practices since the last general rate case in 2013. A review of 


the testimony in this case shows that despite these discussions, the parties positions are still 


too far apart for a consensus to take place. A working group would only further delay a 


Commission order on this hsuc. 


How did these issues arise in the Company's last rate case? 


On July 1, 2013, Questar Gas filed a general rate case in Docket 13-057-05. In that Docket 


the Company proposed to make changes to section 5.01 Transportation Service that would 


require TS Customers to provide upstream transportation information to Qucstar Gas. Some 


of the interveners in this docket filed testimony in that case opposing the proposed Tariff 


change. In the partial settlement stipulation regarding TS TariIT language, filed January 6, 


2013, the parties agreed for purposes of settlement that "the Company will also withdraw its 


proposed changes to the language of Section 5.01 of the Company tariff under the heading 


'upstream capacity'" and " The settling parties agree that on or before April 1,2014, they will 


invite the Settling Parties and other interested entities to collaboratively explore additional 
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137 


138 Q . 


139 A. 


140 


141 


142 Q . 


143 A. 


144 


145 


146 Q . 


147 A. 


O l 4 8 


149 


150 


151 Q . 


152 A. 


153 


154 


155 


156 


157 


158 


159 Q . 


changes to the language of Sections 5.01 and 5.07 of the Company's tariIT to address 


interruption and related concerns and issues."3 


Did the Commission accept the stipulation? 


Yes. In its February 21,2014 order the Commission accepted the statement and said, "we are 


encouraged by the TS Parties' commitment to engage in additional discussion to further 


address remaining issues."4 


Did the parties hold further discussions? 


Yes. The parties met three times during the first half of 2014. In those meetings the 


Company discussed its proposal to charge transportation customers for supplier non-gas 


costs. Many of the interveners in this docket were present at those meetings. 


Did you discuss the transportation imbalance charge in these meetings? 


Yes. In the meetings the parties explored a few different methods to collect imbalance 


charges from TS Customers. One of these methods, to assign the balancing costs directly to 


customer imbalances, has been proposed by the Company. Another one of these methods, 


the Hal volumetric charge, has been proposed by others in this case. 


Would further discussions in a new working group result in consensus? 


No. The Company and interveners have met multiple limes over the past 18 months and it is 


unlikely that a working group will come to an agreement on this issue or produce a result any 


better than what Questar Gas has already proposed. This proceeding alone will take longer 


from start to finish than a general rate case. A working group would just prolong and delay 


the reimbursement to sales customers of balancing costs from the transportation customers. 


It would also delay a resolution of the operational concerns that Questar (ias has on its 


system as discussed by Mr. Schwar/cnbach in his testimony. 


Did the meetings you described influence the Company's proposal in this docket? 


3 Partial Settlement Stipulation Regarding TS Tariff Language, January 6, 2013. 
4 Febmary 21, 2014, Report and Order, Docket No. 13-057-05, page 41. 
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160 A. Yes. When the group discussed the assignment of costs to TS Customers the Company 


161 proposed to assess the imbalance costs on every Dth of imbalance, with no 5% tolerance. In 


162 this docket, the Company proposed to assess the charge only on volumes outside of a 5% 


163 tolerance window. I he Company proposed that specific part of the rate design as a direct 


164 result of feedback from the working group. Some work group participants proposed that the 


165 customers who effectively managed imbalances should be rewarded by paying less of the 


166 balancing costs. The Company's proposal takes the costs that would have been paid by 


167 customers within a 5% tolerance and allocates it to the customers that are outside of a 5% 


168 tolerance. 


169 Q . What does the Company recommend w ith respect to a working group? 


170 A. The parties are not likely to reach consensus on remaining issues in a working group. The 


171 Company requests that the Commission rule on these issues now so that all parties have 


172 clarity going forward. 


173 Q . Do you agree with Mr. Iliggins (lines 173-178), Mr. Medura (lines 139-142), or Mr. 


174 McGarvey (lines 24-28) that a notice or test period is needed for customers to re-tool 


175 their practices insofar as daily nominating is concerned? 


176 A. No. The TS Customers have had ample time to prepare for changes in their nominating 


177 practices. As stated above, there have been several meetings with the parties and testimony 


178 was filed in December of 2014, so there has been sufficient notice for parties to have 


179 prepared for changes in their nominating processes. 


180 Q . Do you agree with Mr. Wheelwright's assessment that the Company has not presented 


181 sufficient information at this point to validate the appropriate costs that should be 


182 assigned to the TS class or their method of recovery? 


183 A. No. The Company filed this Docket on December 14.2014. During the eight months since 


184 that time, the Commission held two technical conferences and the parties issued numerous 


185 data requests. Fight months is more discover}' time than is typically provided in a general 


186 rate case. Parties wil l file additional rebuttal testimony concurrently w ith my testimony. My 


187 testimony and the other filed testimony provides sufficient evidence to support the 
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88 ('ompanv, \ proposed cosl calculation. In addition, the ('ompanj intends to file surrebuttal 


189 testimony and will be prepared to discuss any questions the parties may have during hearings. 


190 I I I . V O L U M E T R I C R A T E COMPONENTS USED IN T H E NUMERATOR 


191 A. Upstream Transportation Costs 


192 Q. Mr. Higgins suggests that when transportation customers ovcr-dclivcr to the Questar 


193 Gas system they do not use any upstream transportation capacity. Do you agree with 


194 this assessment? 


195 A. Mr. Iliggins is correct that, in most instances, no physical backhauls occur on the system. 


196 However, the overall effect of an over-deliver)' is that the Company uses no-notice service to 


197 adjust the nomination at Clay Basin, thereby reducing the actual gas delivered for the day. 


198 Q. How can you justify charging transportation customers for over-deliveries when no gas 


199 is physically transported on the system? 


00 A. An over-delivery occurs when a TS Customer nominates more gas than they consume. 


201 Something must be done with the excess gas that arrives at the city gate. I f the sales 


202 customer's upstream services were not available to provide a cushion to allow for an 


203 adjustment to these transportation volumes, the TS Customers would cither have to sell it at 


204 the city gate or transport it elsewhere. The Company uses its own upstream services to help 


205 TS Customers avoid these costs. 1 have included the upstream transportation because it 


206 represents a part of the value of the service they are receiving. 


207 Q. Mr. Higgins suggests that when TS Customers under-deliver to the Questar Gas system 


208 they should not be charged for the used upstream capacity. Do you agree with this 


209 assessment? 


210 A. No. An under- delivery occurs when a transportation customer nominates less gas than they 


211 consume. As the data request on lines 321-323 of Mr. Higgins testimony states, when an 


212 under-dclivcry occurs, total volume to the city gate is increased to adjust for the shortfall. 


213 The overall nomination for Questar Gas would be automatically adjusted upward using the 
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214 no-noticc contract, and the amount of gas flowing on the transportation contract, as well as 


215 the fuel gas related to that contract, would also be increased. 


216 Q . Does Mr. Iliggins provide any other arguments for why these costs should not be 


217 included? 


218 A. He proposes to remove these costs because "little or none of these costs represent 


219 incremental costs that transportation customers are causing QGC to incur" (Iliggins, lines 


220 212-214). 


221 Q . Do you agree that these charges should not be assessed because they are fixed and not 


222 incremental? 


223 A. No. While it is true that the transportation costs are fixed, that docs not mean that they are 


224 sunk costs that have no value. Questar (ias releases "fixed" transportation capacity to other 


225 customers on Questar Pipeline and charges them a volumetric $().17/Dth rate for that 


226 capacity. This rate is what the Company is proposing to charge for the upstream 


227 transportation portion of the imbalance services. This is the value of the services they are 


228 receiving. 


229 Q . How do other parties respond to Mr. Higgins claim? 


230 A. QGC 1.1R summarizes the positions of the other parties in this docket. As shown on Line 1 


231 of the exhibit, the Company and OCS believe that the rate should be included, while Mr. 


232 Higgins believes it should be excluded. All other parties did not express an opinion in 


233 testimony. 


234 B. Transportation Fuel Gas Reimbursement 


235 Q . Please explain how the parties disagree on the issue of fuel gas? 


236 A. Mr. Higgins takes issue with my rate calculation as shown on line 4 of QGC 1.1R. He 


237 recommends that the fuel gas reimbursement related to transportation be removed because he 


238 assumes transportation services are not being used. (Higgins, lines 223-226) 


239 Q . Do you agree with this argument? 
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^ ^ M < ) A. In p r i n c i p l e . I agree that i f transportation sen ices are not being u sed then the corresponding 


241 fuel charge should not be included. As slated earlier, however, I disagree with Mr. Iliggins 


242 assessment that transportation services arc not being used. He has removed both the service 


243 and the fuel, while I contend that they should both continue to be included in the rate. 


244 C. WACOG vs. First of Month Gas Prices for Fuel Gas Reimbursement Costs 


245 Q. Mr. McGarvey and Mr. Medura are concerned that the fuel gas reimbursement charge 


246 uses the Weighted Average Cost of (ias (WACOG) to calculate the charge. (McGarvey, 


247 lines 61 -75), (Medura, lines 61-75). They state that some supply could originate from a 


248 third party where the actual cost of supply is currently lower. How do you respond? 


249 A. The WACOG rate represents the blended cost that sales customers currently pay for fuel gas. 


250 Any charge other than the WACOG rate would not correctly reflect the actual cost. 


251 Q. Do Mr. McGarvey and Mr. Medura have any other issues with the fuel gas 


^-^252 reimbursement rate? 


253 A. Yes. Mr. McGarvey (McGarvey, lines 67-79) and Mr. Medura (lines 61-62) take issue with 


254 the fact that the fuel gas reimbursement percentage of 1.97% is not current. They are correct. 


255 For purposes of this rate, the Company would update the rate components based on the 


256 effective WACOG and fuel gas reimbursement percentage. The Company already does so 


257 twice a year when it files each pass-through case. 


258 IV. IMBALANCE DECATHERMS USED IN NUMERATOR 


259 A. Line Pack 


260 Q. Mr. Higgins (Iliggins, lines 354-358) and Mr. Swenson (Swenson, lines 114-127) both 


261 argue that the benefits and flexibility of line pack should be included in the calculation 


262 of imbalance Dccatherms. How do you respond? 


263 A. The Qucstar Gas system does not have signi ficant line pack. An interstate pipeline typically 


264 consists of large diameter pipe moving a relatively large amount of gas to a small number oi* 


265 locations. Interstate transmission pipelines purchase gas for system line pack to be used on 
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266 the system and record the cost of line pack on their books. A distribution system is made up 


267 of small pipes serving comparatively small amounts of gas to many customers in many 


268 different areas. As Mr. Schwarzenbach will discuss, the Qucstar Gas system does not have 


269 the line pack to manage supply swings from the large transportation customers. The 


270 Company manages imbalances using services on the upstream pipeline. Mr. I Iiggins allows 


271 for a 5% line pack tolerance in his calculation but he provides no evidence that this level of 


272 line pack exists. 


273 Q. Is there evidence that Questar (ias does not have significant line pack on its system? 


274 A. Yes. The Federal Energy Regulatory Commission (FERC) code of accounts requires that 


275 company-owned line pack be reported in account 376 (Mains) and be included in rate base.5 


276 For Qucstar Gas, the 376 account includes no line pack purchases. Line pack on the 


277 Company's system is de minimus and docs not exist in Questar Gas' rate base for regulatory 


278 or accounting purposes. Therefore, it is incorrect for Mr. Higgins to use line pack in his 


279 calculation to help reduce the amount owed by transportation customers for balancing 


280 services. 


281 Q. What impact does Mr. Higgins line pack adjustment have on the rate calculation? 


282 A. Mr. Higgins adjustment is shown on line 11 of QGC Exhibit 1.1R. This adjustment reduces 


283 the imbalance Dths in the numerator by more than half. Based on the prior discussion, this 


284 adjustment should not be made. 


285 B. Sales Customer Netting Adjustment 


286 Q. Mr. Higgins, Mr. Swenson and Mr. Medura suggest that sales and transportation 


287 volumes should be netted against each other on days that they are moving in opposite 


288 directions. How do you respond? 


289 A. I would refer to the testimony of Mr. Mierzwa that the calculation is consistent with how 


290 charges are assessed to customers for these services on the upstream pipeline (Mier/wa. lines 


291 125-132). For example, i f Customer A and Customer B both injected 100 DTH into Clay 


518 CFR Subchapter F, Part 201, Balance Sheet Accounts, Account 376.B.8. 
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^ ^ 2 9 2 Basin on a given day, the) would both be assessed charges for 100 DTH of injection. If on 


293 the next day, customer A injected 100 DTI I and customer B withdrew 100 DTH, it would be 


294 possible that there could be no physical injections at Clay Basin on that given day. I Iowever, 


295 Customer A would still be assessed for 100 DTH of injections and Customer B would be 


296 assessed for 100 DTH of withdrawal because the pipeline provided the necessary service and 


297 that service has a set value. A paper transaction is just as valuable as an actual physical 


298 transaction i f it provides the service needed by the customer. It should be irrelevant to the 


299 customer how that service was provided, only that it was provided. 


300 Q. How does this netting principle apply to the proposed calculation? 


301 A. Some interveners suggest that, on days that the TS Customers offset the imbalances of sales 


302 customers they are providing a service that provides value to sales customers. I disagree. 


303 The sales customers do not need the TS Customers to help them offset imbalances because 


304 they have purchased services to remedy imbalances. I Iowever, the T S Customers need to use 


^ ^ 3 0 5 the upstream balancing services of the sales customers to correct their imbalance. The 


306 Company's proposal is that the transportation customers reimburse the sales customers for 


307 the market value of those services. 


308 Q. Where is Mr. Higgins adjustment shown? 


309 A. His adjustment is shown on line 12 of QGC 1.1 R. This adjustment is made after the 5% 


310 netting adjustment resulting in a smaller impact to the rate. This adjustment reduces the 


311 imbalance Dths by an additional 188,257 Dth. 


312 V. VOLUMES USED TO ASSESS T H E C H A R G E IN T H E DENOMINATOR 


313 Q. Please explain the different positions for assessing the charge to customers. 


314 A. The Company's original proposal was to assess the charge to each customer on a daily basis 


315 based on their imbalance volumes over a 5% tolerance. Mr. Higgins adopted this proposal in 


316 his rate calculation. Mr. McGarvey (McGarvey, lines 145-146) advanced a second approach 


317 to create a volumetric rale to be spread over all volumes transported by the TS Customers. 
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3 1 8 Mr. Wheelwright adopted this second approach in his testimony (Wheelwright, lines 2 8 1 -


3 1 9 287 ) and Mr. Micrzwa is comfortable using cither approach (Mierzwa, lines 56 -60) . 


320 Q . Where are the various proposals shown in the .summary exhibit? 


321 A. Line 15 of QGC 1.1R shows the volumes used and line 1 6 shows the proposed rate 


322 calculation. 


323 Q . What is your opinion of using a volumetric rate spread over all volumes? 


324 A. As I mentioned in my direct testimony, there are two reasons the Company is proposing this 


325 charge. First, it wants to fairly charge transportation customers for the imbalance services 


326 they are using, and second it wants to incent a change in behav ior. The volumetric rate wil l 


327 achieve the first goal. I Iowever, as mentioned by other parties, it wil l not incent a change in 


328 behavior. Mr. Schwar/.cnbach will explain the operational issues that occur because TS 


329 Customers and their Agents6 do not accurately nominate on a daily basis. While the 


330 Company's proposal is not as simple as the flat volumetric rate design it will send a price 


331 signal to those TS Customers who are out of balance and reward those who closely manage 


332 their nominations. It will also more accurately assess the balancing costs by assessing those 


333 costs based on each TS Customer's aggregate daily imbalance, outside of a 5% tolerance. 


334 Q . Would you like to address any other issues related to the rate design? 


335 A. Yes. Mr. Swenson discusses the notion that the netted imbalance volumes in the numerator 


336 and the customer-specific imbalances in the denominator could change at different rates 


337 causing a dramatic increase in the rate. (Swenson, lines 58 -70) . 


338 Q . Please explain what causes this problem to occur? 


339 A. The problem is caused by the 5% imbalance tolerance. This tolerance could cause the 


340 numerator and denominator to change at different rates i f a majority of the large customers 


341 keep their imbalances within a 5% range on a daily basis. If the tolerance were increased to 


6 The term "Agents" refers to agents that TS Customers have retained to manage their gas supply. Interveners 
CIMA, Summit Energy, LLC, and Continuum are, for example "Agents" who manage supply for a number of 
Questar Gas TS Customers. 
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: an amount greater than 5%, t h i s problem w o u l d beeven m o r e significant. While this problem 


343 could arise it would only be under specific circumstances. 


344 Q. Is this potential rate design problem of concern? 


345 A. No. The parties will have the opportunity to review the rate calculation every six months in a 


346 pass through filing. I f there arc anomalies in the rate calculation, they could be addressed at 


347 that time. 


348 Q. What could be done to resolve this issue? 


349 A. A solution would be to change the rate design. I f the imbalance tolerance were reduced to 


350 0% then the rate could mathematically never go above $0.52/Dth, the actual per Dth cost of 


351 the service. 


352 VI . CHANGING CUSTOMER BEHAVIOR 


^•^353 A. Commodity Balancing Restrictions 


354 Q. Could the Company use commodity balancing restrictions, sometimes referred to as 


355 operational flow orders (OFOs), instead of rate design to try to change behavior, as 


356 suggested by Mr. Wheelwright (lines 192-198)? 


357 A. Mr. Schwarzcnbach w ill discuss the current limitations to OFOs and some proposed changes 


358 that could improve customer nominations. 


359 B. Aggregation 


360 Q. Mr. McGarvey has recommended that Qucstar Gas aggregate and apply the daily 


361 imbalance tolerance penalties at the Agent level (McGarvey, lines 149-155). Would this 


362 proposal solve the Company's two issues? 


363 A. No. Mr. McGarvey's proposal ignores the fact that I have already aggregated all of the 


364 customer daily imbalances in my rate calculation. This was discussed in Mr. Micr/.wa's 


365 testimony (Mier/.wa, lines 233-238). Aggregating the imbalances a second time at the Agent 


366 level would insure that the Company would never collect the full cost of balancing services 
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367 from transportation customers due to double counting. Aggregation at the Agent level would 


368 also allow Agents to continue to adjust the nominations of a few large customers as described 


369 by Mr. Medura on lines 99-105 of his testimony. This will result in problems allocating 


370 allowed usage and penalties on days when supply curtailments occur. As Mr. Mierzwa also 


371 points out, the Company contracts with customers and not Agents. Mr. McGarvey's 


372 recommendation would just add a layer of complexity without solving any of the issues. 


373 C. Additional Metering 


374 Q. Mr. McGarvey discussed the fact that Qucstar Gas should provide real-time 


375 measurement for customers so that they can more reliably nominate. (McGarvey, lines 


376 124-128). Do you agree? 


377 A. No. I would refer to lines 212-214 of Mr. Mierzwa's testimony: " Transportation service is 


378 an elective service. Therefore, transportation customers should be responsible for monitoring 


379 their own usage on a real-time basis and for paying the costs associated with any necessary 


380 telemetering services." TS Customers and/or their Agents are in the best position to 


381 determine whether they have a need for any real-time metering data and how they pay for it. 


382 This is already provided for in the Company's Tariff Section 5.01. "Any costs to modify 


383 existing Company facilities or to install new Company facilities required in order to provide 


384 service shall be paid to the Company by the customer in advance of construction, unless 


385 other arrangements have been made." 


386 Q. Do you think purchasing real-time monitoring equipment is necessary? 


387 A. No. I f a customer wants real-time data the customer can read its meter onsite at any time for 


388 no additional cost. Additionally, real-time usage is only one of many factors needed to 


389 accurately predict usage for the following day. As Mr. McGarvey states, "agents use 


390 proprietary forecasting regression models, local weather forecasts, historical consumption 


391 profiles and current usage trending" (McGarvey, lines 120-122) to forecast customer supply 


392 requirements. 


393 Q. Do you have any recommendations? 
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1 A. Yes. The Companj a sks the Commission to a p p r o v e i ts o r i g i n a l proposal as filed in QG(' 


395 Exhibit 1.0. The Company also proposes that the rate calculation be updated using the most 


396 recent data available. 


397 Q . Does this conclude your testimony? 


398 A. Yes. 


o 







Stale of Utah ) 


) ss. 


County of Salt Lake ) 


I , Kelly B. Mendenhall, being first duly sworn on oath, state that the answers in the foregoing 


written testimony are true and correct to the best of my knowledge, information and belief. Except 


as stated in the testimony, the exhibits attached to the testimony were prepared by me or under my 


direction and supervision, and they are true and correct to the best of my knowledge, information and 


belief. Any exhibits not prepared by me or under my direction and supervision are true and correct 


copies of the documents they purport to be. 


Kelly B. Mendenhall 


SUBSCRIBED AND SWORN TO this 31* day of July, 2015. 


Notary Public 
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Proposed Transportation Services Rate Calculation 


(A) (B) (C) (D) (E) (F) 
Party QGC UAE CIMA DPU OCS 


Witness Mendenhall Higgins Medura Wheelwright Mierzwa 
Component Volumetric Rate Volumetric Rate Volumetric Rate Volumetric Rate Volumetric Rate 
Transportation SO. 17652 $0.00000 $0.17652 
No Notice Transportation 1/ $002852 $0.02852 $0.02852 
ACA S0.00140 $0.00140 $0.00140 
Fuel Gas Reimbursement 2/ S0.09124 $0.00000 S0.04846 $0.09124 
Clay Basin Demand SO.09381 $0.09381 $0.09381 
Clay Basin Capacity $0 02378 S0.02378 $0.02378 
Clay Basin Fuel Gas Reimbursement 3/ $0.09263 $0.09263 $0.04663 S0.09263 
Injection/Withdrawal Avg 4/ S0.01415 $0.01415 $0.01415 
Total Charge $0.52205 $0.25429 $0.43327 $0.52205 


Total Imbalance Decatherms 3.333.731 3.333.731 3,333,731 
Adjustment for Line Pack 0 (1.819.134) 0 
Adjustment for Netting 0 (188.257) 0 
Net Volumes (Lines 10 - Line 11 - Line 12) 3.333.731 1.326.340 3,333,731 


Total Annual Cost (Line 9 X Line 13) $1,740,374 $337,275 $1,740,374 


9,128,985 or 
Volumes used to assess charge 9.128.985 9.128.985 46,500,000 47,355,069 


$0.19064 or 
Proposed Rate (Line 14 Divided by Line 15) $0.19064 $0.03695 $0.03675 


1/ Reservation Charge ($0.86753) X 12 / 365 = $0.02852 
21 Currently Effective WACOG Rate ($4.63135) X 1.97% = $0.09124 0.04925 
3/ WACOG Rate ($4.63135) X PAL1 fuel reimbursement rate of 2% = $0.09263 
4/ Average of Clay Basin Storage Service Injection and Withdrawal: 


($0.01049 +$0.01781) / 2 = S0.01415 
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L I N T R O D U C T I O N 


2 Q. 


3 A. 


4 


5 Q . 


6 A. 


7 Q . 


8 A. 


9 


10 


11 


13 A. 


14 


15 


16 Q . 


17 A. 


18 


19 


20 


21 


Please state your name and business address. 


My name is Kelly B Mendenhall. My business address is 333 South Slate Streel. Salt Lake 


City, Utah. 


Did you previously file testimony in this case? 


Does Questar Gas have other witnesses sponsoring testimony in this Docket? 


Yes. Mr. William Schwarzcnbach, Director of Gas Supply will also be filing Rebuttal 


testimony as QGC Exhibit 2.OR. Mr. Schwarzcnbach will address some of the issues raised 


by other witnesses and the operational concerns Questar (ias Company (Qucstar Gas or 


Company) has with respect to daily nominations. 


What is the purpose of your rebuttal testimony in this Docket? 


The purpose of my rebuttal testimony is to address rate and regulatory concerns and 


arguments presented by intervening parties and to provide a summary of the issues for the 


Public Service Commission of Utah (Commission). 


Please summarize the issues before the Commission in this case. 


I have grouped the issues into five categories: I ) Rate Assessment, 2) Volumetric Rale 


Components Used in the Numerator, 3) Imbalance Decatherms (Dth) Used in the Numerator, 


4) Volumes used to Assess the Charge in the Denominator and 5) Changing Customer 


Behavior. There are individual issues within each category. I will discuss each of these 


issues in my testimony below. 
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22 I I . R A T E A S S E S S M E N T 


23 A. Assessment of Charge 


24 Q . What is the first issue you have identified with respect to rate assessment? 


25 A. The first and perhaps overarching issue in this case is whether the Company should assess a 


26 charge to transportation customers (TS Customers) for imbalance services. 


27 Q . What are the parties' respective positions on the issue? 


28 A. The Company, the Division of Public Utilities (DPU) and the Office of Consumer Services 


29 (OCS) offer testimony that the transportation customers arc receiving a benefit of value and 


30 should pay something for that benefit. The Utah Association of Energy Users (UAE), Nucor 


31 Steel-Utah, CIMA Energy Ltd. Summit Energy LLC and US Magnesium LLC think the 


32 proposal should be rejected or analyzed in a working group. A table summarizing the 


33 positions is shown below: 


34 Table 1 


Witness Proposal Reference 
Mendenhall Imbalance charge should be 


assessed to transportation 
customers. 


QGC Exhibit 1.0, lines 233-238. 


Mierzwa Questar Gas' imbalance charge is 
reasonable and should be approved. 
An alternate charge on all 
transportation volumes would also 
be reasonable. 


Direct Testimony of Jerome D. Mierzwa, 
lines 56-60. 


Wheelwright TS customers should pay for 
services used. 


DPU Exhibit No. 1.0D, lines 335-342. 


Iliggins Recommends rejection of Questar 
Gas' proposal, or alternatively, a 
workshop to investigate the 
balancing issue. 


UAE/Nucor/CIMA Direct Exhibit 1.0, 
lines 49-56. 


Medura Recommends further study & 
analysis. 


CIMA Direct Exhibit 1.0, lines 131-132. 


Swenson A working group should be 
established to provide input for an 
imbalance rate. 


US Mag Direct Exhibit 1.0, lines 146-149. 


McGarvey More analysis is needed. Direcl festimon) of Michael M c G a r ^ j 
lines 19-23. % 
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36 


37 


38 A. 


39 


40 


41 


42 


43 


44 


45 


46 


^ ^ 8 


49 A. 


50 


51 


52 


53 


54 


55 


56 


57 Q . 


58 


59 A. 


^ ^ > 0 


^ R i 


Mr. Higgins claims that monthly balancing is the standard across the country (Higgins, 


lines 158-161) and that daily balancing requirements for TS Customers arc rare 


(Higgins, lines 131 and 132). How do you respond? 


Mr. Higgins is confusing two issues. There is a difference between "gas commodity 


balancing" policies and the proposed '"daily imbalance" charge, (ias distribution companies 


require gas commodity balancing on a monthly basis to ensure that at the end of the month, 


the amount of gas that a specific customer delivers onto the system is in balance with the 


actual amount of gas used. Companies assess a penalty when a customer does not stay 


within a monthly 5% tolerance. This penalty is related to commodity imbalances and not to 


any transportation balancing services used. In contrast, the Company's proposal is not 


related to commodity imbalances; rather it is a charge for upstream transportation balancing 


services used on a daily basis. 


What is the difference between the monthly commodity balancing penalty and the daily 


balancing service charge? 


A penalty is usually an economic incentive designed to encourage or discourage customers to 


act in certain ways. In the case of monthly commodity balancing, section 5.09 of the 


Company's Utah Natural Gas Tariff400 (Tariff) imposes a penalty of the greater of $ 1.00 or 


the difference between monthly and daily market index prices, plus $0.25. The primary 


purpose of the penalty is to encourage customers to stay within a 5% tolerance on a monthly 


basis. In this docket the Company has proposed a charge based on the value of the services 


that the TS customers use on a daily basis. I f they use less of the daily balancing services 


their charge will go down. 


Are there other ways to collect the value of the daily balancing costs without assessing a 


charge on the volumes outside the proposed 5% daily tolerance? 


Yes. Some of the parties have proposed that the costs could be collected using a Hat 


volumetric rate to all TS Customers. While this would collect the costs associated with 


balancing services, it would not incent better nomination practices. It would also not assess 
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62 


63 


64 


65 


66 


67 Q. 


68 A. 


69 


70 


71 


72 


73 


74 Q. 


75 


76 A. 


77 


78 


79 


80 Q. 


81 A. 


82 


83 


84 


85 


86 


87 


88 


costs to the individual TS Customers for the daily imbalances they cause on the system. 


With a Hal volumetric rate, a customer that transports a large volume of gas and uses what it 


nominates would pay a significant amount for a service it did not use. I will address this 


issue in greater detail in the "Volumes Used to Assess the Charge in the Denominator" 


section of my testimony. 


Is there another way to collect these costs without allowing for the 5% tolerance? 


Yes. The Company's proposal could be modified to allow a 0% tolerance and TS customers 


could be assessed a charge for every Dth of imbalance that they create. In this case the rate 


would be lower because the imbalance volumes (denominator) would be higher. The 2014 


working group explored the option of assessing the charges to all TS Customer imbalances, 


but without any tolerance. As I will discuss later, the Company ultimately abandoned this 


approach due to workgroup feedback. 


Do you think the Company's proposal makes Qucstar Gas unique in the industry as 


Mr. Iliggins suggests? 


No. As Mr. Mierzwa testified, it is not uncommon for gas utilities to require monthly 


balancing and assess a balancing charge on each Dth of throughput, liven i f this proposal 


were unique in the industry it would not change the fact that TS Customers use upstream 


transportation, no-notice and storage services and should pay for their use. 


Does Questar (ias' Tariff currently allow for the charging of these balancing services? 


Yes. Questar Gas' Tariff allows for the collection of upstream costs incurred by the 


Company for TS Customers. In Section 5.01 - Conditions of Service in the Questar Gas 


tariff the section entitled "Fees, Costs and Charges" states: 


In the event that the Company incurs fees, charges or costs as a result of the 


transportation of a customer's gas to the Company's distribution system by an 


upstream pipeline the Company will provide a statement of such charges or 


costs. The customer wil l reimburse the Company for all fees, charges or 


costs associated with such transportation. 
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89 Q. Is the Company's proposal a mechanism to collect these costs? 


90 A. Yes. The Company's proposal would collect for upstream balancing services used by TS 


91 Customers, and require them to compensate sales customers for this value. 


92 Q. Does Questar Gas currently charge any transportation classes for balancing services? 


93 A. Yes. The Municipal Transportation Class (MT) currently pays a $().06/Dth facilities 


94 balancing charge. This charge was instituted in Docket 98-057-01. 


95 Q. Should the MT class continue to pay a flat $0.06/Dth rate if the Commission accepts the 


96 Company's proposal? 


97 A. There is currently one customer in the MT class. In order to treat this customer fairly, they 


98 should only be required to pay one charge. Hither they can continue to pay the $0.06/Dth rate 


99 for balancing or, i f the Commission deems it just and reasonable, they can pay the imbalance 


^ ^ i charge resulting from this proceeding. 


101 Q. Mr. Higgins states that your proposal of SI .7 million is a large increase when applied to 


102 the $15 million revenue requirement for the TS Customer class (Higgins, lines 216-220). 


103 How do you respond? 


104 A. In order to accurately calculate the impact of this charge on a TS Customer, all of the costs 


105 must be included. Mr. Iliggins is excluding the commodity cost in his calculation. 


106 Q. What would the percentage increase be if you included commodity costs? 


107 A. The average cost per Dth for a transportation customer for distribution non-gas services al the 


108 end of 2014 amounted to about $0.34 per Dth.1 I f that amount is added to the S2.882 per Dth 


109 commodity cost the total cost per Dth for a transportation customer would be around 


1 The $0.34/Dth was calculated by taking the total TS class revenue of $12,388,333 divided by the total TS class 
volumes of 36,485,444 for the year ended 2014. These numbers are found on page 16 of the Qucstar Gas December 
2014 financial statement. 
2 The S2.88 per Dth was the Henry Hub price on July 29, 2015. 
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127 A. 


128 
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130 


131 
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135 


$3.22/Dth. The $0.037/Dth flat rate calculated by Mr. Mierzwa results in about a 1% 


increase for an average transportation customer. 


Do you believe the Company's rate calculation is just and reasonable and in the public 


interest? 


Yes. The Company's proposal fairly assesses TS Customers for the value of the services they 


use on a daily basis. 


B. Working Group Formation and Notice Prior to Implementation 


Witnesses Higgins, (Higgins, lines 193-197), Swenson (Swenson, lines 144-149), Medura 


(Medura, lines 131-146), McGarvey (McGarvey, lines 80-97) and Wheelwright 


(Wheelwright, lines 336-340) all recommend the creation of a working group to discuss 


and resolve these issues. Do you think this is necessary? 


No. The Company and interested parties have been discussing operational concerns related 


to TS Customers' nomination practices since the last general rate case in 2013. A review of 


the testimony in this case shows that despite these discussions, the parties positions are still 


too far apart for a consensus to take place. A working group would only further delay a 


Commission order on this issue. 


How did these issues arise in the Company's last rate case? 


On July 1, 2013, Qucstar Gas filed a general rate case in Docket 13-057-05. In that Docket 


the Company proposed to make changes to section 5.01 Transportation Service that would 


require TS Customers to provide upstream transportation information to Questar Gas. Some 


of the interveners in this docket filed testimony in that case opposing the proposed Tariff 


change. In the partial settlement stipulation regarding TS Tariff language, filed January 6, 


2013, the parties agreed for purposes of settlement that "the Company will also withdraw its 


proposed changes to the language of Section 5.01 of the Company tariff under the heading 


'upstream capacity*" and "The settling parties agree that on or before April 1,2014, they will 


invite the Settling Parties and other interested entities to collaboratively explore additional 
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156 


157 


158 


159 


( ) 


changes to the language of Sections 5.01 and 5.07 ol* the Company's tariff to address 


interruption and related concerns and issues."3 


Q. Did the Commission accept the stipulation? 


A. Yes. In its February 21,2014 order the Commission accepted the statement and said, "we are 


encouraged by the TS Parties' commitment to engage in additional discussion to further 


address remaining issues."4 


Q. Did the parties hold further discussions? 


A. Yes. The parties met three times during the lirst half of 2014. In those meetings the 


Company discussed its proposal to charge transportation customers for supplier non-gas 


costs. Many of the interveners in this docket were present at those meetings. 


Q. Did you discuss the transportation imbalance charge in these meetings? 


A. Yes. In the meetings the parties explored a few different methods to collect imbalance 


charges from TS Customers. One of these methods, to assign the balancing costs directly to 


customer imbalances, has been proposed by the Company. Another one of these methods, 


the flat volumetric charge, has been proposed by others in this case. 


Q. Would further discussions in a new working group result in consensus? 


A. No. The Company and interveners have met multiple times over the past 18 months and it is 


unlikely that a working group will come to an agreement on this issue or produce a result any 


better than what Qucstar Gas has already proposed. This proceeding alone will take longer 


from start to finish than a general rate case. A working group would just prolong and delay 


the reimbursement to sales customers of balancing costs from the transportation customers. 


It would also delay a resolution of the operational concerns that Questar Gas has on its 


system as discussed by Mr. Schwarzcnbach in his testimony. 


Q. Did the meetings you described influence the Company's proposal in this docket? 


' Partial Settlement Stipulation Regarding TS TariIT Language, January 6, 2013. 
1 February 21, 2014, Report and Order, Docket No. 13-057-05, page 41. 
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171 
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173 Q . 


174 


175 


176 A. 


177 


178 


179 


180 Q . 


181 


182 


183 A. 


184 


185 


186 


187 


Yes. When the group discussed the assignment of costs to TS Customers the Company 


proposed to assess the imbalance costs on every Dth of imbalance, with no 5% tolerance. In 


this docket, the Company proposed to assess the charge only on volumes outside of a 5% 


tolerance window. The Company proposed that specific part of the rate design as a direct 


result of feedback from the working group. Some work group participants proposed that the 


customers who effectively managed imbalances should be rewarded by paying less of the 


balancing costs. The Company's proposal takes the costs that would have been paid by 


customers within a 5% tolerance and allocates it to the customers that are outside of a 5% 


tolerance. 


What docs the Company recommend with respect to a working group? 


The parties are not likely to reach consensus on remaining issues in a working group. The 


Company requests that the Commission rule on these issues now so that all parties have 


clarity going forward. 


Do you agree with Mr. Iliggins (lines 173-178), Mr. Medura (lines 139-142), or Mr. 


McGarvey (lines 24-28) that a notice or test period is needed for customers to re-tool 


their practices insofar as daily nominating is concerned? 


No. The TS Customers have had ample time to prepare for changes in their nominating 


practices. As stated above, there have been several meetings with the parties and testimony 


was filed in December of 2014, so there has been sufficient notice for parties to have 


prepared for changes in their nominating processes. 


Do you agree with Mr. Wheelwright's assessment that the Company has not presented 


sufficient information at this point to validate the appropriate costs that should be 


assigned to the TS class or their method of recovery? 


No. The Company filed this Docket on December 14,2014. During the eight months since 


that time, the Commission held two technical conferences and the parties issued numerous 


data requests. Eight months is more discover}' time than is typically provided in a general 


rate case. Parties will file additional rebuttal testimony concurrently with my testimony. My 


testimony and the other filed testimony provides sufficient evidence to support the 
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Company's proposed eosl calculation. In addition, the Company intends to file surrebuttal 


testimony and will be prepared to discuss any questions the parties may have during hearings. 


U L V O L U M E T R I C RATE COMPONENTS USED IN T H E NUMERATOR 


A. Upstream Transportation Costs 


Q. Mr. Higgins suggests that when transportation customers over-deliver to the Questar 


(ias system they do not use any upstream transportation capacity. Do you agree with 


this assessment? 


A. Mr. Higgins is correct that, in most instances, no physical backhauls occur on the system. 


I Iowever. the overall effect of an over-del ivery is that the Company uses no-notice service to 


adjust the nomination at ( lav Basin, thereby reducing the actual gas delivered for the day. 


Q. How can you justify charging transportation customers for over-deliveries w hen no gas 


is physically transported on the system? 


A. An over-delivery occurs when a TS Customer nominates more gas than they consume. 


Something must be done with the excess gas that arrives at the city gate. I f the sales 


customer's upstream services were not available to provide a cushion to allow for an 


adjustment to these transportation volumes, the TS Customers would cither have to sell it at 


the city gate or transport it elsewhere. The Company uses its own upstream services to help 


TS Customers avoid these costs. I have included the upstream transportation because it 


represents a part of the value of the serv ice they are receiving. 


Q. Mr. Higgins suggests that when TS Customers under-deliver to the Questar (ias system 


they should not be charged for the used upstream capacity. Do you agree with this 


assessment? 


A. No. An under- delivery occurs when a transportation customer nominates less gas than they 


consume. As the data request on lines 321-323 of Mr. Iliggins testimony states, when an 


under-dclivery occurs, total volume to the city gate is increased to adjust for the shortfall. 


The overall nomination for Questar (ias would be automatically adjusted upward using the 
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214 no-notice contract, and the amount of gas flowing on the transportation contract, as well as 


215 the fuel gas related to that contract, would also be increased. 


216 Q. Does Mr . Higgins provide any other arguments for why these costs should not be 


217 included? 


218 A. He proposes to remove these costs because "little or none of these costs represent 


219 incremental costs that transportation customers are causing QGC to incur" (Higgins, lines 


220 212-214). 


221 Q. Do you agree that these charges should not be assessed because they are fixed and not 


222 incremental? 


223 A. No. While it is true that the transportation costs are fixed, that does not mean that they are 


224 sunk costs that have no value. Questar Gas releases "fixed" transportation capacity to other 


225 customers on Questar Pipeline and charges them a volumetric $0.17/Dth rate for that 


226 capacity. This rate is what the Company is proposing to charge for the upstream 


227 transportation portion of the imbalance services. This is the value of the services they are 


228 receiving. 


229 Q. How do other parties respond to Mr . Higgins claim? 


230 A. QGC 1.1R summarizes the positions of the other parties in this docket. As shown on Line 1 


231 of the exhibit, the Company and OCS believe that the rate should be included, while Mr. 


232 Iliggins believes it should be excluded. Al l other parties did not express an opinion in 


233 testimony. 


234 B. Transportation Fuel Gas Reimbursement 


235 Q. Please explain how the parties disagree on the issue of fuel gas? 


236 A. Mr. I liggins takes issue with my rate calculation as shown on line 4 of QGC 1.1 R. He 


237 recommends that the fuel gas reimbursement related to transportation be removed because he 


238 assumes transportation services arc not being used. (Iliggins, lines 223-226) 


239 Q. Do you agree with this argument? 
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A. In principle, I agree that i f transportation services are not being used then the corresponding 


fuel charge should not be included. As slated earlier, however. I disagree with Mr. Higgins 


assessment that transportation services arc not being used. He has removed both the service 


and the fuel, while I contend that they should both continue to be included in the rate. 


C. WACOG vs. First of Month Gas Prices for Fuel Gas Reimbursement Costs 


Q. Mr. McGarvey and Mr. Medura arc concerned that the fuel gas reimbursement charge 


uses the Weighted Average Cost of (ias (WACOG) to calculate the charge. (McGarvey, 


lines 61-75), (Medura, lines 61-75). They state that some supply could originate from a 


third party where the actual cost of supply is currently lower. How do you respond? 


A. The WACOG rale represents the blended cost that sales customers currently pay for fuel gas. 


Any charge other than the WACOG rate would not correctly relied the actual cost. 


Q. Do Mr. McGarvey and Mr. Medura have any other issues with the fuel gas 


reimbursement rate? 


A. Yes. Mr. McGarvey (McGarvey, lines 67-79) and Mr. Medura (lines 61 -62) take issue with 


the fact that the fuel gas reimbursement percentage of 1.97% is not current. They arc correct. 


For purposes of this rate, the Company would update the rate components based on the 


effective WACOG and fuel gas reimbursement percentage. The Company already docs so 


twice a year when it files each pass-through case. 


Q. Mr. Higgins (Higgins, lines 354-358) and Mr. Swenson (Swenson, lines 114-127) both 


argue that the benefits and flexibility of line pack should be included in the calculation 


of imbalance Dccatherms. How do you respond? 


A. The Questar (ias system does not have significant line pack. An interstate pipeline typically 


consists of large diameter pipe moving a relatively large amount of gas to a small number of 


locations. Interstate transmission pipelines purchase gas for system line pack to be used on 


I V . IMBALANCE DECATIIERMS USED IN NUMERATOR 


A. Line Pack 
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266 the system and record the cost of line pack on their books. A distribution system is made up 


267 of small pipes serv ing comparatively small amounts of gas to many customers in many 


268 different areas. As Mr. Schwarzcnbach will discuss, the Questar Gas system does not have 


269 the line pack to manage supply swings from the large transportation customers. The 


270 Company manages imbalances using services on the upstream pipeline. Mr. Iliggins allows 


271 for a 5% line pack tolerance in his calculation but he provides no evidence that this level of 


272 line pack exists. 


273 Q. Is there evidence that Qucstar Gas docs not have significant line pack on its system? 


274 A. Yes. The f ederal Energy Regulatory Commission (FERC) code of accounts requires that 


275 company-owned line pack be reported in account 376 (Mains) and be included in rate base.5 


276 For Questar Gas, the 376 account includes no line pack purchases. Line pack on the 


277 Company's system is de minimus and does not exist in Qucstar Gas' rate base for regulator)' 


278 or accounting purposes. Therefore, it is incorrect for Mr. Iliggins to use line pack in his 


279 calculation to help reduce the amount owed by transportation customers for balancing 


280 services. 


281 Q. What impact does Mr. Iliggins line pack adjustment have on the rate calculation? 


282 A. Mr. Higgins adjustment is shown on line 11 of QGC Exhibit 1.1R. This adjustment reduces 


283 the imbalance Dths in the numerator by more than half. Based on the prior discussion, this 


284 adjustment should not be made. 


285 B. Sales Customer Netting Adjustment 


286 Q. Mr. Iliggins, Mr. Swenson and Mr. Medura suggest that sales and transportation 


287 volumes should be netted against each other on days that they are moving in opposite 


288 directions. How do you respond? 


289 A. I would refer to the testimony of Mr. Mierzwa that the calculation is consistent with how 


290 charges are assessed to customers for these services on the upstream pipeline (Mierzwa, lines 


291 125-132). For example, i f Customer A and Customer B both injected 100 DTH into Clay 


518 CFR Subchapter F, Part 201, Balance Sheet Accounts, Account 376.B.8. 
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2 Basin on a given day. they would both be assessed charges for 100 DTH of injection. I f on 


293 the next day, customer A injected 100 DTH and customer B withdrew 100 DTH, it would be 


294 possible that there could be no physical injections al Clay Basin on that given day. I Iowever, 


295 Customer A would still be assessed for 100 D TH of injections and Customer B would be 


296 assessed for 100 DTH of withdrawal because the pipeline provided the necessary service and 


297 that service has a set value. A paper transaction is just as valuable as an actual physical 


298 transaction i f it provides the service needed by the customer. It should be irrelevant to the 


299 customer how that service was provided, only that it was provided. 


300 Q . How does this netting principle apply to the proposed calculation? 


301 A. Some interveners suggest that, on days that the TS Customers offset the imbalances of sales 


302 customers they are providing a service that provides value to sales customers. I disagree. 


303 The sales customers do not need the TS Customers to help them offset imbalances because 


304 they have purchased services to remedy imbalances. I Iowever, the TS Customers need to use 


j)5 the upstream balancing services of the sales customers to correct their imbalance. The 


6 Company's proposal is that the transportation customers reimburse the sales customers for 


307 the market value of those services. 


308 Q . Where is Mr. Higgins adjustment shown? 


309 A. His adjustment is shown on line 12 of QGC 1.1R. This adjustment is made after the 5% 


310 netting adjustment resulting in a smaller impact to the rate. This adjustment reduces the 


311 imbalance Dths by an additional 188.257 Dth. 


312 V. VOLUMES USED TO ASSESS T H E C H A R G E IN T H E DENOMINATOR 


313 Q . Please explain the different positions for assessing the charge to customers. 


314 A. The Company's original proposal was to assess the charge to each customer on a daily basis 


315 based on their imbalance volumes over a 5% tolerance. Mr. Higgins adopted this proposal in 


316 his rate calculation. Mr. McGarvey (McGarvey, lines 145-146) advanced a second approach 


\17 to create a volumetric rate to be spread over all volumes transported by the TS Customers. 
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318 Mr. Wheelwright adopted this second approach in his testimony (Wheelwright, lines 281-


319 287) and Mr. Mierzwa is comfortable using either approach (Mierzwa, lines 56-60). 


320 Q. Where are the various proposals shown in the summary exhibit? 


321 A. Line 15 of QGC 1.1R shows the volumes used and line 16 shows the proposed rate 


322 calculation. 


323 Q . What is your opinion of using a volumetric rate spread over all volumes? 


324 A. As I mentioned in my direct testimony, there are two reasons the Company is proposing this 


325 charge. First, it wants to fairly charge transportation customers for the imbalance services 


326 they are using, and second it wants to incent a change in behavior. The volumetric rate will 


327 achieve the first goal. I Iowever, as mentioned by other parties, it will not incent a change in 


328 behavior. Mr. Schwarzcnbach will explain the operational issues that occur because TS 


329 Customers and their Agents* do not accurately nominate on a daily basis. While the 


330 Company's proposal is not as simple as the flat volumetric rate design it will send a price 


331 signal to those TS Customers who are out of balance and reward those who closely manage 


332 their nominations. It will also more accurately assess the balancing costs by assessing those 


333 costs based on each TS Customer's aggregate daily imbalance, outside of a 5% tolerance. 


334 Q . Would you like to address any other issues related to the rate design? 


335 A. Yes. Mr. Swenson discusses the notion that the netted imbalance volumes in the numerator 


336 and the customer-specific imbalances in the denominator could change at different rales 


337 causing a dramatic increase in the rate. (Swenson, lines 58-70). 


338 Q . Please explain what causes this problem to occur? 


339 A. The problem is caused by the 5% imbalance tolerance. This tolerance could cause the 


340 numerator and denominator to change at different rates i f a majority of the large customers 


341 keep their imbalances within a 5% range on a daily basis. I f the tolerance were increased to 


The term "Agents" refers to agents that TS Customers have retained to manage their gas supply. Interveners 
CIMA, Summit Energy, LLC , and Continuum are, for example "Agents" who manage supply for a number of 
Questar Gas TS Customers. 







RKBLTTAL TESTIMONY OF 


K E L L Y B . MENDENHALL 


QGC E X H I B I T 1 .0R 


DOCKET No. 14-057-31 


PAGE 15 


f^j p a n amount greater than 5%, this problem would be even more significant. While this problem 
343 could arise it would only be under specific circumstances. 


344 Q. Is this potential rate design problem of concern? 


345 A. No. The parties will have the opportunity to review the rate calculation every six months in a 


346 pass through filing. If there arc anomalies in the rate calculation, they could be addressed at 


347 that time. 


348 Q. What could be done to resolve this issue? 


349 A. A solution would be to change the rate design. I f the imbalance tolerance were reduced to 


350 0% then the rate could mathematically never go above $0.52/Dth, the actual per Dth cost of 


351 the service. 


352 V I . CHANGING CUSTOMER BEHAVIOR 


^ | ^ ^ I A. Commodity Balancing Restrictions 


354 Q. Could the Company use commodity balancing restrictions, sometimes referred to as 


355 operational flow orders (OFOs), instead of rate design to try to change behavior, as 


356 suggested by Mr. Wheelw right (lines 192-198)? 


357 A. Mr. Schwarzcnbach will discuss the current limitations to OEOs and some proposed changes 


358 that could improve customer nominations. 


359 B. Aggregation 


360 Q. Mr. McGarvey has recommended that Questar Gas aggregate and apply the daily 


361 imbalance tolerance penalties at the Agent level (McGarvey, lines 149-155). Would this 


362 proposal solve the Company's two issues? 


363 A. No. Mr. McGarvcy's proposal ignores the fact that I have already aggregated all of the 


364 customer daily imbalances in my rate calculation. This was discussed in Mr. Mier/wa's 


365 testimony (Mierzwa, lines 233-238). Aggregating the imbalances a second time at the Agent 


)>6 level would insure that the Company would never collect the full cost of balancing services 
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367 from transportation customers due to double counting. Aggregation at the Agent level would 


368 also allow Agents to continue to adjust the nominations of a few large customers as described 


369 by Mr. Medura on lines 99-105 of his testimony. This will result in problems allocating 


370 allowed usage and penalties on days when supply curtailments occur. As Mr. Mierzwa also 


371 points out, the Company contracts with customers and not Agents. Mr. McGarvey's 


372 recommendation would just add a layer of complexity without solving any of the issues. 


373 G Additional Metering 


374 Q. Mr. McGarvey discussed the fact that Questar Gas should provide real-time 


375 measurement for customers so that they can more reliably nominate. (McGarvey, lines 


376 124-128). Do you agree? 


377 A. No. I would refer to lines 212-214 of Mr. Mierzwa's testimony: 'Transportation service is 


378 an elective service. Therefore, transportation customers should be responsible for monitoring 


379 their own usage on a real-time basis and for paying the costs associated with any necessary 


380 telemetering services." TS Customers and/or their Agents arc in the best position to 


381 determine whether they have a need for any real-time metering data and how they pay for it. 


382 This is already provided for in the Company's Tariff Section 5.01. "Any costs to modify 


383 existing Company facilities or to install new Company facilities required in order to provide 


384 service shall be paid to the Company by the customer in advance of construction, unless 


385 other arrangements have been made." 


386 Q. Do you think purchasing real-time monitoring equipment is necessary? 


387 A. No. I f a customer wants real-time data the customer can read its meter onsitc at any time for 


388 no additional cost. Additionally, real-time usage is only one of many factors needed to 


389 accurately predict usage for the following day. As Mr. McGarvey states, "agents use 


390 proprietary forecasting regression models, local weather forecasts, historical consumption 


391 profiles and current usage trending" (McGarvey, lines 120-122) to forecast customer supply 


392 requirements. 


393 Q. Do you have any recommendations? 
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4 A. Yes. The Company asks the Commission to approve its original proposal as filed in QGC 


395 Exhibit 1.0. The Company also proposes that the rale calculation be updated using the most 


396 recent data available. 


397 Q . Docs this conclude your testimony? 


398 A. Yes. 
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3 
Questar Gas Company 


Exhibit 1.1SR 


(A) (B) (C) (D) (E) IF] 
5% Absolute 


Imbalance Imbalance 
Net Deliveries Net Receipts Imbalance Tolerance Outside of 5% 


(Dth) (Dth) (Dth) (Dth) (Dth) 


1 Customer 1 5,000 4,600 400 230 170 


2 Customer 2 3,000 3,350 -350 168 183 


3 Customer 3 4,500 4,420 80 221 
4 Total 12,500 12,370 130 619 353 


5 Imbalance Cost/Dth $0.52 
5 Total Revenue Needed $68 $68 
7 Transportation Imbalance Charge $0.19 


Rate Calculation - Questar Proposal 
Abs Imbalance 


Outside of 
Usage 5% Tolerance Imbalance Tolerance 
(Dth) (Dth) (Dth) (Dth) Rate Charge 


8 Customer 1 4,600 230 400 170 $0.19 $33 


9 Customer 2 3,350 168 -350 183 $0.19 $35 


10 Customer 3 4,420 221 80 0 $0.19 $0 


11 Total 12,370 619 130 353 $68 


Rate Calculation - Aggregation 
Imbalance Outside 


Usage 5% Tolerance Imbalance of Tolerance 
(Dth) (Dth) (Dth) (Dth; Charge 


12 Customer 1 4,600 230 400 
13 Customer 2 3,350 168 -350 
14 Customer 3 4,420 221 80 
15 Total 12,370 619 130 0 $0 
16 Rate $0.19 
17 Total Charge to Agent $0.00 


18 Unrecovered Cost (Line 6 less Line 15) $68 
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1 I . I N T R O D U C T I O N 


2 


3 Q. Please state your name and business address. 


4 A. My name is Wil l iam F. Schwarzcnbach. My business address is 3 3 3 South State Street, 


5 Salt Lake City, Utah. 


6 Q. By whom arc you employed and what is your position? 


7 A. 1 am employed by Questar Gas Company (Qucstar Gas or Company) as Director o f Gas 


8 Supply. I am responsible for supervising the gas purchasing and nominations group 


9 within the Gas Supply department. 


10 Q. What are your qualifications to testify in this proceeding? 


11 A . I have listed my qualifications in QGC Exhibit 2 . 1 R . 


12 Q. What is the purpose of your testimony in this docket? 


13 A. The purpose o f my testimony is to address operational concerns associated with the 


14 testimony presented by the intervening parties in this docket. I w i l l offer evidence related 


15 to the following issues: ( 1 ) operational concerns arising from inaccurate nominations, ( 2 ) 


16 nomination practices and responsibility, ( 3 ) management o f imbalances, ( 4 ) system 


17 flexibility, ( 5 ) problems associated with aggregation and imbalance trading, ( 6 ) 


18 imbalance restrictions and ( 7 ) real-time meter data. 


19 I I . O P E R A T I O N A L C O N C E R N S A R I S I N G F R O M I N A C C U R A T E N O M I N A T I O N S 


20 Q. Mr. Swenson states, "In the past there has been no apparent reason for a transport 


21 customer to spend significant time and resources to refine its nomination process 


22 beyond making sure that it remained within the existing monthly tolerance and that 


23 it complied with any OFOs" (Swenson, lines 31-33). Has this created any recent 


24 problems? 


25 A. Yes. During the past two heating seasons, operational constraints have caused the 


26 Company to require transportation customers (TS Customers) to limit their usage to 
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27 match their nominations. The TS Customers' Agents current nominating practices 


2 8 resulted in confusion and penalties for TS Customers because their daily nominations did 


2 9 not accurately match their required usage for the day. The increasing number o f TS 


3 0 Customers further complicates this problem. 


31 Q. Why is it important that TS Customers or their Agents make accurate nominations 


32 on a daily basis? 


33 A . A l l shippers arc required to enter a nomination for each day. This is an industry standard 


34 throughout the country. It is important to always have correct nominations in place every 


35 day because supply availability concerns may arise at any time, without notice, due to 


36 weather, maintenance or unforeseen operational issues. 


3 7 Q. Why is it important that TS Customer nominations arc accurate for each customer? 


38 A . Aside from the costs associated with the use o f the services used to manage the daily 


3 9 imbalances (see QGC Exhibit I .OR, Rebuttal Testimony o f Kelly B Mendenhall 


4 0 (Mendenhall Testimony)), TS Customers' inaccurate nominations cause operational 


41 problems. Specifically, during periods o f limited flexibility on the Questar Gas system, 


4 2 no-notice transportation, transportation, and storage may not be available for TS 


43 Customers. As a result, TS Customers would be limited to usage based on their supply 


4 4 availability. Supply availability for a given TS Customer is determined by that 


45 customer's confirmed nomination o f gas on that day (scheduled quantity). I f the TS 


4 6 Customer's usage does not closely match the nomination, the Company experiences 


4 7 operational problems. 


4 8 Q. What happens when Questar (ias does not have sufficient no-notice transportation, 


4 9 transportation, and storage services to manage TS Customer imbalances? 


50 A . On days when Qucstar Gas docs not have these services available for use by TS 


51 Customers, Questar Gas w i l l l imit TS Customer's usage to their scheduled quantities for 


1 The tenn "Agents" refers to agents that TS Customers have retained to manage their gas supply. For Example, 
interveners CIMA Energy LTD. (CIMA), Summit Energy, LLC , and Continuum Retail Energy Services, L L C are 
"Agents" who manage supply lor a number of Qucstar Gas TS Customers'. 
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52 the day. I f nominations arc not done correctly for each TS Customer on that day. they 


53 may not have enough gas to meet their needs. In fact, during recent supply curtailment 


54 events, customers did not limit their usage to match their supply: instead, they continued 


55 to use the gas and incurred penalties. Based on experience, TS Customers like hotels, 


56 schools and grocery stores do not restrict their usage during a curtailment. Since 


57 curtailments occur when Questar Gas does not have as much supply flexibility, TS 


58 Customers utilizing more than their nominated volumes could result in loss o f services to 


59 Arm sales customers. 


60 in. N O M I N A T I O N P R A C T I C E S AND R E S P O N S I B I L I T Y 


61 Q. Mr. McGarvey claims that "TS customers and their agents already operate with the 


62 goal of providing the correct amount of supply to meet actual needs." (McGarvey, 


63 lines 112-114). Is this true for most T S Customers and their Agents? 


64 A. No. Most TS Customers or their Agents do not appear to attempt to match their 


65 nominations with expected usage for each customer on a daily basis. Mr . Fishman admits 


66 that, "Under the current natural gas transportation service operating requirements, the 


67 obligations o f the typical transportation customer o f which 1 am familiar arc limited to 


68 informing their supplier o f expected monthly natural gas usage and any unexpected 


69 deviations from that usage as soon as it is known" (Fishman, lines 151-154). 


70 Q. Do you have any evidence that supports the claim that T S Customers or their 


71 Agents do not attempt to match their nominations to their daily usage. 


72 A . Yes. QGC Exhibit 2.2R shows two examples o f actual nominations from 2014 illustrating 


73 nominating behavior used by Agents. This daily usage data and the usage data for all 


74 other transportation customers can be found in the data tab Mr. Mendenhall used to 


75 calculate the rate in QGC Exhibit 1.3. 


76 The first example on page I , Customer 228, shows a customer with varying usage on a 


77 day-to-day basis. Actual usage for this customer is shown in Column C. As shown in 


78 Column B, the Agent for this customer did not attempt to match the nomination to the 
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79 


80 


81 


82 


83 


84 


85 


86 


87 


88 


89 


90 


91 


92 


93 


94 


95 Q. 


96 A. 


97 


98 


99 


100 


101 


102 


103 


104 


105 


expected daily usage for this customer. In fact, as shown in Columns 13 and C, Rows 3 


and 4. on the days when the customer used the most gas. the Agent did not nominate any 


gas for the customer's consumption. This example also shows that the Agent only 


changed the nomination four times over the entire month. When the Agent did change the 


nomination, it appears that the Agent was nominating in an attempt to manage the 


monthly imbalance, not to match the daily usage. The cumulative monthly imbalance is 


show in Column E. 


As the example shows, there were twelve days in this month that the customer used more 


gas than it had nominated for its use. I f a supply curtailment occurred for any reason 


during these days, the customer would not have had enough gas allocated for its use on 


those days. 


During a curtailment event on December 5, 2013, this same customer used over four 


times the amount o f gas that w as available based on its nomination (See the "Data" Sheet, 


Row 72989, in QGC Exhibit 1.3). This resulted in penalties for the customer and i f too 


many TS Customers would have engaged in this behavior, it could have resulted in 


service interruptions to firm sales customers. 


Can you explain the second example? 


The second example on pages 2 and 3 o f QGC Exhibit 2.2R, Customer 157 shows 


multiple months o f nominations. The nominations, shown in Column 13, were put in 


place at the beginning o f each month and not changed at all during the month despite 


daily changes in usage by the customer. This shows that some Agents are nominating on 


a monthly basis instead o f a daily basis. 


In this example, the nomination for each day in the month o f December was 11 Dth, as 


shown in Column B, Rows 1-31. I he actual usage for this customer was on average live 


times the amount nominated for it every day o f the month. Again, i f a supply curtailment 


occurred for any reason during this month, this customer would not have had enough gas 


for its use and could have resulted in penalties. 
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106 Q . 


107 A. 


108 


109 


110 


111 


112 


113 


114 


115 


116 


117 Q . 


118 A. 


119 


120 


121 


122 


123 


124 


125 


126 


127 


128 


129 


130 


What can be learned from these examples? 


Both o f these examples show that Agents do not appear to communicate with their 


customers to find out their planned usage for the next day and adjust the nominations 


accordingly. The customer in the first example is an industrial user that uses a larger 


quantity o f gas to start up its facility. Had the Agent been communicating with the 


customer, they would have been aware o f the customer's operations and made 


nominations accordingly. 


The allowance for aggregation o f imbalances on a monthly basis does not provide any 


financial incentive for TS Customers or their Agents to make accurate daily nominations 


by customer. In the absence o f financial incentives, the TS Customers or their Agents 


often make no attempt to nominate accurately. 


Have any of the Agents confirmed the results expressed in this data? 


Yes. Mr . Swenson and Mr. Medura both testify that their normal operating practices arc 


consistent wi th this data. 


Mr . Swenson states that "In the past there has been no apparent reason for a transport 


customer to spend significant lime and resources to refine its nomination process beyond 


making sure that it remained within the existing monthly tolerance and that it complied 


with any OFOs" (Swenson, lines 31-33). 


Mr. Medura testifies that the normal practice at C I M A is to only adjust the nominations 


o f a few large customers to manage their supply. "An agent's aggregate pool is much 


more easily managed by adjusting the nominations o f several o f its largest customers 


with variable use, which variability contributes the lion's share towards any imbalance" 


(Medura, lines 103-105). 


This practice is causing and/or exacerbating problems, especially in times o f limited 


supply. This prompted the Company to propose the Tar i f f changes in this docket. 
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131 0 . Will a charge for no-notice transportation, transportation and storage, as the 


132 Company has proposed, result in more aeeurate nominations by the TS Customers 


133 or their Agents? 


134 A. Yes. The changes proposed in this docket w i l l provide a financial incentive for TS 


135 Customers or their Agents to make accurate daily nominations by customer. 


136 Mr. Swenson (Swenson, lines 44-49) confirms this in his testimony saying, " I certainly 


137 agree wi th Mr. Mendenhall that customers w i l l respond to the incentives in any new daily 


138 imbalance charges. Customers w i l l begin spending more time and resources on daily 


139 accuracy and fine-tune their nominations practices/' 


140 Q. Mr. Fishman claims the change proposed in this docket "disrupts well established 


141 and efficient business practices where the transportation customer's supplier is 


142 responsible for managing nominations and imbalances." (Fishman, lines 44-46) Do 


143 you agree with this? 


144 A. No. While many customers and agents have not historically matched daily nominations 


145 and usage, they should have been doing so all along. That is. in part, why the Company 


146 is proposing changes to the Utah Natural Gas Tar i f f No. 400 (Tariff) in this docket. 


147 Q. Do you agree with Mr. Fishman that "A fundamental consequence of the proposal is 


148 to place the obligation of monitoring natural gas usage and adjusting supply 


149 nominations directly on the transportation customer" (Fishman, lines 42-44)? 


150 A. Yes. The obligation o f monitoring usage and adjusting nominations is the responsibility 


151 o f the TS Customer or their Agent. This has always been true for TS Customers. The 


152 Company believes that this proposal, i f approved by the Public Service Commission o f 


153 Utah (Commission), w i l l motivate TS Customers or their Agents to finally fulf i l l the 


154 responsibility that comes with being a transportation customer. 







Q<;C: E X H I B I T 2.0R 


REBUTTAL TESTIMONY OF DOCKET N O . 14-057-31 


W I L L I A M F. SCHWARZENBACH PAGE 7 


^ 1 5 5 I V . M A N A G E M E N T O F I M B A L A N C E S 


156 Q. Mr. Medura states that "Maintaining dozens of individual customer imbalances 


157 within narrow tolerance levels will he unduly burdensome, costly and difficult/ 1 


158 (Medura, lines 39-40) Do you believe the Company proposal results in the process 


159 becoming "unduly burdensome" for the T S Customer or their Agent? 


160 A. No. The nominations process is a daily process with multiple nominations cycles 


161 specifically designed to allow customers to manage their nominations throughout the day. 


162 As I discuss in detail below, it is a common industry-wide practice for customers to 


163 utilize these cycles to manage their nominations on a daily basis. The TS Customer 


164 assumes the responsibility o f making accurate nominations on a daily basis when it 


165 chooses transportation service. The Agent then accepts this responsibility when he/she 


166 agrees to act on behal f o f the customer. 


67 0» Will the Company's proposal result in physical restrictions for T S Customer usage? 


168 A. Not typically. The Company's proposal w i l l allow the TS Customer to continue to utilize 


169 the no-notice transportation, transportation and storage services, when available, to assist 


170 in managing daily imbalances. 


171 Q. Is it appropriate for T S Customers to receive these services without paying for 


172 them? 


173 A. No. The TS Customers should pay for the services that they use. Ihe Company's 


174 proposal w i l l allow the Company to recover costs from the TS Customers for their use o f 


175 these services and to reimburse the sales service customers for the costs o f the services. 


176 Q. Will this result in the process becoming "costly" as Mr. Medura states? 


177 A. It should not. The TS Customer or their Agent has the ability to minimize the cost o f 


178 these services by improving the accuracy o f their nominations. The Company has 


179 included a 5% tolerance which allows the TS Customers or their Agents to avoid costs 


180 completely i f their nominations are done accurately. 
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181 Q. 


182 


183 


184 


185 A . 


186 
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188 Q. 


189 


190 


191 A . 


192 


193 


194 


195 


196 


197 


198 


199 Q. 


200 A . 


201 


2 0 2 


203 


204 


Mr. Medura claims that managing customer imbalances to a +/- 5% tolerance level 


is "unrealistic in practice when an agent is managing many dozens of customers." 


(Medura, lines 101-102) Mr. McGarvey also claims that a +/- 5% is "functionally 


unrealistic." (McGarvey, lines 100-101) How do you respond? 


The data shows the Agents and TS Customers can improve their nominations processes. 


The average TS Customer changes its nomination once every five days. I f TS Customers 


or their Agents w i l l update their nominations daily, their imbalances w i l l improve. 


In addition to adjusting nominations daily, do T S Customers and their Agents have 


the ability to change their nominations during the day to match unexpected 


changes? 


Yes. While most TS Customers and Agents do not nominate daily, they currently have 4 


cycles per day to adjust nominations to match customer usage. This includes two cycles 


during the day when TS Customers or their Agents can update their nominations for that 


day (intraday cycles). The Federal Energy Regulatory Commission (FERC) has also 


approved the addition o f another intraday cycle starting in Apri l 2016. In the event 


customer usage is different than the nomination for the day, the TS Customer or their 


Agent has multiple opportunities to adjust the nomination during the day to more closely 


match the customer's usage. 


Why did the F E R C add a cycle? 


Ihe FERC added a cycle to allow customers to better match their supplies to usage 


throughout the day. As customer demand changes from hour-to-hour through the day, 


customers can change their nominations on the pipeline to match the changing demands. 


Notably, this is much more frequent nominating than the daily adjustments that the 


Company hopes to achieve with the charges proposed in this docket. 
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205 Q. Mr. Medura (Medura, lines 124-126) and Mr. McGarvey (McGarvey, lines 100-131) 


206 both argue that a greater tolerance band than +/- 5% should be allowed. Do you 


207 agree with this? 


208 A. No. The TS Customers will be using the no-noticc transportation, transportation and 


209 storage services any time their nominations differ from their usage (no tolerance). 


210 Questar Gas believes that the TS Customers should pay for these services any time they 


211 are used. However, Questar Gas proposed a 5% tolerance as a concession, based upon 


212 discussions with the 2014 working group. This also matches the existing commodity 


213 daily balancing provision in Section 5.09 of the Tariff which states, "The Company will 


214 allow f/-5% of a customer's volumes delivered from upstream pipelines as a daily 


215 imbalance tolerance window." 


216 V. SYSTEM F L E X I B I L I T Y 


^-^217 Q. In their testimony, Mr. Higgins (Iliggins, lines 63-67) and Mr. Swenson (Swenson, 


218 lines 115-118) claim that the Qucstar Gas system has enough system flexibility to 


219 tolerate inaccurate nominations. Is this true? 


220 A. Not on the Questar Gas distribution system. The Questar Gas distribution system 


221 balances receipts and deliveries for both sales and transportation customers on its system 


222 each day. Any gas used on the system will result in the same amount of gas being 


223 delivered from the upstream pipeline, regardless of the nominations, creating an 


224 imbalance for the day i f the nomination docs not match this usage. This imbalance is 


225 automatically managed on the upstream pipeline through the use of Questar Gas' no-


226 notice transportation, transportation and storage services. 


227 Q. Some interveners claim that Questar Gas has enough line pack to manage daily 


228 imbalances. Is this true? 


229 A. No. Line pack on interstate natural gas pipelines may serve to provide storage-type 


230 services. However, the Questar (ias system operates at pressures that do not provide for 


231 this storage-type service. While line pack may exist on many interstate pipelines, the 
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232 Questar Cias system is a distribution system that operates at much lower pressures than 


233 most of those pipelines. At lower pressures, there is significantly less line pack available 


234 in the pipes. Therefore, demand on the Company's system draws gas from the upstream 


235 pipelines on the same day, resulting in physical Hows from the pipelines that match 


236 actual daily usage. 


237 V I . PROBLEMS ASSOCIATED WITH AGGREGATION AND 


238 IMBALANCE TRADING 


239 Q. Can nominations be managed in aggregate as proposed by Mr. Medura (Medura, 


240 lines 142-143)? 


241 A. No. As Mr. Medura testified, "An agent's aggregate pool is much more easily managed 


242 by adjusting the nominations of several of its largest customers with variable use" 


243 (Medura, lines 103-105). Plainly, Mr. Medura has not made an effort to accurately 


244 nominate for every customer. I f aggregation were allowed, it would be impossible for the 


245 Company to inform each customer of the actual amount of gas it is allowed to use on any 


246 given day (scheduled quantity). This would create confusion during curtailment events 


247 and make it difficult to manage these situations. 


248 This practice would also make it impossible for Questar Gas to determine penalties for 


249 usage in excess of supply by these customers, when there is no accurate nomination data 


250 for each customer. Application of such penalties is currently the only method the 


251 Company has to incent TS Customers to comply with supply curtailments. 


252 Q. Are there other challenges associated with aggregation? 


253 A. Yes. Multiple TS Customers being managed in aggregate may not even have the same 


254 receipt point on the Questar Gas system. For example, supply may be available for 


255 customers in St. George or Park City but not for customers in Salt Lake City. I f managed 


256 in aggregate, supply being delivered to St. George would theoretically be "used" by 


257 customers in Salt Lake City. 
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258 Q. Mr. Fishman suggests that TS Customers and their Agents should be permitted to 


259 "trade" daily imbalances (Fishman, lines 135-137). Do you agree? 


260 A. No. Allowing trading only exacerbates the problems associated with aggregation. 


261 VII . IMBALANCE RESTRICTIONS 


262 Q. Mr. Wheelwright (Wheelwright, lines 281-285) and Mr. McGarvey (McGarvey, 


263 lines 145-151) argue that a flat rate charge could be applied to all customers based 


264 on the Dth usage. Would this type of rate provide the same results as the changes 


265 Mr. Mendenhall requested in this docket? 


266 A. No. While a flat rate docs cover costs incurred for the TS Customers' use of the 


267 balancing services (see Mendenhall Testimony), it provides no financial incentive for TS 


268 Customers or their Agents to change their nominating practices to manage nominations 


269 accurately on a daily basis. Without that incentive, it is unlikely the nominations practices 


270 would improve or, consequently, that the operational concerns would be resolved. 


271 Q. Does Mr. Wheelwright make any recommendations to address this issue? 


272 A. Yes. Mr. Wheelwright recommends that "the Company should begin to more effectively 


273 utilize the existing tariff language and impose imbalance restrictions on TS customers 


274 with greater frequency" (Wheelwright, lines 299-301). 


275 Q. Are the current imbalance restriction provisions in the Tariff (often called 


276 "Operational Flow Orders" or "OFOs") an effective way to incent TS Customers or 


277 their Agents to manage nominations on a daily basis? 


278 A. No. The current Tariff language is not sufficient to incent TS Customers or their Agents 


279 to manage their nominations by customer on a daily basis. The current Tariff contains 


280 language that allows for aggregation and trading of imbalances. T his language removes 


281 the incentive to accurately nominate and all of the problems associated with aggregation 


282 and imbalance trading would persist. 
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300 
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304 Q. 


305 A. 


306 


Could improvements be made to the current daily balancing restriction (GEO) 


language that would incent proper nomination practices? 


Yes. I f aggregation and trading language were removed from the Tariff it would resolve 


this issue. I have attached, as QGC Exhibit 2 .3R, a legislative draft of the Tariff 


modifications necessary to resolve the issue. 


Are other Tariff changes necessary for Mr. Wheelwright's proposal to effectively 


solve the problems? 


Yes. The current daily imbalance language requires the Company to "provide notice of 


such restriction, to each affected nominating parly not less than two hours prior to the 


first nomination deadline for the affected period" (Section 5.09 imbalances, subsection 


daily imbalances, paragraph 2 ) . I f a supply shortfall occurs, this provision would not 


allow the Company to use daily imbalance restrictions until the next day. As supply 


shortfalls are never planned, the current tariff language makes it difficult to use a 


restriction as an imbalance management tool unless the supply shortfall lasts multiple 


days. 


What Tariff changes would be needed to remedy this problem? 


Changing the language from "first nomination deadline" to "last nomination deadline" 


would change Questar Gas' notice requirement from 24 hours to two hours' notice for 


imposing daily imbalance restrictions. Adding a restriction prior to the last cycle of the 


gas day would still allow time for a TS Customer or their Agent to make nomination 


changes for that gas day. This change is also reflected in QGC Exhibit 2 .3R. 


Arc you recommending that the Commission approve these Tariff changes? 


Only i f the Commission determines that a "flat rate" should be used to collect imbalance 


costs from TS Customers. 
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307 V I II . R E A L - T I M E M E T E R DATA 


308 Q. Mr. Fishman (Fishman, lines 170-175) and Mr. McGarvey (McGarvey, lines 118-


309 119) testified that additional real-time data is necessary for TS Customers or their 


310 Agents to make improvements to their nominations. Do you agree that additional 


311 data is necessary? 


312 A. Real-time measurement data is one of many tools that TS Customers and their Agents use 


313 to predict the next day's usage. Mr. McGarvey testified that "agents use proprietary 


314 forecasting regression models, local weather forecasts, historical consumption profiles 


315 and current usage trending" in order to predict a customer's anticipated usage 


316 (McGarvey, lines 120-122). As the data in QGC Exhibit 2.2R shows, the Agents arc not 


317 using the data currently available to them to do their nominations. If the Agents would 


318 make changes to nominations each day in order to match their TS Customers' intended 


319 usage, it would be a significant improvement. 


^""^320 Additionally, the TS Customer or their Agent have more accurate information than the 


321 Company does regarding the Customer's planned usage for the upcoming day. This 


322 should be the most useful information in determining the correct nomination for the 


323 customer. I f they use the data currently available, and nominate at least daily, they will 


324 be much more likely to match nominations to their actual usage needs. 


325 Also, as Mr. Mendenhall testifies, I S customers arc responsible for providing their own 


326 usage monitoring. Each customer already has a meter at its own location reflecting rcal-


327 time usage and the option to purchase additional technology to make this information 


328 more readily available should they so desire. 


329 Q. Please summarize your rebuttal testimony? 


330 A. I explain that: 


331 


332 


• The lack of accurate daily nominations by TS Customer will cause operational 


concerns which could result in loss of services to firm sales customers; 
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333 • Daily nominations by customer are already the responsibility of TS Customers or 


334 their Agents and requiring nominations to more closely match usage is not 


335 unreasonable or unduly burdensome; 


336 • TS Customers utilize no-notice transportation, transportation and storage services 


337 any time they are out of tolerance, a 5% tolerance level is reasonable and a greater 


338 tolerance level is not appropriate; 


339 • The Questar Gas distribution system docs not have the available line pack to 


340 provide for daily imbalances for TS Customers; 


341 • The existing imbalance restrictions could be an effective means to incent TS 


342 Customers to adjust their nomination practices i f the Tariff were changed to 


343 remove the aggregation and trading language and the notice provision was 


344 modified; and 


345 • TS Customers do not necessarily need real-time meter data, but i f they want such 


346 data they should bear the costs of obtaining it. 


347 Q. Does this conclude your testimony? 


348 A . Yes. 







State of Utah ) 


) ss. 
County of Salt Lake ) 


I , William F. Schwarzenbach, being first duly sworn on oath, stale that the answers in the 


foregoing written testimony arc true and correct to the best of my knowledge, information and 


belief. Except as stated in the testimony, the exhibits attached to the testimony were prepared by 


me or under my direction and supervision, and they are true and correct to the best of my 


knowledge, information and belief. Any exhibits not prepared by me or under my direction and 


supervision are true and correct copies of the documents they purport to be. 


SUBSCRIBED AND SWORN TO this3iday of July, 2015. 


/ 


RENA PORTER 
Notary Public State of Utah 
My Commission Expi ire» on: 


Apri l 25 , 2019 
Comm. Number : 6 82685 
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Qualifications of William F. Schwarzcnbach 


Current Responsibilities 


As Director ol* (ias Supply, I am responsible for managing the gas purchasing and 
nominations for Questar Gas. I supervise the activities of daily demand forecasting, gas 
purchasing for Questar Gas sales customers, managing cost-of-service supplies, 
managing gas supplies delivered to the Qucstar Gas city gates for transportation 
customers, managing imbalances with interconnecting pipelines, SENDOUT modeling 
and managing the Qucstar Gas Integrated Resource Planning (IRP) process. 1 am also 
responsible for analysis of transportation, storage, peak-shaving, and no-notice 
transportation contracts. I have been in the (ias Supply department since 2011. 


Prior Responsibilities and Experience 


I was first employed by Questar Gas in 2004 as an Operations Engineer in the 
Engineering Department. While in the Engineering Department I worked mainly on 
system planning and analysis that focused on peak-day planning of the Questar Gas 
system. 


Prior to Qucstar Gas, I worked for Washington Gas from 1998-2004 in its engineering 
department. While with Washington Gas, my primary responsibility was also system 
design to meet peak-day requirements. 


Educational Back m ound 


I received a Bachelor of Science degree in Civil Engineering from Virginia l ech in 1998. 
I received a Masters of Business Administration degree from George Mason University 
in 2004. I am a registered Professional Engineer (PE) in the State of Utah. 
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Customer 228 


(A) (B) (C) (D) (E) 


Customer 


Nomination 


(Dth) 


Customer 


Usage 


(Dth) 


Daily Imbalance 


(Dth) 


Cumulative Monthly 


Imbalance (Dth) 


1 5/1/2014 0 123 (123) (123) 


2 5/2/2014 0 247 (247) (370) 


3 5/3/2014 0 1,432 (1,432) (1,802) 


4 5/4/2014 0 1,062 (1,062) (2,864) 


5 5/5/2014 0 560 (560) (3,424) 


6 5/6/2014 64 - 64 (3,360) 


7 5/7/2014 64 32 32 (3,328) 


8 5/8/2014 64 62 2 (3,326) 


9 5/9/2014 64 317 (253) (3,579) 


10 5/10/2014 64 32 32 (3,547) 


11 5/11/2014 64 65 ( 1 ) (3,548) 


12 5/12/2014 64 62 2 (3,546) 


13 5/13/2014 64 95 (31) (3,577) 


14 5/14/2014 64 62 2 (3,575) 


15 5/15/2014 64 401 (337) (3,912) 
16 5/16/2014 64 61 3 (3,909) 


17 5/17/2014 64 61 3 (3,906) 


1 8 5/18/2014 64 279 (215) (4,121) 


19 5/19/2014 64 123 (59) (4,180) 


20 5/20/2014 64 30 34 (4,146) 


21 5/21/2014 64 92 (28) (4,174) 


22 5/22/2014 197 60 137 (4,037) 


23 5/23/2014 1085 64 1,021 (3,016) 


24 5/24/2014 493 30 463 (2,553) 


25 5/25/2014 493 63 430 (2,123) 


26 5/26/2014 493 28 465 (1,658) 


27 5/27/2014 493 62 431 (1,227) 


28 5/28/2014 493 29 464 (763) 


29 5/29/2014 493 61 432 (331) 
30 5/30/2014 493 32 461 130 


31 5/31/2014 493 29 464 594 


32 May Total 6,250 5,656 594 
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Customer 157 


(A) (B) (C) (D) (E) 
Monthly 


Customer Customer Usage Daily Imbalance Cumulative 
Nomination (Dth) (Dth) (Dth) Imbalance (Dth) 


1 12/1/2013 11 24 (13) (13) 
2 12/2/2013 11 31 (20) (33) 
3 12/3/2013 11 43 (32) (65) 
4 12/4/2013 11 57 (46) (111) 


5 12/5/2013 11 68 (57) (168) 


(> 12/6/2013 11 72 (61 (229) 


7 12/7/2013 11 58 (47 (276) 
8 12/8/2013 11 51 (40) (316) 


9 12/9/2013 11 64 (53) (369) 


10 12/10/2013 11 60 (49) (418) 


11 12/11/2013 11 58 (47 (465) 
12 12/12/2013 11 61 (50 (515) 
13 12/13/2013 11 59 (48) (563) 
14 12/14/2013 11 52 (41) (604) 
15 12/15/2013 11 55 (44) (648) 
16 12/16/2013 11 59 (48) (696) 
17 12/17/2013 11 53 (42) (738) 
18 12/18/2013 11 47 (36) (774) 


19 12/19/2013 11 45 (34) (808) 


20 12/20/2013 11 44 (33) (841) 


21 12/21/2013 11 40 (29) (870) 
22 12/22/2013 11 46 (35) (905) 


23 12/23/2013 11 43 (32) (937) 
24 12/24/2013 11 44 (33) (970) 
25 12/25/2013 11 48 (37) (1,007) 


26 12/26/2013 11 50 (39) (1,046) 
27 12/27/2013 11 46 (35) (1,081) 


28 12/28/2013 11 44 (33) (1,114) 


29 12/29/2013 11 43 (32) (1,146) 


30 12/30/2013 11 48 (37) (1,183) 
31 12/31/2013 11 44 (33) (33) 


32 1/1/2014 45 42 3 (30) 


33 1/2/2014 45 44 1 (29) 
34 1/3/2014 45 44 1 (28) 
35 1/4/2014 45 42 3 (25) 


36 1/5/2014 45 46 (1) (26) 
37 1/6/2014 45 48 (3) (29) 
38 1/7/2014 45 44 1 (28) 


39 1/8/2014 45 42 3 (25) 
40 1/9/2014 45 44 1 (24) 
41 1/10/2014 45 37 8 (16) 
42 1/11/2014 45 35 10 (6) 
43 1/12/2014 45 37 8 2 
44 1/13/2014 45 34 11 13 


45 1/14/2014 45 35 10 23 


46 1/15/2014 45 30 6 29 
47 1/16/2014 45 39 6 35 


48 1/17/2014 45 40 5 40 
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(A) (B) (CJ (D) (E) 


Monthly 


Customer Customer Usage Daily Imbalance Cumulative 


Nomination (Dth) (Dth) (Dth) Imbalance (Dth) 


49 1/18/2014 45 38 7 47 


50 1/19/2014 45 39 6 53 


51 1/20/2014 45 38 7 60 


52 1/21/2014 45 39 6 66 


53 1/22/2014 45 45 0 66 


54 1/23/2014 45 40 5 71 


55 1/24/2014 45 40 5 76 


56 1/25/2014 45 37 8 84 


57 1/26/2014 45 39 6 90 


58 1/27/2014 45 41 4 94 


59 1/28/2014 45 37 8 102 


60 1/29/2014 45 40 5 107 


61 1/30/2014 45 40 5 112 


62 1/31/2014 45 40 5 5 


63 2/1/2014 42 38 4 9 


64 2/2/2014 42 42 0 9 


65 2/3/2014 42 44 (2) 7 


66 2/4/2014 42 48 (6) 1 


67 2/5/2014 42 48 (6) (5) 


68 2/6/2014 42 43 (D (6) 


69 2/7/2014 42 38 4 (2) 


70 2/8/2014 42 33 9 7 


71 2/9/2014 42 36 6 13 


72 2/10/2014 42 37 5 18 


73 2/11/2014 42 35 7 25 


74 2/12/2014 42 38 4 29 


75 2/13/2014 42 30 12 41 


76 2/14/2014 42 30 12 53 


77 2/15/2014 42 18 24 77 


78 2/16/2014 42 26 16 93 


79 2/17/2014 42 31 11 104 


80 2/18/2014 42 28 14 118 


81 2/19/2014 42 34 8 126 


82 2/20/2014 42 35 7 133 


83 2/21/2014 42 31 11 144 


84 2/22/2014 42 28 14 158 


85 2/23/2014 42 21 21 179 


86 2/24/2014 42 16 26 205 


87 2/25/2014 42 11 31 236 


88 2/26/2014 42 11 31 267 


89 2/27/2014 42 32 10 277 


90 2/28/2014 42 21 21 298 
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Gas 


5.09 I M B A L A N C E S 


A transportation customer must monitor the amount of gas delivered to the Company's 
system from any upstream pipeline less fuel reimbursement and its usage of gas at its premises. I f 
necessary, a customer must make adjustments to maintain a balance between gas received to the 
Company's system less fuel reimbursement and its usage. 


The Company may monitor customer usage through telemetered, electronic measurement 
equipment at the end use delivery site or otherwise. Imbalances between volumes received at an 
interconnect point by the Company from the upstream pipeline less fuel reimbursement and actual 
usage wil l be treated as provided in this section. 


DAILY IMBALANCES 


I he Company will allow + 5% of a customer's volumes delivered from upstream pipelines as 
a daily imbalance tolerance window. In the event a customer's imbalance contributes to an aggregate 
imbalance that would I) require the Company to take action to maintain system integrity, or 2) 
reasonably be expected to force the Company to materially alter its prior day's planned level of a) gas 
purchases, b) Company production, or c) storage injections or withdrawals, then the Company may, 
for the period that such conditions arc reasonably expected to continue, require customers or 
nominating parties to adjust deliveries or usage, and/or to suspend all or a portion of the daily 
imbalance tolerance window. A customer or nominating party may adjust deliveries by directing a 
change in nominations, alter usage, or utilize park-and-loan or other services offered by the 
appropriate upstream pipeline. 


The Company will provide notice of such restriction, to each affected nominating party not 
less than two hours prior to the last nomination deadline for the affected period or as soon as 
reasonably practicable, to the extent system integrity or upstream allocations allow. I f other than 
written notice is initially provided, then subsequent written notice will provide the time of contact and 
the person contacted. Restrictions may be applied on a system-wide basis, a nominating-party-by-
nominating-party basis, a customer-by-customer basis, or a geographic area basis, as circumstances 
reasonably require. 


Notices of balancing restrictions will be provided to each affected nominating party and will 
include reasonable specificity regarding: 


(1) The duration and nature of the balancing restrictions imposed; 
(2) The events or circumstances that require the restrictions; 
(3) The type of imbalances that may be subjected to penalties; and 
(4) Actions that the customer or nominating party can take to avoid penalties. 


If, after notice provided as above, a customer or nominating party fails to comply with 
balancing restrictions reasonably imposed by the Company, a balancing penalty of the greater of 
SI .00/Dth or the absolute value of the difference between the monthly market index price and the gas 
daily market index price as defined in the glossaryfor the upstream pipeline from which the 
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Gas 
deliveries were made or were to be made, plus $0.25/Dth, except under conditions of force majeure, 
will be charged for those imbalances that adversely affect the system. 


The Company reserves the right to take any action reasonably necessary to restrict deliveries 
or usage in order to maintain a balanced distribution system, when required for system integrity. A 
balancing penalty of up to $25/Dth may be imposed in cases where a nominating party or customer 
has repeatedly ignored, after written notice, the Company's reasonable balancing restrictions. There 
is no daily imbalance tolerance during periods of interruption. 


The Company shall allow a + 5% monthly imbalance tolerance window. The monthly 
imbalance tolerance window will be calculated by multiplying the sum of the volumes received at an 
interconnect point by the Company on a customer's behalf by + 5%. 


To remedy imbalances outside the + 5% monthly imbalancing tolerance window, the 
Company will permit customers to trade imbalances with other customers. 


For customers choosing to participate in an open trading system and signing a trading 
agreement, the Company will make their imbalance information available to other participating 
customers. The information will be available on the Company's web site. Customers shall have the 
ability after gas day one of the following month to trade imbalances with other customers to reduce or 
eliminate imbalances. Al l contractual arrangements, exchange of consideration, documentation, and 
imbalance pricing wil l be the responsibility of the trading partners. 


Once customers have agreed to trade their imbalances, each trading partner must notify the 
Company as required in the trading agreement. This notice to the Company will be deemed lo be ihe 
Customer's direction to Company to make the imbalance trade on the Customer's account. I f the 
trading partner's notices coincide, the Company will adjust customer's accounts to reflect the 
imbalance trade. When notices do not coincide, imbalances will not be considered traded. The 
Company will not be liable for any losses suffered by a customer i f the trading partners are unable to 
finalize their trade after Ihe Company has been notified of the trade and adjusted the Customer's 
accounts. The Company shall not be liable for any losses incurred by a customer i f an imbalance 
trade is not noticed by both trading partners. 


After the closing of the prev ious month, an additional 15-day period will be allowed for 
customers to bring any remaining imbalance within the + 5% tolerance window through nomination 
or imbalance trading. I f the Company does not hav e final reported imbalance data on the Company's 
web site available to customers on the first day of the following month, an additional day will be 
allowed for each day the information is delayed. Nothing in this section is meant to prevent 
customers from taking make up actions sooner; however, the customer shall give prior notice to the 


MONTHLY IMBALANCES 
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Company of the actions being taken to remedy the imbalance to allow the Company to schedule its 
operations. I he Company reserves the right to limit a customer's nominations or usage when 
necessary to protect the integrity of the system. Any remaining imbalance may be cashed out in the 
following manner: 


(1) Positive imbalances may be purchased by the Company for the lesser of the 
transportation market index price, as explained below, or the commodity cost 
component of the Company (IS rate schedule listed in the Article 2, each less 
$ 1.00/L>th. The transportation market index price and the GS commodity cost 
component may, at the Company's discretion, be the price associated with Ihe 
month in which the imbalance occurred or the month following the month in which 
the imbalance occurred. 


(2) Negative imbalances may be sold to the customer for $1.00/Dth plus the greater of 
the transportation market index price or the GS commodity cost component listed in 
Article 2. The transportation market index price and the GS commodity cost 
component may, at the Company's discretion, be the price associated with the 
month in which the imbalance occurred or either of the two months following the 
month in which the imbalance occurred. 


TRANSPORTATION M A R K E T INDEX P R I C E 


The transportation market index price is used in the imbalance cash out provisions outlined 
above. It is a monthly price relevant to the location of each customer's deliveries into the Company's 
distribution system and based on first-of-the-month index prices published by Platts Energy Trader. 
The pricing is as follows: (1) deliveries made north of the Company's Indianola gate station— 
Qucstar Pipeline index price; (2) deliveries at or downstream of Indianola—Southern California Gas 
Company index price; and (3) deliveries in Grand and San Juan counties—Northwest Pipeline (Rocky 
Mountains) index price. 


In the event that the first-of-the-month index prices listed above are unavailable from Platts 
Energy Trader, the Company will determine a transportation market index price using a similar index, 
publication, or comparable methodology. 


IMBALANCES REMAINING AT CONTRACT TERMINATION 


I f a customer terminates transportation service, any supply imbalances will be treated as i f 
they were month-end imbalances. Imbalances will be treated as outlined above. The ± 5% monthly 
tolerance window shall not apply and customers must eliminate all imbalances. The Company is not 
responsible to facilitate an "imbalance trading" opportunity for customers due to contract termination; 
however, such customers may participate in the "imbalance trading" process after service termination 
for a 15-day period. 


Issued by R. W. Jibson, President 
Advice No. Section Revision No. Effective Date 


Issued by R. W. Jibson, President 
15-07 3 
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Gas 


5.09 I M B A L A N C E S 


A transportation customer must monitor the amount of gas delivered to the Company's 
system from any upstream pipeline less fuel reimbursement and its usage of gas at its premises. I f 
necessary, a customer must make adjustments to maintain a balance between gas received to the 
Company's system less fuel reimbursement and its usage. 


The Company may monitor customer usage through telemetered, electronic measurement 
equipment at the end use delivery site or otherwise. Imbalances between volumes received at an 
interconnect point by the Company from the upstream pipeline less fuel reimbursement and actual 
usage will be treated as provided in this section. 


DAILY IMBALANCES 


The Company will allow + 5% of a customer's volumes delivered from upstream pipelines as 
a daily imbalance tolerance window. In the event a customer's imbalance contributes to an aggregate 
imbalance that would I) require the Company to take action to maintain system integrity, or 2) 
reasonably be expected to force the Company to materially alter its prior day's planned level of a) gas 
purchases, b) Company production, or c) storage injections or withdrawals, then the Company may, 
for the period that such conditions are reasonably expected to continue, require customers or 
nominating parties to adjust deliveries or usage, and/or to suspend all or a portion of the daily 
imbalance tolerance window. A customer or nominating party may adjust deliveries by directing a 
change in nominations, alter usage, or utilize park-and-loan or other services offered by the 
appropriate upstream pipeline. 


The Company w i l l provide notice of such restriction, to each affected nominating party not 
less than two hours prior to the lastftrst nomination deadline for the affected period or as soon as 
reasonably practicable, to the extent system integrity or upstream allocations allow. I f other than 
w ritten notice is initially provided, then subsequent w ritten notice will provide the time of contact and 
the person contacted. Restrictions may be applied on a system-wide basis, a nominating-party-by-
nominating-party basis, a customer-by-customcr basis, or a geographic area basis, as circumstances 
reasonably require. 


Notices of balancing restrictions will be provided to each affected nominating party and will 
include reasonable specificity regarding: 


(1) The duration and nature of the balancing restrictions imposed; 
(2) The events or circumstances that require the restrictions; 
(3) The type of imbalances that may be subjected to penalties: and 
(4) Actions that the customer or nominating party can take to avoid penalties. 


If, after notice provided as above, a customer or nominating party fails to comply with 
balancing restrictions reasonably imposed by the Company, a balancing penalty of the greater of 
$1.00/Dth or the absolute value of the difference between the monthly market index price and the gas 
daily market index price as defined in the glossaryfor the upstream pipeline from which the 
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Gas 


deliveries were made or were to be made, plus $0.25/Dth, except under conditions of force majeure, 
will be charged for those imbalances that adversely affect the system. 


Customers or nominating parties may exchange or aggregate imbalances in order to avoid or 
mitigate penalties. Penalties that are not totally avoided by exchange or aggregation shall bo borne by 
the customer or prorated among the customers as directed by the nominating party. I f no direction is 
received, the Company will assign the imbalance to each of the nominating party's accounts on n pro 
rata basis for all such accounts that are contributing to the imbalance that adversely affect the system 
on the tenth business day following the last day of the notice. 


The Company reserves the right to take any action reasonably necessary to restrict deliveries 
or usage in order to maintain a balanced distribution system, when required for system integrity. A 
balancing penalty of up to $25/Dth may be imposed in cases where a nominating party or customer 
has repeatedly ignored, after written notice, the Company's reasonable balancing restrictions. There 
is no daily imbalance tolerance during periods of interruption. 


MONTHLY IMBALANCES 


The Company shall allow a + 5% monthly imbalance tolerance window. The monthly 
imbalance tolerance window wil l be calculated by multiplying the sum of the volumes received at an 
interconnect point by the Company on a customer's behalf by + 5%. 


To remedy imbalances outside the + 5% monthly imbalancing tolerance window, the 
Company will permit customers to trade imbalances with other customers. 


For customers choosing to participate in an open trading system and signing a trading 
agreement, the Company will make their imbalance information available to other participating 
customers. The information will be available on the Company's web site. Customers shall have the 
ability after gas day one of the following month to trade imbalances with other customers to reduce or 
eliminate imbalances. Al l contractual arrangements, exchange of consideration, documentation, and 
imbalance pricing wil l be the responsibility of the trading partners. 


Once customers have agreed to trade their imbalances, each trading partner must notify the 
Company as required in the trading agreement. This notice to the Company will be deemed to be the 
Customer's direction to Company to make the imbalance trade on the Customer's account. If the 
trading partner's notices coincide, the Company will adjust customer's accounts to reflect the 
imbalance trade. When notices do not coincide, imbalances will not be considered traded. The 
Company will not be liable for any losses suffered by a customer i f the trading partners are unable to 
finalize their trade after the Company has been notified of the trade and adjusted the Customer's 
accounts. The Company shall not be liable for any losses incurred by a customer i f an imbalance 
trade is not noticed by both trading partners. 


After the closing of the previous month, an additional 15-day period will be allowed for 
customers to bring any remaining imbalance within the + 5% tolerance window through nomination 
or imbalance trading. I f the Company does not have final reported imbalance data on the Company's 
web site available to customers on the first day of the following month, an additional day will be 
allowed for each day the information is delayed. Nothing in this section is meant to prevent 
customers from taking make up actions sooner; however, the customer shall give prior notice to the 
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Company of the actions being taken to remedy the imbalance to allow the Company to schedule its 
operations. The Company reserves the right to limit a customer's nominations or usage when 
necessary to protect the integrity of the system. Any remaining imbalance may be cashed out in the 
following manner: 


(1) Positive imbalances may be purchased by the Company for the lesser of the 
transportation market index price, as explained below, or the commodity cost 
component of the Company GS rate schedule listed in the Article 2, each less 
$1.00/Dth. The transportation market index price and the GS commodity cost 
component may, at the Company's discretion, be the price associated with the 
month in which the imbalance occurred or the month following the month in which 
the imbalance occurred. 


(2) Negative imbalances may be sold to the customer for SI .00/Dth plus the greater of 
the transportation market index price or the GS commodity cost component listed in 
Article 2. The transportation market index price and the GS commodity cost 
component may, at the Company's discretion, be the price associated with the 
month in which the imbalance occurred or either of the two months following the 
month in which the imbalance occurred. 


TRANSPORTATION M A R K E T INDEX P R I C E 


The transportation market index price is used in the imbalance cash out provisions outlined 
above. It is a monthly price relevant to the location of each customer's deliveries into the Company's 
distribution system and based on first-of-the-month index prices published by Platts Energy Trader. 
The pricing is as follows: ( I ) deliveries made north of the Company's Indianola gate station 
Questar Pipeline index price; (2) deliveries al or downstream o f Indianola—Southern California Gas 
Company index price; and (3) deliveries in Grand and San Juan counties—Northwest Pipeline (Rocky 
Mountains) index price. 


In the event that the first-of-the-month index prices listed above are unavailable from Platts 
Energy Trader, the Company will determine a transportation market index price using a similar index, 
publication, or comparable methodology. 


IMBALANCES REMAINING AT CONTRACT TERMINATION 


I f a customer terminates transportation service, any supply imbalances will be treated as i f 
they were month-end imbalances. Imbalances will be treated as outlined above. I he + 5% monthly 
tolerance window shall not apply and customers must eliminate all imbalances. The Company is not 
responsible to facilitate an "imbalance trading" opportunity for customers due to contract termination; 
however, such customers may participate in the "imbalance trading" process after service termination 
for a 15-day period. 


Issued by R. W. Jibson, President 
Advice No. Section Revision No. Effective Date 


Issued by R. W. Jibson, President 15-0709-
()> 


32 Apr i l 1,2009 
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5.09 IMBALANCES 


A transportation customer must monitor the amount of gas delivered to the Company's 
system from any upstream pipeline less fuel reimbursement and its usage of gas al its premises. I f 
necessary, a customer must make adjustments to maintain a balance between gas received to the 
Company's system less fuel reimbursement and its usage. 


The Company may monitor customer usage through telemetered, electronic measurement 
equipment at the end use delivery site or otherwise. Imbalances between volumes received at an 
interconnect point by the Company from the upstream pipeline less fuel reimbursement and actual 
usage will be treated as provided in this section. 


DAILY IMBALANCES 


The Company will allow + 5% of a customer's volumes delivered from upstream pipelines as 
a daily imbalance tolerance window. In the event a customer's imbalance contributes to an aggregate 
imbalance that would 1) require the Company to take action to maintain system integrity, or 2) 
reasonably be expected to force the Company to materially alter its prior day's planned level of a) gas 
purchases, b) Company production, or c) storage injections or withdrawals, then the Company may, 
for the period that such conditions are reasonably expected to continue, require customers or 
nominating parties to adjust deliveries or usage, and/or to suspend all or a portion of the daily 
imbalance tolerance window. A customer or nominating party may adjust deliveries by directing a 
change in nominations, alter usage, or utilize park-and-loan or other services offered by the 
appropriate upstream pipeline. 


The Company will prov ide notice of such restriction, to each affected nominating party not 
less than two hours prior to the lastfet nomination deadline for the affected period or as soon as 
reasonably practicable, to the extent system integrity or upstream allocations allow. I f other than 
written notice is initially provided, then subsequent written notice will provide the time of contact and 
the person contacted. Restrictions may be applied on a system-wide basis, a nominating-party-by-
nominating-party basis, a customer-by-customer basis, or a geographic area basis, as circumstances 
reasonably require. 


Notices of balancing restrictions will be provided to each affected nominating party and wil l 
include reasonable specificity regarding: 


(1) The duration and nature of ihe balancing restrictions imposed; 
(2) The events or circumstances that require the restrictions; 
(3) The type of imbalances that may be subjected to penalties; and 
(4) Actions that the customer or nominating part)' can take to avoid penalties. 


If, after notice provided as above, a customer or nominating party fails to comply with 
balancing restrictions reasonably imposed by the Company, a balancing penalty of the greater of 
SI .00/Dth or the absolute value of the difference between the monthly market index price and the gas 
daily market index price as defined in the glossaryfor the upstream pipeline from which the 
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deliveries were made or were to be made, plus $0.25/Dth, except under conditions of force majeure, 
wil l be charged for those imbalances that adversely affect the system. 


Customers or nominating parties may exchange or aggregate imbalances in order to avoid or 
mitigate penalties. Penalties that are not totally avoided by exchange or aggregation shall be borne by 
the customer or prorated among the customers as directed by the nominating party. I f no direction is 
received, the Company will assign the imbalance to each of the nominating party's accounts on a pro 
rata basis for all suoh accounts that are contributing to the imbalance that adversely affect the system 
on the tenth business day following the last day of the notice. 


The Company reserves the right to take any action reasonably necessary to restrict deliveries 
or usage in order to maintain a balanced distribution system, when required for system integrity. A 
balancing penalty of up to S25/Dth may be imposed in cases where a nominating party or customer 
has repeatedly ignored, after written notice, the Company's reasonable balancing restrictions. There 
is no daily imbalance tolerance during periods of interruption. 


MONTHLY IMBALANCES 


The Company shall allow a ± 5% monthly imbalance tolerance window. The monthly 
imbalance tolerance window will be calculated by multiplying the sum of the volumes received at an 
interconnect point by the Company on a customer's behalf by + 5%. 


To remedy imbalances outside the + 5% monthly imbalancing tolerance window, the 
Company will permit customers to trade imbalances with other customers. 


For customers choosing to participate in an open trading system and signing a trading 
agreement, the Company will make their imbalance information available to other participating 
customers. The information wil l be available on the Company's web site. Customers shall have the 
ability after gas day one of the following month to trade imbalances with other customers to reduce or 
eliminate imbalances. Al l contractual arrangements, exchange of consideration, documentation, and 
imbalance pricing will be the responsibility of the trading partners. 


Once customers have agreed to trade their imbalances, each trading partner must notify the 
Company as required in the trading agreement. This notice to the Company wil l be deemed to be the 
Customer's direction to Company to make the imbalance trade on the Customer's account. If the 
trading partner's notices coincide, the Company wil l adjust customer's accounts to reflect the 
imbalance iradc. When notices do not coincide, imbalances will not be considered traded. The 
Company will not be liable for any losses suffered by a customer i f the trading partners are unable to 
finalize their trade after the Company has been notified of the trade and adjusted the Customer's 
accounts. The Company shall not be liable for any losses incurred by a customer i f an imbalance 
trade is not noticed by both trading partners. 


After the closing of the previous month, an additional 15-day period will be allowed for 
customers to bring any remaining imbalance within the + 5% tolerance window through nomination 
or imbalance trading. I f the Company docs not have final reported imbalance data on the Company's 
web site available to customers on the first day of the following month, an additional day wil l be 
allowed for each day the information is delayed. Nothing in this section is meant to prevent 
customers from taking make up actions sooner; however, the customer shall give prior notice to the 







CLUESTMR 
Gas 


QUESTAR GAS COMPANY 
UTAH NATURAL GAS T A R I F F 


PSCTJ 400 


Page 5-17 


Company of the actions being taken to remedy the imbalance to allow the Company to schedule its 
operations. The Company reserves the right to limit a customer's nominations or usage when 
necessary to protect the integrity of the system. Any remaining imbalance may be cashed out in the 
following manner: 


(1) Positive imbalances may be purchased by the Company for the lesser of the 
transportation market index price, as explained below, or the commodity cost 
component of the Company GS rate schedule listed in the Article 2, each less 
$1.00/Dth. The transportation market index price and the GS commodity cost 
component may, at the Company's discretion, be the price associated with the 
month in which the imbalance occurred or the month follow ing the month in which 
the imbalance occurred. 


(2) Negative imbalances may be sold to the customer for $1.00/Dth plus the greater of 
the transportation market index price or the GS commodity cost component listed in 
Article 2. The transportation market index price and the GS commodity cost 
component may, at the Company's discretion, be the price associated with the 
month in w hich the imbalance occurred or either of the tw o months follow ing the 
month in which the imbalance occurred. 


TRANSPORTATION M A R K E T INDEX PRICE 


The transportation market index price is used in the imbalance cash out provisions outlined 
above. It is a monthly price relevant to the location of each customer's deliveries into the Company's 
distribution system and based on first-of-the-month index prices published by Platts Energy Trader. 
The pricing is as follows: (1) deliveries made north of the Company's Indianola gate station— 
Questar Pipeline index price; (2) deliveries at or downstream of Indianola—Southern California Gas 
Company index price: and (3) deliveries in Grand and San Juan counties—Northwest Pipeline (Rocky 
Mountains) index price. 


In the event that the first-of-the-month index prices listed above are unavailable from Platts 
Energy Trader, the Company wil l determine a transportation market index price using a similar index, 
publication, or comparable methodology. 


IMBALANCES REMAINING AT CONTRACT TERMINATION 


I f a customer terminates transportation service, any supply imbalances w i l l be treated as i f 
they were month-end imbalances. Imbalances will be treated as outlined above. The + 5% monthly 
tolerance window shall not apply and customers must eliminate all imbalances. I he Company is not 
responsible to facilitate an "imbalance trading" opportunity for customers due to contract termination; 
however, such customers may participate in the "imbalance trading" process after serv ice termination 
for a 15-day period. 


Issued by R. VV. Jibson, President 
Advice No. Section Revision No. Effective Date 


Issued by R. VV. Jibson, President 15-0709- 32 Apr i l 1,2009 
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5.09 IMBALANCES 


A transportation customer must monitor the amount of gas delivered to the Company's 
system from any upstream pipeline less fuel reimbursement and its usage of gas at its premises. I f 
necessary, a customer must make adjustments to maintain a balance between gas received to the 
Company's system less fuel reimbursement and its usage. 


The Company may monitor customer usage through telemetered, electronic measurement 
equipment at the end use delivery site or otherwise. Imbalances between volumes received at an 
interconnect point by the Company from the upstream pipeline less fuel reimbursement and actual 
usage wil l be treated as provided in this section. 


D A I L Y IMBALANCES 


The Company wil l allow + 5% of a customer's volumes delivered from upstream pipelines as 
a daily imbalance tolerance window. In the event a customer's imbalance contributes to an aggregate 
imbalance that would 1) require the Company to take action to maintain system integrity, or 2) 
reasonably be expected to force the Company to materially alter its prior day's planned level of a) gas 
purchases, b) Company production, or c) storage injections or withdrawals, then the Company may, 
for the period that such conditions are reasonably expected to continue, require customers or 
nominating parties to adjust deliveries or usage, and/or to suspend all or a portion of the daily 
imbalance tolerance window. A customer or nominating party may adjust deliveries by directing a 
change in nominations, alter usage, or utilize park-and-loan or other services offered by the 
appropriate upstream pipeline. 


The Company wi l l provide notice of such restriction, to each affected nominating party not 
less than two hours prior to the last nomination deadline for the affected period or as soon as 
reasonably practicable, to the extent system integrity or upstream allocations allow. I f other than 
written notice is initially provided, then subsequent written notice w i l l provide the time of contact and 
the person contacted. Restrictions may be applied on a system-wide basis, a nominating-party-by-
nominating-parly basis, a customer-by-customer basis, or a geographic area basis, as circumstances 
reasonably require. 


Notices of balancing restrictions will be provided to each affected nominating party and will 
include reasonable specificity regarding: 


(1) The duration and nature of the balancing restrictions imposed; 
(2) The events or circumstances that require the restrictions; 
(3) The type of imbalances thai may be subjected to penalties; and 
(4) Actions that the customer or nominating party can take to avoid penalties. 


If, after notice provided as above, a customer or nominating party fails to comply with 
balancing restrictions reasonably imposed by the Company, a balancing penalty of the greater of 
Sl.OO/Dth or the absolute value of the difference between the monthly market index price and the gas 
daily market index price as defined in the glossaryfor the upstream pipeline from which the 
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deliveries were made or were to be made, plus $0.25/Dth, except under conditions of force majeure, 
wil l be charged for those imbalances that adversely affect the system. 


The Company reserves the right to lake any action reasonably necessary to restrict deliveries 
or usage in order to maintain a balanced distribution system, when required for system integrity. A 
balancing penally of up to $25/Dth may be imposed in cases where a nominating party or customer 
has repeatedly ignored, after written notice, the Company's reasonable balancing restrictions. There 
is no daily imbalance tolerance during periods of interruption. 


MONTHLY IMBALANCES 


The Company shall allow a + 5% monthly imbalance tolerance window. The monthly 
imbalance tolerance window will be calculated by multiplying the sum of the volumes received at an 
interconnect point by the Company on a customer's behalf by + 5%. 


To remedy imbalances outside the + 5% monthly imbalancing tolerance window, the 
Company will permit customers to trade imbalances with other customers. 


For customers choosing to participate in an open trading system and signing a trading 
agreement, the Company will make their imbalance information available to other participating 
customers. The information will be available on the Company's web site. Customers shall have the 
ability after gas day one of the following month to trade imbalances with other customers to reduce or 
eliminate imbalances. Al l contractual arrangements, exchange of consideration, documentation, and 
imbalance pricing wil l be the responsibility of the trading partners. 


Once customers have agreed to trade their imbalances, each trading partner must notify the 
Company as required in the trading agreement. This notice to the Company wil l be deemed to be the 
Customer's direction to Company to make the imbalance trade on the Customer's account. I f the 
trading partner's notices coincide, the Company will adjust customer's accounts to reflect the 
imbalance trade. When notices do not coincide, imbalances will not be considered traded. The 
Company will not be liable for any losses suffered by a customer i f the trading partners are unable to 
finalize their trade after the Company has been notified of the trade and adjusted the Customer's 
accounts. The Company shall not be liable for any losses incurred by a customer i f an imbalance 
trade is not noticed by both trading partners. 


After the closing of the previous month, an additional 15-day period will be allowed for 
customers to bring any remaining imbalance within the + 5% tolerance window through nomination 
or imbalance trading. I f the Company docs not have final reported imbalance data on the Company's 
web site available to customers on the first day of the following month, an additional day wil l be 
allowed for each day the information is delayed. Nothing in this section is meant to prevent 
customers from taking make up actions sooner; however, the customer shall give prior notice to the 
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Company of the actions being taken to remedy the imbalance to allow the Company to schedule its 
operations. The Company reserves the right to limit a customer's nominations or usage when 
necessary to protect the integrity of the system. Any remaining imbalance may be cashed out in the 
following manner: 


(1) Positive imbalances may be purchased by the Company for the lesser of the 
transportation market index price, as explained below, or the commodity cost 
component of the Company GS rate schedule listed in the Article 2, each less 
SI .00/Dth. The transportation market index price and the GS commodity cost 
component may, at the Company's discretion, be the price associated with the 
month in which the imbalance occurred or the month following the month in which 
the imbalance occurred. 


(2) Negative imbalances may be sold to the customer for $1.00/Dth plus the greater of 
the transportation market index price or the GS commodity cost component listed in 
Article 2. The transportation market index price and the GS commodity cost 
component may, at the Company's discretion, be the price associated with the 
month in which the imbalance occurred or either of the two months following the 
month in which the imbalance occurred. 


TRANSPORTATION MARKET INDEX PRICE 


The transportation market index price is used in the imbalance cash out provisions outlined 
above. It is a monthly price relevant to the location of each customer's deliveries into the Company's 
distribution system and based on first-of-the-month index prices published by Platts Energy Trader. 
The pricing is as follows: (1) deliveries made north of the Company's Indianola gate station— 
Questar Pipeline index price; (2) deliveries at or downstream of Indianola- Southern California Gas 
Company index price; and (3) deliveries in Grand and San Juan counties—Northwest Pipeline (Rocky 
Mountains) index price. 


In the event that the first-of-the-month index prices listed above are unavailable from Platts 
Energy Trader, the Company will determine a transportation market index price using a similar index, 
publication, or comparable methodology. 


IMBALANCES REMAINING AT CONTRACT TERMINATION 


I f a customer terminates transportation service, any supply imbalances will be treated as i f 
they were month-end imbalances. Imbalances will be treated as outlined above. The + 5% monthly 
tolerance window shall not apply and customers must eliminate all imbalances. The Company is not 
responsible to facilitate an "imbalance trading" opportunity for customers due to contract termination; 
however, such customers may participate in the "imbalance trading" process after service termination 
for a 15-day period. 


Issued by R. W. Jibson, President 
Advice No. Section Revision No. Effective Date 


Issued by R. W. Jibson, President 
15-07 3 
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1 I . I N T R O D U C T I O N 


2 Q. Please state your name and business address. 


3 A . My name is Wil l iam F. Schwarzcnbach. My business address is 333 South State Street, 


4 Salt Lake City, Utah. 


5 Q. Did you previously file testimony in this case? 


6 A. Yes. 


7 Q. What is the purpose of your Surrebuttal Tcstimony? 


8 A . The purpose o f my Surrcbuttal Testimony is to respond to the rebuttal testimony offered 


9 by Mr. Higgins and Mr. Medura. I w i l l 1) explain how transportation customers use 


10 Questar Gas' transportation capacity when they arc out o f balance and why this should be 


11 included in the transportation imbalance charge rate calculation; 2) show how allowing 


12 each Agent 1 to nominate in aggregate would adversely impact the Company's ability to 


13 manage transportation customers; 3) explain the Agents' role and responsibilities as the 


14 "supplier" for their customers and; 4) provide evidence that a 5% tolerance level is 


15 appropriate and a greater tolerance level would cause harm to sales service customers. 


16 I I . T R A N S P O R T A T I O N C U S T O M E R S 1 U S E O F Q U E S T A R G A S ' 


17 T R A N S P O R T A T I O N C A P A C I T Y 


18 Q. Mr. Higgins suggests that "What both Mr. Mierzwa and the Company overlook in 


19 this discussion is that transportation customers are already responsible for covering 


20 their own transportation costs on the interstate pipeline" (Iliggins Rebuttal, lines 


21 155-157). Do you agree? 


22 A . No. The Company acknowledges that transportation customers pay for and utilize their 


23 own transportation capacity to deliver natural gas supplies to the Questar Gas system. 


24 However, when transportation customers do not deliver the correct amount o f gas to 


1 I intend that the term "Agent" will have the same meaning set forth in my Rebuttal Testimony, QGC Exhibit 2.OR. 
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25 match their usage on a daily basis, the Company must use its own transportation capacity 


26 to remedy the situation. 


27 In the event a transportation customer uses more gas than it has delivered to the Questar 


28 Gas system, the Company must increase the use o f its own transportation capacity to 


29 move the additional supply to the city gate to make up the difference. When a 


30 transportation customer delivers gas in excess o f its daily usage the Company must adjust 


31 the use o f its own transportation capacity to manage the excess gas. 


32 The cost o f this transportation capacity is currently being paid for entirely by the sales 


33 customers. As transportation customers are using this upstream transportation service, it 


34 is appropriate that they should pay for i t . 


35 I I I . A G G R E G A T I O N 


36 Q. What positions have Mr. Higgins and Mr. Medura taken in relation to aggregation? 


37 A . Mr. Iliggins testifies that a task force should consider "mechanisms by which daily 


38 balancing can be implemented at the supplier level" (Higgins Rebuttal, lines 9 2 - 93 ) . 


39 Mr . Medura states that 4 ,an agent's aggregate volume is more easily balanced on a daily 


40 basis than at the individual customer level" (Medura Rebuttal, lines 3 3 - 34 ) . 


41 Q. Do you agree that Agents should be allowed to manage nominations in aggregate for 


42 all of their customers? 


43 A . No. As stated in my rebuttal testimony in QGC Exhibit 2.OR, lines 3 1 - 59 , Qucstar Gas 


44 needs each transportation customer to have an accurate daily nomination. 


45 Q. Why does Questar Gas need each transportation customer to have an accurate 


46 individual nomination on a daily basis? 


47 A . Questar Gas needs each customer to have an accurate daily nomination in order for the 


48 Company to manage situations with limited supply flexibility, generally referred to as a 


49 supply curtailment. During these situations, which are often unforeseen and 
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50 geographically specific, transportation customers arc required to l imit their usage to 


51 match their confirmed nomination (Scheduled Quantity) for the day. 


52 Bach customer needs to have an accurate nomination so that they have enough gas to use 


53 in this situation. Usage in excess o f their confirmed nomination w i l l result in the use o f 


54 supplies meant for Questar Gas' sales customers. This could create a situation o f 


55 inadequate supply availability for sales customers and result in the need to curtail firm 


56 sales customers. 


57 During a supply curtailment, penalties arc assessed at the customer level for any usage 


58 above their Scheduled Quantity. These penalties are the only mechanism the Company 


59 has to incent customers to adhere to these limitations. 


60 Q . Could there be other consequences? 


61 A. Yes. Mr. Wheelwright's testified to a number o f potential harms including the need to 


62 "potentially shut in cost-of-scrvicc production" (Wheelwright Direct, lines 52-82). This 


63 testimony was not rebutted. 


64 Q . Would it be effective to have the Agents manage nominations in aggregate and have 


65 the Company charge the rate to the Agents? 


66 A . No. When there are supply curtailments or other situations that l imit system flexibility, 


67 each customer needs to respond to the Company's call to restrict usage to match their 


68 Scheduled Quantity. I f nominations are managed in aggregate at the Agent level, the 


69 Company w i l l have no Scheduled Quantity to communicate to each transportation 


70 customer. The Company w i l l have to communicate the aggregated supply limitation to 


71 the Agent. The Agent could then choose to absorb the financial consequence o f 


72 disregarding a directive to curtail and not communicate the usage limitation to their 


73 customers. This is not the result that is needed or desired by the Company. 


74 Q. Why is it a problem if the Agent pays the penalties rather than requiring their 


75 customers to limit their usage? 
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76 A . 


77 


78 


79 


80 


81 Q. 


82 


83 A . 


84 


85 


86 


87 


88 


89 


90 


91 Q. 


92 


93 A. 


94 


95 


96 


97 


98 


99 


100 


In the event o f supply disruptions, Questar Cias may not have the ability to provide supply 


lor the transportation customers that have not provided enough gas to the Questar Gas 


system. I f the Agents choose to absorb the penalty instead o f requiring transportation 


customers to l imit usage when directed to do so, it could result in service interruptions to 


firm sales customers, including residential customers. 


What leads you to the conclusion the Agents will absorb the penalties and not 


communicate the limitations to their customers? 


Agents have indicated to me that they would prefer that the Company not inform their 


customers o f curtailment events or the charges and penalties that result when their 


customers fail to curtail when directed to do so. f ol lowing recent curtailment events, a 


number o f Agents contacted the Company and requested that future curtailment events be 


handled through them so that their customers would never be informed o f the issue. The 


Company is also aware that in some instances the Agents have reimbursed their 


customers for penalties for their customers that resulted from these events. 


IV . R O L E S AND R E S P O N S I B I L I T I E S O F T H E A G E N T S 


Can you describe some of the responsibilities associated with transportation service 


that Agents assume on behalf of their customers? 


The Utah Natural Gas Tariff 400 (Tariff) provides, " A transportation customer must 


monitor the amount o f gas delivered to the Company's system from any upstream 


pipeline less fuel reimbursement and its usage o f gas at its premises. I f necessary, a 


customer must make adjustments to maintain a balance between gas received to the 


Company's system less fuel reimbursement and its usage." 


Agents assume this responsibility for each o f the transportation customers they agree to 


represent. As a result, the Agent has the responsibility to nominate and make nomination 


adjustments to match usage for each o f their customers on a daily basis. 
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101 Q. Mr. Higgins suggests that not allowing aggregation would result in "no 


102 acknowledgment or role for gas suppliers in such a regime" (Higgins Rebuttal, lines 


103 86-87). Do you agree? 


101 A. No. The Agents w i l l continue to have the same roles and responsibilities that they have 


105 always had, even i f the proposed changes in this docket arc approved. Each Agent takes 


106 on the role o f "supplier* and must provide gas supply for each o f their customers. The 


107 current process allows each Agent to deliver gas from upstream pipelines to the Qucstar 


108 Gas system on behalf o f each o f their customers. Agents can consider all o f their 


109 customers in aggregate when purchasing and transporting their supplies to the city gale. 


110 This role w i l l not be changed. The only difference w i l l be that the customers w i l l choose 


111 to either manage nominations so they do not use Questar Gas* contracted upstream 


112 services, or pay the costs associated with the services they use. 


113 V . 5% T O L E R A N C E 


114 Q. In his testimony, Mr. Medura states that he believes "the 5% tolerance may be too 


115 restrictive" (Medura Rebuttal, lines 37-38). How do you respond? 


116 A. As, explained in my rebuttal testimony in QGC Exhibit 2.0R, lines 167-170, the 5% 


117 tolerance is not a restriction. The Company's proposal w i l l allow the transportation 


118 customers to continue to utilize the Company's contracted no-notice transportation, 


119 transportation and storage services, when available, to assist in managing daily 


120 imbalances. 


121 Q. Why does the Company want to limit the tolerance to 5%? 


122 A. As explained in my rebuttal testimony in QGC Exhibit 2.OR, lines 208-215, and Mr . 


123 Mendenhall's rebuttal testimony in QGC Exhibit 1.0R, lines 159-168, transportation 


124 customers w i l l be using the no-notice transportation, transportation and storage services 


125 any time their nomination differs from their usage (no tolerance). Qucstar Gas believes 


126 that the transportation customers should pay for these services any time they are used. 
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127 However, Questar Gas proposed a 5% tolerance as a concession, based upon discussions 


128 during the 2014 working group. 


129 Q. Do you have other evidence that a 5% tolerance is reasonable? 


130 A . Yes. As Mr. Mendenhall explains, the Commission has already considered and approved 


131 a daily 5% tolerance level for the purpose o f commodity balancing. Tariff Section 5.09 


132 already provides that "The Company w i l l allow + 5% o f a customer's volumes delivered 


133 from upstream pipelines as a daily imbalance tolerance window." 


134 Q. Do you believe the Company's proposal, including the 5% tolerance, will result in 


135 more accurate nominations for transportation customers? 


136 A . Yes. Even with the 5% tolerance, the transportation customers w i l l have an economic 


137 incentive to make accurate nominations on a daily basis. One o f the purposes o f the 


138 imbalance charge is to provide this incentive to the customer in order to promote 


139 communication o f expected usage to their Agents. Mr. Swenson confirms that, i f the 


140 Commission approved the Company's proposal, "US Magnesium's difference between 


141 its nomination and usage under the proposed new charge for daily inaccuracy w i l l l ikely 


142 be much closer, and its suppliers might not be able to use the US Magnesium load for 


143 aggregate imbalance swings" (Swenson Rebuttal, lines 67-70). 


144 Q. Is it reasonable to assume that transportation customers can provide the 


145 information necessary for the Agent to match nominations to usage within a 5% 


146 tolerance window? 


147 A. Yes. In fact, Mr. Medura confirmed that "C IMA ' s customers can and do provide us with 


148 a daily nomination that is within 5% o f their actual usage" (Medura Rebuttal, lines 26-


149 27). Those customers who cannot, or w i l l not, accurately match their nominations to their 


150 usage should be charged for the upstream services they use. 


151 Q. Does this conclude your testimony? 


152 A . Yes. 
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li 1 $ 
GtUESTMif Customer Agency Assignment Agreementl I ~ 


Gas UUAtC(b$5 
Dale: 


Customer: 


Service to be used at: 


Customer agrees to have _ (Agent) located at 


serve as its agent in conducting transactions associated wi th Questar Gas Company's (Com­


pany) nomination/confirmation system (QucstUine™). 


2. Customer agrees to be bound by any action under Section A taken on QueslJ/mc™ by Agent 


for customer. 


3. Customer also agrees to allow Company to provide to Agent an access code for 


Ques tLine™. The use and security o f this code w i l l remain the responsibility o f Customer. 


Upon termination o f this Agreement or Agent's agency, Company w i l l terminate Agent's 


access to customer's account. 


4. Customer agrees to allow Agent to have the ability to (Check a l l that apply): 


Nominate gas for Customer, including make-up gas for imbalances. 


T rade imbalances for Customer. 


5. This Agreement w i l l remain in force until terminated by Customer or Company upon written 


notice to the other party. I f Company terminates for other than Customer's breach o f this 


Agreement, Company w i l l provide such cooperation and assistance as Customer may 


reasonably need until Iherc is a replacement for Agent. 


6. Company shall not be liable for any damages incurred by Customer due to the acts o f Agent. 


Customer: Company: 
Questar Gas Company 


By: By: 


Susan Davis 


Printed Nome Director, Marketing 


Title 
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QUESTMR 
Gas 


QucstLine™ Access Agreement 


T H I S A G R E E M E N T is entered into this day of , between Q U E S T A R G A S C O M P A N Y 


(Questar Gas), 333 S. State Street, P.O. Box 45433, Salt I j k e City, UT 84145-0433 and 
(Shipper). 


The Parties represent as follows: 


A. Questar Gas has established an interactive electronic nominations/confirmations system known as QucstLine 
(QucstLinc). QucstLine is an interactive information and transaction service accessible by personal computer. 
QuestLine allows shippers on Questar Gas's system to input nominations, review nominations, manage balancing 
matters, and run and view reports. 


B. Shipper desires obtain information and to transact business with Questar Gas and oUicrs using QucstLinc. 
Shipper understands mat by using QucstLinc it may enter into binding contracts with Questar Gas and with third 
parties. 


The Parties agree as follows: 


1. Before Shipper may transact business on QuestLine, Shipper must have an executed a TS, FT-1, IT or ICT 
contract with Qucstar Gas and must be in compliance with all applicable provisions of Questar Gas' Tariff 
for the jurisdiction under which Shipper receives natural gas transportation service (either Qucstar Gas' 
Natural Gas Tariff for Gas Service in the State of Utah No. 400 or its Gas Service in the State of Wyoming 
No. 12, whichever applies) (Tariff). Shipper must provide its own hardware and internet connection. 


2. Upon receipt of a fully executed contract, Questar Gas wil l assign Shipper, and Shipper's designees, a log­
on ID and password (Access Code) that may be used to transact business (such as requesting imbalance 
trades) on QucstLinc. Each QucstLinc user must have his/her own Access Code. Shipper wil l be bound by 
any transaction conducted on QucstLinc using any Access Code assigned to Shipper or its designees 
(Shipper's Access Codes). The use of the Shipper's Access Codes shall be deemed to constitute Shipper's 
signature and approval of the QucstLinc transaction. Shipper's Access Code may be changed at any time 
by Questar Gas, upon request by Shipper. 


3. Shipper has identified, on Exhibit A hereto, designees who shall be granted access to QuestLine. Shipper 
hereby expressly provides each designee listed on Exhibit A with authority to transact business on 
QuestLine on Shipper's behalf and to conduct business and utilize QuestLine on Shipper's behalf as more 
fully set forth herein. Shipper may revoke access for any or all of the individuals identified on Exhibit A, or 
add additional users, by providing written notice along with a replacement Exhibit A to Questar Gas at 
account.managementtaiqucstar.com. Such notice will be deemed received upon actual receipt by Questar 
Gas. Neither Shipper nor its designees shall be authorized to access or transact business on Questar Gas' 
QuestLine until Shipper has received access authority from Qucstar Gas. Shipper shall be responsible for 
any and all unauthorized or otherwise improper use of Shipper's Access Codes, including but not limited to 
the use of such Shipper's Access Codes by Shipper's former personnel who are no longer in Shipper's 
employment or control. 


4. Shipper has identified, on Exhibit B, its marketer/gas supplier. Shipper will notify Questar Gas at least one 
calendar week prior to changing marketers/gas suppliers by providing written notice along with a 
replacement Exhibit B to Qucstar Gas at account.managcmcnt@questar.com. Such notice will be deemed 
received upon actual receipt by Questar Gas. Such notice and replacement Exhibit B must be received at 
least one calendar week before Qucstar Gas receives supplies from the new marketer/gas supplier. 


5. Shipper agrees that approving, agreeing to, or entering into a transaction as provided by QuestLine, as it 
now exists, or may in the future be modified, and subject to the Tariff, shall constitute a written contract 
(Contract). Shipper agrees to be bound by all of the terms and conditions of Qucstar Gas' Tariff. Shipper 
agrees, by its signature on this Agreement, that each transaction on QucstLine specifically incorporates 
Questar Gas's Tariff as h now exists or as it may exist in the future. 
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6. By executing this Agreement, Shipper agrees that use of Shipper's Access Codes together with any 
confirmation of a Contract wil l constitute an executed writing. Shipper hereby waives any statute of frauds 
defense to the enforceability of any Contract arising from the use of QucstLine. 


7. Shipper warrants that any employee or agent of Shipper using QuestLine shall have all necessary 
power and authority to use QuestLine and enter into and honor Contracts as herein provided. 


8. Shipper must promptly notify Questar Gas of any breach of security such as loss, theft or unauthorized 
disclosure or use of any of Shipper's Access Codes, or any portion thereof. Until Qucstar Gas is notified by 
email at account.managcmentifjqucstar.com. of a breach of security, Shipper will remain liable for any 
unauthorized use of or transaction conducted on QuestLine using Shipper's Access Codes. Shipper must 
immediately notify Qucstar Gas when a new person is given use of the access and/or signature codes or 
when a person's use has been revoked by Shipper. Notice will be deemed given upon actual receipt by 
Qucstar Gas. 


9. Shipper may download, store, manipulate, analyze, reformat, print and utilize the information from 
QuestLine only for its own uses related to transportation on Questar Gas's system. Shipper shall not directly 
or indirectly publish, broadcast or distribute the information in any medium, except that Shipper may use 
portions of the information for internal printed communications and memoranda. The service and me 
information contained on QuestLine may not be resold in whole or in part or otherwise commercially 
exploited by Shipper. 


10. Shipper must provide all personal computer communications equipment necessary to gain access to 
QuestLine. QuestLine can be accessed via Questar Gas's Internet web page at www.qucstargas.com. 


11. Unauthorized access by Shipper to QuestLine, to restricted portions of QuestLine or to other 
telecommunications or computer facilities used to deliver QuestLine services are a breach of this 
Agreement. 


12. This Agreement shall commence on the date of execution and shall continue, in full force and effect, until 
terminated. Qucstar Gas may terminate Shipper's access to QuestLine, with or without notice, wiUi or 
w i t h o u t cause, for any reason including but not limited to violations of this Agreement, failure to honor any 
Contract entered into through QucstLine, failure to pay amounts owed to Questar Gas, or termination of an 
agreement between Qucstar Gas and Shipper for transportation service. Shipper may terminate mis 
Agreement for any reason upon 30 days written notice, but no such termination shall affect Shipper's 
obligation for Contracts entered during use of QuestLine. Shipper agrees to discontinue me use of 
QuestLine upon termination of this Agreement. 


13. Shipper further agrees that Questar Gas may modify or limit QuestLine at any time and without notice. 


14. Questar Gas shall have no liability to Shipper or any other party for damages caused by the incompleteness 
or inaccuracy of any information posted to QuestLine, or any information subsequently re-posted by any 
other party. Questar Gas shall have no liability to Shipper or any other party for damages caused or 
allegedly caused by any failure of performance, error, omission, interruption, deletion, defect, delay in 
operation or transmission, communication and line failure, theft or destruction, or unauthorized access to 
alteration of or use of QuestLine, whether for breach of contract, tortious behavior, negligence or under any 
other cause or action. Questar Gas shall not be liable to Shipper or any other party for any direct, 
consequential, punitive, special or other damages arising in any way from any errors, omissions, loss, 
inaccuracies or me availability of the information regardless of the form of the action, whemer in contract or 
tort. 
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15. Qucstar Gas shall have no liability to Shipper for any obligations imposed by this Agreement when such 
failure shall be caused, or materially contributed to, by Force Majeure. Force Majeure means acts of God, 
blockades, insurrections, riots, epidemics, flood, washouts, landslides, mudslides, earthquakes, extreme cold 
or freezing weather, lightning, restraint or rulers of peoples, civil disturbances, explosions, breaking or 
freezing of or an accident to machinery or materials or equipment, computer hardware or software failure, 
the order of any court or governmental authority having jurisdiction, and any other cause whether the kind 
herein enumerated or otherwise, not reasonably within Qucstar Gas' control and which by the exercise o f 
due diligence Questar Gas is unable to prevent or overcome and which prevents or interferes with access to 
or use of QuestLine. Failure to prevent or settle any strike or strikes shall not be considered a matter within 
the control of Questar Gas. 


16. Qucstar Gas expressly disclaims any and all warranties, including, without limitation, any warranties as to 
the availability, accuracy or content of information located on QuestLine and any warranties of 
merchantability or fitness for a particular purpose. 


17. Shipper agrees to defend, indemnify, and hold harmless, Questar Gas, its officers, agents, employees, anil 
contractors against any and all liabilities for loss or damage, whether to Shipper or to any third party, 
occurring in connection with or relating in any way to this Agreement or the use of QucstLinc, including 
costs and attorneys' fees (whether or not such liability, loss, or damage results from any demand, claim, 
action, cause of action, or suit brought by Shipper or by any person, association, or entity, public or private, 
that is not a party to this Agreement) where such liability, loss or damage is suffered by Questar Gas, its 
officers, agents, employees, customers, or contractors as a direct or indirect result of any sole or concurrent 
negligence or other tortious acts or omissions by Shipper, its designees (set forth on Exhibit A), its officers, 
its agents, its employees, or its contractors. Shipper further agrees that it shall defend and indemnify 
Questar Gas from and against any and all claims, demands and actions, and any resulting loss, costs, 
damages and expenses (including court costs and attorneys' fees) of any nature whatsoever that may be 
asserted against or imposed upon Qucstar Gas by any person as a result of the unauthorized or otherwise 
improper use of any of Shipper's Access Codes, except when such unauthorized or improper use is the 
result of negligence or wrongful conduct on the part of Qucstar Gas. 


18. Shipper may not assign or transfer this Agreement to any other entity. 


19. Except as set forth in Paragraphs 3 and 4 above, this Agreement may only be amended or modified in by a 
written amendment that both refers to this Agreement and is executed by both Parties. Notwithstanding the 
foregoing. Shipper's use of QuestLine shall be in accordance with and subject to the Tariff, as it may 
change from time to time, including but not limited to any and all applicable provisions and balancing 
procedures, all of which are incorporated herein by reference. In the event of a conflict between the terms 
and conditions of this Agreement and any other applicable terms and conditions set forth in the Tariff, the 
Tariff shall govern. This Agreement shall be subject to and governed by the laws of the state in which 
Shipper receives transportation service from Questar Gas (either Utah or Wyoming), without regard to 
doctrines governing choice of law. I f Shipper receives transportation service from Qucstar Gas in both 
Utah and Wyoming, then this Agreement shall be governed by the law of the State of Utah without regard to 
doctrines governing choice of law. This Agreement and the obligations of the Parties arc subject to all 
present and future valid laws with respect to the subject matter, either State or Federal, and to all valid 
present and future orders, rules, and regulations of duly constituted authorities having jurisdiction. 


20. Neither Party shall, by mere lapse of time without giving notice or taking other action, be deemed to have 
waived any breach by the otiicr Party of any of die provisions of this Agreement. Further, Uic waiver by 
either party of a particular breach of this Agreement by the other Party shall not be construed as, or 
constitute, a continuing waiver of such breach, or of other breaches of mc same or other provisions of this 
Agreement. 


21. Shipper agrees to exercise due and reasonable care in the use of QuestLine. 
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22. Shipper wishes to participate in imbalance trading procedures. Shipper agrees to permit Questar Gas to 
make available for trading, imbalance information pertaining to the transportation service provided to 
Shipper. Shipper acknowledges that it has read the Tariff (available online at Questargas.com) and is 
familiar with the provisions governing imbalance trading. Once a trade is agreed upon, Shipper wi l l notify 
Questar Gas of the decathcrm amount traded and will identify each trading party. This notice to Company 
will be deemed to be Shipper's direction to Questar Gas to make the imbalance trade for Shipper's account. 
I f a trading partners' notice coincides, within the trading period, Qucstar Gas wil l adjust Shipper's account 


to reflect the imbalance trade. When notices do not coincide, imbalances will not be considered traded. 


23. I f any provision of this Agreement is declared null, void, unenforceable, or voidable by a court or 
administrative body of competent jurisdiction, then that provision will be deemed stricken and the 
remaining provisions of this Agreement will remain in full force and effect. 


24. Shipper's obligations to defend and indemnify, as more fully set forth herein, shall survive the termination 
of this Agreement and shall continue thereafter. 


25. Except as otherwise provided in this Agreement, any notice under this Agreement shall be in writing and 
shall be sent via e-mail and another form of service with delivery confirmation such as federal express or 
hand delivery, to the address of the Party intended to receive the same, at the following address: 


Shipper 


Questar Gas Company 
Attn: Susan S. Davis 
Director, Account and Community Relations 
Questar Gas Company 
1140 West 200 South 
Salt Lake City, Utah 84104 
account.managemcnt@questar.com 


Notice shall be deemed given upon receipt. 


26. Each of the Parties hereto acknowledges that it has read this Agreement, understands it, and agrees to be 
bound by its terms. The Parties further agree that this Agreement is the complete and exclusive state of 
agreement and supersedes all oral or written understandings, proposals, representations, conditions, 
warranties, covenants, and all other communications between the parties relating to the use o f QuestLine. 
This Agreement, as of the date of its execution, shall supersede and terminate any previously executed 
agreements between Shipper and Questar Gas with respect to the use of QuestLine. 


27. Each person signing mis Agreement represents and warrants that the person has full legal capacity, power 
and authority to execute this Agreement for and on behalf of tiic respective Party and to bind such Party. 


T H I S A G R E E M E N T is entered into by the authorized representatives o f the Parties whose signatures appear below. 


Shipper: Company: 
Questar Gas Company 


By: By: 


Susan Davis 
Printed Name Director, Account and Community Relations 


TrUe 
155748 
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Exhibit A 


The following designees shall be granted access to QuestLine and Authority to transact business on QucstLinc on 


behalf of [Shipper name], 


[Shipper business address]: 


Uscr f l l . (Circle One: Added/Dclcted/Ncither) 


Name: , 


E-mail address: 


Telephone Number: 


User #2. (Circle One: AddeoVDeleted/Ncither) 


Name: 


E-mail address: 


Telephone Number: . 


User #3. (Circle One: Addcd/Dcletcd/Ncithcr) 


Name: 


E-mail address: 


Telephone Number: 


User #4. (Circle One: Addcd/Dcleted/Neither) 


Name: 


E-mail address: 


Telephone Number: 


User #5. (Circle One: AddeoVPekled/Ncither) 


Name: 


E-mail address: 


Telephone Number: 


The person signing this Exhibit A represents and warrants that the person has full legal capacity, power and 
authority to execute this Agreement for and on behalf of the respective Party and to bind such Party. 


Print Name 


Tide 


Effective Date 







Exhibit B 


The following is the designated marketer/gas supplier for [Shipper 
name], [Shipper business address]: 


Company: 


Contact Person: 
Address: 


Telephone: 


Facsimile: 


Email: 


The person signing this Exhibit B represents and warrants that the person has full legal capacity, power and 
authority to execute this Agreement for and on behalf of the respective Party and to bind such Party. 


Print Name 
Title 
Effective Date 
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 1                    P R O C E E D I N G S

 2             CHAIRMAN LAVAR:  Okay.  Good morning.

 3             This is the time and place for the hearing

 4   in the Matter of the Application of Questar Gas Company

 5   to Make Tariff Modifications to Charge Transportation

 6   Customers for use of Supplier-Non-Gas Services.

 7             This is Public Service Commission Docket Number

 8   14-057-31.  I'm Thad Lavar.  To my right is Commissioner

 9   David Clark and to my left is Commissioner Jordan White.

10   We welcome Jordan White to the Commission.  This is his

11   first hearing since his appointment.  So, we're thrilled

12   to have him joining us in this new capacity.

13             We have a few preliminary matters to deal with,

14   but we'll take appearances first.

15             And I would also note, the court reporter has

16   reminded me to ask everyone to do their best to speak

17   slowly so we can get an accurate and good record of this

18   proceeding today.  So, I'll pass that on.

19             We'll start with appearances from the

20   applicant.

21             MS. CLARK:  Thank you.  My name is Jenniffer

22   Clark.  I'm the attorney for Questar Gas Company.  And I

23   have with me a number of people.  The two that you will

24   be speaking with today are the witnesses from whom you've

25   seen testimony.  To my right is Mr. William Schwarzenbach
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 1   and to his right is Kelly Mendenhall.

 2             MS. SCHMID:  Good morning.  Patricia E. Schmid

 3   with the Attorney General's Office on behalf of the

 4   Division of Public Utilities.  The Division's witness

 5   Douglas D. Wheelwright is here today and is seated

 6   on my left.

 7             MR. OLSEN:  Rex Olson on behalf of the Office

 8   of Consumer Services.  And we will have two witnesses

 9   today, Gavin Mangelson who has submitted testimony and

10   Jerome Mierzwa who is sitting on my right.

11             CHAIRMAN LAVAR:  Thank you.

12             MR. DODGE:  Gary Dodge on behalf of UAE as well

13   as CIMA and US Magnesium.  We have all the witnesses that

14   have appeared for those witnesses in the room -- that

15   will attend and testify personally.

16             And we've requested that Roger Swenson

17   on behalf of US Magnesium be allowed to testify

18   telephonically.  And I've mentioned this to staff for the

19   Commission.  But he's available either any time between

20   four and five this afternoon or anytime tomorrow morning

21   if this goes into tomorrow.  We would request that he be

22   allowed to testify by phone at one of those times.

23             CHAIRMAN LAVAR:  Okay.  Thank you.

24             MR. COOK:  Jeremy Cook on behalf of Nucor State

25   of Utah.  We have the same witnesses.
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 1             THE HEARING OFFICER:  Okay.

 2             MR. WILLIAMS:  Larry Williams on behalf of

 3   Summit Energy.  Mike McGuire (sic) is here with us today

 4   also.

 5             MR. OLSEN:  Excuse me.

 6             Is that McGuire or McGarvey?

 7             MR. WILLIAMS:  I'm sorry.  McGarvey.

 8             CHAIRMAN LAVAR:  Okay.  Thank you.

 9             Our next matter is the pending motion.  We have

10   a motion from the Office of Consumer Services, and we

11   have responses to that motion filed by the Division of

12   Public Utilities and Questar Gas.

13             We'll take a brief moment if the parties desire

14   to comment further on what they have submitted on the

15   motion.  And as we do that, I want to start out with one

16   question to Mr. Olsen.

17             You cited an administrative rule that supports

18   the policy of avoiding unnecessary cross-examination.

19             Are you aware of any other statutes or rules

20   more specifically on point to this matter?

21             MR. OLSEN:  I am not, Commissioner.  And that

22   is part of the conundrum.  We don't really have any --

23   I couldn't find anything in either the rules or a

24   applicable statute regarding -- the way this hearing must

25   be undertaken.  It's simply a matter of the normal
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 1   procedures the commissions typically undertake.

 2             CHAIRMAN LAVAR:  Okay.  Do you have anything

 3   else you want to add to your motion?

 4             MR. OLSEN:  No, Your Honor.  I think it speaks

 5   for itself.

 6             CHAIRMAN LAVAR:  Okay.

 7             Ms. Clark, do you have --

 8             MS. CLARK:  The Company would just rely on what

 9   was submitted in its pleading and has nothing to add.

10   Thank you.

11             CHAIRMAN LAVAR:  Okay.  Ms. Schmid?

12             MS. SCHMID:  The Division, too, will rely upon

13   what is stated in its pleading.

14             CHAIRMAN LAVAR:  Okay.  Thank you.

15             Mr. Williams?

16             MR. WILLIAMS:  Yes.

17             CHAIRMAN LAVAR:  Would you like to add anymore

18   to the response we received yesterday?

19             MR. WILLIAMS:  I did submit a response

20   yesterday.  I think that it fairly clearly states our

21   argument.  I do want to make a point of one mistake that

22   I did make which was the date on that.

23             On that I actually put today's date on there

24   by mistake when it was actually filed yesterday.

25             CHAIRMAN LAVAR:  Okay.  Do either Mr. Dodge
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 1   or -- and I'm sorry.  I didn't write your name down when

 2   you said it.

 3             MR. COOK:  Jeremy Cook.

 4             CHAIRMAN LAVAR:  Jeremy Cook.  Okay.

 5             Do either of you have any comment on the

 6   pending motion?

 7             MR. DODGE:  If I might -- and you know me.

 8   I can't -- I can't pass up an opportunity to talk.

 9             I guess I would just point out that although

10   it's probably obvious to those of us who are here on a

11   regular basis what the Commission means when it says

12   in the scheduling order, direct rebuttal, sir rebuttal,

13   it isn't necessarily obvious to people who aren't here on

14   a regular basis.  And this was a very unusual scheduling

15   order in that it went Company and intervenors, then

16   Division and Office and then rebuttal and surrebuttal.

17             It may behoove us in the future as I know in

18   some scheduling orders this Commission has done in the

19   past to actually state, response to testimony filed on

20   this date is due, responsive testimony filed on that date

21   is due as opposed to just using the word "surrebuttal"

22   and "rebuttal" because I believe as they pointed out in

23   their brief that they believed they were filing to

24   surrebuttal to rebuttal filed in what was called direct

25   testimony.  So, I think it's easy to see the mistake and
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 1   I think the Commission ought to recognize that those that

 2   don't practice here all the time may not have understood

 3   the order they were supposed to go in.

 4             CHAIRMAN LAVAR:  Thank you.

 5             MR. OLSEN:  Commissioner, if I may.  I just had

 6   one thing.  The Office did not mean to repute any kind of

 7   ill motive to Mr. McGarvey.  It was simply the result of

 8   how he did some things that created the problem for us.

 9             CHAIRMAN LAVAR:  Mr. Cook, did you have

10   anything else to add?

11             MR. COOK:  I don't have anything, Commissioner.

12             MR. WILLIAMS:  Let me just respond real

13   quickly.  We believe that we actually followed the order

14   as it was written as I stated in the brief.

15             Very specifically, I went back to look at the

16   order to make sure that what the order actually said is

17   what it -- what we did.  And we do believe that we

18   followed the order as it was written.

19             CHAIRMAN LAVAR:  Let me just see if we need a

20   moment to deliberate.

21             (Discussion off the record)

22             CHAIRMAN LAVAR:  We're going to deny the motion

23   to strike.  The filing of written testimony certainly

24   improves the efficiency and the process that we use to

25   get through our hearings.
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 1             We don't see this issue as one that is a legal

 2   basis for the exclusion of evidence in this hearing.

 3             However, we recognize the issues raised by

 4   those who raised the objections.  And so, what we're

 5   going to allow is the applicant, the Division, and the

 6   Office may have any of their witnesses address the issues

 7   raised in Mr. McGarvey's surrebuttal either during their

 8   presentations or if any of those three parties want to

 9   recall a witness following Mr. McGarvey, we'll allow

10   that.  And that's the way we'll move forward on this

11   issue.  Thank you.

12             MR. OLSEN:  Thank you.

13             MS. SCHMID:  Thank you.

14             CHAIRMAN LAVAR:  The only other clearing matter

15   I'm aware of is order of presentations and order of

16   cross-examinations.

17             It seems there might be some benefit in this

18   case in the interest of keeping parties with similar

19   positions presenting and cross-examining consequentially

20   to have the order of presentations be the applicant first

21   then the Office of Consumer Services then the Division of

22   Public Utilities.

23             And then we also need to deal with what order

24   the other intervenors will go in, but with respect to

25   this matter, are there any thoughts or objections to that
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 1   order of presentation?

 2             MR. OLSEN:  We'll be happy to comply with that.

 3             MS. SCHMID:  The Division is fine with it as

 4   well.

 5             CHAIRMAN LAVAR:  Okay.  Mr. Dodge,

 6   Mr. Williams, and Mr. Cook, in terms of order of

 7   presentation for the other intervening parties --

 8             You mentioned you have one on the phone with

 9   some time limitations.

10             Are there any other preferences with respect

11   to order of presentation?

12             MR. DODGE:  I don't think in particular.

13   I think we're prepared to go in any order.  There are

14   some scheduling considerations among the witnesses

15   at this table, for the parties at this table.

16             And so, it'll depend a little on where we are

17   and whether we're going to finish today or move into

18   tomorrow.  But if we may, we would let you know as we get

19   a little further in in exactly which order.

20             It's likely that we will start with either

21   Mr. McGarvey or Mr. Medura and then again fit Mr. Swenson

22   in when we can on the phone and then Mr. Fishman and then

23   Mr. Higgins and in perhaps that order.

24             But again, scheduling considerations may shift

25   one or more of those around.
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 1             CHAIRMAN LAVAR:  Okay.  Well, when we get to

 2   that point, then I'll just turn to the three of you and

 3   see where we are.

 4             MR. DODGE:  In terms of cross-examination,

 5   I assume we'll just go down the table, but if either of

 6   them wants to go first, I'm happy to allow that, too.

 7             CHAIRMAN LAVAR:  Is that amenable to all three

 8   of you?

 9             (No objections expressed)

10             CHAIRMAN LAVAR:  Okay.  Any other preliminary

11   matters that we've missed?

12             (No verbal response)

13             CHAIRMAN LAVAR:  Okay.  Ms. Clark, you may call

14   your first witness.

15             MS. CLARK:  Thank you.  The Company would call

16   Kelly B. Mendenhall as its first witness.

17             CHAIRMAN LAVAR:  Mr. Mendenhall, do you swear

18   to tell the truth?

19             THE WITNESS:  Yes.

20             CHAIRMAN LAVAR:  Thank you.

21                      KELLY MENDENHALL,

22               having first been duly sworn, was

23               examined and testified as follows:

24                      DIRECT EXAMINATION

25   BY MS. CLARK:
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 1        Q.   Mr. Mendenhall, would you please state your

 2   full name and your business address for the record?

 3        A.   Yes.  I'm Kelly B. Mendenhall, and I work for

 4   Questar Gas Company at 333 South State Street, Salt Lake

 5   City, Utah.

 6        Q.   What position do you hold with the company?

 7        A.   I'm the director or regulatory affairs.

 8        Q.   Mr. Mendenhall, I want to direct your attention

 9   to the testimony you filed in this matter, Questar Gas

10   Company Exhibit 1.0, the Direct Testimony of Kelly

11   Mendenhall with attached Exhibits 1.1 through 1.4.

12   And that was filed on December 18th, 2014;

13             Questar Gas Company Exhibit 1.0R, the Rebuttal

14   Testimony of Kelly B. Mendenhall with attached

15   Exhibits 1.1R that was filed on July 31st, 2015;

16             And Questar Gas Company Exhibit 1.0SR, the

17   Surrebuttal Testimony of Kelly B. Mendenhall with an

18   attached Exhibit 1.1SR filed on August 14th, 2015.

19             Are you familiar with these documents?

20        A.   Yes.

21        Q.   Were they prepared by you or under your

22   direction?

23        A.   Yes, they were.

24        Q.   If you were asked the questions contained in

25   that testimony today, would the responses be the same?
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 1        A.   Yes.

 2             MS. CLARK:  The Company would move for the

 3   admission of the documents identified.

 4             CHAIRMAN LAVAR:  Is there any objection to that

 5   admission of the direct, rebuttal, and surrebuttal

 6   testimony of Mr. Mendenhall?  Mr. Olsen?

 7             MR. OLSEN:  No objection.

 8             CHAIRMAN LAVAR:  Ms. Schmid?

 9             MS. SCHMID:  No objection.

10             MR. DODGE:  No objections.

11             CHAIRMAN LAVAR:  Okay.  It's admitted.

12   Thank you.

13             (QGC Exhibit 1.0, QGC Exhibit 1.0R,

14   QGC Exhibit 1.0SR marked and admitted)

15   BY MS. CLARK:

16        Q.   Thank you.  Mr. Mendenhall, can you please

17   summarize the contents of your testimony and the relief

18   the company is seeking in this matter?

19        A.   Sure.  There are two objectives the company

20   is trying to accomplish in this docket.

21             First, the company seeks to assign cost to

22   transportation customers for the upstream balancing

23   services they use on the system that are currently being

24   paid for by sales customers.

25             Second, the company seeks to incent customers
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 1   and their agents to improve their daily nominations.

 2   The Company has proposed a transportation and balance

 3   charge that will charge customers for the services they

 4   use and it should give them a financial incentive to more

 5   accurately make daily nominations.

 6             In my direct testimony, I determined that

 7   transportation customers use Questar Gas's upstream

 8   transportation, no notice and storage contracts to remedy

 9   daily imbalances and that the cost of those services

10   amounted to 1.7 million.

11             The 1.7 million in costs that was calculated

12   in my testimony was supported by the Office and the

13   Division.  Mr. Higgins disagreed with the calculation

14   asserting that an imbalance charge should be assessed

15   only after certain adjustments have been made.

16             As a result, the proposed adjustments would

17   reduce the overall amount that the transportation

18   customers would be charged.

19             The result of these adjustments reduces the

20   calculated cost of these services by 80 percent from

21   1.7 million to 337,000.

22             If these adjustments are accepted, it will

23   result in transportation customers not paying for all

24   of the cost of the services that they use.

25             The first adjustment is the issue of upstream
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 1   transportation and fuel.

 2             On any given day, transportation customers will

 3   either be over delivered or under delivered.  In the case

 4   of an over delivery, there will be excess gas at the

 5   city gate and the transportation customers will rely

 6   on the upstream transportation contract of the sales

 7   customers to absorb that excess gas.

 8             In the case of an under delivery, not enough

 9   gas will be delivered to meet the needs of customers on a

10   given day and additional gas must be delivered to the

11   city gate using the upstream transportation contract of

12   Questar Gas.

13             In both the case of an under delivery and an

14   over delivery, Questar Gas must use its upstream

15   transportation contract to remedy the imbalance.

16   Thus, it is appropriate to include this cost

17   in the rate calculation.

18             The next issue is the adjustment to net

19   transportation customer volumes with the sales customer

20   volumes.  Some intervenors argue that on days when

21   transportation customer imbalances and sales customer

22   imbalances are netted, the transportation volume and

23   balances should be reduced because the upstream services

24   aren't physically being used.

25             I disagree with this approach because Questar
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 1   Gas is still providing a service to transportation

 2   customers by managing their imbalance.

 3             Whether Questar Gas uses its upstream service

 4   contracts or offsets the transportation customer

 5   imbalances using sales volumes, the transportation

 6   customer imbalances have been eliminated for the day

 7   and transportation customers should be required to pay

 8   for that service.  This is consistent with the way

 9   interstate pipeline rates are calculated.

10             The last major rate issue of disagreement

11   is the issue of a line pack.  Mr. Higgins and Mr. Swenson

12   argue that the system has a certain level of flexibility

13   due to line pack and I have not made some sort of

14   adjustment for this flexibility in my calculation.

15             Questar Gas does not have a substantial amount

16   of line pack on its system.  No evidence has been

17   provided by any witness that there is five percent line

18   back on the system.

19             For accounting purposes, there is no line pack

20   cost included on the company's books and for regulatory

21   purposes there is no line pack included in the rate base.

22             On the pipeline side, when Questar Gas has an

23   imbalance, that entire imbalance is remedied by the

24   upstream transportation, no-notice transportation, and

25   storage services.
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 1             The pipeline does not allow a five percent

 2   tolerance before these services are used.  Thus, if this

 3   adjustment were allowed, the first five percent of

 4   imbalance volumes used by transportation customers would

 5   continue to be subsidized by sales customers.

 6             An issue that was raised by Mr. McGarvey and

 7   Mr. Medura was the use of market price gas versus the

 8   weighted average cost of gas to calculate the fuel gas

 9   reimbursement.

10             In this case I used the weighted average cost

11   of gas because it represents the actual cost of fuel that

12   sales customers pay.  Any charge other than the WACOG

13   rate would not correctly reflect this actual cost.

14             There is also a difference in opinion on how

15   the rates should be assessed.  The Company proposes that

16   the rate be directly assessed to each customer on the

17   volumes outside of a five percent imbalance tolerance.

18             This five percent tolerance came from feedback

19   the Company received from working groups.

20             The proposal from some of the other parties is

21   that a flat rate should be used.  While the flat rate is

22   easier to assess and understand, it will not change

23   customers' behavior.

24             The company has concerns that incorrect daily

25   nominations could lead to operational issues and lead to

0022

 1   higher penalties for transportation customers if supply

 2   curtailments occur.

 3             When considering customer behavior, the direct

 4   assessment is the better option because it will send a

 5   price signal to customers when they are out of balance.

 6             Some additional issues have been raised in this

 7   proceeding that I will brief address in this summary

 8   including the argument an additional workgroup is

 9   necessary to solve these issues.

10             At the beginning of this docket, a scheduling

11   conference was held and all parties were present.

12   A rather lengthy schedule was set that allowed for

13   discovery and for the parties to explain their points of

14   view.  That process will conclude with these hearings.

15             The Company has confidence in the regulatory

16   process.  And there is enough evidence on the record

17   for the Commission to make a decision.

18             The disagreement of whether customers should be

19   required to nominate accurately on a daily basis is a

20   particularly contentious issue the parties have been

21   trying to resolve for over two years now.

22             A Commission directive on this issue in

23   particular will give parties some clarity going forward.

24             While the issue of aggregation has been briefly

25   raised in this case, there is no proposal before the
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 1   Commission that clearly explains how the rate will be

 2   calculated or assessed.

 3             I have already aggregated the transportation

 4   volumes in the calculation of the rate and aggregating

 5   them again during the assessment of the rate would result

 6   in double counting and continued free balancing services

 7   for transportation customers.

 8             Some intervenors have also brought up the issue

 9   of additional metering.  There are two types of

10   transportation customers on a Questar Gas system.

11             We have industrial customers who use natural

12   gas for processes and weather-sensitive customers who use

13   natural gas for space heat.

14             In the case of an industrial customer, most of

15   them probably know how much gas their process is used and

16   usage estimation is possible without realtime monitoring.

17             For the weather-sensitive customers, realtime

18   monitoring won't help predict what the weather will be

19   the next day.

20             In both cases, it is unlikely that investing in

21   expensive measurable data will help greatly improve

22   nominations.

23             As a review of the data in QGC Exhibit 1.3

24   shows, currently most customers change their nominations

25   weekly or monthly.
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 1             A review of the data indicates that a better

 2   solution for improved nominations would be for customers

 3   and their agents to nominate on a daily basis rather than

 4   make additional investments on realtime measuring

 5   equipment.

 6             There's been discussion about the five percent

 7   imbalance tolerance that the company has proposed.  This

 8   is consistent with the daily tolerance limits already

 9   outlined in the tariff and the higher tolerance amount

10   will result in customers not paying for the upstream

11   balancing services they use.

12             That summarized what I believe to be the major

13   issues in the case.

14             The Company respectfully asks the Commission

15   to find that the assessment of a transportation imbalance

16   charge to transportation customers is just and reasonable

17   and in the public interest and to accept the company's

18   rate design proposal.

19             MS. CLARK:  Mr. Mendenhall is available for

20   cross-examination.

21             CHAIRMAN LAVAR:  Thank you.  Mr. Olsen?

22             MR. OLSEN:  No cross.

23             CHAIRMAN LAVAR:  Ms. Schmid?

24                      CROSS-EXAMINATION

25   BY MS. SCHMID:
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 1        Q.   Yes.  Good morning.

 2        A.   Good morning.

 3             MS. SCHMID:  I have some questions about the

 4   existing tariff provision that has the plus or minus five

 5   percent basis in it.

 6             To assist in my questioning, may I approach the

 7   witness and hand out copies of this tariff provision?

 8             CHAIRMAN LAVAR:  Yes.

 9   BY MS. SCHMID:

10        Q.   Mr. Mendenhall, will you accept subject to

11   check that what I have handed you is tariff provisions

12   taken directly from the Questar.com Web site for

13   Questar Gas?

14        A.   Yes.

15             MS. SCHMID:  Thank you.  Could we please mark

16   this DPU Cross Exhibit-1?

17             CHAIRMAN LAVAR:  Any objection to entering this

18   as an exhibit?

19             MS. CLARK:  No.  Thank you.

20             (DPU Cross Exhibit 1 marked and admitted)

21             MR. OLSEN:  Is there a copy that we might have?

22   BY MS. SCHMID:

23        Q.   Yes.  Sorry.  We've talked a little bit about

24   transportation customers and about Questar Gas's firm

25   sales service customers.
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 1             With regard to those firm sales customers,

 2   what does Questar Gas do when a plus or minus tolerance

 3   level is imposed?

 4        A.   Are you talking about sales customers or

 5   transportation customers?

 6        Q.   Sales customers.  What does Questar do for its

 7   own sales customers when there is a plus or minus five

 8   percent imbalance imposed?

 9        A.   Well, Questar Gas has purchased services

10   to help balance the -- or take care, to remedy the

11   imbalances of sales customers.

12             So, when they put a five percent, a plus or

13   minus five percent tolerance, it's on transportation

14   customers and it's because there's supply constraints

15   or concerns on the system.

16        Q.   So, sales customers do not have to change their

17   behavior at all?

18        A.   Correct, because Questar Gas has gone out and

19   purchased no-notice upstream transportation and storage

20   services on a firm basis for these customers to help

21   manage those imbalances.

22             That's a high-level answer.  If you want to get

23   into more detail, I would refer you to Mr. Schwarzenbach

24   because he's the expert on that subject.

25        Q.   I might be brave enough to go there.
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 1             How often has Questar Gas imposed that plus or

 2   minus five percent tolerance level upon transportation

 3   customers in the last year?

 4        A.   Are you talking about putting them on a

 5   restriction?

 6        Q.   Yes.

 7        A.   I -- I cannot give you a number.  I will tell

 8   you it's probably increased over the last couple of years

 9   more than it has been in the past.

10        Q.   Can you recall if, when it has been imposed it

11   has been imposed on a monthly or a daily basis?

12        A.   It's been imposed on a daily basis with the

13   customers being allowed to trade their imbalances away.

14        Q.   If we could turn to DPU Cross Exhibit 1 to

15   Section 5.01.  If we look at the bottom of the page, it

16   says:    "In the event that the Company incurs fees,

17        charges or costs as a result of the transportation

18        of a customer's gas to the Company's distribution

19        system by an upstream pipeline the Company will

20        provide a statement of such charges or costs.

21             "The customer will reimburse the Company for

22        all fees, charges or costs associated with such

23        transportation."

24             Did I read that correctly?

25        A.   I think you did.
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 1        Q.   How often has the company imposed reimbursement

 2   requirements on customers pursuant to 5.01?

 3        A.   We haven't.  That's one of the main purposes

 4   of this docket is to start instituting some kind of a

 5   charge for those services that are used.

 6        Q.   It seems like this matter has been under

 7   discussion for quite some time.

 8        A.   Yes.

 9        Q.   In connection with that, do you recall meeting

10   with the transportation customers during the first half

11   of 2014 about imbalances?

12        A.   Yes.

13        Q.   Isn't it true that as a result of those

14   meetings, what Questar learned influenced the Company's

15   proposal in this document?

16        A.   Absolutely.  Yeah.  In fact, in those meetings,

17   well, even in all three of those meetings we talked about

18   this charge.  We proposed a few different options to the

19   customers, and based on some of their feedback, that's --

20   we used that feedback to develop this rate.

21        Q.   But despite the fact that you learned

22   information from those meetings that influenced your

23   decisions and your proposal, you don't want to pursue

24   a workgroup; is that right?

25        A.   That's right.

0029

 1        Q.   When the Company imposes what I'll call an OFO,

 2   operational flow order, when is that triggered?

 3        A.   Well, so, an operational flow order is also

 4   called a daily restriction just so you know.  We'll

 5   probably use those terms interchangeably.

 6             And once again, I'm going to give you a very

 7   high-level answer, and you can ask Mr. Schwarzenbach for

 8   the actual details because he's the one who issues those

 9   OFOs.  But it would be -- and the way, if you read in the

10   tariff, it's any time there is an operational or a supply

11   concern, Questar Gas has the ability to issue one of

12   those OFOs or daily restrictions.

13        Q.   And the tolerance level that prompts an

14   issuance of an OFO is plus or minus five percent?

15        A.   I know OFO can be -- it could be plus or minus

16   five percent.  It can be zero percent.  It can be ten

17   percent packing, zero percent drafting.  I mean, it just

18   depends on the operational situation that the company's

19   in.  So, yeah, it's not just set at plus or minus five

20   percent.  It really depends on the situation.

21        Q.   The five percent, though, is what you're asking

22   for here as a daily balancing restriction; is that right?

23        A.   Not a daily balancing restriction.  I'm giving

24   them a tolerance of five percent on the transportation

25   imbalance charge.
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 1             So, for -- I mean, the assumption here is that

 2   they're using the services every day.  And as long as

 3   they maintain their imbalance within plus or minus five

 4   percent, they won't be charged for those services even

 5   though they are using them, but it's kind of --

 6             You know, as we -- we talked about the working

 7   group.  That seemed to be more palatable to the customers

 8   that we discussed this with.

 9             And so, we did that kind of as a compromise.

10   And I think it's fair because it gives them, you know,

11   some incentive to try and get their nominations in

12   balance.

13             MS. SCHMID:  Thank you.

14             CHAIRMAN LAVAR:  Is that all, Ms. Schmid?

15             MS. SCHMID:  Yes.

16             CHAIRMAN LAVAR:  Okay.  Mr. Dodge?

17                      CROSS-EXAMINATION

18   BY MR. DODGE:

19        Q.   Thank you, Mr. Chairman.

20             Good morning, Mr. Mendenhall.

21        A.   Good morning.

22        Q.   We don't have the pleasure it seems of regular

23   Questar proceedings in this Commission anymore.  It seems

24   like they're fairly sporadic.  So, I think it's important

25   for us to make sure we all understand what we're talking
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 1   about.  I'm going to ask you some relatively basic

 2   questions and hope that you can help.

 3        A.   Great.

 4        Q.   First of all, the cost that you're talking

 5   about here charging transportation customers for --

 6        A.   Yes.

 7        Q.   -- are upstream meaning Questar Pipeline, your

 8   upstream affiliate; right?

 9             It's services on that part of the pipeline

10   in the form of transportation services, no-notice

11   transportation services, and storage services; correct?

12        A.   So, they are contracts that Questar Gas has

13   on the upstream pipeline, Questar Pipeline, to help

14   remedy the imbalances of sales customers.

15        Q.   Correct.  And all of those services were

16   purchased exclusively 100 percent for the sales

17   customers; correct?

18        A.   Correct.  And they are being used sometimes

19   by the transportation customers.

20        Q.   You have not at any point identified an

21   incremental amount of upstream services that you need

22   to purchase or will purchase for your transportation

23   customers; correct?  Is that correct?

24        A.   Yes, because the way I proposed this, it would

25   be -- the rate would be available to or the services
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 1   would be available to transportation customers on an

 2   interruptible basis.

 3             So, yes, we've created a volumetric

 4   reimbursement charge to the sales customers and we will

 5   not go out and purchase additional service with the

 6   transportation customers.

 7        Q.   And that maybe lie in contrast to some

 8   utilities who actually purchase transportation, either

 9   firm or interruptible, and upstream balancing and

10   no-notice services on behalf of their transportation

11   customers.  Are you familiar with any utilities that

12   do that?

13        A.   I am not, no.

14        Q.   If there were no transportation customers

15   on your system, you'd still buy the exact amount of

16   upstream firm services for your GS customers; correct?

17        A.   Correct.

18        Q.   If there were only transportation customers

19   on your pipeline, if you were only a distribution company

20   and not a gas sales company, you would buy no upstream

21   services; correct?

22        A.   Well, so, there's two ways to manage imbalances

23   on the system.  And I'm not an expert, so if you want to

24   get into details, you can ask Mr. Schwarzenbach.

25             But ultimately the gas has to be balanced
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 1   somehow.  So, if there were only transportation customers

 2   on the system, you'd have two options.

 3             One would be to go out and purchase those

 4   services.  The other would be to physically control the

 5   amount of gas that they're using.  So, to monitor their

 6   usage and when they're short, you call them up and say,

 7   you need to go out and buy more gas.

 8             And if they kept burning, you actually

 9   physically reduce the amount of gas that they use.

10             So, Questar Gas hasn't actually gone out and

11   tried to figure out what we would do in that situation,

12   but those would be the two options available at least

13   from my understanding.

14        Q.   Just so you understand, and I can raise this

15   with Mr. Schwarzenbach, but are you familiar with the

16   data response that he made to OCS 3.10 when he was asked,

17   if you had only transportation customers, would you buy

18   upstream services and he said there would be no need

19   but we might have more restrictions?

20             Does that sound about right?

21        A.   I believe I read that data request.

22        Q.   Okay.  So, assuming Mr. Schwarzenbach is

23   correct, you wouldn't buy these services if you only had

24   transportation, but there may be other restrictions you'd

25   have to deal with; right?
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 1        A.   Correct.

 2        Q.   Is it a fair statement to say that

 3   transportation customers have never asked you to go buy

 4   upstream balancing services or transportation or other

 5   services on their behalf?

 6        A.   Yes.  But they have used them.

 7        Q.   So, this case, then, in your mind turns on use,

 8   not on your traditional cost incurrence, cost causation

 9   type allocation of cost; is that a fair statement?

10        A.   Well my rate is based on typical pipeline rate

11   design principles.  So, I think it is cost based.

12   We're proposing to charge transportation customers for

13   the cost that they would be paying if they were going out

14   on Questar Pipeline and using the same services.

15        Q.   Which they've never asked for?

16        A.   Correct.

17        Q.   So, and again, no incremental costs.

18             And normally, in regulatory proceedings,

19   we're allocating cost based on who causes the cost

20   to be incurred; correct?

21        A.   Well, there would be incremental costs.  In a

22   lot of cases when Questar Gas uses its contracts either

23   at the basin or on the transportation contract, you've

24   got fuel.  You've got injection/withdrawal costs.  Those

25   are actually incremental costs that are being paid
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 1   because of those imbalances.

 2        Q.   Well, we can talk about that later, but in

 3   terms of you buying the services, you've testified you

 4   would buy all of the same services regardless of

 5   transportation costs?

 6        A.   Correct.

 7        Q.   So, we're addressing this from a slightly

 8   different perspective than we're used to in this

 9   Commission; right?  We're talking about the value or the

10   use of services never asked for but provided by the

11   utility.  Is that a fair statement?

12        A.   Well, in my view the value and the cost are the

13   same.  I mean, we've got someone using services.  And

14   what I've tried to do is attribute the cost of those

15   services to that customer to reimburse the sales

16   customers for the services that the transportation

17   customer is using.

18             MR. DODGE:  And we'll go into that in a minute.

19   I'm going to ask the Commission if I might have an

20   indulgence.  I think because this is an issue that we

21   don't deal with very often before the Commission, I'd

22   like to apply my very poor artistic talents and do a

23   little graph on a chart with the chairman's permission --

24             CHAIRMAN LAVAR:  Yes.

25             MR. DODGE:  -- and then ask Mr. Mendenhall a
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 1   few questions about it.  And subject to your direction,

 2   Mr. Chairman, I would think that maybe right here would

 3   be the least ...

 4             MS. CLARK:  If you could move it a tiny bit

 5   back so Mr. Schwarzenbach and I could see as well.

 6             MR. DODGE:  Okay.  Does that work for

 7   everybody?

 8             (No verbal response)

 9   BY MR. DODGE:

10        Q.   I think it's important for us all to understand

11   what we're talking about, Mr. Mendenhall.  I'm just going

12   to draw a very simplistic drawing of the Questar

13   Pipeline, Questar Gas system and talk about the services

14   we're discussing?

15             And I'm going to start up here and I'm going to

16   simplify your system dramatically and say that there are

17   three groups of customers; transportation customer one,

18   transportation customer two, and Questar Gas; okay?

19             Each of those secures gas in the field, and I

20   won't draw the upstream gas coming in, but they, each of

21   them then nominates a volume of gas in the Questar

22   Pipeline; correct?

23        A.   Correct.

24        Q.   And over here I'm going to draw Clay Basin just

25   to represent your storage rights.
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 1        A.   Correct.

 2        Q.   Then Questar Pipeline delivers the gas

 3   delivered to it and Questar Gas Company; correct?

 4        A.   Correct.

 5        Q.   And then Questar Gas Company delivers the gas

 6   delivered to it down to the actual burner tips for

 7   customers T-1, T-2, and here there are 900,000; right --

 8        A.   Right.

 9        Q.   -- to the QGC sales customer.  Sorry.  I don't

10   write very well.  Okay.  Now, I'm going to make up some

11   numbers to kind of illustrate the next question I wanted

12   to ask you.  Let's assume on a given day that -- and I'm

13   going to make up units that make no sense but there are

14   easy to deal with.

15             Let's assume on a given day Questar Gas Company

16   nominates 100 units of gas and transportation customer

17   one nominates 15 and two nominates 35 for a collective

18   nomination into the Questar Pipeline system for delivery

19   to Questar Gas of 150 units; okay?

20        A.   Okay.

21        Q.   Let's assume that all that gas shows up and

22   there are no restrictions down the pipeline, so it all

23   shows up at the city gates; okay?

24             On any given day, what these customers burn

25   is going to be different from that every day; right?
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 1        A.   That's right.

 2        Q.   And let's pretend for this purpose that

 3   transportation customer one burns only 13 of the 15 that

 4   it nominated meaning there's a surplus in the system of

 5   two, a two-unit over delivery or imbalance; right?

 6        A.   Right.

 7        Q.   And I'm going to round, but that's roughly a

 8   13 percent over delivery for that particular customer.

 9   T-2, let's say it delivers 34 or it burns 34 of the 35

10   that it nominated leaving a one unit -- or, excuse me,

11   a one-unit over delivery which is roughly three percent.

12             Let's say the Questar Gas customers

13   collectively burn 93 of the hundred units leaving a

14   seven.  On this day we're saying everyone was over

15   delivering.  We all used less than we expected to use.

16   So, it's a plus seven over delivery which again is

17   roughly 70 percent for Questar Gas.

18             As I understand it, what you're telling us is

19   that because Questar Pipeline -- excuse me, Questar Gas

20   Company has bought services on Questar Pipeline in the

21   form of no-notice service, firm transportation, and

22   storage, because of that -- I forgot to add -- these add

23   up over here to 140; okay?

24        A.   Okay.

25        Q.   Meaning there's a plus ten delivery.  There's a
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 1   ten-unit imbalance; right?

 2        A.   Right.

 3        Q.   And as I understand what you've explained,

 4   because you have no notice, you collect all ten of these.

 5   You take all ten of these, not just the seven that

 6   Questar Gas burned but all ten and you subtract it.

 7             There's an automatic after-the-fact subtraction

 8   from Questar's nominations meaning that its nominations

 9   are adjusted to 90 and those ten are considered deposited

10   into Clay Basin.

11        A.   I believe that is correct.

12        Q.   So, what you're saying is you've actually not

13   only cured the imbalance of Questar Gas Company's

14   GS customers but the three-unit over delivery of the

15   transportation customers so that now, getting them to

16   this point, there is a balance in the system; right?

17        A.   With a balance of ten?

18        Q.   Yeah.  Now that you've subtracted ten out and

19   your nomination's gone to 90, now this is in balance

20   in total?

21        A.   Correct.

22        Q.   Now, it's important I think to understand,

23   we're not talking about who paid for this gas or who's

24   going to ultimately use it; right?  There's ten

25   dekatherms, whatever you want to use.  There's ten units
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 1   of gas that got delivered to the system --

 2        A.   Right.

 3        Q.   -- that didn't get burned.

 4        A.   Right.

 5        Q.   And someone paid for it.  And you've put them

 6   here into Clay Basin at least through this automatic

 7   after-the-fact adjustment.

 8             But we're not talking about the value of the

 9   gas; right?  In other words, these customers all still,

10   including Questar, have to deal with the gas they paid

11   for and didn't use through a monthly commodity --

12        A.   Right.

13        Q.   -- balance?

14        A.   So, by the end of the month, all of that gas

15   would be paid back, the two on the one and the one on the

16   other and it would all be trued up to zero.

17             What we're talking about is the upstream

18   services that are being used.

19        Q.   Right.  This guy's job would be sometime during

20   the month to under deliver one unit if this was the

21   only --

22        A.   Right.

23        Q.   -- imbalance it had so that by the end of the

24   month, it's at least within a five percent tolerance

25   on Questar Gas and on Questar Pipeline; right?
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 1        A.   Correct.

 2        Q.   That needs to be run.  But what we're talking

 3   about is not that, not the value of the gas or the

 4   monthly commodity balancing but rather the pressure

 5   issue, right, of who's delivering what and keeping these

 6   in balance; right?

 7        A.   Right.

 8        Q.   Okay.  Now, I'm going to come back to that but

 9   I'll sit back down for just a moment and come back to it

10   in a minute with some more questions.

11             You've indicated that in your view, and you

12   said it here on the stand as well as in your testimony,

13   that in this case, that the value of these services that

14   we've just described, this daily balancing of deliveries

15   and burn, if you will, is the same as its cost; right?

16        A.   Correct.

17        Q.   Isn't it a fair statement that that is in fact

18   true as to the GS customers?  In other words, for a GS

19   customer, you've decided, and I don't think anyone's

20   challenged it, your GS customers won't tolerate any kind

21   of interruption or imbalance or pressure problems or

22   whatever.  And so, they're willing to pay for these

23   expensive services.

24             And they are somewhat expensive, right, the

25   upstream services, so that they don't have to worry about
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 1   it and Questar Gas doesn't have to worry about balancing

 2   on a daily basis.

 3             You've paid to eliminate that problem; right?

 4        A.   So, you need those services to take care of

 5   all three of those imbalances on that given day.

 6        Q.   Well, let's talk about that in a minute,

 7   but have you ever done any analysis on this docket

 8   on what the value of those services might be to a

 9   transportation customer?

10        A.   I have not.

11        Q.   Isn't it critical if your theory is this is not

12   cost incurrence but use or fairness or value, isn't it

13   critical that you know what is it worth to these

14   customers to have you do this for them than to look at

15   what the value is to your Questar Gas customers to have

16   you do it for them?

17        A.   To me, I'm using the services that is general

18   sales or all the sales customers have paid for, and so

19   I'm saying, because you use those services, you need to

20   pay for the cost of those services.

21        Q.   Well, what if they don't want them or need

22   them?

23        A.   Well, then I guess they could go out and find

24   some other way to manage their balances.

25        Q.   But you're not allowing them to, are you,

0043

 1   by your proposal?

 2        A.   No.

 3        Q.   And let's talk about why that is.

 4   Theoretically, Questar Gas could say, look, we're only

 5   out of balance seven.  Let's just go up here and subtract

 6   seven, adjust our nomination, put just seven, our

 7   customers' gas in here and will let's these guys

 8   flounder.  Theoretically you could do that; right?

 9        A.   I guess, yeah.

10        Q.   Practically, why you can't do that because you

11   don't meter these guys on a realtime basis, so you don't

12   have a clue what they're burning as it's happening;

13   right?

14        A.   We get their usage once a day.  So, we need

15   those services to keep things in balance.

16        Q.   But you don't know until after the fact whether

17   this is seven or some different number; right?

18        A.   Correct.

19        Q.   In fact, the way you figure it out is you take

20   the total burn and subtract out these that are metered

21   and say the rest is your GS customers; right?

22        A.   Yeah.  In fact, we don't know the imbalances

23   on any of those three customers.

24        Q.   Exactly.  So, because you don't know realtime

25   data for your QGC customers, your GS customers, you end
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 1   up doing this adjustment that eliminates the entire

 2   imbalance.

 3             If you could do that, if you could cut off

 4   Questar Gas and say, you guys are on your own, did this

 5   guy need your services that day?

 6        A.   To be -- well, Questar Gas has no imbalance

 7   on their system.  So, yes.

 8        Q.   You're talking about Questar Pipeline.

 9   These are upstream Questar Pipeline charges you're trying

10   to collect.

11        A.   Correct.

12        Q.   And so, did this guy need your services on

13   Questar Pipeline this day when he is within --

14             Well, let's step back.  Questar Pipeline allows

15   a five percent tolerance on a daily basis; right?

16        A.   For sales customers it does not because

17   everything is remedied through no-notice sales and for

18   transportation storage.

19        Q.   I'm talking about for transportation customers.

20             They're allowed a five percent daily tolerance

21   on the Questar Pipeline; right?

22        A.   Okay.

23        Q.   And so, to deal with this part of the system,

24   the Questar Pipeline upstream services you're talking

25   about, this person didn't need that service that day.
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 1             Now, this person -- because he's within five

 2   percent.  And Questar pipelines is like Questar Gas's

 3   current tariff.  They only impose the five percent when

 4   they need to, right, when there are pressure and

 5   reliability and other system constraints, that's when

 6   they impose the five percent; right?

 7        A.   But they still would need some kind of remedy

 8   because they cannot carry a three percent imbalance

 9   on the Questar Gas system.

10        Q.   Well, let's leave Questar Gas out --

11        A.   If you're saying Questar Pipeline's going to

12   take care of that for them for free, then I guess that's

13   your argument.

14        Q.   I'm saying right now you're talking about

15   Questar Pipeline services that you say we're using.

16   So, right now I'm focused on the Questar Pipeline system

17   and the services they provide that you say that these

18   customers are using.

19             I'm saying, under my scenario, if this were

20   possible that Questar Gas only dealt with its own sales

21   customers, this customer wouldn't need help dealing with

22   a Questar Pipeline imbalance that day.

23        A.   If Questar Pipeline could carry them with a

24   five percent, then that's correct.

25        Q.   Unless they issued an OFO.
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 1        A.   Correct.

 2        Q.   And on a daily basis, there's a five percent

 3   tolerance only in force when Questar Pipeline concludes

 4   there's a supply issue that they have to restrict them

 5   burning; right?  In other words, the five percent is

 6   there but it isn't enforced any more than yours has been

 7   on a daily basis; right?

 8        A.   Sure.

 9        Q.   This customer's 13 percent out.  It might need

10   it depending on whether Questar Pipeline that day said

11   you've got to live within your tolerance or you've got

12   to live to a zero tolerance or whatever Questar Pipeline

13   might order in an OFO; right?

14        A.   Correct.

15        Q.   But absent that, this customer wouldn't even

16   need the upstream services to deal with Questar Pipeline

17   as long as they worked it off by the end of the month

18   for the commodity purpose; right?

19        A.   No.  In that given instance on that given day,

20   they would be using those services.

21        Q.   No.  I'm saying, if all you did was adjust the

22   seven that the GS customers used in the Clay Basin

23   leaving these guys with their imbalances, Questar

24   Pipeline would deal with them individually somehow

25   on the five percent tolerance; right?  But if they didn't
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 1   impose it, neither one would have to make any adjustments

 2   that day?

 3        A.   I guess I'm not following you.

 4             Are you saying they're now under 13 percent

 5   out of balance?

 6        Q.   I'm saying, these guys are 13 percent out of

 7   balance.  Plus their pipeline has a five percent

 8   tolerance for its transportation customers.  They have

 9   therefore an out-of-tolerance imbalance that they may

10   have to deal with if Questar Pipeline tells them you've

11   got to limit yourself to five percent or zero percent

12   because of upstream constraints, they will, they will

13   have to.  If they don't -- with huge penalties if they

14   don't; right?  If they don't tell them that, this

15   actually would carry into a monthly commodity?

16        A.   No, that's not right.  On that given day,

17   Questar Gas would end up using their no-notice

18   transportation storage services to remedy that imbalance

19   because this is on a daily basis.  So, on a daily basis

20   Questar Gas has to be in balance.

21        Q.   With the five percent tolerance for

22   transportation customers.

23        A.   Each customer is 13 percent out of balance.

24   So, I guess I'm not understanding how 13 percent and

25   five percent magically, you know, equal.
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 1        Q.   I'm just saying the five percent on Questar

 2   Pipeline is like your current five percent tariff.  And

 3   that is, it's enforced when it needs to be, not every

 4   day.  And you would have a five percent -- or these T-1

 5   and T-2 customers would have the benefit of this five

 6   percent imbalance if Questar Gas Company left them to

 7   their own devices instead of using their Questar Pipeline

 8   upstream services to serve them.

 9             Do you disagree with that?

10        A.   I still think -- Questar Gas has to -- it

11   balances every single day.  And so, I guess the way the

12   system's set up, those transportation customers aren't

13   left to their own devices with Questar Pipeline.  They

14   rely on the operator Questar Gas to bring them into

15   perfect balance every day.

16        Q.   That's because you've chosen that for them.

17   You've forced that upon them, not because they need it.

18   If they could balance with Questar Pipeline within the

19   five percent, they wouldn't need those services;

20   would they?

21        A.   Well, T-1 would because it's 13 percent out of

22   balance.  So they need the services on that given day.

23        Q.   For the delta above five percent?

24        A.   Correct.

25        Q.   Okay.  But they would have a five percent
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 1   imbalance tolerance there; right?

 2             So, when you say this is the value to them,

 3   isn't -- to understand the value to the TS customer,

 4   not to your GS customers, the value of these services

 5   to a TS customer, doesn't it depend upon their next

 6   acceptable least cost alternative?

 7             In other words, if you didn't do this for them,

 8   what would they do?  And if they had a five percent

 9   tolerance and then had to deal with potential

10   restrictions above the five percent, what if that's

11   a less costly and a more acceptable approach for TS

12   customers?  Are you giving them that option?

13        A.   No.

14        Q.   And are you familiar that some pipeline -- some

15   LVCs actually do give that option to their transportation

16   customers?  They give them an interruptible balancing

17   service, they give them a firm balancing service.

18             They offer services and different things to

19   allow them to decide what level of intolerance they're

20   willing to live with?

21        A.   I'm not familiar with what other LVCs are

22   doing.

23        Q.   So, in your view, even though this is not a

24   typical incremental cost incurrence allocation but a use

25   and a fairness type of an adjustment or a value
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 1   adjustment, you don't think it's important to evaluate

 2   what this is worth to the very customers you're claiming

 3   to benefit?

 4        A.   No, because what you're talking about here is a

 5   hypothetical situation.  What really happens is Questar

 6   Gas as the operator takes care of all of the balances

 7   for all of the customers.  That's the way it works.

 8             And so, because it takes care of all the

 9   balances and because it has a no-notice upstream and

10   storage services, there is no five percent imbalance

11   on the system.

12             So, it's great that hypothetically we --

13   if they were left to their own devices, the pipeline

14   would give them five percent.

15             Well, what happens in actuality is those sales

16   customers would end up paying for that additional five

17   percent because there is no five percent wiggle room with

18   these services.  The services take care of all the

19   imbalances.

20        Q.   And that's because you've chosen to do it that

21   way?

22        A.   I don't know if that's because I have chosen to

23   do that way or if that's the way the tariff's written

24   or -- I actually don't know why it's done that way.

25   That may be a question for Mr. Schwarzenbach.  I'm not
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 1   that familiar with the gas supply area.

 2        Q.   You indicated that you do this as a balancing

 3   service you're offering, but nowhere in your tariff does

 4   it suggest you're offering a balance service to the

 5   customers; right?

 6        A.   No.  But in my tariff is the Division question

 7   either in Section 5.01, I am allowed to receive

 8   compensation for the upstream services that I provide.

 9        Q.   Let's talk about that tariff.  That tariff is

10   addressing any program or penalties or payments that

11   Questar Pipline imposes on you because of imbalances

12   or other problems your customers cause; is it not?

13        A.   That's not the way I read it.

14        Q.   That's not how you read it?

15        A.   No.

16        Q.   Well, let's read it again.

17        A.   Okay.

18        Q.   That was in Section 5.01.

19        A.   Yeah, under the fees, costs, and charges

20   section.

21        Q.   "In the event the company incurs fees, charges

22        or costs as a result of transportation by an

23        upstream pipeline, the company will provide a

24        statement of those charges or costs."

25             That doesn't sound to you like if you incur a
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 1   cost on Questar Pipeline that you can pass it on by

 2   sending the statements and here's what we just bought

 3   on Questar Pipeline for your behalf or the penalty we

 4   just paid on your behalf for Questar Pipeline?

 5        A.   I think it sounds like that, but I also think

 6   any time you're using services that have a cost,

 7   I should be able to be reimbursed for them.

 8             MS. CLARK:  If I may interject, Mr. Dodge has

 9   paraphrased I think the section that Mr. Mendenhall read

10   into the record earlier.

11             And for clarity purposes, I'd like him to do so

12   again so we're all speaking about the same words.

13   BY MR. DODGE:

14        Q.   Well, yeah, you can read if you'd like to.

15        A.   Do you want me to read it?  I'll read it.

16        Q.   I don't care.

17        A.   "In the event that the company incurs fees,

18        charges or costs as a result of the transportation

19        of a customer's gas to the company's distribution

20        system by an upstream pipeline, the company will

21        provide a statement of such charges or costs.  The

22        customer will reimburse the company for all fees,

23        charges or costs associated with such

24        transportation."

25        Q.   And you've provided those statements, have you,
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 1   regularly over the last 25 years?

 2        A.   No, we've not.  So, that's what the purpose

 3   of this proceeding is is to begin charging for those.

 4        Q.   And so, if you read that statute that way,

 5   the company's been negligent in not -- in passing those

 6   costs on in the past and sending statements; right?

 7             MS. CLARK:  I'm going to object to the

 8   argumentation in the question.

 9             CHAIRMAN LAVAR:  Any comment to the objection?

10             MR. DODGE:  No.  I'll withdraw it.

11             CHAIRMAN LAVAR:  Okay.

12             THE WITNESS:  Can I answer that question?

13             MR. DODGE:  You better ask your attorney to

14   withdraw the objection.

15             MS. CLARK:  I withdraw my objection.

16             THE WITNESS:  One of the main reasons why we

17   have proposed this charge has come about from the last

18   couple of years.  I have not been that familiar with how

19   this works.  I didn't even really understand how

20   nominations work.

21             But over the past couple of years, we've had

22   a couple of supply curtailments and it's been my

23   department's responsibility to assess those fees for the

24   penalties incurred on those supply curtailments.

25             And as I began to look at the data, I realized
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 1   that the customers really were not nominating on a daily

 2   basis and they were carrying large imbalances every day

 3   which led me to realize that they really are using these

 4   services.  And I thought all along they were within close

 5   range every day and they weren't using these services.

 6             And so, to answer your question as to why

 7   we haven't done anything in the last 20 years, I didn't

 8   realize that it was this big of a problem until a year or

 9   two ago.  We've been talking about this for the last two

10   years.  And so, when it came to my attention that this

11   was as egregious as it was, that's the point where we

12   decided we needed to start doing something to charge

13   them for these services that they're using.

14   BY MR. DODGE:

15        Q.   So the answer to my question is, yes, you were

16   negligent in not recognizing that earlier?

17        A.   I'd say ignorant.  Not negligent.

18        Q.   Okay.  I'll go with ignorant.  This section

19   that you relied on talks about transportation of a

20   customer's gas.

21        A.   Right.

22        Q.   It doesn't talk about storage.  It doesn't talk

23   about no notice.

24        A.   Correct.

25        Q.   So, if you're only relying on that, only the
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 1   component for transportation ought to go into your

 2   charge; right?

 3        A.   Well, the Commission has approved other

 4   imbalance charges.  For example, the MT class that

 5   includes upstream, no notice, and storage.

 6        Q.   I understand that.  I'm saying, if this is what

 7   you're relying upon, it doesn't talk about storage or no

 8   notice services?

 9        A.   I am taking this a step further I guess.

10        Q.   Mr. Mendenhall, isn't charging -- back up.

11             The charge you're proposing to charge to

12   transportation customers, for every single dekatherm

13   of imbalance, not in excess of the five percent but every

14   single dekatherm of imbalance that they incur over the

15   month netted, all transportation customers collectively,

16   is the exact same rate that you're GS customers pay for

17   this on a 100 percent load factor basis; correct?

18        A.   It's a volumetric rate.

19        Q.   It's a volume -- you've converted what is a

20   demand or a charge, a fixed charge per unit to a 100

21   percent load factor volumetric rate for the

22   transportation; right?

23        A.   Correct.

24        Q.   And you've come up with other means of doing

25   that, but you're basically saying, we're going to charge
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 1   our transportation customers the exact same charge we're

 2   charging our GS customers when converted to a 100 percent

 3   load factor volumetric rate?

 4        A.   Well, I'm charging the volumetric version.

 5   I wouldn't say I'm charging them the same amount because

 6   my charge assesses I think five and a half percent of the

 7   no-notice cost of the transportation customers and four

 8   and a half percent of the storage costs.

 9             So, I think if you were to compare how much

10   they're using versus how much I'm assessing them,

11   I'm being very fair.

12        Q.   No.  I mean on a per-year basis.  It's the

13   exact same per-unit charge you're charging your

14   GS customers assuming 100 percent load factor?

15        A.   Correct, which they never reach.

16        Q.   So, if that's the case -- I mean, isn't this,

17   Mr. Mendenhall, like the company renting for its or

18   buying for its GS customers a Ferrari, picking up a TS

19   customer and transporting it when there's room and then

20   saying pay us the lease value of a Ferrari even if the

21   transportation customers would have said, I would have

22   been happy to walk, take my bike or ride a UGO, but

23   you're charging me the -- without being asked.

24             You didn't ask us if he wanted these services.

25   You don't give us another option.  We might have other
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 1   options that would be acceptable to us, but you're saying

 2   pay the Ferrari rate.

 3             Don't you think that's a fair analogy?

 4        A.   I think a better analogy is more like a bus

 5   pass where I'm paying a demand charge for the month and

 6   someone wants to use my buss pass for the day and so I

 7   let them use my bus pass.  And I say, well, if I take the

 8   value of my bus pass and divide it by 30, you're going to

 9   pay me for the day's worth of use.

10        Q.   Well, what if they say, we don't want to take

11   the bus.  We'll walk, thank you?

12        A.   That's the beauty of my opinion charge is they

13   have that option.  They can keep the nomination in

14   balance every day and they never have to pay to ride the

15   bus.

16        Q.   Someone pays for it because you charge -- and

17   we'll get into this in a minute and make sure this is

18   understood.  You say you've given them a five percent

19   tolerance.  That's not true in terms of calculating the

20   amount, the 1.7 million you want to collect from

21   transportation customers.  That is basing it on every

22   single net dekatherm net imbalance over the year, the

23   test period; correct?

24             A hundred percent.  Not over five percent.

25        A.   I'm netting all of the transportation customers
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 1   together for --

 2        Q.   You're netting them?

 3        A.   Yes.

 4        Q.   And their net imbalance every day from zero to

 5   whatever is what you add up and charge them on and that's

 6   how you got the 1.7 million?

 7        A.   You mean the net imbalance outside of the five

 8   percent?

 9        Q.   No.  I'm saying all of them.

10        A.   You're talking about when I calculate the rate?

11        Q.   When you calculate the revenue requirement that

12   you're now going to try and collect from transportation

13   customers, you don't give them a five percent tolerance.

14             You charge them for every dekatherm of

15   imbalance over the entire test period?

16        A.   That's exactly right because, as I mentioned

17   earlier, Questar Gas balances to zero every day.

18        Q.   By choice?

19        A.   I don't know if it's by choice.

20        Q.   For its transportation customers.

21        A.   You can ask Mr. Schwarzenback what it is.

22   But I don't know why but probably for operational

23   reasons.

24        Q.   Don't you think there's a big hole in this

25   record if there's been no demonstration of what the value
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 1   to the transportation customers is for this service by

 2   comparing it to what another option might be for them

 3   if you chose not to provide this service that they've

 4   never asked for?

 5        A.   Well, I don't know if I'm required to provide

 6   every possible analysis.  I mean, if the other parties

 7   thought that was a good methodology or analysis to use,

 8   they've had eight months to provide it on the record.

 9             The proposal that I have I believe is fair.

10   I believe it charges them accurately for the costs that

11   they use, and I don't feel like I'm being, you know,

12   I'm overreaching, especially when you compare it to the

13   MT rate that's currently approved.

14             I think it's a just and reasonable rate.

15   I think it's fair.  And customers don't have to pay it

16   if they keep their nominations in line.

17        Q.   Someone has to pay it.  One of the

18   transportation -- even if there's only one that goes

19   out of balance, they'll pay the entire charge; right?

20             You're saying the 1.7 million is collected

21   regardless of who pays for it.

22        A.   Well, actually, if they all keep their

23   nominations in balance over time, that 1.7 million will

24   decrease over time.  It will get smaller and smaller.

25        Q.   I understand.
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 1        A.   In a perfect world, if they were all in

 2   balance, the charge wold be de minimis.

 3        Q.   You say the record's been open.  Several people

 4   have said, including the Division at one point, you

 5   haven't provided enough information to calculate

 6   a fair charge.  Don't you think that's a legitimate

 7   response, too?

 8        A.   I think that was filed in direct testimony.

 9   And I believe now with all of the evidence on the record,

10   there is enough charge.

11             Ultimately, that will be up to the Commission

12   to decide whether there's enough evidence on the record.

13        Q.   You understand that the Company has the burden

14   of proof of establishing your charge; do you not?

15        A.   Yes.  And I believe we've met that burden.

16        Q.   Even without any evidence of what the value

17   to the customers that you're claiming to benefit is?

18        A.   Yes.

19        Q.   Let's talk now just a little bit about your

20   formula that leads to your rate because I think it's

21   important for the Commission to understand that as well.

22             First I'm going to ask some questions.

23             Is the goal here to be punitive to

24   transportation customers?

25        A.   No.
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 1        Q.   Is it to discourage transportation and

 2   encourage people to move back to sales service?

 3        A.   No.

 4        Q.   Is it to be the most restrictive LDC in the

 5   country in terms of daily imbalance requirements for

 6   transportation customers?

 7        A.   No.

 8        Q.   Is it because you think it's a fair way to

 9   allocate charges?

10        A.   It's because it's the -- first of all, I think

11   transportation customers should pay for what they use.

12   And a lot of the rate design was taken from feedback

13   we got from working groups.

14        Q.   I'm going to -- if we're going to go into

15   confidential settlement discussions and the feedback,

16   that's fine, but understand you're going there.

17             You also got feedback, we don't approve of this

18   charge at all and we thought there ought to be a five

19   percent tolerance before you started charging;

20   did we not?

21             MS. CLARK:  I'd like to object as well.

22   I don't believe Mr. Mendenhall is referring to

23   confidential settlement discussions.

24             MR. DODGE:  Well, I think he has.  He said that

25   was the feedback.

0062

 1             MS. CLARK:  I would like him to clarify that.

 2             THE WITNESS:  The feedback I'm talking about is

 3   we had three working groups in the beginning of 2014.

 4   BY MR. DODGE:

 5        Q.   And those weren't confidential settlement

 6   discussions notwithstanding the fact that your company

 7   said that at the beginning I think of each one --

 8        A.   No.  They weren't confidential.

 9        Q.   Okay.  Then I can cross-examine you about them.

10        A.   Absolutely.  Let's talk about them.

11        Q.   Okay.  Did the customers not say they did not

12   believe it was fair for you to impose, to calculate your

13   charge based on every dekatherm of imbalance because the

14   customers have a five percent intolerance --

15        A.   I --

16        Q.   -- on the pipeline?

17        A.   I don't remember them telling me that.

18        Q.   You don't remember that?

19        A.   No, I don't.  I remember them telling me that

20   they would like a five percent tolerance when the charge

21   is assessed because they felt like that was fair and

22   that would give the customers an option to keep their

23   imbalances in line.  But I do not remember this

24   discussion of a five percent on the calculation.

25        Q.   Who is it, the primary person who told you
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 1   that five percent ought to be there?

 2        A.   I believe it was you.

 3        Q.   It was me.  And I also argued you shouldn't

 4   charge on the first five percent at all.

 5        A.   Well, then maybe we were talking past each

 6   other because all I heard was the five percent

 7   assessment.  I never heard the five percent charge.

 8             MR. DODGE:  Let's talk just a minute, and with

 9   your indulgence, I'd like to do a slightly different

10   chart.  May I?

11             CHAIRMAN LAVAR:  Yes.  I will interject even

12   in the absence of a motion with concerns of the relevance

13   of what took place in workgroup meetings before the

14   filing in this docket.

15   BY MR. DODGE:

16        Q.   And I agree with that, Mr. Chairman.  I won't

17   go there again.  I thought they were confidential and I

18   wouldn't have gone there, but the witness did and I felt

19   like it was important to at least not to leave the

20   impression people agreed with his charge.

21   So, I won't go there again.

22             I'm going to ask you to kind of verify what I

23   understand to be your formula in your record; okay?

24        A.   Okay.

25        Q.   As I understand it, there are three primary
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 1   components.  One is a volumetric rate.  And then you

 2   multiply that by -- this is what I'm talking about.

 3   There is no five percent.  100 percent of the net

 4   transportation customer imbalances; right?

 5        A.   Correct.

 6        Q.   The net here is not net of sales customers

 7   imbalances but only the transportation customers

 8   aggregated together; right?

 9        A.   Correct.

10        Q.   And this is component two.  And then you divide

11   that by the total transportation customer imbalances

12   over the test period; correct?

13        A.   Well, the total transportation customers

14   outside of five percent.

15        Q.   So, this is where the five percent comes in

16   in your denominator, but in the rate part where you're

17   deciding the 101.7 million, you use a hundred percent

18   of the --

19        A.   Correct.

20        Q.   -- data for the imbalances?

21             And so, your approach is -- this would be QGC.

22   You're turning those into numbers.  And I'm going to use

23   just part of it, is roughly, you calculate a rate of 52

24   cents per dekatherm; right?

25             And again, there are more -- it goes out
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 1   further in your calculation.  I will abbreviate.  And you

 2   calculated roughly 3.3 million dekatherms --

 3        A.   Yes.

 4        Q.   -- of total imbalances and then you divide that

 5   by roughly 9.1 million.  This is a dollar.  Those are

 6   dekatherms; right?  9.1 million.  And that produces

 7   both a revenue requirement and a rate.

 8             And for Questar Pipeline, in your testimony,

 9   those numbers are 1.7 million and a rate of 19 cents;

10   right?

11        A.   Correct.

12        Q.   Again, rounding.  Let's talk for a minute about

13   the formula.  One major area of disagreement between

14   you and Mr. Higgins is that he believes this number,

15   this number two shouldn't be 100 percent of the net

16   transportation customer imbalances over the test period

17   but rather everything in excess of five percent like

18   you've done in the denominator; right?

19        A.   Correct.

20        Q.   That assumption alone accounts for more than

21   half of your revenue requirement rate; does it not?

22        A.   Right.

23        Q.   So, I'll just put this down.  UAE's

24   adjustment -- the one adjustment -- and this isn't

25   necessarily in order in the fee proposed -- is to change
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 1   this number right here from 3.3 million.

 2             So, item number two goes to, in his

 3   calculation, $790,000.  Excuse me.  Goes to 1.5 million.

 4   So, that number becomes 1.5 because, again, half of the

 5   imbalances are in that first five percent producing a

 6   revenue requirement of $790,000 and a rate with this

 7   adjustment alone of eight cents.

 8        A.   Right.

 9        Q.   Do you accept that?

10        A.   Yes.

11        Q.   He proposed a second adjustment to this same

12   number because some days when transportation customers

13   are long, sales customers are short and vice versa;

14   correct?

15        A.   Correct.

16        Q.   And in real life, when Questar does this

17   calculation to even up the nominations, what was

18   delivered into the system with what's burned, it nets

19   those.  It's the ten net.

20             So, if this had gone the opposite way, if this

21   had been a minus seven and this had been a plus three,

22   you would have just offset it by four; correct?

23        A.   Say that again.

24        Q.   Let's assume for a minute that instead of

25   Questar Gas over delivering, on this day let's pretend
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 1   there was a negative seven, they burned more gas than

 2   Questar Gas nominated for its sales customer.  There's a

 3   minus seven, a plus one, a plus two.

 4             It would end up with a minus four net,

 5   and that's the number that would go back as an adjustment

 6   into Clay Basin; right?

 7        A.   Right.

 8        Q.   So, his second calculation is that if you

 9   change this number again, this 3.3, item number two,

10   if you adjust it in addition to that 1.5, if you add to

11   that the imbalances offset when they offset each other,

12   then his number dropped to 1.3 million dekatherms and his

13   revenue requirement again for both of these adjustments

14   together is $692,000 and the rate is seven seconds.

15             Do you accept those calculations or those

16   numbers from Mr. Higgins' testimony?

17        A.   Yes.

18        Q.   So, if one were to conclude that it's fair

19   to transportation customers to recognize a five percent

20   intolerance on Questar Gas and Questar Pipeline and only

21   charge above that, that rate would drop more than in

22   half?

23        A.   Correct.

24        Q.   If you also decide it's fair to recognize the

25   reality that sales and transportation customers offset
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 1   each other, it would drop to .07 cents; right?

 2        A.   Correct.

 3        Q.   And then just to finish it, Mr. Higgins' third

 4   adjustment was to this number, the volumetric rate,

 5   52 cents; right?  Instead of 52 -- so, this is item

 6   number three of the formula.

 7             Instead of 52 cents which is made up of no

 8   notice, transportation -- no-notice transportation,

 9   firm transportation and storage, he said he didn't

10   believe the transportation component belongs; right?

11        A.   That's right.

12        Q.   Transportation customers do pay for their own

13   transportation when they deliver gas, when they deliver,

14   nominate these and deliver.

15             They pay for transportation, do they not?

16        A.   Yes.  And when they have an imbalance, they use

17   Questar Gas's transportation contract to bring excess gas

18   or to absorb the over delivery.

19        Q.   And they still have to pay for their imbalances

20   to Questar Pipeline because if they're over, they've got

21   to work that off by the end of the month or suffer a

22   sale; right?  So, if they're over, they still have to

23   work that out.  They will pay every dekatherm that they

24   burn to Questar Pipeline on the transportation system?

25        A.   To Questar Pipeline or Questar Gas?
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 1        Q.   For Questar Pipeline transportation.

 2             We're talking about the Questar Pipeline

 3   services.

 4        A.   Right.

 5        Q.   They will pay for every dekatherm they transfer

 6   including working off these imbalances; right?

 7        A.   You've kind of lost me there but --

 8        Q.   If on the next day the transportation customer

 9   says, wow, I've got a 13 percent --

10        A.   You're talking about the commodity?

11        Q.   Yes.

12        A.   Yes.

13        Q.   If ye says the next day, I've got to over

14   deliver or under deliver today by 13 percent, by two

15   units to work that off, he will pay for the extra two

16   he delivers; right?

17        A.   Correct.

18        Q.   So, they're not getting away without paying

19   for transportation.  You're saying, in addition to the

20   transportation they pay for every dekatherm they burn,

21   they should pay a portion of the GS customer's

22   transportation cost based on this automatic Clay Basin

23   adjustment that adjust noms and burn and usage?

24        A.   Yes, because you need that transportation

25   contract to make that possible.
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 1        Q.   I understand your argument.  Mr. Higgins said

 2   he doesn't believe that component, the transportation or

 3   the fuel gas reimbursement that goes with it belongs.

 4   And that reduces his -- that alone without the other two,

 5   these two are combined for this number but that alone

 6   reduces it, the value, to 847,000 here.

 7             MS. CLARK:  If I may interject an objection.

 8   And I hate to do it.  I want to let the record be as full

 9   and as clear as it can be.

10             I am concerned, however, that Mr. Dodge is

11   offering testimony and also attempting to make his case

12   through a cross-examination rather than his own witness.

13             And I would object on that basis to this whole

14   line of questioning.

15             MR. DODGE:  Well, if I may respond.

16             CHAIRMAN LAVAR:  You can respond, yes.

17             MR. DODGE:  I think it's appropriate for this

18   Commission to understand the differences.  He tried to go

19   through the differences and explain them.

20             I'm trying to cross-examine him on it.  I think

21   it's completely appropriate.  This is all in the record.

22   It can be derived from the record.  It's not as laid out

23   as simply as it is here.

24             CHAIRMAN LAVAR:  I think there's some merit

25   to the objection with respect to cross-examining
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 1   Mr. Mendenhall on his testimony.

 2             However, to the extent that Mr. Mendenhall has

 3   addressed these issues in rebuttal and surrebuttal,

 4   I think I'm going to allow the questioning to continue.

 5             MR. DODGE:  I'm almost done.

 6             CHAIRMAN LAVAR:  Okay.

 7   BY MR. DODGE:

 8        Q.   I just want the Commission and everyone to

 9   understand the components because what Mr. Mendenhall

10   said, he's went through each of these adjustments and

11   said it reduces it to just 20 percent I think was his

12   testimony or --

13        A.   Yeah.

14        Q.   -- something like that of his charge.

15   I'm showing the components to get to that 20 percent

16   and show that one assumption alone drives half of it.

17             Other assumptions also drive half.  These two

18   assumptions alone drive half of the difference between

19   the rates.  I think that's, you know, something the

20   Commission ought to understand.

21             And then just now what you did testify to, that

22   if you take -- and I'm sorry I'm such a bad -- I'm so bad

23   at drawing on these.

24             If you take UAE one through three, all three

25   of them, that's the number you referenced where he gets
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 1   to down to a $337,000 revenue requirement and a charge

 2   of 3.6 cents; right?

 3        A.   Correct.

 4        Q.   So, this assumption, these two assumptions that

 5   you make about not giving any tolerance when calculating

 6   the rate and including the transportation cost in the

 7   calculation, each of those drives basically half of the

 8   charge you're now proposing to charge transportation

 9   customers; correct?

10        A.   Correct.

11        Q.   Let's talk for a minute about your no-notice

12   service.  What components go into no notice?

13        A.   I believe there is a system demand charge,

14   but to make sure the record's correct, why don't we turn

15   to my direct testimony.  We can look at the table there.

16        Q.   And let me clarify.  I'm not asking about the

17   charge.

18        A.   Oh.

19        Q.   I'm saying, what comes with no-notice service?

20        A.   So, basically -- I don't need this.  I'll move

21   it back over here.  Basically, no notice is what we call

22   a fifth cycle nomination.

23             So, as we were talking, you mentioned that we

24   don't know what the imbalance is until the end day of the

25   day for the sales and the transportation customers.
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 1             And so, at the end day of the when it's all

 2   said and done, the no notice allows us to -- allows an

 3   adjustment to be made to take into account any imbalances

 4   that we had on our transportation contract and then the

 5   difference goes into Clay Basin.

 6        Q.   Do you know what cost components go into

 7   Questar Pipeline's determination of its no-notice charge?

 8        A.   Maybe I'll let you tell me because I'm guessing

 9   you do.

10        Q.   Well, I'm hoping you do.

11        A.   I'm trying -- I mean, I think there's a demand

12   component.  I can tell you the history of it.  I believe

13   back in the '90s you had Order 636 come out where the

14   Federal Energy Regulatory Commission ordered pipelines

15   to offer this balancing service or a larger suite of

16   balancing services to large customers like utilities,

17   electric generation customers.

18             And so, at that time the amount of no notice

19   was determined that would be available to Questar Gas,

20   and it was based on Questar Gas's historical experience.

21   And I'm not sure, you know, what costs go into that.

22   It's just a cost that's, you know, typically taken care

23   of in a general rate case.

24             So, you've got your transportation costs,

25   your storage costs, your no-notice cost, and in the 1995
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 1   rate case, it was determined, you know, what costs should

 2   be apportioned to that service and then that was agreed

 3   to by all the parties in settlement, and we've been

 4   paying that ever since.

 5        Q.   FERC Basically assigns cost; right?

 6        A.   Correct.

 7        Q.   It's a cost-based thing.  You don't know what

 8   bucket of costs go into determining no notice.

 9             Are there some transportation costs?

10             Are there some storage costs?

11        A.   I honestly don't know.  I don't know what it's

12   made up of.

13        Q.   But in any event, it's the no notice that

14   allows this after-the-fact adjustment --

15        A.   Correct.

16        Q.   -- to reconcile burn with delivery; right?

17        A.   Correct.

18             MR. DODGE:  Changing direction just a little,

19   and I'm not too far from being done.

20             To the Commissioners, I don't know when you

21   were hoping to have a break but I'm getting close.

22             CHAIRMAN LAVAR:  Thank you.

23   BY MR. DODGE:

24        Q.   Changing direction just a little bit, you were

25   asked to identify any utilities you were aware of that
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 1   impose some kind of daily balancing restriction on their

 2   transportation customers; right?

 3        A.   In a data request?

 4        Q.   In a data request.  And the company came back

 5   with three that you've identified.

 6             Have you reviewed the tariffs of those three?

 7        A.   Not recently.  I think I briefly looked over

 8   them when we answered the data request.

 9        Q.   Is it consistent with your memory that the

10   Southwest Gas -- and I do have them and we can go through

11   them if you'd like.  Tell me if this is consistent with

12   your memory, that the Southwest Gas which was the only

13   utility in the western part of the United States that you

14   identified.

15        A.   Right.

16        Q.   It's in Las Vegas.  It's in Nevada; right?

17        A.   Right.

18        Q.   The Southwest gas allows a 25 percent daily

19   intolerance?

20        A.   I believe that's right.  I don't know all the

21   specifics of it but I think in general that's how it

22   operates.

23        Q.   And if someone goes over that, they charge if

24   there are incremental upstream charges imposed on them;

25   correct?
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 1        A.   That I don't remember but I will agree.

 2   Subject to check, that's correct.

 3        Q.   You also identified Vectren in Ohio.

 4             Is it consistent with your memory that they

 5   have a 15 percent daily tolerance and any excess above

 6   15 percent is cashed out on a commodity basis?

 7        A.   That I don't remember but I will agree subject

 8   to check.

 9        Q.   And then, lastly, you identified Baltimore Gas

10   and Electric in Maryland.

11             And is it consistent with your memory that they

12   have a daily balancing fee that they charge to suppliers

13   for the total of gas delivered by a given supplier into

14   the system?

15        A.   I think that's correct, yes.

16        Q.   Did you review those tariffs enough to know

17   that all three of those allow agent-level aggregation

18   for nomination and imbalance purposes?

19        A.   No, I did not.

20        Q.   Would it surprise you that every utility

21   identified by both by you and by the Office's witness

22   allow agent-level aggregation at least in some form

23   for imbalance purposes?

24        A.   I don't know if it would surprise me or not

25   but I trust what you're saying.
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 1        Q.   If that were the case, wouldn't your proposal

 2   not make you the most restrictive daily imbalance utility

 3   in the country that we know of at least?

 4        A.   Well, I think you have to look at out proposal

 5   in terms of all the other tariff provisions that these

 6   utilities have.  Clearly, we have explained or expressed

 7   concern over having customers nominate on a daily basis

 8   and Mr. Schwarzenbach talked about that.

 9             And I don't know if the other utilities have

10   policies in place that allow or that help mitigate the

11   operational concerns that we have.  And so, that allows

12   the aggregation of the rate to be effective.  So, I guess

13   I can't speak to that because I don't know the whole

14   package of policies that they have in place.

15             But the purpose of our rate was to try and

16   incent customers to change their behavior.  And whether

17   that works or not I guess is to be seen, but that was

18   the hope.

19        Q.   Mr. Mendenhall, going back briefly to this

20   illustration, the reality is, you have 300 instead of

21   two transportation customers; right?

22        A.   Correct.

23        Q.   But if we drew 300 lines here and added them

24   all up to these exact same numbers, the adjustment here

25   would be the same?
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 1        A.   Correct.

 2        Q.   So, the use of the no-notice service is not

 3   effective whether it's done at an agent aggregated level

 4   or done at an individual customer level; right?

 5        A.   Correct.

 6             MR. DODGE:  You testified -- may I approach?

 7             CHAIRMAN LAVAR:  Yes.

 8   BY MR. DODGE:

 9        Q.   Here's a cross-examination exhibit.

10             You testified that nobody had essentially

11   fleshed out a proposal for allowing agent-level

12   aggregation for these imbalance charges.  And I'm going

13   to ask you if you read testimony proposing that your

14   agency agreement be adjusted to allow for this.

15             Did you see testimony in the record to that

16   effect?

17        A.   Could you remind me of who may have written

18   that testimony?

19        Q.   Yeah.  We can find it and give you the specific

20   cite.  You don't recall reading it?

21        A.   I may have.  I couldn't tell you right now who

22   wrote it and where it was though.

23             (UAE Cross Exhibit 1 marked)

24   BY MR. DODGE:

25        Q.   I'd like to mark this as cross-examination
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 1   Exhibit UA 1 and ask you if you recognize it?

 2        A.   I don't -- well, I recognize it.  It's the

 3   customer agency assignment agreement, but I would not say

 4   that I'm familiar with this document.

 5        Q.   And attached to it is what's called a QuestLine

 6   access agreement.

 7             Would you accept subject to check that if I'm

 8   a transportation customer and I choose to have an agent

 9   do anything on my behalf, I have to sign this document?

10        A.   Yes.

11        Q.   And the QuestLine agreement with it?

12        A.   Yes.

13        Q.   In that document, paragraph one identifies the

14   agent.  Paragraph two says the customer will be bound by

15   what the agent does.  Paragraph three says --

16        A.   I'm sorry.  Are we looking at the --

17        Q.   The first page.

18        A.   -- the front page?

19        Q.   The first page.

20        A.   Okay.

21        Q.   Paragraph three says the customer will provide

22   the access code to QuestLine?

23             MS. CLARK:  I'm going to object to this entire

24   line of questioning.  The witness has testified that he's

25   not familiar with this agreement.  And we're kind of

0080

 1   racing through it.  He's not had an opportunity to

 2   review it.  He did not testify that he's participated

 3   in its preparation or had any contact with it before

 4   today.

 5             MR. DODGE:  I'm responding to his testimony

 6   that there's no proposal in this docket that fleshes out

 7   how an aggregation work.  And I'm responding, yes, there

 8   is and it's this agency agreement that is referenced.

 9             MS. CLARK:  I would request a citation to the

10   record on that.  I believe he also testified he didn't

11   recall specifically.

12             MR. DODGE:  Then I would request a break if

13   we're going to play these games.  I'd request a break

14   and let me go find it.

15             CHAIRMAN LAVAR:  I think this issue does

16   warrant a break.  So, why don't we reconvene at 12 --

17   before we break, let me just make a comment.  I should

18   have thought to say something about this issue earlier.

19             We stream these proceedings as a courtesy.

20   You know, our official record is through the court

21   reporter.  We may be disadvantaging anyone who's relying

22   on the streaming when you're away from your microphone.

23             I don't know the extent to which that's an

24   issue for anyone, but I just wanted to make that point.

25             MR. DODGE:  Thank you.
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 1             CHAIRMAN LAVAR:  And we'll be on break until

 2   20 minutes until 11.  Thank you.

 3             (Recess taken 10:28 a.m. to 10:41 a.m.)

 4             CHAIRMAN LAVAR:  Okay.  We are back on the

 5   record, and we will continue with Mr. Dodge.

 6   BY MR. DODGE:

 7        Q.   Thank you, Mr. Chairman.

 8             Mr. Mendenhall, if you're not familiar with the

 9   agency agreement, I won't ask you questions about it.

10        A.   Okay.

11        Q.   But let me ask you, do you not understand how

12   the parties are proposing that agent-level aggregation

13   would work?

14        A.   I'm not -- I guess -- I -- no, I'm not familiar

15   with exactly how it works.

16        Q.   Do you know that the utility knows when a

17   customer signs an agent to nominate on its behalf?

18        A.   I would not -- I would refer to

19   Mr. Schwarzenbach on that one, too.

20        Q.   If that were the case, if it's the case that

21   Questar knows when an agent has been designated to

22   nominate, would it not be a simple matter for the company

23   to aggregate all the customers of that agent, assess the

24   penalty based on the aggregated numbers, and then assign

25   penalties based upon either pro rata or how they are
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 1   instructed by the agent?

 2        A.   Once again, I'm not familiar enough with that

 3   to answer.  I'd refer to Mr. Schwarzenbach.

 4        Q.   Mr. Mendenhall, you propose that this charge

 5   be adjusted each six months within the pass-through

 6   filings; is that right?

 7        A.   Correct.

 8        Q.   Currently, transportation customers don't

 9   participate in 191 pass-through filings typically because

10   they don't buy gas services.

11        A.   Correct.

12        Q.   Do you understand that?

13        A.   Yes.

14        Q.   So, you understand that would become burdensome

15   on those customers to have to now start participating in

16   those documents if they felt the need to analyze the

17   calculation of the imbalance penalty?

18        A.   Well, I think it's a good proposal because,

19   first of all, I would assume that some of these customers

20   would reduce their balances and by filing twice a year

21   would give them the opportunity to reduce that rate over

22   time.

23        Q.   But you do understand it would mean they would

24   now have to incur expenses not only in doing daily

25   balancing if there's no aggregation or in other words,
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 1   hiring someone, using someone to try and stay within the

 2   imbalance tolerances every day, but also then participate

 3   in pass-through dockets if they care about how that rate

 4   is calculated?

 5        A.   If they care about how the rate is calculated,

 6   they would need to participate, but I think it would

 7   end up being a mechanical approach that would just be

 8   calculated once every six months.

 9             So, I guess I don't know why would really need

10   to be involved unless they really wanted to be.

11             MR. DODGE:  Okay.  I have no further questions.

12   Thank you.

13             CHAIRMAN LAVAR:  Mr. Cook?

14             MR. COOK:  I have no additional questions,

15   Your Honor.

16             CHAIRMAN LAVAR:  Mr. Williams?

17             MR. WILLIAMS:  No questions.

18             CHAIRMAN LAVAR:  Redirect?

19                     REDIRECT EXAMINATION

20   BY MS. CLARK:

21        Q.   Yes.  Thank you.

22             Mr. Mendenhall, some of what I want to do on

23   redirect is clarify.  Very, very early in your testimony

24   you used the terms "packing" and "drafting."  And I'd

25   like the record to clearly reflect what those terms mean.
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 1             Can you define those for us?

 2        A.   Sure.  So, packing would be when a customer

 3   delivers too much gas onto the system.  Drafting would be

 4   when they deliver not enough and so they are using gas

 5   from the system.

 6        Q.   Thank you.  Mr. Dodge asked you a number of

 7   questions about the value of these services to TS

 8   customers and whether they had requested the use of these

 9   services or wanted to use them.

10             With that in my mind, what is the company's

11   option if TS customers in this hypothetical Mr. Dodge

12   created were able to say "no thank you," what would the

13   company's remedy be if a customer were out of balance?

14        A.   Well, first of all, this is hypothetical.

15   So, let me explain what really happens and then I'll

16   answer your question.

17             So, what really happens is, for purposes of

18   balancing, Questar Pipeline treats all the transportation

19   customers as if they are the first through the meter

20   at Questar Gas meaning they are always in balance.

21             So any imbalances that occur, in the case of

22   his example, the plus two or the plus one would

23   automatically go to the no-notice balancing upstream

24   transportation and storage accounts, and along with the

25   sales customers, those imbalances would be remedied using

0085

 1   that.  So, really, we make the argument of, you know,

 2   there's a five percent tolerance.

 3             But if a five percent tolerance were allowed

 4   in the calculation of this rate, what would end up

 5   happening is Questar Pipeline would continue to do their

 6   operational balancing and that first five percent would

 7   be applied to no-notice transportation and storage and

 8   that five percent would be paid for by sales customers.

 9   The transportation customers would never have to pay for

10   it.  So that subsidy would continue.

11             To answer your question, what would happen

12   if they were left to their own devices.  Well, as I

13   mentioned earlier, you've got to balance the system.

14   So, you've got a couple options available to you.

15             One is to physically control the amount of gas

16   on the system.  The other is to come up with balancing

17   services on Questar Gas and charge them for that.

18             I don't think either one of those solutions

19   would be as good as what we're proposing here.  I think

20   the imbalancing services assessed on gas would be more

21   expensive and I think no one would want to be subject to,

22   you know, operational, physical gas control if their gas

23   didn't showup.  So.

24        Q.   And when you say operational physical gas,

25   you're talking about shutting them off; aren't you?
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 1        A.   Yes.  Or making them go out and buy more, yes.

 2        Q.   Okay.  Were you involved in -- well, strike

 3   that.  You testified, didn't you, that some of these

 4   customers have chosen in recent events not to shut off

 5   even when directed to do so; did you not?

 6        A.   That might have been Mr. Schwarzenbach.

 7        Q.   Was that Schwarzenbach?

 8        A.   That's my memory as well, yes.

 9        Q.   Were you familiar with that circumstance?

10        A.   Yes.

11        Q.   And what kinds of transportation customers

12   did you understand chose not to shut off?

13        A.   Yes.  Well, I'm --

14             MR. DODGE:  I'm going to object to this.

15   It's not within the scope of the cross.

16             MS. CLARK:  I believe it is within the scope

17   of the cross.  Mr. Dodge has ably made the argument that

18   transportation customers don't want or need these

19   services, and this goes to directly to --

20             Though, perhaps no one's written a letter

21   saying please give them to me, they absolutely use them.

22   And when directed to shut off, the evidence shows they've

23   chosen not to and been express in their refusal to do so.

24   And I'd like to explore that.

25             CHAIRMAN LAVAR:  I think I'll allow that
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 1   questioning.

 2             MR. DODGE:  I would respectfully request the

 3   ability to re-cross, then, on this issue.

 4             CHAIRMAN LAVAR:  Absolutely.

 5             MR. DODGE:  Can I do that?

 6             CHAIRMAN LAVAR:  Yes.

 7             THE WITNESS:  So, to answer your question,

 8   it mostly would be hotels, schools, grocery stores,

 9   businesses that, you know, that are using gas for space

10   heat.  And obviously if you're a business that has the

11   public in your business and it's cold outside, you're not

12   going to be able to just shut down and turn off the gas.

13   BY MS. CLARK:

14        Q.   Thank you.  If you will indulge me for just a

15   moment.  Mr. Dodge asked you some questions about the

16   tariff section that the Division -- that was reflected

17   in Division Cross Exhibit-1.  I'd like to turn your

18   attention there briefly.  And I believe there was

19   discussion about what services were included, whether

20   it was just transportation service.

21             What I'd like you to do is reiterate the

22   services that are included in your charge and then I

23   want to ask a couple of questions about those.

24        A.   Okay.  So, it would be the upstream

25   transportation, the no-notice, and the storage cost.
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 1        Q.   Is no notice a transportation service?

 2        A.   No.

 3        Q.   Okay.

 4        A.   Well, it's no-notice transportation, but you

 5   need the underlying transportation contract for no notice

 6   to work.  It can't work on its own.

 7        Q.   Is the same true for storage costs?

 8        A.   Well, storage costs probably could work without

 9   no notice or -- but yeah.  No notice needs a

10   transportation contract.  It doesn't necessarily need

11   storage.

12        Q.   I want to talk -- if you'll indulge me for a

13   moment, I'd like to go to the other demonstrative chart

14   over there.  We talked at length about the differences

15   between some of the intervenors' proposals and the

16   company's proposal.  And I want to focus your attention

17   for a moment on what has got the parenthetical number two

18   next to it --

19        A.   Okay.

20        Q.   -- where it says 100 percent net of TC

21   imbalance.  I want you to clarify what that means when

22   you say your net in customers, what do you mean?

23        A.   So, what I've done is I've taken for the test

24   period all of the transportation customer balances and

25   I have aggregated them together, netted them together,
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 1   treated them as one group of volumes, if you will, and

 2   then taken that overall imbalance, multiplied it by the

 3   what I deem to be the cost per dekatherm of the services

 4   they used and then I've used that to calculate the total

 5   cost we need to collect.

 6        Q.   So, let me give you a hypothetical as well.

 7   If customer one was packing or over delivering ten

 8   dekatherms and transportation customer number two were

 9   under delivering by ten dekatherms, those out-of-balance

10   dekatherms would be netted in this step --

11        A.   Yes.

12        Q.   -- and their dekatherm charge would not be

13   included in your numerator; is that correct?

14        A.   That is correct.

15        Q.   Okay.  Can you explain why you wouldn't net

16   both the numerator and the denominator as the UAE has

17   suggested?

18        A.   Why I wouldn't put -- do a five percent --

19   Oh.  You're talking about netting the rate?

20        Q.   Netting the customers also in the denominator.

21   I'm trying to remember which of those steps in the chart

22   it was.

23        A.   Yeah.  Well, so, the reason -- well, you could.

24   The reason why I chose to assess it at the customer level

25   was, one, it would give the customer a price signal.
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 1             Also, by dividing it by the total -- the

 2   individual transportation customer imbalance, you

 3   actually get a bigger denominator and your rate's

 4   actually lower.

 5             MS. CLARK:  Okay.  I don't have any other

 6   questions.

 7             CHAIRMAN LAVAR:  Mr. Olsen, any cross?

 8             MR. OLSEN:  No cross.

 9             CHAIRMAN LAVAR:  Ms. Schmid?

10             MS. SCHMID:  None.

11             CHAIRMAN LAVAR:  Mr. Dodge?

12                     RECROSS-EXAMINATION

13   BY MR. DODGE:

14        Q.   Just very briefly.  The issue you addressed,

15   hotels, schools, grocery stores and others not shutting

16   off when told to, that was addressed in the stipulation

17   in the last docket; was it not?  A customer that fails

18   to interrupt when instructed to?

19        A.   Remind me which docket that was.

20        Q.   I don't remember the name, the number.  The one

21   that you filed last year asking --

22        A.   Oh, the general rate case or the --

23        Q.   No.

24        A.   The pooling?

25        Q.   The pooling filed.  In other words, through
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 1   that docket and prior to the general rate case, the

 2   tariff provides pretty stiff penalties if a customer

 3   fails to interrupt when instructed including being kicked

 4   off the transportation tariff; is that not correct?

 5        A.   If they're interruptible.

 6        Q.   Yes.  For an interruptible customer.

 7        A.   Correct.  But I think most of those customers

 8   are firm.

 9        Q.   The schools and the like?

10        A.   Yes.

11        Q.   So, have you ever considered maybe tailoring

12   the service to those who say we want to burn regardless

13   and those who say, we're big boys and we can handle our

14   own imbalances?

15        A.   No, I haven't.

16             MR. DODGE:  No further questions.

17             CHAIRMAN LAVAR:  Mr. Cook?

18             MR. COOK:  No.

19             CHAIRMAN LAVAR:  Mr. Williams?

20             MR. WILLIAMS:  No.

21             CHAIRMAN LAVAR:  Okay.  Thank you,

22   Mr. Mendenhall.

23             (Brief break)

24             CHAIRMAN LAVAR:  Oh, I'm sorry.  Questions from

25   the commissioners.  Stay on the stand for a moment
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 1   longer.  I'm sorry.  It's important.  Yes.

 2             Commissioner White?  Sorry.

 3                         EXAMINATION

 4   BY COMMISSIONER WHITE:

 5        Q.   Thanks.  Just a couple.  A clarifying question.

 6   One, this is probably self-evident to the folks who do

 7   this every day and this may be a question for

 8   Mr. Schwarzenbach, but with respect to the tolerance

 9   determination, I understand there's different cycles of

10   nomination.  Would it be applied to one of the four?

11             Is it a final daily cycle nomination?

12        A.   It would be for the full day.

13        Q.   The full day.  So you just --

14        A.   Well, when you're talking about five percent,

15   are you talking about the commodity imbalance that

16   Mr. Dodge was talking about or the daily charge I'm

17   talking about?

18        Q.   Yeah, the daily charge.

19        A.   Yeah.  It would be daily.

20        Q.   Okay.  So --

21        A.   For the whole -- for the entire day, we would

22   look at how much they use versus how much they nominated,

23   give them five percent tolerance and then whatever is

24   outside of that, that's what they get assessed and

25   charged on.
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 1        Q.   Okay.  Thank you.  The second question is,

 2   I've heard reference in various testimony and live

 3   testimony with respect to customers versus contracts.

 4             Is there a distinction between the two or,

 5   I mean, actually there's 300 customers.

 6             Are those contracts?

 7        A.   Each customer would have a contract and then

 8   some customers, to confuse things even more, would have

 9   an agent that they would, you know, have do their

10   nominations for them.

11             But for Questar Gas purposes, every individual

12   customer has a contract.  So, you could probably use

13   those terms interchangeably.  Mr. Schwarzenbach may

14   correct me on that when he gets up here, but as far as

15   I know, that's how far it works.

16        Q.   And so, the proposed charge would potentially

17   be applied per contract?

18        A.   Yes, or for per customer, right.  Yeah.

19   Exactly.

20             COMMISSIONER WHITE:  Thank you.  I have nothing

21   else.

22             CHAIRMAN LAVAR:  Commissioner Clark?

23                         EXAMINATION

24   BY COMMISSIONER CLARK:

25        Q.   Thank you.  Mr. Mendenhall, just a question
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 1   or two about metering.  And again, if these are more

 2   appropriate for Mr. Schwarzenbach, just let me know.

 3        A.   Sure.

 4        Q.   What types of data does a transportation

 5   customer obtain from its on-site meter?

 6        A.   So, a customer receives once a day through a

 7   program called Pipe Viewer.  And I believe it's an online

 8   program.  Once again, Mr. Schwarzenbach's more familiar

 9   with it.  But every --

10             So, between eight and ten a.m. every day,

11   they receive their usage for the prior day.  So, gas days

12   are on a eight a.m. to eight a.m. cycle, and so they

13   would receive the usage on an hourly basis for that

14   prior day between eight and ten a.m. every day.

15        Q.   And realtime, speaking of the meter, if a

16   customer wanted to observe the meter and try to base

17   nominations on that information, would that --

18             What information do they lack, if any,

19   from what the meter will tell them?

20        A.   So, the only data they would lack I guess,

21   they have to get their -- I'm going to give you high

22   level, and then if anyone -- you want to ask any detailed

23   questions.  They have to make their nominations at a

24   certain time of the day for the next day.

25             And so, to the extent that, you know, there's
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 1   a gap between when they receive that daily data and when

 2   they're making their nomination, that's where the

 3   realtime data would fill that gap, you know.

 4             So, it might be a few hours.  It might be

 5   depending on when they are making their nomination --

 6   and I'm not an expert, but that's really what the

 7   realtime data would do.

 8             So, what it does, basically, is you got two

 9   options.  You can go out and look at your meter or if you

10   want to be a little more sophisticated and pay the money,

11   you put two wires, it's called pulse data, onto your

12   meter and those wires run into your building and,

13   basically, every time a dekatherm clicks, it, you know,

14   monitors that.

15             And so, you could look at it at any time of the

16   day and see, okay, from eight a.m. to ten a.m., I've used

17   this much gas or, you know, I've used this much gas in

18   the last hour.  So, it gives you really between twelve

19   and 24 hours of more realtime data than what the

20   customers are currently getting.

21        Q.   Is there any other information that needs to be

22   applied later to adjust that physical measure of a

23   dekatherm?  Heat content or --

24        A.   Probably.  And I'm not sure.  I will defer to

25   Mr. Schwarzenbach on what exactly that Pipe Viewer data
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 1   gives them.  But, yeah, the meter would probably just

 2   give them the cubic feet.

 3             COMMISSIONER CLARK:  I'll reserve the rest of

 4   this for Mr. Schwarzenbach.  Thank you very much.

 5             THE WITNESS:  Yeah.

 6             COMMISSIONER CLARK:  That's all I have.

 7                         EXAMINATION

 8   BY CHAIRMAN LAVAR:

 9        Q.   I just have one more, Mr. Mendenhall.

10             If you have read Mr. Mierzwa's surrebuttal

11   where he suggests a one dekatherm per day minimum

12   tolerance for customers using less than ten per day.

13        A.   Yes.

14        Q.   If you read that, do you have a position

15   on that suggestion?

16        A.   I don't -- I don't think we could do it.

17   I will tell you the way the billing system works,

18   it rounds to as many decibels up to six as we want.

19             So, in my personal opinion, a customer using

20   ten dekatherms, you know, could be rounded to a half a

21   dekatherm in tolerance imbalance, but if, you know,

22   the Commission is more comfortable with giving a

23   one-dekatherm floor, if you will, to all the customers,

24   I think the Company would be fine with that and could

25   do that in the billing system.  So.
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 1             CHAIRMAN LAVAR:  Thank you.  That's all I have.

 2             THE WITNESS:  Okay.

 3             CHAIRMAN LAVAR:  Thank you, Mr. Mendenhall.

 4             MR. OLSEN:  Commissioner, I guess I'm just

 5   puzzled.  I'm sorry.  It's not Mr. Mendenhall.  It has

 6   to do with the two what became charts that were created.

 7             Is there a way that those are going to be

 8   in the record?  I mean, can we photograph them?

 9             CHAIRMAN LAVAR:  Well, we have not at this time

10   had a motion to admit them into the record.  If someone

11   moved to admit them we would have to figure out the right

12   way to do that, but at this point I don't think we have

13   a motion to that effect in front of us.

14             MR. DODGE:  Mr. Chairman, I might indicate,

15   I believe they're for illustrative purposes only.

16   I don't think they need to be or should be in the record.

17   Everything on the charts is in the record.

18             So, it's for the Commission's convenience.

19   And if the Commission would view it convenient, I would

20   move that it be admitted not into the record but for the

21   Commission's use for illustrative purposes only.

22             CHAIRMAN LAVAR:  I'm trying to figure out if

23   you just made a motion.

24             MR. DODGE:  Yes.

25             CHAIRMAN LAVAR:  Yes.  I was trying to figure
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 1   out if you just made a motion.  If you did, could you

 2   restate your motion?

 3             MR. DODGE:  Yes.  That the Commission can

 4   utilize those.  It's like sending an illustrative exhibit

 5   back to the jury.  It's not part of the record but it

 6   illustrates a witness's testimony, and so it can be used

 7   to help people understand what the record says.

 8             So, it's not to be part of the record but it

 9   could be used by the Commission for illustrative purposes

10   if it's useful.

11             CHAIRMAN LAVAR:  Okay.  And then maybe before

12   I get other parties to expand on that motion, I think

13   if that motion were granted in practice, the Commission

14   would just take an image of those and put them on the

15   web site docket even if they weren't admitted because we

16   have lots of things, we still put them on the docket --

17             MR. DODGE:  Just don't say I drew it because

18   they're really awful.

19             CHAIRMAN LAVAR:  Just what?

20             MR. DODGE:  Don't say that I drew it because

21   they really look bad.

22             CHAIRMAN LAVAR:  So, with that clarification,

23   are there any comments on the motion?

24             MS. CLARK:  Just clarifying.  We're only

25   talking about these two charts; is that correct?
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 1             MR. DODGE:  Correct.

 2             CHAIRMAN LAVAR:  That's my understanding.

 3             MS. CLARK:  No.  We have no objection.

 4             MS. SCHMID:  The Division has no objection.

 5             MR. OLSEN:  No objection.

 6             CHAIRMAN LAVAR:  Okay.  Mr. Cook?

 7             Mr. Williams?

 8             MR. WILLIAMS:  No.

 9             MR. COOK:  No.

10             CHAIRMAN LAVAR:  Okay.  So, the Commission will

11   take possession of the charts and will place an image

12   of them on the docket.  They're not evidence in this

13   proceeding at this point unless someone else moves to

14   do so.  Ms. Clark?

15             MS. CLARK:  The Company would call

16   William Schwarzenbach.

17             CHAIRMAN LAVAR:  Mr. Schwarzenbach, do you

18   swear to tell the truth?

19             THE WITNESS:  Yes.

20             CHAIRMAN LAVAR:  Thank you.

21                    WILLIAM SCHWARZENBACH,

22               having first been duly sworn, was

23               examined and testified as follows:

24                      DIRECT EXAMINATION

25   BY MS. CLARK:
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 1        Q.   Would you please state your name and business

 2   address and position with the company for the record?

 3        A.   William Frederick Schwarzenback, III.

 4   My business address is 333 State Street, Salt Lake City,

 5   Utah.  And my role is director of gas supply at

 6   Questar Gas.

 7        Q.   I would like to direct your attention to the

 8   testimony you prefiled in this matter, Questar Gas

 9   Company Exhibit 2.0R, the rebuttal testimony of William

10   F. Schwarzenback with attached Exhibits 2.1R through 2.3R

11   filed on July 31st, 2015 and Questar Gas Company's

12   Exhibits 2.0SR, the surrebuttal testimony of William

13   Schwarzenbach submitted in this docket on August 14th,

14   2014.  Are you familiar with those?

15        A.   Yes.

16        Q.   And were they prepared by you or under your

17   direction?

18        A.   Yes, they were.

19             MS. CLARK:  The company would move for the

20   admission of both pieces of testimony and their

21   attachments.

22             CHAIRMAN LAVAR:  Does any party have any

23   objection to the admission of the rebuttal and

24   surrebuttal testimony of Mr. Schwarzenbach with the

25   attachments?
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 1             MR. OLSEN:  No.

 2             MS. SCHMID:  No.

 3             CHAIRMAN LAVAR:  They will be admitted.

 4   Thank you.

 5             (QGC Exhibit 2.0R and QGC Exhibit 2.0SR

 6   marked and admitted)

 7   BY MS. CLARK:

 8        Q.   Thank you.  Mr. Schwarzenbach, can you please

 9   summarize the testimony you've offered in this matter?

10        A.   Yes.  The focus of my testimony is to explain

11   the operational concerns that arise when transportation

12   customers' nominations do not match their usage.

13             Each of the last two years, Questar Gas has

14   experienced operational issues that led to customer

15   curtailments.  These occurred on December 5th, 2013

16   and December 31st, 2014.

17             When curtailments do occur, Questar Gas must

18   know how much gas each customer has brought to the system

19   in order to restrict their usage to their confirmed

20   nomination.

21             Evidence shows on most days nominations are not

22   done accurately at the customer level.  Customers that

23   use more than their confirmed nomination will be using

24   supplies obtained for Questar Gas's sales customers.

25             During these recent events, some customers have
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 1   ignored requests to curtail usage.  With the growth

 2   in the number of transportation customers, if this

 3   continues, it could result in the need for Questar Gas

 4   to curtail firm sales customers.  This could also result

 5   in large penalties for transportation customers.

 6             In order for Questar Gas to effectively manage

 7   these unpredictable events, it is important that

 8   customers' nominations match their expected usage each

 9   day.  On a daily basis the fluctuations in transportation

10   customers' imbalances also impact Questar Gas's ability

11   to manage their own storage plans.

12             In the long term, this could impact the

13   management of cost-of-service production.  While these

14   costs are not included in the transportations imbalance

15   charge proposed in this docket, the charge will serve

16   as an incentive for customers to make accurate

17   nominations on a daily basis, therefore reducing the

18   imbalances and the impact on our storage management.

19             The intervenors have presented objections

20   to the Questar Gas proposal including stating that the

21   requirement for accurate daily nominations is unduly

22   burdensome, that the current balancing restrictions or

23   OFOs are an effective way to incent accurate nominations

24   by customers on a daily basis, and that Questar Gas can

25   use line pack to manage the transportation customers'
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 1   imbalances.

 2             The intervenors have argued that requiring

 3   nominations to be done accurately at the customer level

 4   is unduly burdensome.  I do not agree with this.  It is

 5   and has been the responsibility of every transportation

 6   customer to make an accurate nomination every day.

 7             The tariff itself already states the Company

 8   will allow plus or minus five percent of a customer's

 9   volumes delivered from upstream pipelines as a daily

10   imbalance tolerance window.

11             However, the tariff does not currently provide

12   an effective enforcement mechanism for this five percent

13   tolerance.

14             The system for nominations is set up with

15   multiple cycles each day to facilitate the changes

16   necessary to meet these requirements.

17             However, most customers do not utilize these

18   opportunities to manage their nominations.  Instead, some

19   agents sidestep their responsibilities at the expense

20   of Questar Gas's sales customers.

21             In fact, in total, transportation customers

22   are outside of the five percent tolerance window over

23   80 percent of the time during the test period used in

24   this docket.  The Division of Public Utilities proposed

25   a flat or socialized rate to cover the costs of the
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 1   services used to manage transportation customers'

 2   imbalances.  They along with some of the intervenors have

 3   also recommended that Questar Gas utilize the existing

 4   balancing restrictions as a means to incent a change in

 5   nominations behavior.  I do not feel the existing

 6   language provides adequate incentive.

 7             The existing restriction language provides for

 8   aggregation and trading of daily imbalances by the

 9   agents.  Historically, agents have taken advantage of

10   this ability by only adjusting nominations to a few of

11   their customers to attempt to bring their aggregate

12   nomination in balance with their overall usage.

13             This again does not provide the accuracy

14   desired at the customer level.  I have proposed

15   additional tariff language that would address this issue

16   if a flat or socialized rate were to be implemented.

17             And lastly, based on my experience as the lead

18   engineer in charge of system planning for Questar Gas and

19   my experience as the director of gas supply, I have seen

20   that Questar Gas does not have sufficient line pack to

21   manage the transportation customers' imbalances on a

22   daily basis.  Due to the relatively small size and lower

23   operating pressures of the pipes in the distribution

24   system, any customer usage directly impacts the supplies

25   coming from the upstream pipeline within hours.
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 1             This concludes my summary.

 2             MS. CLARK:  Mr. Schwarzenbach is available for

 3   cross-examination.

 4             CHAIRMAN LAVAR:  Thank you.  Mr. Olsen?

 5             MR. OLSEN:  We have no cross.  Thank you.

 6             CHAIRMAN LAVAR:  Ms. Schmid?

 7                      CROSS-EXAMINATION

 8   BY MS. SCHMID:

 9        Q.   Yes.  Good morning.

10        A.   Good morning.

11        Q.   I have a few questions about nominations and

12   pipeline management or distribution system management.

13             What would happen if the sales customers were

14   using all the storage, all the no-notice service and the

15   other balancing services and the transportation customers

16   were out of balance, what would Questar Gas do?

17        A.   Questar Gas would have to ask each of those

18   transmission customers to reduce their usage to match

19   their scheduled quantity for the day.  And that's their

20   confirmed nomination for that day.  So, that would be a

21   curtailment situation.

22        Q.   Is it correct that the firm sales service

23   customers are paying to have gas available when they

24   need it?

25        A.   Yes.  That is true.
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 1        Q.   How often does Questar Gas change its

 2   nomination for those sales customers?

 3        A.   We do a very detailed nomination every day,

 4   and if we have to make adjustments throughout the day,

 5   we will do that as well.

 6        Q.   How often in your experience does the average

 7   TS customer change its nomination?

 8        A.   I believe the data shows that they only do it

 9   maybe five times a month.  So, not on an every-day basis.

10        Q.   Have you had the experience that any TS

11   customer utilizes the intraday process to refine its

12   nomination?

13        A.   Very infrequently.

14             MS. SCHMID:  Do you have a copy of what was

15   previously marked in this matter as DPU Cross Exhibit-1?

16             May I approach?

17             CHAIRMAN LAVAR:  Yes.

18             THE WITNESS:  Thank you.

19   BY MS. SCHMID:

20        Q.   Could you please turn to Section 5.09?

21             Could you please read into the record the first

22   sentence of the second paragraph under the title "Daily

23   Imbalances"?  This sentence begins:  "The company will

24   provide ... "

25        A.   "The Company will provide notice of such
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 1        restrictions to each affected nominating party not

 2        less than two hours prior to the first nomination

 3        deadline for the affected period or as soon as

 4        reasonably practical to the extent system integrity

 5        or upstream allocations allow."

 6        Q.   In your experience, has Questar used this

 7   provision as requiring at least two hours notice before

 8   the first nomination deadline?

 9        A.   Yes.

10        Q.   So, Questar has not attempted to use it later

11   in the nomination process?

12        A.   Not that I'm aware of.

13        Q.   Do you believe that Questar could use this

14   further into the nomination process?  And I'm not asking

15   for a legal opinion.  I'm just asking for your opinion

16   consistent with your title of Questar.

17        A.   With the current language, I do not.  I think

18   we would have to wait and provide the notice for the next

19   day.  So, starting at eight a.m. for whatever the next

20   gas day is.  So, once we've reached the two hours prior

21   to the nominating deadline, the first nominating deadline

22   is actually almost 24 before the start of the next gas

23   day.  So, once you're into that current gas day, you're

24   actually not just the next day but the one after that

25   if that makes sense.
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 1        Q.   It does.  And to assist in this process,

 2   are there Questar Gas Company employees available to take

 3   nominations throughout the nominating process?

 4        A.   Yes.  The system is set up that way.  They can

 5   do their noms through any of the deadlines.

 6        Q.   You would agree, though, that Section 5.09

 7   permits the company to allow plus or minus five percent

 8   imbalance on a daily basis per customer?

 9        A.   Actually, I believe if you read it, it states

10   that there is a plus or minus five imbalance every day

11   and it permits the company to actually make that tighter

12   and then assign penalties to it after that.

13        Q.   In your experience, how often has the company

14   imposed penalties?  And then the second part of the

15   question will be, how often has the company made that

16   tolerance smaller?

17        A.   I'm not sure exactly how many times.  I think

18   I saw in the data that it was 120 days.  I think that was

19   during the test period that we did that.  So, I'd say we

20   try to avoid doing it.

21             It happens when our system is getting pushed,

22   though.  It's usually either during a cold weather event,

23   but it could also happen during any type of mechanical

24   concerns on the upstream pipeline.

25             That could be plant issues.  It could be
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 1   something gets hit by lightning and isn't working.  Could

 2   be a lot of reasons for it.  But it's any time we see

 3   that that supply is going to be restricted to us and it's

 4   not as available.

 5             And what was the second half of the question?

 6        Q.   How often has the imbalance tolerance window

 7   been made smaller than the plus or minus five percent?

 8        A.   We usually don't go smaller.  I don't think

 9   there's been very many occasions.  We try and work with

10   the agents or the customers as well.  Sometimes we'll

11   actually put a tolerance level kind of in line with

12   what we're experiencing.

13             There are times when we'll put a tolerance

14   where it is -- they could be -- they could pack the

15   system but not draft it more than five percent meaning

16   that, you know, they cannot pull more than five percent

17   off of our system but they could put additional gas on

18   if we're only restricted in one direction.

19             So, we'll try and be lenient with that and try

20   and restrict it to what makes sense with the operational

21   issue that we're doing.  We have applied these more

22   frequently recently, and I think it has to do with just

23   the fact that, for one, there's more transportation

24   customers and therefore more volume we're trying to

25   manage through it.
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 1             And two, I think there's been more events

 2   recently in terms of upstream pipeline constraints,

 3   wellhead freeze-offs, things like that.  I think they've

 4   been more frequent.

 5        Q.   In your testimony, you say that many customers

 6   and agents have not historically matched daily

 7   nominations and usage.  Do you recall that?

 8        A.   Yes.

 9        Q.   Do you recall that you also said that the

10   customers and agents should have been doing this all

11   along?

12        A.   Yes.

13        Q.   So, isn't it fair to say if they were supposed

14   to be doing it all along and they haven't been that

15   Questar Gas Company should have been using Section 509

16   more often?

17        A.   Well, and that is one of the reasons we've

18   started to use it more often.  Unfortunately, the

19   Section 5.09 which requires the plus or minus five

20   percent tolerance on an everyday basis, there's no

21   mechanism in there to actually charge them for it

22   unless they are on that restriction.

23             MS. SCHMID:  Thank you.  I'm done.

24             CHAIRMAN LAVAR:  Mr. Dodge?

25                      CROSS-EXAMINATION
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 1   BY MR. DODGE:

 2        Q.   Thank you, Mr. Chairman.  Good morning,

 3   Mr. Schwarzenbach.

 4        A.   Good morning.

 5        Q.   On page -- lines 33 and 34 of your rebuttal,

 6   in response to a question -- I'll let you get there.

 7   I'm sorry.

 8        A.   I'm having trouble finding it.

 9             Do you have a copy of it?

10             MS. CLARK:  I sure do.

11             MR. DODGE:  I was going to reference your

12   surrebuttal, too.  So you might grab that.

13             (Discussion off the record)

14             THE WITNESS:  Sorry about that.  I'm new to

15   this process.

16   BY MR. DODGE:

17        Q.   All right.  Welcome.  There's several new

18   to the process of this proceeding.

19        A.   Which lines are you referring?

20        Q.   There's a question on lines 31 and 32.  It

21   says, "Why is it important that TS customers or their

22   agents make accurate nominations on a daily basis?"

23             And I was referencing your answer on 33 and 34.

24        "All shippers are required to enter a nomination for

25        each day.  This is an industry standard throughout
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 1        the country."

 2             Right?

 3        A.   Yes.

 4        Q.   Then I'm going to turn to your surrebuttal,

 5   question beginning on line 41 and basically continuing

 6   over through 73.  I won't read all of that, but the

 7   question on 41 says:

 8             "Do you agree that agents should be allowed

 9        to manage the nominations in aggregate for all

10        of their customers?"

11             And you say, no.  We need to have accurate

12   daily nominations.

13             You understand now, do you not, that the

14   intervenors in this docket were not asking in this docket

15   to allow aggregate nominations but rather simply for

16   purposes of calculating and imposing any imbalance

17   penalties that they be done at an agent level in

18   aggregation?  Do you understand that now?

19        A.   I actually understood that at that point.

20   But the purpose of that statement was actually the fact

21   that it was in reference to the proposal to charge them

22   penalties at an aggregated basis.

23             And in my opinion, even if you do a nomination

24   at the customer level but there's no punitive or there's

25   no charges except at the aggregate level, then there
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 1   really is no reason to do those nominations accurately

 2   at the customer level.  You wind up in a scenario where

 3   you have to do ten nominations for ten customers but

 4   there's absolutely no reason not to put a zero nomination

 5   in for nine of them and just have that tenth one equal

 6   your volume for your aggregate usage.

 7        Q.   In terms of impact on the company, what you

 8   see is a total aggregated impact of all imbalances, TS

 9   customers and GS customers alike; right?

10             For operational reasons, what you see is an

11   aggregated impact of all the imbalances netted against

12   each other?

13        A.   Actually, for operational reasons, we need

14   to know by customer because that gas is being delivered

15   to different locations on our system.

16        Q.   You need know where the nomination goes and

17   if the gas shows up where to deliver it, but for

18   operational considerations like the potential impact

19   on the system that you've testified to, what matters

20   is the total aggregated impact of all of your customers.

21             In other words, if everything nets out so

22   there's zero imbalance, even if two of them are wildly

23   out on either side, it doesn't have an operational impact

24   on the company?

25        A.   I would not agree with that.  I actually think
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 1   it does have an operational impact because we need to

 2   know how much gas is being delivered to what location

 3   on our system.  Well, the same -- the right amount of gas

 4   may be delivered to the input of out system, the city

 5   gate, we still need to know how to deliver that gas

 6   on our system and what location to deliver that to.

 7             If the nomination is not accurate by customer,

 8   we don't have that information.  All we know is how much

 9   gas is coming to our system.

10        Q.   I'm saying, assume you get a daily nomination

11   that is as accurate as a person can make it, what affects

12   you operationally is the total aggregate imbalance,

13   not whether one customer is long and one is short and

14   they offset each other.

15             Now, if there's an imbalance and you have to

16   impose penalties or something, you have to compare the

17   burn to the nomination; right?  So, you need to know

18   those numbers.  But operationally, it doesn't impact you

19   if they offset each other?

20        A.   You're assuming in that statement, though,

21   the assumption is that the nomination's accurate, first

22   of all, is what you said in your statement.  And without

23   any incentive, we don't know that that nomination's going

24   to be accurate.

25             And second, you're assuming that if we have
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 1   any restrictions that we can restrict those customers

 2   in a reasonable way.  Those are two big assumptions in

 3   what you're saying, there's no operational impact --

 4        Q.   Well, let's talk about --

 5        A.   -- which is why I have trouble agreeing with

 6   your statement that there is none.

 7        Q.   Well, let's talk about the incentives.  I mean,

 8   today, you have the ability as Ms. Schmid walked through

 9   with you for purposes of system integrity, altering gas

10   purchases, production or storage or other system

11   constraints, when you need it, you have the ability to

12   issue an OFO and hold people to the restrictions, to

13   their nominations with a very severe penalty; right?

14             It's a buck 25 per dekatherm minimum.

15             That's not a commodity cash-out but rather

16   just a penalty for imbalance; right?

17        A.   Yes.

18        Q.   And do you not find when you issue OFOs that

19   agents work very, very hard to respond and bring their

20   nominations or their deliveries and their usage as close

21   to what they've been restricted as possible?

22        A.   We find that they do actually make an attempt

23   to get their total deliveries in aggregate as close it

24   needs to be for their aggregate usage, but what we're

25   trying to incent here is for them to do that same thing
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 1   at a customer level, not just in aggregate.

 2             So, again, if they just make adjustments to one

 3   or two customers to bring their aggregate volume in,

 4   that's not going to help us in an operational situation

 5   if they've got enough gas but it's all assigned to one

 6   of their 50 customers.

 7        Q.   You say it's not going to help you, but again,

 8   if you issue an OFO, if you've got system constraints

 9   or something else that's causing you problems, they are

10   going to respond and they're going to help solve your

11   problem by restricting their usage to what you allowed

12   them to; right?

13        A.   They will respond in the aggregate, yes.

14        Q.   And that's how it impacts your company in the

15   aggregate.  You're talking about those two times in the

16   last decade you've issued an actual interruption.

17   Then you penalize people based -- or you hold people to

18   what they've nominated or delivered and then you penalize

19   them if they don't stop burning at that level; right?

20        A.   Right.  And you characterized it as two times

21   in the last decade.  I would say it's like actually two

22   times in the last two heating seasons which is a big

23   difference in my mind.

24             I mean, these are becoming more critical

25   situations.  And that's what we're trying to manage.
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 1   We want to have those nominations correct so that when

 2   you get in that situation which we've seen each of the

 3   last two years.  So, this isn't a situation that's

 4   unlikely.  We've seen it each of the last two years.

 5   And those were warm years that we've seen this.

 6             So, we're just trying to make sure that the

 7   nominations are accurate so when those situations occur,

 8   which they seem to occur more frequently now, that we're

 9   able to manage the operation of our system.

10             So, our system needs to have a receipt which is

11   the gate station and also the delivery location knowing

12   where that gas is going to go and to which customer.

13        Q.   And the last time you interrupted, you said it

14   went fairly smoothly because now you have the right

15   information to let people know there were some penalties

16   imposed, et cetera; right?

17        A.   I would say it went smoother than the first

18   one.  So, we are getting a little bit closer, but I

19   wouldn't say it was -- that there was still lots of

20   concerns and lots of issues.

21        Q.   And so, for those rare occasions where you've

22   had to physically interrupt and with the concern that you

23   have to know what a customer's burning so you can

24   properly assess penalties, et cetera, you're proposing to

25   customers like my clients, you're required every day
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 1   of the year to individually monitor their own nominations

 2   and burn to try and avoid penalties as opposed to hiring

 3   agents to do that in the aggregate for them on days that

 4   don't matter from an operational perspective?

 5        A.   Actually, I would argue they're already

 6   required to do that.  All we're asking to do is charge

 7   for the services that get used when they don't do it.

 8   The tariff already states they have a plus or minus five

 9   daily imbalance tolerance.

10             All we're asking for here is to charge for the

11   services that get used when they don't adhere to that

12   plus or minus five tolerance window.

13        Q.   What makes your utility so special that you

14   have to have more than just the current language to

15   incent that?  Have you looked at other utilities to

16   see what they do?

17        A.   I have not.  But I have looked at what our

18   customers have done with the current language.  And

19   it is obvious that the current language is not sufficient

20   to incentivize them because they have not done so.

21        Q.   You say that, and yet to this day, there has

22   never been an interruption of sales customer deliveries

23   like you're warning could happen.

24             Never happened; has it?

25        A.   It has not which is a good thing in my mind.
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 1        Q.   It is a good thing.

 2        A.   My job is to worry about that happening.

 3   My job is to make sure that doesn't happen.  And we're

 4   here today in part because we don't want that to happen.

 5             I'd much rather be here arguing with you right

 6   now before the fact than in here trying to explain later

 7   on why that happened, why we had to interrupt sales

 8   customers.  So, I'd rather be here right now.

 9        Q.   So, let's all say we agree with that.  Then

10   let's come up with the most least restrictive, least

11   punitive way of doing that.

12             And is it not through that, so, it's never

13   happened that you've had these sales customer disruptions

14   that you warn us about ever-ever even though there's not

15   any economic incentive in today's tariff to match

16   nominations with burn except when the Company tells them

17   to.

18             Now, you're proposing to impose something.

19   Even if it's for penalty purposes calculated on an

20   aggregate level at the agent level, in aggregate at the

21   agent level like it's now done during OFOs.

22             Even if that happens, there will now be a

23   financial incentive and we would expect the errors to go

24   down because now there's a financial consequence even on

25   non-OFO days if people don't aggregate more accurately;
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 1   right?

 2        A.   I'm not sure exactly what I'm agreeing to right

 3   there.  You rattled off a whole lot of stuff right there.

 4   And I don't know if I would agree to all of it.  I may

 5   agree to some of it.

 6        Q.   Well, let me parse it.  And I apologize for

 7   that.

 8        A.   Yeah.

 9        Q.   You would agree, would you not, that even if,

10   as the agents and customers are requesting, that you

11   allow the agents to continue dealing with the utility for

12   their aggregate customers like they do during an OFO now,

13   that they do that on a daily basis, there would still be

14   a penalty if the agent doesn't keep its customers in

15   balance, there would be a penalty that they're going to

16   have to assess somewhere.  And that's going to create

17   more of an economic incentive than we now have.

18        A.   I will say that I think we need the incentive

19   to be at the customer level because I would like the

20   nomination to be correct at the customer level.

21        Q.   I know you say that and I think you'll hear

22   from the agents who testify later, their goal is always

23   to get those nominations accurate at a customer level

24   and they will continue to do so with this economic

25   incentive even more so.
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 1             Can you not even agree that with this economic

 2   consequence for failure to stay within the tolerance

 3   level at an agent aggregated level, there will be more

 4   of an incentive to be accurate every day, not just

 5   during OFO periods?

 6        A.   I think there will be more of an incentive to

 7   stay in tolerance on an aggregated basis.  I do not think

 8   there would be any more incentive to do it on a customer

 9   basis.  And what we have seen through the existing OFOs

10   is that when they're provided that incentive to do it on

11   an aggregate basis, they do it on an aggregate basis.

12             But they do so by only adjusting a few of their

13   customers.  They don't do so by adjusting all the

14   nominations across the board to all of their customers.

15        Q.   But again --

16        A.   We would like the incentive to be at the

17   customer level to get it so that they adjust that

18   nomination for each of their customers.

19        Q.   And the relevance of that is so you can assess

20   the penalty?

21        A.   The relevance of that is so that if we have

22   to call a curtailment that we can curtail those customers

23   accurately, so we can tell them how much gas they

24   actually have to use.

25             For example, if you had a 10-dekatherm
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 1   nomination for a customer every day and they've been

 2   burning 35 but you've added that additional 25 onto

 3   another customer, now we're going to call that customer

 4   who could be a school or a hotel or something like that

 5   and say, you've got to reduce your usage to 10

 6   dekatherms.  They're going to look at it and say,

 7   there's no way I can do that and they're just going

 8   to continue to burn their 25 or 35 or whatever.

 9        Q.   They'll do that once and then what happens?

10        A.   Then they will get penalized.

11        Q.   They get kicked off the system.  They're no

12   longer an interruptible if they're interruptible?

13        A.   No.  That's just it.  They could be a firm

14   customer so that they're not getting kicked off the

15   system.  All they get is a penalty which in the past has

16   been, a lot of times what we're told, those penalties

17   were actually paid for by the agent anyway.

18             So again, that's reducing the incentive to the

19   customer.

20        Q.   And the penalties can be as high as $25 per

21   dekatherm, right, under your tariff currently?

22             You don't think that's enough economic

23   incentive for them to restrict themselves to what

24   they're supposed to be burning?

25        A.   Not if they're not actually ever charged it.
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 1        Q.   And let's talk -- well, but you're assuming

 2   they won't charge it.  You think the agents are --

 3   there's never been a daily consequence like there will be

 4   now if the Commission adopts this proposal.

 5             Do you think agents are just going to eat that?

 6        A.   I'm not sure.

 7        Q.   Are you sure they won't?

 8        A.   I don't think it's my place to speculate

 9   exactly what the agents are going to do.

10        Q.   The other thing is, you're talking about the

11   schools and the like that you say aren't going to quit

12   burning because their gas doesn't show up.

13             I think Mr. Wheelwright talked a little bit

14   about the relative percentages.

15             How much of your total transportation volumes

16   go to small customers like schools and churches and

17   government buildings?  Roughly.

18        A.   I'm not sure the exact percentage.

19        Q.   It's very small; right?

20        A.   I think it's it was in Mr. Wheelwright's

21   testimony.

22        Q.   It's very small; right?  If the large customers

23   who do have a strong economic incentive comply,

24   it's going to solve your problem; is it not?

25        A.   And what is the strong economic incentive?
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 1        Q.   This daily nomination.  Someone's going to pay

 2   it if they're out of balance in aggregate.  And that's

 3   where it impacts you.  If everyone balances out despite

 4   you wildly out of balance, you're not going to have to

 5   call an OFO or an interruption if they're living --

 6             If the aggregate nominations are all at zero,

 7   you're not going to have to worry about it.  It's only

 8   when you have to start issuing restrictions or

 9   interruptions you have to care about; right?

10        A.   I care about it every day.

11        Q.   I'm happy you care.  Do you understand --

12   You say daily nominations as an industry standard.

13             Do you also understand that agent-level

14   aggregation for nomination imbalancing is also

15   an industry standard?

16        A.   Yes.  And I think that we offer that as well.

17   I mean, our tariff states it and our tariff allows that.

18   We're talking about the commodity piece of it.  All we're

19   trying to do here is when they're out of balance to

20   charge for the services that they use to keep in balance.

21             You seem to be confusing a number of occasions,

22   our charge here, with what other companies are doing

23   in terms of their commodity balancing, in terms of the

24   actual dekatherms of gas that are owed to the company

25   or the company owes these customers.  And there is a

0125

 1   difference there.

 2             So, a lot of what you're referring back to in

 3   terms of us not doing the same as these other companies,

 4   you're mixing up this charge that we're presenting which

 5   is just for the services used to manage it with the

 6   actual cost of the commodity that's being imbalance --

 7        Q.   It's my time to clarify.  No, I'm not mixing

 8   that up at all.  I understand that completely.  And we

 9   can go through a dozen tariffs if you'd like to that you

10   and or the office have referred us to for other utilities

11   that try to impose some kind of daily imbalance charge

12   or consequence.

13             Would it surprise you to find out that they

14   allow aggregate imbalance, the imbalances to be

15   aggregated on a daily basis for that purpose typically,

16   too?  In other words, if an agent has ten customers

17   and they have a ten-percent imbalance tolerance or a

18   two-percent imbalance tolerance and they charge for the

19   excess, it's looked at at an aggregate level for that

20   agent.  Would that surprise you?

21        A.   Again, I think that's the commodity side.

22        Q.   No.  I'm not talking commodity.  I'm talking

23   daily imbalance consequences.  It would surprise you?

24        A.   It would surprise me, yes.

25        Q.   Okay.  Well, we can walk through those.
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 1             In your rebuttal testimony you talked about

 2   if a flat rate were proposed that you would propose,

 3   if that were the case, you changing the current tariff

 4   to allow you to issue an OFO during the last rather than

 5   the first cycle.  Do you remember that?

 6        A.   I do.

 7        Q.   You understand the last cycle has very very

 8   limited liquidity; do you not?

 9        A.   Yes.

10        Q.   And so that as a practical matter mean that

11   client customers would not be able then to cure the

12   imbalance that you see -- that respond to your

13   instructions.  They wouldn't have the ability because

14   of an illiquidity situation to respond to the

15   instructions to match to try and bring in supply

16   if that were the requirement?

17        A.   I think that's only if their nominations are

18   nowhere close.  If they only have a small adjustment

19   to make, I don't think they need as much liquidity in the

20   market.  I think that is part of the incentive to have

21   your nomination close every day is the fact that you

22   now know that a restriction can be imposed for that

23   particular day.

24             So, if you're close, then even if it is the

25   last cycle, as long as your nomination was barely

0127

 1   accurate for that day already, you're only making a

 2   small adjustment and now you can do that still in the

 3   last cycle.

 4        Q.   Do you accept the agent's testimony in this

 5   docket that that would be very disruptive to their

 6   ability to respond?  You don't accept that argument?

 7        A.   I think it would be harder for them to manage.

 8        Q.   And that has never been analyzed; right?

 9             That was thrown in in rebuttal testimony,

10   not as part of the company's proposal; right?

11        A.   Well, that was actually put in in response

12   to a proposal that was provided by the Division of Public

13   Utilities.  So, that was our response to that.  They made

14   the recommendation that restrictions be used to incent

15   the customers or -- the customers or the agents.

16             And we just responded that we don't feel

17   the restrictions with the language that's in there is

18   adequate, that we would have to make a little bit of a

19   change to the language in order or make it adequate

20   to incent them to do it at a customer level.

21        Q.   And do you think before that kind of change is

22   made which the Company hasn't proposed, there ought to be

23   maybe more analysis of the impacts, the tradeoffs between

24   the impacts on transportation customers and the benefit

25   to the system?
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 1        A.   Well, again, that's why we haven't put that in

 2   our proposal.  We still feel our original proposal is the

 3   best route to take.  That was just in response to an

 4   alternative proposal.  That is the concern we have with

 5   the alternative proposal.

 6        Q.   That is the flat-rate proposal?

 7        A.   Yes.

 8             MR. DODGE:  Or socialized.  Whatever term you

 9   want to use.  Okay.  Thank you.  I have no further

10   questions.

11             CHAIRMAN LAVAR:  Mr. Cook?

12             MR COOK:  I have no questions.

13             CHAIRMAN LAVAR:  Mr. Williams?

14             MR. WILLIAMS:  No.

15             MR. OLSEN:  I have no questions.

16             MS. CLARK:  Can I just have a minute?

17             CHAIRMAN LAVAR:  Certainly.

18             MS. CLARK:  Thank you.  I apologize.  I just

19   have two questions.  Well, no.  I only have one question.

20   You talked a little bit -- you know what, I don't have

21   any questions.

22             CHAIRMAN LAVAR:  Okay.  Well, thank you.

23             Commissioner White?

24             COMMISSIONER WHITE:  No questions.

25             CHAIRMAN LAVAR:  Commissioner Clark?
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 1                         EXAMINATION

 2   BY COMMISSIONER CLARK:

 3        Q.   Thank you.  I just want to understand a little

 4   better the two operational events that have been

 5   referenced, the one in 2013 and the one in 2014.

 6             And could you describe what happened on those

 7   days or at least one of them?

 8        A.   Yeah.  I think we can start with December 5th

 9   of 2013.  It's a little further away in my memory but

10   I'll probably remember it for a long time.

11             That day there were supply issues meaning we

12   had our supply set up for the day and our nominations

13   done and so did all the transportation customers.

14             And we started receiving word of there were

15   some plant shutdowns and well freeze-offs and some of

16   that supply was not going to be getting to our system.

17             So, we made the decision that we have to limit

18   our transportation customers or some of the ones that

19   were having their supply reduced.  We only contacted the

20   ones whose supply was actually being reduced, and we

21   therefore asked the customers to reduce their usage

22   to match the supply that was coming into the system.

23        Q.   And was that an operational flow order or is

24   that a different kind of event?

25        A.   So, at that point, we actually did not have,
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 1   if I recall correctly, we did not have a restriction

 2   or an operational flow order in place at that point.

 3             And again, because of the wording, so, we

 4   called one immediately when we started seeing the

 5   freeze-offs and when we started seeing the issues.

 6   But it wasn't going to be in place until the next day.

 7             That was in our minds one of the wake-up calls

 8   that made us start to be a little more conservative and

 9   start to issue those restrictions a little bit sooner

10   whenever we thought that there might be an issue.

11             So, that's one of the reasons you see them

12   being instituted a little more frequently.

13        Q.   And when you say, "a little more frequently,"

14   for 2014, for example, how many times did you implement

15   an OFO?

16        A.   I'm not sure exactly how many times.  There is

17   a number of events.  I'd say probably ten to 15 subject

18   to check.

19        Q.   Thank you.  And now, regarding metering,

20   you probably heard my questions to --

21        A.   I did.

22        Q.   -- Mr. Mendenhall.  So, what I'd like to

23   understand is what capabilities does a transportation

24   customer have to understand their usage from the metering

25   equipment that Questar requires them to have and what
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 1   would they not understand.

 2             In other words, what contributes to metering

 3   calculations or usage calculations after the meter

 4   process that might relate to heat content or temperature,

 5   atmospheric or other conditions?

 6        A.   I'm not an expert on the actual meter or the

 7   metering and that side of it, but I do know that the

 8   meter, then, is read electronically and we do get a read

 9   for every customer on a daily basis that's put into our

10   Pipe Viewer.  So, that Pipe Viewer will then take the

11   read from the meter which may be in cubic feet a unit of

12   volume.  And it'll add heat content, stuff like that will

13   be included on their read in Pipe Viewer.

14             And all customers have access to Pipe Viewer

15   and so do the agents as well through an agency agreement

16   have access to Pipe Viewer.

17             So, all of the heat content and other

18   information is available via Pipe Viewer.  If you look

19   specifically at the meter, I'm fairly certain the only

20   thing you're going to see is a number that probably reads

21   cubic feet.  You are able, then, to go back to

22   Pipe Viewer and you know that the heat content and the

23   rest that goes into the calculation doesn't change as

24   frequently as the meter read.  That's fairly static type

25   data.  So, you would be able to apply that to the meter
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 1   read at the meter at the site and be able to determine

 2   a dekatherm value for how much you're using.

 3             And that meter will be accurate kind of on a

 4   realtime basis, whereas right now the company only

 5   requires that the meter call in to the company on a daily

 6   basis to get that read.

 7        Q.   And what's the interval between the usage

 8   and the Pipe Viewer data being available to a customer?

 9        A.   Well, the usage is kind of an ongoing basis,

10   but, so, the read will come in once a day and it's

11   usually in the morning right now I believe between 8:30

12   and 10:30 that that read will be on Pipe Viewer and that

13   will be for the previous day.

14             So, you'll have the read for the previous day.

15   And unfortunately it's right around the time they're

16   doing nominations, but with the change in nomination

17   schedule which is coming up, you'll have it prior to that

18   time period.

19        Q.   And how much can these additional influences

20   on the metering -- I'm referring to heat content and

21   these other influences.  How much can they affect or

22   do they typically affect?

23        A.   They don't really affect it.  It's more of just

24   a conversion from one unit to another.  So, it's a fairly

25   static conversion.  The heat content's usually the same

0133

 1   like I said.  So, the real number that's changing is the

 2   actually read from the meter.

 3             I think it's also important to note that a lot

 4   of times, even though they're getting this information

 5   on a daily basis, they're not making any nomination

 6   change based directly on that right now.

 7             COMMISSIONER CLARK:  Thank you.

 8                         EXAMINATION

 9   BY CHAIRMAN LAVAR:

10        Q.   I have one or two questions.

11             You may not know the answer to this first one.

12             Does the typical agent manage customers who

13   receive service from multiple city gates?

14        A.   I would say that yes, they do, it's multiple

15   city gates because most of the transportation customers

16   are on our general -- the central system, kind of the

17   Salt Lake City area, and those systems are served by

18   multiple gate stations.

19        Q.   Okay.  And I don't think this question has been

20   answered yet.  If it has, please let me know.

21             But what would be the difference in impact to

22   Questar between one customer over nominating and another

23   customer under nominating at the same time city gate

24   versus a customer who receives from one city gate over

25   nominating and a customer that receives service from
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 1   a different city gate under nominating?

 2        A.   Operationally, there would be a big difference

 3   depending on which gate station.  So, some of them, like

 4   I said, in this central area are all managed together,

 5   but if you had one customer, say, down south in

 6   St. George that was under delivering and a customer in

 7   Salt Lake that was over delivering, there would be no way

 8   to net those volumes back and forth between those two

 9   systems.  Both of them would be handled separately

10   through our no notice and they would make adjustments

11   at either end either on the south end or to the gate

12   stations to the north.

13             But there would be no way to physically

14   aggregate that gas back and forth between the two.

15        Q.   Okay.  But at some city gates that can --

16        A.   Some city gates it could.

17             CHAIRMAN LAVAR:  Okay.  Thank you.

18   I don't have anything else.  Ms. Clark?

19             MS. CLARK:  I have nothing more.

20             CHAIRMAN LAVAR:  Okay.  Thank you,

21   Mr. Schwarzenbach.

22             THE WITNESS:  Thank you.

23             CHAIRMAN LAVAR:  Mr. Olsen, would you like to

24   call your first witness now or would you prefer we take

25   a break now?

0135

 1             MR. OLSEN:  I'll call Kevin Mangelson now.

 2   I don't anticipate that will take a great deal of time.

 3             CHAIRMAN LAVAR:  Okay.  Mr. Mangelson, do you

 4   swear to tell the truth?

 5             THE WITNESS:  Yes.

 6             CHAIRMAN LAVAR:  Mr. Olsen?

 7                       GAVIN MANGELSON,

 8               having first been duly sworn, was

 9               examined and testified as follows:

10                      DIRECT EXAMINATION

11   BY MR. OLSEN:

12        Q.   Mr. Mangelson, would you state your full name

13   for the record, please?

14        A.   Gavin Mangelson.  M-a-n-g-e-l-s-o-n.

15        Q.   And what is your position with the Office?

16        A.   I'm the utility analyst.

17        Q.   Did you prepare or have -- assist in the

18   preparation of rebuttal testimony in this docket dated

19   July 31st, 2015?

20        A.   Yes.

21        Q.   Do you have any changes or modifications

22   to that testimony at this time?

23        A.   No.

24             MR. OLSEN:  We would ask that it be admitted.

25             CHAIRMAN LAVAR:  Any objection from any party
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 1   to admitting the rebuttal testimony of Mr. Mangelson?

 2             MS. CLARK:  No.

 3             MS. SCHMID:  No.

 4             CHAIRMAN LAVAR:  It will be admitted.

 5   Thank you.

 6             (Exhibit OCS 2R marked and admitted)

 7   BY MR. OLSEN:

 8        Q.   Do you have any summary you would like to

 9   present?

10        A.   Yes.  The summary of my testimony is that

11   previous workgroups and discussions relating to this

12   issue have not produced a resolution and that these

13   discussions have been highly contentious.

14             I conclude, therefore, that a task force would

15   likely be unsuccessful in determining an equitable rate

16   agreed upon by the participants.

17             Furthermore, if the Commission finds that a fee

18   is warranted or necessary, we would like them to remedy

19   that inequity in its order rather than allow the inequity

20   to continue through the duration of the task force

21   process.

22        Q.   Does that conclude your summary?

23        A.   Yes.

24             MR. OLSEN:  Mr. Mangelson is available for

25   cross-examination.
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 1             CHAIRMAN LAVAR:  Ms. Clark?

 2             MS. CLARK:  The Company has no

 3   cross-examination for Mr. Mangelson.

 4             CHAIRMAN LAVAR:  And, Ms. Schmid?

 5                      CROSS-EXAMINATION

 6   BY MS. SCHMID:

 7        Q.   Thank you.  I have just a couple.

 8             In your rebuttal testimony, you state that the

 9   Office opposes the Division's recommendation that the

10   Commission limit its current order to a finding that a

11   rate for fee is necessary and delegate the determination

12   of such a fee to a task force.

13             That's on page four, lines 74 through 77

14   of your rebuttal.  Did I read that correctly?

15        A.   I believe so.

16        Q.   Do you understand that the Division is now

17   recommending that the Commission issue an order charging

18   transportation service customers for the 1.7 million

19   on a flat fee basis?

20        A.   I do understand that that has been put forth

21   in Mr. Wheelwright's surrebuttal.

22             MS. SCHMID:  Thank you.  That's all my

23   questions.

24             CHAIRMAN LAVAR:  Nothing else?  Okay.

25             Mr. Dodge?
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 1             MR. DODGE:  No questions.

 2             CHAIRMAN LAVAR:  Mr. Cook?

 3             MR. COOK:  No questions.

 4             CHAIRMAN LAVAR:  Mr. Williams?

 5             MR. WILLIAMS:  No questions.

 6             CHAIRMAN LAVAR:  Okay.  Thank you.  Oh.

 7   I'm sorry.  Commissioner White?

 8             COMMISSIONER WHITE:  No.

 9             CHAIRMAN LAVAR:  Commissioner Clark?

10             COMMISSIONER CLARK:  We're the potted plants.

11   I have no questions.

12             CHAIRMAN LAVAR:  I have none.  Thank you,

13   Mr. Mangelson.  Would this be an appropriate time,

14   Mr. Olsen, for a break?

15             MR. OLSEN:  It strikes me that it would.

16   I suspect we'll be more than five minutes.  So, perhaps

17   it will be a good time.

18             CHAIRMAN LAVAR:  Okay.  Shall we take a lunch

19   break until 1:00 p.m.?  Any objection to that?

20             (No verbal response)

21             CHAIRMAN LAVAR:  We'll be in recess.

22   Thank you.

23             (Lunch recess 12:50 p.m. to 1:01 p.m.)

24             CHAIRMAN LAVAR:  We are back on the record.

25   We'll go with Mr. Olsen.
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 1             MR. OLSEN:  Thank you.  The Office would like

 2   to call Jerome Mierzwa.

 3             CHAIRMAN LAVAR:  MR. Mierzwa, do you swear to

 4   tell the truth?

 5             THE WITNESS:  Yes, I do.

 6                       JEROME MIERZWA,

 7               having first been duly sworn, was

 8               examined and testified as follows:

 9                      DIRECT EXAMINATION

10   BY MR. OLSEN:

11        Q.   Mr. Mierzwa, would you please state your full

12   name for the record, please?

13        A.   My name is Jerome B. Mierzwa.  The last name

14   is spelled M-i-e-r-z-w-a.

15        Q.   And for whom are you employed?

16        A.   I am employed by Exeter Associates, Inc.

17        Q.   And why are you here today?

18        A.   To present testimony on behalf of the Office

19   of Consumer Services.

20        Q.   Did you prepare or cause to be prepared direct

21   testimony filed on July 21st, 2015 in this proceeding?

22        A.   Yes.  That was my amended testimony.

23        Q.   And did you also prepare or cause to be

24   prepared surrebuttal testimony filed on August 14th,

25   2015?

0140

 1        A.   Yes, I did.

 2        Q.   Do you have any -- the one amendment that came

 3   in officially on the direct testimony, do you have any

 4   further amendment to either of those?

 5        A.   Not that I'm aware of.

 6        Q.   And if I were to ask you all the questions in

 7   those documents, would your answers still be the same?

 8        A.   Yes, they would.

 9             MR. OLSEN:  Your Honor, we would ask that they

10   be submitted.

11             CHAIRMAN LAVAR:  Any opposition from anyone?

12             MS. CLARK:  No.

13             MS. SCHMID:  None from the Division.

14             CHAIRMAN LAVAR:  Okay.  They'll be admitted.

15             (Exhibit OCS 1D and Exhibit OCS 1S

16   marked and admitted)

17   BY MR. OLSEN:

18        Q.   Do you have a summary?

19        A.   Yes.  I have a summary of my direct testimony.

20   In my direct testimony filed on behalf of the Office

21   of Consumer Services as amended on July 21st, 2015,

22   I described a proposal of Questar Gas Company to assess

23   transportation customers a charge of 19.064 cents per

24   dekatherm of daily imbalances between nominated volumes

25   and usage that exceeds five percent.
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 1             And that indicated I was in general agreement

 2   with the Company's proposal.  I then responded to the

 3   testimony of several intervening parties who also

 4   presented direct testimonies in this proceeding.

 5             In responding to the intervening parties,

 6   I disagreed with a proposal to establish a workshop

 7   process to address the proposed charge.

 8             I also disagree with a number of proposals

 9   to modify the calculation of the charge.  I then noted it

10   was common for gas utilities to assess balancing charges

11   and that Questar Gas currently assessed no such charge.

12             Finally, I noted that an alternative to

13   assessing a charge on daily imbalances greater than five

14   percent, the company could adopt a volumetric balancing

15   charge which I calculated at 3.657 cents per dekatherm.

16        Q.   Does that conclude your summary?

17        A.   Yes, it does.

18             MR. OLSEN:  Mr. Mierzwa is available for

19   cross-examination.

20             CHAIRMAN LAVAR:  Okay.  Ms. Clark?

21             MS. CLARK:  The Company has no cross.

22             CHAIRMAN LAVAR:  Okay.  Ms. Schmid?

23             MS. SCHMID:  The Division has no cross.

24             CHAIRMAN LAVAR:  Okay.  Mr. Dodge?

25                      CROSS-EXAMINATION
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 1   BY MR. DODGE:

 2        Q.   You'll be surprised to know that

 3   I do.  Mr. Mierzwa, good afternoon and welcome to Utah.

 4        A.   Good afternoon.  Thank you.

 5        Q.   In your testimony, and you don't need to refer

 6   to it specifically.  I think you'll recall.  You

 7   basically said in your view balancing charges and issues

 8   depend upon the specific circumstances of each utility.

 9             Is that a fair statement?

10        A.   That's a fair assessment.

11        Q.   Having said that, you will agree, will you not,

12   that in terms of a proposal to impose a daily balancing

13   requirement with a penalty or a charge on top of that

14   is fairly unusual among the utilities you're aware of,

15   is that a fair statement, as opposed to a balancing

16   charge on all volumes?

17        A.   A balancing charge on all volumes is more

18   common but I wouldn't say it's unusual to assess a daily

19   charge.  I mean, it's not unique, certainly not unique,

20   but the monthly balance is more common.

21        Q.   Of the ones that have been identified in this

22   docket by you and or the company, the only ones I have

23   located that have that kind of approach, I'd like to walk

24   through and see if you are familiar with them.  The first

25   one is Southwest Gas.
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 1             I see from your resumé, you have testified

 2   in Southwest Gas dockets; is that correct?

 3        A.   I don't think that -- yes.  I think I did.

 4   I don't think it was this century.

 5        Q.   Believe me, I know what you're talking about.

 6             Do you understand that the Southwest Gas tariff

 7   allows a 25 percent imbalance allowance?

 8        A.   I have not looked at the Southwest tariff in

 9   years.

10        Q.   And would it surprise you -- apparently it did

11   Mr. Schwarzenbach, but would it surprise you to know that

12   in Southwest, they allow the agents to indicate -- that

13   the intolerance is measured at the agent level and the

14   agent indicates to whom imbalance consequences should be

15   charged?

16        A.   I don't know what Southwest does.  It wouldn't

17   surprise me.

18        Q.   I'd like to hand you a page from the tariff and

19   just see if you have any reason to disagree that this is

20   a provision that Southwest tariff's dealing with.

21             And I'll represent to you, Mr. Mierzwa,

22   that this was downloaded from the internet using a site

23   provided either by you or by the company.  I don't know

24   exactly who gave that site in a data response.

25             And I think the Commission can take
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 1   administrative notice of tariffs of other utilities.

 2   I don't think we need to spend a lot of time on it,

 3   but I'd like you to just look at paragraph 6C.  And this

 4   is an incomplete part of the tariff.  I've got more of it

 5   if you want to look at it or the whole thing which is

 6   800-plus pages long electronically if you would.

 7             But 6C indicates -- it deals with nominations,

 8   and then the sentence I'm focused on in the middle there

 9   reads -- and tell me if I read this wrong.

10             "The customer or Agent must specify, prior to

11        the flow day, the method to be used by the Utility

12        for allocating imbalances among individual

13        customers.  If the allocation method is not

14        specified prior to the flow day, the Utility will

15        allocate any imbalances pro rata from the Cycle 1

16        Nomination."

17             Did I read that correctly?

18        A.   Yes, you did.

19        Q.   Now, if you accept my representation that

20   this is from the current Southwest tariff, it would

21   appear that whatever the consequences of the daily

22   imbalance restriction Southwest imposes is dealt with

23   at the agent level and the agent indicates what happens

24   when there are consequences when there are imbalances.

25             Is that how you would read that?
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 1        A.   That is how I would read that.

 2             MR. DODGE:  Another utility that -- and I guess

 3   I should mark this as cross X UAE 2.  And again, I would

 4   indicate, Mr. Chairman, that although I think you would

 5   take administrative notice, I'll move it be admitted as a

 6   cross X exhibit just for convenience.

 7             CHAIRMAN LAVAR:  Any objection from any party?

 8             (No verbal response)

 9             CHAIRMAN LAVAR:  Okay.  It'll be admitted.

10             (Cross Examination Exhibit UAE 2 marked and

11   admitted)

12   BY MR. DODGE:

13        Q.   Another utility, and I believe you identified

14   this one, is Vectren.  You're familiar with a the Vectren

15   utility?

16        A.   I'm familiar with the Vectren utilities.  I did

17   not identify Vectren as having balancing charges.

18        Q.   Oh.  I apologize.  I think you're right.

19   I think it was a company.  Vectren's located in Ohio?

20        A.   Vectren is in Indiana.

21        Q.   Oh.  Sorry.

22        A.   There is also a Vectren of Ohio.  There's two

23   Indiana companies and an Ohio company.

24        Q.   I'm sorry.  And I should have specified.  This

25   is Vectren Energy Delivery of Ohio.  And again, I'm going
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 1   to hand you a page.  And again, I have the tariff here or

 2   the entire thing electronically if there's a desire for

 3   it.  But I'm going to hand you just one page from the

 4   Vectren tariff.  And I'll ask that be marked Cross X

 5   UAE 3.  And I'm going to start with --

 6             (Cross Examination Exhibit UAE 3 marked)

 7   BY MR. DODGE:

 8        Q.   Would you accept subject to check that Vectren

 9   imposes a 15 percent daily tolerance requirement and then

10   cashes out imbalances if they're in excess of that

11   15 percent on a commodity basis?  Are you familiar with

12   that, with Vectren of Ohio?

13        A.   No.  I'm not familiar with -- I did a

14   management audit of Vectren Ohio something like 2006.

15   I don't know.  These tariffs, it looked like they were

16   approved in 2010.  So, I'm not familiar with --

17        Q.   (Overlapping voices).

18        A.   That's my estimate.  That's -- maybe a year or

19   two off.

20        Q.   If you accept, again subject to check, that

21   they impose a daily intolerance level like the company

22   here is proposing and then a consequence on top of

23   that -- and in this case it's a commodity cashout.

24             In the applicability provision of this tariff

25   dealing with nomination balancing, do you agree with me
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 1   that it reads that for purposes of nomination and

 2   balancing provisions, the term transporter shall mean

 3   pool operator and non-pooling transportation customer?

 4        A.   I'm sorry.  Where are you?

 5        Q.   At the very top of this page under

 6   applicability, the second sentence in that.  In other

 7   words, for the balancing and nominating provisions of

 8   Vectren, they define transporter as either the pool

 9   operator or a non-pooling transportation customer.

10             Do you see what I'm referring to?

11        A.   I'm sorry.  Top paragraph?

12        Q.   Yeah.  Did I hand you the right page?

13   It says applicability at the very top?

14        A.   No.  I got Daily Balancing Provision.

15        Q.   Shoot.  I copied the wrong page.  I'm sorry.

16   That's my fault.  I'm sorry.  I'm going to hand you --

17   I apologize to the rest of you.  Maybe at a break I can

18   make copies.  I think I gave Mr. Wheelwright the wrong --

19   it got sided, this page.  The copy, I have it two sided.

20             With your indulgence, Mr. Chairman, I'll ask

21   him a question on it and then provide copies and we can

22   get them before cross-examination or further examination

23   if people want to.  But under the applicability at the

24   top of that page --

25        A.   I still -- I think I still have the wrong page.
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 1             (Discussion off the record)

 2   BY MR. DODGE:

 3        Q.   Okay.  I'm going to hand you mine.  I'm sorry.

 4   I've really messed this up.  I know I have a couple more

 5   copies of it somewhere.

 6             So, if you'll read the second paragraph under

 7   the applicability sentence paragraph of that tariff.

 8        A.   I've read it.

 9        Q.   If you'd read it out loud, please.

10        A.   "For the purposes of these nomination and

11        balancing provisions only, the term transporter

12        shall mean pool operator and non-pooling

13        transportation customer."

14        Q.   Is it your understanding that Vectren of Ohio

15   allows pools?

16        A.   This is what the tariff would indicate.

17        Q.   And that the balancing and nomination

18   requirements are allowed at the pooling level if you're

19   a member of the pool?

20        A.   That's what the tariff says.

21        Q.   Now, I'm going to get this right eventually.

22             You testified I believe that another utility,

23   National Fuel, also has a daily imbalance requirement

24   for one of its schedules; is that right?

25        A.   Yes.
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 1        Q.   And that's referred to as DTS or daily

 2   transportation service?  Or is that -- I'm sorry.  That's

 3   East Ohio.  Let's get it right.

 4             DMT for daily metered transportation?

 5        A.   Yes, that's right.

 6        Q.   And another option is monthly metered

 7   transportation; right?

 8        A.   Yes, it is.

 9        Q.   And I know you've testified a lot under --

10   in national Fuel proceedings; is that correct?

11        A.   Yes, I have.

12        Q.   So, you're probably more familiar with that

13   one.  But is it not the case there that if you're a

14   transportation customer, you can elect a monthly metered

15   service in which you pay a balancing charge on all

16   volumes you transport or you can elect a daily

17   transportation service, DMT, daily metered

18   transportation, in which you have a two-percent tolerance

19   on over deliveries?

20             Above that, it's cashed out on a commodity

21   level and a zero percent tolerance on under deliveries

22   and under deliveries are cashed out.

23             Is that relatively accurate?

24        A.   Yeah.  Those are the options that National Fuel

25   provides.
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 1        Q.   And National Fuel does allow pooling; is that

 2   right?

 3        A.   Yes, they do.

 4        Q.   And so, if I'm a member of a pool and my pool

 5   chooses the daily metered transportation recognizing that

 6   that's I think a rare schedule for customers to use with

 7   National Fuel --

 8        A.   I don't think it's rare.

 9        Q.   Is it not rare?  Their Web site, I think

10   Mr. Higgins -- you read Mr. Higgins' testimony where he

11   cited on the Web site where it says few customers will

12   probably choose this option?

13        A.   The larger customers choose the option.

14        Q.   The larger?  For those, if they do DMT and they

15   do it through a pool, they are allowed to have those

16   imbalance restrictions imposed at the pool level;

17   correct?

18        A.   Correct.

19        Q.   Now, I at least -- I at least was unable to

20   find any other utility of all the ones you cited to,

21   that has a daily restriction with a consequence for

22   failure to -- for exceeding that restriction, period.

23   Those are the only three I found that had that with

24   one possible exception of East Ohio Gas.

25             Are you familiar with East Ohio?
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 1        A.   Yes, I am.  I'm just trying to think if they

 2   changed the name.  No.  It is East Ohio still.

 3        Q.   Is it Dominion East Ohio or what --

 4        A.   It used to be Dominion.

 5        Q.   I think it may be Dominion East Ohio.

 6             And is it consistent with your memory that

 7   Dominion East Ohio or East Ohio Gas has an option rule

 8   service for GTS or DTS, general or daily, one of which

 9   has a charge on all volumes and you choose a tolerance

10   level, two percent, four perfect, six percent,

11   eight percent, and the charge is differentiated?

12             Are you familiar with that?

13        A.   Yes, I am.

14        Q.   Or you can choose daily where you're charged

15   only on all imbalances over five percent.

16             Are you familiar with the daily --

17        A.   Yes.

18        Q.   -- transportation?  So again, I would represent

19   to you that of all the ones that you've cited to -- and

20   I'll tell you, I spent hours reading them because these

21   tariffs are real fun to read.

22             Of all the ones that you showed us, those are

23   the only ones I found that use an approach like the

24   utility's proposing here where they impose a restriction

25   and then a consequence on top of that.  And everyone of
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 1   them allowed that to be done at the pooling or an agent

 2   level.  Do you have any reason to disagree with that?

 3        A.   Well, I think we also brought up Delaware Power

 4   and Light which provides zero balance -- zero tolerance

 5   and assesses charges.

 6        Q.   Well, that's just a charge on all volumes.

 7        A.   No, it's not.

 8        Q.   It's not a charge on all volumes?

 9        A.   It only charges on imbalance.  They refer to it

10   as excess --

11        Q.   All imbalances.  Yes.  I'm sorry.  And in

12   Delaware, they allow aggregation and pooling; right?

13        A.   Yes, they do.

14        Q.   So, it would be a charge on the aggregated

15   pools imbalance, not on an individual customer?

16        A.   Yes.  The charge is assessed on the pool.

17        Q.   So, again, I've not located any utility in the

18   country that imposes a charge on imbalances greater than

19   a specified level, any kind of charges, that does not

20   also allow customers to choose a pool or an agent for

21   purposes of aggregating those imbalances for calculation

22   of penalty.  Are you familiar with one that we haven't

23   talked about?

24        A.   No, I'm not, but I have not gone and checked

25   every tariff that I'm aware of or company that I'm aware
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 1   of.

 2        Q.   It's true, is it not, Mr. Mierzwa, that many of

 3   the utilities that you are familiar with and in which in

 4   dockets of which you've testified that deal with charging

 5   transportation customers for balancing services, that in

 6   many of those, the LVC purchases upstream services both

 7   for their transportation customers and for their general

 8   service or their sales customers and then allocates the

 9   costs among them in some manner.

10             Is that a fair statement?

11        A.   Some of them do that, yes.

12        Q.   Isn't that most of them that you've testified

13   about or that you indicated in your daily request

14   response?

15        A.   It's a fair percentage.  It's probably most but

16   I don't know if it's 50-50, 60-40.  Something like that.

17        Q.   And isn't true that in most of those cases,

18   the goal in -- the process in a rate case is to identify

19   the portion of the upstream services that were purchased

20   specifically for the transportation customers and

21   allocate those costs and other costs for the services

22   that were purchased for sales customers?

23        A.   Those costs -- those allocations are examined

24   at purchase cost -- purchase gas cost proceedings.

25        Q.   Right.  My point is -- well, let me not say
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 1   that.  Isn't it accurate that in cases that you've

 2   testified in on daily balancing charges, your testimony

 3   is typically aimed at identifying those upstream services

 4   that the LDC has specifically contracted for for the

 5   benefit of transportation customers as opposed to other

 6   customers and allocating those costs based on for whom

 7   they were incurred?

 8        A.   That's what I generally testify in balancing

 9   charges, yes.

10             MR. DODGE:  And consistent with that, I'm going

11   to hand you one more exhibit that I'll ask to have

12   marked, if I may approach.

13             CHAIRMAN LAVAR:  Yes.

14             (Cross Examination Exhibit UAE 4 marked)

15   BY MR. DODGE:

16        Q.   I'll ask to have marked as Cross Examination

17   Exhibit UAE 4.  And I'll indicate that these are the

18   cover page and then one page out of the four pieces

19   of testimony that you provided to us in response to a

20   daily request, your testimony in various dockets.

21             And I'll ask you to turn -- and I hope yours

22   are in the same order mine are in.

23             The first page of mine is National Fuel,

24   your direct testimony March 6, 2015; is that correct?

25        A.   Yes, it is.
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 1        Q.   Okay.  If you'll turn to the back which is

 2   page five of your testimony, I'll read the first answer,

 3   the Q on line two is:

 4             "How does NFGD determine the amount of

 5   interstate pipeline capacity to reserve?

 6             Your answer was:

 7             "NFGD reserves capacity sufficient to meet the

 8        anticipated design day requirements of its PGC sales

 9        customers, Choice transportation customers and the

10        balancing requirements of Monthly Metered

11        Transportation, ('MMT') and Daily Metered

12        Transportation ('DMT') customers."

13             I'm going to pause there and indicate again,

14   in this context, National Fuel expressly reserves

15   upstream capacity in order to provide balancing services

16   for all those transportation classes; right?

17        A.   Yes.  And that would be the capacity that the

18   transportation customers were using for balancing

19   service.

20        Q.   Right.  And they wouldn't have purchased them

21   if they didn't have those balancing requirements.  They

22   would have purchased less of those services; right?

23             In other words, they look at the design day

24   needs of all their customers and contract for that amount

25   of capacity, not just for the capacity needed for the
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 1   design day of the gas supply customers; correct?

 2        A.   That's correct.

 3        Q.   If you'll turn the page, this is your direct

 4   testimony, again, if it's in the right order, in

 5   Chesapeake Utilities in Delaware, December 15, 2014.

 6             If you'll turn to page eight of that, the top

 7   question on that line six are there aspects of the

 8   company's amended application with which you agree, you

 9   start with:

10             "A, yes, I agree with Chesapeake's proposal

11        to release excess upstream pipeline capacity into

12        the open market."

13             And then it's the next sentence, two sentences,

14   that I want to focus on:

15             "I also agree with the Company's proposal

16        to assess GS, EGS, MVS, and EMVS transportation

17        customers a balancing charge.  This is appropriate

18        because the Company is required to maintain

19        interstate pipeline capacity to meet the design day

20        balancing requirements of these customers."

21             Now, my question is, that distinguishes,

22   like National Fuel, the one we just looked at -- this is

23   distinguished from the circumstance here where the

24   utility has testified it does not reserve any additional

25   upstream capacity in order to provide balancing services
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 1   for these customers.

 2             In other words, it has testified it would need

 3   the same regardless.  It's just that it's there and being

 4   used.  Do you agree that that's a distinguishing

 5   characteristic between the Chesapeake situation and here?

 6        A.   Yes, it is.  And it's still a service -- if the

 7   company wasn't buying any additional capacity, they would

 8   still be providing some sort of balancing service that

 9   was being used by the transportation customers.

10        Q.   I understand that's the argument, but I'm

11   trying to point out your testimony where you supported

12   balancing charges.  At least all the ones I looked at

13   all are in the context of identifying a portion of the

14   upstream services purchased for the benefit of

15   transportation customers, not where they were all

16   purchased for the benefit of the GS but there's some gas

17   service customers but that there's some argument that

18   they are being used by them, so they ought, in fairness,

19   allocate them a charge.

20             You've never testified in a docket like that,

21   have you, other than this one?

22        A.   I don't recall.  I've not gone back and looked

23   at each one but I just don't recall ever doing so.

24        Q.   I can represent, of the ones you supplied me,

25   I couldn't find anything like that.  I found these where
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 1   you're directly assigning the costs of services purchased

 2   for transportation as opposed to coming up with a way to,

 3   in fairness, charge someone for using the service

 4   purchased for someone else.  I'll just quickly go through

 5   the last two.  The last two are -- the next one, is it

 6   pronounced UGI?  U-G-I?

 7        A.   UGI.

 8        Q.   UGI Utilities.  And this is in Pennsylvania,

 9   March 1994.  If you'll turn to the testimony on the back,

10   page 19, you indicate, beginning on line five, this is a

11   slightly different issue beginning on -- the sentence

12   that begins on line five:

13             "UGI's larger interstate pipeline suppliers,

14        specifically Texas Eastern Transmission and

15        Transcontinental Gas Pipe Line, permit positive

16        and negative daily imbalance tolerances of

17        10 percent for basic transcription service.

18             "Therefore, positive daily imbalance tolerances

19        on the UGI system should be limited to 10 percent,

20        and a penalty assessed for positive imbalances

21        which exceed 10 percent.

22             "This would result in the imposition of the

23        same balancing requirements on UGI's transportation

24        customers as is placed on UGI by its interstate

25        pipeline suppliers."
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 1             Did I read that correctly?

 2        A.   Yes, you did.

 3        Q.   Now, in that context, because the upstream

 4   pipeline imposed a ten percent tolerance, you suggested

 5   that the charges should be imposed on the balances

 6   in excess of ten percent; correct?

 7        A.   Yeah.  This testimony was 1994.  It was 20

 8   years ago, but I think in this situation, I don't believe

 9   the utility was assessed any charges from the interstate

10   pipeline for any, you know, once you exceed the

11   imbalance.  And this -- and no-notice service kicks in

12   right away on Questar.  I don't believe that it was the

13   case for UGI.

14        Q.   They may not have had no notice is what you're

15   saying?

16        A.   No.  I'm saying there was no charge for --

17   the utility didn't start incurring charges at --

18   imbalance for one dekatherm.

19        Q.   Well, and nor do they on Questar Pipeline if

20   you're transportation customers.  There's a five percent

21   intolerance; right?

22        A.   If you're a direct customer.

23        Q.   Yes.  So, wouldn't that be consistent with your

24   testimony in '94 -- and the principles stay the same even

25   though it's many years ago, that because Questar Pipeline
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 1   allows a five percent tolerance, the penalties ought to

 2   be imposed only for imbalances in excess of that.

 3        A.   Well, again, this is 20 years ago, and I don't

 4   think the utility incurred any charges which is different

 5   than here.

 6        Q.   Nor do they here for transportation customers.

 7   They buy that, all of the no notice for sales customers.

 8        A.   No.  But the utility is assessed a charge

 9   if the transportation customer's out of balance.

10        Q.   Not if it's the first five percent if it's on

11   an individual customer basis.

12        A.   No.  I'm talking about the utility being

13   assessed the charge.

14             MS. CLARK:  I'm going to object to the

15   underlying supposition to the question because I think

16   it mischaracterizations testimony given earlier today.

17   BY MR. DODGE:

18        Q.   Okay.  I'll move on.  The next page is your

19   testimony in 2010, Equitable Gas Company, also

20   Pennsylvania; right?  And again, on the question

21   on line 15, page five was:

22             "Does Equitable reserve pipeline capacity

23        to meet the requirements of all of its customers?"

24             You're your answer was:

25             "No.  Equitable reserves sufficient capacity
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 1        to meet the design peak day requirements of its

 2        PGC sales customers and small transportation

 3        customers participating in the Company's

 4        customer choice program."

 5             That's where customers can then be

 6   transportation customers in a pool; correct?

 7   Customer choice.  They get to choose their supplier?

 8        A.   A customer choice program is a program where

 9   residential customers become transportation customers.

10        Q.   That's what I mean.  That's what I was trying

11   to say.  They get to join the pool and choose their

12   supplier; right?

13        A.   They don't join a pool.  They select a

14   supplier.  The supplier is the pooling agent.

15        Q.   Right.  Yeah.  It is a pool; right?

16             The customer --

17        A.   The customer doesn't select the pool.

18   The customer selects the supplier.

19        Q.   They select the supplier and the supplier

20   is the pool?

21        A.   Right.

22        Q.   And then it goes on:

23             "Larger transportation customers are generally

24        responsible for securing their own capacity;

25        however, Equitable does reserve capacity to meet
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 1        the balancing and standby service requirements

 2        of larger transportation customers."

 3             So, you go on to say, even though they're

 4   responsible for their own transportation which is the

 5   same situation in Utah, that they should be assigned some

 6   charges because Equitable reserves capacity specifically

 7   to meet their needs in terms of standby imbalancing.

 8             Again, the question I'm asking is, you

 9   acknowledge, do you not, that those circumstances are

10   different than here where the company has testified

11   it would reserve the exact same amount of no notice,

12   storage, and transportation capacity for its sales

13   customers even if they had not one transportation

14   customers?

15        A.   Yes.  The circumstances are different.

16   Questar does not reserve capacity for transportation

17   customers.

18        Q.   So, maybe a different analysis on the fairness

19   of a rate ought to be employed, don't you think, than

20   what you might do in the typical cost allocation?

21        A.   Well, I've not assigned a specific package of

22   capacity to transportation customers in this proceeding.

23        Q.   And then lastly, Mr. Mierzwa, on lines 69 and

24   70 of your surrebuttal, and you can turn there if you'd

25   like.  I said that -- actually, I'm going to ask one

0163

 1   question before that and if I've already asked it and

 2   you've answered it, feel free to tell me because

 3   I honestly don't remember.

 4             Of the utilities you are familiar with that

 5   assess some kind of a balancing charge to transportation

 6   customers, is it a fair statement that virtually all of

 7   them allow pooling for nomination, balancing, and other

 8   purposes?

 9        A.   Yes.  Most of them allow pooling.

10        Q.   Okay.  Now, back to the question I was going

11   to ask.  Are you advocating in lines 69 and 70 that the

12   commission impose a charge now even if it may be too high

13   to make up for what you think is the failure to charge

14   in the past, failure to charge for these services

15   in the past?

16        A.   That would not be unreasonable.

17        Q.   Do you in states you've testified in not have a

18   concept of retroactive ratemaking?

19        A.   It's not retroactive ratemaking.  The charges

20   would not be assessed on past usage which is what

21   retroactive ratemaking entails.  Retroactive ratemaking

22   is not based on future activity.

23        Q.   I'm not going to get into a legal argument

24   with you because you're not a lawyer; right?

25        A.   No, I'm not.
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 1        Q.   And you're probably not familiar with law,

 2   but is it your position that retroactive ratemaking only

 3   applies, your understanding, when you charge for

 4   future -- for past uses without charging it into the

 5   future?  I mean, I'm trying to understand what you're

 6   saying.  If someone says, gosh, we should have charged

 7   you a hundred dollars more last year, so we're going

 8   to charge it on your future dekatherms, to you,

 9   is that not retroactive ratemaking?

10        A.   Not if the FERC level which is where they dealt

11   with retroactive ratemaking was dealt with at FERC for

12   take or pay and where before Order 636 companies did not

13   purchase the gas from the suppliers that they had

14   promised to purchase and incurred minimum bill charges

15   and companies were trying to assess utilities based on

16   their failure to buy gas from the pipeline which would

17   have been considered retroactive ratemaking charges where

18   the take-or-pay charges were then collected in the future

19   from those customers but not based on past usage but

20   current usage.

21        Q.   But without debating the point, is it fair to

22   say, you're not familiar with whether the state of Utah

23   may have -- the Supreme Court of Utah or this Commission

24   may have a retroactive ratemaking prohibition that may

25   differ from that?  You wouldn't know; I take it?
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 1        A.   I would not know.

 2             MR. DODGE:  Thank you.  I have no further

 3   questions.

 4             CHAIRMAN LAVAR:  Mr. Cook?

 5             MR. COOK:  No questions.

 6             CHAIRMAN LAVAR:  Mr. Williams?

 7             MR. WILLIAMS:  No questions.

 8             CHAIRMAN LAVAR:  Mr. Olsen?

 9             MR. OLSEN:  We have nothing further.

10             CHAIRMAN LAVAR:  Nothing further?  Okay.

11             Commissioner White?

12             COMMISSIONER WHITE:  No.

13             CHAIRMAN LAVAR:  Commissioner Clark?

14             COMMISSIONER CLARK:  No questions.

15                         EXAMINATION

16   BY CHAIRMAN LAVAR:

17        Q.   I have one.  I think this is a different

18   question than Mr. Dodge was just asking.

19             Looking at that same section of your

20   surrebuttal, is it your testimony that the rate proposed

21   in this docket would compensate for previous years of

22   inequitable recovery?

23        A.   No, I'm not.

24             CHAIRMAN LAVAR:  Okay.  Thank you.

25             Anything else, Mr. Olsen?
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 1             MR. OLSEN:  We have no further witnesses,

 2   Your Honor.

 3             CHAIRMAN LAVAR:  Okay.  Ms. Schmid?

 4             MS. SCHMID:  The Division would like to call

 5   its witness, Mr. Douglas Wheelwright.

 6             Could he please be sworn?

 7             MR. DODGE:  Mr. Chairman, if I failed to,

 8   I should move the admission of those cross-examination

 9   exhibits.  I think I did the first one.  I may have

10   forgotten the next two.

11             CHAIRMAN LAVAR:  Yes.  Well, I'm not sure we

12   have in our possession number three.

13             MR. DODGE:  Oh.  I can get that for you.

14             CHAIRMAN LAVAR:  Okay.  But did you want to

15   move for number four?

16             MR. DODGE:  Yes.  I'd move for number four.

17             CHAIRMAN LAVAR:  Any objections?

18             MS. SCHMID:  None.

19             MS. CLARK:  No objection.

20             CHAIRMAN LAVAR:  Okay.  It's entered.

21   Thank you.

22             (Cross Examination Exhibit UAE 4 admitted)

23             CHAIRMAN LAVAR:  Mr. Wheelwright, do you swear

24   to tell the truth?

25             THE WITNESS:  Yes, I do.
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 1             CHAIRMAN LAVAR:  Thank you.

 2                   DOUGLAS D. WHEELWRIGHT,

 3               having first been duly sworn, was

 4               examined and testified as follows:

 5                      DIRECT EXAMINATION

 6   BY MS. SCHMID:

 7        Q.   Good afternoon.

 8        A.   Good afternoon.

 9        Q.   Could you please state your full name,

10   employer, title, and business address for the record?

11        A.   Yes.  My name is Douglas D. Wheelwright.

12   I'm employed by the Division of Public Utilities as a

13   technical consultant.  My business address is 160 East

14   300 South here in Salt Lake City.

15        Q.   On behalf of the Division in connection with

16   your employment, have you participated in this docket?

17        A.   Yes, I have.

18        Q.   Could you please briefly describe your

19   participation?

20        A.   I've reviewed the information as filed by the

21   Company and the testimony of the intervening parties.

22        Q.   Did you also prepare or cause to be prepared

23   under your direction which has been premarked as

24   DPU Exhibit 1.0D the prefiled -- your direct prefiled

25   testimony?  And that was filed on July 2nd, 2015;
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 1             And also your surrebuttal testimony marked for

 2   identification as DPU Exhibit 1.0SR and that was filed

 3   on August 14th, 2015?

 4        A.   Yes, I did.

 5        Q.   Do you have any changes or directions

 6   corrections?

 7        A.   No, I don't.

 8        Q.   If I were to ask you the same questions as are

 9   in your testimonies today, would your answers be the

10   same?

11        A.   Yes, they would.

12        Q.   Do you have a summary to present?

13        A.   Yes, I do.

14             MS. SCHMID:  But before we go to there, I'd

15   like to move for the admission of DPU Exhibit 1.0D and

16   DPU Exhibit 1.0SR and any exhibits attached thereto.

17             CHAIRMAN LAVAR:  Any objection from any party?

18             (No verbal response)

19             CHAIRMAN LAVAR:  They're admitted.

20   Thank you.

21             (DPU Exhibit 1.0D and DPU Exhibit 1.0SR

22   marked and admitted)

23   BY MS. SCHMID:

24        Q.   Please proceed.

25        A.   Good afternoon, commissioners.
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 1             In the company's filing, there are two main

 2   objectives to consider in this docket.  First, the

 3   Company is seeking to assign costs to transportation

 4   customers for the supplier non-gas services that are used

 5   on the Questar Gas system.

 6             Second, the Company would like to improve the

 7   nomination process so the gas nominations for each

 8   customer are more closely aligned with the actual usage.

 9             Issues surrounding the proper the nomination of

10   natural gas by transportation customers and their agents

11   has been a concern in previous dockets and continues

12   to be a concern to the Company.

13             There are approximately 300 customers that have

14   chosen to contract for transportation services.  While

15   the number of transportation customers is relatively

16   small, the volume of gas used by these customers

17   represents approximately 25 percent of the total annual

18   volume on the Questar Gas system with volumes heavily

19   weighted toward the larger customers.

20             Small customers in this class have an annual

21   usage as low as 2500 dekatherms per year, while the

22   largest customer uses 6.6 million dekatherms per year.

23             The ten largest customers account for

24   approximately 58 percent of the total volume and the

25   largest 40 customers represent approximately 80 percent
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 1   of the transportation volume.

 2             The remaining 260 customers in this class

 3   represent only 20 percent of the total volume.

 4             The Company is asking for Commission approval

 5   to allocate approximately $1.7 million in SNG costs to

 6   the customers using transportation services.  The 1.7

 7   million does not appear to be excessive given the large

 8   volume of gas that transportation customers bring to the

 9   Questar system and the use of these balancing services.

10             If Commission finds that the allocation of

11   these costs to transportation customers is appropriate,

12   the next question is whether to collect this charge

13   through a flat volumetric rate on all transportation

14   customers or through the allocation process proposed

15   by the Company.  Both options will collect the same

16   amount but the impact to individual customers is

17   quite different.

18             Large volume customers will be allocated a

19   greater portion of the charge under the flat volumetric

20   rate while smaller customers will be allocated a greater

21   portion of the charge under the Company's proposed

22   calculation.

23             The second stated goal is to approve the

24   accuracy of the nomination process.  The nomination

25   process requires each customer or each customer's agent
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 1   to estimate and schedule the amount of gas to be needed

 2   in advance of the actual burn day.

 3             Realtime factors such as weather conditions

 4   or manufacturing changes can impact the accuracy of the

 5   forecast requirement.  While the nominations are

 6   estimated in advance, the actual measurement of the

 7   volume used or the gas measured at the meter is not

 8   available from the Company until at least one day

 9   after the gas has already been used.

10             This process of bringing gas to the Questar Gas

11   system based on estimated usage will always have some

12   degree of error and will require some degree of

13   allowance.  Based on the Division's review of the

14   historical nomination and usage information, it is

15   apparent that in many instances the daily nominations

16   do not match the actual usage amounts on an individual

17   customer basis.

18             In many cases, marketing companies appear to be

19   entering nominations at the marketing company level or

20   adjusting the nominations for one customer in order to

21   balance the nominations and usage for multiple customers.

22             One possible remedy to improve the nomination

23   process would be to better utilize the provisions already

24   included in the company's tariff.

25             Section 5.09 of the company's tariff currently
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 1   identifies a plus or minus five percent as the daily

 2   imbalance tolerance window for each customer nomination.

 3             If nominations are outside the allowed

 4   tolerance, the existing tariff allows the Company to

 5   impose restrictions.  These restrictions may be applied

 6   on a system-wide basis, a nominating-party by

 7   nominating-party basis, a customer-by-customer basis,

 8   or on a geographic area basis.

 9             It is the Division's recommendation that the

10   existing tariff could be better utilized to identify

11   and possibly restrict individual customers or marketing

12   companies that may not be in compliance with the allowed

13   tolerance limits.

14             With the current marketing price -- the current

15   market price of natural gas, there will continue to be

16   an economic incentive for customers to utilize

17   transportation services.

18             Given the diverse nature and the increase

19   in the number of the customers using transportation

20   services, the Division would support the creation of a

21   task force or a working group to review and further

22   refine the supplier non-gas costs that would be assigned

23   to this class and to address other issues relating to

24   transportation customers.

25             While a working group may not come to a
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 1   consensus opinion all the issues, it would be helpful

 2   to continue the dialogue on ways to improve the

 3   nomination process and possibly find mutually beneficial

 4   solutions to these ongoing issues.

 5             At the conclusion of the working group, a

 6   summary report will be provided to the Commission and

 7   other parties would be allowed to provide comments.

 8             In summary, the Division agrees with the

 9   Company that transportation customers should pay for the

10   services that are being used.

11             The calculated $1.7 million does not appear

12   to be excessive and will be credited to sales customers

13   through the 191 account.

14             The primary question remaining is the best way

15   to allocate the charge either through a flat volumetric

16   rate or through the calculation proposed by the Company.

17             With a flat rate, the Company will collect a

18   fee for these services and will be required to provide

19   balancing service for all transportation customers.

20             The Company-proposed rate will allow individual

21   customers and marketing companies to be more responsive

22   to the nomination process and could encourage customers

23   to balance the usage and nominations on a daily basis

24   in order to minimize the out-of-balance charges.

25             It is unclear how many customers will try to

0174

 1   improve their nominations and how many customers will

 2   choose to pay the out-of-balance charges and continue

 3   to nominate as they have in the past.

 4             As I stated before, the Division recommendation

 5   is that the existing tariff would be better utilized and

 6   identify possible restrictions on an individual customer

 7   or a marketing company basis.

 8             And that concludes my summary.

 9        Q.   Mr. Wheelwright, were you present in the

10   hearing room when Chair Lavar denied the motion to strike

11   the surrebuttal testimony of Michael McGarvey but

12   indicated that the Office and the Division would be

13   allowed to address that surrebuttal testimony?

14        A.   Yes, I was here.

15        Q.   Do you have any statements to make on that

16   testimony?

17        A.   No.

18             MS. SCHMID:  Thank you.  Mr. Wheelwright is now

19   available for cross-examination and questions from the

20   Commission.

21             CHAIRMAN LAVAR:  Ms. Clark?

22             MS. CLARK:  The Company has no questions for

23   Mr. Wheelwright.

24             CHAIRMAN LAVAR:  Mr. Olsen?

25                      CROSS-EXAMINATION
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 1   BY MR. OLSEN:

 2        Q.   We just have one.  I thought I'd clarify

 3   if I can, Mr. Wheelwright.  It appears on earlier

 4   cross-examination that the statement was made that

 5   you were no longer supporting -- and maybe I understood

 6   misunderstood this, that you were no longer supporting

 7   the workgroup.  Perhaps I misunderstood that.

 8             Is it your testimony that you are --

 9        A.   I think a workgroup would be beneficial to all

10   parties.

11             MR. OLSEN:  Okay.  Thank you.  I must have

12   misunderstood.  Thank you.

13             CHAIRMAN LAVAR:  Anything else, Mr. Olsen?

14             MR. OLSEN:  No.

15             CHAIRMAN LAVAR:  Mr. Dodge?

16                      CROSS-EXAMINATION

17   BY MR. DODGE:

18        Q.   Thank you, Mr. Chairman.

19             Mr. Wheelwright, good afternoon.

20        A.   Good afternoon.

21        Q.   Just a couple of quick questions.

22             The Division has not done an analysis to

23   determine what it believes would be a reasonable revenue

24   requirement that should be imposed upon transportation

25   customers for the use of these services; correct?
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 1             You've said in your rebuttal, your surrebuttal,

 2   you said you don't think the 1.7 is necessarily

 3   unreasonable.  You've not done an analysis to say

 4   what would be reasonable; have you?

 5        A.   No.  We've not done our own independent

 6   analysis.  We relied on information provided by the

 7   Company.

 8        Q.   And then secondly, you raised in your

 9   testimony, I think Mr. Mendenhall this morning referenced

10   it, the fact that by stipulation there is a six cent per

11   dekatherm charge imposed on the municipal transportation

12   rate for balancing services; is that right?

13        A.   That's correct.

14        Q.   And if you'd like to, that's on page four of

15   your surrebuttal where you talk about that.  You quote

16   from the stipulation that approved the adoption of that

17   rate.  It's a fair statement, is it not, that, A, in the

18   stipulation itself it says there's no agreement on

19   whether that's a cost-based rate?

20        A.   Yes, that's correct.

21        Q.   So, reliance upon that in this docket would be

22   reliance upon something that's never been found to be

23   cost based?

24        A.   Right.

25             MS. SCHMID:  Objection to the extent it
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 1   calls for a legal conclusion.

 2   BY MR. DODGE:

 3        Q.   Well, yeah.  Without trying to call for a

 4   legal conclusion.  I'm not saying legally.

 5             Do you think it would be reasonable to base a

 6   decision about what is an appropriate cost-based rate

 7   on a stipulation that by it's own terms there's no

 8   agreement that it's cost based without first analyzing

 9   the cost-based nature of the other charge?

10        A.   I think it's pretty clear that in that

11   stipulation they said it's not cost based.  That's

12   what the stipulation says.

13        Q.   And then lastly, and again, if you want to

14   refer to it, it says in the stipulation that it is

15   intended to compensate for no notice and storage service;

16   right?  It says nothing about transportation.

17        A.   Can you point me to where you're referring to?

18        Q.   Yeah.  In the stipulation.  Let me find it.

19   I'm sorry.  In your surrebuttal on page four.  I don't

20   think you have lines on it.  The stipulation says --

21   you've italicized and bolded:

22             "QGC believes that this charge will recoup its

23        estimate of the MT customer's share of the company's

24        no-notice service and a portion of storage services

25        they believed are used to balance the daily
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 1        variation and loads between the forecasted usage

 2        of MT customers and their actual usage."

 3             Nowhere in there is there a reference to

 4   transportation; is there?

 5        A.   No.

 6        Q.   And if, in fact, in this docket what the

 7   company has said is to recoup just the no notice and

 8   storage cost, it would drop that revenue requirement

 9   as we showed on this exhibit down to about half of that

10   amount if the transportation component were left out

11   as it apparently was in the MT stipulation?

12        A.   Well, I think you're trying to mix two things

13   because we're not trying -- this stipulation says it's

14   not cost based.  And you're trying to equate this with a

15   cost-based calculation.

16        Q.   Actually, I was trying to reference the

17   company's own statement as to what the six cents was

18   intended to do in that docket.  And the quote that you

19   included in your testimony suggest that Questar itself

20   said the goal was to recoup no notice and storage.

21             It said nothing about transportation; correct?

22        A.   It didn't say anything about transportation.

23   That's true.

24             MR. DODGE:  Thank you.  No further questions.

25             CHAIRMAN LAVAR:  Thank you.  Mr. Cook?
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 1             MR. COOK:  No questions.

 2             CHAIRMAN LAVAR:  Mr. Williams?

 3                      CROSS-EXAMINATION

 4   BY MR. WILLIAMS:

 5        Q.   Yeah.  I have two questions and some

 6   clarifications here.  You say in your summary here today

 7   that the current market price of gas is an incentive

 8   for customers to become transportation customers.

 9             Could you elaborate on that, what you meant

10   by that?

11        A.   All I was meaning by that is the current market

12   price for gas is lower than the cost of service gas

13   produced by Wexpro.

14        Q.   All right.  And then, secondly, you also

15   in your summary today, you alluded to I believe existing

16   tariff, I call them tools, be utilized to better

17   incentivize a more accurate nomination.

18             Again, can you elaborate what those would be?

19        A.   Well, one of the provisions in the tariff

20   allows the company to place an individual customer

21   or a marketing company on restriction.

22             The company provided information that shows

23   that several customers -- I think it's been testified to

24   today that 80 percent of the customers have been out of

25   balance at any point in time, 80 percent of the
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 1   nominations.

 2             I would envision the company could look

 3   at the information that's been provided, identify those

 4   customers or those marketing companies that have the

 5   greatest degree of imbalance and put those customers on

 6   restriction.  And if they are on restriction, they're not

 7   allowed to go outside that five percent tolerance.

 8             MR. WILLIAMS:  That's all.  Thank you.

 9             CHAIRMAN LAVAR:  Any redirect?

10             MS. SCHMID:  No redirect.

11             CHAIRMAN LAVAR:  Okay.  Commissioner White?

12             COMMISSIONER WHITE:  No questions.

13             CHAIRMAN LAVAR:  Commissioner Clark?

14                         EXAMINATION

15   BY COMMISSIONER CLARK:

16        Q.   Mr. Wheelwright, I believe you were here this

17   morning?

18        A.   Yes.

19        Q.   And you then heard some references to meetings

20   between the utility and customers I think in early 2014

21   or maybe the first half of 2014 --

22        A.   Yes.

23        Q.   -- addressing generally at least the issues

24   that are presented in this docket.  And I'm just

25   wondering if you participated in any of those meetings.
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 1        A.   I did participate in all of those meetings.

 2        Q.   Is there anything in those meetings that gives

 3   you hope that additional workgroup activity would be

 4   productive?

 5        A.   Yes.  I think additional workgroups would be

 6   productive.  One of the things that has been brought out

 7   is the increase in the number of transportation customers

 8   over the years.  Originally there were a handful of very

 9   large customers using transportation services.

10             That has now changed.  We have 300 customers

11   using the service with a varying degree of

12   sophistication.  Some use -- some high-volume customers

13   will monitor very closely.  Others will not.

14             I think the makeup of these customers has

15   changed and I think a good dialogue with all the parties

16   would be helpful.

17             COMMISSIONER CLARK:  Thank you.

18             CHAIRMAN LAVAR:  Thank you, Mr. Wheelwright.

19             THE WITNESS:  Thank you.

20             CHAIRMAN LAVAR:  Anything else, Ms. Schmid?

21             MS. SCHMID:  Nothing further from the Division.

22             CHAIRMAN LAVAR:  I'll ask Mr. Dodge, Mr. Cook,

23   and Mr. Williams, do the three of you have a consensus

24   for order of remaining witness?

25             MR. DODGE:  We do.  I think we were going to
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 1   start with Mr. McGarvey with Summit and then we will go

 2   to Mr. Medura from CIMA.  And after that, we have Jeff

 3   Fishman and Kevin Higgins.  But at about 4:15, I'd like

 4   to do Mr. Swenson, however that fits into that order.

 5             CHAIRMAN LAVAR:  Okay.  We'll go forward that

 6   way.  Mr. Williams?

 7             MR. WILLIAMS:  I'd like to call Mr. McGarvey.

 8             CHAIRMAN LAVAR:  Mr. McGarvey, do you swear

 9   to tell the truth?

10             THE WITNESS:  I do.

11             CHAIRMAN LAVAR:  Thank you.

12                     MICHAEL R. MCGARVEY,

13               having first been duly sworn, was

14               examined and testified as follows:

15                      DIRECT EXAMINATION

16   BY MR. WILLIAMS:

17        Q.   Mr. McGarvey, can you please identify yourself

18   and spell your last name?

19        A.   My name is Michael Ryan McGarvey,

20   M-c-G-a-r-v-e-y.

21        Q.   Thank you.  And are you hear in a

22   representative capacity?

23        A.   I am.  I'm here representing Summit Energy.

24        Q.   And what is the address for Summit Energy?

25        A.   90 South Fourth West in Salt Lake City, Utah.
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 1        Q.   Thank you.  And what is your position there?

 2        A.   My position is to contest Questar Gas's

 3   proposal.

 4        Q.   No.  As far as your job.

 5        A.   Oh.  My job.  I am the director of natural gas

 6   trading and marketing for Summit Energy.

 7        Q.   All right.  Thank you.

 8             Directing your attention to the direct

 9   testimony and the surrebuttal testimony that was filed

10   on your behalf, are you familiar with those?

11        A.   I am.

12        Q.   Were you instrumental in the preparation?

13   Were they prepared by you or under your direction?

14        A.   Yes.

15        Q.   And if you were asked the same questions that

16   are contained in those documents today, would the answers

17   still be the same?

18        A.   Yes.

19             MR. WILLIAMS:  I propose that the direct

20   testimony, surrebuttal testimony of Mike McGarvey

21   be admitted.

22             CHAIRMAN LAVAR:  Any objections from any party?

23             MS. SCHMID:  None from the Division.

24             MR. OLSEN:  No objections subject to our

25   original --
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 1             CHAIRMAN LAVAR:  To your previous motion.

 2             MR. OLSEN:  -- motions.

 3             CHAIRMAN LAVAR:  Certainly.

 4             MS. CLARK:  No objection from the Company.

 5             CHAIRMAN LAVAR:  They'll be admitted.

 6   Thank you.

 7             (Exhibit SE 1 and Exhibit SE 2 marked and

 8   admitted)

 9   BY MR. WILLIAMS:

10        Q.   Can you briefly summarize the testimony that's

11   contained in those documents?

12        A.   Yes.  My direct testimony responds to Questar

13   Gas's two reasons for supporting this docket.  The first

14   to assign costs to transportation customers for the

15   services they use, and second, to incentivize

16   transportation customers to more closely match their

17   nominations with their usage.

18             The methodology provided by Questar Gas to

19   develop the revenue requirement for the services used

20   by transportation customers is inaccurate.

21             By revenue requirement, I mean actually actual

22   additional transportation used, no-notice transportation

23   used with fuel used and storage used that Questar Gas

24   provides outside of what is used daily for their sales

25   customers to mitigate the supply activity of the
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 1   transportation customers.

 2             Instead of identifying the actual service

 3   components used, Questar Gas has opted to use a formulaic

 4   method based upon imbalances that does not accurately

 5   represent the actual asset usage the TS customers are

 6   using during Questar Gas's test period.

 7             Instead, Questar Gas's method takes the netted

 8   imbalance each day during the test period they've

 9   designed, applies a tolerance, then assumes a

10   theoretically used upstream component cost structure

11   for the remainder.  The example I provided in my direct

12   testimony makes this difference clear.

13             On days when Questar Gas is providing supply

14   to its sales customers in part or entirely from storage

15   and while supply to the transportation service customers

16   is in excess of their usage, Questar Gas believes that

17   the excess supply is then received and transported and

18   injected into storage.  The cost structure reflects that.

19             During the technical conference for this docket

20   in this example, Questar Gas would not transport --

21   Questar Gas admitted to not transporting this excess

22   supply for the transportation service customers and

23   instead absorbed it and just withdrew less from their

24   own storage accounts.

25             It's important to note that the transportation
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 1   customers are not opposed to paying back the cost of

 2   services they incurred just as long as those costs

 3   reflect the actual costs.

 4             Every cycle of every day, each dekatherm is

 5   accounted for in flow reports provided by pipelines and

 6   storage facilities.  The actual cost of services Questar

 7   Gas is seeking to have its transportation customers repay

 8   is not an approximation.  It's an exact value that can be

 9   found by auditing the actual activity Questar Gas has had

10   to perform each day during their test period.

11             I ask the Commission to reject the methodology

12   proposed by Questar Gas because they have chosen to use

13   a theoretical cost structure of assets used to develop

14   the revenue requirement instead of the actual costs.

15             I believe that using the actual asset usage

16   to derive the requirement would align with their stated

17   reason for supporting the docket: to assign costs to the

18   transportation customers for the services they use.

19             My direct testimony then identifies reasoning

20   why the method with which Questar Gas seeks to apply

21   daily imbalance penalties to recover these costs incurred

22   by the transportation customers are flawed.

23             Their method would apply penalties on both

24   sides both over and under the defined tolerance.

25             My direct testimony provides an example where
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 1   when transportation customers positive and negative

 2   outside of tolerance within a penalty realm.  Each would

 3   be penalized when the actual event, the net impact to the

 4   utility would be within tolerance.

 5             The concern is that there is no netting

 6   provision provided by Questar Gas in the application

 7   of daily penalties.  The customers would have exposure to

 8   penalties when their activity may in fact be benefiting

 9   the overall position on a systemic level.  If the

10   opposite were true, the application of these penalties

11   could be distributed on a pro rata basis.

12             And my last point has to do with Questar Gas's

13   second stated reason for support of the docket is to

14   incentivize transportation customers to more closely

15   match their nominations with usage.

16             Questar Gas already has the ability by imposing

17   OFO restrictions.  Historically, Questar Gas has only

18   imposed these restrictions on a system-wide basis when

19   in fact their tariff clearly allows for them to do it

20   on a supplier-by-supplier level, geographically, and

21   on a customer-by-customer basis.

22             As Questar becomes aware of poor nomination

23   practices, it is entirely within their ability to take

24   measures to correct it.

25             My testimony identifies Questar Gas's ability
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 1   to provide themselves with greater transparency by

 2   aggregating the transportation customers by suppliers

 3   so that Questar Gas can better determine which supplier

 4   is under performing and which are not.

 5             Most if not all transportation customers

 6   themselves do not procure, nominate or balance their own

 7   supply.  Their suppliers do.

 8             It would behoove Questar Gas to aggregate to

 9   the 13 suppliers the netted imbalance for the calculation

10   and impose imbalance penalties instead of at the level

11   of 300 or more individual customers.

12             The method would provide Questar Gas the

13   transparency necessary to identify areas of severe

14   imbalance by exposing the net supply provided to the net

15   customer base instead of at the individual customer level

16   where such pairing can be difficult to determine.

17             Questar Gas could then impose OFO restrictions

18   selectively at a problem area to remedy their imbalance

19   issues instead of systemically.

20             It is thought that OFO restrictions do not come

21   with penalties, with severe enough penalties to incent

22   better nomination practices because they can simply be

23   traded away when in fact OFO restrictions do come with

24   penalties and can only be traded away when imbalanced

25   positions that are opposite exist.
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 1             This is not always the case.

 2             To be clear, positive imbalances are traded

 3   with counterparties having opposite negative balances in

 4   an effort to true-up to the net impact to Questar Gas.

 5             There are also added benefits of aggregation

 6   during periods of curtailment.  When time is of the

 7   essence, participants controlling supply must act very

 8   quickly to replace and redirect supplies to maintain

 9   system integrity and service.

10             Aggregation allows Questar Gas to quickly

11   identify which transportation suppliers are deficient

12   in providing supply to their combined customer base.

13             Aggregation enables Questar Gas to only need

14   to reach out to 13 individual suppliers and requires far

15   less time than contacting 300 and in reality puts Questar

16   Gas in touch with the relevant people that are most able

17   to efficiently and effectively respond to the curtailment

18   event.

19             By not doing so, Questar's efforts to reach out

20   to 300-plus transportation customers would only delay

21   the response time to correct the problem as each

22   transportation customers would only then reach out to

23   their supplier anyway.

24             Summit Energy supports the use of continued

25   discussions via a working group to find common ground
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 1   with the points mentioned.  This concludes my summary.

 2             MR. WILLIAMS:  Any cross-examination now?

 3             CHAIRMAN LAVAR:  Okay.  Thank you.

 4             And I should have addressed this before your

 5   summary, but what I would propose subject to any

 6   objection for order of cross-examination for the

 7   remaining witnesses would be any cross-examination by the

 8   intervening parties first.  Then I would propose

 9   Division.  Then office.  Then Questar.

10             Is there any objection to that order of cross?

11             MS. SCHMID:  No objection.

12             MR. DODGE:  That's fine.

13             MR. OLSEN:  No objections.

14             CHAIRMAN LAVAR:  Mr. Dodge?

15             MR. DODGE:  No questions.  Thank you.

16             CHAIRMAN LAVAR:  Mr. Cook?

17             MR. COOK:  No questions.

18             CHAIRMAN LAVAR:  Ms. Schmid?

19                      CROSS-EXAMINATION

20   BY MS. SCHMID:

21        Q.   Just a couple.  Are you familiar with how

22   Summit makes its nominations to Questar Gas?

23        A.   I am.

24        Q.   Were you here when I asked Mr. Schwarzenbach

25   how often TS customers generally change their
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 1   nominations?

 2        A.   I was here.

 3        Q.   How often does Summit change its nominations?

 4        A.   I would say at most twice a week.

 5        Q.   Does Summit do that on a day-ahead basis?

 6        A.   It does.

 7        Q.   Does Summit utilize the intraday refinement

 8   process that is available?

 9        A.   As needed.

10        Q.   Does Summit make nominations on a per-customer

11   basis or on an aggregate basis?

12        A.   Per customer.

13        Q.   And so, changes would also be on a per-customer

14   basis?

15        A.   As needed, yes.

16        Q.   At the current time, are the transportation

17   service customers for whom Summit makes nominations,

18   are they paying for balancing services as part of their

19   TS rate?

20        A.   It comes with being a supplier but I would

21   assume they do.

22        Q.   Could you tell me how much of their rate is

23   attributable to the balancing services?

24        A.   I cannot.  That's proprietary.

25        Q.   I'm talking about Questar Gas's rate,
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 1   not your --

 2        A.   Okay.  I'm trying to understand here.  Can you

 3   help me understand?

 4        Q.   Okay.  I was confusing.  Sorry.  So, Summit has

 5   customers that are transportation customers.

 6        A.   Yes.

 7        Q.   Do those transportation customers pay Questar

 8   Gas for balancing services currently?

 9        A.   Without having the tariff in front of me, I do

10   not believe their tariff as defined in 5.01 has a

11   provision for balancing costs.

12        Q.   Right now, what happens if Summit's customers

13   nominations and usage doesn't match?

14        A.   What Summit Energy does is brings in both

15   supply of pipelines, two of them.  Questar Gas's system

16   is not just a single entity.  There are many islands of

17   service that they -- in their distribution service.

18             We then take that supply.  We use trending,

19   historical performance based on weather, and our own

20   modeling to predict where they're going to be.

21             On the day of, we don't know.  We don't see

22   exactly what they're using on the day of.  We assume

23   we've done their job the right way.

24        Q.   What happens if the gas doesn't show up?

25             Then what do the customers do?
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 1        A.   Will Schwarzenbach calls me.  What do the

 2   customers do?  It goes to the -- it just -- it's

 3   imbalance, and we then have to work it off in the

 4   remainder of the month as the current system works

 5   because it's designed for monthly balancing.

 6        Q.   And if Questar didn't offer such a balancing

 7   service, what would your customers do?

 8        A.   The customers most likely would not know.

 9        Q.   What would Summit do?

10        A.   Bring on more supply.  If we knew we were

11   deficient, we would bring on more supply.

12        Q.   Also, if necessary, would you cut customers

13   or tell customers to --

14        A.   Oh, no, no, no, no, no, no, no.  That's just

15   not done.  You lose customers that way.

16        Q.   So, you would bring on more supply if needed?

17        A.   Yes.

18        Q.   And if there was too much delivered and not

19   enough used, you would independently contract for storage

20   services, perhaps?

21        A.   No.  Just redirect some supply somewhere else

22   on a pipeline level.  I'd pull gas away from the utility.

23             MS. SCHMID:  Thank you.  Those are all my

24   questions.

25             CHAIRMAN LAVAR:  Thank you.  Mr. Olsen?
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 1                      CROSS-EXAMINATION

 2   BY MR. OLSEN:

 3        Q.   Thank you.  You previously gave most of the

 4   folks here a copy of this exhibit.  This is a -- I'll

 5   make the representation that this is the -- from the

 6   Docket 14-057-15, the IRP filed on June 11th, 2014.

 7             Mr. McGarvey, could I have you look at your

 8   direct testimony on lines 68 through 71, please?  Is it

 9   fair -- there you state fuel gas reimbursement is, quote

10   "mistakenly derived from Questar-based gas cost."

11             Is that correct?

12        A.   That's correct.

13        Q.   In looking at the exhibit that I just showed

14   you, you'll note that it says that the level of Questar

15   Gas gas supply was approximately 59 percent; is that

16   correct?

17        A.   From what you handed me, yes.

18        Q.   Well, I guess my first question is, it's true,

19   is it not, that the Public Service Commission has found

20   Wexpro one, Wexpro two and the trail unit acquisitions

21   to be in the public interest?

22        A.   If you say so.

23        Q.   Well, wouldn't it then be appropriate to use

24   the weighted average cost of gas the WACOG which

25   represents Questar's actual costs as part of the
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 1   calculation in this --

 2        A.   For the fuel reimbursement?

 3        Q.   Yes.

 4        A.   If the supply is actually coming from Questar,

 5   absolutely.  When there's a deficient amount of supply

 6   being brought to the transportation customers and the

 7   utility has to bring on more supply, that's going to be a

 8   cost of service supply.  And so, that price should be

 9   used for that fuel calculation.

10             If the opposite were true and the method with

11   which the company or Questar Gas has proposed a cost

12   structure, excess supplies would be collected at the

13   city gate, transported across Questar Pipeline and

14   injected back into storage.

15             That supply did not originate from Questar or

16   from Wexpro one or two or whatever.  It originated from

17   the market that is more market based that is currently

18   $2 less.  Now, if this were just a few cents difference,

19   I wouldn't think anything about it.  It's $2 difference.

20             So, the fuel gas reimbursement that would be

21   charged to the transportation service customers that the

22   company that they are proposing here for excess supplies,

23   that fuel gas component for gas that they claim they were

24   taking into storage should be used at a different price,

25   the actual market price than the cost of service because
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 1   the difference is so light.

 2        Q.   If in fact it happens to be that it's market

 3   gas at that time?

 4        A.   If it's not being sourced from Questar Gas

 5   to the utility, it is market sourced.

 6             MR. OLSEN:  Thank you.  I have no further

 7   questions.

 8             CHAIRMAN LAVAR:  Thank you.  Ms. Clark?

 9                      CROSS-EXAMINATION

10   BY MS. CLARK:

11        Q.   Thank you.

12             Mr. McGarvey, you testified earlier that your

13   agents nominate at most twice per week; is that correct?

14        A.   That's correct.

15        Q.   Did you review Mr. Schwarzenbach's testimony

16   in this case?

17        A.   I have.

18        Q.   Do you have it in front of you?

19        A.   I don't.

20             MS. CLARK:  May I approach?

21             CHAIRMAN LAVAR:  Yes.

22             THE WITNESS:  Thank you.

23   BY MS. CLARK:

24        Q.   I have just handed to you what is Exhibit 2.2R.

25   That is an exhibit to Mr. Schwarzenbach's rebuttal
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 1   testimony.  And it is a table that shows nominations.

 2   And there are two customers.  And on page one, we've got

 3   customer 228.  I want to focus your attention on pages

 4   two and three, customer 157.  And I'm going to represent

 5   to you that customer 157 is one of Summit's customers.

 6             I want to draw your attention to column B.

 7             Would you agree that in the month of

 8   December 2013, the nomination for that customer was

 9   11 dekatherms for each day?  It never changed?

10        A.   I would agree to that.

11        Q.   Would you agree that for January of 2014,

12   the nomination for that customer was 45 dekatherms

13   for each day and never changed?

14        A.   I see that.

15        Q.   And would you agree that for February of 2014,

16   the nomination was 42 dekatherms for each day of that

17   month and also never clanged?

18        A.   This was during the time when I was not

19   overseeing this area.  And this is not our current

20   practice but at this time I don't -- without double

21   checking against my records, I have no reason to deny

22   that this is true.

23        Q.   Would Summit's nominating practices -- would

24   Summit be incentivized or would it change its nominating

25   practices if the Commission approves the charge as

0198

 1   Questar has proposed it?

 2        A.   Being like an OFO?  Everyone's behavior would

 3   change.  Not just Summit's.  Everyone's.

 4        Q.   Okay.  Do you have your direct testimony in

 5   front of you?

 6        A.   I do.

 7        Q.   Okay.  I want to draw your attention in your

 8   own direct testimony to lines 100 to 102.  And I'm going

 9   to open to that same page to make sure I properly state

10   it.  At lines 101 and 102 -- excuse me.

11             Let me send you to your rebuttal testimony,

12   I apologize, or your surrebuttal.  You say a five percent

13   penalty-free tolerance bandwidth is too narrow and is

14   functionally unrealistic.

15             Would you agree with that?

16             CHAIRMAN LAVAR:  Ms. Clark, I believe you're

17   in direct.

18             THE WITNESS:  That's in my direct testimony.

19   BY MS. CLARK:

20        Q.   That's in your direct.  I apologize.  Lines 101

21   and 102 of your direct.

22             Do you remember saying that, writing that?

23        A.   I do.

24        Q.   And now I'd like you to draw your attention --

25   I'm going to hand to you --
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 1             (Discussion off the record)

 2             MS. CLARK:  May I approach?

 3             CHAIRMAN LAVAR:  Yes.

 4   BY MS. CLARK:

 5        Q.   Thank you.  And I've handed you a copy of the

 6   current Questar Gas tariff Section 5.09.  This is

 7   included in an exhibit the Division utilized earlier

 8   today.  And I want to draw your attention to the first

 9   sentence under the heading Daily Imbalances.

10             Do you see that?  I've highlighted it for you.

11        A.   I do.

12        Q.   Could you read that?

13        A.   It reads, "The Company will allow plus or minus

14        five percent of a customer's volumes delivered from

15        upstream pipelines as a daily imbalance tolerance

16        window."

17        Q.   So, would you agree that the tariff already

18   contains a five percent tolerance window?

19        A.   It does.

20        Q.   Turning to your surrebuttal testimony, do you

21   have that in front of you --

22        A.   I do.

23        Q.   -- as well?

24        A.   Yes.

25        Q.   On line 137 you state -- it begins -- I
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 1   apologize.  It begins on line 136, the very end of 136:

 2             "The only benefit of the proposed tariff is to

 3        allow Questar Gas to collect more money and

 4        unfairly burden transportation customers."

 5             Is it your understanding, Mr. McGarvey, that

 6   the charge Questar has proposed in this document would be

 7   credited back to sales customers through the pass-through

 8   filings?

 9        A.   Being based on theoretical activities,

10   the charge being comprised of that?

11        Q.   I'm asking where you think that money goes,

12   if it is your understanding that Questar Gas will credit

13   that back to sales customers.

14        A.   That's what you're going to do with it.

15        Q.   Okay.  Thank you.

16             Are you familiar with injection and withdrawal

17   charges on Questar Pipeline into Clay Basin and out of

18   Clay Basin?  Are you familiar with that process?

19        A.   Yes, I am.

20        Q.   I'd like to pose a hypothetical for you.

21             If you have one customer who injects 100

22   dekatherms on a particular day and on that same day a

23   second customer withdraws 100 dekatherms from Clay Basin,

24   is it your understanding that each customer would be

25   charged for the injection and withdrawal of those volumes
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 1   notwithstanding the fact that they net each other out,

 2   if you will?

 3        A.   They do net.

 4        Q.   I want to clarify.  Mr. Schwarzenbach points

 5   out that there may be some confusion when speaking to

 6   transportation customers on Questar pipeline.

 7        A.   Okay.

 8        Q.   If one were to inject 100 dekatherms on the day

 9   and on the same day a second withdrew that, would each be

10   charged?

11        A.   With zero molecules flowing in and out of the

12   Clay Basin, I'm not sure what they would do.

13        Q.   Would it surprise you to know that they would

14   charge both customers?

15        A.   With no activity?

16        Q.   Yes.

17        A.   That would surprise me.

18        Q.   May I have a moment? (Brief break)

19             I have two more questions for you,

20   Mr. McGarvey.  I appreciate your patience.

21        A.   Oh, no.  You're fine.

22        Q.   You testified earlier about your view that

23   it is not appropriate to use the weighted average cost

24   of gas volumes for purposes of fuel reimbursement

25   component of the charge; correct?
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 1        A.   Correct.

 2        Q.   When QGC reimburses transportation customers

 3   for over deliveries, do you know what gas is reimbursed

 4   for, what value?  Is it --

 5        A.   Can you restate that?  When Questar reimburses

 6   transportation customers?

 7        Q.   For the gas that they have delivered when

 8   they're cashing out.  Do you know if they are reimbursed

 9   at the WACOG prices?

10        A.   I do not know that.

11             MS. CLARK:  Okay.  Thank you.  I don't have

12   anything further.

13             CHAIRMAN LAVAR:  Thank you.  Mr. Williams,

14   any redirect?

15             MR. WILLIAMS:  No redirect.

16             CHAIRMAN LAVAR:  No redirect?

17             Commissioner White?

18             COMMISSIONER WHITE:  No questions.

19             CHAIRMAN LAVAR:  Commissioner Clark?

20                         EXAMINATION

21   BY COMMISSIONER CLARK:

22        Q.   Just a question or two.

23             Regarding your current practices relative to

24   intraday nominations, I think you said that in response

25   to an earlier question you engage in that activity as
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 1   needed.

 2        A.   Yes.

 3        Q.   Can you give me a sense of what the frequency

 4   of that is?

 5        A.   What it is is it's trying to help customers

 6   help themselves.  Every customer that we bring on, we

 7   ask them to get in touch with us if they know of any

 8   operational changes that would impact their consumption.

 9             That doesn't happen very often, although

10   impacts to their production and impacts to their

11   consumption change often.  They just don't -- they fail

12   to reach out to us.  So, it is very rare.  When they do,

13   we use the intradays to make changes, but as I said,

14   it is very rare.

15             COMMISSIONER CLARK:  Thank you.

16             THE WITNESS:  You bet.

17             CHAIRMAN LAVAR:  Okay.  Thank you,

18   Mr. McGarvey.

19             THE WITNESS:  Thank you.

20             CHAIRMAN LAVAR:  And I think we're at a good

21   time to take a short break, but before we do, I just

22   wanted to ask Questar, the Division, and the Office if

23   any of you intended to recall a witness following

24   Mr. McGarvey's testimony based on the motion that was

25   denied this morning.  Ms. Clark?
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 1             MS. CLARK:  Questar does not.

 2             CHAIRMAN LAVAR:  Does not?

 3             MS. SCHMID:  The Division does not.

 4             CHAIRMAN LAVAR:  Does not?  Mr. Olsen?

 5             MR. OLSEN:  Nor does the Office.

 6             CHAIRMAN LAVAR:  Okay.  Why don't we take a

 7   ten-minute break then, and at 2:35 we'll move on with

 8   Mr. Medura's testimony.  We're in recess.

 9             (Recess taken 2:22 p.m. to 2:35 p.m.)

10             CHAIRMAN LAVAR:  Okay.  We're back on the

11   record.  And I believe we're to Mr. Cook at this point.

12             Oh.  Before we do that, Mr. Dodge, do you want

13   to make a motion with respect to what you're passing out?

14             MR. DODGE:  If I may.  This is UAE's

15   cross-examination Exhibit 3.  I had a page copied.

16             CHAIRMAN LAVAR:  Any objection from any party

17   to its admission?

18             MR. OLSEN:  No objection.

19             MS. SCHMID:  None.

20             MS. CLARK:  No.  There's no objection here.

21             CHAIRMAN LAVAR:  Okay.  It will be admitted.

22             (Exhibit UAE 3 admitted)

23             MR. OLSEN:  Mr. Chair, also, I neglected to ask

24   for the admission of the document that I handed out for

25   Mr. McGarvey's cross-examination.
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 1             CHAIRMAN LAVAR:  Oh, from the IRP?

 2             MR. OLSEN:  Yeah, the IRP.  That would be our

 3   OSC Exhibit 3.

 4             CHAIRMAN LAVAR:  Three?  Any objection from

 5   anyone to the admission of that?

 6             MS. SCHMID:  No objection.

 7             MS. CLARK:  There's no objection from Questar.

 8             CHAIRMAN LAVAR:  Okay.  That will be admitted.

 9   Thank you.

10             MR. OLSEN:  Thank you.

11             (Exhibit OSC 3 marked and admitted)

12             CHAIRMAN LAVAR:  Okay.  Mr. Cook?

13             MR. COOK:  I'm going to defer to Mr. Dodge

14   to call all of our witnesses.

15             CHAIRMAN LAVAR:  Okay.  Thank you.

16             MR. DODGE:  Thank you.  And we'd actually like

17   to start with Mr. Matt Medura for CIMA.

18             CHAIRMAN LAVAR:  Mr. Medura, do you swear to

19   tell the truth?

20             THE WITNESS:  Yes.

21                       MATTHEW MEDURA,

22               having first been duly sworn, was

23               examined and testified as follows:

24                      DIRECT EXAMINATION

25   BY MR. DODGE:
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 1        Q.   Mr. Medura, will you state your name and for

 2   whom you work and your position?

 3        A.   My name is Matthew Medura, M-e-d-u-r-a.  I work

 4   for CIMA Energy Limited.  I'm a senior marketing

 5   representative.

 6        Q.   Mr. Medura, did you cause to be filed in this

 7   docket CIMA Exhibit 1.0 which is your direct testimony,

 8   CIMA Exhibit 1.0R, your rebuttal testimony, and CIMA

 9   Exhibit 1.0SR, your surrebuttal testimony?

10        A.   Yes.

11        Q.   And do you have any changes to any of that

12   prefiled testimony?

13        A.   No.

14        Q.   And do you adopt it as your sworn testimony

15   here today?

16        A.   I do.

17             MR. DODGE:  I'd move the admission of those

18   three exhibits, Mr. Chairman?

19             CHAIRMAN LAVAR:  Any objection from any party?

20             MR. OLSEN:  No objection.

21             MS. SCHMID:  No objection.

22             MS. CLARK:  No.

23             CHAIRMAN LAVAR:  It'll be admitted.  Thank you.

24             (CIMA Exhibit 1.0, CIMA Exhibit 1.0R,

25   CIMA Exhibit 1.0SR marked and admitted)

0207

 1   BY MR. DODGE:

 2        Q.   Thank you.  Mr. Medura, do you have a brief

 3   summary of your prefiled testimony?

 4        A.   Yes, I do.

 5        Q.   Please go ahead.

 6        A.   Basically, my testimony outline the concerns

 7   with the Company's proposed balancing charge in the

 8   following manner.

 9             Number one, the rate as calculated does not

10   take into account the transportation customer class

11   offsets on any given day.

12             Number two, it's unclear as to the

13   applicability of the components of the rate and if they

14   actually occur.  The plus or minus five percent daily

15   tolerance is restrictive and not common in practice

16   in the industry.  The current OFO tolerance limit is

17   enforced at the agent level and therefore can be applied

18   also for the balancing charges.

19             Number five, I believe the workshop or some

20   other collaborative process can result in better

21   alignment of nominations with usage.

22             Number six, the current tariff is effective

23   in addressing the operational constraints the company

24   has, and that CIMA, we agree that individual nominations

25   should be made and be accurate to the best of our
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 1   ability.

 2        Q.   And does that complete your summary?

 3        A.   It does.

 4             MR. DODGE:  Thank you.

 5             Mr. Medura is available for cross.

 6             CHAIRMAN LAVAR:  Mr. Cook?  None?

 7   Mr. Williams?  None?  Ms. Schmid?

 8                      CROSS-EXAMINATION

 9   BY MS. SCHMID:

10        Q.   Yes.  Thank you.  Good afternoon.

11        A.   Good afternoon.

12        Q.   Were you hear when I asked Mr. Schwarzenbach

13   and Mr. McGarvey about nominations practices?

14        A.   Yes.

15        Q.   Are you familiar with the nomination practices

16   of CIMA?

17        A.   Not at the individual customer level.

18        Q.   I'll ask you a few questions and we'll see if

19   you can answer them, and if not, that's all right.

20             What happens when the nominations from

21   CIMA's -- that you make for CIMA's transportation

22   customers don't match?

23        A.   The customers experience an imbalance which

24   goes into their imbalance account.

25        Q.   Is the gas shut off to a customer who nominates
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 1   less than it uses?

 2        A.   It is not.

 3        Q.   What happens to excess gas?  Does CIMA itself

 4   put it into storage if more gas is nominated than its

 5   transportation customers use?

 6        A.   No.  It goes into their imbalance account.

 7        Q.   What would happen if Questar Gas was not

 8   offering an imbalance service?  What would CIMA do?

 9        A.   I think -- I expect we'd get a call from the

10   gas supply group and tell us to either bring more gas or

11   sell more gas into the market in a later cycle.

12             But that's one of the tools we can do.

13   Otherwise, it just goes into their imbalance.

14        Q.   But that would be for a later cycle.

15   It wouldn't be for the morning when, say, the industrial

16   customer turns the furnace on.

17             The gas wouldn't get there in time for that

18   morning if you added it later?

19        A.   We don't know what the mismatch is until later.

20             MS. SCHMID:  Those are all my questions.

21   Thank you.

22             THE WITNESS:  Thank you.

23             CHAIRMAN LAVAR:  Mr. Olsen?

24             MR. OLSEN:  We have no questions.

25             CHAIRMAN LAVAR:  Ms. Clark?
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 1             MS. CLARK:  I have a couple.

 2             May I approach the witness?

 3             CHAIRMAN LAVAR:  Yes.

 4                      CROSS-EXAMINATION

 5   BY MS. CLARK:

 6        Q.   Mr. Medura, I've handed to you a copy of

 7   Questar Gas Company's Utah natural gas tariff number 400

 8   Section 5.09.  And it was part of an exhibit offered by

 9   the Division earlier today, but I've just given you the

10   part that I intend to ask you about.

11             You testified in your summary today that the

12   plus or minus five percent is restrictive, too

13   restrictive, and I believe you said not common in

14   industry practice.  Did I state that accurately?

15        A.   Correct.

16        Q.   Would you read the sentence that's highlighted,

17   the first sentence under the heading Daily Imbalances?

18        A.   "The Company will allow plus or minus five

19        percent of a customer's volumes delivered from

20        upstream pipelines as a daily imbalance tolerance

21        window."

22        Q.   Would you agree that the company's tariff

23   already requires plus or minus five percent --

24        A.   Yes.

25        Q.   -- intolerance?
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 1             MS. CLARK:  Thank you.  I don't have any

 2   further questions.

 3             CHAIRMAN LAVAR:  Okay.  Any redirect?

 4                    REDIRECT EXAMINATION

 5   BY MR. DODGE:

 6        Q.   Just one I guess to clarify.

 7             Mr. Medura, under that tariff, what happens

 8   if a company's outside the five percent tolerance today?

 9        A.   It just goes into their imbalance account

10   if there's not a restriction in place.

11        Q.   And is that what you're testifying to is the

12   common industry practice?

13        A.   It is.

14             MR. DODGE:  Thank you.  No further questions.

15             CHAIRMAN LAVAR:  Any recross desired from any

16   party?  Okay.  Commissioner White?

17             COMMISSIONER WHITE:  No.

18             CHAIRMAN LAVAR:  Commissioner Clark?

19             COMMISSIONER CLARK:  No questions.

20                         EXAMINATION

21   BY CHAIRMAN LAVAR:

22        Q.   I have one.  On lines 64, 65, and 66 of your

23   surrebuttal, I'll just read that line.  It says -- you

24   said, "One solution would be to allow aggregation by

25   receipt point or other mutually agreeable criteria."
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 1             I just want to understand what you mean by

 2   "receipt point."  Did you mean city gate or some other

 3   meaning of receipt point?

 4        A.   I meant the different geographical receipt

 5   points on the system.  Southern Utah, Wasatch Front,

 6   Wyoming.

 7             CHAIRMAN LAVAR:  Okay.  Thank you,

 8   Mr. Medura.  We appreciate your testimony.

 9             MR. DODGE:  Next we would call Mr. Jeff Fishman

10   on behalf of CIMA, Nucor, and UAE.

11             CHAIRMAN LAVAR:  Mr. Fishman, do you swear to

12   tell the truth?

13             THE WITNESS:  I do.

14             CHAIRMAN LAVAR:  Thank you.

15                       JEFF J. FISHMAN,

16               having first been duly sworn, was

17               examined and testified as follows:

18                      DIRECT EXAMINATION

19   BY MR. DODGE:

20        Q.   Mr. Fishman, could you state your name, who you

21   work for, and your position there?

22        A.   My name is Jeff J. Fishman.  I am the director

23   of gas services at Energy Strategies.

24        Q.   And, Mr. Fishman, did you have filed in this --

25   prefiled in this docket Exhibit -- UAE/Nucor/CIMA
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 1   Exhibits 2.0, 2.0R, and 2.0R, your direct, rebuttal,

 2   and surrebuttal testimony?

 3        A.   Yes.

 4        Q.   And do you have any corrections to that

 5   prefiled testimony?

 6        A.   No.

 7        Q.   And do you adopt that testimony as your

 8   testimony here in this docket under oath?

 9        A.   Yes.

10             MR. DODGE:  I would move the admission of

11   UAE Exhibits 2, 2R, and 2SR?

12             CHAIRMAN LAVAR:  Any objection from any party?

13             MR. OLSEN:  No objection.

14             MS. SCHMID:  No objection.

15             MS. CLARK:  No objection.

16             CHAIRMAN LAVAR:  Okay.  They'll be admitted.

17   Thank you.

18             (UAE/Nucor/CIMA Exhibit 2.0, Exhibit 2.0R,

19   Exhibit 2.0SR marked and admitted)

20   BY MR. DODGE:

21        Q.   Thank you.  And, Mr. Fishman, do you have a

22   brief summary you'd like to provide of your testimony?

23        A.   I do.

24        Q.   Please proceed.

25        A.   The first concern identified in my direct
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 1   testimony is that this proposal would increase the daily

 2   operating functions of the transportation customer

 3   relating to managing gas supplies.

 4             Now, that in and of itself is not necessarily

 5   inappropriate, but it is a shift from the longstanding

 6   method of operation where the suppliers bear the

 7   responsibility for managing both nominations and

 8   imbalances.

 9             These additional operating activities will be

10   required even though Questar has not suggested the daily

11   balancing is actually needed on most days.

12             Under the current tariff, when there's an

13   operational need to restrict the deliveries of gas to

14   transportation customers to more closely match

15   nominations, it is managed by the operating restrictions

16   and related penalties that are imposed by the balancing

17   restriction.

18             Of greater concern is that Questar is asking

19   the transportation customer to take on these new tasks

20   without providing the tools for success in better

21   managing the daily nominations.

22             Transportation customers and suppliers cannot

23   be expected to operate within a five percent daily

24   tolerance without meaningful realtime data.

25             Although transportation customers are obligated
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 1   to pay Questar for special metering equipment,

 2   telemetering functionality, and other administrative

 3   services, the data that Questar collects, processes,

 4   and reports is not available to manage the nominations

 5   within the proposed time and volume tolerances.

 6             In the absence of an incremental investment

 7   in equipment and operating personnel, this time lag

 8   effectively prevents the transportation customer from

 9   achieving what Questar requires under this proposed

10   daily operating requirement.

11             My assessment is that realtime data is required

12   to approve the nomination practices and should be

13   provided through the Questar system the transportation

14   customers are currently paying for.

15             I do not agree with the suggestion by Questar

16   that transportation customers should be required to

17   acquire additional monitoring equipment through outside

18   vendors.  Finally, regarding daily balancing and

19   aggregation in this proposed operating scheme, it's

20   critical that the suppliers and agents be allowed to

21   net imbalances among their customers before the daily

22   imbalances are assessed any additional costs.

23             This is what happens now to mitigate the

24   monthly imbalances as provided for in the Questar tariff.

25   To otherwise collect would be over -- I mean, to
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 1   otherwise would be over collecting under the current --

 2   of the charge that's currently provided or proposed.

 3             Even under the operating requirements imposed

 4   by a balancing restriction or OFO, the tariff provides

 5   for aggregation of imbalances at an agent level and

 6   trading of the offset imbalances is routinely used by the

 7   suppliers to mitigate imbalances and the related charges.

 8             My surrebuttal testimony I'd also like to

 9   mention addresses the so-called operational concerns

10   in Questar testimony and Questar statements about

11   aggregation and existing balancing rights under the

12   tariff.  Mr. Schwarzenbach made reference to operational

13   constraints and that correct nominations are important

14   because supply concerns may arise at any time.

15             White it is true that supply availability

16   issues may arise, nominations do not directly influence

17   supply availability.  Only a nomination can be fulfilled

18   if supply is available.

19             The fact that there have been only two supply

20   curtailments that affected transportation customers in

21   recent history or the fact is that there have been only

22   two in recent history has been mentioned by other

23   testimony today.

24             Mr. Schwarzenbach stated that transportation

25   customers' inaccurate nominations cause operational
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 1   problems and the company experiences operational

 2   problems.  There's been no evidence provided to describe,

 3   explain or support any such operational problems that

 4   are the direct result of transportation customers'

 5   nominations.

 6             Mr. Schwarzenbach also stated that

 7   transportation customers utilizing more than their

 8   nominated volumes could result in a loss of service to

 9   firm sales customers.  Again, no evidence was offered

10   that this has ever taken place.

11             Regarding supplier aggregation,

12   Mr. Schwarzenbach opposes imbalance aggregation but

13   provides no reasonable basis for this opposition.

14   He seems to assume that aggregation would eliminate the

15   supplier placing a daily nomination for each customer.

16             No agent providing testimony has indicated that

17   they would do anything but continue to provide daily

18   nominations for each transport customer.

19             I strongly urge the Commission to authorize

20   daily imbalances aggregated by supplier as is currently

21   allowed under the balancing restriction process.

22             This brings up the suggested tariff changes

23   where Mr. Schwarzenbach proposes to eliminate aggregation

24   and trading language from the balancing restriction

25   section of the tariff.
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 1             To eliminate a longstanding method of

 2   mitigating imbalances and penalties during a balancing

 3   restriction by modifying the tariff language represents

 4   a considerable extrapolation of the stated objectives

 5   in this docket which is to improve daily nominations.

 6             This suggestion would great expand the negative

 7   impacts on customers that may result from this proposed

 8   daily imbalance charge.

 9             Finally, once again, Questar argues the

10   responsibility of realtime metering.

11             In Mr. Schwarzenbach's testimony, Questar

12   glosses over the fact that transportation customers

13   already pay Questar for both special metering equipment

14   and operating and administrative fees and suggests that

15   a customer purchase additional technology for realtime

16   data.  This is an attempt to deflect the responsibility

17   that Questar has to manage its metering data in a manner

18   that's consistent with its new proposed nomination and

19   balancing restrictions.

20             And that concludes the summary of my testimony.

21             MR. DODGE:  Thank you.  Mr. Fishman is

22   available for cross-examination.

23             CHAIRMAN LAVAR:  Mr. Cook or Mr. Williams?  No?

24   Okay.  Ms. Schmid?

25             MS. SCHMID:  No questions.
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 1             CHAIRMAN LAVAR:  Mr. Olsen?

 2             MR. OLSEN:  No questions.

 3             CHAIRMAN LAVAR:  Ms. Clark?

 4             MS. CLARK:  The Company also has no questions.

 5             CHAIRMAN LAVAR:  Thank you.

 6             Commissioner White?  Commissioner Clark?

 7             COMMISSIONER CLARK:  No questions.

 8                         EXAMINATION

 9   BY CHAIRMAN LAVAR:

10        Q.   I have one.  I guess I'm the only one in the

11   room.  In your opinion, should there be any geographic

12   limits on aggregation?

13        A.   I think from a balancing standpoint, it makes

14   sense.  I think that in the past the imbalance trading

15   and mitigation has not been imposed necessarily at a

16   geographical location.  It's been a time.

17             I think in this circumstance with, you know,

18   the issues being raised on both sides that that

19   restriction would not be -- or that requirement would

20   not be out of place.

21             CHAIRMAN LAVAR:  Okay.  Thank you.

22             MR. DODGE:  Thank you.  Our next witness is

23   Mr. Higgins.

24             CHAIRMAN LAVAR:  Mr. Higgins, do you swear to

25   tell the truth?
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 1             THE WITNESS:  I do.

 2             CHAIRMAN LAVAR:  Thank you.

 3                      KEVIN C. HIGGINS,

 4               having first been duly sworn, was

 5               examined and testified as follows:

 6                     DIRECT EXAMINATION

 7   BY MR. DODGE:

 8        Q.   Mr. Higgins, would you please state your name,

 9   for whom you work, and your position at your job?

10        A.   Certainly.  My name is Kevin C. Higgins.  I'm a

11   principal in the consulting firm Energy Strategies.

12        Q.   Okay.  Mr. Higgins, did you cause under your

13   direction to be prepared and filed in this docket

14   UAE/Nucor/CIMA Exhibit 1.0 along with attached

15   Exhibits 1.1, 1.2, and 1.3, your direct testimony

16   exhibits, also your rebuttal testimony 1.0R with an

17   attached 1.1R, and your surrebuttal testimony

18   Exhibit 1.0SR?

19        A.   Yes, I did.

20        Q.   And do you have any changes to any of that

21   testimony?

22        A.   I do not.

23        Q.   And does that testimony represent your

24   testimony here this morning or this afternoon under oath?

25        A.   Yes, it does.
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 1             MR. DODGE:  Mr. Higgins -- excuse me.  I'd move

 2   the admission of those exhibits, Mr. Chairman.

 3             CHAIRMAN LAVAR:  Any objection from any party?

 4             MS. SCHMID:  No.

 5             MR. OLSEN:  No objection.

 6             MS. CLARK:  No.

 7             CHAIRMAN LAVAR:  It will be admitted.

 8   Thank you.

 9             (UAE/Nucor/CIMA Exhibit 1.0, Exhibit 1.0R,

10   Exhibit 1.0SR marked and admitted)

11   BY MR. DODGE:

12        Q.   Thank you.  Mr. Higgins, do you have a brief

13   summary of your testimony?

14        A.   Yes, I do.

15        Q.   Would you please proceed?

16        A.   Yes.  Good afternoon.

17             This case centers on Questar's proposal to

18   introduce a daily transportation imbalance charge.

19             Based on the evidence in this case, the charge

20   appears to be unique in the United States in that it not

21   only requires daily balancing by transportation customers

22   which is relatively rare to start with, but also requires

23   daily balancing to be measured exclusively at the

24   individual customer level rather than providing an option

25   for daily balancing to be managed by aggregators or
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 1   suppliers.  This lateral restriction is one that no other

 2   utility identified in this docket imposes.

 3             In this sense, Questar's proposal appears to be

 4   a singularly aggressive outlier.  The proposed charge is

 5   also material in that it represents an 11.6 increase when

 6   applied to the distribution non-gas revenue requirement

 7   for transportation customers.

 8             As a threshold matter, the company's proposal

 9   to introduce a daily transportation imbalance charge is

10   premature, incompletely developed, and unreasonably

11   disruptive to the marketplace efficiencies that have been

12   developed to help Utah businesses manage their gas

13   supplies.  In light of these considerations, I recommend

14   that the proposal be rejected by the Commission.

15             If the Commission is interested in considering

16   the imposition of a daily transportation imbalance

17   charge, I recommend that prior to adopting any charge

18   or adopting the rate design proposed by the Company the

19   Commission sponsor a workshop process to investigate how

20   daily balancing could best be accomplished taking into

21   account a full suite of market participants and

22   opportunities for using market mechanisms to manage daily

23   imbalances.

24             This recommendation notwithstanding, if a daily

25   balancing charge is to be imposed on transportation
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 1   customers at this time, then the charge proposed by the

 2   Company should be rejected because it is not reasonable.

 3   Instead, three adjustments should be made to the

 4   calculation.

 5             First, the transportation component and fuel

 6   reimbursement component proposed by Questar should be

 7   removed from the calculation because the company has

 8   failed to demonstrate that any costs are actually being

 9   incurred in these categories as a result of retail

10   transportation customer imbalances.

11             Transportation customers already pay for their

12   own transportation on upstream pipelines including

13   transportation usage costs by (coughing) imbalances.

14             As no incremental transportation costs are

15   being incurred by Questar on behalf of transportation

16   customers, it is unreasonable to also assign to

17   transportation customers a portion of the fixed

18   transportation costs incurred by the Company on behalf

19   of its sales service customers.

20             It is particularly unreasonable to include

21   these charges plus fuel in both directions; that is,

22   for both positive imbalances when less transportation

23   is being utilized by Questar and negative imbalances.

24             Rather, the cost basis for any transportation

25   imbalance charge should be limited to the no-notice
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 1   transportation and storage costs which unlike

 2   transportation service are the specialty products the

 3   transportation customers are not purchasing.

 4             Second, net transportation customer imbalances

 5   that are within five percent of the aggregate

 6   transportation customer usage on a given day should be

 7   excluded from the cost of the total daily transportation

 8   imbalance.

 9             This five percent exclusion is warranted for

10   the purpose of aligning the daily imbalance cost that is

11   subject to the new charge with the performance that is

12   expected of transportation customers and recognizes that

13   the pipeline system has inherent flexibility to

14   accommodate small daily imbalances.

15             Third, the calculation should take account

16   of the reduction in storage activity that results when a

17   transportation customer imbalance and the Questar sales

18   service imbalance move in opposite directions on a given

19   day.  Incorporating these adjustments in a transportation

20   imbalance charge results -- pardon me -- results in a

21   transportation imbalance charge of 3.695 cents per

22   dekatherm on imbalances in excess of the proposed five

23   percent tolerance limit rather than the 19 cent per

24   dekatherm charge proposed by Questar.

25             Finally, I will summarize my response to some
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 1   of the proposals by the Division of Public Utility

 2   witness Mr. Wheelwright.  First, I agree with

 3   Mr. Wheelwright's recommendation that there should be

 4   further discussion in a task force context.

 5             Second, I disagree with Mr. Wheelwright's

 6   suggestion that the largest 40 transportation customers

 7   could be subject to more stringent monitoring and

 8   balancing requirements.

 9             Taken as a group, the largest 40 customers

10   actually performed better than the average with respect

11   to daily imbalances and I believe that subjecting this

12   group to more stringent requirements would be unduly

13   discriminatory.

14             Third, Mr. Wheelwright proposes an alternative

15   to the daily imbalance charge proposed by the Company.

16             In lieu of such a charge, Mr. Wheelwright

17   recommends that after the appropriate costs are

18   identified, they should be recovered through a volumetric

19   charge on all transportation customers; in effect,

20   socializing the cost across this entire class.

21             With respect to this proposal, I am concerned

22   to the extent that such costs are calculated based on the

23   volume of imbalances.

24             Socializing the cost would mute the pricing

25   to the customers or suppliers causing the imbalances.
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 1   But at the same time I conceded that there may be some

 2   administrative simplicity in such an approach.

 3             This causes me to conclude that if any new

 4   daily imbalance requirements or charges are going to be

 5   imposed on transportation customers, the customers should

 6   be offered a choice between a socialized charge as

 7   proposed by Mr. Wheelwright or an option to avoid the

 8   socialized cost in exchange for being subject to a daily

 9   balancing regime.

10             So, I recommend that if the Commission decides

11   to impose any daily imbalance charge that the Commission

12   require that such a choice be available.

13             With my three adjustments to the company's

14   recommended costs, the socialized cost would result in a

15   charge of .713 cents per dekatherm on all transportation

16   customer volumes.

17             And I note that this charge is not dissimilar

18   from and is even greater than the five cents per

19   dekatherm -- of the half-sent per dekatherm charge levied

20   on all suppliers by Baltimore Gas and Electronic which is

21   one of the three gas utilities identified by Questar in

22   discovery as levying balancing charges.

23             And that concludes my summary.

24             MR. DODGE:  Thank you.  Mr. Higgins is

25   available for cross.
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 1             CHAIRMAN LAVAR:  Mr. Cook?

 2             MR. COOK:  He's my witness.

 3             CHAIRMAN LAVAR:  Oh.  Ms. Schmid?

 4             MS. SCHMID:  No questions.

 5             CHAIRMAN LAVAR:  Mr. Olsen?

 6                      CROSS-EXAMINATION

 7   BY MR. OLSEN:

 8        Q.   Just one clarification if I could.  On your --

 9   I don't want to misstate this, but in your summary,

10   did you say that this workshop, as a predicate to the

11   workshop would be an assumption that there should be some

12   sort of transportation imbalance charge made and it was

13   a question of how much it should be?

14        A.   I believe that would up the Commission's

15   discretion.  And so, I believe that in my rebuttal

16   testimony, I identified what I believe would be the

17   appropriate topics for such a workshop.

18             But certainly, you know, to the extent that the

19   Commission requires the workshop, it would be, you know,

20   up to the Commission to set those guidelines.

21             And I think it would be helpful, for example,

22   if the Commission were to determine that part of the

23   equation needs to be an examination of how best to use

24   suppliers in addressing this question.  That could be one

25   of the requirements of the workshop.
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 1             And, you know, at this point, prior discussions

 2   have not led to a resolution of this matter, but I think

 3   if the Commission were to provide firm guidance that

 4   that should be one of the elements that's addressed,

 5   that would be very helpful.

 6             MR. OLSEN:  Thank you.  Nothing further.

 7             CHAIRMAN LAVAR:  Ms. Clark?

 8                      CROSS-EXAMINATION

 9   BY MS. CLARK:

10        Q.   Just one.  Would you agree, Mr. Higgins,

11   that under either your proposal or that set forth by the

12   Company, a customer who stays within the five percent

13   tolerance would not pay the rate?

14        A.   Yes.

15             MS. CLARK:  Okay.  That's all I have.

16   Thank you.

17             CHAIRMAN LAVAR:  Thank you.  Any redirect?

18             MR. DODGE:  No.  Thank you.

19             CHAIRMAN LAVAR:  Okay.  Mr. White?

20             COMMISSIONER WHITE:  No questions.

21             CHAIRMAN LAVAR:  Mr. Clark?

22             COMMISSIONER CLARK:  No questions.

23             CHAIRMAN LAVAR:  Thank you, Mr. Higgins.

24             THE WITNESS:  Thank you.

25             CHAIRMAN LAVAR:  Do we have a delay now until
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 1   the next witness?

 2             MR. DODGE:  Yes.  My understanding is that

 3   there's a public witness set at five o'clock,

 4   public witness time?

 5             CHAIRMAN LAVAR:  Yes.

 6             MR. DODGE:  And Mr. Swenson said he might be

 7   able to come earlier if necessary, but it seems to me

 8   unless people think it'll take more than 45 minutes,

 9   then it would surprise me that getting back together

10   at 4:15 for Mr. Swenson and end at five for any public

11   witnesses would make sense.  That would be my proposal.

12             CHAIRMAN LAVAR:  Okay.

13             Any objection to that proposal from anyone?

14             MS. CLARK:  No.

15             MS. SCHMID:  No objection.

16             CHAIRMAN LAVAR:  Okay.  We'll be in recess

17   until 4:15.  Thank you.

18             (Recess taken 3:03 p.m. to 4:15 p.m.)

19             CHAIRMAN LAVAR:  Okay.  We're on the record.

20             Do we have the next witness on the telephone?

21   We do?  Okay.  Mr. Dodge?

22             MR. DODGE:  Thank you, Mr. Chairman.

23             For the last witness, this is US Magnesium's

24   witness Roger Swenson who's on the telephone with your

25   indulgence.  And thank you for that.
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 1             Mr. Swenson, can you hear me okay?

 2             THE WITNESS:  Yes, I can.

 3             MR. DODGE:  Okay.  Good.  If you'll speak up

 4   like that, I think people will be able to hear you back.

 5   Mr. Swenson --

 6             CHAIRMAN LAVAR:  Let me put him under oath.

 7             MR. DODGE:  I'm sorry.  Thank you.

 8             CHAIRMAN LAVAR:  Mr. Swenson, I'll just place

 9   you under oath.  Do you swear to tell the truth?

10             THE WITNESS:  I do.

11             CHAIRMAN LAVAR:  Thank you.

12                        ROGER SWENSON,

13               having first been duly sworn, was

14               examined and testified as follows:

15                      DIRECT EXAMINATION

16   BY MR. DODGE:

17        Q.   Mr. Swenson, would you give your full name

18   and on whose behalf you're testifying here?

19        A.   My name is Roger Swenson.  I work with E-Quant

20   Consulting, and I'm testifying in this matter today

21   on behalf of US Magnesium.

22        Q.   And, Mr. Swenson, did you cause to be prepared

23   and filed in this docket US Mag Exhibit 1.0, your direct

24   testimony, US Mag Exhibit 1.0R, rebuttal testimony,

25   and US Mag Exhibit 1.0SR surrebuttal testimony?
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 1        A.   Yes, I did.

 2        Q.   And do you have any corrections to any of that

 3   prefiled testimony?

 4        A.   No, I do not.

 5        Q.   And do you adopt that testimony as your

 6   testimony under oath here this afternoon?

 7        A.   Yes, I do.

 8             MR. DODGE:  I'd move the admission of

 9   US Mag Exhibits 1, 1R, and 1SR, Mr. Chairman.

10             CHAIRMAN LAVAR:  Any objection from any party?

11             MR. OLSEN:  No objection.

12             MS. SCHMID:  No.

13             MS. CLARK:  No objection.

14             CHAIRMAN LAVAR:  Okay.  They'll be entered.

15             (US Mag Exhibit 1.0, Exhibit 1.0R,

16   Exhibit 1.0SR marked and admitted)

17   BY MR. DODGE:

18        Q.   Thank you.  Mr. Swenson, do you have a brief

19   summary of your testimony?

20        A.   Yes, I do.

21        Q.   Would you present that now, please?

22        A.   I believe that customers should be shown what

23   the proposed charges will be for a period to understand

24   the value of spending time to improve accuracy.

25             I recommend that a year of informative feedback
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 1   be provided to customers showing what these charges could

 2   be.  I think this will create a more accurate value base

 3   driving the accuracy that customers can have and taking

 4   the time to do that will establish a better test period

 5   data for the basis for actual costs.

 6             I believe that calculations should include real

 7   data and actual costs taking into account net positions

 8   for all system gases and usage on the system.

 9             I believe it should take into account a level

10   of baseline flexibility that the system has inherently

11   such as line pack before initiating a calculation of

12   costs.  I worry about shortcuts that seem easier but

13   I don't believe will give the results that we're after

14   in this matter.

15             A single variable charge essentially can

16   penalize accurate nominating customers without a cost

17   basis.  I'm concerned about implementing rates based

18   on a value of service and calculating the cost basis

19   on things that may not have occurred.

20             The best example in this matter is the assumed

21   losses of gas on transportation that may or may not have

22   occurred and assuming the cost for that imaginary lost

23   gas at two times the market value of gas using the

24   customer WACOG gas price.

25             That's the summary of my testimony.
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 1             MR. DODGE:  Thank you, Mr. Swenson.

 2   Mr. Swenson's available for cross-examination.

 3             CHAIRMAN LAVAR:  Mr. Cook?

 4             MR. COOK:  No questions.

 5             MR. WILLIAMS:  No questions.

 6             CHAIRMAN LAVAR:  Ms. Schmid?

 7             MS. SCHMID:  No questions.

 8             CHAIRMAN LAVAR:  Mr. Olsen?

 9             MR. OLSEN:  Yeah.  I have just a couple.

10                      CROSS-EXAMINATION

11   BY MR. OLSEN:

12        Q.   Can you hear me, Mr. Swenson?

13        A.   Yes.  I'm turning my phone up just a little

14   bit.  But let me try now.

15        Q.   All right.  Thank you.  This is Rex Olsen.

16   I'm the lawyer for the Office of Consumer Services.

17             Do you have your surrebuttal testimony?

18        A.   Yes, I do.

19        Q.   Can I ask you to look at lines 32 through 36?

20        A.   I've got that up.

21        Q.   Great.  Thank you.  It appears there that

22   you're suggesting that the Company should train less

23   sophisticated TS customers how to forecast demand.

24             Is that a fair assessment on that?

25        A.   I'm sorry.  I was looking at my rebuttal
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 1   testimony.

 2        Q.   Ah.  That would do it.

 3        A.   Yes.  Now I'm looking at it.  Yeah.  What I was

 4   suggesting there, that the Company may have the better

 5   expertise to help some of these smaller individual

 6   customers learn how to forecast somewhat better.

 7        Q.   Well, who would you suggest should pay for that

 8   service?  Would that be the sales customers or the TS

 9   customers or who?

10        A.   Well, I think the -- I think that all

11   transportation customers pay a fixed cost fee to help

12   cover the costs of the extra services that the Company

13   provides.  So, I assume that those account reps could be

14   utilized that are being paid out of those administrative

15   charges.

16        Q.   Well, I'd submit that might not that kind of

17   training be better considered the responsibility of the

18   agents who have solicited the customers?

19        A.   I'm not sure I believe that it's the agent's

20   responsibility.  You know, I believe it's the customer's

21   responsibility to do it right, but I believe that the

22   entity with probably the best knowledge about how to

23   forecast your gas usage is the company and their experts

24   that work with these customers for many years.

25        Q.   I guess the final question I have on that is,
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 1   by what metric or who would determine which of these

 2   customers would lack the sophistication such that they

 3   would qualify for the services?

 4        A.   Oh.  I think if you were following my first

 5   point where I'm suggesting that I think customers should

 6   be given the feedback for some period of time to see how

 7   bad they are, we could take a look at the worst

 8   25 percent of all customers.

 9             And I think that probably providing that kind

10   of feedback to people can change behavior in a positive

11   way by telling people that if you're the worst person

12   in terms of your percentage of nominations on the whole

13   system, you know you've got something wrong.

14             MR. OLSEN:  Okay.  I have nothing further.

15   Thank you.  I appreciate that.

16             THE WITNESS:  Sure.

17             CHAIRMAN LAVAR:  Ms. Clark?

18             MS. CLARK:  I have no questions.  Thank you.

19             CHAIRMAN LAVAR:  Okay.  Any redirect,

20   Mr. Dodge?

21             MR. DODGE:  No.  Thank you, Mr. Chairman.

22             CHAIRMAN LAVAR:  Commissioner White?

23             MS. CLARK:  No questions.

24             CHAIRMAN LAVAR:  Commissioner Clark?

25             COMMISSIONER CLARK:  No questions.
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 1             CHAIRMAN LAVAR:  Thank you, Mr. Swenson.

 2   We're all finished.

 3             THE WITNESS:  Thank you very much for indulging

 4   me on the phone with testimony.  I appreciate that from

 5   the Commission and all the parties.  Thanks.

 6             CHAIRMAN LAVAR:  Any other matters that need

 7   to be addressed before we recess until the public witness

 8   hearing at five o'clock?

 9             MS. CLARK:  The only matter the Company would

10   raise, we would request the opportunity for post-hearing

11   briefs in lieu of closing statements.

12             So, we would make that request.

13             CHAIRMAN LAVAR:  Post-hearing legal brief or

14   statement or ...

15             MS. CLARK:  Either.  We'd like the opportunity

16   to synthesize some of what was said here today along with

17   the prefiled testimony to the extent that there are legal

18   issues.  And I think a couple have been raised today.

19             We'd like to address those in a brief or

20   statement post hearing rather than having closing

21   statements here tonight.

22             CHAIRMAN LAVAR:  Do you have a proposal

23   in terms of timeframe and whether there should be a page

24   limit or anything like that before we go to the other

25   parties?
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 1             MS. CLARK:  I would -- we're happy to do

 2   whatever the Commission thinks is appropriate.  I hadn't

 3   given page limits any thought, but I think a week or ten

 4   days would be plenty of time to put together what we

 5   need.

 6             CHAIRMAN LAVAR:  Okay.  Thank you.

 7             Ms. Schmid, any comment on the proposal?

 8             MS. SCHMID:  Yes, I do.  If post-hearing briefs

 9   are ordered, I believe that it would be necessary to have

10   a copy of the transcript in hand for those briefs to be

11   most meaningful.  So, if they are ordered, I'd suggest

12   that the time period begin to run after the transcript

13   is posted on the Commission's Web site.

14             MS. CLARK:  The Company would be happen to

15   arrange with the court reporter for an expedited

16   transcript as well to the extent that's helpful.

17             CHAIRMAN LAVAR:  Okay.  Thank you.

18             Anything else, Ms. Schmid?

19             MS. SCHMID:  I may ask for a few extra days

20   for all of us because, yes, I'll say it on the record,

21   I'm going on vacation.

22             CHAIRMAN LAVAR:  Okay.  Mr. Olsen?

23             MR. OLSEN:  I don't believe the Office feels

24   that's necessary to have post-hearing briefs, but

25   obviously if you direct us to do those, we will do them

0238

 1   and I would agree it would be helpful to have the

 2   transcript in as much as time as you deem you could

 3   reasonably provide us as we're all busy.

 4             CHAIRMAN LAVAR:  Okay.  Let me just ask one

 5   more question of these two before we go on.  And this

 6   question is for everyone to consider, though.

 7             Is there a bunch of practical distinction

 8   between the Commission ordering briefing or the

 9   Commission allowing briefing?  In a practical sense,

10   does that make any difference?

11             MS. SCHMID:  Only with regard to when that time

12   period begins to run.

13             CHAIRMAN LAVAR:  Okay.  Mr. Olsen?

14             MR. OLSEN:  Well, I guess if it's ordered,

15   we of course have to do it.  If it's something that is

16   discretionary, we would decide whether as a matter of

17   policy it was worth the time or trouble.  So, I guess

18   that would be the distinction I would make on that.

19             CHAIRMAN LAVAR:  Okay.  Thank you.

20             Mr. Dodge?

21             MR. DODGE:  And I would leave it up to the

22   Commission whether you think post-hearing briefs would be

23   useful or not.  I think the practice is typically not to

24   include those other than in cases where you think it

25   might be helpful for parties to kind of bring their
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 1   positions together in one statement.

 2             So, my view is, if the Commission thinks it

 3   would be helpful, you should request those.  If not,

 4   I think you shouldn't if you think you understand

 5   everything adequately, but we're more than happy

 6   to brief it if you think that would be helpful.

 7             CHAIRMAN LAVAR:  Thank you.

 8             MR. COOK:  I'll just reiterate Mr. Dodge's

 9   comments.

10             CHAIRMAN LAVAR:  Okay.  Thank you.

11             Mr. Williams?

12             MR. WILLIAMS:  The only thing I think I would

13   add is that if the Commission desires to have some

14   post-hearing briefs that you may want to direct us as to

15   what issues or should we brief a position generally.

16   If there's something specifically that you would like us

17   to address, I'd like some direction on that if possible.

18             CHAIRMAN LAVAR:  Okay.  I think we should

19   probably recess and discuss the issue, but before we do

20   that, I'll see if Commissioner White or Commissioner

21   Clark have any questions before we recess for a minute

22   or two.

23             COMMISSIONER CLARK:  I'm just thinking maybe

24   we ought to report back at five what we decide --

25             CHAIRMAN LAVAR:  Is everybody in the room going
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 1   to be back at five?

 2             COMMISSIONER CLARK:  -- instead of reconvening

 3   twice.

 4             CHAIRMAN LAVAR:  That makes sense.

 5             COMMISSIONER WHITE:  Good idea.

 6             CHAIRMAN LAVAR:  Okay.  Anything further, then?

 7             MS. CLARK:  No.  Thank you.

 8             CHAIRMAN LAVAR:  Okay.  We will be in recess

 9   until five o'clock.

10             MS. SCHMID:  Thank you.

11             (Recess taken 4:28 p.m. to 5:00 p.m.)

12             CHAIRMAN LAVAR:  Okay.  We're back on the

13   record, and we are we reconvened for the public witness

14   portion of this hearing.

15             Before we go to that, we have discussed the

16   request for post-hearing submissions.

17             So, we are not going to mandate any

18   submissions, but we will accept up to, listening to the

19   time concerns expressed, up to 15 calendar days after

20   the hearing transcript is entered into the docket,

21   is received and posted on the Web site.  We'll accept

22   submissions up to 15 pages.

23             We are not going to dictate that they have

24   to be submitted or whether they are briefs or statements

25   or comments.  And we don't have any issues that we're
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 1   specifically requesting to be addressed.  So, that's

 2   going to be in each party's discretion on what to do.

 3             Are there any questions about that process?

 4             (No verbal response)

 5             CHAIRMAN LAVAR:  And if any party wants

 6   to work out with the court reporter to expedite the

 7   process for getting that transcript, would you have

 8   information here today to give to someone?

 9             (Affirmative response by the court reporter)

10             CHAIRMAN LAVAR:  Any questions about that?

11             MS. CLARK:  No.  Thank you.

12             CHAIRMAN LAVAR:  Okay.  Does anyone have a

13   sign-in sheet for public comment?

14             (Discussion off the record)

15             CHAIRMAN LAVAR:  So far we're not aware of

16   anyone?  Okay.  Well, why don't we give it -- okay.

17             We're still at zero?

18             (Affirmative response)

19             CHAIRMAN LAVAR:  Okay.  Well, then what I would

20   propose, to avoid us sitting here uncomfortably looking

21   at everyone in the room, is that we would adjourn until

22   the earlier of either someone -- and we'll have someone

23   checking in here to see if someone does show up.

24             So, if someone shows up, we'll come back

25   immediately.  This was noticed up that anyone who wanted
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 1   to speak needed to be here by five-thirty and we would

 2   accommodate anyone who arrived by five-thirty.  That was

 3   on the scheduling notice.

 4             So, we would propose to re-adjourn at the

 5   earlier of someone arriving to provide public comment

 6   or five-thirty.  Any objection to that?

 7             (No verbal response)

 8             CHAIRMAN LAVAR:  Okay.  We're in adjournment

 9   until the earlier of those two times.

10             MS. SCHMID:  Thank you.

11             (Recess taken 5:02 p.m. to 5:32 p.m.)

12             CHAIRMAN LAVAR:  Okay.  We're back on the

13   record.  I'll ask Mr. Olsen.

14             Can we confirm that no one has made an

15   appearance to make public comment?

16             MR. OLSEN:  No one has contacted our office.

17   So, I guess no one's here.

18             CHAIRMAN LAVAR:  Okay.  Thank you.

19             If there's nothing further from anyone,

20   then we're in adjournment.  Thank you.

21             MS. CLARK:  Thank you.

22             MS. SCHMID:  Thank you.

23             (Proceedings concluded at or about 5:32 p.m.)

24

25
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		395						LN		13		7		false		            7   raised in Mr. McGarvey's surrebuttal either during their				false

		396						LN		13		8		false		            8   presentations or if any of those three parties want to				false

		397						LN		13		9		false		            9   recall a witness following Mr. McGarvey, we'll allow				false

		398						LN		13		10		false		           10   that.  And that's the way we'll move forward on this				false
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		403						LN		13		15		false		           15   I'm aware of is order of presentations and order of				false
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		405						LN		13		17		false		           17             It seems there might be some benefit in this				false
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		424						LN		14		10		false		           10             Are there any other preferences with respect				false

		425						LN		14		11		false		           11   to order of presentation?				false

		426						LN		14		12		false		           12             MR. DODGE:  I don't think in particular.				false

		427						LN		14		13		false		           13   I think we're prepared to go in any order.  There are				false

		428						LN		14		14		false		           14   some scheduling considerations among the witnesses				false

		429						LN		14		15		false		           15   at this table, for the parties at this table.				false

		430						LN		14		16		false		           16             And so, it'll depend a little on where we are				false

		431						LN		14		17		false		           17   and whether we're going to finish today or move into				false

		432						LN		14		18		false		           18   tomorrow.  But if we may, we would let you know as we get				false

		433						LN		14		19		false		           19   a little further in in exactly which order.				false

		434						LN		14		20		false		           20             It's likely that we will start with either				false

		435						LN		14		21		false		           21   Mr. McGarvey or Mr. Medura and then again fit Mr. Swenson				false

		436						LN		14		22		false		           22   in when we can on the phone and then Mr. Fishman and then				false

		437						LN		14		23		false		           23   Mr. Higgins and in perhaps that order.				false

		438						LN		14		24		false		           24             But again, scheduling considerations may shift				false

		439						LN		14		25		false		           25   one or more of those around.				false

		440						PG		15		0		false		page 15				false

		441						LN		15		1		false		            1             CHAIRMAN LAVAR:  Okay.  Well, when we get to				false

		442						LN		15		2		false		            2   that point, then I'll just turn to the three of you and				false

		443						LN		15		3		false		            3   see where we are.				false

		444						LN		15		4		false		            4             MR. DODGE:  In terms of cross-examination,				false

		445						LN		15		5		false		            5   I assume we'll just go down the table, but if either of				false

		446						LN		15		6		false		            6   them wants to go first, I'm happy to allow that, too.				false

		447						LN		15		7		false		            7             CHAIRMAN LAVAR:  Is that amenable to all three				false

		448						LN		15		8		false		            8   of you?				false

		449						LN		15		9		false		            9             (No objections expressed)				false

		450						LN		15		10		false		           10             CHAIRMAN LAVAR:  Okay.  Any other preliminary				false

		451						LN		15		11		false		           11   matters that we've missed?				false

		452						LN		15		12		false		           12             (No verbal response)				false

		453						LN		15		13		false		           13             CHAIRMAN LAVAR:  Okay.  Ms. Clark, you may call				false

		454						LN		15		14		false		           14   your first witness.				false

		455						LN		15		15		false		           15             MS. CLARK:  Thank you.  The Company would call				false

		456						LN		15		16		false		           16   Kelly B. Mendenhall as its first witness.				false

		457						LN		15		17		false		           17             CHAIRMAN LAVAR:  Mr. Mendenhall, do you swear				false

		458						LN		15		18		false		           18   to tell the truth?				false

		459						LN		15		19		false		           19             THE WITNESS:  Yes.				false

		460						LN		15		20		false		           20             CHAIRMAN LAVAR:  Thank you.				false

		461						LN		15		21		false		           21                      KELLY MENDENHALL,				false

		462						LN		15		22		false		           22               having first been duly sworn, was				false

		463						LN		15		23		false		           23               examined and testified as follows:				false

		464						LN		15		24		false		           24                      DIRECT EXAMINATION				false

		465						LN		15		25		false		           25   BY MS. CLARK:				false

		466						PG		16		0		false		page 16				false

		467						LN		16		1		false		            1        Q.   Mr. Mendenhall, would you please state your				false

		468						LN		16		2		false		            2   full name and your business address for the record?				false

		469						LN		16		3		false		            3        A.   Yes.  I'm Kelly B. Mendenhall, and I work for				false

		470						LN		16		4		false		            4   Questar Gas Company at 333 South State Street, Salt Lake				false

		471						LN		16		5		false		            5   City, Utah.				false

		472						LN		16		6		false		            6        Q.   What position do you hold with the company?				false

		473						LN		16		7		false		            7        A.   I'm the director or regulatory affairs.				false

		474						LN		16		8		false		            8        Q.   Mr. Mendenhall, I want to direct your attention				false

		475						LN		16		9		false		            9   to the testimony you filed in this matter, Questar Gas				false

		476						LN		16		10		false		           10   Company Exhibit 1.0, the Direct Testimony of Kelly				false

		477						LN		16		11		false		           11   Mendenhall with attached Exhibits 1.1 through 1.4.				false

		478						LN		16		12		false		           12   And that was filed on December 18th, 2014;				false

		479						LN		16		13		false		           13             Questar Gas Company Exhibit 1.0R, the Rebuttal				false

		480						LN		16		14		false		           14   Testimony of Kelly B. Mendenhall with attached				false

		481						LN		16		15		false		           15   Exhibits 1.1R that was filed on July 31st, 2015;				false

		482						LN		16		16		false		           16             And Questar Gas Company Exhibit 1.0SR, the				false

		483						LN		16		17		false		           17   Surrebuttal Testimony of Kelly B. Mendenhall with an				false

		484						LN		16		18		false		           18   attached Exhibit 1.1SR filed on August 14th, 2015.				false

		485						LN		16		19		false		           19             Are you familiar with these documents?				false

		486						LN		16		20		false		           20        A.   Yes.				false

		487						LN		16		21		false		           21        Q.   Were they prepared by you or under your				false

		488						LN		16		22		false		           22   direction?				false

		489						LN		16		23		false		           23        A.   Yes, they were.				false

		490						LN		16		24		false		           24        Q.   If you were asked the questions contained in				false

		491						LN		16		25		false		           25   that testimony today, would the responses be the same?				false

		492						PG		17		0		false		page 17				false

		493						LN		17		1		false		            1        A.   Yes.				false

		494						LN		17		2		false		            2             MS. CLARK:  The Company would move for the				false

		495						LN		17		3		false		            3   admission of the documents identified.				false

		496						LN		17		4		false		            4             CHAIRMAN LAVAR:  Is there any objection to that				false

		497						LN		17		5		false		            5   admission of the direct, rebuttal, and surrebuttal				false

		498						LN		17		6		false		            6   testimony of Mr. Mendenhall?  Mr. Olsen?				false

		499						LN		17		7		false		            7             MR. OLSEN:  No objection.				false

		500						LN		17		8		false		            8             CHAIRMAN LAVAR:  Ms. Schmid?				false

		501						LN		17		9		false		            9             MS. SCHMID:  No objection.				false

		502						LN		17		10		false		           10             MR. DODGE:  No objections.				false

		503						LN		17		11		false		           11             CHAIRMAN LAVAR:  Okay.  It's admitted.				false

		504						LN		17		12		false		           12   Thank you.				false

		505						LN		17		13		false		           13             (QGC Exhibit 1.0, QGC Exhibit 1.0R,				false

		506						LN		17		14		false		           14   QGC Exhibit 1.0SR marked and admitted)				false

		507						LN		17		15		false		           15   BY MS. CLARK:				false

		508						LN		17		16		false		           16        Q.   Thank you.  Mr. Mendenhall, can you please				false

		509						LN		17		17		false		           17   summarize the contents of your testimony and the relief				false

		510						LN		17		18		false		           18   the company is seeking in this matter?				false

		511						LN		17		19		false		           19        A.   Sure.  There are two objectives the company				false

		512						LN		17		20		false		           20   is trying to accomplish in this docket.				false

		513						LN		17		21		false		           21             First, the company seeks to assign cost to				false

		514						LN		17		22		false		           22   transportation customers for the upstream balancing				false

		515						LN		17		23		false		           23   services they use on the system that are currently being				false

		516						LN		17		24		false		           24   paid for by sales customers.				false

		517						LN		17		25		false		           25             Second, the company seeks to incent customers				false

		518						PG		18		0		false		page 18				false

		519						LN		18		1		false		            1   and their agents to improve their daily nominations.				false

		520						LN		18		2		false		            2   The Company has proposed a transportation and balance				false

		521						LN		18		3		false		            3   charge that will charge customers for the services they				false

		522						LN		18		4		false		            4   use and it should give them a financial incentive to more				false

		523						LN		18		5		false		            5   accurately make daily nominations.				false

		524						LN		18		6		false		            6             In my direct testimony, I determined that				false

		525						LN		18		7		false		            7   transportation customers use Questar Gas's upstream				false

		526						LN		18		8		false		            8   transportation, no notice and storage contracts to remedy				false

		527						LN		18		9		false		            9   daily imbalances and that the cost of those services				false

		528						LN		18		10		false		           10   amounted to 1.7 million.				false

		529						LN		18		11		false		           11             The 1.7 million in costs that was calculated				false

		530						LN		18		12		false		           12   in my testimony was supported by the Office and the				false

		531						LN		18		13		false		           13   Division.  Mr. Higgins disagreed with the calculation				false

		532						LN		18		14		false		           14   asserting that an imbalance charge should be assessed				false

		533						LN		18		15		false		           15   only after certain adjustments have been made.				false

		534						LN		18		16		false		           16             As a result, the proposed adjustments would				false

		535						LN		18		17		false		           17   reduce the overall amount that the transportation				false

		536						LN		18		18		false		           18   customers would be charged.				false

		537						LN		18		19		false		           19             The result of these adjustments reduces the				false

		538						LN		18		20		false		           20   calculated cost of these services by 80 percent from				false

		539						LN		18		21		false		           21   1.7 million to 337,000.				false

		540						LN		18		22		false		           22             If these adjustments are accepted, it will				false

		541						LN		18		23		false		           23   result in transportation customers not paying for all				false

		542						LN		18		24		false		           24   of the cost of the services that they use.				false

		543						LN		18		25		false		           25             The first adjustment is the issue of upstream				false

		544						PG		19		0		false		page 19				false

		545						LN		19		1		false		            1   transportation and fuel.				false

		546						LN		19		2		false		            2             On any given day, transportation customers will				false

		547						LN		19		3		false		            3   either be over delivered or under delivered.  In the case				false

		548						LN		19		4		false		            4   of an over delivery, there will be excess gas at the				false

		549						LN		19		5		false		            5   city gate and the transportation customers will rely				false

		550						LN		19		6		false		            6   on the upstream transportation contract of the sales				false

		551						LN		19		7		false		            7   customers to absorb that excess gas.				false

		552						LN		19		8		false		            8             In the case of an under delivery, not enough				false

		553						LN		19		9		false		            9   gas will be delivered to meet the needs of customers on a				false

		554						LN		19		10		false		           10   given day and additional gas must be delivered to the				false

		555						LN		19		11		false		           11   city gate using the upstream transportation contract of				false

		556						LN		19		12		false		           12   Questar Gas.				false

		557						LN		19		13		false		           13             In both the case of an under delivery and an				false

		558						LN		19		14		false		           14   over delivery, Questar Gas must use its upstream				false

		559						LN		19		15		false		           15   transportation contract to remedy the imbalance.				false

		560						LN		19		16		false		           16   Thus, it is appropriate to include this cost				false

		561						LN		19		17		false		           17   in the rate calculation.				false

		562						LN		19		18		false		           18             The next issue is the adjustment to net				false

		563						LN		19		19		false		           19   transportation customer volumes with the sales customer				false

		564						LN		19		20		false		           20   volumes.  Some intervenors argue that on days when				false

		565						LN		19		21		false		           21   transportation customer imbalances and sales customer				false

		566						LN		19		22		false		           22   imbalances are netted, the transportation volume and				false

		567						LN		19		23		false		           23   balances should be reduced because the upstream services				false

		568						LN		19		24		false		           24   aren't physically being used.				false

		569						LN		19		25		false		           25             I disagree with this approach because Questar				false

		570						PG		20		0		false		page 20				false

		571						LN		20		1		false		            1   Gas is still providing a service to transportation				false

		572						LN		20		2		false		            2   customers by managing their imbalance.				false

		573						LN		20		3		false		            3             Whether Questar Gas uses its upstream service				false

		574						LN		20		4		false		            4   contracts or offsets the transportation customer				false

		575						LN		20		5		false		            5   imbalances using sales volumes, the transportation				false

		576						LN		20		6		false		            6   customer imbalances have been eliminated for the day				false

		577						LN		20		7		false		            7   and transportation customers should be required to pay				false

		578						LN		20		8		false		            8   for that service.  This is consistent with the way				false

		579						LN		20		9		false		            9   interstate pipeline rates are calculated.				false

		580						LN		20		10		false		           10             The last major rate issue of disagreement				false

		581						LN		20		11		false		           11   is the issue of a line pack.  Mr. Higgins and Mr. Swenson				false

		582						LN		20		12		false		           12   argue that the system has a certain level of flexibility				false

		583						LN		20		13		false		           13   due to line pack and I have not made some sort of				false

		584						LN		20		14		false		           14   adjustment for this flexibility in my calculation.				false

		585						LN		20		15		false		           15             Questar Gas does not have a substantial amount				false

		586						LN		20		16		false		           16   of line pack on its system.  No evidence has been				false

		587						LN		20		17		false		           17   provided by any witness that there is five percent line				false

		588						LN		20		18		false		           18   back on the system.				false

		589						LN		20		19		false		           19             For accounting purposes, there is no line pack				false

		590						LN		20		20		false		           20   cost included on the company's books and for regulatory				false

		591						LN		20		21		false		           21   purposes there is no line pack included in the rate base.				false

		592						LN		20		22		false		           22             On the pipeline side, when Questar Gas has an				false

		593						LN		20		23		false		           23   imbalance, that entire imbalance is remedied by the				false

		594						LN		20		24		false		           24   upstream transportation, no-notice transportation, and				false

		595						LN		20		25		false		           25   storage services.				false

		596						PG		21		0		false		page 21				false

		597						LN		21		1		false		            1             The pipeline does not allow a five percent				false

		598						LN		21		2		false		            2   tolerance before these services are used.  Thus, if this				false

		599						LN		21		3		false		            3   adjustment were allowed, the first five percent of				false

		600						LN		21		4		false		            4   imbalance volumes used by transportation customers would				false

		601						LN		21		5		false		            5   continue to be subsidized by sales customers.				false

		602						LN		21		6		false		            6             An issue that was raised by Mr. McGarvey and				false

		603						LN		21		7		false		            7   Mr. Medura was the use of market price gas versus the				false

		604						LN		21		8		false		            8   weighted average cost of gas to calculate the fuel gas				false

		605						LN		21		9		false		            9   reimbursement.				false

		606						LN		21		10		false		           10             In this case I used the weighted average cost				false

		607						LN		21		11		false		           11   of gas because it represents the actual cost of fuel that				false

		608						LN		21		12		false		           12   sales customers pay.  Any charge other than the WACOG				false

		609						LN		21		13		false		           13   rate would not correctly reflect this actual cost.				false

		610						LN		21		14		false		           14             There is also a difference in opinion on how				false

		611						LN		21		15		false		           15   the rates should be assessed.  The Company proposes that				false

		612						LN		21		16		false		           16   the rate be directly assessed to each customer on the				false

		613						LN		21		17		false		           17   volumes outside of a five percent imbalance tolerance.				false

		614						LN		21		18		false		           18             This five percent tolerance came from feedback				false

		615						LN		21		19		false		           19   the Company received from working groups.				false

		616						LN		21		20		false		           20             The proposal from some of the other parties is				false

		617						LN		21		21		false		           21   that a flat rate should be used.  While the flat rate is				false

		618						LN		21		22		false		           22   easier to assess and understand, it will not change				false

		619						LN		21		23		false		           23   customers' behavior.				false

		620						LN		21		24		false		           24             The company has concerns that incorrect daily				false

		621						LN		21		25		false		           25   nominations could lead to operational issues and lead to				false

		622						PG		22		0		false		page 22				false

		623						LN		22		1		false		            1   higher penalties for transportation customers if supply				false

		624						LN		22		2		false		            2   curtailments occur.				false

		625						LN		22		3		false		            3             When considering customer behavior, the direct				false

		626						LN		22		4		false		            4   assessment is the better option because it will send a				false

		627						LN		22		5		false		            5   price signal to customers when they are out of balance.				false

		628						LN		22		6		false		            6             Some additional issues have been raised in this				false

		629						LN		22		7		false		            7   proceeding that I will brief address in this summary				false

		630						LN		22		8		false		            8   including the argument an additional workgroup is				false

		631						LN		22		9		false		            9   necessary to solve these issues.				false

		632						LN		22		10		false		           10             At the beginning of this docket, a scheduling				false

		633						LN		22		11		false		           11   conference was held and all parties were present.				false

		634						LN		22		12		false		           12   A rather lengthy schedule was set that allowed for				false

		635						LN		22		13		false		           13   discovery and for the parties to explain their points of				false

		636						LN		22		14		false		           14   view.  That process will conclude with these hearings.				false

		637						LN		22		15		false		           15             The Company has confidence in the regulatory				false

		638						LN		22		16		false		           16   process.  And there is enough evidence on the record				false

		639						LN		22		17		false		           17   for the Commission to make a decision.				false

		640						LN		22		18		false		           18             The disagreement of whether customers should be				false

		641						LN		22		19		false		           19   required to nominate accurately on a daily basis is a				false

		642						LN		22		20		false		           20   particularly contentious issue the parties have been				false

		643						LN		22		21		false		           21   trying to resolve for over two years now.				false

		644						LN		22		22		false		           22             A Commission directive on this issue in				false

		645						LN		22		23		false		           23   particular will give parties some clarity going forward.				false

		646						LN		22		24		false		           24             While the issue of aggregation has been briefly				false

		647						LN		22		25		false		           25   raised in this case, there is no proposal before the				false

		648						PG		23		0		false		page 23				false

		649						LN		23		1		false		            1   Commission that clearly explains how the rate will be				false

		650						LN		23		2		false		            2   calculated or assessed.				false

		651						LN		23		3		false		            3             I have already aggregated the transportation				false

		652						LN		23		4		false		            4   volumes in the calculation of the rate and aggregating				false

		653						LN		23		5		false		            5   them again during the assessment of the rate would result				false

		654						LN		23		6		false		            6   in double counting and continued free balancing services				false

		655						LN		23		7		false		            7   for transportation customers.				false

		656						LN		23		8		false		            8             Some intervenors have also brought up the issue				false

		657						LN		23		9		false		            9   of additional metering.  There are two types of				false

		658						LN		23		10		false		           10   transportation customers on a Questar Gas system.				false

		659						LN		23		11		false		           11             We have industrial customers who use natural				false

		660						LN		23		12		false		           12   gas for processes and weather-sensitive customers who use				false

		661						LN		23		13		false		           13   natural gas for space heat.				false

		662						LN		23		14		false		           14             In the case of an industrial customer, most of				false

		663						LN		23		15		false		           15   them probably know how much gas their process is used and				false

		664						LN		23		16		false		           16   usage estimation is possible without realtime monitoring.				false

		665						LN		23		17		false		           17             For the weather-sensitive customers, realtime				false

		666						LN		23		18		false		           18   monitoring won't help predict what the weather will be				false

		667						LN		23		19		false		           19   the next day.				false

		668						LN		23		20		false		           20             In both cases, it is unlikely that investing in				false

		669						LN		23		21		false		           21   expensive measurable data will help greatly improve				false

		670						LN		23		22		false		           22   nominations.				false

		671						LN		23		23		false		           23             As a review of the data in QGC Exhibit 1.3				false

		672						LN		23		24		false		           24   shows, currently most customers change their nominations				false

		673						LN		23		25		false		           25   weekly or monthly.				false

		674						PG		24		0		false		page 24				false

		675						LN		24		1		false		            1             A review of the data indicates that a better				false

		676						LN		24		2		false		            2   solution for improved nominations would be for customers				false

		677						LN		24		3		false		            3   and their agents to nominate on a daily basis rather than				false

		678						LN		24		4		false		            4   make additional investments on realtime measuring				false

		679						LN		24		5		false		            5   equipment.				false

		680						LN		24		6		false		            6             There's been discussion about the five percent				false

		681						LN		24		7		false		            7   imbalance tolerance that the company has proposed.  This				false

		682						LN		24		8		false		            8   is consistent with the daily tolerance limits already				false

		683						LN		24		9		false		            9   outlined in the tariff and the higher tolerance amount				false

		684						LN		24		10		false		           10   will result in customers not paying for the upstream				false

		685						LN		24		11		false		           11   balancing services they use.				false

		686						LN		24		12		false		           12             That summarized what I believe to be the major				false

		687						LN		24		13		false		           13   issues in the case.				false

		688						LN		24		14		false		           14             The Company respectfully asks the Commission				false

		689						LN		24		15		false		           15   to find that the assessment of a transportation imbalance				false

		690						LN		24		16		false		           16   charge to transportation customers is just and reasonable				false

		691						LN		24		17		false		           17   and in the public interest and to accept the company's				false

		692						LN		24		18		false		           18   rate design proposal.				false

		693						LN		24		19		false		           19             MS. CLARK:  Mr. Mendenhall is available for				false

		694						LN		24		20		false		           20   cross-examination.				false

		695						LN		24		21		false		           21             CHAIRMAN LAVAR:  Thank you.  Mr. Olsen?				false

		696						LN		24		22		false		           22             MR. OLSEN:  No cross.				false

		697						LN		24		23		false		           23             CHAIRMAN LAVAR:  Ms. Schmid?				false

		698						LN		24		24		false		           24                      CROSS-EXAMINATION				false

		699						LN		24		25		false		           25   BY MS. SCHMID:				false

		700						PG		25		0		false		page 25				false

		701						LN		25		1		false		            1        Q.   Yes.  Good morning.				false

		702						LN		25		2		false		            2        A.   Good morning.				false

		703						LN		25		3		false		            3             MS. SCHMID:  I have some questions about the				false

		704						LN		25		4		false		            4   existing tariff provision that has the plus or minus five				false

		705						LN		25		5		false		            5   percent basis in it.				false

		706						LN		25		6		false		            6             To assist in my questioning, may I approach the				false

		707						LN		25		7		false		            7   witness and hand out copies of this tariff provision?				false

		708						LN		25		8		false		            8             CHAIRMAN LAVAR:  Yes.				false

		709						LN		25		9		false		            9   BY MS. SCHMID:				false

		710						LN		25		10		false		           10        Q.   Mr. Mendenhall, will you accept subject to				false

		711						LN		25		11		false		           11   check that what I have handed you is tariff provisions				false

		712						LN		25		12		false		           12   taken directly from the Questar.com Web site for				false

		713						LN		25		13		false		           13   Questar Gas?				false

		714						LN		25		14		false		           14        A.   Yes.				false

		715						LN		25		15		false		           15             MS. SCHMID:  Thank you.  Could we please mark				false

		716						LN		25		16		false		           16   this DPU Cross Exhibit-1?				false

		717						LN		25		17		false		           17             CHAIRMAN LAVAR:  Any objection to entering this				false

		718						LN		25		18		false		           18   as an exhibit?				false

		719						LN		25		19		false		           19             MS. CLARK:  No.  Thank you.				false

		720						LN		25		20		false		           20             (DPU Cross Exhibit 1 marked and admitted)				false

		721						LN		25		21		false		           21             MR. OLSEN:  Is there a copy that we might have?				false

		722						LN		25		22		false		           22   BY MS. SCHMID:				false

		723						LN		25		23		false		           23        Q.   Yes.  Sorry.  We've talked a little bit about				false

		724						LN		25		24		false		           24   transportation customers and about Questar Gas's firm				false

		725						LN		25		25		false		           25   sales service customers.				false

		726						PG		26		0		false		page 26				false

		727						LN		26		1		false		            1             With regard to those firm sales customers,				false

		728						LN		26		2		false		            2   what does Questar Gas do when a plus or minus tolerance				false

		729						LN		26		3		false		            3   level is imposed?				false

		730						LN		26		4		false		            4        A.   Are you talking about sales customers or				false

		731						LN		26		5		false		            5   transportation customers?				false

		732						LN		26		6		false		            6        Q.   Sales customers.  What does Questar do for its				false

		733						LN		26		7		false		            7   own sales customers when there is a plus or minus five				false

		734						LN		26		8		false		            8   percent imbalance imposed?				false

		735						LN		26		9		false		            9        A.   Well, Questar Gas has purchased services				false

		736						LN		26		10		false		           10   to help balance the -- or take care, to remedy the				false

		737						LN		26		11		false		           11   imbalances of sales customers.				false

		738						LN		26		12		false		           12             So, when they put a five percent, a plus or				false

		739						LN		26		13		false		           13   minus five percent tolerance, it's on transportation				false

		740						LN		26		14		false		           14   customers and it's because there's supply constraints				false

		741						LN		26		15		false		           15   or concerns on the system.				false

		742						LN		26		16		false		           16        Q.   So, sales customers do not have to change their				false

		743						LN		26		17		false		           17   behavior at all?				false

		744						LN		26		18		false		           18        A.   Correct, because Questar Gas has gone out and				false

		745						LN		26		19		false		           19   purchased no-notice upstream transportation and storage				false

		746						LN		26		20		false		           20   services on a firm basis for these customers to help				false

		747						LN		26		21		false		           21   manage those imbalances.				false

		748						LN		26		22		false		           22             That's a high-level answer.  If you want to get				false

		749						LN		26		23		false		           23   into more detail, I would refer you to Mr. Schwarzenbach				false

		750						LN		26		24		false		           24   because he's the expert on that subject.				false

		751						LN		26		25		false		           25        Q.   I might be brave enough to go there.				false

		752						PG		27		0		false		page 27				false

		753						LN		27		1		false		            1             How often has Questar Gas imposed that plus or				false

		754						LN		27		2		false		            2   minus five percent tolerance level upon transportation				false

		755						LN		27		3		false		            3   customers in the last year?				false

		756						LN		27		4		false		            4        A.   Are you talking about putting them on a				false

		757						LN		27		5		false		            5   restriction?				false

		758						LN		27		6		false		            6        Q.   Yes.				false

		759						LN		27		7		false		            7        A.   I -- I cannot give you a number.  I will tell				false

		760						LN		27		8		false		            8   you it's probably increased over the last couple of years				false

		761						LN		27		9		false		            9   more than it has been in the past.				false

		762						LN		27		10		false		           10        Q.   Can you recall if, when it has been imposed it				false

		763						LN		27		11		false		           11   has been imposed on a monthly or a daily basis?				false

		764						LN		27		12		false		           12        A.   It's been imposed on a daily basis with the				false

		765						LN		27		13		false		           13   customers being allowed to trade their imbalances away.				false

		766						LN		27		14		false		           14        Q.   If we could turn to DPU Cross Exhibit 1 to				false

		767						LN		27		15		false		           15   Section 5.01.  If we look at the bottom of the page, it				false

		768						LN		27		16		false		           16   says:    "In the event that the Company incurs fees,				false

		769						LN		27		17		false		           17        charges or costs as a result of the transportation				false

		770						LN		27		18		false		           18        of a customer's gas to the Company's distribution				false

		771						LN		27		19		false		           19        system by an upstream pipeline the Company will				false

		772						LN		27		20		false		           20        provide a statement of such charges or costs.				false

		773						LN		27		21		false		           21             "The customer will reimburse the Company for				false

		774						LN		27		22		false		           22        all fees, charges or costs associated with such				false

		775						LN		27		23		false		           23        transportation."				false

		776						LN		27		24		false		           24             Did I read that correctly?				false

		777						LN		27		25		false		           25        A.   I think you did.				false

		778						PG		28		0		false		page 28				false

		779						LN		28		1		false		            1        Q.   How often has the company imposed reimbursement				false

		780						LN		28		2		false		            2   requirements on customers pursuant to 5.01?				false

		781						LN		28		3		false		            3        A.   We haven't.  That's one of the main purposes				false

		782						LN		28		4		false		            4   of this docket is to start instituting some kind of a				false

		783						LN		28		5		false		            5   charge for those services that are used.				false

		784						LN		28		6		false		            6        Q.   It seems like this matter has been under				false

		785						LN		28		7		false		            7   discussion for quite some time.				false

		786						LN		28		8		false		            8        A.   Yes.				false

		787						LN		28		9		false		            9        Q.   In connection with that, do you recall meeting				false

		788						LN		28		10		false		           10   with the transportation customers during the first half				false

		789						LN		28		11		false		           11   of 2014 about imbalances?				false

		790						LN		28		12		false		           12        A.   Yes.				false

		791						LN		28		13		false		           13        Q.   Isn't it true that as a result of those				false

		792						LN		28		14		false		           14   meetings, what Questar learned influenced the Company's				false

		793						LN		28		15		false		           15   proposal in this document?				false

		794						LN		28		16		false		           16        A.   Absolutely.  Yeah.  In fact, in those meetings,				false

		795						LN		28		17		false		           17   well, even in all three of those meetings we talked about				false

		796						LN		28		18		false		           18   this charge.  We proposed a few different options to the				false

		797						LN		28		19		false		           19   customers, and based on some of their feedback, that's --				false

		798						LN		28		20		false		           20   we used that feedback to develop this rate.				false

		799						LN		28		21		false		           21        Q.   But despite the fact that you learned				false

		800						LN		28		22		false		           22   information from those meetings that influenced your				false

		801						LN		28		23		false		           23   decisions and your proposal, you don't want to pursue				false

		802						LN		28		24		false		           24   a workgroup; is that right?				false

		803						LN		28		25		false		           25        A.   That's right.				false

		804						PG		29		0		false		page 29				false

		805						LN		29		1		false		            1        Q.   When the Company imposes what I'll call an OFO,				false

		806						LN		29		2		false		            2   operational flow order, when is that triggered?				false

		807						LN		29		3		false		            3        A.   Well, so, an operational flow order is also				false

		808						LN		29		4		false		            4   called a daily restriction just so you know.  We'll				false

		809						LN		29		5		false		            5   probably use those terms interchangeably.				false

		810						LN		29		6		false		            6             And once again, I'm going to give you a very				false

		811						LN		29		7		false		            7   high-level answer, and you can ask Mr. Schwarzenbach for				false

		812						LN		29		8		false		            8   the actual details because he's the one who issues those				false

		813						LN		29		9		false		            9   OFOs.  But it would be -- and the way, if you read in the				false

		814						LN		29		10		false		           10   tariff, it's any time there is an operational or a supply				false

		815						LN		29		11		false		           11   concern, Questar Gas has the ability to issue one of				false

		816						LN		29		12		false		           12   those OFOs or daily restrictions.				false

		817						LN		29		13		false		           13        Q.   And the tolerance level that prompts an				false

		818						LN		29		14		false		           14   issuance of an OFO is plus or minus five percent?				false

		819						LN		29		15		false		           15        A.   I know OFO can be -- it could be plus or minus				false

		820						LN		29		16		false		           16   five percent.  It can be zero percent.  It can be ten				false

		821						LN		29		17		false		           17   percent packing, zero percent drafting.  I mean, it just				false

		822						LN		29		18		false		           18   depends on the operational situation that the company's				false

		823						LN		29		19		false		           19   in.  So, yeah, it's not just set at plus or minus five				false

		824						LN		29		20		false		           20   percent.  It really depends on the situation.				false

		825						LN		29		21		false		           21        Q.   The five percent, though, is what you're asking				false

		826						LN		29		22		false		           22   for here as a daily balancing restriction; is that right?				false

		827						LN		29		23		false		           23        A.   Not a daily balancing restriction.  I'm giving				false

		828						LN		29		24		false		           24   them a tolerance of five percent on the transportation				false

		829						LN		29		25		false		           25   imbalance charge.				false

		830						PG		30		0		false		page 30				false

		831						LN		30		1		false		            1             So, for -- I mean, the assumption here is that				false

		832						LN		30		2		false		            2   they're using the services every day.  And as long as				false

		833						LN		30		3		false		            3   they maintain their imbalance within plus or minus five				false

		834						LN		30		4		false		            4   percent, they won't be charged for those services even				false

		835						LN		30		5		false		            5   though they are using them, but it's kind of --				false

		836						LN		30		6		false		            6             You know, as we -- we talked about the working				false

		837						LN		30		7		false		            7   group.  That seemed to be more palatable to the customers				false

		838						LN		30		8		false		            8   that we discussed this with.				false

		839						LN		30		9		false		            9             And so, we did that kind of as a compromise.				false

		840						LN		30		10		false		           10   And I think it's fair because it gives them, you know,				false

		841						LN		30		11		false		           11   some incentive to try and get their nominations in				false

		842						LN		30		12		false		           12   balance.				false

		843						LN		30		13		false		           13             MS. SCHMID:  Thank you.				false

		844						LN		30		14		false		           14             CHAIRMAN LAVAR:  Is that all, Ms. Schmid?				false

		845						LN		30		15		false		           15             MS. SCHMID:  Yes.				false

		846						LN		30		16		false		           16             CHAIRMAN LAVAR:  Okay.  Mr. Dodge?				false

		847						LN		30		17		false		           17                      CROSS-EXAMINATION				false

		848						LN		30		18		false		           18   BY MR. DODGE:				false

		849						LN		30		19		false		           19        Q.   Thank you, Mr. Chairman.				false

		850						LN		30		20		false		           20             Good morning, Mr. Mendenhall.				false

		851						LN		30		21		false		           21        A.   Good morning.				false

		852						LN		30		22		false		           22        Q.   We don't have the pleasure it seems of regular				false

		853						LN		30		23		false		           23   Questar proceedings in this Commission anymore.  It seems				false

		854						LN		30		24		false		           24   like they're fairly sporadic.  So, I think it's important				false

		855						LN		30		25		false		           25   for us to make sure we all understand what we're talking				false

		856						PG		31		0		false		page 31				false

		857						LN		31		1		false		            1   about.  I'm going to ask you some relatively basic				false

		858						LN		31		2		false		            2   questions and hope that you can help.				false

		859						LN		31		3		false		            3        A.   Great.				false

		860						LN		31		4		false		            4        Q.   First of all, the cost that you're talking				false

		861						LN		31		5		false		            5   about here charging transportation customers for --				false

		862						LN		31		6		false		            6        A.   Yes.				false

		863						LN		31		7		false		            7        Q.   -- are upstream meaning Questar Pipeline, your				false

		864						LN		31		8		false		            8   upstream affiliate; right?				false

		865						LN		31		9		false		            9             It's services on that part of the pipeline				false

		866						LN		31		10		false		           10   in the form of transportation services, no-notice				false

		867						LN		31		11		false		           11   transportation services, and storage services; correct?				false

		868						LN		31		12		false		           12        A.   So, they are contracts that Questar Gas has				false

		869						LN		31		13		false		           13   on the upstream pipeline, Questar Pipeline, to help				false

		870						LN		31		14		false		           14   remedy the imbalances of sales customers.				false

		871						LN		31		15		false		           15        Q.   Correct.  And all of those services were				false

		872						LN		31		16		false		           16   purchased exclusively 100 percent for the sales				false

		873						LN		31		17		false		           17   customers; correct?				false

		874						LN		31		18		false		           18        A.   Correct.  And they are being used sometimes				false

		875						LN		31		19		false		           19   by the transportation customers.				false

		876						LN		31		20		false		           20        Q.   You have not at any point identified an				false

		877						LN		31		21		false		           21   incremental amount of upstream services that you need				false

		878						LN		31		22		false		           22   to purchase or will purchase for your transportation				false

		879						LN		31		23		false		           23   customers; correct?  Is that correct?				false

		880						LN		31		24		false		           24        A.   Yes, because the way I proposed this, it would				false

		881						LN		31		25		false		           25   be -- the rate would be available to or the services				false

		882						PG		32		0		false		page 32				false

		883						LN		32		1		false		            1   would be available to transportation customers on an				false

		884						LN		32		2		false		            2   interruptible basis.				false

		885						LN		32		3		false		            3             So, yes, we've created a volumetric				false

		886						LN		32		4		false		            4   reimbursement charge to the sales customers and we will				false

		887						LN		32		5		false		            5   not go out and purchase additional service with the				false

		888						LN		32		6		false		            6   transportation customers.				false

		889						LN		32		7		false		            7        Q.   And that maybe lie in contrast to some				false

		890						LN		32		8		false		            8   utilities who actually purchase transportation, either				false

		891						LN		32		9		false		            9   firm or interruptible, and upstream balancing and				false

		892						LN		32		10		false		           10   no-notice services on behalf of their transportation				false

		893						LN		32		11		false		           11   customers.  Are you familiar with any utilities that				false

		894						LN		32		12		false		           12   do that?				false

		895						LN		32		13		false		           13        A.   I am not, no.				false

		896						LN		32		14		false		           14        Q.   If there were no transportation customers				false

		897						LN		32		15		false		           15   on your system, you'd still buy the exact amount of				false

		898						LN		32		16		false		           16   upstream firm services for your GS customers; correct?				false

		899						LN		32		17		false		           17        A.   Correct.				false

		900						LN		32		18		false		           18        Q.   If there were only transportation customers				false

		901						LN		32		19		false		           19   on your pipeline, if you were only a distribution company				false

		902						LN		32		20		false		           20   and not a gas sales company, you would buy no upstream				false

		903						LN		32		21		false		           21   services; correct?				false

		904						LN		32		22		false		           22        A.   Well, so, there's two ways to manage imbalances				false

		905						LN		32		23		false		           23   on the system.  And I'm not an expert, so if you want to				false

		906						LN		32		24		false		           24   get into details, you can ask Mr. Schwarzenbach.				false

		907						LN		32		25		false		           25             But ultimately the gas has to be balanced				false

		908						PG		33		0		false		page 33				false

		909						LN		33		1		false		            1   somehow.  So, if there were only transportation customers				false

		910						LN		33		2		false		            2   on the system, you'd have two options.				false

		911						LN		33		3		false		            3             One would be to go out and purchase those				false

		912						LN		33		4		false		            4   services.  The other would be to physically control the				false

		913						LN		33		5		false		            5   amount of gas that they're using.  So, to monitor their				false

		914						LN		33		6		false		            6   usage and when they're short, you call them up and say,				false

		915						LN		33		7		false		            7   you need to go out and buy more gas.				false

		916						LN		33		8		false		            8             And if they kept burning, you actually				false

		917						LN		33		9		false		            9   physically reduce the amount of gas that they use.				false

		918						LN		33		10		false		           10             So, Questar Gas hasn't actually gone out and				false

		919						LN		33		11		false		           11   tried to figure out what we would do in that situation,				false

		920						LN		33		12		false		           12   but those would be the two options available at least				false

		921						LN		33		13		false		           13   from my understanding.				false

		922						LN		33		14		false		           14        Q.   Just so you understand, and I can raise this				false

		923						LN		33		15		false		           15   with Mr. Schwarzenbach, but are you familiar with the				false

		924						LN		33		16		false		           16   data response that he made to OCS 3.10 when he was asked,				false

		925						LN		33		17		false		           17   if you had only transportation customers, would you buy				false
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		1408						LN		52		6		false		            6   any time you're using services that have a cost,				false

		1409						LN		52		7		false		            7   I should be able to be reimbursed for them.				false

		1410						LN		52		8		false		            8             MS. CLARK:  If I may interject, Mr. Dodge has				false

		1411						LN		52		9		false		            9   paraphrased I think the section that Mr. Mendenhall read				false

		1412						LN		52		10		false		           10   into the record earlier.				false

		1413						LN		52		11		false		           11             And for clarity purposes, I'd like him to do so				false

		1414						LN		52		12		false		           12   again so we're all speaking about the same words.				false

		1415						LN		52		13		false		           13   BY MR. DODGE:				false

		1416						LN		52		14		false		           14        Q.   Well, yeah, you can read if you'd like to.				false

		1417						LN		52		15		false		           15        A.   Do you want me to read it?  I'll read it.				false

		1418						LN		52		16		false		           16        Q.   I don't care.				false

		1419						LN		52		17		false		           17        A.   "In the event that the company incurs fees,				false

		1420						LN		52		18		false		           18        charges or costs as a result of the transportation				false

		1421						LN		52		19		false		           19        of a customer's gas to the company's distribution				false

		1422						LN		52		20		false		           20        system by an upstream pipeline, the company will				false

		1423						LN		52		21		false		           21        provide a statement of such charges or costs.  The				false

		1424						LN		52		22		false		           22        customer will reimburse the company for all fees,				false

		1425						LN		52		23		false		           23        charges or costs associated with such				false

		1426						LN		52		24		false		           24        transportation."				false

		1427						LN		52		25		false		           25        Q.   And you've provided those statements, have you,				false

		1428						PG		53		0		false		page 53				false

		1429						LN		53		1		false		            1   regularly over the last 25 years?				false

		1430						LN		53		2		false		            2        A.   No, we've not.  So, that's what the purpose				false

		1431						LN		53		3		false		            3   of this proceeding is is to begin charging for those.				false

		1432						LN		53		4		false		            4        Q.   And so, if you read that statute that way,				false

		1433						LN		53		5		false		            5   the company's been negligent in not -- in passing those				false

		1434						LN		53		6		false		            6   costs on in the past and sending statements; right?				false

		1435						LN		53		7		false		            7             MS. CLARK:  I'm going to object to the				false

		1436						LN		53		8		false		            8   argumentation in the question.				false

		1437						LN		53		9		false		            9             CHAIRMAN LAVAR:  Any comment to the objection?				false

		1438						LN		53		10		false		           10             MR. DODGE:  No.  I'll withdraw it.				false

		1439						LN		53		11		false		           11             CHAIRMAN LAVAR:  Okay.				false

		1440						LN		53		12		false		           12             THE WITNESS:  Can I answer that question?				false

		1441						LN		53		13		false		           13             MR. DODGE:  You better ask your attorney to				false

		1442						LN		53		14		false		           14   withdraw the objection.				false

		1443						LN		53		15		false		           15             MS. CLARK:  I withdraw my objection.				false

		1444						LN		53		16		false		           16             THE WITNESS:  One of the main reasons why we				false

		1445						LN		53		17		false		           17   have proposed this charge has come about from the last				false

		1446						LN		53		18		false		           18   couple of years.  I have not been that familiar with how				false

		1447						LN		53		19		false		           19   this works.  I didn't even really understand how				false

		1448						LN		53		20		false		           20   nominations work.				false

		1449						LN		53		21		false		           21             But over the past couple of years, we've had				false

		1450						LN		53		22		false		           22   a couple of supply curtailments and it's been my				false

		1451						LN		53		23		false		           23   department's responsibility to assess those fees for the				false

		1452						LN		53		24		false		           24   penalties incurred on those supply curtailments.				false

		1453						LN		53		25		false		           25             And as I began to look at the data, I realized				false

		1454						PG		54		0		false		page 54				false

		1455						LN		54		1		false		            1   that the customers really were not nominating on a daily				false

		1456						LN		54		2		false		            2   basis and they were carrying large imbalances every day				false

		1457						LN		54		3		false		            3   which led me to realize that they really are using these				false

		1458						LN		54		4		false		            4   services.  And I thought all along they were within close				false

		1459						LN		54		5		false		            5   range every day and they weren't using these services.				false

		1460						LN		54		6		false		            6             And so, to answer your question as to why				false

		1461						LN		54		7		false		            7   we haven't done anything in the last 20 years, I didn't				false

		1462						LN		54		8		false		            8   realize that it was this big of a problem until a year or				false

		1463						LN		54		9		false		            9   two ago.  We've been talking about this for the last two				false

		1464						LN		54		10		false		           10   years.  And so, when it came to my attention that this				false

		1465						LN		54		11		false		           11   was as egregious as it was, that's the point where we				false

		1466						LN		54		12		false		           12   decided we needed to start doing something to charge				false

		1467						LN		54		13		false		           13   them for these services that they're using.				false

		1468						LN		54		14		false		           14   BY MR. DODGE:				false

		1469						LN		54		15		false		           15        Q.   So the answer to my question is, yes, you were				false

		1470						LN		54		16		false		           16   negligent in not recognizing that earlier?				false

		1471						LN		54		17		false		           17        A.   I'd say ignorant.  Not negligent.				false

		1472						LN		54		18		false		           18        Q.   Okay.  I'll go with ignorant.  This section				false

		1473						LN		54		19		false		           19   that you relied on talks about transportation of a				false

		1474						LN		54		20		false		           20   customer's gas.				false

		1475						LN		54		21		false		           21        A.   Right.				false

		1476						LN		54		22		false		           22        Q.   It doesn't talk about storage.  It doesn't talk				false

		1477						LN		54		23		false		           23   about no notice.				false

		1478						LN		54		24		false		           24        A.   Correct.				false

		1479						LN		54		25		false		           25        Q.   So, if you're only relying on that, only the				false

		1480						PG		55		0		false		page 55				false

		1481						LN		55		1		false		            1   component for transportation ought to go into your				false

		1482						LN		55		2		false		            2   charge; right?				false

		1483						LN		55		3		false		            3        A.   Well, the Commission has approved other				false

		1484						LN		55		4		false		            4   imbalance charges.  For example, the MT class that				false

		1485						LN		55		5		false		            5   includes upstream, no notice, and storage.				false

		1486						LN		55		6		false		            6        Q.   I understand that.  I'm saying, if this is what				false

		1487						LN		55		7		false		            7   you're relying upon, it doesn't talk about storage or no				false

		1488						LN		55		8		false		            8   notice services?				false

		1489						LN		55		9		false		            9        A.   I am taking this a step further I guess.				false

		1490						LN		55		10		false		           10        Q.   Mr. Mendenhall, isn't charging -- back up.				false

		1491						LN		55		11		false		           11             The charge you're proposing to charge to				false

		1492						LN		55		12		false		           12   transportation customers, for every single dekatherm				false

		1493						LN		55		13		false		           13   of imbalance, not in excess of the five percent but every				false

		1494						LN		55		14		false		           14   single dekatherm of imbalance that they incur over the				false

		1495						LN		55		15		false		           15   month netted, all transportation customers collectively,				false

		1496						LN		55		16		false		           16   is the exact same rate that you're GS customers pay for				false

		1497						LN		55		17		false		           17   this on a 100 percent load factor basis; correct?				false

		1498						LN		55		18		false		           18        A.   It's a volumetric rate.				false

		1499						LN		55		19		false		           19        Q.   It's a volume -- you've converted what is a				false

		1500						LN		55		20		false		           20   demand or a charge, a fixed charge per unit to a 100				false

		1501						LN		55		21		false		           21   percent load factor volumetric rate for the				false

		1502						LN		55		22		false		           22   transportation; right?				false

		1503						LN		55		23		false		           23        A.   Correct.				false

		1504						LN		55		24		false		           24        Q.   And you've come up with other means of doing				false

		1505						LN		55		25		false		           25   that, but you're basically saying, we're going to charge				false

		1506						PG		56		0		false		page 56				false

		1507						LN		56		1		false		            1   our transportation customers the exact same charge we're				false

		1508						LN		56		2		false		            2   charging our GS customers when converted to a 100 percent				false

		1509						LN		56		3		false		            3   load factor volumetric rate?				false

		1510						LN		56		4		false		            4        A.   Well, I'm charging the volumetric version.				false

		1511						LN		56		5		false		            5   I wouldn't say I'm charging them the same amount because				false

		1512						LN		56		6		false		            6   my charge assesses I think five and a half percent of the				false

		1513						LN		56		7		false		            7   no-notice cost of the transportation customers and four				false

		1514						LN		56		8		false		            8   and a half percent of the storage costs.				false

		1515						LN		56		9		false		            9             So, I think if you were to compare how much				false

		1516						LN		56		10		false		           10   they're using versus how much I'm assessing them,				false

		1517						LN		56		11		false		           11   I'm being very fair.				false

		1518						LN		56		12		false		           12        Q.   No.  I mean on a per-year basis.  It's the				false

		1519						LN		56		13		false		           13   exact same per-unit charge you're charging your				false

		1520						LN		56		14		false		           14   GS customers assuming 100 percent load factor?				false

		1521						LN		56		15		false		           15        A.   Correct, which they never reach.				false

		1522						LN		56		16		false		           16        Q.   So, if that's the case -- I mean, isn't this,				false

		1523						LN		56		17		false		           17   Mr. Mendenhall, like the company renting for its or				false

		1524						LN		56		18		false		           18   buying for its GS customers a Ferrari, picking up a TS				false

		1525						LN		56		19		false		           19   customer and transporting it when there's room and then				false

		1526						LN		56		20		false		           20   saying pay us the lease value of a Ferrari even if the				false

		1527						LN		56		21		false		           21   transportation customers would have said, I would have				false

		1528						LN		56		22		false		           22   been happy to walk, take my bike or ride a UGO, but				false

		1529						LN		56		23		false		           23   you're charging me the -- without being asked.				false

		1530						LN		56		24		false		           24             You didn't ask us if he wanted these services.				false

		1531						LN		56		25		false		           25   You don't give us another option.  We might have other				false

		1532						PG		57		0		false		page 57				false

		1533						LN		57		1		false		            1   options that would be acceptable to us, but you're saying				false

		1534						LN		57		2		false		            2   pay the Ferrari rate.				false

		1535						LN		57		3		false		            3             Don't you think that's a fair analogy?				false

		1536						LN		57		4		false		            4        A.   I think a better analogy is more like a bus				false

		1537						LN		57		5		false		            5   pass where I'm paying a demand charge for the month and				false

		1538						LN		57		6		false		            6   someone wants to use my buss pass for the day and so I				false

		1539						LN		57		7		false		            7   let them use my bus pass.  And I say, well, if I take the				false

		1540						LN		57		8		false		            8   value of my bus pass and divide it by 30, you're going to				false

		1541						LN		57		9		false		            9   pay me for the day's worth of use.				false

		1542						LN		57		10		false		           10        Q.   Well, what if they say, we don't want to take				false

		1543						LN		57		11		false		           11   the bus.  We'll walk, thank you?				false

		1544						LN		57		12		false		           12        A.   That's the beauty of my opinion charge is they				false

		1545						LN		57		13		false		           13   have that option.  They can keep the nomination in				false

		1546						LN		57		14		false		           14   balance every day and they never have to pay to ride the				false

		1547						LN		57		15		false		           15   bus.				false

		1548						LN		57		16		false		           16        Q.   Someone pays for it because you charge -- and				false

		1549						LN		57		17		false		           17   we'll get into this in a minute and make sure this is				false

		1550						LN		57		18		false		           18   understood.  You say you've given them a five percent				false

		1551						LN		57		19		false		           19   tolerance.  That's not true in terms of calculating the				false

		1552						LN		57		20		false		           20   amount, the 1.7 million you want to collect from				false

		1553						LN		57		21		false		           21   transportation customers.  That is basing it on every				false

		1554						LN		57		22		false		           22   single net dekatherm net imbalance over the year, the				false

		1555						LN		57		23		false		           23   test period; correct?				false

		1556						LN		57		24		false		           24             A hundred percent.  Not over five percent.				false

		1557						LN		57		25		false		           25        A.   I'm netting all of the transportation customers				false

		1558						PG		58		0		false		page 58				false

		1559						LN		58		1		false		            1   together for --				false

		1560						LN		58		2		false		            2        Q.   You're netting them?				false

		1561						LN		58		3		false		            3        A.   Yes.				false

		1562						LN		58		4		false		            4        Q.   And their net imbalance every day from zero to				false

		1563						LN		58		5		false		            5   whatever is what you add up and charge them on and that's				false

		1564						LN		58		6		false		            6   how you got the 1.7 million?				false

		1565						LN		58		7		false		            7        A.   You mean the net imbalance outside of the five				false

		1566						LN		58		8		false		            8   percent?				false

		1567						LN		58		9		false		            9        Q.   No.  I'm saying all of them.				false

		1568						LN		58		10		false		           10        A.   You're talking about when I calculate the rate?				false

		1569						LN		58		11		false		           11        Q.   When you calculate the revenue requirement that				false

		1570						LN		58		12		false		           12   you're now going to try and collect from transportation				false

		1571						LN		58		13		false		           13   customers, you don't give them a five percent tolerance.				false

		1572						LN		58		14		false		           14             You charge them for every dekatherm of				false

		1573						LN		58		15		false		           15   imbalance over the entire test period?				false

		1574						LN		58		16		false		           16        A.   That's exactly right because, as I mentioned				false

		1575						LN		58		17		false		           17   earlier, Questar Gas balances to zero every day.				false

		1576						LN		58		18		false		           18        Q.   By choice?				false

		1577						LN		58		19		false		           19        A.   I don't know if it's by choice.				false

		1578						LN		58		20		false		           20        Q.   For its transportation customers.				false

		1579						LN		58		21		false		           21        A.   You can ask Mr. Schwarzenback what it is.				false

		1580						LN		58		22		false		           22   But I don't know why but probably for operational				false

		1581						LN		58		23		false		           23   reasons.				false

		1582						LN		58		24		false		           24        Q.   Don't you think there's a big hole in this				false

		1583						LN		58		25		false		           25   record if there's been no demonstration of what the value				false

		1584						PG		59		0		false		page 59				false

		1585						LN		59		1		false		            1   to the transportation customers is for this service by				false

		1586						LN		59		2		false		            2   comparing it to what another option might be for them				false

		1587						LN		59		3		false		            3   if you chose not to provide this service that they've				false

		1588						LN		59		4		false		            4   never asked for?				false

		1589						LN		59		5		false		            5        A.   Well, I don't know if I'm required to provide				false

		1590						LN		59		6		false		            6   every possible analysis.  I mean, if the other parties				false

		1591						LN		59		7		false		            7   thought that was a good methodology or analysis to use,				false

		1592						LN		59		8		false		            8   they've had eight months to provide it on the record.				false

		1593						LN		59		9		false		            9             The proposal that I have I believe is fair.				false

		1594						LN		59		10		false		           10   I believe it charges them accurately for the costs that				false

		1595						LN		59		11		false		           11   they use, and I don't feel like I'm being, you know,				false

		1596						LN		59		12		false		           12   I'm overreaching, especially when you compare it to the				false

		1597						LN		59		13		false		           13   MT rate that's currently approved.				false

		1598						LN		59		14		false		           14             I think it's a just and reasonable rate.				false

		1599						LN		59		15		false		           15   I think it's fair.  And customers don't have to pay it				false

		1600						LN		59		16		false		           16   if they keep their nominations in line.				false

		1601						LN		59		17		false		           17        Q.   Someone has to pay it.  One of the				false

		1602						LN		59		18		false		           18   transportation -- even if there's only one that goes				false

		1603						LN		59		19		false		           19   out of balance, they'll pay the entire charge; right?				false

		1604						LN		59		20		false		           20             You're saying the 1.7 million is collected				false

		1605						LN		59		21		false		           21   regardless of who pays for it.				false

		1606						LN		59		22		false		           22        A.   Well, actually, if they all keep their				false

		1607						LN		59		23		false		           23   nominations in balance over time, that 1.7 million will				false

		1608						LN		59		24		false		           24   decrease over time.  It will get smaller and smaller.				false

		1609						LN		59		25		false		           25        Q.   I understand.				false

		1610						PG		60		0		false		page 60				false

		1611						LN		60		1		false		            1        A.   In a perfect world, if they were all in				false

		1612						LN		60		2		false		            2   balance, the charge wold be de minimis.				false

		1613						LN		60		3		false		            3        Q.   You say the record's been open.  Several people				false

		1614						LN		60		4		false		            4   have said, including the Division at one point, you				false

		1615						LN		60		5		false		            5   haven't provided enough information to calculate				false

		1616						LN		60		6		false		            6   a fair charge.  Don't you think that's a legitimate				false

		1617						LN		60		7		false		            7   response, too?				false

		1618						LN		60		8		false		            8        A.   I think that was filed in direct testimony.				false

		1619						LN		60		9		false		            9   And I believe now with all of the evidence on the record,				false

		1620						LN		60		10		false		           10   there is enough charge.				false

		1621						LN		60		11		false		           11             Ultimately, that will be up to the Commission				false

		1622						LN		60		12		false		           12   to decide whether there's enough evidence on the record.				false

		1623						LN		60		13		false		           13        Q.   You understand that the Company has the burden				false

		1624						LN		60		14		false		           14   of proof of establishing your charge; do you not?				false

		1625						LN		60		15		false		           15        A.   Yes.  And I believe we've met that burden.				false

		1626						LN		60		16		false		           16        Q.   Even without any evidence of what the value				false

		1627						LN		60		17		false		           17   to the customers that you're claiming to benefit is?				false

		1628						LN		60		18		false		           18        A.   Yes.				false

		1629						LN		60		19		false		           19        Q.   Let's talk now just a little bit about your				false

		1630						LN		60		20		false		           20   formula that leads to your rate because I think it's				false

		1631						LN		60		21		false		           21   important for the Commission to understand that as well.				false

		1632						LN		60		22		false		           22             First I'm going to ask some questions.				false

		1633						LN		60		23		false		           23             Is the goal here to be punitive to				false

		1634						LN		60		24		false		           24   transportation customers?				false

		1635						LN		60		25		false		           25        A.   No.				false

		1636						PG		61		0		false		page 61				false

		1637						LN		61		1		false		            1        Q.   Is it to discourage transportation and				false

		1638						LN		61		2		false		            2   encourage people to move back to sales service?				false

		1639						LN		61		3		false		            3        A.   No.				false

		1640						LN		61		4		false		            4        Q.   Is it to be the most restrictive LDC in the				false

		1641						LN		61		5		false		            5   country in terms of daily imbalance requirements for				false

		1642						LN		61		6		false		            6   transportation customers?				false

		1643						LN		61		7		false		            7        A.   No.				false

		1644						LN		61		8		false		            8        Q.   Is it because you think it's a fair way to				false

		1645						LN		61		9		false		            9   allocate charges?				false

		1646						LN		61		10		false		           10        A.   It's because it's the -- first of all, I think				false
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		1887						LN		70		17		false		           17             MR. DODGE:  I think it's appropriate for this				false

		1888						LN		70		18		false		           18   Commission to understand the differences.  He tried to go				false

		1889						LN		70		19		false		           19   through the differences and explain them.				false

		1890						LN		70		20		false		           20             I'm trying to cross-examine him on it.  I think				false

		1891						LN		70		21		false		           21   it's completely appropriate.  This is all in the record.				false

		1892						LN		70		22		false		           22   It can be derived from the record.  It's not as laid out				false

		1893						LN		70		23		false		           23   as simply as it is here.				false

		1894						LN		70		24		false		           24             CHAIRMAN LAVAR:  I think there's some merit				false

		1895						LN		70		25		false		           25   to the objection with respect to cross-examining				false

		1896						PG		71		0		false		page 71				false

		1897						LN		71		1		false		            1   Mr. Mendenhall on his testimony.				false

		1898						LN		71		2		false		            2             However, to the extent that Mr. Mendenhall has				false

		1899						LN		71		3		false		            3   addressed these issues in rebuttal and surrebuttal,				false

		1900						LN		71		4		false		            4   I think I'm going to allow the questioning to continue.				false

		1901						LN		71		5		false		            5             MR. DODGE:  I'm almost done.				false

		1902						LN		71		6		false		            6             CHAIRMAN LAVAR:  Okay.				false

		1903						LN		71		7		false		            7   BY MR. DODGE:				false

		1904						LN		71		8		false		            8        Q.   I just want the Commission and everyone to				false

		1905						LN		71		9		false		            9   understand the components because what Mr. Mendenhall				false

		1906						LN		71		10		false		           10   said, he's went through each of these adjustments and				false

		1907						LN		71		11		false		           11   said it reduces it to just 20 percent I think was his				false

		1908						LN		71		12		false		           12   testimony or --				false

		1909						LN		71		13		false		           13        A.   Yeah.				false

		1910						LN		71		14		false		           14        Q.   -- something like that of his charge.				false

		1911						LN		71		15		false		           15   I'm showing the components to get to that 20 percent				false

		1912						LN		71		16		false		           16   and show that one assumption alone drives half of it.				false

		1913						LN		71		17		false		           17             Other assumptions also drive half.  These two				false

		1914						LN		71		18		false		           18   assumptions alone drive half of the difference between				false

		1915						LN		71		19		false		           19   the rates.  I think that's, you know, something the				false

		1916						LN		71		20		false		           20   Commission ought to understand.				false

		1917						LN		71		21		false		           21             And then just now what you did testify to, that				false

		1918						LN		71		22		false		           22   if you take -- and I'm sorry I'm such a bad -- I'm so bad				false

		1919						LN		71		23		false		           23   at drawing on these.				false

		1920						LN		71		24		false		           24             If you take UAE one through three, all three				false

		1921						LN		71		25		false		           25   of them, that's the number you referenced where he gets				false

		1922						PG		72		0		false		page 72				false

		1923						LN		72		1		false		            1   to down to a $337,000 revenue requirement and a charge				false

		1924						LN		72		2		false		            2   of 3.6 cents; right?				false

		1925						LN		72		3		false		            3        A.   Correct.				false

		1926						LN		72		4		false		            4        Q.   So, this assumption, these two assumptions that				false

		1927						LN		72		5		false		            5   you make about not giving any tolerance when calculating				false

		1928						LN		72		6		false		            6   the rate and including the transportation cost in the				false

		1929						LN		72		7		false		            7   calculation, each of those drives basically half of the				false

		1930						LN		72		8		false		            8   charge you're now proposing to charge transportation				false

		1931						LN		72		9		false		            9   customers; correct?				false

		1932						LN		72		10		false		           10        A.   Correct.				false

		1933						LN		72		11		false		           11        Q.   Let's talk for a minute about your no-notice				false

		1934						LN		72		12		false		           12   service.  What components go into no notice?				false

		1935						LN		72		13		false		           13        A.   I believe there is a system demand charge,				false

		1936						LN		72		14		false		           14   but to make sure the record's correct, why don't we turn				false

		1937						LN		72		15		false		           15   to my direct testimony.  We can look at the table there.				false

		1938						LN		72		16		false		           16        Q.   And let me clarify.  I'm not asking about the				false

		1939						LN		72		17		false		           17   charge.				false

		1940						LN		72		18		false		           18        A.   Oh.				false

		1941						LN		72		19		false		           19        Q.   I'm saying, what comes with no-notice service?				false

		1942						LN		72		20		false		           20        A.   So, basically -- I don't need this.  I'll move				false

		1943						LN		72		21		false		           21   it back over here.  Basically, no notice is what we call				false

		1944						LN		72		22		false		           22   a fifth cycle nomination.				false

		1945						LN		72		23		false		           23             So, as we were talking, you mentioned that we				false

		1946						LN		72		24		false		           24   don't know what the imbalance is until the end day of the				false

		1947						LN		72		25		false		           25   day for the sales and the transportation customers.				false

		1948						PG		73		0		false		page 73				false

		1949						LN		73		1		false		            1             And so, at the end day of the when it's all				false

		1950						LN		73		2		false		            2   said and done, the no notice allows us to -- allows an				false

		1951						LN		73		3		false		            3   adjustment to be made to take into account any imbalances				false

		1952						LN		73		4		false		            4   that we had on our transportation contract and then the				false

		1953						LN		73		5		false		            5   difference goes into Clay Basin.				false

		1954						LN		73		6		false		            6        Q.   Do you know what cost components go into				false

		1955						LN		73		7		false		            7   Questar Pipeline's determination of its no-notice charge?				false

		1956						LN		73		8		false		            8        A.   Maybe I'll let you tell me because I'm guessing				false

		1957						LN		73		9		false		            9   you do.				false

		1958						LN		73		10		false		           10        Q.   Well, I'm hoping you do.				false

		1959						LN		73		11		false		           11        A.   I'm trying -- I mean, I think there's a demand				false

		1960						LN		73		12		false		           12   component.  I can tell you the history of it.  I believe				false

		1961						LN		73		13		false		           13   back in the '90s you had Order 636 come out where the				false

		1962						LN		73		14		false		           14   Federal Energy Regulatory Commission ordered pipelines				false

		1963						LN		73		15		false		           15   to offer this balancing service or a larger suite of				false

		1964						LN		73		16		false		           16   balancing services to large customers like utilities,				false

		1965						LN		73		17		false		           17   electric generation customers.				false

		1966						LN		73		18		false		           18             And so, at that time the amount of no notice				false

		1967						LN		73		19		false		           19   was determined that would be available to Questar Gas,				false

		1968						LN		73		20		false		           20   and it was based on Questar Gas's historical experience.				false

		1969						LN		73		21		false		           21   And I'm not sure, you know, what costs go into that.				false

		1970						LN		73		22		false		           22   It's just a cost that's, you know, typically taken care				false

		1971						LN		73		23		false		           23   of in a general rate case.				false

		1972						LN		73		24		false		           24             So, you've got your transportation costs,				false

		1973						LN		73		25		false		           25   your storage costs, your no-notice cost, and in the 1995				false

		1974						PG		74		0		false		page 74				false

		1975						LN		74		1		false		            1   rate case, it was determined, you know, what costs should				false

		1976						LN		74		2		false		            2   be apportioned to that service and then that was agreed				false

		1977						LN		74		3		false		            3   to by all the parties in settlement, and we've been				false

		1978						LN		74		4		false		            4   paying that ever since.				false

		1979						LN		74		5		false		            5        Q.   FERC Basically assigns cost; right?				false

		1980						LN		74		6		false		            6        A.   Correct.				false

		1981						LN		74		7		false		            7        Q.   It's a cost-based thing.  You don't know what				false

		1982						LN		74		8		false		            8   bucket of costs go into determining no notice.				false

		1983						LN		74		9		false		            9             Are there some transportation costs?				false

		1984						LN		74		10		false		           10             Are there some storage costs?				false

		1985						LN		74		11		false		           11        A.   I honestly don't know.  I don't know what it's				false

		1986						LN		74		12		false		           12   made up of.				false

		1987						LN		74		13		false		           13        Q.   But in any event, it's the no notice that				false

		1988						LN		74		14		false		           14   allows this after-the-fact adjustment --				false

		1989						LN		74		15		false		           15        A.   Correct.				false

		1990						LN		74		16		false		           16        Q.   -- to reconcile burn with delivery; right?				false

		1991						LN		74		17		false		           17        A.   Correct.				false

		1992						LN		74		18		false		           18             MR. DODGE:  Changing direction just a little,				false

		1993						LN		74		19		false		           19   and I'm not too far from being done.				false

		1994						LN		74		20		false		           20             To the Commissioners, I don't know when you				false

		1995						LN		74		21		false		           21   were hoping to have a break but I'm getting close.				false

		1996						LN		74		22		false		           22             CHAIRMAN LAVAR:  Thank you.				false

		1997						LN		74		23		false		           23   BY MR. DODGE:				false

		1998						LN		74		24		false		           24        Q.   Changing direction just a little bit, you were				false

		1999						LN		74		25		false		           25   asked to identify any utilities you were aware of that				false

		2000						PG		75		0		false		page 75				false

		2001						LN		75		1		false		            1   impose some kind of daily balancing restriction on their				false

		2002						LN		75		2		false		            2   transportation customers; right?				false

		2003						LN		75		3		false		            3        A.   In a data request?				false

		2004						LN		75		4		false		            4        Q.   In a data request.  And the company came back				false

		2005						LN		75		5		false		            5   with three that you've identified.				false

		2006						LN		75		6		false		            6             Have you reviewed the tariffs of those three?				false

		2007						LN		75		7		false		            7        A.   Not recently.  I think I briefly looked over				false

		2008						LN		75		8		false		            8   them when we answered the data request.				false

		2009						LN		75		9		false		            9        Q.   Is it consistent with your memory that the				false

		2010						LN		75		10		false		           10   Southwest Gas -- and I do have them and we can go through				false

		2011						LN		75		11		false		           11   them if you'd like.  Tell me if this is consistent with				false

		2012						LN		75		12		false		           12   your memory, that the Southwest Gas which was the only				false

		2013						LN		75		13		false		           13   utility in the western part of the United States that you				false

		2014						LN		75		14		false		           14   identified.				false

		2015						LN		75		15		false		           15        A.   Right.				false

		2016						LN		75		16		false		           16        Q.   It's in Las Vegas.  It's in Nevada; right?				false

		2017						LN		75		17		false		           17        A.   Right.				false

		2018						LN		75		18		false		           18        Q.   The Southwest gas allows a 25 percent daily				false

		2019						LN		75		19		false		           19   intolerance?				false

		2020						LN		75		20		false		           20        A.   I believe that's right.  I don't know all the				false

		2021						LN		75		21		false		           21   specifics of it but I think in general that's how it				false

		2022						LN		75		22		false		           22   operates.				false

		2023						LN		75		23		false		           23        Q.   And if someone goes over that, they charge if				false

		2024						LN		75		24		false		           24   there are incremental upstream charges imposed on them;				false

		2025						LN		75		25		false		           25   correct?				false

		2026						PG		76		0		false		page 76				false

		2027						LN		76		1		false		            1        A.   That I don't remember but I will agree.				false

		2028						LN		76		2		false		            2   Subject to check, that's correct.				false

		2029						LN		76		3		false		            3        Q.   You also identified Vectren in Ohio.				false

		2030						LN		76		4		false		            4             Is it consistent with your memory that they				false

		2031						LN		76		5		false		            5   have a 15 percent daily tolerance and any excess above				false

		2032						LN		76		6		false		            6   15 percent is cashed out on a commodity basis?				false

		2033						LN		76		7		false		            7        A.   That I don't remember but I will agree subject				false

		2034						LN		76		8		false		            8   to check.				false

		2035						LN		76		9		false		            9        Q.   And then, lastly, you identified Baltimore Gas				false

		2036						LN		76		10		false		           10   and Electric in Maryland.				false

		2037						LN		76		11		false		           11             And is it consistent with your memory that they				false

		2038						LN		76		12		false		           12   have a daily balancing fee that they charge to suppliers				false

		2039						LN		76		13		false		           13   for the total of gas delivered by a given supplier into				false

		2040						LN		76		14		false		           14   the system?				false

		2041						LN		76		15		false		           15        A.   I think that's correct, yes.				false

		2042						LN		76		16		false		           16        Q.   Did you review those tariffs enough to know				false

		2043						LN		76		17		false		           17   that all three of those allow agent-level aggregation				false

		2044						LN		76		18		false		           18   for nomination and imbalance purposes?				false

		2045						LN		76		19		false		           19        A.   No, I did not.				false

		2046						LN		76		20		false		           20        Q.   Would it surprise you that every utility				false

		2047						LN		76		21		false		           21   identified by both by you and by the Office's witness				false

		2048						LN		76		22		false		           22   allow agent-level aggregation at least in some form				false

		2049						LN		76		23		false		           23   for imbalance purposes?				false

		2050						LN		76		24		false		           24        A.   I don't know if it would surprise me or not				false

		2051						LN		76		25		false		           25   but I trust what you're saying.				false

		2052						PG		77		0		false		page 77				false

		2053						LN		77		1		false		            1        Q.   If that were the case, wouldn't your proposal				false

		2054						LN		77		2		false		            2   not make you the most restrictive daily imbalance utility				false

		2055						LN		77		3		false		            3   in the country that we know of at least?				false

		2056						LN		77		4		false		            4        A.   Well, I think you have to look at out proposal				false

		2057						LN		77		5		false		            5   in terms of all the other tariff provisions that these				false

		2058						LN		77		6		false		            6   utilities have.  Clearly, we have explained or expressed				false

		2059						LN		77		7		false		            7   concern over having customers nominate on a daily basis				false

		2060						LN		77		8		false		            8   and Mr. Schwarzenbach talked about that.				false

		2061						LN		77		9		false		            9             And I don't know if the other utilities have				false

		2062						LN		77		10		false		           10   policies in place that allow or that help mitigate the				false

		2063						LN		77		11		false		           11   operational concerns that we have.  And so, that allows				false

		2064						LN		77		12		false		           12   the aggregation of the rate to be effective.  So, I guess				false

		2065						LN		77		13		false		           13   I can't speak to that because I don't know the whole				false

		2066						LN		77		14		false		           14   package of policies that they have in place.				false

		2067						LN		77		15		false		           15             But the purpose of our rate was to try and				false

		2068						LN		77		16		false		           16   incent customers to change their behavior.  And whether				false

		2069						LN		77		17		false		           17   that works or not I guess is to be seen, but that was				false

		2070						LN		77		18		false		           18   the hope.				false

		2071						LN		77		19		false		           19        Q.   Mr. Mendenhall, going back briefly to this				false

		2072						LN		77		20		false		           20   illustration, the reality is, you have 300 instead of				false

		2073						LN		77		21		false		           21   two transportation customers; right?				false

		2074						LN		77		22		false		           22        A.   Correct.				false

		2075						LN		77		23		false		           23        Q.   But if we drew 300 lines here and added them				false

		2076						LN		77		24		false		           24   all up to these exact same numbers, the adjustment here				false

		2077						LN		77		25		false		           25   would be the same?				false

		2078						PG		78		0		false		page 78				false

		2079						LN		78		1		false		            1        A.   Correct.				false

		2080						LN		78		2		false		            2        Q.   So, the use of the no-notice service is not				false

		2081						LN		78		3		false		            3   effective whether it's done at an agent aggregated level				false

		2082						LN		78		4		false		            4   or done at an individual customer level; right?				false

		2083						LN		78		5		false		            5        A.   Correct.				false

		2084						LN		78		6		false		            6             MR. DODGE:  You testified -- may I approach?				false

		2085						LN		78		7		false		            7             CHAIRMAN LAVAR:  Yes.				false

		2086						LN		78		8		false		            8   BY MR. DODGE:				false

		2087						LN		78		9		false		            9        Q.   Here's a cross-examination exhibit.				false

		2088						LN		78		10		false		           10             You testified that nobody had essentially				false

		2089						LN		78		11		false		           11   fleshed out a proposal for allowing agent-level				false

		2090						LN		78		12		false		           12   aggregation for these imbalance charges.  And I'm going				false

		2091						LN		78		13		false		           13   to ask you if you read testimony proposing that your				false

		2092						LN		78		14		false		           14   agency agreement be adjusted to allow for this.				false

		2093						LN		78		15		false		           15             Did you see testimony in the record to that				false

		2094						LN		78		16		false		           16   effect?				false

		2095						LN		78		17		false		           17        A.   Could you remind me of who may have written				false

		2096						LN		78		18		false		           18   that testimony?				false

		2097						LN		78		19		false		           19        Q.   Yeah.  We can find it and give you the specific				false

		2098						LN		78		20		false		           20   cite.  You don't recall reading it?				false

		2099						LN		78		21		false		           21        A.   I may have.  I couldn't tell you right now who				false

		2100						LN		78		22		false		           22   wrote it and where it was though.				false

		2101						LN		78		23		false		           23             (UAE Cross Exhibit 1 marked)				false

		2102						LN		78		24		false		           24   BY MR. DODGE:				false

		2103						LN		78		25		false		           25        Q.   I'd like to mark this as cross-examination				false

		2104						PG		79		0		false		page 79				false

		2105						LN		79		1		false		            1   Exhibit UA 1 and ask you if you recognize it?				false

		2106						LN		79		2		false		            2        A.   I don't -- well, I recognize it.  It's the				false

		2107						LN		79		3		false		            3   customer agency assignment agreement, but I would not say				false

		2108						LN		79		4		false		            4   that I'm familiar with this document.				false

		2109						LN		79		5		false		            5        Q.   And attached to it is what's called a QuestLine				false

		2110						LN		79		6		false		            6   access agreement.				false

		2111						LN		79		7		false		            7             Would you accept subject to check that if I'm				false

		2112						LN		79		8		false		            8   a transportation customer and I choose to have an agent				false

		2113						LN		79		9		false		            9   do anything on my behalf, I have to sign this document?				false

		2114						LN		79		10		false		           10        A.   Yes.				false

		2115						LN		79		11		false		           11        Q.   And the QuestLine agreement with it?				false

		2116						LN		79		12		false		           12        A.   Yes.				false

		2117						LN		79		13		false		           13        Q.   In that document, paragraph one identifies the				false

		2118						LN		79		14		false		           14   agent.  Paragraph two says the customer will be bound by				false

		2119						LN		79		15		false		           15   what the agent does.  Paragraph three says --				false

		2120						LN		79		16		false		           16        A.   I'm sorry.  Are we looking at the --				false

		2121						LN		79		17		false		           17        Q.   The first page.				false

		2122						LN		79		18		false		           18        A.   -- the front page?				false

		2123						LN		79		19		false		           19        Q.   The first page.				false

		2124						LN		79		20		false		           20        A.   Okay.				false

		2125						LN		79		21		false		           21        Q.   Paragraph three says the customer will provide				false

		2126						LN		79		22		false		           22   the access code to QuestLine?				false

		2127						LN		79		23		false		           23             MS. CLARK:  I'm going to object to this entire				false

		2128						LN		79		24		false		           24   line of questioning.  The witness has testified that he's				false

		2129						LN		79		25		false		           25   not familiar with this agreement.  And we're kind of				false

		2130						PG		80		0		false		page 80				false

		2131						LN		80		1		false		            1   racing through it.  He's not had an opportunity to				false

		2132						LN		80		2		false		            2   review it.  He did not testify that he's participated				false

		2133						LN		80		3		false		            3   in its preparation or had any contact with it before				false

		2134						LN		80		4		false		            4   today.				false

		2135						LN		80		5		false		            5             MR. DODGE:  I'm responding to his testimony				false

		2136						LN		80		6		false		            6   that there's no proposal in this docket that fleshes out				false

		2137						LN		80		7		false		            7   how an aggregation work.  And I'm responding, yes, there				false

		2138						LN		80		8		false		            8   is and it's this agency agreement that is referenced.				false

		2139						LN		80		9		false		            9             MS. CLARK:  I would request a citation to the				false

		2140						LN		80		10		false		           10   record on that.  I believe he also testified he didn't				false

		2141						LN		80		11		false		           11   recall specifically.				false

		2142						LN		80		12		false		           12             MR. DODGE:  Then I would request a break if				false

		2143						LN		80		13		false		           13   we're going to play these games.  I'd request a break				false

		2144						LN		80		14		false		           14   and let me go find it.				false

		2145						LN		80		15		false		           15             CHAIRMAN LAVAR:  I think this issue does				false

		2146						LN		80		16		false		           16   warrant a break.  So, why don't we reconvene at 12 --				false

		2147						LN		80		17		false		           17   before we break, let me just make a comment.  I should				false

		2148						LN		80		18		false		           18   have thought to say something about this issue earlier.				false

		2149						LN		80		19		false		           19             We stream these proceedings as a courtesy.				false

		2150						LN		80		20		false		           20   You know, our official record is through the court				false

		2151						LN		80		21		false		           21   reporter.  We may be disadvantaging anyone who's relying				false

		2152						LN		80		22		false		           22   on the streaming when you're away from your microphone.				false

		2153						LN		80		23		false		           23             I don't know the extent to which that's an				false

		2154						LN		80		24		false		           24   issue for anyone, but I just wanted to make that point.				false

		2155						LN		80		25		false		           25             MR. DODGE:  Thank you.				false
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		2157						LN		81		1		false		            1             CHAIRMAN LAVAR:  And we'll be on break until				false

		2158						LN		81		2		false		            2   20 minutes until 11.  Thank you.				false

		2159						LN		81		3		false		            3             (Recess taken 10:28 a.m. to 10:41 a.m.)				false

		2160						LN		81		4		false		            4             CHAIRMAN LAVAR:  Okay.  We are back on the				false

		2161						LN		81		5		false		            5   record, and we will continue with Mr. Dodge.				false

		2162						LN		81		6		false		            6   BY MR. DODGE:				false

		2163						LN		81		7		false		            7        Q.   Thank you, Mr. Chairman.				false

		2164						LN		81		8		false		            8             Mr. Mendenhall, if you're not familiar with the				false

		2165						LN		81		9		false		            9   agency agreement, I won't ask you questions about it.				false

		2166						LN		81		10		false		           10        A.   Okay.				false

		2167						LN		81		11		false		           11        Q.   But let me ask you, do you not understand how				false

		2168						LN		81		12		false		           12   the parties are proposing that agent-level aggregation				false

		2169						LN		81		13		false		           13   would work?				false

		2170						LN		81		14		false		           14        A.   I'm not -- I guess -- I -- no, I'm not familiar				false

		2171						LN		81		15		false		           15   with exactly how it works.				false

		2172						LN		81		16		false		           16        Q.   Do you know that the utility knows when a				false

		2173						LN		81		17		false		           17   customer signs an agent to nominate on its behalf?				false

		2174						LN		81		18		false		           18        A.   I would not -- I would refer to				false

		2175						LN		81		19		false		           19   Mr. Schwarzenbach on that one, too.				false

		2176						LN		81		20		false		           20        Q.   If that were the case, if it's the case that				false

		2177						LN		81		21		false		           21   Questar knows when an agent has been designated to				false

		2178						LN		81		22		false		           22   nominate, would it not be a simple matter for the company				false

		2179						LN		81		23		false		           23   to aggregate all the customers of that agent, assess the				false

		2180						LN		81		24		false		           24   penalty based on the aggregated numbers, and then assign				false

		2181						LN		81		25		false		           25   penalties based upon either pro rata or how they are				false
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		2183						LN		82		1		false		            1   instructed by the agent?				false

		2184						LN		82		2		false		            2        A.   Once again, I'm not familiar enough with that				false

		2185						LN		82		3		false		            3   to answer.  I'd refer to Mr. Schwarzenbach.				false

		2186						LN		82		4		false		            4        Q.   Mr. Mendenhall, you propose that this charge				false

		2187						LN		82		5		false		            5   be adjusted each six months within the pass-through				false

		2188						LN		82		6		false		            6   filings; is that right?				false

		2189						LN		82		7		false		            7        A.   Correct.				false

		2190						LN		82		8		false		            8        Q.   Currently, transportation customers don't				false

		2191						LN		82		9		false		            9   participate in 191 pass-through filings typically because				false

		2192						LN		82		10		false		           10   they don't buy gas services.				false

		2193						LN		82		11		false		           11        A.   Correct.				false

		2194						LN		82		12		false		           12        Q.   Do you understand that?				false

		2195						LN		82		13		false		           13        A.   Yes.				false

		2196						LN		82		14		false		           14        Q.   So, you understand that would become burdensome				false

		2197						LN		82		15		false		           15   on those customers to have to now start participating in				false

		2198						LN		82		16		false		           16   those documents if they felt the need to analyze the				false

		2199						LN		82		17		false		           17   calculation of the imbalance penalty?				false

		2200						LN		82		18		false		           18        A.   Well, I think it's a good proposal because,				false

		2201						LN		82		19		false		           19   first of all, I would assume that some of these customers				false

		2202						LN		82		20		false		           20   would reduce their balances and by filing twice a year				false

		2203						LN		82		21		false		           21   would give them the opportunity to reduce that rate over				false

		2204						LN		82		22		false		           22   time.				false

		2205						LN		82		23		false		           23        Q.   But you do understand it would mean they would				false

		2206						LN		82		24		false		           24   now have to incur expenses not only in doing daily				false

		2207						LN		82		25		false		           25   balancing if there's no aggregation or in other words,				false
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		2209						LN		83		1		false		            1   hiring someone, using someone to try and stay within the				false

		2210						LN		83		2		false		            2   imbalance tolerances every day, but also then participate				false

		2211						LN		83		3		false		            3   in pass-through dockets if they care about how that rate				false

		2212						LN		83		4		false		            4   is calculated?				false

		2213						LN		83		5		false		            5        A.   If they care about how the rate is calculated,				false

		2214						LN		83		6		false		            6   they would need to participate, but I think it would				false

		2215						LN		83		7		false		            7   end up being a mechanical approach that would just be				false

		2216						LN		83		8		false		            8   calculated once every six months.				false

		2217						LN		83		9		false		            9             So, I guess I don't know why would really need				false

		2218						LN		83		10		false		           10   to be involved unless they really wanted to be.				false

		2219						LN		83		11		false		           11             MR. DODGE:  Okay.  I have no further questions.				false

		2220						LN		83		12		false		           12   Thank you.				false

		2221						LN		83		13		false		           13             CHAIRMAN LAVAR:  Mr. Cook?				false

		2222						LN		83		14		false		           14             MR. COOK:  I have no additional questions,				false

		2223						LN		83		15		false		           15   Your Honor.				false

		2224						LN		83		16		false		           16             CHAIRMAN LAVAR:  Mr. Williams?				false

		2225						LN		83		17		false		           17             MR. WILLIAMS:  No questions.				false

		2226						LN		83		18		false		           18             CHAIRMAN LAVAR:  Redirect?				false

		2227						LN		83		19		false		           19                     REDIRECT EXAMINATION				false

		2228						LN		83		20		false		           20   BY MS. CLARK:				false

		2229						LN		83		21		false		           21        Q.   Yes.  Thank you.				false

		2230						LN		83		22		false		           22             Mr. Mendenhall, some of what I want to do on				false

		2231						LN		83		23		false		           23   redirect is clarify.  Very, very early in your testimony				false

		2232						LN		83		24		false		           24   you used the terms "packing" and "drafting."  And I'd				false

		2233						LN		83		25		false		           25   like the record to clearly reflect what those terms mean.				false
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		2235						LN		84		1		false		            1             Can you define those for us?				false

		2236						LN		84		2		false		            2        A.   Sure.  So, packing would be when a customer				false

		2237						LN		84		3		false		            3   delivers too much gas onto the system.  Drafting would be				false

		2238						LN		84		4		false		            4   when they deliver not enough and so they are using gas				false

		2239						LN		84		5		false		            5   from the system.				false

		2240						LN		84		6		false		            6        Q.   Thank you.  Mr. Dodge asked you a number of				false

		2241						LN		84		7		false		            7   questions about the value of these services to TS				false

		2242						LN		84		8		false		            8   customers and whether they had requested the use of these				false

		2243						LN		84		9		false		            9   services or wanted to use them.				false

		2244						LN		84		10		false		           10             With that in my mind, what is the company's				false

		2245						LN		84		11		false		           11   option if TS customers in this hypothetical Mr. Dodge				false

		2246						LN		84		12		false		           12   created were able to say "no thank you," what would the				false

		2247						LN		84		13		false		           13   company's remedy be if a customer were out of balance?				false

		2248						LN		84		14		false		           14        A.   Well, first of all, this is hypothetical.				false

		2249						LN		84		15		false		           15   So, let me explain what really happens and then I'll				false

		2250						LN		84		16		false		           16   answer your question.				false

		2251						LN		84		17		false		           17             So, what really happens is, for purposes of				false

		2252						LN		84		18		false		           18   balancing, Questar Pipeline treats all the transportation				false

		2253						LN		84		19		false		           19   customers as if they are the first through the meter				false

		2254						LN		84		20		false		           20   at Questar Gas meaning they are always in balance.				false

		2255						LN		84		21		false		           21             So any imbalances that occur, in the case of				false

		2256						LN		84		22		false		           22   his example, the plus two or the plus one would				false

		2257						LN		84		23		false		           23   automatically go to the no-notice balancing upstream				false

		2258						LN		84		24		false		           24   transportation and storage accounts, and along with the				false

		2259						LN		84		25		false		           25   sales customers, those imbalances would be remedied using				false
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		2261						LN		85		1		false		            1   that.  So, really, we make the argument of, you know,				false

		2262						LN		85		2		false		            2   there's a five percent tolerance.				false

		2263						LN		85		3		false		            3             But if a five percent tolerance were allowed				false

		2264						LN		85		4		false		            4   in the calculation of this rate, what would end up				false

		2265						LN		85		5		false		            5   happening is Questar Pipeline would continue to do their				false

		2266						LN		85		6		false		            6   operational balancing and that first five percent would				false

		2267						LN		85		7		false		            7   be applied to no-notice transportation and storage and				false

		2268						LN		85		8		false		            8   that five percent would be paid for by sales customers.				false

		2269						LN		85		9		false		            9   The transportation customers would never have to pay for				false

		2270						LN		85		10		false		           10   it.  So that subsidy would continue.				false

		2271						LN		85		11		false		           11             To answer your question, what would happen				false

		2272						LN		85		12		false		           12   if they were left to their own devices.  Well, as I				false

		2273						LN		85		13		false		           13   mentioned earlier, you've got to balance the system.				false

		2274						LN		85		14		false		           14   So, you've got a couple options available to you.				false

		2275						LN		85		15		false		           15             One is to physically control the amount of gas				false

		2276						LN		85		16		false		           16   on the system.  The other is to come up with balancing				false

		2277						LN		85		17		false		           17   services on Questar Gas and charge them for that.				false

		2278						LN		85		18		false		           18             I don't think either one of those solutions				false

		2279						LN		85		19		false		           19   would be as good as what we're proposing here.  I think				false

		2280						LN		85		20		false		           20   the imbalancing services assessed on gas would be more				false

		2281						LN		85		21		false		           21   expensive and I think no one would want to be subject to,				false

		2282						LN		85		22		false		           22   you know, operational, physical gas control if their gas				false

		2283						LN		85		23		false		           23   didn't showup.  So.				false

		2284						LN		85		24		false		           24        Q.   And when you say operational physical gas,				false

		2285						LN		85		25		false		           25   you're talking about shutting them off; aren't you?				false
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		2287						LN		86		1		false		            1        A.   Yes.  Or making them go out and buy more, yes.				false

		2288						LN		86		2		false		            2        Q.   Okay.  Were you involved in -- well, strike				false

		2289						LN		86		3		false		            3   that.  You testified, didn't you, that some of these				false

		2290						LN		86		4		false		            4   customers have chosen in recent events not to shut off				false

		2291						LN		86		5		false		            5   even when directed to do so; did you not?				false

		2292						LN		86		6		false		            6        A.   That might have been Mr. Schwarzenbach.				false

		2293						LN		86		7		false		            7        Q.   Was that Schwarzenbach?				false

		2294						LN		86		8		false		            8        A.   That's my memory as well, yes.				false

		2295						LN		86		9		false		            9        Q.   Were you familiar with that circumstance?				false
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		2297						LN		86		11		false		           11        Q.   And what kinds of transportation customers				false

		2298						LN		86		12		false		           12   did you understand chose not to shut off?				false

		2299						LN		86		13		false		           13        A.   Yes.  Well, I'm --				false

		2300						LN		86		14		false		           14             MR. DODGE:  I'm going to object to this.				false

		2301						LN		86		15		false		           15   It's not within the scope of the cross.				false

		2302						LN		86		16		false		           16             MS. CLARK:  I believe it is within the scope				false

		2303						LN		86		17		false		           17   of the cross.  Mr. Dodge has ably made the argument that				false

		2304						LN		86		18		false		           18   transportation customers don't want or need these				false

		2305						LN		86		19		false		           19   services, and this goes to directly to --				false

		2306						LN		86		20		false		           20             Though, perhaps no one's written a letter				false

		2307						LN		86		21		false		           21   saying please give them to me, they absolutely use them.				false

		2308						LN		86		22		false		           22   And when directed to shut off, the evidence shows they've				false

		2309						LN		86		23		false		           23   chosen not to and been express in their refusal to do so.				false

		2310						LN		86		24		false		           24   And I'd like to explore that.				false

		2311						LN		86		25		false		           25             CHAIRMAN LAVAR:  I think I'll allow that				false
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		2314						LN		87		2		false		            2             MR. DODGE:  I would respectfully request the				false

		2315						LN		87		3		false		            3   ability to re-cross, then, on this issue.				false

		2316						LN		87		4		false		            4             CHAIRMAN LAVAR:  Absolutely.				false

		2317						LN		87		5		false		            5             MR. DODGE:  Can I do that?				false

		2318						LN		87		6		false		            6             CHAIRMAN LAVAR:  Yes.				false
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		2320						LN		87		8		false		            8   it mostly would be hotels, schools, grocery stores,				false
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		2322						LN		87		10		false		           10   heat.  And obviously if you're a business that has the				false

		2323						LN		87		11		false		           11   public in your business and it's cold outside, you're not				false

		2324						LN		87		12		false		           12   going to be able to just shut down and turn off the gas.				false
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		2326						LN		87		14		false		           14        Q.   Thank you.  If you will indulge me for just a				false

		2327						LN		87		15		false		           15   moment.  Mr. Dodge asked you some questions about the				false

		2328						LN		87		16		false		           16   tariff section that the Division -- that was reflected				false

		2329						LN		87		17		false		           17   in Division Cross Exhibit-1.  I'd like to turn your				false

		2330						LN		87		18		false		           18   attention there briefly.  And I believe there was				false

		2331						LN		87		19		false		           19   discussion about what services were included, whether				false

		2332						LN		87		20		false		           20   it was just transportation service.				false

		2333						LN		87		21		false		           21             What I'd like you to do is reiterate the				false

		2334						LN		87		22		false		           22   services that are included in your charge and then I				false

		2335						LN		87		23		false		           23   want to ask a couple of questions about those.				false

		2336						LN		87		24		false		           24        A.   Okay.  So, it would be the upstream				false
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		2342						LN		88		4		false		            4        A.   Well, it's no-notice transportation, but you				false

		2343						LN		88		5		false		            5   need the underlying transportation contract for no notice				false

		2344						LN		88		6		false		            6   to work.  It can't work on its own.				false

		2345						LN		88		7		false		            7        Q.   Is the same true for storage costs?				false

		2346						LN		88		8		false		            8        A.   Well, storage costs probably could work without				false

		2347						LN		88		9		false		            9   no notice or -- but yeah.  No notice needs a				false

		2348						LN		88		10		false		           10   transportation contract.  It doesn't necessarily need				false
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		2351						LN		88		13		false		           13   moment, I'd like to go to the other demonstrative chart				false

		2352						LN		88		14		false		           14   over there.  We talked at length about the differences				false

		2353						LN		88		15		false		           15   between some of the intervenors' proposals and the				false

		2354						LN		88		16		false		           16   company's proposal.  And I want to focus your attention				false

		2355						LN		88		17		false		           17   for a moment on what has got the parenthetical number two				false
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		2359						LN		88		21		false		           21   imbalance.  I want you to clarify what that means when				false

		2360						LN		88		22		false		           22   you say your net in customers, what do you mean?				false
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		2362						LN		88		24		false		           24   period all of the transportation customer balances and				false
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		2370						LN		89		6		false		            6        Q.   So, let me give you a hypothetical as well.				false

		2371						LN		89		7		false		            7   If customer one was packing or over delivering ten				false

		2372						LN		89		8		false		            8   dekatherms and transportation customer number two were				false

		2373						LN		89		9		false		            9   under delivering by ten dekatherms, those out-of-balance				false

		2374						LN		89		10		false		           10   dekatherms would be netted in this step --				false

		2375						LN		89		11		false		           11        A.   Yes.				false

		2376						LN		89		12		false		           12        Q.   -- and their dekatherm charge would not be				false

		2377						LN		89		13		false		           13   included in your numerator; is that correct?				false

		2378						LN		89		14		false		           14        A.   That is correct.				false

		2379						LN		89		15		false		           15        Q.   Okay.  Can you explain why you wouldn't net				false

		2380						LN		89		16		false		           16   both the numerator and the denominator as the UAE has				false

		2381						LN		89		17		false		           17   suggested?				false

		2382						LN		89		18		false		           18        A.   Why I wouldn't put -- do a five percent --				false

		2383						LN		89		19		false		           19   Oh.  You're talking about netting the rate?				false

		2384						LN		89		20		false		           20        Q.   Netting the customers also in the denominator.				false

		2385						LN		89		21		false		           21   I'm trying to remember which of those steps in the chart				false

		2386						LN		89		22		false		           22   it was.				false

		2387						LN		89		23		false		           23        A.   Yeah.  Well, so, the reason -- well, you could.				false

		2388						LN		89		24		false		           24   The reason why I chose to assess it at the customer level				false

		2389						LN		89		25		false		           25   was, one, it would give the customer a price signal.				false

		2390						PG		90		0		false		page 90				false

		2391						LN		90		1		false		            1             Also, by dividing it by the total -- the				false

		2392						LN		90		2		false		            2   individual transportation customer imbalance, you				false

		2393						LN		90		3		false		            3   actually get a bigger denominator and your rate's				false

		2394						LN		90		4		false		            4   actually lower.				false

		2395						LN		90		5		false		            5             MS. CLARK:  Okay.  I don't have any other				false

		2396						LN		90		6		false		            6   questions.				false

		2397						LN		90		7		false		            7             CHAIRMAN LAVAR:  Mr. Olsen, any cross?				false

		2398						LN		90		8		false		            8             MR. OLSEN:  No cross.				false

		2399						LN		90		9		false		            9             CHAIRMAN LAVAR:  Ms. Schmid?				false

		2400						LN		90		10		false		           10             MS. SCHMID:  None.				false

		2401						LN		90		11		false		           11             CHAIRMAN LAVAR:  Mr. Dodge?				false

		2402						LN		90		12		false		           12                     RECROSS-EXAMINATION				false

		2403						LN		90		13		false		           13   BY MR. DODGE:				false

		2404						LN		90		14		false		           14        Q.   Just very briefly.  The issue you addressed,				false

		2405						LN		90		15		false		           15   hotels, schools, grocery stores and others not shutting				false

		2406						LN		90		16		false		           16   off when told to, that was addressed in the stipulation				false

		2407						LN		90		17		false		           17   in the last docket; was it not?  A customer that fails				false

		2408						LN		90		18		false		           18   to interrupt when instructed to?				false

		2409						LN		90		19		false		           19        A.   Remind me which docket that was.				false

		2410						LN		90		20		false		           20        Q.   I don't remember the name, the number.  The one				false

		2411						LN		90		21		false		           21   that you filed last year asking --				false

		2412						LN		90		22		false		           22        A.   Oh, the general rate case or the --				false

		2413						LN		90		23		false		           23        Q.   No.				false

		2414						LN		90		24		false		           24        A.   The pooling?				false

		2415						LN		90		25		false		           25        Q.   The pooling filed.  In other words, through				false

		2416						PG		91		0		false		page 91				false

		2417						LN		91		1		false		            1   that docket and prior to the general rate case, the				false

		2418						LN		91		2		false		            2   tariff provides pretty stiff penalties if a customer				false

		2419						LN		91		3		false		            3   fails to interrupt when instructed including being kicked				false

		2420						LN		91		4		false		            4   off the transportation tariff; is that not correct?				false

		2421						LN		91		5		false		            5        A.   If they're interruptible.				false

		2422						LN		91		6		false		            6        Q.   Yes.  For an interruptible customer.				false

		2423						LN		91		7		false		            7        A.   Correct.  But I think most of those customers				false

		2424						LN		91		8		false		            8   are firm.				false

		2425						LN		91		9		false		            9        Q.   The schools and the like?				false

		2426						LN		91		10		false		           10        A.   Yes.				false

		2427						LN		91		11		false		           11        Q.   So, have you ever considered maybe tailoring				false

		2428						LN		91		12		false		           12   the service to those who say we want to burn regardless				false

		2429						LN		91		13		false		           13   and those who say, we're big boys and we can handle our				false

		2430						LN		91		14		false		           14   own imbalances?				false

		2431						LN		91		15		false		           15        A.   No, I haven't.				false

		2432						LN		91		16		false		           16             MR. DODGE:  No further questions.				false

		2433						LN		91		17		false		           17             CHAIRMAN LAVAR:  Mr. Cook?				false

		2434						LN		91		18		false		           18             MR. COOK:  No.				false

		2435						LN		91		19		false		           19             CHAIRMAN LAVAR:  Mr. Williams?				false

		2436						LN		91		20		false		           20             MR. WILLIAMS:  No.				false

		2437						LN		91		21		false		           21             CHAIRMAN LAVAR:  Okay.  Thank you,				false

		2438						LN		91		22		false		           22   Mr. Mendenhall.				false

		2439						LN		91		23		false		           23             (Brief break)				false

		2440						LN		91		24		false		           24             CHAIRMAN LAVAR:  Oh, I'm sorry.  Questions from				false

		2441						LN		91		25		false		           25   the commissioners.  Stay on the stand for a moment				false

		2442						PG		92		0		false		page 92				false

		2443						LN		92		1		false		            1   longer.  I'm sorry.  It's important.  Yes.				false

		2444						LN		92		2		false		            2             Commissioner White?  Sorry.				false

		2445						LN		92		3		false		            3                         EXAMINATION				false

		2446						LN		92		4		false		            4   BY COMMISSIONER WHITE:				false

		2447						LN		92		5		false		            5        Q.   Thanks.  Just a couple.  A clarifying question.				false

		2448						LN		92		6		false		            6   One, this is probably self-evident to the folks who do				false

		2449						LN		92		7		false		            7   this every day and this may be a question for				false

		2450						LN		92		8		false		            8   Mr. Schwarzenbach, but with respect to the tolerance				false

		2451						LN		92		9		false		            9   determination, I understand there's different cycles of				false

		2452						LN		92		10		false		           10   nomination.  Would it be applied to one of the four?				false

		2453						LN		92		11		false		           11             Is it a final daily cycle nomination?				false

		2454						LN		92		12		false		           12        A.   It would be for the full day.				false

		2455						LN		92		13		false		           13        Q.   The full day.  So you just --				false

		2456						LN		92		14		false		           14        A.   Well, when you're talking about five percent,				false

		2457						LN		92		15		false		           15   are you talking about the commodity imbalance that				false

		2458						LN		92		16		false		           16   Mr. Dodge was talking about or the daily charge I'm				false

		2459						LN		92		17		false		           17   talking about?				false

		2460						LN		92		18		false		           18        Q.   Yeah, the daily charge.				false

		2461						LN		92		19		false		           19        A.   Yeah.  It would be daily.				false

		2462						LN		92		20		false		           20        Q.   Okay.  So --				false

		2463						LN		92		21		false		           21        A.   For the whole -- for the entire day, we would				false

		2464						LN		92		22		false		           22   look at how much they use versus how much they nominated,				false

		2465						LN		92		23		false		           23   give them five percent tolerance and then whatever is				false

		2466						LN		92		24		false		           24   outside of that, that's what they get assessed and				false

		2467						LN		92		25		false		           25   charged on.				false

		2468						PG		93		0		false		page 93				false

		2469						LN		93		1		false		            1        Q.   Okay.  Thank you.  The second question is,				false

		2470						LN		93		2		false		            2   I've heard reference in various testimony and live				false

		2471						LN		93		3		false		            3   testimony with respect to customers versus contracts.				false

		2472						LN		93		4		false		            4             Is there a distinction between the two or,				false

		2473						LN		93		5		false		            5   I mean, actually there's 300 customers.				false

		2474						LN		93		6		false		            6             Are those contracts?				false

		2475						LN		93		7		false		            7        A.   Each customer would have a contract and then				false

		2476						LN		93		8		false		            8   some customers, to confuse things even more, would have				false

		2477						LN		93		9		false		            9   an agent that they would, you know, have do their				false

		2478						LN		93		10		false		           10   nominations for them.				false

		2479						LN		93		11		false		           11             But for Questar Gas purposes, every individual				false

		2480						LN		93		12		false		           12   customer has a contract.  So, you could probably use				false

		2481						LN		93		13		false		           13   those terms interchangeably.  Mr. Schwarzenbach may				false

		2482						LN		93		14		false		           14   correct me on that when he gets up here, but as far as				false

		2483						LN		93		15		false		           15   I know, that's how far it works.				false

		2484						LN		93		16		false		           16        Q.   And so, the proposed charge would potentially				false

		2485						LN		93		17		false		           17   be applied per contract?				false

		2486						LN		93		18		false		           18        A.   Yes, or for per customer, right.  Yeah.				false

		2487						LN		93		19		false		           19   Exactly.				false

		2488						LN		93		20		false		           20             COMMISSIONER WHITE:  Thank you.  I have nothing				false

		2489						LN		93		21		false		           21   else.				false

		2490						LN		93		22		false		           22             CHAIRMAN LAVAR:  Commissioner Clark?				false

		2491						LN		93		23		false		           23                         EXAMINATION				false

		2492						LN		93		24		false		           24   BY COMMISSIONER CLARK:				false

		2493						LN		93		25		false		           25        Q.   Thank you.  Mr. Mendenhall, just a question				false

		2494						PG		94		0		false		page 94				false

		2495						LN		94		1		false		            1   or two about metering.  And again, if these are more				false

		2496						LN		94		2		false		            2   appropriate for Mr. Schwarzenbach, just let me know.				false

		2497						LN		94		3		false		            3        A.   Sure.				false

		2498						LN		94		4		false		            4        Q.   What types of data does a transportation				false

		2499						LN		94		5		false		            5   customer obtain from its on-site meter?				false

		2500						LN		94		6		false		            6        A.   So, a customer receives once a day through a				false

		2501						LN		94		7		false		            7   program called Pipe Viewer.  And I believe it's an online				false

		2502						LN		94		8		false		            8   program.  Once again, Mr. Schwarzenbach's more familiar				false

		2503						LN		94		9		false		            9   with it.  But every --				false

		2504						LN		94		10		false		           10             So, between eight and ten a.m. every day,				false

		2505						LN		94		11		false		           11   they receive their usage for the prior day.  So, gas days				false

		2506						LN		94		12		false		           12   are on a eight a.m. to eight a.m. cycle, and so they				false

		2507						LN		94		13		false		           13   would receive the usage on an hourly basis for that				false

		2508						LN		94		14		false		           14   prior day between eight and ten a.m. every day.				false

		2509						LN		94		15		false		           15        Q.   And realtime, speaking of the meter, if a				false

		2510						LN		94		16		false		           16   customer wanted to observe the meter and try to base				false

		2511						LN		94		17		false		           17   nominations on that information, would that --				false

		2512						LN		94		18		false		           18             What information do they lack, if any,				false

		2513						LN		94		19		false		           19   from what the meter will tell them?				false

		2514						LN		94		20		false		           20        A.   So, the only data they would lack I guess,				false

		2515						LN		94		21		false		           21   they have to get their -- I'm going to give you high				false

		2516						LN		94		22		false		           22   level, and then if anyone -- you want to ask any detailed				false

		2517						LN		94		23		false		           23   questions.  They have to make their nominations at a				false

		2518						LN		94		24		false		           24   certain time of the day for the next day.				false

		2519						LN		94		25		false		           25             And so, to the extent that, you know, there's				false

		2520						PG		95		0		false		page 95				false

		2521						LN		95		1		false		            1   a gap between when they receive that daily data and when				false

		2522						LN		95		2		false		            2   they're making their nomination, that's where the				false

		2523						LN		95		3		false		            3   realtime data would fill that gap, you know.				false

		2524						LN		95		4		false		            4             So, it might be a few hours.  It might be				false

		2525						LN		95		5		false		            5   depending on when they are making their nomination --				false

		2526						LN		95		6		false		            6   and I'm not an expert, but that's really what the				false

		2527						LN		95		7		false		            7   realtime data would do.				false

		2528						LN		95		8		false		            8             So, what it does, basically, is you got two				false

		2529						LN		95		9		false		            9   options.  You can go out and look at your meter or if you				false

		2530						LN		95		10		false		           10   want to be a little more sophisticated and pay the money,				false

		2531						LN		95		11		false		           11   you put two wires, it's called pulse data, onto your				false

		2532						LN		95		12		false		           12   meter and those wires run into your building and,				false

		2533						LN		95		13		false		           13   basically, every time a dekatherm clicks, it, you know,				false

		2534						LN		95		14		false		           14   monitors that.				false

		2535						LN		95		15		false		           15             And so, you could look at it at any time of the				false

		2536						LN		95		16		false		           16   day and see, okay, from eight a.m. to ten a.m., I've used				false

		2537						LN		95		17		false		           17   this much gas or, you know, I've used this much gas in				false

		2538						LN		95		18		false		           18   the last hour.  So, it gives you really between twelve				false

		2539						LN		95		19		false		           19   and 24 hours of more realtime data than what the				false

		2540						LN		95		20		false		           20   customers are currently getting.				false

		2541						LN		95		21		false		           21        Q.   Is there any other information that needs to be				false

		2542						LN		95		22		false		           22   applied later to adjust that physical measure of a				false

		2543						LN		95		23		false		           23   dekatherm?  Heat content or --				false

		2544						LN		95		24		false		           24        A.   Probably.  And I'm not sure.  I will defer to				false

		2545						LN		95		25		false		           25   Mr. Schwarzenbach on what exactly that Pipe Viewer data				false

		2546						PG		96		0		false		page 96				false

		2547						LN		96		1		false		            1   gives them.  But, yeah, the meter would probably just				false

		2548						LN		96		2		false		            2   give them the cubic feet.				false

		2549						LN		96		3		false		            3             COMMISSIONER CLARK:  I'll reserve the rest of				false

		2550						LN		96		4		false		            4   this for Mr. Schwarzenbach.  Thank you very much.				false

		2551						LN		96		5		false		            5             THE WITNESS:  Yeah.				false

		2552						LN		96		6		false		            6             COMMISSIONER CLARK:  That's all I have.				false

		2553						LN		96		7		false		            7                         EXAMINATION				false

		2554						LN		96		8		false		            8   BY CHAIRMAN LAVAR:				false

		2555						LN		96		9		false		            9        Q.   I just have one more, Mr. Mendenhall.				false

		2556						LN		96		10		false		           10             If you have read Mr. Mierzwa's surrebuttal				false

		2557						LN		96		11		false		           11   where he suggests a one dekatherm per day minimum				false

		2558						LN		96		12		false		           12   tolerance for customers using less than ten per day.				false

		2559						LN		96		13		false		           13        A.   Yes.				false

		2560						LN		96		14		false		           14        Q.   If you read that, do you have a position				false

		2561						LN		96		15		false		           15   on that suggestion?				false

		2562						LN		96		16		false		           16        A.   I don't -- I don't think we could do it.				false

		2563						LN		96		17		false		           17   I will tell you the way the billing system works,				false

		2564						LN		96		18		false		           18   it rounds to as many decibels up to six as we want.				false

		2565						LN		96		19		false		           19             So, in my personal opinion, a customer using				false

		2566						LN		96		20		false		           20   ten dekatherms, you know, could be rounded to a half a				false

		2567						LN		96		21		false		           21   dekatherm in tolerance imbalance, but if, you know,				false

		2568						LN		96		22		false		           22   the Commission is more comfortable with giving a				false

		2569						LN		96		23		false		           23   one-dekatherm floor, if you will, to all the customers,				false

		2570						LN		96		24		false		           24   I think the Company would be fine with that and could				false

		2571						LN		96		25		false		           25   do that in the billing system.  So.				false

		2572						PG		97		0		false		page 97				false

		2573						LN		97		1		false		            1             CHAIRMAN LAVAR:  Thank you.  That's all I have.				false

		2574						LN		97		2		false		            2             THE WITNESS:  Okay.				false

		2575						LN		97		3		false		            3             CHAIRMAN LAVAR:  Thank you, Mr. Mendenhall.				false

		2576						LN		97		4		false		            4             MR. OLSEN:  Commissioner, I guess I'm just				false

		2577						LN		97		5		false		            5   puzzled.  I'm sorry.  It's not Mr. Mendenhall.  It has				false

		2578						LN		97		6		false		            6   to do with the two what became charts that were created.				false

		2579						LN		97		7		false		            7             Is there a way that those are going to be				false

		2580						LN		97		8		false		            8   in the record?  I mean, can we photograph them?				false

		2581						LN		97		9		false		            9             CHAIRMAN LAVAR:  Well, we have not at this time				false

		2582						LN		97		10		false		           10   had a motion to admit them into the record.  If someone				false

		2583						LN		97		11		false		           11   moved to admit them we would have to figure out the right				false

		2584						LN		97		12		false		           12   way to do that, but at this point I don't think we have				false

		2585						LN		97		13		false		           13   a motion to that effect in front of us.				false

		2586						LN		97		14		false		           14             MR. DODGE:  Mr. Chairman, I might indicate,				false

		2587						LN		97		15		false		           15   I believe they're for illustrative purposes only.				false

		2588						LN		97		16		false		           16   I don't think they need to be or should be in the record.				false

		2589						LN		97		17		false		           17   Everything on the charts is in the record.				false

		2590						LN		97		18		false		           18             So, it's for the Commission's convenience.				false

		2591						LN		97		19		false		           19   And if the Commission would view it convenient, I would				false

		2592						LN		97		20		false		           20   move that it be admitted not into the record but for the				false

		2593						LN		97		21		false		           21   Commission's use for illustrative purposes only.				false

		2594						LN		97		22		false		           22             CHAIRMAN LAVAR:  I'm trying to figure out if				false

		2595						LN		97		23		false		           23   you just made a motion.				false

		2596						LN		97		24		false		           24             MR. DODGE:  Yes.				false

		2597						LN		97		25		false		           25             CHAIRMAN LAVAR:  Yes.  I was trying to figure				false

		2598						PG		98		0		false		page 98				false

		2599						LN		98		1		false		            1   out if you just made a motion.  If you did, could you				false

		2600						LN		98		2		false		            2   restate your motion?				false

		2601						LN		98		3		false		            3             MR. DODGE:  Yes.  That the Commission can				false

		2602						LN		98		4		false		            4   utilize those.  It's like sending an illustrative exhibit				false

		2603						LN		98		5		false		            5   back to the jury.  It's not part of the record but it				false

		2604						LN		98		6		false		            6   illustrates a witness's testimony, and so it can be used				false

		2605						LN		98		7		false		            7   to help people understand what the record says.				false

		2606						LN		98		8		false		            8             So, it's not to be part of the record but it				false

		2607						LN		98		9		false		            9   could be used by the Commission for illustrative purposes				false

		2608						LN		98		10		false		           10   if it's useful.				false

		2609						LN		98		11		false		           11             CHAIRMAN LAVAR:  Okay.  And then maybe before				false

		2610						LN		98		12		false		           12   I get other parties to expand on that motion, I think				false

		2611						LN		98		13		false		           13   if that motion were granted in practice, the Commission				false

		2612						LN		98		14		false		           14   would just take an image of those and put them on the				false

		2613						LN		98		15		false		           15   web site docket even if they weren't admitted because we				false

		2614						LN		98		16		false		           16   have lots of things, we still put them on the docket --				false

		2615						LN		98		17		false		           17             MR. DODGE:  Just don't say I drew it because				false

		2616						LN		98		18		false		           18   they're really awful.				false

		2617						LN		98		19		false		           19             CHAIRMAN LAVAR:  Just what?				false

		2618						LN		98		20		false		           20             MR. DODGE:  Don't say that I drew it because				false

		2619						LN		98		21		false		           21   they really look bad.				false

		2620						LN		98		22		false		           22             CHAIRMAN LAVAR:  So, with that clarification,				false

		2621						LN		98		23		false		           23   are there any comments on the motion?				false

		2622						LN		98		24		false		           24             MS. CLARK:  Just clarifying.  We're only				false

		2623						LN		98		25		false		           25   talking about these two charts; is that correct?				false

		2624						PG		99		0		false		page 99				false

		2625						LN		99		1		false		            1             MR. DODGE:  Correct.				false

		2626						LN		99		2		false		            2             CHAIRMAN LAVAR:  That's my understanding.				false

		2627						LN		99		3		false		            3             MS. CLARK:  No.  We have no objection.				false

		2628						LN		99		4		false		            4             MS. SCHMID:  The Division has no objection.				false

		2629						LN		99		5		false		            5             MR. OLSEN:  No objection.				false

		2630						LN		99		6		false		            6             CHAIRMAN LAVAR:  Okay.  Mr. Cook?				false

		2631						LN		99		7		false		            7             Mr. Williams?				false

		2632						LN		99		8		false		            8             MR. WILLIAMS:  No.				false

		2633						LN		99		9		false		            9             MR. COOK:  No.				false

		2634						LN		99		10		false		           10             CHAIRMAN LAVAR:  Okay.  So, the Commission will				false

		2635						LN		99		11		false		           11   take possession of the charts and will place an image				false

		2636						LN		99		12		false		           12   of them on the docket.  They're not evidence in this				false

		2637						LN		99		13		false		           13   proceeding at this point unless someone else moves to				false

		2638						LN		99		14		false		           14   do so.  Ms. Clark?				false

		2639						LN		99		15		false		           15             MS. CLARK:  The Company would call				false

		2640						LN		99		16		false		           16   William Schwarzenbach.				false

		2641						LN		99		17		false		           17             CHAIRMAN LAVAR:  Mr. Schwarzenbach, do you				false

		2642						LN		99		18		false		           18   swear to tell the truth?				false

		2643						LN		99		19		false		           19             THE WITNESS:  Yes.				false

		2644						LN		99		20		false		           20             CHAIRMAN LAVAR:  Thank you.				false

		2645						LN		99		21		false		           21                    WILLIAM SCHWARZENBACH,				false

		2646						LN		99		22		false		           22               having first been duly sworn, was				false

		2647						LN		99		23		false		           23               examined and testified as follows:				false

		2648						LN		99		24		false		           24                      DIRECT EXAMINATION				false

		2649						LN		99		25		false		           25   BY MS. CLARK:				false

		2650						PG		100		0		false		page 100				false

		2651						LN		100		1		false		            1        Q.   Would you please state your name and business				false

		2652						LN		100		2		false		            2   address and position with the company for the record?				false

		2653						LN		100		3		false		            3        A.   William Frederick Schwarzenback, III.				false

		2654						LN		100		4		false		            4   My business address is 333 State Street, Salt Lake City,				false

		2655						LN		100		5		false		            5   Utah.  And my role is director of gas supply at				false

		2656						LN		100		6		false		            6   Questar Gas.				false

		2657						LN		100		7		false		            7        Q.   I would like to direct your attention to the				false

		2658						LN		100		8		false		            8   testimony you prefiled in this matter, Questar Gas				false

		2659						LN		100		9		false		            9   Company Exhibit 2.0R, the rebuttal testimony of William				false

		2660						LN		100		10		false		           10   F. Schwarzenback with attached Exhibits 2.1R through 2.3R				false

		2661						LN		100		11		false		           11   filed on July 31st, 2015 and Questar Gas Company's				false

		2662						LN		100		12		false		           12   Exhibits 2.0SR, the surrebuttal testimony of William				false

		2663						LN		100		13		false		           13   Schwarzenbach submitted in this docket on August 14th,				false

		2664						LN		100		14		false		           14   2014.  Are you familiar with those?				false

		2665						LN		100		15		false		           15        A.   Yes.				false

		2666						LN		100		16		false		           16        Q.   And were they prepared by you or under your				false

		2667						LN		100		17		false		           17   direction?				false

		2668						LN		100		18		false		           18        A.   Yes, they were.				false

		2669						LN		100		19		false		           19             MS. CLARK:  The company would move for the				false

		2670						LN		100		20		false		           20   admission of both pieces of testimony and their				false

		2671						LN		100		21		false		           21   attachments.				false

		2672						LN		100		22		false		           22             CHAIRMAN LAVAR:  Does any party have any				false

		2673						LN		100		23		false		           23   objection to the admission of the rebuttal and				false

		2674						LN		100		24		false		           24   surrebuttal testimony of Mr. Schwarzenbach with the				false

		2675						LN		100		25		false		           25   attachments?				false

		2676						PG		101		0		false		page 101				false

		2677						LN		101		1		false		            1             MR. OLSEN:  No.				false

		2678						LN		101		2		false		            2             MS. SCHMID:  No.				false

		2679						LN		101		3		false		            3             CHAIRMAN LAVAR:  They will be admitted.				false

		2680						LN		101		4		false		            4   Thank you.				false

		2681						LN		101		5		false		            5             (QGC Exhibit 2.0R and QGC Exhibit 2.0SR				false

		2682						LN		101		6		false		            6   marked and admitted)				false

		2683						LN		101		7		false		            7   BY MS. CLARK:				false

		2684						LN		101		8		false		            8        Q.   Thank you.  Mr. Schwarzenbach, can you please				false

		2685						LN		101		9		false		            9   summarize the testimony you've offered in this matter?				false

		2686						LN		101		10		false		           10        A.   Yes.  The focus of my testimony is to explain				false

		2687						LN		101		11		false		           11   the operational concerns that arise when transportation				false

		2688						LN		101		12		false		           12   customers' nominations do not match their usage.				false

		2689						LN		101		13		false		           13             Each of the last two years, Questar Gas has				false

		2690						LN		101		14		false		           14   experienced operational issues that led to customer				false

		2691						LN		101		15		false		           15   curtailments.  These occurred on December 5th, 2013				false

		2692						LN		101		16		false		           16   and December 31st, 2014.				false

		2693						LN		101		17		false		           17             When curtailments do occur, Questar Gas must				false

		2694						LN		101		18		false		           18   know how much gas each customer has brought to the system				false

		2695						LN		101		19		false		           19   in order to restrict their usage to their confirmed				false

		2696						LN		101		20		false		           20   nomination.				false

		2697						LN		101		21		false		           21             Evidence shows on most days nominations are not				false

		2698						LN		101		22		false		           22   done accurately at the customer level.  Customers that				false

		2699						LN		101		23		false		           23   use more than their confirmed nomination will be using				false

		2700						LN		101		24		false		           24   supplies obtained for Questar Gas's sales customers.				false

		2701						LN		101		25		false		           25             During these recent events, some customers have				false

		2702						PG		102		0		false		page 102				false

		2703						LN		102		1		false		            1   ignored requests to curtail usage.  With the growth				false

		2704						LN		102		2		false		            2   in the number of transportation customers, if this				false

		2705						LN		102		3		false		            3   continues, it could result in the need for Questar Gas				false

		2706						LN		102		4		false		            4   to curtail firm sales customers.  This could also result				false

		2707						LN		102		5		false		            5   in large penalties for transportation customers.				false

		2708						LN		102		6		false		            6             In order for Questar Gas to effectively manage				false

		2709						LN		102		7		false		            7   these unpredictable events, it is important that				false

		2710						LN		102		8		false		            8   customers' nominations match their expected usage each				false

		2711						LN		102		9		false		            9   day.  On a daily basis the fluctuations in transportation				false

		2712						LN		102		10		false		           10   customers' imbalances also impact Questar Gas's ability				false

		2713						LN		102		11		false		           11   to manage their own storage plans.				false

		2714						LN		102		12		false		           12             In the long term, this could impact the				false

		2715						LN		102		13		false		           13   management of cost-of-service production.  While these				false

		2716						LN		102		14		false		           14   costs are not included in the transportations imbalance				false

		2717						LN		102		15		false		           15   charge proposed in this docket, the charge will serve				false

		2718						LN		102		16		false		           16   as an incentive for customers to make accurate				false

		2719						LN		102		17		false		           17   nominations on a daily basis, therefore reducing the				false

		2720						LN		102		18		false		           18   imbalances and the impact on our storage management.				false

		2721						LN		102		19		false		           19             The intervenors have presented objections				false

		2722						LN		102		20		false		           20   to the Questar Gas proposal including stating that the				false

		2723						LN		102		21		false		           21   requirement for accurate daily nominations is unduly				false

		2724						LN		102		22		false		           22   burdensome, that the current balancing restrictions or				false

		2725						LN		102		23		false		           23   OFOs are an effective way to incent accurate nominations				false

		2726						LN		102		24		false		           24   by customers on a daily basis, and that Questar Gas can				false

		2727						LN		102		25		false		           25   use line pack to manage the transportation customers'				false

		2728						PG		103		0		false		page 103				false

		2729						LN		103		1		false		            1   imbalances.				false

		2730						LN		103		2		false		            2             The intervenors have argued that requiring				false

		2731						LN		103		3		false		            3   nominations to be done accurately at the customer level				false

		2732						LN		103		4		false		            4   is unduly burdensome.  I do not agree with this.  It is				false

		2733						LN		103		5		false		            5   and has been the responsibility of every transportation				false

		2734						LN		103		6		false		            6   customer to make an accurate nomination every day.				false

		2735						LN		103		7		false		            7             The tariff itself already states the Company				false

		2736						LN		103		8		false		            8   will allow plus or minus five percent of a customer's				false

		2737						LN		103		9		false		            9   volumes delivered from upstream pipelines as a daily				false

		2738						LN		103		10		false		           10   imbalance tolerance window.				false

		2739						LN		103		11		false		           11             However, the tariff does not currently provide				false

		2740						LN		103		12		false		           12   an effective enforcement mechanism for this five percent				false

		2741						LN		103		13		false		           13   tolerance.				false

		2742						LN		103		14		false		           14             The system for nominations is set up with				false

		2743						LN		103		15		false		           15   multiple cycles each day to facilitate the changes				false

		2744						LN		103		16		false		           16   necessary to meet these requirements.				false

		2745						LN		103		17		false		           17             However, most customers do not utilize these				false

		2746						LN		103		18		false		           18   opportunities to manage their nominations.  Instead, some				false

		2747						LN		103		19		false		           19   agents sidestep their responsibilities at the expense				false

		2748						LN		103		20		false		           20   of Questar Gas's sales customers.				false

		2749						LN		103		21		false		           21             In fact, in total, transportation customers				false

		2750						LN		103		22		false		           22   are outside of the five percent tolerance window over				false

		2751						LN		103		23		false		           23   80 percent of the time during the test period used in				false

		2752						LN		103		24		false		           24   this docket.  The Division of Public Utilities proposed				false

		2753						LN		103		25		false		           25   a flat or socialized rate to cover the costs of the				false

		2754						PG		104		0		false		page 104				false

		2755						LN		104		1		false		            1   services used to manage transportation customers'				false

		2756						LN		104		2		false		            2   imbalances.  They along with some of the intervenors have				false

		2757						LN		104		3		false		            3   also recommended that Questar Gas utilize the existing				false

		2758						LN		104		4		false		            4   balancing restrictions as a means to incent a change in				false

		2759						LN		104		5		false		            5   nominations behavior.  I do not feel the existing				false

		2760						LN		104		6		false		            6   language provides adequate incentive.				false

		2761						LN		104		7		false		            7             The existing restriction language provides for				false

		2762						LN		104		8		false		            8   aggregation and trading of daily imbalances by the				false

		2763						LN		104		9		false		            9   agents.  Historically, agents have taken advantage of				false

		2764						LN		104		10		false		           10   this ability by only adjusting nominations to a few of				false

		2765						LN		104		11		false		           11   their customers to attempt to bring their aggregate				false

		2766						LN		104		12		false		           12   nomination in balance with their overall usage.				false

		2767						LN		104		13		false		           13             This again does not provide the accuracy				false

		2768						LN		104		14		false		           14   desired at the customer level.  I have proposed				false

		2769						LN		104		15		false		           15   additional tariff language that would address this issue				false

		2770						LN		104		16		false		           16   if a flat or socialized rate were to be implemented.				false

		2771						LN		104		17		false		           17             And lastly, based on my experience as the lead				false

		2772						LN		104		18		false		           18   engineer in charge of system planning for Questar Gas and				false

		2773						LN		104		19		false		           19   my experience as the director of gas supply, I have seen				false

		2774						LN		104		20		false		           20   that Questar Gas does not have sufficient line pack to				false

		2775						LN		104		21		false		           21   manage the transportation customers' imbalances on a				false

		2776						LN		104		22		false		           22   daily basis.  Due to the relatively small size and lower				false

		2777						LN		104		23		false		           23   operating pressures of the pipes in the distribution				false

		2778						LN		104		24		false		           24   system, any customer usage directly impacts the supplies				false

		2779						LN		104		25		false		           25   coming from the upstream pipeline within hours.				false

		2780						PG		105		0		false		page 105				false

		2781						LN		105		1		false		            1             This concludes my summary.				false

		2782						LN		105		2		false		            2             MS. CLARK:  Mr. Schwarzenbach is available for				false

		2783						LN		105		3		false		            3   cross-examination.				false

		2784						LN		105		4		false		            4             CHAIRMAN LAVAR:  Thank you.  Mr. Olsen?				false

		2785						LN		105		5		false		            5             MR. OLSEN:  We have no cross.  Thank you.				false

		2786						LN		105		6		false		            6             CHAIRMAN LAVAR:  Ms. Schmid?				false

		2787						LN		105		7		false		            7                      CROSS-EXAMINATION				false

		2788						LN		105		8		false		            8   BY MS. SCHMID:				false

		2789						LN		105		9		false		            9        Q.   Yes.  Good morning.				false

		2790						LN		105		10		false		           10        A.   Good morning.				false

		2791						LN		105		11		false		           11        Q.   I have a few questions about nominations and				false

		2792						LN		105		12		false		           12   pipeline management or distribution system management.				false

		2793						LN		105		13		false		           13             What would happen if the sales customers were				false

		2794						LN		105		14		false		           14   using all the storage, all the no-notice service and the				false

		2795						LN		105		15		false		           15   other balancing services and the transportation customers				false

		2796						LN		105		16		false		           16   were out of balance, what would Questar Gas do?				false

		2797						LN		105		17		false		           17        A.   Questar Gas would have to ask each of those				false

		2798						LN		105		18		false		           18   transmission customers to reduce their usage to match				false

		2799						LN		105		19		false		           19   their scheduled quantity for the day.  And that's their				false

		2800						LN		105		20		false		           20   confirmed nomination for that day.  So, that would be a				false

		2801						LN		105		21		false		           21   curtailment situation.				false

		2802						LN		105		22		false		           22        Q.   Is it correct that the firm sales service				false

		2803						LN		105		23		false		           23   customers are paying to have gas available when they				false

		2804						LN		105		24		false		           24   need it?				false

		2805						LN		105		25		false		           25        A.   Yes.  That is true.				false

		2806						PG		106		0		false		page 106				false

		2807						LN		106		1		false		            1        Q.   How often does Questar Gas change its				false

		2808						LN		106		2		false		            2   nomination for those sales customers?				false

		2809						LN		106		3		false		            3        A.   We do a very detailed nomination every day,				false

		2810						LN		106		4		false		            4   and if we have to make adjustments throughout the day,				false

		2811						LN		106		5		false		            5   we will do that as well.				false

		2812						LN		106		6		false		            6        Q.   How often in your experience does the average				false

		2813						LN		106		7		false		            7   TS customer change its nomination?				false

		2814						LN		106		8		false		            8        A.   I believe the data shows that they only do it				false

		2815						LN		106		9		false		            9   maybe five times a month.  So, not on an every-day basis.				false

		2816						LN		106		10		false		           10        Q.   Have you had the experience that any TS				false

		2817						LN		106		11		false		           11   customer utilizes the intraday process to refine its				false

		2818						LN		106		12		false		           12   nomination?				false

		2819						LN		106		13		false		           13        A.   Very infrequently.				false

		2820						LN		106		14		false		           14             MS. SCHMID:  Do you have a copy of what was				false

		2821						LN		106		15		false		           15   previously marked in this matter as DPU Cross Exhibit-1?				false

		2822						LN		106		16		false		           16             May I approach?				false

		2823						LN		106		17		false		           17             CHAIRMAN LAVAR:  Yes.				false

		2824						LN		106		18		false		           18             THE WITNESS:  Thank you.				false

		2825						LN		106		19		false		           19   BY MS. SCHMID:				false

		2826						LN		106		20		false		           20        Q.   Could you please turn to Section 5.09?				false

		2827						LN		106		21		false		           21             Could you please read into the record the first				false

		2828						LN		106		22		false		           22   sentence of the second paragraph under the title "Daily				false

		2829						LN		106		23		false		           23   Imbalances"?  This sentence begins:  "The company will				false

		2830						LN		106		24		false		           24   provide ... "				false

		2831						LN		106		25		false		           25        A.   "The Company will provide notice of such				false

		2832						PG		107		0		false		page 107				false

		2833						LN		107		1		false		            1        restrictions to each affected nominating party not				false

		2834						LN		107		2		false		            2        less than two hours prior to the first nomination				false

		2835						LN		107		3		false		            3        deadline for the affected period or as soon as				false

		2836						LN		107		4		false		            4        reasonably practical to the extent system integrity				false

		2837						LN		107		5		false		            5        or upstream allocations allow."				false

		2838						LN		107		6		false		            6        Q.   In your experience, has Questar used this				false

		2839						LN		107		7		false		            7   provision as requiring at least two hours notice before				false

		2840						LN		107		8		false		            8   the first nomination deadline?				false

		2841						LN		107		9		false		            9        A.   Yes.				false

		2842						LN		107		10		false		           10        Q.   So, Questar has not attempted to use it later				false

		2843						LN		107		11		false		           11   in the nomination process?				false

		2844						LN		107		12		false		           12        A.   Not that I'm aware of.				false

		2845						LN		107		13		false		           13        Q.   Do you believe that Questar could use this				false

		2846						LN		107		14		false		           14   further into the nomination process?  And I'm not asking				false

		2847						LN		107		15		false		           15   for a legal opinion.  I'm just asking for your opinion				false

		2848						LN		107		16		false		           16   consistent with your title of Questar.				false

		2849						LN		107		17		false		           17        A.   With the current language, I do not.  I think				false

		2850						LN		107		18		false		           18   we would have to wait and provide the notice for the next				false

		2851						LN		107		19		false		           19   day.  So, starting at eight a.m. for whatever the next				false

		2852						LN		107		20		false		           20   gas day is.  So, once we've reached the two hours prior				false

		2853						LN		107		21		false		           21   to the nominating deadline, the first nominating deadline				false

		2854						LN		107		22		false		           22   is actually almost 24 before the start of the next gas				false

		2855						LN		107		23		false		           23   day.  So, once you're into that current gas day, you're				false

		2856						LN		107		24		false		           24   actually not just the next day but the one after that				false

		2857						LN		107		25		false		           25   if that makes sense.				false

		2858						PG		108		0		false		page 108				false

		2859						LN		108		1		false		            1        Q.   It does.  And to assist in this process,				false

		2860						LN		108		2		false		            2   are there Questar Gas Company employees available to take				false

		2861						LN		108		3		false		            3   nominations throughout the nominating process?				false

		2862						LN		108		4		false		            4        A.   Yes.  The system is set up that way.  They can				false

		2863						LN		108		5		false		            5   do their noms through any of the deadlines.				false

		2864						LN		108		6		false		            6        Q.   You would agree, though, that Section 5.09				false

		2865						LN		108		7		false		            7   permits the company to allow plus or minus five percent				false

		2866						LN		108		8		false		            8   imbalance on a daily basis per customer?				false

		2867						LN		108		9		false		            9        A.   Actually, I believe if you read it, it states				false

		2868						LN		108		10		false		           10   that there is a plus or minus five imbalance every day				false

		2869						LN		108		11		false		           11   and it permits the company to actually make that tighter				false

		2870						LN		108		12		false		           12   and then assign penalties to it after that.				false

		2871						LN		108		13		false		           13        Q.   In your experience, how often has the company				false

		2872						LN		108		14		false		           14   imposed penalties?  And then the second part of the				false

		2873						LN		108		15		false		           15   question will be, how often has the company made that				false

		2874						LN		108		16		false		           16   tolerance smaller?				false

		2875						LN		108		17		false		           17        A.   I'm not sure exactly how many times.  I think				false

		2876						LN		108		18		false		           18   I saw in the data that it was 120 days.  I think that was				false

		2877						LN		108		19		false		           19   during the test period that we did that.  So, I'd say we				false

		2878						LN		108		20		false		           20   try to avoid doing it.				false

		2879						LN		108		21		false		           21             It happens when our system is getting pushed,				false

		2880						LN		108		22		false		           22   though.  It's usually either during a cold weather event,				false

		2881						LN		108		23		false		           23   but it could also happen during any type of mechanical				false

		2882						LN		108		24		false		           24   concerns on the upstream pipeline.				false

		2883						LN		108		25		false		           25             That could be plant issues.  It could be				false

		2884						PG		109		0		false		page 109				false

		2885						LN		109		1		false		            1   something gets hit by lightning and isn't working.  Could				false

		2886						LN		109		2		false		            2   be a lot of reasons for it.  But it's any time we see				false

		2887						LN		109		3		false		            3   that that supply is going to be restricted to us and it's				false

		2888						LN		109		4		false		            4   not as available.				false

		2889						LN		109		5		false		            5             And what was the second half of the question?				false

		2890						LN		109		6		false		            6        Q.   How often has the imbalance tolerance window				false

		2891						LN		109		7		false		            7   been made smaller than the plus or minus five percent?				false

		2892						LN		109		8		false		            8        A.   We usually don't go smaller.  I don't think				false

		2893						LN		109		9		false		            9   there's been very many occasions.  We try and work with				false

		2894						LN		109		10		false		           10   the agents or the customers as well.  Sometimes we'll				false

		2895						LN		109		11		false		           11   actually put a tolerance level kind of in line with				false

		2896						LN		109		12		false		           12   what we're experiencing.				false

		2897						LN		109		13		false		           13             There are times when we'll put a tolerance				false

		2898						LN		109		14		false		           14   where it is -- they could be -- they could pack the				false

		2899						LN		109		15		false		           15   system but not draft it more than five percent meaning				false

		2900						LN		109		16		false		           16   that, you know, they cannot pull more than five percent				false

		2901						LN		109		17		false		           17   off of our system but they could put additional gas on				false

		2902						LN		109		18		false		           18   if we're only restricted in one direction.				false

		2903						LN		109		19		false		           19             So, we'll try and be lenient with that and try				false

		2904						LN		109		20		false		           20   and restrict it to what makes sense with the operational				false

		2905						LN		109		21		false		           21   issue that we're doing.  We have applied these more				false

		2906						LN		109		22		false		           22   frequently recently, and I think it has to do with just				false

		2907						LN		109		23		false		           23   the fact that, for one, there's more transportation				false

		2908						LN		109		24		false		           24   customers and therefore more volume we're trying to				false

		2909						LN		109		25		false		           25   manage through it.				false

		2910						PG		110		0		false		page 110				false

		2911						LN		110		1		false		            1             And two, I think there's been more events				false

		2912						LN		110		2		false		            2   recently in terms of upstream pipeline constraints,				false

		2913						LN		110		3		false		            3   wellhead freeze-offs, things like that.  I think they've				false

		2914						LN		110		4		false		            4   been more frequent.				false

		2915						LN		110		5		false		            5        Q.   In your testimony, you say that many customers				false

		2916						LN		110		6		false		            6   and agents have not historically matched daily				false

		2917						LN		110		7		false		            7   nominations and usage.  Do you recall that?				false

		2918						LN		110		8		false		            8        A.   Yes.				false

		2919						LN		110		9		false		            9        Q.   Do you recall that you also said that the				false

		2920						LN		110		10		false		           10   customers and agents should have been doing this all				false

		2921						LN		110		11		false		           11   along?				false

		2922						LN		110		12		false		           12        A.   Yes.				false

		2923						LN		110		13		false		           13        Q.   So, isn't it fair to say if they were supposed				false

		2924						LN		110		14		false		           14   to be doing it all along and they haven't been that				false

		2925						LN		110		15		false		           15   Questar Gas Company should have been using Section 509				false

		2926						LN		110		16		false		           16   more often?				false

		2927						LN		110		17		false		           17        A.   Well, and that is one of the reasons we've				false

		2928						LN		110		18		false		           18   started to use it more often.  Unfortunately, the				false

		2929						LN		110		19		false		           19   Section 5.09 which requires the plus or minus five				false

		2930						LN		110		20		false		           20   percent tolerance on an everyday basis, there's no				false

		2931						LN		110		21		false		           21   mechanism in there to actually charge them for it				false

		2932						LN		110		22		false		           22   unless they are on that restriction.				false

		2933						LN		110		23		false		           23             MS. SCHMID:  Thank you.  I'm done.				false

		2934						LN		110		24		false		           24             CHAIRMAN LAVAR:  Mr. Dodge?				false

		2935						LN		110		25		false		           25                      CROSS-EXAMINATION				false

		2936						PG		111		0		false		page 111				false

		2937						LN		111		1		false		            1   BY MR. DODGE:				false

		2938						LN		111		2		false		            2        Q.   Thank you, Mr. Chairman.  Good morning,				false

		2939						LN		111		3		false		            3   Mr. Schwarzenbach.				false

		2940						LN		111		4		false		            4        A.   Good morning.				false

		2941						LN		111		5		false		            5        Q.   On page -- lines 33 and 34 of your rebuttal,				false

		2942						LN		111		6		false		            6   in response to a question -- I'll let you get there.				false

		2943						LN		111		7		false		            7   I'm sorry.				false

		2944						LN		111		8		false		            8        A.   I'm having trouble finding it.				false

		2945						LN		111		9		false		            9             Do you have a copy of it?				false

		2946						LN		111		10		false		           10             MS. CLARK:  I sure do.				false

		2947						LN		111		11		false		           11             MR. DODGE:  I was going to reference your				false

		2948						LN		111		12		false		           12   surrebuttal, too.  So you might grab that.				false

		2949						LN		111		13		false		           13             (Discussion off the record)				false

		2950						LN		111		14		false		           14             THE WITNESS:  Sorry about that.  I'm new to				false

		2951						LN		111		15		false		           15   this process.				false

		2952						LN		111		16		false		           16   BY MR. DODGE:				false

		2953						LN		111		17		false		           17        Q.   All right.  Welcome.  There's several new				false

		2954						LN		111		18		false		           18   to the process of this proceeding.				false

		2955						LN		111		19		false		           19        A.   Which lines are you referring?				false

		2956						LN		111		20		false		           20        Q.   There's a question on lines 31 and 32.  It				false

		2957						LN		111		21		false		           21   says, "Why is it important that TS customers or their				false

		2958						LN		111		22		false		           22   agents make accurate nominations on a daily basis?"				false

		2959						LN		111		23		false		           23             And I was referencing your answer on 33 and 34.				false

		2960						LN		111		24		false		           24        "All shippers are required to enter a nomination for				false

		2961						LN		111		25		false		           25        each day.  This is an industry standard throughout				false

		2962						PG		112		0		false		page 112				false

		2963						LN		112		1		false		            1        the country."				false

		2964						LN		112		2		false		            2             Right?				false

		2965						LN		112		3		false		            3        A.   Yes.				false

		2966						LN		112		4		false		            4        Q.   Then I'm going to turn to your surrebuttal,				false

		2967						LN		112		5		false		            5   question beginning on line 41 and basically continuing				false

		2968						LN		112		6		false		            6   over through 73.  I won't read all of that, but the				false

		2969						LN		112		7		false		            7   question on 41 says:				false

		2970						LN		112		8		false		            8             "Do you agree that agents should be allowed				false

		2971						LN		112		9		false		            9        to manage the nominations in aggregate for all				false

		2972						LN		112		10		false		           10        of their customers?"				false

		2973						LN		112		11		false		           11             And you say, no.  We need to have accurate				false

		2974						LN		112		12		false		           12   daily nominations.				false

		2975						LN		112		13		false		           13             You understand now, do you not, that the				false

		2976						LN		112		14		false		           14   intervenors in this docket were not asking in this docket				false

		2977						LN		112		15		false		           15   to allow aggregate nominations but rather simply for				false

		2978						LN		112		16		false		           16   purposes of calculating and imposing any imbalance				false

		2979						LN		112		17		false		           17   penalties that they be done at an agent level in				false

		2980						LN		112		18		false		           18   aggregation?  Do you understand that now?				false

		2981						LN		112		19		false		           19        A.   I actually understood that at that point.				false

		2982						LN		112		20		false		           20   But the purpose of that statement was actually the fact				false

		2983						LN		112		21		false		           21   that it was in reference to the proposal to charge them				false

		2984						LN		112		22		false		           22   penalties at an aggregated basis.				false

		2985						LN		112		23		false		           23             And in my opinion, even if you do a nomination				false

		2986						LN		112		24		false		           24   at the customer level but there's no punitive or there's				false

		2987						LN		112		25		false		           25   no charges except at the aggregate level, then there				false

		2988						PG		113		0		false		page 113				false

		2989						LN		113		1		false		            1   really is no reason to do those nominations accurately				false

		2990						LN		113		2		false		            2   at the customer level.  You wind up in a scenario where				false

		2991						LN		113		3		false		            3   you have to do ten nominations for ten customers but				false

		2992						LN		113		4		false		            4   there's absolutely no reason not to put a zero nomination				false

		2993						LN		113		5		false		            5   in for nine of them and just have that tenth one equal				false

		2994						LN		113		6		false		            6   your volume for your aggregate usage.				false

		2995						LN		113		7		false		            7        Q.   In terms of impact on the company, what you				false

		2996						LN		113		8		false		            8   see is a total aggregated impact of all imbalances, TS				false

		2997						LN		113		9		false		            9   customers and GS customers alike; right?				false

		2998						LN		113		10		false		           10             For operational reasons, what you see is an				false

		2999						LN		113		11		false		           11   aggregated impact of all the imbalances netted against				false

		3000						LN		113		12		false		           12   each other?				false

		3001						LN		113		13		false		           13        A.   Actually, for operational reasons, we need				false

		3002						LN		113		14		false		           14   to know by customer because that gas is being delivered				false

		3003						LN		113		15		false		           15   to different locations on our system.				false

		3004						LN		113		16		false		           16        Q.   You need know where the nomination goes and				false

		3005						LN		113		17		false		           17   if the gas shows up where to deliver it, but for				false

		3006						LN		113		18		false		           18   operational considerations like the potential impact				false

		3007						LN		113		19		false		           19   on the system that you've testified to, what matters				false

		3008						LN		113		20		false		           20   is the total aggregated impact of all of your customers.				false

		3009						LN		113		21		false		           21             In other words, if everything nets out so				false

		3010						LN		113		22		false		           22   there's zero imbalance, even if two of them are wildly				false

		3011						LN		113		23		false		           23   out on either side, it doesn't have an operational impact				false

		3012						LN		113		24		false		           24   on the company?				false

		3013						LN		113		25		false		           25        A.   I would not agree with that.  I actually think				false

		3014						PG		114		0		false		page 114				false

		3015						LN		114		1		false		            1   it does have an operational impact because we need to				false

		3016						LN		114		2		false		            2   know how much gas is being delivered to what location				false

		3017						LN		114		3		false		            3   on our system.  Well, the same -- the right amount of gas				false

		3018						LN		114		4		false		            4   may be delivered to the input of out system, the city				false

		3019						LN		114		5		false		            5   gate, we still need to know how to deliver that gas				false

		3020						LN		114		6		false		            6   on our system and what location to deliver that to.				false

		3021						LN		114		7		false		            7             If the nomination is not accurate by customer,				false

		3022						LN		114		8		false		            8   we don't have that information.  All we know is how much				false

		3023						LN		114		9		false		            9   gas is coming to our system.				false

		3024						LN		114		10		false		           10        Q.   I'm saying, assume you get a daily nomination				false

		3025						LN		114		11		false		           11   that is as accurate as a person can make it, what affects				false

		3026						LN		114		12		false		           12   you operationally is the total aggregate imbalance,				false

		3027						LN		114		13		false		           13   not whether one customer is long and one is short and				false

		3028						LN		114		14		false		           14   they offset each other.				false

		3029						LN		114		15		false		           15             Now, if there's an imbalance and you have to				false

		3030						LN		114		16		false		           16   impose penalties or something, you have to compare the				false

		3031						LN		114		17		false		           17   burn to the nomination; right?  So, you need to know				false

		3032						LN		114		18		false		           18   those numbers.  But operationally, it doesn't impact you				false

		3033						LN		114		19		false		           19   if they offset each other?				false

		3034						LN		114		20		false		           20        A.   You're assuming in that statement, though,				false

		3035						LN		114		21		false		           21   the assumption is that the nomination's accurate, first				false

		3036						LN		114		22		false		           22   of all, is what you said in your statement.  And without				false

		3037						LN		114		23		false		           23   any incentive, we don't know that that nomination's going				false

		3038						LN		114		24		false		           24   to be accurate.				false

		3039						LN		114		25		false		           25             And second, you're assuming that if we have				false

		3040						PG		115		0		false		page 115				false

		3041						LN		115		1		false		            1   any restrictions that we can restrict those customers				false

		3042						LN		115		2		false		            2   in a reasonable way.  Those are two big assumptions in				false

		3043						LN		115		3		false		            3   what you're saying, there's no operational impact --				false

		3044						LN		115		4		false		            4        Q.   Well, let's talk about --				false

		3045						LN		115		5		false		            5        A.   -- which is why I have trouble agreeing with				false

		3046						LN		115		6		false		            6   your statement that there is none.				false

		3047						LN		115		7		false		            7        Q.   Well, let's talk about the incentives.  I mean,				false

		3048						LN		115		8		false		            8   today, you have the ability as Ms. Schmid walked through				false

		3049						LN		115		9		false		            9   with you for purposes of system integrity, altering gas				false

		3050						LN		115		10		false		           10   purchases, production or storage or other system				false

		3051						LN		115		11		false		           11   constraints, when you need it, you have the ability to				false

		3052						LN		115		12		false		           12   issue an OFO and hold people to the restrictions, to				false

		3053						LN		115		13		false		           13   their nominations with a very severe penalty; right?				false

		3054						LN		115		14		false		           14             It's a buck 25 per dekatherm minimum.				false

		3055						LN		115		15		false		           15             That's not a commodity cash-out but rather				false

		3056						LN		115		16		false		           16   just a penalty for imbalance; right?				false

		3057						LN		115		17		false		           17        A.   Yes.				false

		3058						LN		115		18		false		           18        Q.   And do you not find when you issue OFOs that				false

		3059						LN		115		19		false		           19   agents work very, very hard to respond and bring their				false

		3060						LN		115		20		false		           20   nominations or their deliveries and their usage as close				false

		3061						LN		115		21		false		           21   to what they've been restricted as possible?				false

		3062						LN		115		22		false		           22        A.   We find that they do actually make an attempt				false

		3063						LN		115		23		false		           23   to get their total deliveries in aggregate as close it				false

		3064						LN		115		24		false		           24   needs to be for their aggregate usage, but what we're				false

		3065						LN		115		25		false		           25   trying to incent here is for them to do that same thing				false

		3066						PG		116		0		false		page 116				false

		3067						LN		116		1		false		            1   at a customer level, not just in aggregate.				false

		3068						LN		116		2		false		            2             So, again, if they just make adjustments to one				false

		3069						LN		116		3		false		            3   or two customers to bring their aggregate volume in,				false

		3070						LN		116		4		false		            4   that's not going to help us in an operational situation				false

		3071						LN		116		5		false		            5   if they've got enough gas but it's all assigned to one				false

		3072						LN		116		6		false		            6   of their 50 customers.				false

		3073						LN		116		7		false		            7        Q.   You say it's not going to help you, but again,				false

		3074						LN		116		8		false		            8   if you issue an OFO, if you've got system constraints				false

		3075						LN		116		9		false		            9   or something else that's causing you problems, they are				false

		3076						LN		116		10		false		           10   going to respond and they're going to help solve your				false

		3077						LN		116		11		false		           11   problem by restricting their usage to what you allowed				false

		3078						LN		116		12		false		           12   them to; right?				false

		3079						LN		116		13		false		           13        A.   They will respond in the aggregate, yes.				false

		3080						LN		116		14		false		           14        Q.   And that's how it impacts your company in the				false

		3081						LN		116		15		false		           15   aggregate.  You're talking about those two times in the				false

		3082						LN		116		16		false		           16   last decade you've issued an actual interruption.				false

		3083						LN		116		17		false		           17   Then you penalize people based -- or you hold people to				false

		3084						LN		116		18		false		           18   what they've nominated or delivered and then you penalize				false

		3085						LN		116		19		false		           19   them if they don't stop burning at that level; right?				false

		3086						LN		116		20		false		           20        A.   Right.  And you characterized it as two times				false

		3087						LN		116		21		false		           21   in the last decade.  I would say it's like actually two				false

		3088						LN		116		22		false		           22   times in the last two heating seasons which is a big				false

		3089						LN		116		23		false		           23   difference in my mind.				false

		3090						LN		116		24		false		           24             I mean, these are becoming more critical				false
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		3447						LN		130		17		false		           17   a number of events.  I'd say probably ten to 15 subject				false
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		3547						LN		134		13		false		           13             But there would be no way to physically				false

		3548						LN		134		14		false		           14   aggregate that gas back and forth between the two.				false
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		3568						LN		135		8		false		            8               having first been duly sworn, was				false

		3569						LN		135		9		false		            9               examined and testified as follows:				false

		3570						LN		135		10		false		           10                      DIRECT EXAMINATION				false

		3571						LN		135		11		false		           11   BY MR. OLSEN:				false

		3572						LN		135		12		false		           12        Q.   Mr. Mangelson, would you state your full name				false

		3573						LN		135		13		false		           13   for the record, please?				false

		3574						LN		135		14		false		           14        A.   Gavin Mangelson.  M-a-n-g-e-l-s-o-n.				false

		3575						LN		135		15		false		           15        Q.   And what is your position with the Office?				false

		3576						LN		135		16		false		           16        A.   I'm the utility analyst.				false

		3577						LN		135		17		false		           17        Q.   Did you prepare or have -- assist in the				false

		3578						LN		135		18		false		           18   preparation of rebuttal testimony in this docket dated				false

		3579						LN		135		19		false		           19   July 31st, 2015?				false

		3580						LN		135		20		false		           20        A.   Yes.				false

		3581						LN		135		21		false		           21        Q.   Do you have any changes or modifications				false

		3582						LN		135		22		false		           22   to that testimony at this time?				false

		3583						LN		135		23		false		           23        A.   No.				false

		3584						LN		135		24		false		           24             MR. OLSEN:  We would ask that it be admitted.				false

		3585						LN		135		25		false		           25             CHAIRMAN LAVAR:  Any objection from any party				false

		3586						PG		136		0		false		page 136				false

		3587						LN		136		1		false		            1   to admitting the rebuttal testimony of Mr. Mangelson?				false

		3588						LN		136		2		false		            2             MS. CLARK:  No.				false

		3589						LN		136		3		false		            3             MS. SCHMID:  No.				false

		3590						LN		136		4		false		            4             CHAIRMAN LAVAR:  It will be admitted.				false

		3591						LN		136		5		false		            5   Thank you.				false

		3592						LN		136		6		false		            6             (Exhibit OCS 2R marked and admitted)				false

		3593						LN		136		7		false		            7   BY MR. OLSEN:				false

		3594						LN		136		8		false		            8        Q.   Do you have any summary you would like to				false

		3595						LN		136		9		false		            9   present?				false

		3596						LN		136		10		false		           10        A.   Yes.  The summary of my testimony is that				false

		3597						LN		136		11		false		           11   previous workgroups and discussions relating to this				false

		3598						LN		136		12		false		           12   issue have not produced a resolution and that these				false

		3599						LN		136		13		false		           13   discussions have been highly contentious.				false

		3600						LN		136		14		false		           14             I conclude, therefore, that a task force would				false

		3601						LN		136		15		false		           15   likely be unsuccessful in determining an equitable rate				false

		3602						LN		136		16		false		           16   agreed upon by the participants.				false

		3603						LN		136		17		false		           17             Furthermore, if the Commission finds that a fee				false

		3604						LN		136		18		false		           18   is warranted or necessary, we would like them to remedy				false

		3605						LN		136		19		false		           19   that inequity in its order rather than allow the inequity				false

		3606						LN		136		20		false		           20   to continue through the duration of the task force				false

		3607						LN		136		21		false		           21   process.				false

		3608						LN		136		22		false		           22        Q.   Does that conclude your summary?				false

		3609						LN		136		23		false		           23        A.   Yes.				false

		3610						LN		136		24		false		           24             MR. OLSEN:  Mr. Mangelson is available for				false

		3611						LN		136		25		false		           25   cross-examination.				false

		3612						PG		137		0		false		page 137				false

		3613						LN		137		1		false		            1             CHAIRMAN LAVAR:  Ms. Clark?				false

		3614						LN		137		2		false		            2             MS. CLARK:  The Company has no				false

		3615						LN		137		3		false		            3   cross-examination for Mr. Mangelson.				false

		3616						LN		137		4		false		            4             CHAIRMAN LAVAR:  And, Ms. Schmid?				false

		3617						LN		137		5		false		            5                      CROSS-EXAMINATION				false

		3618						LN		137		6		false		            6   BY MS. SCHMID:				false

		3619						LN		137		7		false		            7        Q.   Thank you.  I have just a couple.				false

		3620						LN		137		8		false		            8             In your rebuttal testimony, you state that the				false

		3621						LN		137		9		false		            9   Office opposes the Division's recommendation that the				false

		3622						LN		137		10		false		           10   Commission limit its current order to a finding that a				false

		3623						LN		137		11		false		           11   rate for fee is necessary and delegate the determination				false

		3624						LN		137		12		false		           12   of such a fee to a task force.				false

		3625						LN		137		13		false		           13             That's on page four, lines 74 through 77				false

		3626						LN		137		14		false		           14   of your rebuttal.  Did I read that correctly?				false

		3627						LN		137		15		false		           15        A.   I believe so.				false

		3628						LN		137		16		false		           16        Q.   Do you understand that the Division is now				false

		3629						LN		137		17		false		           17   recommending that the Commission issue an order charging				false

		3630						LN		137		18		false		           18   transportation service customers for the 1.7 million				false

		3631						LN		137		19		false		           19   on a flat fee basis?				false

		3632						LN		137		20		false		           20        A.   I do understand that that has been put forth				false

		3633						LN		137		21		false		           21   in Mr. Wheelwright's surrebuttal.				false

		3634						LN		137		22		false		           22             MS. SCHMID:  Thank you.  That's all my				false

		3635						LN		137		23		false		           23   questions.				false

		3636						LN		137		24		false		           24             CHAIRMAN LAVAR:  Nothing else?  Okay.				false

		3637						LN		137		25		false		           25             Mr. Dodge?				false

		3638						PG		138		0		false		page 138				false

		3639						LN		138		1		false		            1             MR. DODGE:  No questions.				false

		3640						LN		138		2		false		            2             CHAIRMAN LAVAR:  Mr. Cook?				false

		3641						LN		138		3		false		            3             MR. COOK:  No questions.				false

		3642						LN		138		4		false		            4             CHAIRMAN LAVAR:  Mr. Williams?				false

		3643						LN		138		5		false		            5             MR. WILLIAMS:  No questions.				false

		3644						LN		138		6		false		            6             CHAIRMAN LAVAR:  Okay.  Thank you.  Oh.				false

		3645						LN		138		7		false		            7   I'm sorry.  Commissioner White?				false

		3646						LN		138		8		false		            8             COMMISSIONER WHITE:  No.				false

		3647						LN		138		9		false		            9             CHAIRMAN LAVAR:  Commissioner Clark?				false

		3648						LN		138		10		false		           10             COMMISSIONER CLARK:  We're the potted plants.				false

		3649						LN		138		11		false		           11   I have no questions.				false

		3650						LN		138		12		false		           12             CHAIRMAN LAVAR:  I have none.  Thank you,				false

		3651						LN		138		13		false		           13   Mr. Mangelson.  Would this be an appropriate time,				false

		3652						LN		138		14		false		           14   Mr. Olsen, for a break?				false

		3653						LN		138		15		false		           15             MR. OLSEN:  It strikes me that it would.				false

		3654						LN		138		16		false		           16   I suspect we'll be more than five minutes.  So, perhaps				false

		3655						LN		138		17		false		           17   it will be a good time.				false

		3656						LN		138		18		false		           18             CHAIRMAN LAVAR:  Okay.  Shall we take a lunch				false

		3657						LN		138		19		false		           19   break until 1:00 p.m.?  Any objection to that?				false

		3658						LN		138		20		false		           20             (No verbal response)				false

		3659						LN		138		21		false		           21             CHAIRMAN LAVAR:  We'll be in recess.				false

		3660						LN		138		22		false		           22   Thank you.				false

		3661						LN		138		23		false		           23             (Lunch recess 12:50 p.m. to 1:01 p.m.)				false

		3662						LN		138		24		false		           24             CHAIRMAN LAVAR:  We are back on the record.				false

		3663						LN		138		25		false		           25   We'll go with Mr. Olsen.				false

		3664						PG		139		0		false		page 139				false

		3665						LN		139		1		false		            1             MR. OLSEN:  Thank you.  The Office would like				false

		3666						LN		139		2		false		            2   to call Jerome Mierzwa.				false

		3667						LN		139		3		false		            3             CHAIRMAN LAVAR:  MR. Mierzwa, do you swear to				false

		3668						LN		139		4		false		            4   tell the truth?				false

		3669						LN		139		5		false		            5             THE WITNESS:  Yes, I do.				false

		3670						LN		139		6		false		            6                       JEROME MIERZWA,				false

		3671						LN		139		7		false		            7               having first been duly sworn, was				false

		3672						LN		139		8		false		            8               examined and testified as follows:				false

		3673						LN		139		9		false		            9                      DIRECT EXAMINATION				false

		3674						LN		139		10		false		           10   BY MR. OLSEN:				false

		3675						LN		139		11		false		           11        Q.   Mr. Mierzwa, would you please state your full				false

		3676						LN		139		12		false		           12   name for the record, please?				false

		3677						LN		139		13		false		           13        A.   My name is Jerome B. Mierzwa.  The last name				false

		3678						LN		139		14		false		           14   is spelled M-i-e-r-z-w-a.				false

		3679						LN		139		15		false		           15        Q.   And for whom are you employed?				false

		3680						LN		139		16		false		           16        A.   I am employed by Exeter Associates, Inc.				false

		3681						LN		139		17		false		           17        Q.   And why are you here today?				false

		3682						LN		139		18		false		           18        A.   To present testimony on behalf of the Office				false

		3683						LN		139		19		false		           19   of Consumer Services.				false

		3684						LN		139		20		false		           20        Q.   Did you prepare or cause to be prepared direct				false

		3685						LN		139		21		false		           21   testimony filed on July 21st, 2015 in this proceeding?				false

		3686						LN		139		22		false		           22        A.   Yes.  That was my amended testimony.				false

		3687						LN		139		23		false		           23        Q.   And did you also prepare or cause to be				false

		3688						LN		139		24		false		           24   prepared surrebuttal testimony filed on August 14th,				false

		3689						LN		139		25		false		           25   2015?				false

		3690						PG		140		0		false		page 140				false

		3691						LN		140		1		false		            1        A.   Yes, I did.				false

		3692						LN		140		2		false		            2        Q.   Do you have any -- the one amendment that came				false

		3693						LN		140		3		false		            3   in officially on the direct testimony, do you have any				false

		3694						LN		140		4		false		            4   further amendment to either of those?				false

		3695						LN		140		5		false		            5        A.   Not that I'm aware of.				false

		3696						LN		140		6		false		            6        Q.   And if I were to ask you all the questions in				false

		3697						LN		140		7		false		            7   those documents, would your answers still be the same?				false

		3698						LN		140		8		false		            8        A.   Yes, they would.				false

		3699						LN		140		9		false		            9             MR. OLSEN:  Your Honor, we would ask that they				false

		3700						LN		140		10		false		           10   be submitted.				false

		3701						LN		140		11		false		           11             CHAIRMAN LAVAR:  Any opposition from anyone?				false

		3702						LN		140		12		false		           12             MS. CLARK:  No.				false

		3703						LN		140		13		false		           13             MS. SCHMID:  None from the Division.				false

		3704						LN		140		14		false		           14             CHAIRMAN LAVAR:  Okay.  They'll be admitted.				false

		3705						LN		140		15		false		           15             (Exhibit OCS 1D and Exhibit OCS 1S				false

		3706						LN		140		16		false		           16   marked and admitted)				false

		3707						LN		140		17		false		           17   BY MR. OLSEN:				false

		3708						LN		140		18		false		           18        Q.   Do you have a summary?				false

		3709						LN		140		19		false		           19        A.   Yes.  I have a summary of my direct testimony.				false

		3710						LN		140		20		false		           20   In my direct testimony filed on behalf of the Office				false

		3711						LN		140		21		false		           21   of Consumer Services as amended on July 21st, 2015,				false

		3712						LN		140		22		false		           22   I described a proposal of Questar Gas Company to assess				false

		3713						LN		140		23		false		           23   transportation customers a charge of 19.064 cents per				false

		3714						LN		140		24		false		           24   dekatherm of daily imbalances between nominated volumes				false

		3715						LN		140		25		false		           25   and usage that exceeds five percent.				false

		3716						PG		141		0		false		page 141				false

		3717						LN		141		1		false		            1             And that indicated I was in general agreement				false

		3718						LN		141		2		false		            2   with the Company's proposal.  I then responded to the				false

		3719						LN		141		3		false		            3   testimony of several intervening parties who also				false

		3720						LN		141		4		false		            4   presented direct testimonies in this proceeding.				false

		3721						LN		141		5		false		            5             In responding to the intervening parties,				false

		3722						LN		141		6		false		            6   I disagreed with a proposal to establish a workshop				false

		3723						LN		141		7		false		            7   process to address the proposed charge.				false

		3724						LN		141		8		false		            8             I also disagree with a number of proposals				false

		3725						LN		141		9		false		            9   to modify the calculation of the charge.  I then noted it				false

		3726						LN		141		10		false		           10   was common for gas utilities to assess balancing charges				false

		3727						LN		141		11		false		           11   and that Questar Gas currently assessed no such charge.				false

		3728						LN		141		12		false		           12             Finally, I noted that an alternative to				false

		3729						LN		141		13		false		           13   assessing a charge on daily imbalances greater than five				false

		3730						LN		141		14		false		           14   percent, the company could adopt a volumetric balancing				false

		3731						LN		141		15		false		           15   charge which I calculated at 3.657 cents per dekatherm.				false

		3732						LN		141		16		false		           16        Q.   Does that conclude your summary?				false

		3733						LN		141		17		false		           17        A.   Yes, it does.				false

		3734						LN		141		18		false		           18             MR. OLSEN:  Mr. Mierzwa is available for				false

		3735						LN		141		19		false		           19   cross-examination.				false

		3736						LN		141		20		false		           20             CHAIRMAN LAVAR:  Okay.  Ms. Clark?				false

		3737						LN		141		21		false		           21             MS. CLARK:  The Company has no cross.				false

		3738						LN		141		22		false		           22             CHAIRMAN LAVAR:  Okay.  Ms. Schmid?				false

		3739						LN		141		23		false		           23             MS. SCHMID:  The Division has no cross.				false

		3740						LN		141		24		false		           24             CHAIRMAN LAVAR:  Okay.  Mr. Dodge?				false

		3741						LN		141		25		false		           25                      CROSS-EXAMINATION				false

		3742						PG		142		0		false		page 142				false

		3743						LN		142		1		false		            1   BY MR. DODGE:				false

		3744						LN		142		2		false		            2        Q.   You'll be surprised to know that				false

		3745						LN		142		3		false		            3   I do.  Mr. Mierzwa, good afternoon and welcome to Utah.				false

		3746						LN		142		4		false		            4        A.   Good afternoon.  Thank you.				false

		3747						LN		142		5		false		            5        Q.   In your testimony, and you don't need to refer				false

		3748						LN		142		6		false		            6   to it specifically.  I think you'll recall.  You				false

		3749						LN		142		7		false		            7   basically said in your view balancing charges and issues				false

		3750						LN		142		8		false		            8   depend upon the specific circumstances of each utility.				false

		3751						LN		142		9		false		            9             Is that a fair statement?				false

		3752						LN		142		10		false		           10        A.   That's a fair assessment.				false

		3753						LN		142		11		false		           11        Q.   Having said that, you will agree, will you not,				false

		3754						LN		142		12		false		           12   that in terms of a proposal to impose a daily balancing				false

		3755						LN		142		13		false		           13   requirement with a penalty or a charge on top of that				false

		3756						LN		142		14		false		           14   is fairly unusual among the utilities you're aware of,				false

		3757						LN		142		15		false		           15   is that a fair statement, as opposed to a balancing				false

		3758						LN		142		16		false		           16   charge on all volumes?				false

		3759						LN		142		17		false		           17        A.   A balancing charge on all volumes is more				false

		3760						LN		142		18		false		           18   common but I wouldn't say it's unusual to assess a daily				false

		3761						LN		142		19		false		           19   charge.  I mean, it's not unique, certainly not unique,				false

		3762						LN		142		20		false		           20   but the monthly balance is more common.				false

		3763						LN		142		21		false		           21        Q.   Of the ones that have been identified in this				false

		3764						LN		142		22		false		           22   docket by you and or the company, the only ones I have				false

		3765						LN		142		23		false		           23   located that have that kind of approach, I'd like to walk				false

		3766						LN		142		24		false		           24   through and see if you are familiar with them.  The first				false

		3767						LN		142		25		false		           25   one is Southwest Gas.				false

		3768						PG		143		0		false		page 143				false

		3769						LN		143		1		false		            1             I see from your resum�, you have testified				false

		3770						LN		143		2		false		            2   in Southwest Gas dockets; is that correct?				false

		3771						LN		143		3		false		            3        A.   I don't think that -- yes.  I think I did.				false

		3772						LN		143		4		false		            4   I don't think it was this century.				false

		3773						LN		143		5		false		            5        Q.   Believe me, I know what you're talking about.				false

		3774						LN		143		6		false		            6             Do you understand that the Southwest Gas tariff				false

		3775						LN		143		7		false		            7   allows a 25 percent imbalance allowance?				false

		3776						LN		143		8		false		            8        A.   I have not looked at the Southwest tariff in				false

		3777						LN		143		9		false		            9   years.				false

		3778						LN		143		10		false		           10        Q.   And would it surprise you -- apparently it did				false

		3779						LN		143		11		false		           11   Mr. Schwarzenbach, but would it surprise you to know that				false

		3780						LN		143		12		false		           12   in Southwest, they allow the agents to indicate -- that				false

		3781						LN		143		13		false		           13   the intolerance is measured at the agent level and the				false

		3782						LN		143		14		false		           14   agent indicates to whom imbalance consequences should be				false

		3783						LN		143		15		false		           15   charged?				false

		3784						LN		143		16		false		           16        A.   I don't know what Southwest does.  It wouldn't				false

		3785						LN		143		17		false		           17   surprise me.				false

		3786						LN		143		18		false		           18        Q.   I'd like to hand you a page from the tariff and				false

		3787						LN		143		19		false		           19   just see if you have any reason to disagree that this is				false

		3788						LN		143		20		false		           20   a provision that Southwest tariff's dealing with.				false

		3789						LN		143		21		false		           21             And I'll represent to you, Mr. Mierzwa,				false

		3790						LN		143		22		false		           22   that this was downloaded from the internet using a site				false

		3791						LN		143		23		false		           23   provided either by you or by the company.  I don't know				false

		3792						LN		143		24		false		           24   exactly who gave that site in a data response.				false

		3793						LN		143		25		false		           25             And I think the Commission can take				false

		3794						PG		144		0		false		page 144				false

		3795						LN		144		1		false		            1   administrative notice of tariffs of other utilities.				false

		3796						LN		144		2		false		            2   I don't think we need to spend a lot of time on it,				false

		3797						LN		144		3		false		            3   but I'd like you to just look at paragraph 6C.  And this				false

		3798						LN		144		4		false		            4   is an incomplete part of the tariff.  I've got more of it				false

		3799						LN		144		5		false		            5   if you want to look at it or the whole thing which is				false

		3800						LN		144		6		false		            6   800-plus pages long electronically if you would.				false

		3801						LN		144		7		false		            7             But 6C indicates -- it deals with nominations,				false

		3802						LN		144		8		false		            8   and then the sentence I'm focused on in the middle there				false

		3803						LN		144		9		false		            9   reads -- and tell me if I read this wrong.				false

		3804						LN		144		10		false		           10             "The customer or Agent must specify, prior to				false

		3805						LN		144		11		false		           11        the flow day, the method to be used by the Utility				false

		3806						LN		144		12		false		           12        for allocating imbalances among individual				false

		3807						LN		144		13		false		           13        customers.  If the allocation method is not				false

		3808						LN		144		14		false		           14        specified prior to the flow day, the Utility will				false

		3809						LN		144		15		false		           15        allocate any imbalances pro rata from the Cycle 1				false

		3810						LN		144		16		false		           16        Nomination."				false

		3811						LN		144		17		false		           17             Did I read that correctly?				false

		3812						LN		144		18		false		           18        A.   Yes, you did.				false

		3813						LN		144		19		false		           19        Q.   Now, if you accept my representation that				false

		3814						LN		144		20		false		           20   this is from the current Southwest tariff, it would				false

		3815						LN		144		21		false		           21   appear that whatever the consequences of the daily				false

		3816						LN		144		22		false		           22   imbalance restriction Southwest imposes is dealt with				false

		3817						LN		144		23		false		           23   at the agent level and the agent indicates what happens				false

		3818						LN		144		24		false		           24   when there are consequences when there are imbalances.				false

		3819						LN		144		25		false		           25             Is that how you would read that?				false

		3820						PG		145		0		false		page 145				false

		3821						LN		145		1		false		            1        A.   That is how I would read that.				false

		3822						LN		145		2		false		            2             MR. DODGE:  Another utility that -- and I guess				false

		3823						LN		145		3		false		            3   I should mark this as cross X UAE 2.  And again, I would				false

		3824						LN		145		4		false		            4   indicate, Mr. Chairman, that although I think you would				false

		3825						LN		145		5		false		            5   take administrative notice, I'll move it be admitted as a				false

		3826						LN		145		6		false		            6   cross X exhibit just for convenience.				false

		3827						LN		145		7		false		            7             CHAIRMAN LAVAR:  Any objection from any party?				false

		3828						LN		145		8		false		            8             (No verbal response)				false

		3829						LN		145		9		false		            9             CHAIRMAN LAVAR:  Okay.  It'll be admitted.				false

		3830						LN		145		10		false		           10             (Cross Examination Exhibit UAE 2 marked and				false

		3831						LN		145		11		false		           11   admitted)				false

		3832						LN		145		12		false		           12   BY MR. DODGE:				false

		3833						LN		145		13		false		           13        Q.   Another utility, and I believe you identified				false

		3834						LN		145		14		false		           14   this one, is Vectren.  You're familiar with a the Vectren				false

		3835						LN		145		15		false		           15   utility?				false

		3836						LN		145		16		false		           16        A.   I'm familiar with the Vectren utilities.  I did				false

		3837						LN		145		17		false		           17   not identify Vectren as having balancing charges.				false

		3838						LN		145		18		false		           18        Q.   Oh.  I apologize.  I think you're right.				false

		3839						LN		145		19		false		           19   I think it was a company.  Vectren's located in Ohio?				false

		3840						LN		145		20		false		           20        A.   Vectren is in Indiana.				false

		3841						LN		145		21		false		           21        Q.   Oh.  Sorry.				false

		3842						LN		145		22		false		           22        A.   There is also a Vectren of Ohio.  There's two				false

		3843						LN		145		23		false		           23   Indiana companies and an Ohio company.				false

		3844						LN		145		24		false		           24        Q.   I'm sorry.  And I should have specified.  This				false

		3845						LN		145		25		false		           25   is Vectren Energy Delivery of Ohio.  And again, I'm going				false

		3846						PG		146		0		false		page 146				false

		3847						LN		146		1		false		            1   to hand you a page.  And again, I have the tariff here or				false

		3848						LN		146		2		false		            2   the entire thing electronically if there's a desire for				false

		3849						LN		146		3		false		            3   it.  But I'm going to hand you just one page from the				false

		3850						LN		146		4		false		            4   Vectren tariff.  And I'll ask that be marked Cross X				false

		3851						LN		146		5		false		            5   UAE 3.  And I'm going to start with --				false

		3852						LN		146		6		false		            6             (Cross Examination Exhibit UAE 3 marked)				false

		3853						LN		146		7		false		            7   BY MR. DODGE:				false

		3854						LN		146		8		false		            8        Q.   Would you accept subject to check that Vectren				false

		3855						LN		146		9		false		            9   imposes a 15 percent daily tolerance requirement and then				false

		3856						LN		146		10		false		           10   cashes out imbalances if they're in excess of that				false

		3857						LN		146		11		false		           11   15 percent on a commodity basis?  Are you familiar with				false

		3858						LN		146		12		false		           12   that, with Vectren of Ohio?				false

		3859						LN		146		13		false		           13        A.   No.  I'm not familiar with -- I did a				false

		3860						LN		146		14		false		           14   management audit of Vectren Ohio something like 2006.				false

		3861						LN		146		15		false		           15   I don't know.  These tariffs, it looked like they were				false

		3862						LN		146		16		false		           16   approved in 2010.  So, I'm not familiar with --				false

		3863						LN		146		17		false		           17        Q.   (Overlapping voices).				false

		3864						LN		146		18		false		           18        A.   That's my estimate.  That's -- maybe a year or				false

		3865						LN		146		19		false		           19   two off.				false

		3866						LN		146		20		false		           20        Q.   If you accept, again subject to check, that				false

		3867						LN		146		21		false		           21   they impose a daily intolerance level like the company				false

		3868						LN		146		22		false		           22   here is proposing and then a consequence on top of				false

		3869						LN		146		23		false		           23   that -- and in this case it's a commodity cashout.				false

		3870						LN		146		24		false		           24             In the applicability provision of this tariff				false

		3871						LN		146		25		false		           25   dealing with nomination balancing, do you agree with me				false

		3872						PG		147		0		false		page 147				false

		3873						LN		147		1		false		            1   that it reads that for purposes of nomination and				false

		3874						LN		147		2		false		            2   balancing provisions, the term transporter shall mean				false

		3875						LN		147		3		false		            3   pool operator and non-pooling transportation customer?				false

		3876						LN		147		4		false		            4        A.   I'm sorry.  Where are you?				false

		3877						LN		147		5		false		            5        Q.   At the very top of this page under				false

		3878						LN		147		6		false		            6   applicability, the second sentence in that.  In other				false

		3879						LN		147		7		false		            7   words, for the balancing and nominating provisions of				false

		3880						LN		147		8		false		            8   Vectren, they define transporter as either the pool				false

		3881						LN		147		9		false		            9   operator or a non-pooling transportation customer.				false

		3882						LN		147		10		false		           10             Do you see what I'm referring to?				false

		3883						LN		147		11		false		           11        A.   I'm sorry.  Top paragraph?				false

		3884						LN		147		12		false		           12        Q.   Yeah.  Did I hand you the right page?				false

		3885						LN		147		13		false		           13   It says applicability at the very top?				false

		3886						LN		147		14		false		           14        A.   No.  I got Daily Balancing Provision.				false

		3887						LN		147		15		false		           15        Q.   Shoot.  I copied the wrong page.  I'm sorry.				false

		3888						LN		147		16		false		           16   That's my fault.  I'm sorry.  I'm going to hand you --				false

		3889						LN		147		17		false		           17   I apologize to the rest of you.  Maybe at a break I can				false

		3890						LN		147		18		false		           18   make copies.  I think I gave Mr. Wheelwright the wrong --				false

		3891						LN		147		19		false		           19   it got sided, this page.  The copy, I have it two sided.				false

		3892						LN		147		20		false		           20             With your indulgence, Mr. Chairman, I'll ask				false

		3893						LN		147		21		false		           21   him a question on it and then provide copies and we can				false

		3894						LN		147		22		false		           22   get them before cross-examination or further examination				false

		3895						LN		147		23		false		           23   if people want to.  But under the applicability at the				false

		3896						LN		147		24		false		           24   top of that page --				false

		3897						LN		147		25		false		           25        A.   I still -- I think I still have the wrong page.				false

		3898						PG		148		0		false		page 148				false

		3899						LN		148		1		false		            1             (Discussion off the record)				false

		3900						LN		148		2		false		            2   BY MR. DODGE:				false

		3901						LN		148		3		false		            3        Q.   Okay.  I'm going to hand you mine.  I'm sorry.				false

		3902						LN		148		4		false		            4   I've really messed this up.  I know I have a couple more				false

		3903						LN		148		5		false		            5   copies of it somewhere.				false

		3904						LN		148		6		false		            6             So, if you'll read the second paragraph under				false

		3905						LN		148		7		false		            7   the applicability sentence paragraph of that tariff.				false

		3906						LN		148		8		false		            8        A.   I've read it.				false

		3907						LN		148		9		false		            9        Q.   If you'd read it out loud, please.				false

		3908						LN		148		10		false		           10        A.   "For the purposes of these nomination and				false

		3909						LN		148		11		false		           11        balancing provisions only, the term transporter				false

		3910						LN		148		12		false		           12        shall mean pool operator and non-pooling				false

		3911						LN		148		13		false		           13        transportation customer."				false

		3912						LN		148		14		false		           14        Q.   Is it your understanding that Vectren of Ohio				false

		3913						LN		148		15		false		           15   allows pools?				false

		3914						LN		148		16		false		           16        A.   This is what the tariff would indicate.				false

		3915						LN		148		17		false		           17        Q.   And that the balancing and nomination				false

		3916						LN		148		18		false		           18   requirements are allowed at the pooling level if you're				false

		3917						LN		148		19		false		           19   a member of the pool?				false

		3918						LN		148		20		false		           20        A.   That's what the tariff says.				false

		3919						LN		148		21		false		           21        Q.   Now, I'm going to get this right eventually.				false

		3920						LN		148		22		false		           22             You testified I believe that another utility,				false

		3921						LN		148		23		false		           23   National Fuel, also has a daily imbalance requirement				false

		3922						LN		148		24		false		           24   for one of its schedules; is that right?				false

		3923						LN		148		25		false		           25        A.   Yes.				false

		3924						PG		149		0		false		page 149				false

		3925						LN		149		1		false		            1        Q.   And that's referred to as DTS or daily				false

		3926						LN		149		2		false		            2   transportation service?  Or is that -- I'm sorry.  That's				false

		3927						LN		149		3		false		            3   East Ohio.  Let's get it right.				false

		3928						LN		149		4		false		            4             DMT for daily metered transportation?				false

		3929						LN		149		5		false		            5        A.   Yes, that's right.				false

		3930						LN		149		6		false		            6        Q.   And another option is monthly metered				false

		3931						LN		149		7		false		            7   transportation; right?				false

		3932						LN		149		8		false		            8        A.   Yes, it is.				false

		3933						LN		149		9		false		            9        Q.   And I know you've testified a lot under --				false

		3934						LN		149		10		false		           10   in national Fuel proceedings; is that correct?				false

		3935						LN		149		11		false		           11        A.   Yes, I have.				false

		3936						LN		149		12		false		           12        Q.   So, you're probably more familiar with that				false

		3937						LN		149		13		false		           13   one.  But is it not the case there that if you're a				false

		3938						LN		149		14		false		           14   transportation customer, you can elect a monthly metered				false

		3939						LN		149		15		false		           15   service in which you pay a balancing charge on all				false

		3940						LN		149		16		false		           16   volumes you transport or you can elect a daily				false

		3941						LN		149		17		false		           17   transportation service, DMT, daily metered				false

		3942						LN		149		18		false		           18   transportation, in which you have a two-percent tolerance				false

		3943						LN		149		19		false		           19   on over deliveries?				false

		3944						LN		149		20		false		           20             Above that, it's cashed out on a commodity				false

		3945						LN		149		21		false		           21   level and a zero percent tolerance on under deliveries				false

		3946						LN		149		22		false		           22   and under deliveries are cashed out.				false

		3947						LN		149		23		false		           23             Is that relatively accurate?				false

		3948						LN		149		24		false		           24        A.   Yeah.  Those are the options that National Fuel				false

		3949						LN		149		25		false		           25   provides.				false

		3950						PG		150		0		false		page 150				false

		3951						LN		150		1		false		            1        Q.   And National Fuel does allow pooling; is that				false

		3952						LN		150		2		false		            2   right?				false

		3953						LN		150		3		false		            3        A.   Yes, they do.				false

		3954						LN		150		4		false		            4        Q.   And so, if I'm a member of a pool and my pool				false

		3955						LN		150		5		false		            5   chooses the daily metered transportation recognizing that				false

		3956						LN		150		6		false		            6   that's I think a rare schedule for customers to use with				false

		3957						LN		150		7		false		            7   National Fuel --				false

		3958						LN		150		8		false		            8        A.   I don't think it's rare.				false

		3959						LN		150		9		false		            9        Q.   Is it not rare?  Their Web site, I think				false

		3960						LN		150		10		false		           10   Mr. Higgins -- you read Mr. Higgins' testimony where he				false

		3961						LN		150		11		false		           11   cited on the Web site where it says few customers will				false

		3962						LN		150		12		false		           12   probably choose this option?				false

		3963						LN		150		13		false		           13        A.   The larger customers choose the option.				false

		3964						LN		150		14		false		           14        Q.   The larger?  For those, if they do DMT and they				false

		3965						LN		150		15		false		           15   do it through a pool, they are allowed to have those				false

		3966						LN		150		16		false		           16   imbalance restrictions imposed at the pool level;				false

		3967						LN		150		17		false		           17   correct?				false

		3968						LN		150		18		false		           18        A.   Correct.				false

		3969						LN		150		19		false		           19        Q.   Now, I at least -- I at least was unable to				false

		3970						LN		150		20		false		           20   find any other utility of all the ones you cited to,				false

		3971						LN		150		21		false		           21   that has a daily restriction with a consequence for				false

		3972						LN		150		22		false		           22   failure to -- for exceeding that restriction, period.				false

		3973						LN		150		23		false		           23   Those are the only three I found that had that with				false

		3974						LN		150		24		false		           24   one possible exception of East Ohio Gas.				false

		3975						LN		150		25		false		           25             Are you familiar with East Ohio?				false

		3976						PG		151		0		false		page 151				false

		3977						LN		151		1		false		            1        A.   Yes, I am.  I'm just trying to think if they				false

		3978						LN		151		2		false		            2   changed the name.  No.  It is East Ohio still.				false

		3979						LN		151		3		false		            3        Q.   Is it Dominion East Ohio or what --				false

		3980						LN		151		4		false		            4        A.   It used to be Dominion.				false

		3981						LN		151		5		false		            5        Q.   I think it may be Dominion East Ohio.				false

		3982						LN		151		6		false		            6             And is it consistent with your memory that				false

		3983						LN		151		7		false		            7   Dominion East Ohio or East Ohio Gas has an option rule				false

		3984						LN		151		8		false		            8   service for GTS or DTS, general or daily, one of which				false

		3985						LN		151		9		false		            9   has a charge on all volumes and you choose a tolerance				false

		3986						LN		151		10		false		           10   level, two percent, four perfect, six percent,				false

		3987						LN		151		11		false		           11   eight percent, and the charge is differentiated?				false

		3988						LN		151		12		false		           12             Are you familiar with that?				false

		3989						LN		151		13		false		           13        A.   Yes, I am.				false

		3990						LN		151		14		false		           14        Q.   Or you can choose daily where you're charged				false

		3991						LN		151		15		false		           15   only on all imbalances over five percent.				false

		3992						LN		151		16		false		           16             Are you familiar with the daily --				false

		3993						LN		151		17		false		           17        A.   Yes.				false

		3994						LN		151		18		false		           18        Q.   -- transportation?  So again, I would represent				false

		3995						LN		151		19		false		           19   to you that of all the ones that you've cited to -- and				false

		3996						LN		151		20		false		           20   I'll tell you, I spent hours reading them because these				false

		3997						LN		151		21		false		           21   tariffs are real fun to read.				false

		3998						LN		151		22		false		           22             Of all the ones that you showed us, those are				false

		3999						LN		151		23		false		           23   the only ones I found that use an approach like the				false

		4000						LN		151		24		false		           24   utility's proposing here where they impose a restriction				false

		4001						LN		151		25		false		           25   and then a consequence on top of that.  And everyone of				false

		4002						PG		152		0		false		page 152				false

		4003						LN		152		1		false		            1   them allowed that to be done at the pooling or an agent				false

		4004						LN		152		2		false		            2   level.  Do you have any reason to disagree with that?				false

		4005						LN		152		3		false		            3        A.   Well, I think we also brought up Delaware Power				false

		4006						LN		152		4		false		            4   and Light which provides zero balance -- zero tolerance				false

		4007						LN		152		5		false		            5   and assesses charges.				false

		4008						LN		152		6		false		            6        Q.   Well, that's just a charge on all volumes.				false

		4009						LN		152		7		false		            7        A.   No, it's not.				false

		4010						LN		152		8		false		            8        Q.   It's not a charge on all volumes?				false

		4011						LN		152		9		false		            9        A.   It only charges on imbalance.  They refer to it				false

		4012						LN		152		10		false		           10   as excess --				false

		4013						LN		152		11		false		           11        Q.   All imbalances.  Yes.  I'm sorry.  And in				false

		4014						LN		152		12		false		           12   Delaware, they allow aggregation and pooling; right?				false

		4015						LN		152		13		false		           13        A.   Yes, they do.				false

		4016						LN		152		14		false		           14        Q.   So, it would be a charge on the aggregated				false

		4017						LN		152		15		false		           15   pools imbalance, not on an individual customer?				false

		4018						LN		152		16		false		           16        A.   Yes.  The charge is assessed on the pool.				false

		4019						LN		152		17		false		           17        Q.   So, again, I've not located any utility in the				false

		4020						LN		152		18		false		           18   country that imposes a charge on imbalances greater than				false

		4021						LN		152		19		false		           19   a specified level, any kind of charges, that does not				false

		4022						LN		152		20		false		           20   also allow customers to choose a pool or an agent for				false

		4023						LN		152		21		false		           21   purposes of aggregating those imbalances for calculation				false

		4024						LN		152		22		false		           22   of penalty.  Are you familiar with one that we haven't				false

		4025						LN		152		23		false		           23   talked about?				false

		4026						LN		152		24		false		           24        A.   No, I'm not, but I have not gone and checked				false

		4027						LN		152		25		false		           25   every tariff that I'm aware of or company that I'm aware				false

		4028						PG		153		0		false		page 153				false

		4029						LN		153		1		false		            1   of.				false

		4030						LN		153		2		false		            2        Q.   It's true, is it not, Mr. Mierzwa, that many of				false

		4031						LN		153		3		false		            3   the utilities that you are familiar with and in which in				false

		4032						LN		153		4		false		            4   dockets of which you've testified that deal with charging				false

		4033						LN		153		5		false		            5   transportation customers for balancing services, that in				false

		4034						LN		153		6		false		            6   many of those, the LVC purchases upstream services both				false

		4035						LN		153		7		false		            7   for their transportation customers and for their general				false

		4036						LN		153		8		false		            8   service or their sales customers and then allocates the				false

		4037						LN		153		9		false		            9   costs among them in some manner.				false

		4038						LN		153		10		false		           10             Is that a fair statement?				false

		4039						LN		153		11		false		           11        A.   Some of them do that, yes.				false

		4040						LN		153		12		false		           12        Q.   Isn't that most of them that you've testified				false

		4041						LN		153		13		false		           13   about or that you indicated in your daily request				false

		4042						LN		153		14		false		           14   response?				false

		4043						LN		153		15		false		           15        A.   It's a fair percentage.  It's probably most but				false

		4044						LN		153		16		false		           16   I don't know if it's 50-50, 60-40.  Something like that.				false

		4045						LN		153		17		false		           17        Q.   And isn't true that in most of those cases,				false

		4046						LN		153		18		false		           18   the goal in -- the process in a rate case is to identify				false

		4047						LN		153		19		false		           19   the portion of the upstream services that were purchased				false

		4048						LN		153		20		false		           20   specifically for the transportation customers and				false

		4049						LN		153		21		false		           21   allocate those costs and other costs for the services				false

		4050						LN		153		22		false		           22   that were purchased for sales customers?				false

		4051						LN		153		23		false		           23        A.   Those costs -- those allocations are examined				false

		4052						LN		153		24		false		           24   at purchase cost -- purchase gas cost proceedings.				false

		4053						LN		153		25		false		           25        Q.   Right.  My point is -- well, let me not say				false

		4054						PG		154		0		false		page 154				false

		4055						LN		154		1		false		            1   that.  Isn't it accurate that in cases that you've				false

		4056						LN		154		2		false		            2   testified in on daily balancing charges, your testimony				false

		4057						LN		154		3		false		            3   is typically aimed at identifying those upstream services				false

		4058						LN		154		4		false		            4   that the LDC has specifically contracted for for the				false

		4059						LN		154		5		false		            5   benefit of transportation customers as opposed to other				false

		4060						LN		154		6		false		            6   customers and allocating those costs based on for whom				false

		4061						LN		154		7		false		            7   they were incurred?				false

		4062						LN		154		8		false		            8        A.   That's what I generally testify in balancing				false

		4063						LN		154		9		false		            9   charges, yes.				false

		4064						LN		154		10		false		           10             MR. DODGE:  And consistent with that, I'm going				false

		4065						LN		154		11		false		           11   to hand you one more exhibit that I'll ask to have				false

		4066						LN		154		12		false		           12   marked, if I may approach.				false

		4067						LN		154		13		false		           13             CHAIRMAN LAVAR:  Yes.				false

		4068						LN		154		14		false		           14             (Cross Examination Exhibit UAE 4 marked)				false

		4069						LN		154		15		false		           15   BY MR. DODGE:				false

		4070						LN		154		16		false		           16        Q.   I'll ask to have marked as Cross Examination				false

		4071						LN		154		17		false		           17   Exhibit UAE 4.  And I'll indicate that these are the				false

		4072						LN		154		18		false		           18   cover page and then one page out of the four pieces				false

		4073						LN		154		19		false		           19   of testimony that you provided to us in response to a				false

		4074						LN		154		20		false		           20   daily request, your testimony in various dockets.				false

		4075						LN		154		21		false		           21             And I'll ask you to turn -- and I hope yours				false

		4076						LN		154		22		false		           22   are in the same order mine are in.				false

		4077						LN		154		23		false		           23             The first page of mine is National Fuel,				false

		4078						LN		154		24		false		           24   your direct testimony March 6, 2015; is that correct?				false

		4079						LN		154		25		false		           25        A.   Yes, it is.				false

		4080						PG		155		0		false		page 155				false

		4081						LN		155		1		false		            1        Q.   Okay.  If you'll turn to the back which is				false

		4082						LN		155		2		false		            2   page five of your testimony, I'll read the first answer,				false

		4083						LN		155		3		false		            3   the Q on line two is:				false

		4084						LN		155		4		false		            4             "How does NFGD determine the amount of				false

		4085						LN		155		5		false		            5   interstate pipeline capacity to reserve?				false

		4086						LN		155		6		false		            6             Your answer was:				false

		4087						LN		155		7		false		            7             "NFGD reserves capacity sufficient to meet the				false

		4088						LN		155		8		false		            8        anticipated design day requirements of its PGC sales				false

		4089						LN		155		9		false		            9        customers, Choice transportation customers and the				false

		4090						LN		155		10		false		           10        balancing requirements of Monthly Metered				false

		4091						LN		155		11		false		           11        Transportation, ('MMT') and Daily Metered				false

		4092						LN		155		12		false		           12        Transportation ('DMT') customers."				false

		4093						LN		155		13		false		           13             I'm going to pause there and indicate again,				false

		4094						LN		155		14		false		           14   in this context, National Fuel expressly reserves				false

		4095						LN		155		15		false		           15   upstream capacity in order to provide balancing services				false

		4096						LN		155		16		false		           16   for all those transportation classes; right?				false

		4097						LN		155		17		false		           17        A.   Yes.  And that would be the capacity that the				false

		4098						LN		155		18		false		           18   transportation customers were using for balancing				false

		4099						LN		155		19		false		           19   service.				false

		4100						LN		155		20		false		           20        Q.   Right.  And they wouldn't have purchased them				false

		4101						LN		155		21		false		           21   if they didn't have those balancing requirements.  They				false

		4102						LN		155		22		false		           22   would have purchased less of those services; right?				false

		4103						LN		155		23		false		           23             In other words, they look at the design day				false

		4104						LN		155		24		false		           24   needs of all their customers and contract for that amount				false

		4105						LN		155		25		false		           25   of capacity, not just for the capacity needed for the				false

		4106						PG		156		0		false		page 156				false

		4107						LN		156		1		false		            1   design day of the gas supply customers; correct?				false

		4108						LN		156		2		false		            2        A.   That's correct.				false

		4109						LN		156		3		false		            3        Q.   If you'll turn the page, this is your direct				false

		4110						LN		156		4		false		            4   testimony, again, if it's in the right order, in				false

		4111						LN		156		5		false		            5   Chesapeake Utilities in Delaware, December 15, 2014.				false

		4112						LN		156		6		false		            6             If you'll turn to page eight of that, the top				false

		4113						LN		156		7		false		            7   question on that line six are there aspects of the				false

		4114						LN		156		8		false		            8   company's amended application with which you agree, you				false

		4115						LN		156		9		false		            9   start with:				false

		4116						LN		156		10		false		           10             "A, yes, I agree with Chesapeake's proposal				false

		4117						LN		156		11		false		           11        to release excess upstream pipeline capacity into				false

		4118						LN		156		12		false		           12        the open market."				false

		4119						LN		156		13		false		           13             And then it's the next sentence, two sentences,				false

		4120						LN		156		14		false		           14   that I want to focus on:				false

		4121						LN		156		15		false		           15             "I also agree with the Company's proposal				false

		4122						LN		156		16		false		           16        to assess GS, EGS, MVS, and EMVS transportation				false

		4123						LN		156		17		false		           17        customers a balancing charge.  This is appropriate				false

		4124						LN		156		18		false		           18        because the Company is required to maintain				false

		4125						LN		156		19		false		           19        interstate pipeline capacity to meet the design day				false

		4126						LN		156		20		false		           20        balancing requirements of these customers."				false

		4127						LN		156		21		false		           21             Now, my question is, that distinguishes,				false

		4128						LN		156		22		false		           22   like National Fuel, the one we just looked at -- this is				false

		4129						LN		156		23		false		           23   distinguished from the circumstance here where the				false

		4130						LN		156		24		false		           24   utility has testified it does not reserve any additional				false

		4131						LN		156		25		false		           25   upstream capacity in order to provide balancing services				false

		4132						PG		157		0		false		page 157				false

		4133						LN		157		1		false		            1   for these customers.				false

		4134						LN		157		2		false		            2             In other words, it has testified it would need				false

		4135						LN		157		3		false		            3   the same regardless.  It's just that it's there and being				false

		4136						LN		157		4		false		            4   used.  Do you agree that that's a distinguishing				false

		4137						LN		157		5		false		            5   characteristic between the Chesapeake situation and here?				false

		4138						LN		157		6		false		            6        A.   Yes, it is.  And it's still a service -- if the				false

		4139						LN		157		7		false		            7   company wasn't buying any additional capacity, they would				false

		4140						LN		157		8		false		            8   still be providing some sort of balancing service that				false

		4141						LN		157		9		false		            9   was being used by the transportation customers.				false

		4142						LN		157		10		false		           10        Q.   I understand that's the argument, but I'm				false

		4143						LN		157		11		false		           11   trying to point out your testimony where you supported				false

		4144						LN		157		12		false		           12   balancing charges.  At least all the ones I looked at				false

		4145						LN		157		13		false		           13   all are in the context of identifying a portion of the				false

		4146						LN		157		14		false		           14   upstream services purchased for the benefit of				false

		4147						LN		157		15		false		           15   transportation customers, not where they were all				false

		4148						LN		157		16		false		           16   purchased for the benefit of the GS but there's some gas				false

		4149						LN		157		17		false		           17   service customers but that there's some argument that				false

		4150						LN		157		18		false		           18   they are being used by them, so they ought, in fairness,				false

		4151						LN		157		19		false		           19   allocate them a charge.				false

		4152						LN		157		20		false		           20             You've never testified in a docket like that,				false

		4153						LN		157		21		false		           21   have you, other than this one?				false

		4154						LN		157		22		false		           22        A.   I don't recall.  I've not gone back and looked				false

		4155						LN		157		23		false		           23   at each one but I just don't recall ever doing so.				false

		4156						LN		157		24		false		           24        Q.   I can represent, of the ones you supplied me,				false

		4157						LN		157		25		false		           25   I couldn't find anything like that.  I found these where				false

		4158						PG		158		0		false		page 158				false

		4159						LN		158		1		false		            1   you're directly assigning the costs of services purchased				false

		4160						LN		158		2		false		            2   for transportation as opposed to coming up with a way to,				false

		4161						LN		158		3		false		            3   in fairness, charge someone for using the service				false

		4162						LN		158		4		false		            4   purchased for someone else.  I'll just quickly go through				false

		4163						LN		158		5		false		            5   the last two.  The last two are -- the next one, is it				false

		4164						LN		158		6		false		            6   pronounced UGI?  U-G-I?				false

		4165						LN		158		7		false		            7        A.   UGI.				false

		4166						LN		158		8		false		            8        Q.   UGI Utilities.  And this is in Pennsylvania,				false

		4167						LN		158		9		false		            9   March 1994.  If you'll turn to the testimony on the back,				false

		4168						LN		158		10		false		           10   page 19, you indicate, beginning on line five, this is a				false

		4169						LN		158		11		false		           11   slightly different issue beginning on -- the sentence				false

		4170						LN		158		12		false		           12   that begins on line five:				false

		4171						LN		158		13		false		           13             "UGI's larger interstate pipeline suppliers,				false

		4172						LN		158		14		false		           14        specifically Texas Eastern Transmission and				false

		4173						LN		158		15		false		           15        Transcontinental Gas Pipe Line, permit positive				false

		4174						LN		158		16		false		           16        and negative daily imbalance tolerances of				false

		4175						LN		158		17		false		           17        10 percent for basic transcription service.				false

		4176						LN		158		18		false		           18             "Therefore, positive daily imbalance tolerances				false

		4177						LN		158		19		false		           19        on the UGI system should be limited to 10 percent,				false

		4178						LN		158		20		false		           20        and a penalty assessed for positive imbalances				false

		4179						LN		158		21		false		           21        which exceed 10 percent.				false

		4180						LN		158		22		false		           22             "This would result in the imposition of the				false

		4181						LN		158		23		false		           23        same balancing requirements on UGI's transportation				false

		4182						LN		158		24		false		           24        customers as is placed on UGI by its interstate				false

		4183						LN		158		25		false		           25        pipeline suppliers."				false

		4184						PG		159		0		false		page 159				false

		4185						LN		159		1		false		            1             Did I read that correctly?				false

		4186						LN		159		2		false		            2        A.   Yes, you did.				false

		4187						LN		159		3		false		            3        Q.   Now, in that context, because the upstream				false

		4188						LN		159		4		false		            4   pipeline imposed a ten percent tolerance, you suggested				false

		4189						LN		159		5		false		            5   that the charges should be imposed on the balances				false

		4190						LN		159		6		false		            6   in excess of ten percent; correct?				false

		4191						LN		159		7		false		            7        A.   Yeah.  This testimony was 1994.  It was 20				false

		4192						LN		159		8		false		            8   years ago, but I think in this situation, I don't believe				false

		4193						LN		159		9		false		            9   the utility was assessed any charges from the interstate				false

		4194						LN		159		10		false		           10   pipeline for any, you know, once you exceed the				false

		4195						LN		159		11		false		           11   imbalance.  And this -- and no-notice service kicks in				false

		4196						LN		159		12		false		           12   right away on Questar.  I don't believe that it was the				false

		4197						LN		159		13		false		           13   case for UGI.				false

		4198						LN		159		14		false		           14        Q.   They may not have had no notice is what you're				false

		4199						LN		159		15		false		           15   saying?				false

		4200						LN		159		16		false		           16        A.   No.  I'm saying there was no charge for --				false

		4201						LN		159		17		false		           17   the utility didn't start incurring charges at --				false

		4202						LN		159		18		false		           18   imbalance for one dekatherm.				false

		4203						LN		159		19		false		           19        Q.   Well, and nor do they on Questar Pipeline if				false

		4204						LN		159		20		false		           20   you're transportation customers.  There's a five percent				false

		4205						LN		159		21		false		           21   intolerance; right?				false

		4206						LN		159		22		false		           22        A.   If you're a direct customer.				false

		4207						LN		159		23		false		           23        Q.   Yes.  So, wouldn't that be consistent with your				false

		4208						LN		159		24		false		           24   testimony in '94 -- and the principles stay the same even				false

		4209						LN		159		25		false		           25   though it's many years ago, that because Questar Pipeline				false

		4210						PG		160		0		false		page 160				false

		4211						LN		160		1		false		            1   allows a five percent tolerance, the penalties ought to				false

		4212						LN		160		2		false		            2   be imposed only for imbalances in excess of that.				false

		4213						LN		160		3		false		            3        A.   Well, again, this is 20 years ago, and I don't				false

		4214						LN		160		4		false		            4   think the utility incurred any charges which is different				false

		4215						LN		160		5		false		            5   than here.				false

		4216						LN		160		6		false		            6        Q.   Nor do they here for transportation customers.				false

		4217						LN		160		7		false		            7   They buy that, all of the no notice for sales customers.				false

		4218						LN		160		8		false		            8        A.   No.  But the utility is assessed a charge				false

		4219						LN		160		9		false		            9   if the transportation customer's out of balance.				false

		4220						LN		160		10		false		           10        Q.   Not if it's the first five percent if it's on				false

		4221						LN		160		11		false		           11   an individual customer basis.				false

		4222						LN		160		12		false		           12        A.   No.  I'm talking about the utility being				false

		4223						LN		160		13		false		           13   assessed the charge.				false

		4224						LN		160		14		false		           14             MS. CLARK:  I'm going to object to the				false

		4225						LN		160		15		false		           15   underlying supposition to the question because I think				false

		4226						LN		160		16		false		           16   it mischaracterizations testimony given earlier today.				false

		4227						LN		160		17		false		           17   BY MR. DODGE:				false

		4228						LN		160		18		false		           18        Q.   Okay.  I'll move on.  The next page is your				false

		4229						LN		160		19		false		           19   testimony in 2010, Equitable Gas Company, also				false

		4230						LN		160		20		false		           20   Pennsylvania; right?  And again, on the question				false

		4231						LN		160		21		false		           21   on line 15, page five was:				false

		4232						LN		160		22		false		           22             "Does Equitable reserve pipeline capacity				false

		4233						LN		160		23		false		           23        to meet the requirements of all of its customers?"				false

		4234						LN		160		24		false		           24             You're your answer was:				false

		4235						LN		160		25		false		           25             "No.  Equitable reserves sufficient capacity				false

		4236						PG		161		0		false		page 161				false

		4237						LN		161		1		false		            1        to meet the design peak day requirements of its				false

		4238						LN		161		2		false		            2        PGC sales customers and small transportation				false

		4239						LN		161		3		false		            3        customers participating in the Company's				false

		4240						LN		161		4		false		            4        customer choice program."				false

		4241						LN		161		5		false		            5             That's where customers can then be				false

		4242						LN		161		6		false		            6   transportation customers in a pool; correct?				false

		4243						LN		161		7		false		            7   Customer choice.  They get to choose their supplier?				false

		4244						LN		161		8		false		            8        A.   A customer choice program is a program where				false

		4245						LN		161		9		false		            9   residential customers become transportation customers.				false

		4246						LN		161		10		false		           10        Q.   That's what I mean.  That's what I was trying				false

		4247						LN		161		11		false		           11   to say.  They get to join the pool and choose their				false

		4248						LN		161		12		false		           12   supplier; right?				false

		4249						LN		161		13		false		           13        A.   They don't join a pool.  They select a				false

		4250						LN		161		14		false		           14   supplier.  The supplier is the pooling agent.				false

		4251						LN		161		15		false		           15        Q.   Right.  Yeah.  It is a pool; right?				false

		4252						LN		161		16		false		           16             The customer --				false

		4253						LN		161		17		false		           17        A.   The customer doesn't select the pool.				false

		4254						LN		161		18		false		           18   The customer selects the supplier.				false

		4255						LN		161		19		false		           19        Q.   They select the supplier and the supplier				false

		4256						LN		161		20		false		           20   is the pool?				false

		4257						LN		161		21		false		           21        A.   Right.				false

		4258						LN		161		22		false		           22        Q.   And then it goes on:				false

		4259						LN		161		23		false		           23             "Larger transportation customers are generally				false

		4260						LN		161		24		false		           24        responsible for securing their own capacity;				false

		4261						LN		161		25		false		           25        however, Equitable does reserve capacity to meet				false

		4262						PG		162		0		false		page 162				false

		4263						LN		162		1		false		            1        the balancing and standby service requirements				false

		4264						LN		162		2		false		            2        of larger transportation customers."				false

		4265						LN		162		3		false		            3             So, you go on to say, even though they're				false

		4266						LN		162		4		false		            4   responsible for their own transportation which is the				false

		4267						LN		162		5		false		            5   same situation in Utah, that they should be assigned some				false

		4268						LN		162		6		false		            6   charges because Equitable reserves capacity specifically				false

		4269						LN		162		7		false		            7   to meet their needs in terms of standby imbalancing.				false

		4270						LN		162		8		false		            8             Again, the question I'm asking is, you				false

		4271						LN		162		9		false		            9   acknowledge, do you not, that those circumstances are				false

		4272						LN		162		10		false		           10   different than here where the company has testified				false

		4273						LN		162		11		false		           11   it would reserve the exact same amount of no notice,				false

		4274						LN		162		12		false		           12   storage, and transportation capacity for its sales				false

		4275						LN		162		13		false		           13   customers even if they had not one transportation				false

		4276						LN		162		14		false		           14   customers?				false

		4277						LN		162		15		false		           15        A.   Yes.  The circumstances are different.				false

		4278						LN		162		16		false		           16   Questar does not reserve capacity for transportation				false

		4279						LN		162		17		false		           17   customers.				false

		4280						LN		162		18		false		           18        Q.   So, maybe a different analysis on the fairness				false

		4281						LN		162		19		false		           19   of a rate ought to be employed, don't you think, than				false

		4282						LN		162		20		false		           20   what you might do in the typical cost allocation?				false

		4283						LN		162		21		false		           21        A.   Well, I've not assigned a specific package of				false

		4284						LN		162		22		false		           22   capacity to transportation customers in this proceeding.				false

		4285						LN		162		23		false		           23        Q.   And then lastly, Mr. Mierzwa, on lines 69 and				false

		4286						LN		162		24		false		           24   70 of your surrebuttal, and you can turn there if you'd				false

		4287						LN		162		25		false		           25   like.  I said that -- actually, I'm going to ask one				false

		4288						PG		163		0		false		page 163				false

		4289						LN		163		1		false		            1   question before that and if I've already asked it and				false

		4290						LN		163		2		false		            2   you've answered it, feel free to tell me because				false

		4291						LN		163		3		false		            3   I honestly don't remember.				false

		4292						LN		163		4		false		            4             Of the utilities you are familiar with that				false

		4293						LN		163		5		false		            5   assess some kind of a balancing charge to transportation				false

		4294						LN		163		6		false		            6   customers, is it a fair statement that virtually all of				false

		4295						LN		163		7		false		            7   them allow pooling for nomination, balancing, and other				false

		4296						LN		163		8		false		            8   purposes?				false

		4297						LN		163		9		false		            9        A.   Yes.  Most of them allow pooling.				false

		4298						LN		163		10		false		           10        Q.   Okay.  Now, back to the question I was going				false

		4299						LN		163		11		false		           11   to ask.  Are you advocating in lines 69 and 70 that the				false

		4300						LN		163		12		false		           12   commission impose a charge now even if it may be too high				false

		4301						LN		163		13		false		           13   to make up for what you think is the failure to charge				false

		4302						LN		163		14		false		           14   in the past, failure to charge for these services				false

		4303						LN		163		15		false		           15   in the past?				false

		4304						LN		163		16		false		           16        A.   That would not be unreasonable.				false

		4305						LN		163		17		false		           17        Q.   Do you in states you've testified in not have a				false

		4306						LN		163		18		false		           18   concept of retroactive ratemaking?				false

		4307						LN		163		19		false		           19        A.   It's not retroactive ratemaking.  The charges				false

		4308						LN		163		20		false		           20   would not be assessed on past usage which is what				false

		4309						LN		163		21		false		           21   retroactive ratemaking entails.  Retroactive ratemaking				false

		4310						LN		163		22		false		           22   is not based on future activity.				false

		4311						LN		163		23		false		           23        Q.   I'm not going to get into a legal argument				false

		4312						LN		163		24		false		           24   with you because you're not a lawyer; right?				false

		4313						LN		163		25		false		           25        A.   No, I'm not.				false

		4314						PG		164		0		false		page 164				false

		4315						LN		164		1		false		            1        Q.   And you're probably not familiar with law,				false

		4316						LN		164		2		false		            2   but is it your position that retroactive ratemaking only				false

		4317						LN		164		3		false		            3   applies, your understanding, when you charge for				false

		4318						LN		164		4		false		            4   future -- for past uses without charging it into the				false

		4319						LN		164		5		false		            5   future?  I mean, I'm trying to understand what you're				false

		4320						LN		164		6		false		            6   saying.  If someone says, gosh, we should have charged				false

		4321						LN		164		7		false		            7   you a hundred dollars more last year, so we're going				false

		4322						LN		164		8		false		            8   to charge it on your future dekatherms, to you,				false

		4323						LN		164		9		false		            9   is that not retroactive ratemaking?				false

		4324						LN		164		10		false		           10        A.   Not if the FERC level which is where they dealt				false

		4325						LN		164		11		false		           11   with retroactive ratemaking was dealt with at FERC for				false

		4326						LN		164		12		false		           12   take or pay and where before Order 636 companies did not				false

		4327						LN		164		13		false		           13   purchase the gas from the suppliers that they had				false

		4328						LN		164		14		false		           14   promised to purchase and incurred minimum bill charges				false

		4329						LN		164		15		false		           15   and companies were trying to assess utilities based on				false

		4330						LN		164		16		false		           16   their failure to buy gas from the pipeline which would				false

		4331						LN		164		17		false		           17   have been considered retroactive ratemaking charges where				false

		4332						LN		164		18		false		           18   the take-or-pay charges were then collected in the future				false

		4333						LN		164		19		false		           19   from those customers but not based on past usage but				false

		4334						LN		164		20		false		           20   current usage.				false

		4335						LN		164		21		false		           21        Q.   But without debating the point, is it fair to				false

		4336						LN		164		22		false		           22   say, you're not familiar with whether the state of Utah				false

		4337						LN		164		23		false		           23   may have -- the Supreme Court of Utah or this Commission				false

		4338						LN		164		24		false		           24   may have a retroactive ratemaking prohibition that may				false

		4339						LN		164		25		false		           25   differ from that?  You wouldn't know; I take it?				false

		4340						PG		165		0		false		page 165				false

		4341						LN		165		1		false		            1        A.   I would not know.				false

		4342						LN		165		2		false		            2             MR. DODGE:  Thank you.  I have no further				false

		4343						LN		165		3		false		            3   questions.				false

		4344						LN		165		4		false		            4             CHAIRMAN LAVAR:  Mr. Cook?				false

		4345						LN		165		5		false		            5             MR. COOK:  No questions.				false

		4346						LN		165		6		false		            6             CHAIRMAN LAVAR:  Mr. Williams?				false

		4347						LN		165		7		false		            7             MR. WILLIAMS:  No questions.				false

		4348						LN		165		8		false		            8             CHAIRMAN LAVAR:  Mr. Olsen?				false

		4349						LN		165		9		false		            9             MR. OLSEN:  We have nothing further.				false

		4350						LN		165		10		false		           10             CHAIRMAN LAVAR:  Nothing further?  Okay.				false

		4351						LN		165		11		false		           11             Commissioner White?				false

		4352						LN		165		12		false		           12             COMMISSIONER WHITE:  No.				false

		4353						LN		165		13		false		           13             CHAIRMAN LAVAR:  Commissioner Clark?				false

		4354						LN		165		14		false		           14             COMMISSIONER CLARK:  No questions.				false

		4355						LN		165		15		false		           15                         EXAMINATION				false

		4356						LN		165		16		false		           16   BY CHAIRMAN LAVAR:				false

		4357						LN		165		17		false		           17        Q.   I have one.  I think this is a different				false

		4358						LN		165		18		false		           18   question than Mr. Dodge was just asking.				false

		4359						LN		165		19		false		           19             Looking at that same section of your				false

		4360						LN		165		20		false		           20   surrebuttal, is it your testimony that the rate proposed				false

		4361						LN		165		21		false		           21   in this docket would compensate for previous years of				false

		4362						LN		165		22		false		           22   inequitable recovery?				false

		4363						LN		165		23		false		           23        A.   No, I'm not.				false

		4364						LN		165		24		false		           24             CHAIRMAN LAVAR:  Okay.  Thank you.				false

		4365						LN		165		25		false		           25             Anything else, Mr. Olsen?				false

		4366						PG		166		0		false		page 166				false

		4367						LN		166		1		false		            1             MR. OLSEN:  We have no further witnesses,				false

		4368						LN		166		2		false		            2   Your Honor.				false

		4369						LN		166		3		false		            3             CHAIRMAN LAVAR:  Okay.  Ms. Schmid?				false

		4370						LN		166		4		false		            4             MS. SCHMID:  The Division would like to call				false

		4371						LN		166		5		false		            5   its witness, Mr. Douglas Wheelwright.				false

		4372						LN		166		6		false		            6             Could he please be sworn?				false

		4373						LN		166		7		false		            7             MR. DODGE:  Mr. Chairman, if I failed to,				false

		4374						LN		166		8		false		            8   I should move the admission of those cross-examination				false

		4375						LN		166		9		false		            9   exhibits.  I think I did the first one.  I may have				false

		4376						LN		166		10		false		           10   forgotten the next two.				false

		4377						LN		166		11		false		           11             CHAIRMAN LAVAR:  Yes.  Well, I'm not sure we				false

		4378						LN		166		12		false		           12   have in our possession number three.				false

		4379						LN		166		13		false		           13             MR. DODGE:  Oh.  I can get that for you.				false

		4380						LN		166		14		false		           14             CHAIRMAN LAVAR:  Okay.  But did you want to				false

		4381						LN		166		15		false		           15   move for number four?				false

		4382						LN		166		16		false		           16             MR. DODGE:  Yes.  I'd move for number four.				false

		4383						LN		166		17		false		           17             CHAIRMAN LAVAR:  Any objections?				false

		4384						LN		166		18		false		           18             MS. SCHMID:  None.				false

		4385						LN		166		19		false		           19             MS. CLARK:  No objection.				false

		4386						LN		166		20		false		           20             CHAIRMAN LAVAR:  Okay.  It's entered.				false

		4387						LN		166		21		false		           21   Thank you.				false

		4388						LN		166		22		false		           22             (Cross Examination Exhibit UAE 4 admitted)				false

		4389						LN		166		23		false		           23             CHAIRMAN LAVAR:  Mr. Wheelwright, do you swear				false

		4390						LN		166		24		false		           24   to tell the truth?				false

		4391						LN		166		25		false		           25             THE WITNESS:  Yes, I do.				false

		4392						PG		167		0		false		page 167				false

		4393						LN		167		1		false		            1             CHAIRMAN LAVAR:  Thank you.				false

		4394						LN		167		2		false		            2                   DOUGLAS D. WHEELWRIGHT,				false

		4395						LN		167		3		false		            3               having first been duly sworn, was				false

		4396						LN		167		4		false		            4               examined and testified as follows:				false

		4397						LN		167		5		false		            5                      DIRECT EXAMINATION				false

		4398						LN		167		6		false		            6   BY MS. SCHMID:				false

		4399						LN		167		7		false		            7        Q.   Good afternoon.				false

		4400						LN		167		8		false		            8        A.   Good afternoon.				false

		4401						LN		167		9		false		            9        Q.   Could you please state your full name,				false

		4402						LN		167		10		false		           10   employer, title, and business address for the record?				false

		4403						LN		167		11		false		           11        A.   Yes.  My name is Douglas D. Wheelwright.				false

		4404						LN		167		12		false		           12   I'm employed by the Division of Public Utilities as a				false

		4405						LN		167		13		false		           13   technical consultant.  My business address is 160 East				false

		4406						LN		167		14		false		           14   300 South here in Salt Lake City.				false

		4407						LN		167		15		false		           15        Q.   On behalf of the Division in connection with				false

		4408						LN		167		16		false		           16   your employment, have you participated in this docket?				false

		4409						LN		167		17		false		           17        A.   Yes, I have.				false

		4410						LN		167		18		false		           18        Q.   Could you please briefly describe your				false

		4411						LN		167		19		false		           19   participation?				false

		4412						LN		167		20		false		           20        A.   I've reviewed the information as filed by the				false

		4413						LN		167		21		false		           21   Company and the testimony of the intervening parties.				false

		4414						LN		167		22		false		           22        Q.   Did you also prepare or cause to be prepared				false

		4415						LN		167		23		false		           23   under your direction which has been premarked as				false

		4416						LN		167		24		false		           24   DPU Exhibit 1.0D the prefiled -- your direct prefiled				false

		4417						LN		167		25		false		           25   testimony?  And that was filed on July 2nd, 2015;				false

		4418						PG		168		0		false		page 168				false

		4419						LN		168		1		false		            1             And also your surrebuttal testimony marked for				false

		4420						LN		168		2		false		            2   identification as DPU Exhibit 1.0SR and that was filed				false

		4421						LN		168		3		false		            3   on August 14th, 2015?				false

		4422						LN		168		4		false		            4        A.   Yes, I did.				false

		4423						LN		168		5		false		            5        Q.   Do you have any changes or directions				false

		4424						LN		168		6		false		            6   corrections?				false

		4425						LN		168		7		false		            7        A.   No, I don't.				false

		4426						LN		168		8		false		            8        Q.   If I were to ask you the same questions as are				false

		4427						LN		168		9		false		            9   in your testimonies today, would your answers be the				false

		4428						LN		168		10		false		           10   same?				false

		4429						LN		168		11		false		           11        A.   Yes, they would.				false

		4430						LN		168		12		false		           12        Q.   Do you have a summary to present?				false

		4431						LN		168		13		false		           13        A.   Yes, I do.				false

		4432						LN		168		14		false		           14             MS. SCHMID:  But before we go to there, I'd				false

		4433						LN		168		15		false		           15   like to move for the admission of DPU Exhibit 1.0D and				false

		4434						LN		168		16		false		           16   DPU Exhibit 1.0SR and any exhibits attached thereto.				false

		4435						LN		168		17		false		           17             CHAIRMAN LAVAR:  Any objection from any party?				false

		4436						LN		168		18		false		           18             (No verbal response)				false

		4437						LN		168		19		false		           19             CHAIRMAN LAVAR:  They're admitted.				false

		4438						LN		168		20		false		           20   Thank you.				false

		4439						LN		168		21		false		           21             (DPU Exhibit 1.0D and DPU Exhibit 1.0SR				false

		4440						LN		168		22		false		           22   marked and admitted)				false

		4441						LN		168		23		false		           23   BY MS. SCHMID:				false

		4442						LN		168		24		false		           24        Q.   Please proceed.				false

		4443						LN		168		25		false		           25        A.   Good afternoon, commissioners.				false

		4444						PG		169		0		false		page 169				false

		4445						LN		169		1		false		            1             In the company's filing, there are two main				false

		4446						LN		169		2		false		            2   objectives to consider in this docket.  First, the				false

		4447						LN		169		3		false		            3   Company is seeking to assign costs to transportation				false

		4448						LN		169		4		false		            4   customers for the supplier non-gas services that are used				false

		4449						LN		169		5		false		            5   on the Questar Gas system.				false

		4450						LN		169		6		false		            6             Second, the Company would like to improve the				false

		4451						LN		169		7		false		            7   nomination process so the gas nominations for each				false

		4452						LN		169		8		false		            8   customer are more closely aligned with the actual usage.				false

		4453						LN		169		9		false		            9             Issues surrounding the proper the nomination of				false

		4454						LN		169		10		false		           10   natural gas by transportation customers and their agents				false

		4455						LN		169		11		false		           11   has been a concern in previous dockets and continues				false

		4456						LN		169		12		false		           12   to be a concern to the Company.				false

		4457						LN		169		13		false		           13             There are approximately 300 customers that have				false

		4458						LN		169		14		false		           14   chosen to contract for transportation services.  While				false

		4459						LN		169		15		false		           15   the number of transportation customers is relatively				false

		4460						LN		169		16		false		           16   small, the volume of gas used by these customers				false

		4461						LN		169		17		false		           17   represents approximately 25 percent of the total annual				false

		4462						LN		169		18		false		           18   volume on the Questar Gas system with volumes heavily				false

		4463						LN		169		19		false		           19   weighted toward the larger customers.				false

		4464						LN		169		20		false		           20             Small customers in this class have an annual				false

		4465						LN		169		21		false		           21   usage as low as 2500 dekatherms per year, while the				false

		4466						LN		169		22		false		           22   largest customer uses 6.6 million dekatherms per year.				false

		4467						LN		169		23		false		           23             The ten largest customers account for				false

		4468						LN		169		24		false		           24   approximately 58 percent of the total volume and the				false

		4469						LN		169		25		false		           25   largest 40 customers represent approximately 80 percent				false

		4470						PG		170		0		false		page 170				false

		4471						LN		170		1		false		            1   of the transportation volume.				false

		4472						LN		170		2		false		            2             The remaining 260 customers in this class				false

		4473						LN		170		3		false		            3   represent only 20 percent of the total volume.				false

		4474						LN		170		4		false		            4             The Company is asking for Commission approval				false

		4475						LN		170		5		false		            5   to allocate approximately $1.7 million in SNG costs to				false

		4476						LN		170		6		false		            6   the customers using transportation services.  The 1.7				false

		4477						LN		170		7		false		            7   million does not appear to be excessive given the large				false

		4478						LN		170		8		false		            8   volume of gas that transportation customers bring to the				false

		4479						LN		170		9		false		            9   Questar system and the use of these balancing services.				false

		4480						LN		170		10		false		           10             If Commission finds that the allocation of				false

		4481						LN		170		11		false		           11   these costs to transportation customers is appropriate,				false

		4482						LN		170		12		false		           12   the next question is whether to collect this charge				false

		4483						LN		170		13		false		           13   through a flat volumetric rate on all transportation				false

		4484						LN		170		14		false		           14   customers or through the allocation process proposed				false

		4485						LN		170		15		false		           15   by the Company.  Both options will collect the same				false

		4486						LN		170		16		false		           16   amount but the impact to individual customers is				false

		4487						LN		170		17		false		           17   quite different.				false

		4488						LN		170		18		false		           18             Large volume customers will be allocated a				false

		4489						LN		170		19		false		           19   greater portion of the charge under the flat volumetric				false

		4490						LN		170		20		false		           20   rate while smaller customers will be allocated a greater				false

		4491						LN		170		21		false		           21   portion of the charge under the Company's proposed				false

		4492						LN		170		22		false		           22   calculation.				false

		4493						LN		170		23		false		           23             The second stated goal is to approve the				false

		4494						LN		170		24		false		           24   accuracy of the nomination process.  The nomination				false

		4495						LN		170		25		false		           25   process requires each customer or each customer's agent				false

		4496						PG		171		0		false		page 171				false

		4497						LN		171		1		false		            1   to estimate and schedule the amount of gas to be needed				false

		4498						LN		171		2		false		            2   in advance of the actual burn day.				false

		4499						LN		171		3		false		            3             Realtime factors such as weather conditions				false

		4500						LN		171		4		false		            4   or manufacturing changes can impact the accuracy of the				false

		4501						LN		171		5		false		            5   forecast requirement.  While the nominations are				false

		4502						LN		171		6		false		            6   estimated in advance, the actual measurement of the				false

		4503						LN		171		7		false		            7   volume used or the gas measured at the meter is not				false

		4504						LN		171		8		false		            8   available from the Company until at least one day				false

		4505						LN		171		9		false		            9   after the gas has already been used.				false

		4506						LN		171		10		false		           10             This process of bringing gas to the Questar Gas				false

		4507						LN		171		11		false		           11   system based on estimated usage will always have some				false

		4508						LN		171		12		false		           12   degree of error and will require some degree of				false

		4509						LN		171		13		false		           13   allowance.  Based on the Division's review of the				false

		4510						LN		171		14		false		           14   historical nomination and usage information, it is				false

		4511						LN		171		15		false		           15   apparent that in many instances the daily nominations				false

		4512						LN		171		16		false		           16   do not match the actual usage amounts on an individual				false

		4513						LN		171		17		false		           17   customer basis.				false

		4514						LN		171		18		false		           18             In many cases, marketing companies appear to be				false

		4515						LN		171		19		false		           19   entering nominations at the marketing company level or				false

		4516						LN		171		20		false		           20   adjusting the nominations for one customer in order to				false

		4517						LN		171		21		false		           21   balance the nominations and usage for multiple customers.				false

		4518						LN		171		22		false		           22             One possible remedy to improve the nomination				false

		4519						LN		171		23		false		           23   process would be to better utilize the provisions already				false

		4520						LN		171		24		false		           24   included in the company's tariff.				false

		4521						LN		171		25		false		           25             Section 5.09 of the company's tariff currently				false

		4522						PG		172		0		false		page 172				false

		4523						LN		172		1		false		            1   identifies a plus or minus five percent as the daily				false

		4524						LN		172		2		false		            2   imbalance tolerance window for each customer nomination.				false

		4525						LN		172		3		false		            3             If nominations are outside the allowed				false

		4526						LN		172		4		false		            4   tolerance, the existing tariff allows the Company to				false

		4527						LN		172		5		false		            5   impose restrictions.  These restrictions may be applied				false

		4528						LN		172		6		false		            6   on a system-wide basis, a nominating-party by				false

		4529						LN		172		7		false		            7   nominating-party basis, a customer-by-customer basis,				false

		4530						LN		172		8		false		            8   or on a geographic area basis.				false

		4531						LN		172		9		false		            9             It is the Division's recommendation that the				false

		4532						LN		172		10		false		           10   existing tariff could be better utilized to identify				false

		4533						LN		172		11		false		           11   and possibly restrict individual customers or marketing				false

		4534						LN		172		12		false		           12   companies that may not be in compliance with the allowed				false
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		4779						LN		181		23		false		           23   and Mr. Williams, do the three of you have a consensus				false

		4780						LN		181		24		false		           24   for order of remaining witness?				false

		4781						LN		181		25		false		           25             MR. DODGE:  We do.  I think we were going to				false

		4782						PG		182		0		false		page 182				false

		4783						LN		182		1		false		            1   start with Mr. McGarvey with Summit and then we will go				false

		4784						LN		182		2		false		            2   to Mr. Medura from CIMA.  And after that, we have Jeff				false

		4785						LN		182		3		false		            3   Fishman and Kevin Higgins.  But at about 4:15, I'd like				false

		4786						LN		182		4		false		            4   to do Mr. Swenson, however that fits into that order.				false

		4787						LN		182		5		false		            5             CHAIRMAN LAVAR:  Okay.  We'll go forward that				false

		4788						LN		182		6		false		            6   way.  Mr. Williams?				false

		4789						LN		182		7		false		            7             MR. WILLIAMS:  I'd like to call Mr. McGarvey.				false

		4790						LN		182		8		false		            8             CHAIRMAN LAVAR:  Mr. McGarvey, do you swear				false

		4791						LN		182		9		false		            9   to tell the truth?				false

		4792						LN		182		10		false		           10             THE WITNESS:  I do.				false

		4793						LN		182		11		false		           11             CHAIRMAN LAVAR:  Thank you.				false

		4794						LN		182		12		false		           12                     MICHAEL R. MCGARVEY,				false

		4795						LN		182		13		false		           13               having first been duly sworn, was				false

		4796						LN		182		14		false		           14               examined and testified as follows:				false

		4797						LN		182		15		false		           15                      DIRECT EXAMINATION				false

		4798						LN		182		16		false		           16   BY MR. WILLIAMS:				false

		4799						LN		182		17		false		           17        Q.   Mr. McGarvey, can you please identify yourself				false

		4800						LN		182		18		false		           18   and spell your last name?				false

		4801						LN		182		19		false		           19        A.   My name is Michael Ryan McGarvey,				false

		4802						LN		182		20		false		           20   M-c-G-a-r-v-e-y.				false

		4803						LN		182		21		false		           21        Q.   Thank you.  And are you hear in a				false

		4804						LN		182		22		false		           22   representative capacity?				false

		4805						LN		182		23		false		           23        A.   I am.  I'm here representing Summit Energy.				false

		4806						LN		182		24		false		           24        Q.   And what is the address for Summit Energy?				false

		4807						LN		182		25		false		           25        A.   90 South Fourth West in Salt Lake City, Utah.				false

		4808						PG		183		0		false		page 183				false

		4809						LN		183		1		false		            1        Q.   Thank you.  And what is your position there?				false

		4810						LN		183		2		false		            2        A.   My position is to contest Questar Gas's				false

		4811						LN		183		3		false		            3   proposal.				false

		4812						LN		183		4		false		            4        Q.   No.  As far as your job.				false

		4813						LN		183		5		false		            5        A.   Oh.  My job.  I am the director of natural gas				false

		4814						LN		183		6		false		            6   trading and marketing for Summit Energy.				false

		4815						LN		183		7		false		            7        Q.   All right.  Thank you.				false

		4816						LN		183		8		false		            8             Directing your attention to the direct				false

		4817						LN		183		9		false		            9   testimony and the surrebuttal testimony that was filed				false

		4818						LN		183		10		false		           10   on your behalf, are you familiar with those?				false

		4819						LN		183		11		false		           11        A.   I am.				false

		4820						LN		183		12		false		           12        Q.   Were you instrumental in the preparation?				false

		4821						LN		183		13		false		           13   Were they prepared by you or under your direction?				false

		4822						LN		183		14		false		           14        A.   Yes.				false

		4823						LN		183		15		false		           15        Q.   And if you were asked the same questions that				false

		4824						LN		183		16		false		           16   are contained in those documents today, would the answers				false

		4825						LN		183		17		false		           17   still be the same?				false

		4826						LN		183		18		false		           18        A.   Yes.				false

		4827						LN		183		19		false		           19             MR. WILLIAMS:  I propose that the direct				false

		4828						LN		183		20		false		           20   testimony, surrebuttal testimony of Mike McGarvey				false

		4829						LN		183		21		false		           21   be admitted.				false

		4830						LN		183		22		false		           22             CHAIRMAN LAVAR:  Any objections from any party?				false

		4831						LN		183		23		false		           23             MS. SCHMID:  None from the Division.				false

		4832						LN		183		24		false		           24             MR. OLSEN:  No objections subject to our				false

		4833						LN		183		25		false		           25   original --				false

		4834						PG		184		0		false		page 184				false

		4835						LN		184		1		false		            1             CHAIRMAN LAVAR:  To your previous motion.				false

		4836						LN		184		2		false		            2             MR. OLSEN:  -- motions.				false

		4837						LN		184		3		false		            3             CHAIRMAN LAVAR:  Certainly.				false

		4838						LN		184		4		false		            4             MS. CLARK:  No objection from the Company.				false

		4839						LN		184		5		false		            5             CHAIRMAN LAVAR:  They'll be admitted.				false

		4840						LN		184		6		false		            6   Thank you.				false

		4841						LN		184		7		false		            7             (Exhibit SE 1 and Exhibit SE 2 marked and				false

		4842						LN		184		8		false		            8   admitted)				false

		4843						LN		184		9		false		            9   BY MR. WILLIAMS:				false

		4844						LN		184		10		false		           10        Q.   Can you briefly summarize the testimony that's				false

		4845						LN		184		11		false		           11   contained in those documents?				false

		4846						LN		184		12		false		           12        A.   Yes.  My direct testimony responds to Questar				false

		4847						LN		184		13		false		           13   Gas's two reasons for supporting this docket.  The first				false

		4848						LN		184		14		false		           14   to assign costs to transportation customers for the				false

		4849						LN		184		15		false		           15   services they use, and second, to incentivize				false

		4850						LN		184		16		false		           16   transportation customers to more closely match their				false

		4851						LN		184		17		false		           17   nominations with their usage.				false

		4852						LN		184		18		false		           18             The methodology provided by Questar Gas to				false

		4853						LN		184		19		false		           19   develop the revenue requirement for the services used				false

		4854						LN		184		20		false		           20   by transportation customers is inaccurate.				false

		4855						LN		184		21		false		           21             By revenue requirement, I mean actually actual				false

		4856						LN		184		22		false		           22   additional transportation used, no-notice transportation				false

		4857						LN		184		23		false		           23   used with fuel used and storage used that Questar Gas				false

		4858						LN		184		24		false		           24   provides outside of what is used daily for their sales				false

		4859						LN		184		25		false		           25   customers to mitigate the supply activity of the				false

		4860						PG		185		0		false		page 185				false

		4861						LN		185		1		false		            1   transportation customers.				false

		4862						LN		185		2		false		            2             Instead of identifying the actual service				false

		4863						LN		185		3		false		            3   components used, Questar Gas has opted to use a formulaic				false

		4864						LN		185		4		false		            4   method based upon imbalances that does not accurately				false

		4865						LN		185		5		false		            5   represent the actual asset usage the TS customers are				false

		4866						LN		185		6		false		            6   using during Questar Gas's test period.				false

		4867						LN		185		7		false		            7             Instead, Questar Gas's method takes the netted				false

		4868						LN		185		8		false		            8   imbalance each day during the test period they've				false

		4869						LN		185		9		false		            9   designed, applies a tolerance, then assumes a				false

		4870						LN		185		10		false		           10   theoretically used upstream component cost structure				false

		4871						LN		185		11		false		           11   for the remainder.  The example I provided in my direct				false

		4872						LN		185		12		false		           12   testimony makes this difference clear.				false

		4873						LN		185		13		false		           13             On days when Questar Gas is providing supply				false

		4874						LN		185		14		false		           14   to its sales customers in part or entirely from storage				false

		4875						LN		185		15		false		           15   and while supply to the transportation service customers				false

		4876						LN		185		16		false		           16   is in excess of their usage, Questar Gas believes that				false

		4877						LN		185		17		false		           17   the excess supply is then received and transported and				false

		4878						LN		185		18		false		           18   injected into storage.  The cost structure reflects that.				false

		4879						LN		185		19		false		           19             During the technical conference for this docket				false

		4880						LN		185		20		false		           20   in this example, Questar Gas would not transport --				false

		4881						LN		185		21		false		           21   Questar Gas admitted to not transporting this excess				false

		4882						LN		185		22		false		           22   supply for the transportation service customers and				false

		4883						LN		185		23		false		           23   instead absorbed it and just withdrew less from their				false

		4884						LN		185		24		false		           24   own storage accounts.				false

		4885						LN		185		25		false		           25             It's important to note that the transportation				false

		4886						PG		186		0		false		page 186				false

		4887						LN		186		1		false		            1   customers are not opposed to paying back the cost of				false

		4888						LN		186		2		false		            2   services they incurred just as long as those costs				false

		4889						LN		186		3		false		            3   reflect the actual costs.				false

		4890						LN		186		4		false		            4             Every cycle of every day, each dekatherm is				false

		4891						LN		186		5		false		            5   accounted for in flow reports provided by pipelines and				false

		4892						LN		186		6		false		            6   storage facilities.  The actual cost of services Questar				false

		4893						LN		186		7		false		            7   Gas is seeking to have its transportation customers repay				false

		4894						LN		186		8		false		            8   is not an approximation.  It's an exact value that can be				false

		4895						LN		186		9		false		            9   found by auditing the actual activity Questar Gas has had				false

		4896						LN		186		10		false		           10   to perform each day during their test period.				false

		4897						LN		186		11		false		           11             I ask the Commission to reject the methodology				false

		4898						LN		186		12		false		           12   proposed by Questar Gas because they have chosen to use				false

		4899						LN		186		13		false		           13   a theoretical cost structure of assets used to develop				false

		4900						LN		186		14		false		           14   the revenue requirement instead of the actual costs.				false

		4901						LN		186		15		false		           15             I believe that using the actual asset usage				false

		4902						LN		186		16		false		           16   to derive the requirement would align with their stated				false

		4903						LN		186		17		false		           17   reason for supporting the docket: to assign costs to the				false

		4904						LN		186		18		false		           18   transportation customers for the services they use.				false

		4905						LN		186		19		false		           19             My direct testimony then identifies reasoning				false

		4906						LN		186		20		false		           20   why the method with which Questar Gas seeks to apply				false

		4907						LN		186		21		false		           21   daily imbalance penalties to recover these costs incurred				false

		4908						LN		186		22		false		           22   by the transportation customers are flawed.				false

		4909						LN		186		23		false		           23             Their method would apply penalties on both				false

		4910						LN		186		24		false		           24   sides both over and under the defined tolerance.				false

		4911						LN		186		25		false		           25             My direct testimony provides an example where				false

		4912						PG		187		0		false		page 187				false

		4913						LN		187		1		false		            1   when transportation customers positive and negative				false

		4914						LN		187		2		false		            2   outside of tolerance within a penalty realm.  Each would				false

		4915						LN		187		3		false		            3   be penalized when the actual event, the net impact to the				false

		4916						LN		187		4		false		            4   utility would be within tolerance.				false

		4917						LN		187		5		false		            5             The concern is that there is no netting				false

		4918						LN		187		6		false		            6   provision provided by Questar Gas in the application				false

		4919						LN		187		7		false		            7   of daily penalties.  The customers would have exposure to				false

		4920						LN		187		8		false		            8   penalties when their activity may in fact be benefiting				false

		4921						LN		187		9		false		            9   the overall position on a systemic level.  If the				false

		4922						LN		187		10		false		           10   opposite were true, the application of these penalties				false

		4923						LN		187		11		false		           11   could be distributed on a pro rata basis.				false

		4924						LN		187		12		false		           12             And my last point has to do with Questar Gas's				false

		4925						LN		187		13		false		           13   second stated reason for support of the docket is to				false

		4926						LN		187		14		false		           14   incentivize transportation customers to more closely				false

		4927						LN		187		15		false		           15   match their nominations with usage.				false

		4928						LN		187		16		false		           16             Questar Gas already has the ability by imposing				false

		4929						LN		187		17		false		           17   OFO restrictions.  Historically, Questar Gas has only				false

		4930						LN		187		18		false		           18   imposed these restrictions on a system-wide basis when				false

		4931						LN		187		19		false		           19   in fact their tariff clearly allows for them to do it				false

		4932						LN		187		20		false		           20   on a supplier-by-supplier level, geographically, and				false

		4933						LN		187		21		false		           21   on a customer-by-customer basis.				false

		4934						LN		187		22		false		           22             As Questar becomes aware of poor nomination				false

		4935						LN		187		23		false		           23   practices, it is entirely within their ability to take				false

		4936						LN		187		24		false		           24   measures to correct it.				false

		4937						LN		187		25		false		           25             My testimony identifies Questar Gas's ability				false

		4938						PG		188		0		false		page 188				false

		4939						LN		188		1		false		            1   to provide themselves with greater transparency by				false

		4940						LN		188		2		false		            2   aggregating the transportation customers by suppliers				false

		4941						LN		188		3		false		            3   so that Questar Gas can better determine which supplier				false

		4942						LN		188		4		false		            4   is under performing and which are not.				false

		4943						LN		188		5		false		            5             Most if not all transportation customers				false

		4944						LN		188		6		false		            6   themselves do not procure, nominate or balance their own				false

		4945						LN		188		7		false		            7   supply.  Their suppliers do.				false

		4946						LN		188		8		false		            8             It would behoove Questar Gas to aggregate to				false

		4947						LN		188		9		false		            9   the 13 suppliers the netted imbalance for the calculation				false

		4948						LN		188		10		false		           10   and impose imbalance penalties instead of at the level				false

		4949						LN		188		11		false		           11   of 300 or more individual customers.				false

		4950						LN		188		12		false		           12             The method would provide Questar Gas the				false

		4951						LN		188		13		false		           13   transparency necessary to identify areas of severe				false

		4952						LN		188		14		false		           14   imbalance by exposing the net supply provided to the net				false

		4953						LN		188		15		false		           15   customer base instead of at the individual customer level				false

		4954						LN		188		16		false		           16   where such pairing can be difficult to determine.				false

		4955						LN		188		17		false		           17             Questar Gas could then impose OFO restrictions				false

		4956						LN		188		18		false		           18   selectively at a problem area to remedy their imbalance				false

		4957						LN		188		19		false		           19   issues instead of systemically.				false

		4958						LN		188		20		false		           20             It is thought that OFO restrictions do not come				false

		4959						LN		188		21		false		           21   with penalties, with severe enough penalties to incent				false

		4960						LN		188		22		false		           22   better nomination practices because they can simply be				false

		4961						LN		188		23		false		           23   traded away when in fact OFO restrictions do come with				false

		4962						LN		188		24		false		           24   penalties and can only be traded away when imbalanced				false

		4963						LN		188		25		false		           25   positions that are opposite exist.				false

		4964						PG		189		0		false		page 189				false

		4965						LN		189		1		false		            1             This is not always the case.				false

		4966						LN		189		2		false		            2             To be clear, positive imbalances are traded				false

		4967						LN		189		3		false		            3   with counterparties having opposite negative balances in				false

		4968						LN		189		4		false		            4   an effort to true-up to the net impact to Questar Gas.				false

		4969						LN		189		5		false		            5             There are also added benefits of aggregation				false

		4970						LN		189		6		false		            6   during periods of curtailment.  When time is of the				false

		4971						LN		189		7		false		            7   essence, participants controlling supply must act very				false

		4972						LN		189		8		false		            8   quickly to replace and redirect supplies to maintain				false

		4973						LN		189		9		false		            9   system integrity and service.				false

		4974						LN		189		10		false		           10             Aggregation allows Questar Gas to quickly				false

		4975						LN		189		11		false		           11   identify which transportation suppliers are deficient				false

		4976						LN		189		12		false		           12   in providing supply to their combined customer base.				false

		4977						LN		189		13		false		           13             Aggregation enables Questar Gas to only need				false

		4978						LN		189		14		false		           14   to reach out to 13 individual suppliers and requires far				false

		4979						LN		189		15		false		           15   less time than contacting 300 and in reality puts Questar				false

		4980						LN		189		16		false		           16   Gas in touch with the relevant people that are most able				false

		4981						LN		189		17		false		           17   to efficiently and effectively respond to the curtailment				false

		4982						LN		189		18		false		           18   event.				false

		4983						LN		189		19		false		           19             By not doing so, Questar's efforts to reach out				false

		4984						LN		189		20		false		           20   to 300-plus transportation customers would only delay				false

		4985						LN		189		21		false		           21   the response time to correct the problem as each				false

		4986						LN		189		22		false		           22   transportation customers would only then reach out to				false

		4987						LN		189		23		false		           23   their supplier anyway.				false

		4988						LN		189		24		false		           24             Summit Energy supports the use of continued				false

		4989						LN		189		25		false		           25   discussions via a working group to find common ground				false

		4990						PG		190		0		false		page 190				false

		4991						LN		190		1		false		            1   with the points mentioned.  This concludes my summary.				false

		4992						LN		190		2		false		            2             MR. WILLIAMS:  Any cross-examination now?				false

		4993						LN		190		3		false		            3             CHAIRMAN LAVAR:  Okay.  Thank you.				false

		4994						LN		190		4		false		            4             And I should have addressed this before your				false

		4995						LN		190		5		false		            5   summary, but what I would propose subject to any				false

		4996						LN		190		6		false		            6   objection for order of cross-examination for the				false

		4997						LN		190		7		false		            7   remaining witnesses would be any cross-examination by the				false

		4998						LN		190		8		false		            8   intervening parties first.  Then I would propose				false

		4999						LN		190		9		false		            9   Division.  Then office.  Then Questar.				false

		5000						LN		190		10		false		           10             Is there any objection to that order of cross?				false

		5001						LN		190		11		false		           11             MS. SCHMID:  No objection.				false

		5002						LN		190		12		false		           12             MR. DODGE:  That's fine.				false

		5003						LN		190		13		false		           13             MR. OLSEN:  No objections.				false

		5004						LN		190		14		false		           14             CHAIRMAN LAVAR:  Mr. Dodge?				false

		5005						LN		190		15		false		           15             MR. DODGE:  No questions.  Thank you.				false

		5006						LN		190		16		false		           16             CHAIRMAN LAVAR:  Mr. Cook?				false

		5007						LN		190		17		false		           17             MR. COOK:  No questions.				false

		5008						LN		190		18		false		           18             CHAIRMAN LAVAR:  Ms. Schmid?				false

		5009						LN		190		19		false		           19                      CROSS-EXAMINATION				false

		5010						LN		190		20		false		           20   BY MS. SCHMID:				false

		5011						LN		190		21		false		           21        Q.   Just a couple.  Are you familiar with how				false

		5012						LN		190		22		false		           22   Summit makes its nominations to Questar Gas?				false

		5013						LN		190		23		false		           23        A.   I am.				false

		5014						LN		190		24		false		           24        Q.   Were you here when I asked Mr. Schwarzenbach				false

		5015						LN		190		25		false		           25   how often TS customers generally change their				false

		5016						PG		191		0		false		page 191				false

		5017						LN		191		1		false		            1   nominations?				false

		5018						LN		191		2		false		            2        A.   I was here.				false

		5019						LN		191		3		false		            3        Q.   How often does Summit change its nominations?				false

		5020						LN		191		4		false		            4        A.   I would say at most twice a week.				false

		5021						LN		191		5		false		            5        Q.   Does Summit do that on a day-ahead basis?				false

		5022						LN		191		6		false		            6        A.   It does.				false

		5023						LN		191		7		false		            7        Q.   Does Summit utilize the intraday refinement				false

		5024						LN		191		8		false		            8   process that is available?				false

		5025						LN		191		9		false		            9        A.   As needed.				false

		5026						LN		191		10		false		           10        Q.   Does Summit make nominations on a per-customer				false

		5027						LN		191		11		false		           11   basis or on an aggregate basis?				false

		5028						LN		191		12		false		           12        A.   Per customer.				false

		5029						LN		191		13		false		           13        Q.   And so, changes would also be on a per-customer				false

		5030						LN		191		14		false		           14   basis?				false

		5031						LN		191		15		false		           15        A.   As needed, yes.				false

		5032						LN		191		16		false		           16        Q.   At the current time, are the transportation				false

		5033						LN		191		17		false		           17   service customers for whom Summit makes nominations,				false

		5034						LN		191		18		false		           18   are they paying for balancing services as part of their				false

		5035						LN		191		19		false		           19   TS rate?				false

		5036						LN		191		20		false		           20        A.   It comes with being a supplier but I would				false

		5037						LN		191		21		false		           21   assume they do.				false

		5038						LN		191		22		false		           22        Q.   Could you tell me how much of their rate is				false

		5039						LN		191		23		false		           23   attributable to the balancing services?				false

		5040						LN		191		24		false		           24        A.   I cannot.  That's proprietary.				false

		5041						LN		191		25		false		           25        Q.   I'm talking about Questar Gas's rate,				false

		5042						PG		192		0		false		page 192				false

		5043						LN		192		1		false		            1   not your --				false

		5044						LN		192		2		false		            2        A.   Okay.  I'm trying to understand here.  Can you				false

		5045						LN		192		3		false		            3   help me understand?				false

		5046						LN		192		4		false		            4        Q.   Okay.  I was confusing.  Sorry.  So, Summit has				false

		5047						LN		192		5		false		            5   customers that are transportation customers.				false

		5048						LN		192		6		false		            6        A.   Yes.				false

		5049						LN		192		7		false		            7        Q.   Do those transportation customers pay Questar				false

		5050						LN		192		8		false		            8   Gas for balancing services currently?				false

		5051						LN		192		9		false		            9        A.   Without having the tariff in front of me, I do				false

		5052						LN		192		10		false		           10   not believe their tariff as defined in 5.01 has a				false

		5053						LN		192		11		false		           11   provision for balancing costs.				false

		5054						LN		192		12		false		           12        Q.   Right now, what happens if Summit's customers				false

		5055						LN		192		13		false		           13   nominations and usage doesn't match?				false

		5056						LN		192		14		false		           14        A.   What Summit Energy does is brings in both				false

		5057						LN		192		15		false		           15   supply of pipelines, two of them.  Questar Gas's system				false

		5058						LN		192		16		false		           16   is not just a single entity.  There are many islands of				false

		5059						LN		192		17		false		           17   service that they -- in their distribution service.				false

		5060						LN		192		18		false		           18             We then take that supply.  We use trending,				false

		5061						LN		192		19		false		           19   historical performance based on weather, and our own				false

		5062						LN		192		20		false		           20   modeling to predict where they're going to be.				false

		5063						LN		192		21		false		           21             On the day of, we don't know.  We don't see				false

		5064						LN		192		22		false		           22   exactly what they're using on the day of.  We assume				false

		5065						LN		192		23		false		           23   we've done their job the right way.				false

		5066						LN		192		24		false		           24        Q.   What happens if the gas doesn't show up?				false

		5067						LN		192		25		false		           25             Then what do the customers do?				false

		5068						PG		193		0		false		page 193				false

		5069						LN		193		1		false		            1        A.   Will Schwarzenbach calls me.  What do the				false

		5070						LN		193		2		false		            2   customers do?  It goes to the -- it just -- it's				false

		5071						LN		193		3		false		            3   imbalance, and we then have to work it off in the				false

		5072						LN		193		4		false		            4   remainder of the month as the current system works				false

		5073						LN		193		5		false		            5   because it's designed for monthly balancing.				false

		5074						LN		193		6		false		            6        Q.   And if Questar didn't offer such a balancing				false

		5075						LN		193		7		false		            7   service, what would your customers do?				false

		5076						LN		193		8		false		            8        A.   The customers most likely would not know.				false

		5077						LN		193		9		false		            9        Q.   What would Summit do?				false

		5078						LN		193		10		false		           10        A.   Bring on more supply.  If we knew we were				false

		5079						LN		193		11		false		           11   deficient, we would bring on more supply.				false

		5080						LN		193		12		false		           12        Q.   Also, if necessary, would you cut customers				false

		5081						LN		193		13		false		           13   or tell customers to --				false

		5082						LN		193		14		false		           14        A.   Oh, no, no, no, no, no, no, no.  That's just				false

		5083						LN		193		15		false		           15   not done.  You lose customers that way.				false

		5084						LN		193		16		false		           16        Q.   So, you would bring on more supply if needed?				false

		5085						LN		193		17		false		           17        A.   Yes.				false

		5086						LN		193		18		false		           18        Q.   And if there was too much delivered and not				false

		5087						LN		193		19		false		           19   enough used, you would independently contract for storage				false

		5088						LN		193		20		false		           20   services, perhaps?				false

		5089						LN		193		21		false		           21        A.   No.  Just redirect some supply somewhere else				false

		5090						LN		193		22		false		           22   on a pipeline level.  I'd pull gas away from the utility.				false

		5091						LN		193		23		false		           23             MS. SCHMID:  Thank you.  Those are all my				false

		5092						LN		193		24		false		           24   questions.				false

		5093						LN		193		25		false		           25             CHAIRMAN LAVAR:  Thank you.  Mr. Olsen?				false

		5094						PG		194		0		false		page 194				false

		5095						LN		194		1		false		            1                      CROSS-EXAMINATION				false

		5096						LN		194		2		false		            2   BY MR. OLSEN:				false

		5097						LN		194		3		false		            3        Q.   Thank you.  You previously gave most of the				false

		5098						LN		194		4		false		            4   folks here a copy of this exhibit.  This is a -- I'll				false

		5099						LN		194		5		false		            5   make the representation that this is the -- from the				false

		5100						LN		194		6		false		            6   Docket 14-057-15, the IRP filed on June 11th, 2014.				false

		5101						LN		194		7		false		            7             Mr. McGarvey, could I have you look at your				false

		5102						LN		194		8		false		            8   direct testimony on lines 68 through 71, please?  Is it				false

		5103						LN		194		9		false		            9   fair -- there you state fuel gas reimbursement is, quote				false

		5104						LN		194		10		false		           10   "mistakenly derived from Questar-based gas cost."				false

		5105						LN		194		11		false		           11             Is that correct?				false

		5106						LN		194		12		false		           12        A.   That's correct.				false

		5107						LN		194		13		false		           13        Q.   In looking at the exhibit that I just showed				false

		5108						LN		194		14		false		           14   you, you'll note that it says that the level of Questar				false

		5109						LN		194		15		false		           15   Gas gas supply was approximately 59 percent; is that				false

		5110						LN		194		16		false		           16   correct?				false

		5111						LN		194		17		false		           17        A.   From what you handed me, yes.				false

		5112						LN		194		18		false		           18        Q.   Well, I guess my first question is, it's true,				false

		5113						LN		194		19		false		           19   is it not, that the Public Service Commission has found				false

		5114						LN		194		20		false		           20   Wexpro one, Wexpro two and the trail unit acquisitions				false

		5115						LN		194		21		false		           21   to be in the public interest?				false

		5116						LN		194		22		false		           22        A.   If you say so.				false

		5117						LN		194		23		false		           23        Q.   Well, wouldn't it then be appropriate to use				false

		5118						LN		194		24		false		           24   the weighted average cost of gas the WACOG which				false

		5119						LN		194		25		false		           25   represents Questar's actual costs as part of the				false

		5120						PG		195		0		false		page 195				false

		5121						LN		195		1		false		            1   calculation in this --				false

		5122						LN		195		2		false		            2        A.   For the fuel reimbursement?				false

		5123						LN		195		3		false		            3        Q.   Yes.				false

		5124						LN		195		4		false		            4        A.   If the supply is actually coming from Questar,				false

		5125						LN		195		5		false		            5   absolutely.  When there's a deficient amount of supply				false

		5126						LN		195		6		false		            6   being brought to the transportation customers and the				false

		5127						LN		195		7		false		            7   utility has to bring on more supply, that's going to be a				false

		5128						LN		195		8		false		            8   cost of service supply.  And so, that price should be				false

		5129						LN		195		9		false		            9   used for that fuel calculation.				false

		5130						LN		195		10		false		           10             If the opposite were true and the method with				false

		5131						LN		195		11		false		           11   which the company or Questar Gas has proposed a cost				false

		5132						LN		195		12		false		           12   structure, excess supplies would be collected at the				false

		5133						LN		195		13		false		           13   city gate, transported across Questar Pipeline and				false

		5134						LN		195		14		false		           14   injected back into storage.				false

		5135						LN		195		15		false		           15             That supply did not originate from Questar or				false

		5136						LN		195		16		false		           16   from Wexpro one or two or whatever.  It originated from				false

		5137						LN		195		17		false		           17   the market that is more market based that is currently				false

		5138						LN		195		18		false		           18   $2 less.  Now, if this were just a few cents difference,				false

		5139						LN		195		19		false		           19   I wouldn't think anything about it.  It's $2 difference.				false

		5140						LN		195		20		false		           20             So, the fuel gas reimbursement that would be				false

		5141						LN		195		21		false		           21   charged to the transportation service customers that the				false

		5142						LN		195		22		false		           22   company that they are proposing here for excess supplies,				false

		5143						LN		195		23		false		           23   that fuel gas component for gas that they claim they were				false

		5144						LN		195		24		false		           24   taking into storage should be used at a different price,				false

		5145						LN		195		25		false		           25   the actual market price than the cost of service because				false

		5146						PG		196		0		false		page 196				false

		5147						LN		196		1		false		            1   the difference is so light.				false

		5148						LN		196		2		false		            2        Q.   If in fact it happens to be that it's market				false

		5149						LN		196		3		false		            3   gas at that time?				false

		5150						LN		196		4		false		            4        A.   If it's not being sourced from Questar Gas				false

		5151						LN		196		5		false		            5   to the utility, it is market sourced.				false

		5152						LN		196		6		false		            6             MR. OLSEN:  Thank you.  I have no further				false

		5153						LN		196		7		false		            7   questions.				false

		5154						LN		196		8		false		            8             CHAIRMAN LAVAR:  Thank you.  Ms. Clark?				false

		5155						LN		196		9		false		            9                      CROSS-EXAMINATION				false

		5156						LN		196		10		false		           10   BY MS. CLARK:				false

		5157						LN		196		11		false		           11        Q.   Thank you.				false

		5158						LN		196		12		false		           12             Mr. McGarvey, you testified earlier that your				false

		5159						LN		196		13		false		           13   agents nominate at most twice per week; is that correct?				false

		5160						LN		196		14		false		           14        A.   That's correct.				false

		5161						LN		196		15		false		           15        Q.   Did you review Mr. Schwarzenbach's testimony				false

		5162						LN		196		16		false		           16   in this case?				false

		5163						LN		196		17		false		           17        A.   I have.				false

		5164						LN		196		18		false		           18        Q.   Do you have it in front of you?				false

		5165						LN		196		19		false		           19        A.   I don't.				false

		5166						LN		196		20		false		           20             MS. CLARK:  May I approach?				false

		5167						LN		196		21		false		           21             CHAIRMAN LAVAR:  Yes.				false

		5168						LN		196		22		false		           22             THE WITNESS:  Thank you.				false

		5169						LN		196		23		false		           23   BY MS. CLARK:				false

		5170						LN		196		24		false		           24        Q.   I have just handed to you what is Exhibit 2.2R.				false

		5171						LN		196		25		false		           25   That is an exhibit to Mr. Schwarzenbach's rebuttal				false

		5172						PG		197		0		false		page 197				false

		5173						LN		197		1		false		            1   testimony.  And it is a table that shows nominations.				false

		5174						LN		197		2		false		            2   And there are two customers.  And on page one, we've got				false

		5175						LN		197		3		false		            3   customer 228.  I want to focus your attention on pages				false

		5176						LN		197		4		false		            4   two and three, customer 157.  And I'm going to represent				false

		5177						LN		197		5		false		            5   to you that customer 157 is one of Summit's customers.				false

		5178						LN		197		6		false		            6             I want to draw your attention to column B.				false

		5179						LN		197		7		false		            7             Would you agree that in the month of				false

		5180						LN		197		8		false		            8   December 2013, the nomination for that customer was				false

		5181						LN		197		9		false		            9   11 dekatherms for each day?  It never changed?				false

		5182						LN		197		10		false		           10        A.   I would agree to that.				false

		5183						LN		197		11		false		           11        Q.   Would you agree that for January of 2014,				false

		5184						LN		197		12		false		           12   the nomination for that customer was 45 dekatherms				false

		5185						LN		197		13		false		           13   for each day and never changed?				false

		5186						LN		197		14		false		           14        A.   I see that.				false

		5187						LN		197		15		false		           15        Q.   And would you agree that for February of 2014,				false

		5188						LN		197		16		false		           16   the nomination was 42 dekatherms for each day of that				false

		5189						LN		197		17		false		           17   month and also never clanged?				false

		5190						LN		197		18		false		           18        A.   This was during the time when I was not				false

		5191						LN		197		19		false		           19   overseeing this area.  And this is not our current				false

		5192						LN		197		20		false		           20   practice but at this time I don't -- without double				false

		5193						LN		197		21		false		           21   checking against my records, I have no reason to deny				false

		5194						LN		197		22		false		           22   that this is true.				false

		5195						LN		197		23		false		           23        Q.   Would Summit's nominating practices -- would				false

		5196						LN		197		24		false		           24   Summit be incentivized or would it change its nominating				false

		5197						LN		197		25		false		           25   practices if the Commission approves the charge as				false

		5198						PG		198		0		false		page 198				false

		5199						LN		198		1		false		            1   Questar has proposed it?				false

		5200						LN		198		2		false		            2        A.   Being like an OFO?  Everyone's behavior would				false

		5201						LN		198		3		false		            3   change.  Not just Summit's.  Everyone's.				false

		5202						LN		198		4		false		            4        Q.   Okay.  Do you have your direct testimony in				false

		5203						LN		198		5		false		            5   front of you?				false

		5204						LN		198		6		false		            6        A.   I do.				false

		5205						LN		198		7		false		            7        Q.   Okay.  I want to draw your attention in your				false

		5206						LN		198		8		false		            8   own direct testimony to lines 100 to 102.  And I'm going				false

		5207						LN		198		9		false		            9   to open to that same page to make sure I properly state				false

		5208						LN		198		10		false		           10   it.  At lines 101 and 102 -- excuse me.				false

		5209						LN		198		11		false		           11             Let me send you to your rebuttal testimony,				false

		5210						LN		198		12		false		           12   I apologize, or your surrebuttal.  You say a five percent				false

		5211						LN		198		13		false		           13   penalty-free tolerance bandwidth is too narrow and is				false

		5212						LN		198		14		false		           14   functionally unrealistic.				false

		5213						LN		198		15		false		           15             Would you agree with that?				false

		5214						LN		198		16		false		           16             CHAIRMAN LAVAR:  Ms. Clark, I believe you're				false

		5215						LN		198		17		false		           17   in direct.				false

		5216						LN		198		18		false		           18             THE WITNESS:  That's in my direct testimony.				false

		5217						LN		198		19		false		           19   BY MS. CLARK:				false

		5218						LN		198		20		false		           20        Q.   That's in your direct.  I apologize.  Lines 101				false

		5219						LN		198		21		false		           21   and 102 of your direct.				false

		5220						LN		198		22		false		           22             Do you remember saying that, writing that?				false

		5221						LN		198		23		false		           23        A.   I do.				false

		5222						LN		198		24		false		           24        Q.   And now I'd like you to draw your attention --				false

		5223						LN		198		25		false		           25   I'm going to hand to you --				false

		5224						PG		199		0		false		page 199				false

		5225						LN		199		1		false		            1             (Discussion off the record)				false

		5226						LN		199		2		false		            2             MS. CLARK:  May I approach?				false

		5227						LN		199		3		false		            3             CHAIRMAN LAVAR:  Yes.				false

		5228						LN		199		4		false		            4   BY MS. CLARK:				false

		5229						LN		199		5		false		            5        Q.   Thank you.  And I've handed you a copy of the				false

		5230						LN		199		6		false		            6   current Questar Gas tariff Section 5.09.  This is				false

		5231						LN		199		7		false		            7   included in an exhibit the Division utilized earlier				false

		5232						LN		199		8		false		            8   today.  And I want to draw your attention to the first				false

		5233						LN		199		9		false		            9   sentence under the heading Daily Imbalances.				false

		5234						LN		199		10		false		           10             Do you see that?  I've highlighted it for you.				false

		5235						LN		199		11		false		           11        A.   I do.				false

		5236						LN		199		12		false		           12        Q.   Could you read that?				false

		5237						LN		199		13		false		           13        A.   It reads, "The Company will allow plus or minus				false

		5238						LN		199		14		false		           14        five percent of a customer's volumes delivered from				false

		5239						LN		199		15		false		           15        upstream pipelines as a daily imbalance tolerance				false

		5240						LN		199		16		false		           16        window."				false

		5241						LN		199		17		false		           17        Q.   So, would you agree that the tariff already				false

		5242						LN		199		18		false		           18   contains a five percent tolerance window?				false

		5243						LN		199		19		false		           19        A.   It does.				false

		5244						LN		199		20		false		           20        Q.   Turning to your surrebuttal testimony, do you				false

		5245						LN		199		21		false		           21   have that in front of you --				false

		5246						LN		199		22		false		           22        A.   I do.				false

		5247						LN		199		23		false		           23        Q.   -- as well?				false

		5248						LN		199		24		false		           24        A.   Yes.				false

		5249						LN		199		25		false		           25        Q.   On line 137 you state -- it begins -- I				false

		5250						PG		200		0		false		page 200				false

		5251						LN		200		1		false		            1   apologize.  It begins on line 136, the very end of 136:				false

		5252						LN		200		2		false		            2             "The only benefit of the proposed tariff is to				false

		5253						LN		200		3		false		            3        allow Questar Gas to collect more money and				false

		5254						LN		200		4		false		            4        unfairly burden transportation customers."				false

		5255						LN		200		5		false		            5             Is it your understanding, Mr. McGarvey, that				false

		5256						LN		200		6		false		            6   the charge Questar has proposed in this document would be				false

		5257						LN		200		7		false		            7   credited back to sales customers through the pass-through				false

		5258						LN		200		8		false		            8   filings?				false

		5259						LN		200		9		false		            9        A.   Being based on theoretical activities,				false

		5260						LN		200		10		false		           10   the charge being comprised of that?				false

		5261						LN		200		11		false		           11        Q.   I'm asking where you think that money goes,				false

		5262						LN		200		12		false		           12   if it is your understanding that Questar Gas will credit				false

		5263						LN		200		13		false		           13   that back to sales customers.				false

		5264						LN		200		14		false		           14        A.   That's what you're going to do with it.				false

		5265						LN		200		15		false		           15        Q.   Okay.  Thank you.				false

		5266						LN		200		16		false		           16             Are you familiar with injection and withdrawal				false
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		5508						LN		209		24		false		           24             MR. OLSEN:  We have no questions.				false

		5509						LN		209		25		false		           25             CHAIRMAN LAVAR:  Ms. Clark?				false

		5510						PG		210		0		false		page 210				false

		5511						LN		210		1		false		            1             MS. CLARK:  I have a couple.				false

		5512						LN		210		2		false		            2             May I approach the witness?				false

		5513						LN		210		3		false		            3             CHAIRMAN LAVAR:  Yes.				false

		5514						LN		210		4		false		            4                      CROSS-EXAMINATION				false

		5515						LN		210		5		false		            5   BY MS. CLARK:				false

		5516						LN		210		6		false		            6        Q.   Mr. Medura, I've handed to you a copy of				false

		5517						LN		210		7		false		            7   Questar Gas Company's Utah natural gas tariff number 400				false

		5518						LN		210		8		false		            8   Section 5.09.  And it was part of an exhibit offered by				false

		5519						LN		210		9		false		            9   the Division earlier today, but I've just given you the				false

		5520						LN		210		10		false		           10   part that I intend to ask you about.				false

		5521						LN		210		11		false		           11             You testified in your summary today that the				false

		5522						LN		210		12		false		           12   plus or minus five percent is restrictive, too				false

		5523						LN		210		13		false		           13   restrictive, and I believe you said not common in				false

		5524						LN		210		14		false		           14   industry practice.  Did I state that accurately?				false

		5525						LN		210		15		false		           15        A.   Correct.				false

		5526						LN		210		16		false		           16        Q.   Would you read the sentence that's highlighted,				false

		5527						LN		210		17		false		           17   the first sentence under the heading Daily Imbalances?				false

		5528						LN		210		18		false		           18        A.   "The Company will allow plus or minus five				false

		5529						LN		210		19		false		           19        percent of a customer's volumes delivered from				false

		5530						LN		210		20		false		           20        upstream pipelines as a daily imbalance tolerance				false

		5531						LN		210		21		false		           21        window."				false

		5532						LN		210		22		false		           22        Q.   Would you agree that the company's tariff				false

		5533						LN		210		23		false		           23   already requires plus or minus five percent --				false

		5534						LN		210		24		false		           24        A.   Yes.				false

		5535						LN		210		25		false		           25        Q.   -- intolerance?				false

		5536						PG		211		0		false		page 211				false

		5537						LN		211		1		false		            1             MS. CLARK:  Thank you.  I don't have any				false

		5538						LN		211		2		false		            2   further questions.				false

		5539						LN		211		3		false		            3             CHAIRMAN LAVAR:  Okay.  Any redirect?				false

		5540						LN		211		4		false		            4                    REDIRECT EXAMINATION				false

		5541						LN		211		5		false		            5   BY MR. DODGE:				false

		5542						LN		211		6		false		            6        Q.   Just one I guess to clarify.				false

		5543						LN		211		7		false		            7             Mr. Medura, under that tariff, what happens				false

		5544						LN		211		8		false		            8   if a company's outside the five percent tolerance today?				false

		5545						LN		211		9		false		            9        A.   It just goes into their imbalance account				false

		5546						LN		211		10		false		           10   if there's not a restriction in place.				false

		5547						LN		211		11		false		           11        Q.   And is that what you're testifying to is the				false

		5548						LN		211		12		false		           12   common industry practice?				false

		5549						LN		211		13		false		           13        A.   It is.				false

		5550						LN		211		14		false		           14             MR. DODGE:  Thank you.  No further questions.				false

		5551						LN		211		15		false		           15             CHAIRMAN LAVAR:  Any recross desired from any				false

		5552						LN		211		16		false		           16   party?  Okay.  Commissioner White?				false

		5553						LN		211		17		false		           17             COMMISSIONER WHITE:  No.				false

		5554						LN		211		18		false		           18             CHAIRMAN LAVAR:  Commissioner Clark?				false

		5555						LN		211		19		false		           19             COMMISSIONER CLARK:  No questions.				false

		5556						LN		211		20		false		           20                         EXAMINATION				false

		5557						LN		211		21		false		           21   BY CHAIRMAN LAVAR:				false

		5558						LN		211		22		false		           22        Q.   I have one.  On lines 64, 65, and 66 of your				false

		5559						LN		211		23		false		           23   surrebuttal, I'll just read that line.  It says -- you				false

		5560						LN		211		24		false		           24   said, "One solution would be to allow aggregation by				false

		5561						LN		211		25		false		           25   receipt point or other mutually agreeable criteria."				false

		5562						PG		212		0		false		page 212				false

		5563						LN		212		1		false		            1             I just want to understand what you mean by				false

		5564						LN		212		2		false		            2   "receipt point."  Did you mean city gate or some other				false

		5565						LN		212		3		false		            3   meaning of receipt point?				false

		5566						LN		212		4		false		            4        A.   I meant the different geographical receipt				false

		5567						LN		212		5		false		            5   points on the system.  Southern Utah, Wasatch Front,				false

		5568						LN		212		6		false		            6   Wyoming.				false

		5569						LN		212		7		false		            7             CHAIRMAN LAVAR:  Okay.  Thank you,				false

		5570						LN		212		8		false		            8   Mr. Medura.  We appreciate your testimony.				false

		5571						LN		212		9		false		            9             MR. DODGE:  Next we would call Mr. Jeff Fishman				false

		5572						LN		212		10		false		           10   on behalf of CIMA, Nucor, and UAE.				false

		5573						LN		212		11		false		           11             CHAIRMAN LAVAR:  Mr. Fishman, do you swear to				false

		5574						LN		212		12		false		           12   tell the truth?				false

		5575						LN		212		13		false		           13             THE WITNESS:  I do.				false

		5576						LN		212		14		false		           14             CHAIRMAN LAVAR:  Thank you.				false

		5577						LN		212		15		false		           15                       JEFF J. FISHMAN,				false

		5578						LN		212		16		false		           16               having first been duly sworn, was				false

		5579						LN		212		17		false		           17               examined and testified as follows:				false

		5580						LN		212		18		false		           18                      DIRECT EXAMINATION				false

		5581						LN		212		19		false		           19   BY MR. DODGE:				false

		5582						LN		212		20		false		           20        Q.   Mr. Fishman, could you state your name, who you				false

		5583						LN		212		21		false		           21   work for, and your position there?				false

		5584						LN		212		22		false		           22        A.   My name is Jeff J. Fishman.  I am the director				false

		5585						LN		212		23		false		           23   of gas services at Energy Strategies.				false

		5586						LN		212		24		false		           24        Q.   And, Mr. Fishman, did you have filed in this --				false

		5587						LN		212		25		false		           25   prefiled in this docket Exhibit -- UAE/Nucor/CIMA				false

		5588						PG		213		0		false		page 213				false

		5589						LN		213		1		false		            1   Exhibits 2.0, 2.0R, and 2.0R, your direct, rebuttal,				false

		5590						LN		213		2		false		            2   and surrebuttal testimony?				false

		5591						LN		213		3		false		            3        A.   Yes.				false

		5592						LN		213		4		false		            4        Q.   And do you have any corrections to that				false

		5593						LN		213		5		false		            5   prefiled testimony?				false

		5594						LN		213		6		false		            6        A.   No.				false

		5595						LN		213		7		false		            7        Q.   And do you adopt that testimony as your				false

		5596						LN		213		8		false		            8   testimony here in this docket under oath?				false

		5597						LN		213		9		false		            9        A.   Yes.				false

		5598						LN		213		10		false		           10             MR. DODGE:  I would move the admission of				false

		5599						LN		213		11		false		           11   UAE Exhibits 2, 2R, and 2SR?				false

		5600						LN		213		12		false		           12             CHAIRMAN LAVAR:  Any objection from any party?				false

		5601						LN		213		13		false		           13             MR. OLSEN:  No objection.				false

		5602						LN		213		14		false		           14             MS. SCHMID:  No objection.				false

		5603						LN		213		15		false		           15             MS. CLARK:  No objection.				false

		5604						LN		213		16		false		           16             CHAIRMAN LAVAR:  Okay.  They'll be admitted.				false

		5605						LN		213		17		false		           17   Thank you.				false

		5606						LN		213		18		false		           18             (UAE/Nucor/CIMA Exhibit 2.0, Exhibit 2.0R,				false

		5607						LN		213		19		false		           19   Exhibit 2.0SR marked and admitted)				false

		5608						LN		213		20		false		           20   BY MR. DODGE:				false

		5609						LN		213		21		false		           21        Q.   Thank you.  And, Mr. Fishman, do you have a				false

		5610						LN		213		22		false		           22   brief summary you'd like to provide of your testimony?				false

		5611						LN		213		23		false		           23        A.   I do.				false

		5612						LN		213		24		false		           24        Q.   Please proceed.				false

		5613						LN		213		25		false		           25        A.   The first concern identified in my direct				false

		5614						PG		214		0		false		page 214				false

		5615						LN		214		1		false		            1   testimony is that this proposal would increase the daily				false

		5616						LN		214		2		false		            2   operating functions of the transportation customer				false

		5617						LN		214		3		false		            3   relating to managing gas supplies.				false

		5618						LN		214		4		false		            4             Now, that in and of itself is not necessarily				false

		5619						LN		214		5		false		            5   inappropriate, but it is a shift from the longstanding				false

		5620						LN		214		6		false		            6   method of operation where the suppliers bear the				false

		5621						LN		214		7		false		            7   responsibility for managing both nominations and				false

		5622						LN		214		8		false		            8   imbalances.				false

		5623						LN		214		9		false		            9             These additional operating activities will be				false

		5624						LN		214		10		false		           10   required even though Questar has not suggested the daily				false

		5625						LN		214		11		false		           11   balancing is actually needed on most days.				false

		5626						LN		214		12		false		           12             Under the current tariff, when there's an				false

		5627						LN		214		13		false		           13   operational need to restrict the deliveries of gas to				false

		5628						LN		214		14		false		           14   transportation customers to more closely match				false

		5629						LN		214		15		false		           15   nominations, it is managed by the operating restrictions				false

		5630						LN		214		16		false		           16   and related penalties that are imposed by the balancing				false

		5631						LN		214		17		false		           17   restriction.				false

		5632						LN		214		18		false		           18             Of greater concern is that Questar is asking				false

		5633						LN		214		19		false		           19   the transportation customer to take on these new tasks				false

		5634						LN		214		20		false		           20   without providing the tools for success in better				false

		5635						LN		214		21		false		           21   managing the daily nominations.				false

		5636						LN		214		22		false		           22             Transportation customers and suppliers cannot				false

		5637						LN		214		23		false		           23   be expected to operate within a five percent daily				false

		5638						LN		214		24		false		           24   tolerance without meaningful realtime data.				false

		5639						LN		214		25		false		           25             Although transportation customers are obligated				false

		5640						PG		215		0		false		page 215				false

		5641						LN		215		1		false		            1   to pay Questar for special metering equipment,				false

		5642						LN		215		2		false		            2   telemetering functionality, and other administrative				false

		5643						LN		215		3		false		            3   services, the data that Questar collects, processes,				false

		5644						LN		215		4		false		            4   and reports is not available to manage the nominations				false

		5645						LN		215		5		false		            5   within the proposed time and volume tolerances.				false

		5646						LN		215		6		false		            6             In the absence of an incremental investment				false

		5647						LN		215		7		false		            7   in equipment and operating personnel, this time lag				false

		5648						LN		215		8		false		            8   effectively prevents the transportation customer from				false

		5649						LN		215		9		false		            9   achieving what Questar requires under this proposed				false

		5650						LN		215		10		false		           10   daily operating requirement.				false

		5651						LN		215		11		false		           11             My assessment is that realtime data is required				false

		5652						LN		215		12		false		           12   to approve the nomination practices and should be				false

		5653						LN		215		13		false		           13   provided through the Questar system the transportation				false

		5654						LN		215		14		false		           14   customers are currently paying for.				false

		5655						LN		215		15		false		           15             I do not agree with the suggestion by Questar				false

		5656						LN		215		16		false		           16   that transportation customers should be required to				false

		5657						LN		215		17		false		           17   acquire additional monitoring equipment through outside				false

		5658						LN		215		18		false		           18   vendors.  Finally, regarding daily balancing and				false

		5659						LN		215		19		false		           19   aggregation in this proposed operating scheme, it's				false

		5660						LN		215		20		false		           20   critical that the suppliers and agents be allowed to				false

		5661						LN		215		21		false		           21   net imbalances among their customers before the daily				false

		5662						LN		215		22		false		           22   imbalances are assessed any additional costs.				false

		5663						LN		215		23		false		           23             This is what happens now to mitigate the				false

		5664						LN		215		24		false		           24   monthly imbalances as provided for in the Questar tariff.				false

		5665						LN		215		25		false		           25   To otherwise collect would be over -- I mean, to				false

		5666						PG		216		0		false		page 216				false

		5667						LN		216		1		false		            1   otherwise would be over collecting under the current --				false

		5668						LN		216		2		false		            2   of the charge that's currently provided or proposed.				false

		5669						LN		216		3		false		            3             Even under the operating requirements imposed				false

		5670						LN		216		4		false		            4   by a balancing restriction or OFO, the tariff provides				false

		5671						LN		216		5		false		            5   for aggregation of imbalances at an agent level and				false

		5672						LN		216		6		false		            6   trading of the offset imbalances is routinely used by the				false

		5673						LN		216		7		false		            7   suppliers to mitigate imbalances and the related charges.				false

		5674						LN		216		8		false		            8             My surrebuttal testimony I'd also like to				false

		5675						LN		216		9		false		            9   mention addresses the so-called operational concerns				false

		5676						LN		216		10		false		           10   in Questar testimony and Questar statements about				false

		5677						LN		216		11		false		           11   aggregation and existing balancing rights under the				false

		5678						LN		216		12		false		           12   tariff.  Mr. Schwarzenbach made reference to operational				false

		5679						LN		216		13		false		           13   constraints and that correct nominations are important				false

		5680						LN		216		14		false		           14   because supply concerns may arise at any time.				false

		5681						LN		216		15		false		           15             White it is true that supply availability				false

		5682						LN		216		16		false		           16   issues may arise, nominations do not directly influence				false

		5683						LN		216		17		false		           17   supply availability.  Only a nomination can be fulfilled				false

		5684						LN		216		18		false		           18   if supply is available.				false

		5685						LN		216		19		false		           19             The fact that there have been only two supply				false

		5686						LN		216		20		false		           20   curtailments that affected transportation customers in				false

		5687						LN		216		21		false		           21   recent history or the fact is that there have been only				false

		5688						LN		216		22		false		           22   two in recent history has been mentioned by other				false

		5689						LN		216		23		false		           23   testimony today.				false

		5690						LN		216		24		false		           24             Mr. Schwarzenbach stated that transportation				false

		5691						LN		216		25		false		           25   customers' inaccurate nominations cause operational				false

		5692						PG		217		0		false		page 217				false

		5693						LN		217		1		false		            1   problems and the company experiences operational				false

		5694						LN		217		2		false		            2   problems.  There's been no evidence provided to describe,				false

		5695						LN		217		3		false		            3   explain or support any such operational problems that				false

		5696						LN		217		4		false		            4   are the direct result of transportation customers'				false

		5697						LN		217		5		false		            5   nominations.				false

		5698						LN		217		6		false		            6             Mr. Schwarzenbach also stated that				false

		5699						LN		217		7		false		            7   transportation customers utilizing more than their				false

		5700						LN		217		8		false		            8   nominated volumes could result in a loss of service to				false

		5701						LN		217		9		false		            9   firm sales customers.  Again, no evidence was offered				false

		5702						LN		217		10		false		           10   that this has ever taken place.				false

		5703						LN		217		11		false		           11             Regarding supplier aggregation,				false

		5704						LN		217		12		false		           12   Mr. Schwarzenbach opposes imbalance aggregation but				false

		5705						LN		217		13		false		           13   provides no reasonable basis for this opposition.				false

		5706						LN		217		14		false		           14   He seems to assume that aggregation would eliminate the				false

		5707						LN		217		15		false		           15   supplier placing a daily nomination for each customer.				false

		5708						LN		217		16		false		           16             No agent providing testimony has indicated that				false

		5709						LN		217		17		false		           17   they would do anything but continue to provide daily				false

		5710						LN		217		18		false		           18   nominations for each transport customer.				false

		5711						LN		217		19		false		           19             I strongly urge the Commission to authorize				false

		5712						LN		217		20		false		           20   daily imbalances aggregated by supplier as is currently				false

		5713						LN		217		21		false		           21   allowed under the balancing restriction process.				false

		5714						LN		217		22		false		           22             This brings up the suggested tariff changes				false
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		5716						LN		217		24		false		           24   and trading language from the balancing restriction				false
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		5720						LN		218		2		false		            2   mitigating imbalances and penalties during a balancing				false

		5721						LN		218		3		false		            3   restriction by modifying the tariff language represents				false

		5722						LN		218		4		false		            4   a considerable extrapolation of the stated objectives				false

		5723						LN		218		5		false		            5   in this docket which is to improve daily nominations.				false

		5724						LN		218		6		false		            6             This suggestion would great expand the negative				false

		5725						LN		218		7		false		            7   impacts on customers that may result from this proposed				false

		5726						LN		218		8		false		            8   daily imbalance charge.				false

		5727						LN		218		9		false		            9             Finally, once again, Questar argues the				false

		5728						LN		218		10		false		           10   responsibility of realtime metering.				false

		5729						LN		218		11		false		           11             In Mr. Schwarzenbach's testimony, Questar				false

		5730						LN		218		12		false		           12   glosses over the fact that transportation customers				false

		5731						LN		218		13		false		           13   already pay Questar for both special metering equipment				false

		5732						LN		218		14		false		           14   and operating and administrative fees and suggests that				false

		5733						LN		218		15		false		           15   a customer purchase additional technology for realtime				false

		5734						LN		218		16		false		           16   data.  This is an attempt to deflect the responsibility				false

		5735						LN		218		17		false		           17   that Questar has to manage its metering data in a manner				false

		5736						LN		218		18		false		           18   that's consistent with its new proposed nomination and				false

		5737						LN		218		19		false		           19   balancing restrictions.				false

		5738						LN		218		20		false		           20             And that concludes the summary of my testimony.				false

		5739						LN		218		21		false		           21             MR. DODGE:  Thank you.  Mr. Fishman is				false
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		5741						LN		218		23		false		           23             CHAIRMAN LAVAR:  Mr. Cook or Mr. Williams?  No?				false

		5742						LN		218		24		false		           24   Okay.  Ms. Schmid?				false

		5743						LN		218		25		false		           25             MS. SCHMID:  No questions.				false

		5744						PG		219		0		false		page 219				false

		5745						LN		219		1		false		            1             CHAIRMAN LAVAR:  Mr. Olsen?				false

		5746						LN		219		2		false		            2             MR. OLSEN:  No questions.				false

		5747						LN		219		3		false		            3             CHAIRMAN LAVAR:  Ms. Clark?				false

		5748						LN		219		4		false		            4             MS. CLARK:  The Company also has no questions.				false

		5749						LN		219		5		false		            5             CHAIRMAN LAVAR:  Thank you.				false

		5750						LN		219		6		false		            6             Commissioner White?  Commissioner Clark?				false

		5751						LN		219		7		false		            7             COMMISSIONER CLARK:  No questions.				false

		5752						LN		219		8		false		            8                         EXAMINATION				false
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		5754						LN		219		10		false		           10        Q.   I have one.  I guess I'm the only one in the				false

		5755						LN		219		11		false		           11   room.  In your opinion, should there be any geographic				false

		5756						LN		219		12		false		           12   limits on aggregation?				false

		5757						LN		219		13		false		           13        A.   I think from a balancing standpoint, it makes				false

		5758						LN		219		14		false		           14   sense.  I think that in the past the imbalance trading				false

		5759						LN		219		15		false		           15   and mitigation has not been imposed necessarily at a				false

		5760						LN		219		16		false		           16   geographical location.  It's been a time.				false

		5761						LN		219		17		false		           17             I think in this circumstance with, you know,				false

		5762						LN		219		18		false		           18   the issues being raised on both sides that that				false

		5763						LN		219		19		false		           19   restriction would not be -- or that requirement would				false

		5764						LN		219		20		false		           20   not be out of place.				false

		5765						LN		219		21		false		           21             CHAIRMAN LAVAR:  Okay.  Thank you.				false

		5766						LN		219		22		false		           22             MR. DODGE:  Thank you.  Our next witness is				false

		5767						LN		219		23		false		           23   Mr. Higgins.				false

		5768						LN		219		24		false		           24             CHAIRMAN LAVAR:  Mr. Higgins, do you swear to				false

		5769						LN		219		25		false		           25   tell the truth?				false

		5770						PG		220		0		false		page 220				false

		5771						LN		220		1		false		            1             THE WITNESS:  I do.				false

		5772						LN		220		2		false		            2             CHAIRMAN LAVAR:  Thank you.				false

		5773						LN		220		3		false		            3                      KEVIN C. HIGGINS,				false

		5774						LN		220		4		false		            4               having first been duly sworn, was				false

		5775						LN		220		5		false		            5               examined and testified as follows:				false

		5776						LN		220		6		false		            6                     DIRECT EXAMINATION				false

		5777						LN		220		7		false		            7   BY MR. DODGE:				false

		5778						LN		220		8		false		            8        Q.   Mr. Higgins, would you please state your name,				false

		5779						LN		220		9		false		            9   for whom you work, and your position at your job?				false

		5780						LN		220		10		false		           10        A.   Certainly.  My name is Kevin C. Higgins.  I'm a				false

		5781						LN		220		11		false		           11   principal in the consulting firm Energy Strategies.				false

		5782						LN		220		12		false		           12        Q.   Okay.  Mr. Higgins, did you cause under your				false

		5783						LN		220		13		false		           13   direction to be prepared and filed in this docket				false

		5784						LN		220		14		false		           14   UAE/Nucor/CIMA Exhibit 1.0 along with attached				false

		5785						LN		220		15		false		           15   Exhibits 1.1, 1.2, and 1.3, your direct testimony				false

		5786						LN		220		16		false		           16   exhibits, also your rebuttal testimony 1.0R with an				false

		5787						LN		220		17		false		           17   attached 1.1R, and your surrebuttal testimony				false

		5788						LN		220		18		false		           18   Exhibit 1.0SR?				false

		5789						LN		220		19		false		           19        A.   Yes, I did.				false

		5790						LN		220		20		false		           20        Q.   And do you have any changes to any of that				false

		5791						LN		220		21		false		           21   testimony?				false

		5792						LN		220		22		false		           22        A.   I do not.				false

		5793						LN		220		23		false		           23        Q.   And does that testimony represent your				false

		5794						LN		220		24		false		           24   testimony here this morning or this afternoon under oath?				false

		5795						LN		220		25		false		           25        A.   Yes, it does.				false

		5796						PG		221		0		false		page 221				false

		5797						LN		221		1		false		            1             MR. DODGE:  Mr. Higgins -- excuse me.  I'd move				false

		5798						LN		221		2		false		            2   the admission of those exhibits, Mr. Chairman.				false

		5799						LN		221		3		false		            3             CHAIRMAN LAVAR:  Any objection from any party?				false

		5800						LN		221		4		false		            4             MS. SCHMID:  No.				false

		5801						LN		221		5		false		            5             MR. OLSEN:  No objection.				false

		5802						LN		221		6		false		            6             MS. CLARK:  No.				false

		5803						LN		221		7		false		            7             CHAIRMAN LAVAR:  It will be admitted.				false

		5804						LN		221		8		false		            8   Thank you.				false

		5805						LN		221		9		false		            9             (UAE/Nucor/CIMA Exhibit 1.0, Exhibit 1.0R,				false

		5806						LN		221		10		false		           10   Exhibit 1.0SR marked and admitted)				false

		5807						LN		221		11		false		           11   BY MR. DODGE:				false

		5808						LN		221		12		false		           12        Q.   Thank you.  Mr. Higgins, do you have a brief				false

		5809						LN		221		13		false		           13   summary of your testimony?				false

		5810						LN		221		14		false		           14        A.   Yes, I do.				false

		5811						LN		221		15		false		           15        Q.   Would you please proceed?				false

		5812						LN		221		16		false		           16        A.   Yes.  Good afternoon.				false

		5813						LN		221		17		false		           17             This case centers on Questar's proposal to				false

		5814						LN		221		18		false		           18   introduce a daily transportation imbalance charge.				false

		5815						LN		221		19		false		           19             Based on the evidence in this case, the charge				false

		5816						LN		221		20		false		           20   appears to be unique in the United States in that it not				false

		5817						LN		221		21		false		           21   only requires daily balancing by transportation customers				false

		5818						LN		221		22		false		           22   which is relatively rare to start with, but also requires				false

		5819						LN		221		23		false		           23   daily balancing to be measured exclusively at the				false

		5820						LN		221		24		false		           24   individual customer level rather than providing an option				false

		5821						LN		221		25		false		           25   for daily balancing to be managed by aggregators or				false

		5822						PG		222		0		false		page 222				false

		5823						LN		222		1		false		            1   suppliers.  This lateral restriction is one that no other				false

		5824						LN		222		2		false		            2   utility identified in this docket imposes.				false

		5825						LN		222		3		false		            3             In this sense, Questar's proposal appears to be				false

		5826						LN		222		4		false		            4   a singularly aggressive outlier.  The proposed charge is				false

		5827						LN		222		5		false		            5   also material in that it represents an 11.6 increase when				false

		5828						LN		222		6		false		            6   applied to the distribution non-gas revenue requirement				false

		5829						LN		222		7		false		            7   for transportation customers.				false

		5830						LN		222		8		false		            8             As a threshold matter, the company's proposal				false

		5831						LN		222		9		false		            9   to introduce a daily transportation imbalance charge is				false

		5832						LN		222		10		false		           10   premature, incompletely developed, and unreasonably				false

		5833						LN		222		11		false		           11   disruptive to the marketplace efficiencies that have been				false

		5834						LN		222		12		false		           12   developed to help Utah businesses manage their gas				false

		5835						LN		222		13		false		           13   supplies.  In light of these considerations, I recommend				false

		5836						LN		222		14		false		           14   that the proposal be rejected by the Commission.				false

		5837						LN		222		15		false		           15             If the Commission is interested in considering				false

		5838						LN		222		16		false		           16   the imposition of a daily transportation imbalance				false

		5839						LN		222		17		false		           17   charge, I recommend that prior to adopting any charge				false

		5840						LN		222		18		false		           18   or adopting the rate design proposed by the Company the				false

		5841						LN		222		19		false		           19   Commission sponsor a workshop process to investigate how				false

		5842						LN		222		20		false		           20   daily balancing could best be accomplished taking into				false

		5843						LN		222		21		false		           21   account a full suite of market participants and				false

		5844						LN		222		22		false		           22   opportunities for using market mechanisms to manage daily				false

		5845						LN		222		23		false		           23   imbalances.				false

		5846						LN		222		24		false		           24             This recommendation notwithstanding, if a daily				false

		5847						LN		222		25		false		           25   balancing charge is to be imposed on transportation				false

		5848						PG		223		0		false		page 223				false

		5849						LN		223		1		false		            1   customers at this time, then the charge proposed by the				false

		5850						LN		223		2		false		            2   Company should be rejected because it is not reasonable.				false

		5851						LN		223		3		false		            3   Instead, three adjustments should be made to the				false

		5852						LN		223		4		false		            4   calculation.				false

		5853						LN		223		5		false		            5             First, the transportation component and fuel				false

		5854						LN		223		6		false		            6   reimbursement component proposed by Questar should be				false

		5855						LN		223		7		false		            7   removed from the calculation because the company has				false

		5856						LN		223		8		false		            8   failed to demonstrate that any costs are actually being				false

		5857						LN		223		9		false		            9   incurred in these categories as a result of retail				false

		5858						LN		223		10		false		           10   transportation customer imbalances.				false

		5859						LN		223		11		false		           11             Transportation customers already pay for their				false

		5860						LN		223		12		false		           12   own transportation on upstream pipelines including				false

		5861						LN		223		13		false		           13   transportation usage costs by (coughing) imbalances.				false

		5862						LN		223		14		false		           14             As no incremental transportation costs are				false

		5863						LN		223		15		false		           15   being incurred by Questar on behalf of transportation				false

		5864						LN		223		16		false		           16   customers, it is unreasonable to also assign to				false

		5865						LN		223		17		false		           17   transportation customers a portion of the fixed				false

		5866						LN		223		18		false		           18   transportation costs incurred by the Company on behalf				false

		5867						LN		223		19		false		           19   of its sales service customers.				false

		5868						LN		223		20		false		           20             It is particularly unreasonable to include				false

		5869						LN		223		21		false		           21   these charges plus fuel in both directions; that is,				false

		5870						LN		223		22		false		           22   for both positive imbalances when less transportation				false

		5871						LN		223		23		false		           23   is being utilized by Questar and negative imbalances.				false

		5872						LN		223		24		false		           24             Rather, the cost basis for any transportation				false

		5873						LN		223		25		false		           25   imbalance charge should be limited to the no-notice				false

		5874						PG		224		0		false		page 224				false

		5875						LN		224		1		false		            1   transportation and storage costs which unlike				false

		5876						LN		224		2		false		            2   transportation service are the specialty products the				false

		5877						LN		224		3		false		            3   transportation customers are not purchasing.				false

		5878						LN		224		4		false		            4             Second, net transportation customer imbalances				false

		5879						LN		224		5		false		            5   that are within five percent of the aggregate				false

		5880						LN		224		6		false		            6   transportation customer usage on a given day should be				false

		5881						LN		224		7		false		            7   excluded from the cost of the total daily transportation				false

		5882						LN		224		8		false		            8   imbalance.				false

		5883						LN		224		9		false		            9             This five percent exclusion is warranted for				false

		5884						LN		224		10		false		           10   the purpose of aligning the daily imbalance cost that is				false

		5885						LN		224		11		false		           11   subject to the new charge with the performance that is				false

		5886						LN		224		12		false		           12   expected of transportation customers and recognizes that				false

		5887						LN		224		13		false		           13   the pipeline system has inherent flexibility to				false

		5888						LN		224		14		false		           14   accommodate small daily imbalances.				false

		5889						LN		224		15		false		           15             Third, the calculation should take account				false

		5890						LN		224		16		false		           16   of the reduction in storage activity that results when a				false

		5891						LN		224		17		false		           17   transportation customer imbalance and the Questar sales				false

		5892						LN		224		18		false		           18   service imbalance move in opposite directions on a given				false

		5893						LN		224		19		false		           19   day.  Incorporating these adjustments in a transportation				false

		5894						LN		224		20		false		           20   imbalance charge results -- pardon me -- results in a				false

		5895						LN		224		21		false		           21   transportation imbalance charge of 3.695 cents per				false

		5896						LN		224		22		false		           22   dekatherm on imbalances in excess of the proposed five				false

		5897						LN		224		23		false		           23   percent tolerance limit rather than the 19 cent per				false

		5898						LN		224		24		false		           24   dekatherm charge proposed by Questar.				false

		5899						LN		224		25		false		           25             Finally, I will summarize my response to some				false

		5900						PG		225		0		false		page 225				false

		5901						LN		225		1		false		            1   of the proposals by the Division of Public Utility				false

		5902						LN		225		2		false		            2   witness Mr. Wheelwright.  First, I agree with				false

		5903						LN		225		3		false		            3   Mr. Wheelwright's recommendation that there should be				false

		5904						LN		225		4		false		            4   further discussion in a task force context.				false

		5905						LN		225		5		false		            5             Second, I disagree with Mr. Wheelwright's				false

		5906						LN		225		6		false		            6   suggestion that the largest 40 transportation customers				false

		5907						LN		225		7		false		            7   could be subject to more stringent monitoring and				false

		5908						LN		225		8		false		            8   balancing requirements.				false

		5909						LN		225		9		false		            9             Taken as a group, the largest 40 customers				false

		5910						LN		225		10		false		           10   actually performed better than the average with respect				false

		5911						LN		225		11		false		           11   to daily imbalances and I believe that subjecting this				false

		5912						LN		225		12		false		           12   group to more stringent requirements would be unduly				false

		5913						LN		225		13		false		           13   discriminatory.				false

		5914						LN		225		14		false		           14             Third, Mr. Wheelwright proposes an alternative				false

		5915						LN		225		15		false		           15   to the daily imbalance charge proposed by the Company.				false

		5916						LN		225		16		false		           16             In lieu of such a charge, Mr. Wheelwright				false

		5917						LN		225		17		false		           17   recommends that after the appropriate costs are				false

		5918						LN		225		18		false		           18   identified, they should be recovered through a volumetric				false

		5919						LN		225		19		false		           19   charge on all transportation customers; in effect,				false

		5920						LN		225		20		false		           20   socializing the cost across this entire class.				false

		5921						LN		225		21		false		           21             With respect to this proposal, I am concerned				false

		5922						LN		225		22		false		           22   to the extent that such costs are calculated based on the				false

		5923						LN		225		23		false		           23   volume of imbalances.				false

		5924						LN		225		24		false		           24             Socializing the cost would mute the pricing				false

		5925						LN		225		25		false		           25   to the customers or suppliers causing the imbalances.				false

		5926						PG		226		0		false		page 226				false

		5927						LN		226		1		false		            1   But at the same time I conceded that there may be some				false

		5928						LN		226		2		false		            2   administrative simplicity in such an approach.				false

		5929						LN		226		3		false		            3             This causes me to conclude that if any new				false

		5930						LN		226		4		false		            4   daily imbalance requirements or charges are going to be				false

		5931						LN		226		5		false		            5   imposed on transportation customers, the customers should				false

		5932						LN		226		6		false		            6   be offered a choice between a socialized charge as				false

		5933						LN		226		7		false		            7   proposed by Mr. Wheelwright or an option to avoid the				false

		5934						LN		226		8		false		            8   socialized cost in exchange for being subject to a daily				false

		5935						LN		226		9		false		            9   balancing regime.				false

		5936						LN		226		10		false		           10             So, I recommend that if the Commission decides				false

		5937						LN		226		11		false		           11   to impose any daily imbalance charge that the Commission				false

		5938						LN		226		12		false		           12   require that such a choice be available.				false

		5939						LN		226		13		false		           13             With my three adjustments to the company's				false

		5940						LN		226		14		false		           14   recommended costs, the socialized cost would result in a				false

		5941						LN		226		15		false		           15   charge of .713 cents per dekatherm on all transportation				false

		5942						LN		226		16		false		           16   customer volumes.				false

		5943						LN		226		17		false		           17             And I note that this charge is not dissimilar				false

		5944						LN		226		18		false		           18   from and is even greater than the five cents per				false

		5945						LN		226		19		false		           19   dekatherm -- of the half-sent per dekatherm charge levied				false

		5946						LN		226		20		false		           20   on all suppliers by Baltimore Gas and Electronic which is				false

		5947						LN		226		21		false		           21   one of the three gas utilities identified by Questar in				false

		5948						LN		226		22		false		           22   discovery as levying balancing charges.				false

		5949						LN		226		23		false		           23             And that concludes my summary.				false

		5950						LN		226		24		false		           24             MR. DODGE:  Thank you.  Mr. Higgins is				false

		5951						LN		226		25		false		           25   available for cross.				false

		5952						PG		227		0		false		page 227				false

		5953						LN		227		1		false		            1             CHAIRMAN LAVAR:  Mr. Cook?				false

		5954						LN		227		2		false		            2             MR. COOK:  He's my witness.				false

		5955						LN		227		3		false		            3             CHAIRMAN LAVAR:  Oh.  Ms. Schmid?				false

		5956						LN		227		4		false		            4             MS. SCHMID:  No questions.				false

		5957						LN		227		5		false		            5             CHAIRMAN LAVAR:  Mr. Olsen?				false

		5958						LN		227		6		false		            6                      CROSS-EXAMINATION				false

		5959						LN		227		7		false		            7   BY MR. OLSEN:				false

		5960						LN		227		8		false		            8        Q.   Just one clarification if I could.  On your --				false

		5961						LN		227		9		false		            9   I don't want to misstate this, but in your summary,				false

		5962						LN		227		10		false		           10   did you say that this workshop, as a predicate to the				false

		5963						LN		227		11		false		           11   workshop would be an assumption that there should be some				false

		5964						LN		227		12		false		           12   sort of transportation imbalance charge made and it was				false

		5965						LN		227		13		false		           13   a question of how much it should be?				false

		5966						LN		227		14		false		           14        A.   I believe that would up the Commission's				false

		5967						LN		227		15		false		           15   discretion.  And so, I believe that in my rebuttal				false

		5968						LN		227		16		false		           16   testimony, I identified what I believe would be the				false

		5969						LN		227		17		false		           17   appropriate topics for such a workshop.				false

		5970						LN		227		18		false		           18             But certainly, you know, to the extent that the				false

		5971						LN		227		19		false		           19   Commission requires the workshop, it would be, you know,				false

		5972						LN		227		20		false		           20   up to the Commission to set those guidelines.				false

		5973						LN		227		21		false		           21             And I think it would be helpful, for example,				false

		5974						LN		227		22		false		           22   if the Commission were to determine that part of the				false

		5975						LN		227		23		false		           23   equation needs to be an examination of how best to use				false

		5976						LN		227		24		false		           24   suppliers in addressing this question.  That could be one				false

		5977						LN		227		25		false		           25   of the requirements of the workshop.				false

		5978						PG		228		0		false		page 228				false

		5979						LN		228		1		false		            1             And, you know, at this point, prior discussions				false

		5980						LN		228		2		false		            2   have not led to a resolution of this matter, but I think				false

		5981						LN		228		3		false		            3   if the Commission were to provide firm guidance that				false

		5982						LN		228		4		false		            4   that should be one of the elements that's addressed,				false

		5983						LN		228		5		false		            5   that would be very helpful.				false

		5984						LN		228		6		false		            6             MR. OLSEN:  Thank you.  Nothing further.				false

		5985						LN		228		7		false		            7             CHAIRMAN LAVAR:  Ms. Clark?				false

		5986						LN		228		8		false		            8                      CROSS-EXAMINATION				false

		5987						LN		228		9		false		            9   BY MS. CLARK:				false

		5988						LN		228		10		false		           10        Q.   Just one.  Would you agree, Mr. Higgins,				false

		5989						LN		228		11		false		           11   that under either your proposal or that set forth by the				false

		5990						LN		228		12		false		           12   Company, a customer who stays within the five percent				false

		5991						LN		228		13		false		           13   tolerance would not pay the rate?				false

		5992						LN		228		14		false		           14        A.   Yes.				false

		5993						LN		228		15		false		           15             MS. CLARK:  Okay.  That's all I have.				false

		5994						LN		228		16		false		           16   Thank you.				false

		5995						LN		228		17		false		           17             CHAIRMAN LAVAR:  Thank you.  Any redirect?				false

		5996						LN		228		18		false		           18             MR. DODGE:  No.  Thank you.				false

		5997						LN		228		19		false		           19             CHAIRMAN LAVAR:  Okay.  Mr. White?				false

		5998						LN		228		20		false		           20             COMMISSIONER WHITE:  No questions.				false

		5999						LN		228		21		false		           21             CHAIRMAN LAVAR:  Mr. Clark?				false

		6000						LN		228		22		false		           22             COMMISSIONER CLARK:  No questions.				false

		6001						LN		228		23		false		           23             CHAIRMAN LAVAR:  Thank you, Mr. Higgins.				false

		6002						LN		228		24		false		           24             THE WITNESS:  Thank you.				false

		6003						LN		228		25		false		           25             CHAIRMAN LAVAR:  Do we have a delay now until				false

		6004						PG		229		0		false		page 229				false

		6005						LN		229		1		false		            1   the next witness?				false

		6006						LN		229		2		false		            2             MR. DODGE:  Yes.  My understanding is that				false

		6007						LN		229		3		false		            3   there's a public witness set at five o'clock,				false

		6008						LN		229		4		false		            4   public witness time?				false

		6009						LN		229		5		false		            5             CHAIRMAN LAVAR:  Yes.				false

		6010						LN		229		6		false		            6             MR. DODGE:  And Mr. Swenson said he might be				false

		6011						LN		229		7		false		            7   able to come earlier if necessary, but it seems to me				false

		6012						LN		229		8		false		            8   unless people think it'll take more than 45 minutes,				false

		6013						LN		229		9		false		            9   then it would surprise me that getting back together				false

		6014						LN		229		10		false		           10   at 4:15 for Mr. Swenson and end at five for any public				false

		6015						LN		229		11		false		           11   witnesses would make sense.  That would be my proposal.				false

		6016						LN		229		12		false		           12             CHAIRMAN LAVAR:  Okay.				false

		6017						LN		229		13		false		           13             Any objection to that proposal from anyone?				false

		6018						LN		229		14		false		           14             MS. CLARK:  No.				false

		6019						LN		229		15		false		           15             MS. SCHMID:  No objection.				false

		6020						LN		229		16		false		           16             CHAIRMAN LAVAR:  Okay.  We'll be in recess				false

		6021						LN		229		17		false		           17   until 4:15.  Thank you.				false

		6022						LN		229		18		false		           18             (Recess taken 3:03 p.m. to 4:15 p.m.)				false

		6023						LN		229		19		false		           19             CHAIRMAN LAVAR:  Okay.  We're on the record.				false

		6024						LN		229		20		false		           20             Do we have the next witness on the telephone?				false

		6025						LN		229		21		false		           21   We do?  Okay.  Mr. Dodge?				false

		6026						LN		229		22		false		           22             MR. DODGE:  Thank you, Mr. Chairman.				false

		6027						LN		229		23		false		           23             For the last witness, this is US Magnesium's				false

		6028						LN		229		24		false		           24   witness Roger Swenson who's on the telephone with your				false

		6029						LN		229		25		false		           25   indulgence.  And thank you for that.				false

		6030						PG		230		0		false		page 230				false

		6031						LN		230		1		false		            1             Mr. Swenson, can you hear me okay?				false

		6032						LN		230		2		false		            2             THE WITNESS:  Yes, I can.				false

		6033						LN		230		3		false		            3             MR. DODGE:  Okay.  Good.  If you'll speak up				false

		6034						LN		230		4		false		            4   like that, I think people will be able to hear you back.				false

		6035						LN		230		5		false		            5   Mr. Swenson --				false

		6036						LN		230		6		false		            6             CHAIRMAN LAVAR:  Let me put him under oath.				false

		6037						LN		230		7		false		            7             MR. DODGE:  I'm sorry.  Thank you.				false

		6038						LN		230		8		false		            8             CHAIRMAN LAVAR:  Mr. Swenson, I'll just place				false

		6039						LN		230		9		false		            9   you under oath.  Do you swear to tell the truth?				false

		6040						LN		230		10		false		           10             THE WITNESS:  I do.				false

		6041						LN		230		11		false		           11             CHAIRMAN LAVAR:  Thank you.				false

		6042						LN		230		12		false		           12                        ROGER SWENSON,				false

		6043						LN		230		13		false		           13               having first been duly sworn, was				false

		6044						LN		230		14		false		           14               examined and testified as follows:				false

		6045						LN		230		15		false		           15                      DIRECT EXAMINATION				false

		6046						LN		230		16		false		           16   BY MR. DODGE:				false

		6047						LN		230		17		false		           17        Q.   Mr. Swenson, would you give your full name				false

		6048						LN		230		18		false		           18   and on whose behalf you're testifying here?				false

		6049						LN		230		19		false		           19        A.   My name is Roger Swenson.  I work with E-Quant				false

		6050						LN		230		20		false		           20   Consulting, and I'm testifying in this matter today				false

		6051						LN		230		21		false		           21   on behalf of US Magnesium.				false

		6052						LN		230		22		false		           22        Q.   And, Mr. Swenson, did you cause to be prepared				false

		6053						LN		230		23		false		           23   and filed in this docket US Mag Exhibit 1.0, your direct				false

		6054						LN		230		24		false		           24   testimony, US Mag Exhibit 1.0R, rebuttal testimony,				false

		6055						LN		230		25		false		           25   and US Mag Exhibit 1.0SR surrebuttal testimony?				false

		6056						PG		231		0		false		page 231				false

		6057						LN		231		1		false		            1        A.   Yes, I did.				false

		6058						LN		231		2		false		            2        Q.   And do you have any corrections to any of that				false

		6059						LN		231		3		false		            3   prefiled testimony?				false

		6060						LN		231		4		false		            4        A.   No, I do not.				false

		6061						LN		231		5		false		            5        Q.   And do you adopt that testimony as your				false

		6062						LN		231		6		false		            6   testimony under oath here this afternoon?				false

		6063						LN		231		7		false		            7        A.   Yes, I do.				false

		6064						LN		231		8		false		            8             MR. DODGE:  I'd move the admission of				false

		6065						LN		231		9		false		            9   US Mag Exhibits 1, 1R, and 1SR, Mr. Chairman.				false

		6066						LN		231		10		false		           10             CHAIRMAN LAVAR:  Any objection from any party?				false

		6067						LN		231		11		false		           11             MR. OLSEN:  No objection.				false

		6068						LN		231		12		false		           12             MS. SCHMID:  No.				false

		6069						LN		231		13		false		           13             MS. CLARK:  No objection.				false

		6070						LN		231		14		false		           14             CHAIRMAN LAVAR:  Okay.  They'll be entered.				false

		6071						LN		231		15		false		           15             (US Mag Exhibit 1.0, Exhibit 1.0R,				false

		6072						LN		231		16		false		           16   Exhibit 1.0SR marked and admitted)				false

		6073						LN		231		17		false		           17   BY MR. DODGE:				false

		6074						LN		231		18		false		           18        Q.   Thank you.  Mr. Swenson, do you have a brief				false

		6075						LN		231		19		false		           19   summary of your testimony?				false

		6076						LN		231		20		false		           20        A.   Yes, I do.				false

		6077						LN		231		21		false		           21        Q.   Would you present that now, please?				false

		6078						LN		231		22		false		           22        A.   I believe that customers should be shown what				false

		6079						LN		231		23		false		           23   the proposed charges will be for a period to understand				false

		6080						LN		231		24		false		           24   the value of spending time to improve accuracy.				false

		6081						LN		231		25		false		           25             I recommend that a year of informative feedback				false

		6082						PG		232		0		false		page 232				false

		6083						LN		232		1		false		            1   be provided to customers showing what these charges could				false

		6084						LN		232		2		false		            2   be.  I think this will create a more accurate value base				false

		6085						LN		232		3		false		            3   driving the accuracy that customers can have and taking				false

		6086						LN		232		4		false		            4   the time to do that will establish a better test period				false

		6087						LN		232		5		false		            5   data for the basis for actual costs.				false

		6088						LN		232		6		false		            6             I believe that calculations should include real				false

		6089						LN		232		7		false		            7   data and actual costs taking into account net positions				false

		6090						LN		232		8		false		            8   for all system gases and usage on the system.				false

		6091						LN		232		9		false		            9             I believe it should take into account a level				false

		6092						LN		232		10		false		           10   of baseline flexibility that the system has inherently				false

		6093						LN		232		11		false		           11   such as line pack before initiating a calculation of				false

		6094						LN		232		12		false		           12   costs.  I worry about shortcuts that seem easier but				false

		6095						LN		232		13		false		           13   I don't believe will give the results that we're after				false

		6096						LN		232		14		false		           14   in this matter.				false

		6097						LN		232		15		false		           15             A single variable charge essentially can				false

		6098						LN		232		16		false		           16   penalize accurate nominating customers without a cost				false

		6099						LN		232		17		false		           17   basis.  I'm concerned about implementing rates based				false

		6100						LN		232		18		false		           18   on a value of service and calculating the cost basis				false

		6101						LN		232		19		false		           19   on things that may not have occurred.				false

		6102						LN		232		20		false		           20             The best example in this matter is the assumed				false

		6103						LN		232		21		false		           21   losses of gas on transportation that may or may not have				false

		6104						LN		232		22		false		           22   occurred and assuming the cost for that imaginary lost				false

		6105						LN		232		23		false		           23   gas at two times the market value of gas using the				false

		6106						LN		232		24		false		           24   customer WACOG gas price.				false

		6107						LN		232		25		false		           25             That's the summary of my testimony.				false

		6108						PG		233		0		false		page 233				false

		6109						LN		233		1		false		            1             MR. DODGE:  Thank you, Mr. Swenson.				false

		6110						LN		233		2		false		            2   Mr. Swenson's available for cross-examination.				false

		6111						LN		233		3		false		            3             CHAIRMAN LAVAR:  Mr. Cook?				false

		6112						LN		233		4		false		            4             MR. COOK:  No questions.				false

		6113						LN		233		5		false		            5             MR. WILLIAMS:  No questions.				false

		6114						LN		233		6		false		            6             CHAIRMAN LAVAR:  Ms. Schmid?				false

		6115						LN		233		7		false		            7             MS. SCHMID:  No questions.				false

		6116						LN		233		8		false		            8             CHAIRMAN LAVAR:  Mr. Olsen?				false

		6117						LN		233		9		false		            9             MR. OLSEN:  Yeah.  I have just a couple.				false

		6118						LN		233		10		false		           10                      CROSS-EXAMINATION				false

		6119						LN		233		11		false		           11   BY MR. OLSEN:				false

		6120						LN		233		12		false		           12        Q.   Can you hear me, Mr. Swenson?				false

		6121						LN		233		13		false		           13        A.   Yes.  I'm turning my phone up just a little				false

		6122						LN		233		14		false		           14   bit.  But let me try now.				false

		6123						LN		233		15		false		           15        Q.   All right.  Thank you.  This is Rex Olsen.				false

		6124						LN		233		16		false		           16   I'm the lawyer for the Office of Consumer Services.				false

		6125						LN		233		17		false		           17             Do you have your surrebuttal testimony?				false

		6126						LN		233		18		false		           18        A.   Yes, I do.				false

		6127						LN		233		19		false		           19        Q.   Can I ask you to look at lines 32 through 36?				false

		6128						LN		233		20		false		           20        A.   I've got that up.				false

		6129						LN		233		21		false		           21        Q.   Great.  Thank you.  It appears there that				false

		6130						LN		233		22		false		           22   you're suggesting that the Company should train less				false

		6131						LN		233		23		false		           23   sophisticated TS customers how to forecast demand.				false

		6132						LN		233		24		false		           24             Is that a fair assessment on that?				false

		6133						LN		233		25		false		           25        A.   I'm sorry.  I was looking at my rebuttal				false

		6134						PG		234		0		false		page 234				false

		6135						LN		234		1		false		            1   testimony.				false

		6136						LN		234		2		false		            2        Q.   Ah.  That would do it.				false

		6137						LN		234		3		false		            3        A.   Yes.  Now I'm looking at it.  Yeah.  What I was				false

		6138						LN		234		4		false		            4   suggesting there, that the Company may have the better				false

		6139						LN		234		5		false		            5   expertise to help some of these smaller individual				false

		6140						LN		234		6		false		            6   customers learn how to forecast somewhat better.				false

		6141						LN		234		7		false		            7        Q.   Well, who would you suggest should pay for that				false

		6142						LN		234		8		false		            8   service?  Would that be the sales customers or the TS				false

		6143						LN		234		9		false		            9   customers or who?				false

		6144						LN		234		10		false		           10        A.   Well, I think the -- I think that all				false

		6145						LN		234		11		false		           11   transportation customers pay a fixed cost fee to help				false

		6146						LN		234		12		false		           12   cover the costs of the extra services that the Company				false

		6147						LN		234		13		false		           13   provides.  So, I assume that those account reps could be				false

		6148						LN		234		14		false		           14   utilized that are being paid out of those administrative				false

		6149						LN		234		15		false		           15   charges.				false

		6150						LN		234		16		false		           16        Q.   Well, I'd submit that might not that kind of				false

		6151						LN		234		17		false		           17   training be better considered the responsibility of the				false

		6152						LN		234		18		false		           18   agents who have solicited the customers?				false

		6153						LN		234		19		false		           19        A.   I'm not sure I believe that it's the agent's				false

		6154						LN		234		20		false		           20   responsibility.  You know, I believe it's the customer's				false

		6155						LN		234		21		false		           21   responsibility to do it right, but I believe that the				false

		6156						LN		234		22		false		           22   entity with probably the best knowledge about how to				false

		6157						LN		234		23		false		           23   forecast your gas usage is the company and their experts				false

		6158						LN		234		24		false		           24   that work with these customers for many years.				false

		6159						LN		234		25		false		           25        Q.   I guess the final question I have on that is,				false

		6160						PG		235		0		false		page 235				false

		6161						LN		235		1		false		            1   by what metric or who would determine which of these				false

		6162						LN		235		2		false		            2   customers would lack the sophistication such that they				false

		6163						LN		235		3		false		            3   would qualify for the services?				false

		6164						LN		235		4		false		            4        A.   Oh.  I think if you were following my first				false

		6165						LN		235		5		false		            5   point where I'm suggesting that I think customers should				false

		6166						LN		235		6		false		            6   be given the feedback for some period of time to see how				false

		6167						LN		235		7		false		            7   bad they are, we could take a look at the worst				false

		6168						LN		235		8		false		            8   25 percent of all customers.				false

		6169						LN		235		9		false		            9             And I think that probably providing that kind				false

		6170						LN		235		10		false		           10   of feedback to people can change behavior in a positive				false

		6171						LN		235		11		false		           11   way by telling people that if you're the worst person				false

		6172						LN		235		12		false		           12   in terms of your percentage of nominations on the whole				false

		6173						LN		235		13		false		           13   system, you know you've got something wrong.				false

		6174						LN		235		14		false		           14             MR. OLSEN:  Okay.  I have nothing further.				false

		6175						LN		235		15		false		           15   Thank you.  I appreciate that.				false

		6176						LN		235		16		false		           16             THE WITNESS:  Sure.				false

		6177						LN		235		17		false		           17             CHAIRMAN LAVAR:  Ms. Clark?				false

		6178						LN		235		18		false		           18             MS. CLARK:  I have no questions.  Thank you.				false

		6179						LN		235		19		false		           19             CHAIRMAN LAVAR:  Okay.  Any redirect,				false

		6180						LN		235		20		false		           20   Mr. Dodge?				false

		6181						LN		235		21		false		           21             MR. DODGE:  No.  Thank you, Mr. Chairman.				false

		6182						LN		235		22		false		           22             CHAIRMAN LAVAR:  Commissioner White?				false

		6183						LN		235		23		false		           23             MS. CLARK:  No questions.				false

		6184						LN		235		24		false		           24             CHAIRMAN LAVAR:  Commissioner Clark?				false

		6185						LN		235		25		false		           25             COMMISSIONER CLARK:  No questions.				false

		6186						PG		236		0		false		page 236				false

		6187						LN		236		1		false		            1             CHAIRMAN LAVAR:  Thank you, Mr. Swenson.				false

		6188						LN		236		2		false		            2   We're all finished.				false

		6189						LN		236		3		false		            3             THE WITNESS:  Thank you very much for indulging				false

		6190						LN		236		4		false		            4   me on the phone with testimony.  I appreciate that from				false

		6191						LN		236		5		false		            5   the Commission and all the parties.  Thanks.				false

		6192						LN		236		6		false		            6             CHAIRMAN LAVAR:  Any other matters that need				false

		6193						LN		236		7		false		            7   to be addressed before we recess until the public witness				false

		6194						LN		236		8		false		            8   hearing at five o'clock?				false

		6195						LN		236		9		false		            9             MS. CLARK:  The only matter the Company would				false

		6196						LN		236		10		false		           10   raise, we would request the opportunity for post-hearing				false

		6197						LN		236		11		false		           11   briefs in lieu of closing statements.				false

		6198						LN		236		12		false		           12             So, we would make that request.				false

		6199						LN		236		13		false		           13             CHAIRMAN LAVAR:  Post-hearing legal brief or				false

		6200						LN		236		14		false		           14   statement or ...				false

		6201						LN		236		15		false		           15             MS. CLARK:  Either.  We'd like the opportunity				false

		6202						LN		236		16		false		           16   to synthesize some of what was said here today along with				false

		6203						LN		236		17		false		           17   the prefiled testimony to the extent that there are legal				false

		6204						LN		236		18		false		           18   issues.  And I think a couple have been raised today.				false

		6205						LN		236		19		false		           19             We'd like to address those in a brief or				false

		6206						LN		236		20		false		           20   statement post hearing rather than having closing				false

		6207						LN		236		21		false		           21   statements here tonight.				false

		6208						LN		236		22		false		           22             CHAIRMAN LAVAR:  Do you have a proposal				false

		6209						LN		236		23		false		           23   in terms of timeframe and whether there should be a page				false

		6210						LN		236		24		false		           24   limit or anything like that before we go to the other				false

		6211						LN		236		25		false		           25   parties?				false

		6212						PG		237		0		false		page 237				false

		6213						LN		237		1		false		            1             MS. CLARK:  I would -- we're happy to do				false

		6214						LN		237		2		false		            2   whatever the Commission thinks is appropriate.  I hadn't				false

		6215						LN		237		3		false		            3   given page limits any thought, but I think a week or ten				false

		6216						LN		237		4		false		            4   days would be plenty of time to put together what we				false

		6217						LN		237		5		false		            5   need.				false

		6218						LN		237		6		false		            6             CHAIRMAN LAVAR:  Okay.  Thank you.				false

		6219						LN		237		7		false		            7             Ms. Schmid, any comment on the proposal?				false

		6220						LN		237		8		false		            8             MS. SCHMID:  Yes, I do.  If post-hearing briefs				false

		6221						LN		237		9		false		            9   are ordered, I believe that it would be necessary to have				false

		6222						LN		237		10		false		           10   a copy of the transcript in hand for those briefs to be				false

		6223						LN		237		11		false		           11   most meaningful.  So, if they are ordered, I'd suggest				false

		6224						LN		237		12		false		           12   that the time period begin to run after the transcript				false

		6225						LN		237		13		false		           13   is posted on the Commission's Web site.				false

		6226						LN		237		14		false		           14             MS. CLARK:  The Company would be happen to				false

		6227						LN		237		15		false		           15   arrange with the court reporter for an expedited				false

		6228						LN		237		16		false		           16   transcript as well to the extent that's helpful.				false

		6229						LN		237		17		false		           17             CHAIRMAN LAVAR:  Okay.  Thank you.				false

		6230						LN		237		18		false		           18             Anything else, Ms. Schmid?				false

		6231						LN		237		19		false		           19             MS. SCHMID:  I may ask for a few extra days				false

		6232						LN		237		20		false		           20   for all of us because, yes, I'll say it on the record,				false

		6233						LN		237		21		false		           21   I'm going on vacation.				false

		6234						LN		237		22		false		           22             CHAIRMAN LAVAR:  Okay.  Mr. Olsen?				false

		6235						LN		237		23		false		           23             MR. OLSEN:  I don't believe the Office feels				false

		6236						LN		237		24		false		           24   that's necessary to have post-hearing briefs, but				false

		6237						LN		237		25		false		           25   obviously if you direct us to do those, we will do them				false
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            1                    P R O C E E D I N G S



            2             CHAIRMAN LAVAR:  Okay.  Good morning.



            3             This is the time and place for the hearing



            4   in the Matter of the Application of Questar Gas Company



            5   to Make Tariff Modifications to Charge Transportation



            6   Customers for use of Supplier-Non-Gas Services.



            7             This is Public Service Commission Docket Number



            8   14-057-31.  I'm Thad Lavar.  To my right is Commissioner



            9   David Clark and to my left is Commissioner Jordan White.



           10   We welcome Jordan White to the Commission.  This is his



           11   first hearing since his appointment.  So, we're thrilled



           12   to have him joining us in this new capacity.



           13             We have a few preliminary matters to deal with,



           14   but we'll take appearances first.



           15             And I would also note, the court reporter has



           16   reminded me to ask everyone to do their best to speak



           17   slowly so we can get an accurate and good record of this



           18   proceeding today.  So, I'll pass that on.



           19             We'll start with appearances from the



           20   applicant.



           21             MS. CLARK:  Thank you.  My name is Jenniffer



           22   Clark.  I'm the attorney for Questar Gas Company.  And I



           23   have with me a number of people.  The two that you will



           24   be speaking with today are the witnesses from whom you've



           25   seen testimony.  To my right is Mr. William Schwarzenbach
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            1   and to his right is Kelly Mendenhall.



            2             MS. SCHMID:  Good morning.  Patricia E. Schmid



            3   with the Attorney General's Office on behalf of the



            4   Division of Public Utilities.  The Division's witness



            5   Douglas D. Wheelwright is here today and is seated



            6   on my left.



            7             MR. OLSEN:  Rex Olson on behalf of the Office



            8   of Consumer Services.  And we will have two witnesses



            9   today, Gavin Mangelson who has submitted testimony and



           10   Jerome Mierzwa who is sitting on my right.



           11             CHAIRMAN LAVAR:  Thank you.



           12             MR. DODGE:  Gary Dodge on behalf of UAE as well



           13   as CIMA and US Magnesium.  We have all the witnesses that



           14   have appeared for those witnesses in the room -- that



           15   will attend and testify personally.



           16             And we've requested that Roger Swenson



           17   on behalf of US Magnesium be allowed to testify



           18   telephonically.  And I've mentioned this to staff for the



           19   Commission.  But he's available either any time between



           20   four and five this afternoon or anytime tomorrow morning



           21   if this goes into tomorrow.  We would request that he be



           22   allowed to testify by phone at one of those times.



           23             CHAIRMAN LAVAR:  Okay.  Thank you.



           24             MR. COOK:  Jeremy Cook on behalf of Nucor State



           25   of Utah.  We have the same witnesses.
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            1             THE HEARING OFFICER:  Okay.



            2             MR. WILLIAMS:  Larry Williams on behalf of



            3   Summit Energy.  Mike McGuire (sic) is here with us today



            4   also.



            5             MR. OLSEN:  Excuse me.



            6             Is that McGuire or McGarvey?



            7             MR. WILLIAMS:  I'm sorry.  McGarvey.



            8             CHAIRMAN LAVAR:  Okay.  Thank you.



            9             Our next matter is the pending motion.  We have



           10   a motion from the Office of Consumer Services, and we



           11   have responses to that motion filed by the Division of



           12   Public Utilities and Questar Gas.



           13             We'll take a brief moment if the parties desire



           14   to comment further on what they have submitted on the



           15   motion.  And as we do that, I want to start out with one



           16   question to Mr. Olsen.



           17             You cited an administrative rule that supports



           18   the policy of avoiding unnecessary cross-examination.



           19             Are you aware of any other statutes or rules



           20   more specifically on point to this matter?



           21             MR. OLSEN:  I am not, Commissioner.  And that



           22   is part of the conundrum.  We don't really have any --



           23   I couldn't find anything in either the rules or a



           24   applicable statute regarding -- the way this hearing must



           25   be undertaken.  It's simply a matter of the normal
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            1   procedures the commissions typically undertake.



            2             CHAIRMAN LAVAR:  Okay.  Do you have anything



            3   else you want to add to your motion?



            4             MR. OLSEN:  No, Your Honor.  I think it speaks



            5   for itself.



            6             CHAIRMAN LAVAR:  Okay.



            7             Ms. Clark, do you have --



            8             MS. CLARK:  The Company would just rely on what



            9   was submitted in its pleading and has nothing to add.



           10   Thank you.



           11             CHAIRMAN LAVAR:  Okay.  Ms. Schmid?



           12             MS. SCHMID:  The Division, too, will rely upon



           13   what is stated in its pleading.



           14             CHAIRMAN LAVAR:  Okay.  Thank you.



           15             Mr. Williams?



           16             MR. WILLIAMS:  Yes.



           17             CHAIRMAN LAVAR:  Would you like to add anymore



           18   to the response we received yesterday?



           19             MR. WILLIAMS:  I did submit a response



           20   yesterday.  I think that it fairly clearly states our



           21   argument.  I do want to make a point of one mistake that



           22   I did make which was the date on that.



           23             On that I actually put today's date on there



           24   by mistake when it was actually filed yesterday.



           25             CHAIRMAN LAVAR:  Okay.  Do either Mr. Dodge
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            1   or -- and I'm sorry.  I didn't write your name down when



            2   you said it.



            3             MR. COOK:  Jeremy Cook.



            4             CHAIRMAN LAVAR:  Jeremy Cook.  Okay.



            5             Do either of you have any comment on the



            6   pending motion?



            7             MR. DODGE:  If I might -- and you know me.



            8   I can't -- I can't pass up an opportunity to talk.



            9             I guess I would just point out that although



           10   it's probably obvious to those of us who are here on a



           11   regular basis what the Commission means when it says



           12   in the scheduling order, direct rebuttal, sir rebuttal,



           13   it isn't necessarily obvious to people who aren't here on



           14   a regular basis.  And this was a very unusual scheduling



           15   order in that it went Company and intervenors, then



           16   Division and Office and then rebuttal and surrebuttal.



           17             It may behoove us in the future as I know in



           18   some scheduling orders this Commission has done in the



           19   past to actually state, response to testimony filed on



           20   this date is due, responsive testimony filed on that date



           21   is due as opposed to just using the word "surrebuttal"



           22   and "rebuttal" because I believe as they pointed out in



           23   their brief that they believed they were filing to



           24   surrebuttal to rebuttal filed in what was called direct



           25   testimony.  So, I think it's easy to see the mistake and
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            1   I think the Commission ought to recognize that those that



            2   don't practice here all the time may not have understood



            3   the order they were supposed to go in.



            4             CHAIRMAN LAVAR:  Thank you.



            5             MR. OLSEN:  Commissioner, if I may.  I just had



            6   one thing.  The Office did not mean to repute any kind of



            7   ill motive to Mr. McGarvey.  It was simply the result of



            8   how he did some things that created the problem for us.



            9             CHAIRMAN LAVAR:  Mr. Cook, did you have



           10   anything else to add?



           11             MR. COOK:  I don't have anything, Commissioner.



           12             MR. WILLIAMS:  Let me just respond real



           13   quickly.  We believe that we actually followed the order



           14   as it was written as I stated in the brief.



           15             Very specifically, I went back to look at the



           16   order to make sure that what the order actually said is



           17   what it -- what we did.  And we do believe that we



           18   followed the order as it was written.



           19             CHAIRMAN LAVAR:  Let me just see if we need a



           20   moment to deliberate.



           21             (Discussion off the record)



           22             CHAIRMAN LAVAR:  We're going to deny the motion



           23   to strike.  The filing of written testimony certainly



           24   improves the efficiency and the process that we use to



           25   get through our hearings.
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            1             We don't see this issue as one that is a legal



            2   basis for the exclusion of evidence in this hearing.



            3             However, we recognize the issues raised by



            4   those who raised the objections.  And so, what we're



            5   going to allow is the applicant, the Division, and the



            6   Office may have any of their witnesses address the issues



            7   raised in Mr. McGarvey's surrebuttal either during their



            8   presentations or if any of those three parties want to



            9   recall a witness following Mr. McGarvey, we'll allow



           10   that.  And that's the way we'll move forward on this



           11   issue.  Thank you.



           12             MR. OLSEN:  Thank you.



           13             MS. SCHMID:  Thank you.



           14             CHAIRMAN LAVAR:  The only other clearing matter



           15   I'm aware of is order of presentations and order of



           16   cross-examinations.



           17             It seems there might be some benefit in this



           18   case in the interest of keeping parties with similar



           19   positions presenting and cross-examining consequentially



           20   to have the order of presentations be the applicant first



           21   then the Office of Consumer Services then the Division of



           22   Public Utilities.



           23             And then we also need to deal with what order



           24   the other intervenors will go in, but with respect to



           25   this matter, are there any thoughts or objections to that
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            1   order of presentation?



            2             MR. OLSEN:  We'll be happy to comply with that.



            3             MS. SCHMID:  The Division is fine with it as



            4   well.



            5             CHAIRMAN LAVAR:  Okay.  Mr. Dodge,



            6   Mr. Williams, and Mr. Cook, in terms of order of



            7   presentation for the other intervening parties --



            8             You mentioned you have one on the phone with



            9   some time limitations.



           10             Are there any other preferences with respect



           11   to order of presentation?



           12             MR. DODGE:  I don't think in particular.



           13   I think we're prepared to go in any order.  There are



           14   some scheduling considerations among the witnesses



           15   at this table, for the parties at this table.



           16             And so, it'll depend a little on where we are



           17   and whether we're going to finish today or move into



           18   tomorrow.  But if we may, we would let you know as we get



           19   a little further in in exactly which order.



           20             It's likely that we will start with either



           21   Mr. McGarvey or Mr. Medura and then again fit Mr. Swenson



           22   in when we can on the phone and then Mr. Fishman and then



           23   Mr. Higgins and in perhaps that order.



           24             But again, scheduling considerations may shift



           25   one or more of those around.
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            1             CHAIRMAN LAVAR:  Okay.  Well, when we get to



            2   that point, then I'll just turn to the three of you and



            3   see where we are.



            4             MR. DODGE:  In terms of cross-examination,



            5   I assume we'll just go down the table, but if either of



            6   them wants to go first, I'm happy to allow that, too.



            7             CHAIRMAN LAVAR:  Is that amenable to all three



            8   of you?



            9             (No objections expressed)



           10             CHAIRMAN LAVAR:  Okay.  Any other preliminary



           11   matters that we've missed?



           12             (No verbal response)



           13             CHAIRMAN LAVAR:  Okay.  Ms. Clark, you may call



           14   your first witness.



           15             MS. CLARK:  Thank you.  The Company would call



           16   Kelly B. Mendenhall as its first witness.



           17             CHAIRMAN LAVAR:  Mr. Mendenhall, do you swear



           18   to tell the truth?



           19             THE WITNESS:  Yes.



           20             CHAIRMAN LAVAR:  Thank you.



           21                      KELLY MENDENHALL,



           22               having first been duly sworn, was



           23               examined and testified as follows:



           24                      DIRECT EXAMINATION



           25   BY MS. CLARK:
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            1        Q.   Mr. Mendenhall, would you please state your



            2   full name and your business address for the record?



            3        A.   Yes.  I'm Kelly B. Mendenhall, and I work for



            4   Questar Gas Company at 333 South State Street, Salt Lake



            5   City, Utah.



            6        Q.   What position do you hold with the company?



            7        A.   I'm the director or regulatory affairs.



            8        Q.   Mr. Mendenhall, I want to direct your attention



            9   to the testimony you filed in this matter, Questar Gas



           10   Company Exhibit 1.0, the Direct Testimony of Kelly



           11   Mendenhall with attached Exhibits 1.1 through 1.4.



           12   And that was filed on December 18th, 2014;



           13             Questar Gas Company Exhibit 1.0R, the Rebuttal



           14   Testimony of Kelly B. Mendenhall with attached



           15   Exhibits 1.1R that was filed on July 31st, 2015;



           16             And Questar Gas Company Exhibit 1.0SR, the



           17   Surrebuttal Testimony of Kelly B. Mendenhall with an



           18   attached Exhibit 1.1SR filed on August 14th, 2015.



           19             Are you familiar with these documents?



           20        A.   Yes.



           21        Q.   Were they prepared by you or under your



           22   direction?



           23        A.   Yes, they were.



           24        Q.   If you were asked the questions contained in



           25   that testimony today, would the responses be the same?





                                                                       16

�









            1        A.   Yes.



            2             MS. CLARK:  The Company would move for the



            3   admission of the documents identified.



            4             CHAIRMAN LAVAR:  Is there any objection to that



            5   admission of the direct, rebuttal, and surrebuttal



            6   testimony of Mr. Mendenhall?  Mr. Olsen?



            7             MR. OLSEN:  No objection.



            8             CHAIRMAN LAVAR:  Ms. Schmid?



            9             MS. SCHMID:  No objection.



           10             MR. DODGE:  No objections.



           11             CHAIRMAN LAVAR:  Okay.  It's admitted.



           12   Thank you.



           13             (QGC Exhibit 1.0, QGC Exhibit 1.0R,



           14   QGC Exhibit 1.0SR marked and admitted)



           15   BY MS. CLARK:



           16        Q.   Thank you.  Mr. Mendenhall, can you please



           17   summarize the contents of your testimony and the relief



           18   the company is seeking in this matter?



           19        A.   Sure.  There are two objectives the company



           20   is trying to accomplish in this docket.



           21             First, the company seeks to assign cost to



           22   transportation customers for the upstream balancing



           23   services they use on the system that are currently being



           24   paid for by sales customers.



           25             Second, the company seeks to incent customers
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            1   and their agents to improve their daily nominations.



            2   The Company has proposed a transportation and balance



            3   charge that will charge customers for the services they



            4   use and it should give them a financial incentive to more



            5   accurately make daily nominations.



            6             In my direct testimony, I determined that



            7   transportation customers use Questar Gas's upstream



            8   transportation, no notice and storage contracts to remedy



            9   daily imbalances and that the cost of those services



           10   amounted to 1.7 million.



           11             The 1.7 million in costs that was calculated



           12   in my testimony was supported by the Office and the



           13   Division.  Mr. Higgins disagreed with the calculation



           14   asserting that an imbalance charge should be assessed



           15   only after certain adjustments have been made.



           16             As a result, the proposed adjustments would



           17   reduce the overall amount that the transportation



           18   customers would be charged.



           19             The result of these adjustments reduces the



           20   calculated cost of these services by 80 percent from



           21   1.7 million to 337,000.



           22             If these adjustments are accepted, it will



           23   result in transportation customers not paying for all



           24   of the cost of the services that they use.



           25             The first adjustment is the issue of upstream
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            1   transportation and fuel.



            2             On any given day, transportation customers will



            3   either be over delivered or under delivered.  In the case



            4   of an over delivery, there will be excess gas at the



            5   city gate and the transportation customers will rely



            6   on the upstream transportation contract of the sales



            7   customers to absorb that excess gas.



            8             In the case of an under delivery, not enough



            9   gas will be delivered to meet the needs of customers on a



           10   given day and additional gas must be delivered to the



           11   city gate using the upstream transportation contract of



           12   Questar Gas.



           13             In both the case of an under delivery and an



           14   over delivery, Questar Gas must use its upstream



           15   transportation contract to remedy the imbalance.



           16   Thus, it is appropriate to include this cost



           17   in the rate calculation.



           18             The next issue is the adjustment to net



           19   transportation customer volumes with the sales customer



           20   volumes.  Some intervenors argue that on days when



           21   transportation customer imbalances and sales customer



           22   imbalances are netted, the transportation volume and



           23   balances should be reduced because the upstream services



           24   aren't physically being used.



           25             I disagree with this approach because Questar
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            1   Gas is still providing a service to transportation



            2   customers by managing their imbalance.



            3             Whether Questar Gas uses its upstream service



            4   contracts or offsets the transportation customer



            5   imbalances using sales volumes, the transportation



            6   customer imbalances have been eliminated for the day



            7   and transportation customers should be required to pay



            8   for that service.  This is consistent with the way



            9   interstate pipeline rates are calculated.



           10             The last major rate issue of disagreement



           11   is the issue of a line pack.  Mr. Higgins and Mr. Swenson



           12   argue that the system has a certain level of flexibility



           13   due to line pack and I have not made some sort of



           14   adjustment for this flexibility in my calculation.



           15             Questar Gas does not have a substantial amount



           16   of line pack on its system.  No evidence has been



           17   provided by any witness that there is five percent line



           18   back on the system.



           19             For accounting purposes, there is no line pack



           20   cost included on the company's books and for regulatory



           21   purposes there is no line pack included in the rate base.



           22             On the pipeline side, when Questar Gas has an



           23   imbalance, that entire imbalance is remedied by the



           24   upstream transportation, no-notice transportation, and



           25   storage services.
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            1             The pipeline does not allow a five percent



            2   tolerance before these services are used.  Thus, if this



            3   adjustment were allowed, the first five percent of



            4   imbalance volumes used by transportation customers would



            5   continue to be subsidized by sales customers.



            6             An issue that was raised by Mr. McGarvey and



            7   Mr. Medura was the use of market price gas versus the



            8   weighted average cost of gas to calculate the fuel gas



            9   reimbursement.



           10             In this case I used the weighted average cost



           11   of gas because it represents the actual cost of fuel that



           12   sales customers pay.  Any charge other than the WACOG



           13   rate would not correctly reflect this actual cost.



           14             There is also a difference in opinion on how



           15   the rates should be assessed.  The Company proposes that



           16   the rate be directly assessed to each customer on the



           17   volumes outside of a five percent imbalance tolerance.



           18             This five percent tolerance came from feedback



           19   the Company received from working groups.



           20             The proposal from some of the other parties is



           21   that a flat rate should be used.  While the flat rate is



           22   easier to assess and understand, it will not change



           23   customers' behavior.



           24             The company has concerns that incorrect daily



           25   nominations could lead to operational issues and lead to
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            1   higher penalties for transportation customers if supply



            2   curtailments occur.



            3             When considering customer behavior, the direct



            4   assessment is the better option because it will send a



            5   price signal to customers when they are out of balance.



            6             Some additional issues have been raised in this



            7   proceeding that I will brief address in this summary



            8   including the argument an additional workgroup is



            9   necessary to solve these issues.



           10             At the beginning of this docket, a scheduling



           11   conference was held and all parties were present.



           12   A rather lengthy schedule was set that allowed for



           13   discovery and for the parties to explain their points of



           14   view.  That process will conclude with these hearings.



           15             The Company has confidence in the regulatory



           16   process.  And there is enough evidence on the record



           17   for the Commission to make a decision.



           18             The disagreement of whether customers should be



           19   required to nominate accurately on a daily basis is a



           20   particularly contentious issue the parties have been



           21   trying to resolve for over two years now.



           22             A Commission directive on this issue in



           23   particular will give parties some clarity going forward.



           24             While the issue of aggregation has been briefly



           25   raised in this case, there is no proposal before the
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            1   Commission that clearly explains how the rate will be



            2   calculated or assessed.



            3             I have already aggregated the transportation



            4   volumes in the calculation of the rate and aggregating



            5   them again during the assessment of the rate would result



            6   in double counting and continued free balancing services



            7   for transportation customers.



            8             Some intervenors have also brought up the issue



            9   of additional metering.  There are two types of



           10   transportation customers on a Questar Gas system.



           11             We have industrial customers who use natural



           12   gas for processes and weather-sensitive customers who use



           13   natural gas for space heat.



           14             In the case of an industrial customer, most of



           15   them probably know how much gas their process is used and



           16   usage estimation is possible without realtime monitoring.



           17             For the weather-sensitive customers, realtime



           18   monitoring won't help predict what the weather will be



           19   the next day.



           20             In both cases, it is unlikely that investing in



           21   expensive measurable data will help greatly improve



           22   nominations.



           23             As a review of the data in QGC Exhibit 1.3



           24   shows, currently most customers change their nominations



           25   weekly or monthly.
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            1             A review of the data indicates that a better



            2   solution for improved nominations would be for customers



            3   and their agents to nominate on a daily basis rather than



            4   make additional investments on realtime measuring



            5   equipment.



            6             There's been discussion about the five percent



            7   imbalance tolerance that the company has proposed.  This



            8   is consistent with the daily tolerance limits already



            9   outlined in the tariff and the higher tolerance amount



           10   will result in customers not paying for the upstream



           11   balancing services they use.



           12             That summarized what I believe to be the major



           13   issues in the case.



           14             The Company respectfully asks the Commission



           15   to find that the assessment of a transportation imbalance



           16   charge to transportation customers is just and reasonable



           17   and in the public interest and to accept the company's



           18   rate design proposal.



           19             MS. CLARK:  Mr. Mendenhall is available for



           20   cross-examination.



           21             CHAIRMAN LAVAR:  Thank you.  Mr. Olsen?



           22             MR. OLSEN:  No cross.



           23             CHAIRMAN LAVAR:  Ms. Schmid?



           24                      CROSS-EXAMINATION



           25   BY MS. SCHMID:
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            1        Q.   Yes.  Good morning.



            2        A.   Good morning.



            3             MS. SCHMID:  I have some questions about the



            4   existing tariff provision that has the plus or minus five



            5   percent basis in it.



            6             To assist in my questioning, may I approach the



            7   witness and hand out copies of this tariff provision?



            8             CHAIRMAN LAVAR:  Yes.



            9   BY MS. SCHMID:



           10        Q.   Mr. Mendenhall, will you accept subject to



           11   check that what I have handed you is tariff provisions



           12   taken directly from the Questar.com Web site for



           13   Questar Gas?



           14        A.   Yes.



           15             MS. SCHMID:  Thank you.  Could we please mark



           16   this DPU Cross Exhibit-1?



           17             CHAIRMAN LAVAR:  Any objection to entering this



           18   as an exhibit?



           19             MS. CLARK:  No.  Thank you.



           20             (DPU Cross Exhibit 1 marked and admitted)



           21             MR. OLSEN:  Is there a copy that we might have?



           22   BY MS. SCHMID:



           23        Q.   Yes.  Sorry.  We've talked a little bit about



           24   transportation customers and about Questar Gas's firm



           25   sales service customers.
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            1             With regard to those firm sales customers,



            2   what does Questar Gas do when a plus or minus tolerance



            3   level is imposed?



            4        A.   Are you talking about sales customers or



            5   transportation customers?



            6        Q.   Sales customers.  What does Questar do for its



            7   own sales customers when there is a plus or minus five



            8   percent imbalance imposed?



            9        A.   Well, Questar Gas has purchased services



           10   to help balance the -- or take care, to remedy the



           11   imbalances of sales customers.



           12             So, when they put a five percent, a plus or



           13   minus five percent tolerance, it's on transportation



           14   customers and it's because there's supply constraints



           15   or concerns on the system.



           16        Q.   So, sales customers do not have to change their



           17   behavior at all?



           18        A.   Correct, because Questar Gas has gone out and



           19   purchased no-notice upstream transportation and storage



           20   services on a firm basis for these customers to help



           21   manage those imbalances.



           22             That's a high-level answer.  If you want to get



           23   into more detail, I would refer you to Mr. Schwarzenbach



           24   because he's the expert on that subject.



           25        Q.   I might be brave enough to go there.
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            1             How often has Questar Gas imposed that plus or



            2   minus five percent tolerance level upon transportation



            3   customers in the last year?



            4        A.   Are you talking about putting them on a



            5   restriction?



            6        Q.   Yes.



            7        A.   I -- I cannot give you a number.  I will tell



            8   you it's probably increased over the last couple of years



            9   more than it has been in the past.



           10        Q.   Can you recall if, when it has been imposed it



           11   has been imposed on a monthly or a daily basis?



           12        A.   It's been imposed on a daily basis with the



           13   customers being allowed to trade their imbalances away.



           14        Q.   If we could turn to DPU Cross Exhibit 1 to



           15   Section 5.01.  If we look at the bottom of the page, it



           16   says:    "In the event that the Company incurs fees,



           17        charges or costs as a result of the transportation



           18        of a customer's gas to the Company's distribution



           19        system by an upstream pipeline the Company will



           20        provide a statement of such charges or costs.



           21             "The customer will reimburse the Company for



           22        all fees, charges or costs associated with such



           23        transportation."



           24             Did I read that correctly?



           25        A.   I think you did.
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            1        Q.   How often has the company imposed reimbursement



            2   requirements on customers pursuant to 5.01?



            3        A.   We haven't.  That's one of the main purposes



            4   of this docket is to start instituting some kind of a



            5   charge for those services that are used.



            6        Q.   It seems like this matter has been under



            7   discussion for quite some time.



            8        A.   Yes.



            9        Q.   In connection with that, do you recall meeting



           10   with the transportation customers during the first half



           11   of 2014 about imbalances?



           12        A.   Yes.



           13        Q.   Isn't it true that as a result of those



           14   meetings, what Questar learned influenced the Company's



           15   proposal in this document?



           16        A.   Absolutely.  Yeah.  In fact, in those meetings,



           17   well, even in all three of those meetings we talked about



           18   this charge.  We proposed a few different options to the



           19   customers, and based on some of their feedback, that's --



           20   we used that feedback to develop this rate.



           21        Q.   But despite the fact that you learned



           22   information from those meetings that influenced your



           23   decisions and your proposal, you don't want to pursue



           24   a workgroup; is that right?



           25        A.   That's right.
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            1        Q.   When the Company imposes what I'll call an OFO,



            2   operational flow order, when is that triggered?



            3        A.   Well, so, an operational flow order is also



            4   called a daily restriction just so you know.  We'll



            5   probably use those terms interchangeably.



            6             And once again, I'm going to give you a very



            7   high-level answer, and you can ask Mr. Schwarzenbach for



            8   the actual details because he's the one who issues those



            9   OFOs.  But it would be -- and the way, if you read in the



           10   tariff, it's any time there is an operational or a supply



           11   concern, Questar Gas has the ability to issue one of



           12   those OFOs or daily restrictions.



           13        Q.   And the tolerance level that prompts an



           14   issuance of an OFO is plus or minus five percent?



           15        A.   I know OFO can be -- it could be plus or minus



           16   five percent.  It can be zero percent.  It can be ten



           17   percent packing, zero percent drafting.  I mean, it just



           18   depends on the operational situation that the company's



           19   in.  So, yeah, it's not just set at plus or minus five



           20   percent.  It really depends on the situation.



           21        Q.   The five percent, though, is what you're asking



           22   for here as a daily balancing restriction; is that right?



           23        A.   Not a daily balancing restriction.  I'm giving



           24   them a tolerance of five percent on the transportation



           25   imbalance charge.
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            1             So, for -- I mean, the assumption here is that



            2   they're using the services every day.  And as long as



            3   they maintain their imbalance within plus or minus five



            4   percent, they won't be charged for those services even



            5   though they are using them, but it's kind of --



            6             You know, as we -- we talked about the working



            7   group.  That seemed to be more palatable to the customers



            8   that we discussed this with.



            9             And so, we did that kind of as a compromise.



           10   And I think it's fair because it gives them, you know,



           11   some incentive to try and get their nominations in



           12   balance.



           13             MS. SCHMID:  Thank you.



           14             CHAIRMAN LAVAR:  Is that all, Ms. Schmid?



           15             MS. SCHMID:  Yes.



           16             CHAIRMAN LAVAR:  Okay.  Mr. Dodge?



           17                      CROSS-EXAMINATION



           18   BY MR. DODGE:



           19        Q.   Thank you, Mr. Chairman.



           20             Good morning, Mr. Mendenhall.



           21        A.   Good morning.



           22        Q.   We don't have the pleasure it seems of regular



           23   Questar proceedings in this Commission anymore.  It seems



           24   like they're fairly sporadic.  So, I think it's important



           25   for us to make sure we all understand what we're talking
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            1   about.  I'm going to ask you some relatively basic



            2   questions and hope that you can help.



            3        A.   Great.



            4        Q.   First of all, the cost that you're talking



            5   about here charging transportation customers for --



            6        A.   Yes.



            7        Q.   -- are upstream meaning Questar Pipeline, your



            8   upstream affiliate; right?



            9             It's services on that part of the pipeline



           10   in the form of transportation services, no-notice



           11   transportation services, and storage services; correct?



           12        A.   So, they are contracts that Questar Gas has



           13   on the upstream pipeline, Questar Pipeline, to help



           14   remedy the imbalances of sales customers.



           15        Q.   Correct.  And all of those services were



           16   purchased exclusively 100 percent for the sales



           17   customers; correct?



           18        A.   Correct.  And they are being used sometimes



           19   by the transportation customers.



           20        Q.   You have not at any point identified an



           21   incremental amount of upstream services that you need



           22   to purchase or will purchase for your transportation



           23   customers; correct?  Is that correct?



           24        A.   Yes, because the way I proposed this, it would



           25   be -- the rate would be available to or the services
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            1   would be available to transportation customers on an



            2   interruptible basis.



            3             So, yes, we've created a volumetric



            4   reimbursement charge to the sales customers and we will



            5   not go out and purchase additional service with the



            6   transportation customers.



            7        Q.   And that maybe lie in contrast to some



            8   utilities who actually purchase transportation, either



            9   firm or interruptible, and upstream balancing and



           10   no-notice services on behalf of their transportation



           11   customers.  Are you familiar with any utilities that



           12   do that?



           13        A.   I am not, no.



           14        Q.   If there were no transportation customers



           15   on your system, you'd still buy the exact amount of



           16   upstream firm services for your GS customers; correct?



           17        A.   Correct.



           18        Q.   If there were only transportation customers



           19   on your pipeline, if you were only a distribution company



           20   and not a gas sales company, you would buy no upstream



           21   services; correct?



           22        A.   Well, so, there's two ways to manage imbalances



           23   on the system.  And I'm not an expert, so if you want to



           24   get into details, you can ask Mr. Schwarzenbach.



           25             But ultimately the gas has to be balanced
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            1   somehow.  So, if there were only transportation customers



            2   on the system, you'd have two options.



            3             One would be to go out and purchase those



            4   services.  The other would be to physically control the



            5   amount of gas that they're using.  So, to monitor their



            6   usage and when they're short, you call them up and say,



            7   you need to go out and buy more gas.



            8             And if they kept burning, you actually



            9   physically reduce the amount of gas that they use.



           10             So, Questar Gas hasn't actually gone out and



           11   tried to figure out what we would do in that situation,



           12   but those would be the two options available at least



           13   from my understanding.



           14        Q.   Just so you understand, and I can raise this



           15   with Mr. Schwarzenbach, but are you familiar with the



           16   data response that he made to OCS 3.10 when he was asked,



           17   if you had only transportation customers, would you buy



           18   upstream services and he said there would be no need



           19   but we might have more restrictions?



           20             Does that sound about right?



           21        A.   I believe I read that data request.



           22        Q.   Okay.  So, assuming Mr. Schwarzenbach is



           23   correct, you wouldn't buy these services if you only had



           24   transportation, but there may be other restrictions you'd



           25   have to deal with; right?
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            1        A.   Correct.



            2        Q.   Is it a fair statement to say that



            3   transportation customers have never asked you to go buy



            4   upstream balancing services or transportation or other



            5   services on their behalf?



            6        A.   Yes.  But they have used them.



            7        Q.   So, this case, then, in your mind turns on use,



            8   not on your traditional cost incurrence, cost causation



            9   type allocation of cost; is that a fair statement?



           10        A.   Well my rate is based on typical pipeline rate



           11   design principles.  So, I think it is cost based.



           12   We're proposing to charge transportation customers for



           13   the cost that they would be paying if they were going out



           14   on Questar Pipeline and using the same services.



           15        Q.   Which they've never asked for?



           16        A.   Correct.



           17        Q.   So, and again, no incremental costs.



           18             And normally, in regulatory proceedings,



           19   we're allocating cost based on who causes the cost



           20   to be incurred; correct?



           21        A.   Well, there would be incremental costs.  In a



           22   lot of cases when Questar Gas uses its contracts either



           23   at the basin or on the transportation contract, you've



           24   got fuel.  You've got injection/withdrawal costs.  Those



           25   are actually incremental costs that are being paid
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            1   because of those imbalances.



            2        Q.   Well, we can talk about that later, but in



            3   terms of you buying the services, you've testified you



            4   would buy all of the same services regardless of



            5   transportation costs?



            6        A.   Correct.



            7        Q.   So, we're addressing this from a slightly



            8   different perspective than we're used to in this



            9   Commission; right?  We're talking about the value or the



           10   use of services never asked for but provided by the



           11   utility.  Is that a fair statement?



           12        A.   Well, in my view the value and the cost are the



           13   same.  I mean, we've got someone using services.  And



           14   what I've tried to do is attribute the cost of those



           15   services to that customer to reimburse the sales



           16   customers for the services that the transportation



           17   customer is using.



           18             MR. DODGE:  And we'll go into that in a minute.



           19   I'm going to ask the Commission if I might have an



           20   indulgence.  I think because this is an issue that we



           21   don't deal with very often before the Commission, I'd



           22   like to apply my very poor artistic talents and do a



           23   little graph on a chart with the chairman's permission --



           24             CHAIRMAN LAVAR:  Yes.



           25             MR. DODGE:  -- and then ask Mr. Mendenhall a
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            1   few questions about it.  And subject to your direction,



            2   Mr. Chairman, I would think that maybe right here would



            3   be the least ...



            4             MS. CLARK:  If you could move it a tiny bit



            5   back so Mr. Schwarzenbach and I could see as well.



            6             MR. DODGE:  Okay.  Does that work for



            7   everybody?



            8             (No verbal response)



            9   BY MR. DODGE:



           10        Q.   I think it's important for us all to understand



           11   what we're talking about, Mr. Mendenhall.  I'm just going



           12   to draw a very simplistic drawing of the Questar



           13   Pipeline, Questar Gas system and talk about the services



           14   we're discussing?



           15             And I'm going to start up here and I'm going to



           16   simplify your system dramatically and say that there are



           17   three groups of customers; transportation customer one,



           18   transportation customer two, and Questar Gas; okay?



           19             Each of those secures gas in the field, and I



           20   won't draw the upstream gas coming in, but they, each of



           21   them then nominates a volume of gas in the Questar



           22   Pipeline; correct?



           23        A.   Correct.



           24        Q.   And over here I'm going to draw Clay Basin just



           25   to represent your storage rights.
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            1        A.   Correct.



            2        Q.   Then Questar Pipeline delivers the gas



            3   delivered to it and Questar Gas Company; correct?



            4        A.   Correct.



            5        Q.   And then Questar Gas Company delivers the gas



            6   delivered to it down to the actual burner tips for



            7   customers T-1, T-2, and here there are 900,000; right --



            8        A.   Right.



            9        Q.   -- to the QGC sales customer.  Sorry.  I don't



           10   write very well.  Okay.  Now, I'm going to make up some



           11   numbers to kind of illustrate the next question I wanted



           12   to ask you.  Let's assume on a given day that -- and I'm



           13   going to make up units that make no sense but there are



           14   easy to deal with.



           15             Let's assume on a given day Questar Gas Company



           16   nominates 100 units of gas and transportation customer



           17   one nominates 15 and two nominates 35 for a collective



           18   nomination into the Questar Pipeline system for delivery



           19   to Questar Gas of 150 units; okay?



           20        A.   Okay.



           21        Q.   Let's assume that all that gas shows up and



           22   there are no restrictions down the pipeline, so it all



           23   shows up at the city gates; okay?



           24             On any given day, what these customers burn



           25   is going to be different from that every day; right?
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            1        A.   That's right.



            2        Q.   And let's pretend for this purpose that



            3   transportation customer one burns only 13 of the 15 that



            4   it nominated meaning there's a surplus in the system of



            5   two, a two-unit over delivery or imbalance; right?



            6        A.   Right.



            7        Q.   And I'm going to round, but that's roughly a



            8   13 percent over delivery for that particular customer.



            9   T-2, let's say it delivers 34 or it burns 34 of the 35



           10   that it nominated leaving a one unit -- or, excuse me,



           11   a one-unit over delivery which is roughly three percent.



           12             Let's say the Questar Gas customers



           13   collectively burn 93 of the hundred units leaving a



           14   seven.  On this day we're saying everyone was over



           15   delivering.  We all used less than we expected to use.



           16   So, it's a plus seven over delivery which again is



           17   roughly 70 percent for Questar Gas.



           18             As I understand it, what you're telling us is



           19   that because Questar Pipeline -- excuse me, Questar Gas



           20   Company has bought services on Questar Pipeline in the



           21   form of no-notice service, firm transportation, and



           22   storage, because of that -- I forgot to add -- these add



           23   up over here to 140; okay?



           24        A.   Okay.



           25        Q.   Meaning there's a plus ten delivery.  There's a
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            1   ten-unit imbalance; right?



            2        A.   Right.



            3        Q.   And as I understand what you've explained,



            4   because you have no notice, you collect all ten of these.



            5   You take all ten of these, not just the seven that



            6   Questar Gas burned but all ten and you subtract it.



            7             There's an automatic after-the-fact subtraction



            8   from Questar's nominations meaning that its nominations



            9   are adjusted to 90 and those ten are considered deposited



           10   into Clay Basin.



           11        A.   I believe that is correct.



           12        Q.   So, what you're saying is you've actually not



           13   only cured the imbalance of Questar Gas Company's



           14   GS customers but the three-unit over delivery of the



           15   transportation customers so that now, getting them to



           16   this point, there is a balance in the system; right?



           17        A.   With a balance of ten?



           18        Q.   Yeah.  Now that you've subtracted ten out and



           19   your nomination's gone to 90, now this is in balance



           20   in total?



           21        A.   Correct.



           22        Q.   Now, it's important I think to understand,



           23   we're not talking about who paid for this gas or who's



           24   going to ultimately use it; right?  There's ten



           25   dekatherms, whatever you want to use.  There's ten units
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            1   of gas that got delivered to the system --



            2        A.   Right.



            3        Q.   -- that didn't get burned.



            4        A.   Right.



            5        Q.   And someone paid for it.  And you've put them



            6   here into Clay Basin at least through this automatic



            7   after-the-fact adjustment.



            8             But we're not talking about the value of the



            9   gas; right?  In other words, these customers all still,



           10   including Questar, have to deal with the gas they paid



           11   for and didn't use through a monthly commodity --



           12        A.   Right.



           13        Q.   -- balance?



           14        A.   So, by the end of the month, all of that gas



           15   would be paid back, the two on the one and the one on the



           16   other and it would all be trued up to zero.



           17             What we're talking about is the upstream



           18   services that are being used.



           19        Q.   Right.  This guy's job would be sometime during



           20   the month to under deliver one unit if this was the



           21   only --



           22        A.   Right.



           23        Q.   -- imbalance it had so that by the end of the



           24   month, it's at least within a five percent tolerance



           25   on Questar Gas and on Questar Pipeline; right?
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            1        A.   Correct.



            2        Q.   That needs to be run.  But what we're talking



            3   about is not that, not the value of the gas or the



            4   monthly commodity balancing but rather the pressure



            5   issue, right, of who's delivering what and keeping these



            6   in balance; right?



            7        A.   Right.



            8        Q.   Okay.  Now, I'm going to come back to that but



            9   I'll sit back down for just a moment and come back to it



           10   in a minute with some more questions.



           11             You've indicated that in your view, and you



           12   said it here on the stand as well as in your testimony,



           13   that in this case, that the value of these services that



           14   we've just described, this daily balancing of deliveries



           15   and burn, if you will, is the same as its cost; right?



           16        A.   Correct.



           17        Q.   Isn't it a fair statement that that is in fact



           18   true as to the GS customers?  In other words, for a GS



           19   customer, you've decided, and I don't think anyone's



           20   challenged it, your GS customers won't tolerate any kind



           21   of interruption or imbalance or pressure problems or



           22   whatever.  And so, they're willing to pay for these



           23   expensive services.



           24             And they are somewhat expensive, right, the



           25   upstream services, so that they don't have to worry about
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            1   it and Questar Gas doesn't have to worry about balancing



            2   on a daily basis.



            3             You've paid to eliminate that problem; right?



            4        A.   So, you need those services to take care of



            5   all three of those imbalances on that given day.



            6        Q.   Well, let's talk about that in a minute,



            7   but have you ever done any analysis on this docket



            8   on what the value of those services might be to a



            9   transportation customer?



           10        A.   I have not.



           11        Q.   Isn't it critical if your theory is this is not



           12   cost incurrence but use or fairness or value, isn't it



           13   critical that you know what is it worth to these



           14   customers to have you do this for them than to look at



           15   what the value is to your Questar Gas customers to have



           16   you do it for them?



           17        A.   To me, I'm using the services that is general



           18   sales or all the sales customers have paid for, and so



           19   I'm saying, because you use those services, you need to



           20   pay for the cost of those services.



           21        Q.   Well, what if they don't want them or need



           22   them?



           23        A.   Well, then I guess they could go out and find



           24   some other way to manage their balances.



           25        Q.   But you're not allowing them to, are you,
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            1   by your proposal?



            2        A.   No.



            3        Q.   And let's talk about why that is.



            4   Theoretically, Questar Gas could say, look, we're only



            5   out of balance seven.  Let's just go up here and subtract



            6   seven, adjust our nomination, put just seven, our



            7   customers' gas in here and will let's these guys



            8   flounder.  Theoretically you could do that; right?



            9        A.   I guess, yeah.



           10        Q.   Practically, why you can't do that because you



           11   don't meter these guys on a realtime basis, so you don't



           12   have a clue what they're burning as it's happening;



           13   right?



           14        A.   We get their usage once a day.  So, we need



           15   those services to keep things in balance.



           16        Q.   But you don't know until after the fact whether



           17   this is seven or some different number; right?



           18        A.   Correct.



           19        Q.   In fact, the way you figure it out is you take



           20   the total burn and subtract out these that are metered



           21   and say the rest is your GS customers; right?



           22        A.   Yeah.  In fact, we don't know the imbalances



           23   on any of those three customers.



           24        Q.   Exactly.  So, because you don't know realtime



           25   data for your QGC customers, your GS customers, you end
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            1   up doing this adjustment that eliminates the entire



            2   imbalance.



            3             If you could do that, if you could cut off



            4   Questar Gas and say, you guys are on your own, did this



            5   guy need your services that day?



            6        A.   To be -- well, Questar Gas has no imbalance



            7   on their system.  So, yes.



            8        Q.   You're talking about Questar Pipeline.



            9   These are upstream Questar Pipeline charges you're trying



           10   to collect.



           11        A.   Correct.



           12        Q.   And so, did this guy need your services on



           13   Questar Pipeline this day when he is within --



           14             Well, let's step back.  Questar Pipeline allows



           15   a five percent tolerance on a daily basis; right?



           16        A.   For sales customers it does not because



           17   everything is remedied through no-notice sales and for



           18   transportation storage.



           19        Q.   I'm talking about for transportation customers.



           20             They're allowed a five percent daily tolerance



           21   on the Questar Pipeline; right?



           22        A.   Okay.



           23        Q.   And so, to deal with this part of the system,



           24   the Questar Pipeline upstream services you're talking



           25   about, this person didn't need that service that day.
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            1             Now, this person -- because he's within five



            2   percent.  And Questar pipelines is like Questar Gas's



            3   current tariff.  They only impose the five percent when



            4   they need to, right, when there are pressure and



            5   reliability and other system constraints, that's when



            6   they impose the five percent; right?



            7        A.   But they still would need some kind of remedy



            8   because they cannot carry a three percent imbalance



            9   on the Questar Gas system.



           10        Q.   Well, let's leave Questar Gas out --



           11        A.   If you're saying Questar Pipeline's going to



           12   take care of that for them for free, then I guess that's



           13   your argument.



           14        Q.   I'm saying right now you're talking about



           15   Questar Pipeline services that you say we're using.



           16   So, right now I'm focused on the Questar Pipeline system



           17   and the services they provide that you say that these



           18   customers are using.



           19             I'm saying, under my scenario, if this were



           20   possible that Questar Gas only dealt with its own sales



           21   customers, this customer wouldn't need help dealing with



           22   a Questar Pipeline imbalance that day.



           23        A.   If Questar Pipeline could carry them with a



           24   five percent, then that's correct.



           25        Q.   Unless they issued an OFO.
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            1        A.   Correct.



            2        Q.   And on a daily basis, there's a five percent



            3   tolerance only in force when Questar Pipeline concludes



            4   there's a supply issue that they have to restrict them



            5   burning; right?  In other words, the five percent is



            6   there but it isn't enforced any more than yours has been



            7   on a daily basis; right?



            8        A.   Sure.



            9        Q.   This customer's 13 percent out.  It might need



           10   it depending on whether Questar Pipeline that day said



           11   you've got to live within your tolerance or you've got



           12   to live to a zero tolerance or whatever Questar Pipeline



           13   might order in an OFO; right?



           14        A.   Correct.



           15        Q.   But absent that, this customer wouldn't even



           16   need the upstream services to deal with Questar Pipeline



           17   as long as they worked it off by the end of the month



           18   for the commodity purpose; right?



           19        A.   No.  In that given instance on that given day,



           20   they would be using those services.



           21        Q.   No.  I'm saying, if all you did was adjust the



           22   seven that the GS customers used in the Clay Basin



           23   leaving these guys with their imbalances, Questar



           24   Pipeline would deal with them individually somehow



           25   on the five percent tolerance; right?  But if they didn't
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            1   impose it, neither one would have to make any adjustments



            2   that day?



            3        A.   I guess I'm not following you.



            4             Are you saying they're now under 13 percent



            5   out of balance?



            6        Q.   I'm saying, these guys are 13 percent out of



            7   balance.  Plus their pipeline has a five percent



            8   tolerance for its transportation customers.  They have



            9   therefore an out-of-tolerance imbalance that they may



           10   have to deal with if Questar Pipeline tells them you've



           11   got to limit yourself to five percent or zero percent



           12   because of upstream constraints, they will, they will



           13   have to.  If they don't -- with huge penalties if they



           14   don't; right?  If they don't tell them that, this



           15   actually would carry into a monthly commodity?



           16        A.   No, that's not right.  On that given day,



           17   Questar Gas would end up using their no-notice



           18   transportation storage services to remedy that imbalance



           19   because this is on a daily basis.  So, on a daily basis



           20   Questar Gas has to be in balance.



           21        Q.   With the five percent tolerance for



           22   transportation customers.



           23        A.   Each customer is 13 percent out of balance.



           24   So, I guess I'm not understanding how 13 percent and



           25   five percent magically, you know, equal.
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            1        Q.   I'm just saying the five percent on Questar



            2   Pipeline is like your current five percent tariff.  And



            3   that is, it's enforced when it needs to be, not every



            4   day.  And you would have a five percent -- or these T-1



            5   and T-2 customers would have the benefit of this five



            6   percent imbalance if Questar Gas Company left them to



            7   their own devices instead of using their Questar Pipeline



            8   upstream services to serve them.



            9             Do you disagree with that?



           10        A.   I still think -- Questar Gas has to -- it



           11   balances every single day.  And so, I guess the way the



           12   system's set up, those transportation customers aren't



           13   left to their own devices with Questar Pipeline.  They



           14   rely on the operator Questar Gas to bring them into



           15   perfect balance every day.



           16        Q.   That's because you've chosen that for them.



           17   You've forced that upon them, not because they need it.



           18   If they could balance with Questar Pipeline within the



           19   five percent, they wouldn't need those services;



           20   would they?



           21        A.   Well, T-1 would because it's 13 percent out of



           22   balance.  So they need the services on that given day.



           23        Q.   For the delta above five percent?



           24        A.   Correct.



           25        Q.   Okay.  But they would have a five percent
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            1   imbalance tolerance there; right?



            2             So, when you say this is the value to them,



            3   isn't -- to understand the value to the TS customer,



            4   not to your GS customers, the value of these services



            5   to a TS customer, doesn't it depend upon their next



            6   acceptable least cost alternative?



            7             In other words, if you didn't do this for them,



            8   what would they do?  And if they had a five percent



            9   tolerance and then had to deal with potential



           10   restrictions above the five percent, what if that's



           11   a less costly and a more acceptable approach for TS



           12   customers?  Are you giving them that option?



           13        A.   No.



           14        Q.   And are you familiar that some pipeline -- some



           15   LVCs actually do give that option to their transportation



           16   customers?  They give them an interruptible balancing



           17   service, they give them a firm balancing service.



           18             They offer services and different things to



           19   allow them to decide what level of intolerance they're



           20   willing to live with?



           21        A.   I'm not familiar with what other LVCs are



           22   doing.



           23        Q.   So, in your view, even though this is not a



           24   typical incremental cost incurrence allocation but a use



           25   and a fairness type of an adjustment or a value
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            1   adjustment, you don't think it's important to evaluate



            2   what this is worth to the very customers you're claiming



            3   to benefit?



            4        A.   No, because what you're talking about here is a



            5   hypothetical situation.  What really happens is Questar



            6   Gas as the operator takes care of all of the balances



            7   for all of the customers.  That's the way it works.



            8             And so, because it takes care of all the



            9   balances and because it has a no-notice upstream and



           10   storage services, there is no five percent imbalance



           11   on the system.



           12             So, it's great that hypothetically we --



           13   if they were left to their own devices, the pipeline



           14   would give them five percent.



           15             Well, what happens in actuality is those sales



           16   customers would end up paying for that additional five



           17   percent because there is no five percent wiggle room with



           18   these services.  The services take care of all the



           19   imbalances.



           20        Q.   And that's because you've chosen to do it that



           21   way?



           22        A.   I don't know if that's because I have chosen to



           23   do that way or if that's the way the tariff's written



           24   or -- I actually don't know why it's done that way.



           25   That may be a question for Mr. Schwarzenbach.  I'm not
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            1   that familiar with the gas supply area.



            2        Q.   You indicated that you do this as a balancing



            3   service you're offering, but nowhere in your tariff does



            4   it suggest you're offering a balance service to the



            5   customers; right?



            6        A.   No.  But in my tariff is the Division question



            7   either in Section 5.01, I am allowed to receive



            8   compensation for the upstream services that I provide.



            9        Q.   Let's talk about that tariff.  That tariff is



           10   addressing any program or penalties or payments that



           11   Questar Pipline imposes on you because of imbalances



           12   or other problems your customers cause; is it not?



           13        A.   That's not the way I read it.



           14        Q.   That's not how you read it?



           15        A.   No.



           16        Q.   Well, let's read it again.



           17        A.   Okay.



           18        Q.   That was in Section 5.01.



           19        A.   Yeah, under the fees, costs, and charges



           20   section.



           21        Q.   "In the event the company incurs fees, charges



           22        or costs as a result of transportation by an



           23        upstream pipeline, the company will provide a



           24        statement of those charges or costs."



           25             That doesn't sound to you like if you incur a
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            1   cost on Questar Pipeline that you can pass it on by



            2   sending the statements and here's what we just bought



            3   on Questar Pipeline for your behalf or the penalty we



            4   just paid on your behalf for Questar Pipeline?



            5        A.   I think it sounds like that, but I also think



            6   any time you're using services that have a cost,



            7   I should be able to be reimbursed for them.



            8             MS. CLARK:  If I may interject, Mr. Dodge has



            9   paraphrased I think the section that Mr. Mendenhall read



           10   into the record earlier.



           11             And for clarity purposes, I'd like him to do so



           12   again so we're all speaking about the same words.



           13   BY MR. DODGE:



           14        Q.   Well, yeah, you can read if you'd like to.



           15        A.   Do you want me to read it?  I'll read it.



           16        Q.   I don't care.



           17        A.   "In the event that the company incurs fees,



           18        charges or costs as a result of the transportation



           19        of a customer's gas to the company's distribution



           20        system by an upstream pipeline, the company will



           21        provide a statement of such charges or costs.  The



           22        customer will reimburse the company for all fees,



           23        charges or costs associated with such



           24        transportation."



           25        Q.   And you've provided those statements, have you,





                                                                       52

�









            1   regularly over the last 25 years?



            2        A.   No, we've not.  So, that's what the purpose



            3   of this proceeding is is to begin charging for those.



            4        Q.   And so, if you read that statute that way,



            5   the company's been negligent in not -- in passing those



            6   costs on in the past and sending statements; right?



            7             MS. CLARK:  I'm going to object to the



            8   argumentation in the question.



            9             CHAIRMAN LAVAR:  Any comment to the objection?



           10             MR. DODGE:  No.  I'll withdraw it.



           11             CHAIRMAN LAVAR:  Okay.



           12             THE WITNESS:  Can I answer that question?



           13             MR. DODGE:  You better ask your attorney to



           14   withdraw the objection.



           15             MS. CLARK:  I withdraw my objection.



           16             THE WITNESS:  One of the main reasons why we



           17   have proposed this charge has come about from the last



           18   couple of years.  I have not been that familiar with how



           19   this works.  I didn't even really understand how



           20   nominations work.



           21             But over the past couple of years, we've had



           22   a couple of supply curtailments and it's been my



           23   department's responsibility to assess those fees for the



           24   penalties incurred on those supply curtailments.



           25             And as I began to look at the data, I realized
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            1   that the customers really were not nominating on a daily



            2   basis and they were carrying large imbalances every day



            3   which led me to realize that they really are using these



            4   services.  And I thought all along they were within close



            5   range every day and they weren't using these services.



            6             And so, to answer your question as to why



            7   we haven't done anything in the last 20 years, I didn't



            8   realize that it was this big of a problem until a year or



            9   two ago.  We've been talking about this for the last two



           10   years.  And so, when it came to my attention that this



           11   was as egregious as it was, that's the point where we



           12   decided we needed to start doing something to charge



           13   them for these services that they're using.



           14   BY MR. DODGE:



           15        Q.   So the answer to my question is, yes, you were



           16   negligent in not recognizing that earlier?



           17        A.   I'd say ignorant.  Not negligent.



           18        Q.   Okay.  I'll go with ignorant.  This section



           19   that you relied on talks about transportation of a



           20   customer's gas.



           21        A.   Right.



           22        Q.   It doesn't talk about storage.  It doesn't talk



           23   about no notice.



           24        A.   Correct.



           25        Q.   So, if you're only relying on that, only the
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            1   component for transportation ought to go into your



            2   charge; right?



            3        A.   Well, the Commission has approved other



            4   imbalance charges.  For example, the MT class that



            5   includes upstream, no notice, and storage.



            6        Q.   I understand that.  I'm saying, if this is what



            7   you're relying upon, it doesn't talk about storage or no



            8   notice services?



            9        A.   I am taking this a step further I guess.



           10        Q.   Mr. Mendenhall, isn't charging -- back up.



           11             The charge you're proposing to charge to



           12   transportation customers, for every single dekatherm



           13   of imbalance, not in excess of the five percent but every



           14   single dekatherm of imbalance that they incur over the



           15   month netted, all transportation customers collectively,



           16   is the exact same rate that you're GS customers pay for



           17   this on a 100 percent load factor basis; correct?



           18        A.   It's a volumetric rate.



           19        Q.   It's a volume -- you've converted what is a



           20   demand or a charge, a fixed charge per unit to a 100



           21   percent load factor volumetric rate for the



           22   transportation; right?



           23        A.   Correct.



           24        Q.   And you've come up with other means of doing



           25   that, but you're basically saying, we're going to charge
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            1   our transportation customers the exact same charge we're



            2   charging our GS customers when converted to a 100 percent



            3   load factor volumetric rate?



            4        A.   Well, I'm charging the volumetric version.



            5   I wouldn't say I'm charging them the same amount because



            6   my charge assesses I think five and a half percent of the



            7   no-notice cost of the transportation customers and four



            8   and a half percent of the storage costs.



            9             So, I think if you were to compare how much



           10   they're using versus how much I'm assessing them,



           11   I'm being very fair.



           12        Q.   No.  I mean on a per-year basis.  It's the



           13   exact same per-unit charge you're charging your



           14   GS customers assuming 100 percent load factor?



           15        A.   Correct, which they never reach.



           16        Q.   So, if that's the case -- I mean, isn't this,



           17   Mr. Mendenhall, like the company renting for its or



           18   buying for its GS customers a Ferrari, picking up a TS



           19   customer and transporting it when there's room and then



           20   saying pay us the lease value of a Ferrari even if the



           21   transportation customers would have said, I would have



           22   been happy to walk, take my bike or ride a UGO, but



           23   you're charging me the -- without being asked.



           24             You didn't ask us if he wanted these services.



           25   You don't give us another option.  We might have other
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            1   options that would be acceptable to us, but you're saying



            2   pay the Ferrari rate.



            3             Don't you think that's a fair analogy?



            4        A.   I think a better analogy is more like a bus



            5   pass where I'm paying a demand charge for the month and



            6   someone wants to use my buss pass for the day and so I



            7   let them use my bus pass.  And I say, well, if I take the



            8   value of my bus pass and divide it by 30, you're going to



            9   pay me for the day's worth of use.



           10        Q.   Well, what if they say, we don't want to take



           11   the bus.  We'll walk, thank you?



           12        A.   That's the beauty of my opinion charge is they



           13   have that option.  They can keep the nomination in



           14   balance every day and they never have to pay to ride the



           15   bus.



           16        Q.   Someone pays for it because you charge -- and



           17   we'll get into this in a minute and make sure this is



           18   understood.  You say you've given them a five percent



           19   tolerance.  That's not true in terms of calculating the



           20   amount, the 1.7 million you want to collect from



           21   transportation customers.  That is basing it on every



           22   single net dekatherm net imbalance over the year, the



           23   test period; correct?



           24             A hundred percent.  Not over five percent.



           25        A.   I'm netting all of the transportation customers
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            1   together for --



            2        Q.   You're netting them?



            3        A.   Yes.



            4        Q.   And their net imbalance every day from zero to



            5   whatever is what you add up and charge them on and that's



            6   how you got the 1.7 million?



            7        A.   You mean the net imbalance outside of the five



            8   percent?



            9        Q.   No.  I'm saying all of them.



           10        A.   You're talking about when I calculate the rate?



           11        Q.   When you calculate the revenue requirement that



           12   you're now going to try and collect from transportation



           13   customers, you don't give them a five percent tolerance.



           14             You charge them for every dekatherm of



           15   imbalance over the entire test period?



           16        A.   That's exactly right because, as I mentioned



           17   earlier, Questar Gas balances to zero every day.



           18        Q.   By choice?



           19        A.   I don't know if it's by choice.



           20        Q.   For its transportation customers.



           21        A.   You can ask Mr. Schwarzenback what it is.



           22   But I don't know why but probably for operational



           23   reasons.



           24        Q.   Don't you think there's a big hole in this



           25   record if there's been no demonstration of what the value
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            1   to the transportation customers is for this service by



            2   comparing it to what another option might be for them



            3   if you chose not to provide this service that they've



            4   never asked for?



            5        A.   Well, I don't know if I'm required to provide



            6   every possible analysis.  I mean, if the other parties



            7   thought that was a good methodology or analysis to use,



            8   they've had eight months to provide it on the record.



            9             The proposal that I have I believe is fair.



           10   I believe it charges them accurately for the costs that



           11   they use, and I don't feel like I'm being, you know,



           12   I'm overreaching, especially when you compare it to the



           13   MT rate that's currently approved.



           14             I think it's a just and reasonable rate.



           15   I think it's fair.  And customers don't have to pay it



           16   if they keep their nominations in line.



           17        Q.   Someone has to pay it.  One of the



           18   transportation -- even if there's only one that goes



           19   out of balance, they'll pay the entire charge; right?



           20             You're saying the 1.7 million is collected



           21   regardless of who pays for it.



           22        A.   Well, actually, if they all keep their



           23   nominations in balance over time, that 1.7 million will



           24   decrease over time.  It will get smaller and smaller.



           25        Q.   I understand.
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            1        A.   In a perfect world, if they were all in



            2   balance, the charge wold be de minimis.



            3        Q.   You say the record's been open.  Several people



            4   have said, including the Division at one point, you



            5   haven't provided enough information to calculate



            6   a fair charge.  Don't you think that's a legitimate



            7   response, too?



            8        A.   I think that was filed in direct testimony.



            9   And I believe now with all of the evidence on the record,



           10   there is enough charge.



           11             Ultimately, that will be up to the Commission



           12   to decide whether there's enough evidence on the record.



           13        Q.   You understand that the Company has the burden



           14   of proof of establishing your charge; do you not?



           15        A.   Yes.  And I believe we've met that burden.



           16        Q.   Even without any evidence of what the value



           17   to the customers that you're claiming to benefit is?



           18        A.   Yes.



           19        Q.   Let's talk now just a little bit about your



           20   formula that leads to your rate because I think it's



           21   important for the Commission to understand that as well.



           22             First I'm going to ask some questions.



           23             Is the goal here to be punitive to



           24   transportation customers?



           25        A.   No.
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            1        Q.   Is it to discourage transportation and



            2   encourage people to move back to sales service?



            3        A.   No.



            4        Q.   Is it to be the most restrictive LDC in the



            5   country in terms of daily imbalance requirements for



            6   transportation customers?



            7        A.   No.



            8        Q.   Is it because you think it's a fair way to



            9   allocate charges?



           10        A.   It's because it's the -- first of all, I think



           11   transportation customers should pay for what they use.



           12   And a lot of the rate design was taken from feedback



           13   we got from working groups.



           14        Q.   I'm going to -- if we're going to go into



           15   confidential settlement discussions and the feedback,



           16   that's fine, but understand you're going there.



           17             You also got feedback, we don't approve of this



           18   charge at all and we thought there ought to be a five



           19   percent tolerance before you started charging;



           20   did we not?



           21             MS. CLARK:  I'd like to object as well.



           22   I don't believe Mr. Mendenhall is referring to



           23   confidential settlement discussions.



           24             MR. DODGE:  Well, I think he has.  He said that



           25   was the feedback.
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            1             MS. CLARK:  I would like him to clarify that.



            2             THE WITNESS:  The feedback I'm talking about is



            3   we had three working groups in the beginning of 2014.



            4   BY MR. DODGE:



            5        Q.   And those weren't confidential settlement



            6   discussions notwithstanding the fact that your company



            7   said that at the beginning I think of each one --



            8        A.   No.  They weren't confidential.



            9        Q.   Okay.  Then I can cross-examine you about them.



           10        A.   Absolutely.  Let's talk about them.



           11        Q.   Okay.  Did the customers not say they did not



           12   believe it was fair for you to impose, to calculate your



           13   charge based on every dekatherm of imbalance because the



           14   customers have a five percent intolerance --



           15        A.   I --



           16        Q.   -- on the pipeline?



           17        A.   I don't remember them telling me that.



           18        Q.   You don't remember that?



           19        A.   No, I don't.  I remember them telling me that



           20   they would like a five percent tolerance when the charge



           21   is assessed because they felt like that was fair and



           22   that would give the customers an option to keep their



           23   imbalances in line.  But I do not remember this



           24   discussion of a five percent on the calculation.



           25        Q.   Who is it, the primary person who told you
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            1   that five percent ought to be there?



            2        A.   I believe it was you.



            3        Q.   It was me.  And I also argued you shouldn't



            4   charge on the first five percent at all.



            5        A.   Well, then maybe we were talking past each



            6   other because all I heard was the five percent



            7   assessment.  I never heard the five percent charge.



            8             MR. DODGE:  Let's talk just a minute, and with



            9   your indulgence, I'd like to do a slightly different



           10   chart.  May I?



           11             CHAIRMAN LAVAR:  Yes.  I will interject even



           12   in the absence of a motion with concerns of the relevance



           13   of what took place in workgroup meetings before the



           14   filing in this docket.



           15   BY MR. DODGE:



           16        Q.   And I agree with that, Mr. Chairman.  I won't



           17   go there again.  I thought they were confidential and I



           18   wouldn't have gone there, but the witness did and I felt



           19   like it was important to at least not to leave the



           20   impression people agreed with his charge.



           21   So, I won't go there again.



           22             I'm going to ask you to kind of verify what I



           23   understand to be your formula in your record; okay?



           24        A.   Okay.



           25        Q.   As I understand it, there are three primary
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            1   components.  One is a volumetric rate.  And then you



            2   multiply that by -- this is what I'm talking about.



            3   There is no five percent.  100 percent of the net



            4   transportation customer imbalances; right?



            5        A.   Correct.



            6        Q.   The net here is not net of sales customers



            7   imbalances but only the transportation customers



            8   aggregated together; right?



            9        A.   Correct.



           10        Q.   And this is component two.  And then you divide



           11   that by the total transportation customer imbalances



           12   over the test period; correct?



           13        A.   Well, the total transportation customers



           14   outside of five percent.



           15        Q.   So, this is where the five percent comes in



           16   in your denominator, but in the rate part where you're



           17   deciding the 101.7 million, you use a hundred percent



           18   of the --



           19        A.   Correct.



           20        Q.   -- data for the imbalances?



           21             And so, your approach is -- this would be QGC.



           22   You're turning those into numbers.  And I'm going to use



           23   just part of it, is roughly, you calculate a rate of 52



           24   cents per dekatherm; right?



           25             And again, there are more -- it goes out
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            1   further in your calculation.  I will abbreviate.  And you



            2   calculated roughly 3.3 million dekatherms --



            3        A.   Yes.



            4        Q.   -- of total imbalances and then you divide that



            5   by roughly 9.1 million.  This is a dollar.  Those are



            6   dekatherms; right?  9.1 million.  And that produces



            7   both a revenue requirement and a rate.



            8             And for Questar Pipeline, in your testimony,



            9   those numbers are 1.7 million and a rate of 19 cents;



           10   right?



           11        A.   Correct.



           12        Q.   Again, rounding.  Let's talk for a minute about



           13   the formula.  One major area of disagreement between



           14   you and Mr. Higgins is that he believes this number,



           15   this number two shouldn't be 100 percent of the net



           16   transportation customer imbalances over the test period



           17   but rather everything in excess of five percent like



           18   you've done in the denominator; right?



           19        A.   Correct.



           20        Q.   That assumption alone accounts for more than



           21   half of your revenue requirement rate; does it not?



           22        A.   Right.



           23        Q.   So, I'll just put this down.  UAE's



           24   adjustment -- the one adjustment -- and this isn't



           25   necessarily in order in the fee proposed -- is to change
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            1   this number right here from 3.3 million.



            2             So, item number two goes to, in his



            3   calculation, $790,000.  Excuse me.  Goes to 1.5 million.



            4   So, that number becomes 1.5 because, again, half of the



            5   imbalances are in that first five percent producing a



            6   revenue requirement of $790,000 and a rate with this



            7   adjustment alone of eight cents.



            8        A.   Right.



            9        Q.   Do you accept that?



           10        A.   Yes.



           11        Q.   He proposed a second adjustment to this same



           12   number because some days when transportation customers



           13   are long, sales customers are short and vice versa;



           14   correct?



           15        A.   Correct.



           16        Q.   And in real life, when Questar does this



           17   calculation to even up the nominations, what was



           18   delivered into the system with what's burned, it nets



           19   those.  It's the ten net.



           20             So, if this had gone the opposite way, if this



           21   had been a minus seven and this had been a plus three,



           22   you would have just offset it by four; correct?



           23        A.   Say that again.



           24        Q.   Let's assume for a minute that instead of



           25   Questar Gas over delivering, on this day let's pretend
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            1   there was a negative seven, they burned more gas than



            2   Questar Gas nominated for its sales customer.  There's a



            3   minus seven, a plus one, a plus two.



            4             It would end up with a minus four net,



            5   and that's the number that would go back as an adjustment



            6   into Clay Basin; right?



            7        A.   Right.



            8        Q.   So, his second calculation is that if you



            9   change this number again, this 3.3, item number two,



           10   if you adjust it in addition to that 1.5, if you add to



           11   that the imbalances offset when they offset each other,



           12   then his number dropped to 1.3 million dekatherms and his



           13   revenue requirement again for both of these adjustments



           14   together is $692,000 and the rate is seven seconds.



           15             Do you accept those calculations or those



           16   numbers from Mr. Higgins' testimony?



           17        A.   Yes.



           18        Q.   So, if one were to conclude that it's fair



           19   to transportation customers to recognize a five percent



           20   intolerance on Questar Gas and Questar Pipeline and only



           21   charge above that, that rate would drop more than in



           22   half?



           23        A.   Correct.



           24        Q.   If you also decide it's fair to recognize the



           25   reality that sales and transportation customers offset
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            1   each other, it would drop to .07 cents; right?



            2        A.   Correct.



            3        Q.   And then just to finish it, Mr. Higgins' third



            4   adjustment was to this number, the volumetric rate,



            5   52 cents; right?  Instead of 52 -- so, this is item



            6   number three of the formula.



            7             Instead of 52 cents which is made up of no



            8   notice, transportation -- no-notice transportation,



            9   firm transportation and storage, he said he didn't



           10   believe the transportation component belongs; right?



           11        A.   That's right.



           12        Q.   Transportation customers do pay for their own



           13   transportation when they deliver gas, when they deliver,



           14   nominate these and deliver.



           15             They pay for transportation, do they not?



           16        A.   Yes.  And when they have an imbalance, they use



           17   Questar Gas's transportation contract to bring excess gas



           18   or to absorb the over delivery.



           19        Q.   And they still have to pay for their imbalances



           20   to Questar Pipeline because if they're over, they've got



           21   to work that off by the end of the month or suffer a



           22   sale; right?  So, if they're over, they still have to



           23   work that out.  They will pay every dekatherm that they



           24   burn to Questar Pipeline on the transportation system?



           25        A.   To Questar Pipeline or Questar Gas?
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            1        Q.   For Questar Pipeline transportation.



            2             We're talking about the Questar Pipeline



            3   services.



            4        A.   Right.



            5        Q.   They will pay for every dekatherm they transfer



            6   including working off these imbalances; right?



            7        A.   You've kind of lost me there but --



            8        Q.   If on the next day the transportation customer



            9   says, wow, I've got a 13 percent --



           10        A.   You're talking about the commodity?



           11        Q.   Yes.



           12        A.   Yes.



           13        Q.   If ye says the next day, I've got to over



           14   deliver or under deliver today by 13 percent, by two



           15   units to work that off, he will pay for the extra two



           16   he delivers; right?



           17        A.   Correct.



           18        Q.   So, they're not getting away without paying



           19   for transportation.  You're saying, in addition to the



           20   transportation they pay for every dekatherm they burn,



           21   they should pay a portion of the GS customer's



           22   transportation cost based on this automatic Clay Basin



           23   adjustment that adjust noms and burn and usage?



           24        A.   Yes, because you need that transportation



           25   contract to make that possible.
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            1        Q.   I understand your argument.  Mr. Higgins said



            2   he doesn't believe that component, the transportation or



            3   the fuel gas reimbursement that goes with it belongs.



            4   And that reduces his -- that alone without the other two,



            5   these two are combined for this number but that alone



            6   reduces it, the value, to 847,000 here.



            7             MS. CLARK:  If I may interject an objection.



            8   And I hate to do it.  I want to let the record be as full



            9   and as clear as it can be.



           10             I am concerned, however, that Mr. Dodge is



           11   offering testimony and also attempting to make his case



           12   through a cross-examination rather than his own witness.



           13             And I would object on that basis to this whole



           14   line of questioning.



           15             MR. DODGE:  Well, if I may respond.



           16             CHAIRMAN LAVAR:  You can respond, yes.



           17             MR. DODGE:  I think it's appropriate for this



           18   Commission to understand the differences.  He tried to go



           19   through the differences and explain them.



           20             I'm trying to cross-examine him on it.  I think



           21   it's completely appropriate.  This is all in the record.



           22   It can be derived from the record.  It's not as laid out



           23   as simply as it is here.



           24             CHAIRMAN LAVAR:  I think there's some merit



           25   to the objection with respect to cross-examining
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            1   Mr. Mendenhall on his testimony.



            2             However, to the extent that Mr. Mendenhall has



            3   addressed these issues in rebuttal and surrebuttal,



            4   I think I'm going to allow the questioning to continue.



            5             MR. DODGE:  I'm almost done.



            6             CHAIRMAN LAVAR:  Okay.



            7   BY MR. DODGE:



            8        Q.   I just want the Commission and everyone to



            9   understand the components because what Mr. Mendenhall



           10   said, he's went through each of these adjustments and



           11   said it reduces it to just 20 percent I think was his



           12   testimony or --



           13        A.   Yeah.



           14        Q.   -- something like that of his charge.



           15   I'm showing the components to get to that 20 percent



           16   and show that one assumption alone drives half of it.



           17             Other assumptions also drive half.  These two



           18   assumptions alone drive half of the difference between



           19   the rates.  I think that's, you know, something the



           20   Commission ought to understand.



           21             And then just now what you did testify to, that



           22   if you take -- and I'm sorry I'm such a bad -- I'm so bad



           23   at drawing on these.



           24             If you take UAE one through three, all three



           25   of them, that's the number you referenced where he gets
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            1   to down to a $337,000 revenue requirement and a charge



            2   of 3.6 cents; right?



            3        A.   Correct.



            4        Q.   So, this assumption, these two assumptions that



            5   you make about not giving any tolerance when calculating



            6   the rate and including the transportation cost in the



            7   calculation, each of those drives basically half of the



            8   charge you're now proposing to charge transportation



            9   customers; correct?



           10        A.   Correct.



           11        Q.   Let's talk for a minute about your no-notice



           12   service.  What components go into no notice?



           13        A.   I believe there is a system demand charge,



           14   but to make sure the record's correct, why don't we turn



           15   to my direct testimony.  We can look at the table there.



           16        Q.   And let me clarify.  I'm not asking about the



           17   charge.



           18        A.   Oh.



           19        Q.   I'm saying, what comes with no-notice service?



           20        A.   So, basically -- I don't need this.  I'll move



           21   it back over here.  Basically, no notice is what we call



           22   a fifth cycle nomination.



           23             So, as we were talking, you mentioned that we



           24   don't know what the imbalance is until the end day of the



           25   day for the sales and the transportation customers.
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            1             And so, at the end day of the when it's all



            2   said and done, the no notice allows us to -- allows an



            3   adjustment to be made to take into account any imbalances



            4   that we had on our transportation contract and then the



            5   difference goes into Clay Basin.



            6        Q.   Do you know what cost components go into



            7   Questar Pipeline's determination of its no-notice charge?



            8        A.   Maybe I'll let you tell me because I'm guessing



            9   you do.



           10        Q.   Well, I'm hoping you do.



           11        A.   I'm trying -- I mean, I think there's a demand



           12   component.  I can tell you the history of it.  I believe



           13   back in the '90s you had Order 636 come out where the



           14   Federal Energy Regulatory Commission ordered pipelines



           15   to offer this balancing service or a larger suite of



           16   balancing services to large customers like utilities,



           17   electric generation customers.



           18             And so, at that time the amount of no notice



           19   was determined that would be available to Questar Gas,



           20   and it was based on Questar Gas's historical experience.



           21   And I'm not sure, you know, what costs go into that.



           22   It's just a cost that's, you know, typically taken care



           23   of in a general rate case.



           24             So, you've got your transportation costs,



           25   your storage costs, your no-notice cost, and in the 1995
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            1   rate case, it was determined, you know, what costs should



            2   be apportioned to that service and then that was agreed



            3   to by all the parties in settlement, and we've been



            4   paying that ever since.



            5        Q.   FERC Basically assigns cost; right?



            6        A.   Correct.



            7        Q.   It's a cost-based thing.  You don't know what



            8   bucket of costs go into determining no notice.



            9             Are there some transportation costs?



           10             Are there some storage costs?



           11        A.   I honestly don't know.  I don't know what it's



           12   made up of.



           13        Q.   But in any event, it's the no notice that



           14   allows this after-the-fact adjustment --



           15        A.   Correct.



           16        Q.   -- to reconcile burn with delivery; right?



           17        A.   Correct.



           18             MR. DODGE:  Changing direction just a little,



           19   and I'm not too far from being done.



           20             To the Commissioners, I don't know when you



           21   were hoping to have a break but I'm getting close.



           22             CHAIRMAN LAVAR:  Thank you.



           23   BY MR. DODGE:



           24        Q.   Changing direction just a little bit, you were



           25   asked to identify any utilities you were aware of that
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            1   impose some kind of daily balancing restriction on their



            2   transportation customers; right?



            3        A.   In a data request?



            4        Q.   In a data request.  And the company came back



            5   with three that you've identified.



            6             Have you reviewed the tariffs of those three?



            7        A.   Not recently.  I think I briefly looked over



            8   them when we answered the data request.



            9        Q.   Is it consistent with your memory that the



           10   Southwest Gas -- and I do have them and we can go through



           11   them if you'd like.  Tell me if this is consistent with



           12   your memory, that the Southwest Gas which was the only



           13   utility in the western part of the United States that you



           14   identified.



           15        A.   Right.



           16        Q.   It's in Las Vegas.  It's in Nevada; right?



           17        A.   Right.



           18        Q.   The Southwest gas allows a 25 percent daily



           19   intolerance?



           20        A.   I believe that's right.  I don't know all the



           21   specifics of it but I think in general that's how it



           22   operates.



           23        Q.   And if someone goes over that, they charge if



           24   there are incremental upstream charges imposed on them;



           25   correct?
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            1        A.   That I don't remember but I will agree.



            2   Subject to check, that's correct.



            3        Q.   You also identified Vectren in Ohio.



            4             Is it consistent with your memory that they



            5   have a 15 percent daily tolerance and any excess above



            6   15 percent is cashed out on a commodity basis?



            7        A.   That I don't remember but I will agree subject



            8   to check.



            9        Q.   And then, lastly, you identified Baltimore Gas



           10   and Electric in Maryland.



           11             And is it consistent with your memory that they



           12   have a daily balancing fee that they charge to suppliers



           13   for the total of gas delivered by a given supplier into



           14   the system?



           15        A.   I think that's correct, yes.



           16        Q.   Did you review those tariffs enough to know



           17   that all three of those allow agent-level aggregation



           18   for nomination and imbalance purposes?



           19        A.   No, I did not.



           20        Q.   Would it surprise you that every utility



           21   identified by both by you and by the Office's witness



           22   allow agent-level aggregation at least in some form



           23   for imbalance purposes?



           24        A.   I don't know if it would surprise me or not



           25   but I trust what you're saying.
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            1        Q.   If that were the case, wouldn't your proposal



            2   not make you the most restrictive daily imbalance utility



            3   in the country that we know of at least?



            4        A.   Well, I think you have to look at out proposal



            5   in terms of all the other tariff provisions that these



            6   utilities have.  Clearly, we have explained or expressed



            7   concern over having customers nominate on a daily basis



            8   and Mr. Schwarzenbach talked about that.



            9             And I don't know if the other utilities have



           10   policies in place that allow or that help mitigate the



           11   operational concerns that we have.  And so, that allows



           12   the aggregation of the rate to be effective.  So, I guess



           13   I can't speak to that because I don't know the whole



           14   package of policies that they have in place.



           15             But the purpose of our rate was to try and



           16   incent customers to change their behavior.  And whether



           17   that works or not I guess is to be seen, but that was



           18   the hope.



           19        Q.   Mr. Mendenhall, going back briefly to this



           20   illustration, the reality is, you have 300 instead of



           21   two transportation customers; right?



           22        A.   Correct.



           23        Q.   But if we drew 300 lines here and added them



           24   all up to these exact same numbers, the adjustment here



           25   would be the same?
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            1        A.   Correct.



            2        Q.   So, the use of the no-notice service is not



            3   effective whether it's done at an agent aggregated level



            4   or done at an individual customer level; right?



            5        A.   Correct.



            6             MR. DODGE:  You testified -- may I approach?



            7             CHAIRMAN LAVAR:  Yes.



            8   BY MR. DODGE:



            9        Q.   Here's a cross-examination exhibit.



           10             You testified that nobody had essentially



           11   fleshed out a proposal for allowing agent-level



           12   aggregation for these imbalance charges.  And I'm going



           13   to ask you if you read testimony proposing that your



           14   agency agreement be adjusted to allow for this.



           15             Did you see testimony in the record to that



           16   effect?



           17        A.   Could you remind me of who may have written



           18   that testimony?



           19        Q.   Yeah.  We can find it and give you the specific



           20   cite.  You don't recall reading it?



           21        A.   I may have.  I couldn't tell you right now who



           22   wrote it and where it was though.



           23             (UAE Cross Exhibit 1 marked)



           24   BY MR. DODGE:



           25        Q.   I'd like to mark this as cross-examination
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            1   Exhibit UA 1 and ask you if you recognize it?



            2        A.   I don't -- well, I recognize it.  It's the



            3   customer agency assignment agreement, but I would not say



            4   that I'm familiar with this document.



            5        Q.   And attached to it is what's called a QuestLine



            6   access agreement.



            7             Would you accept subject to check that if I'm



            8   a transportation customer and I choose to have an agent



            9   do anything on my behalf, I have to sign this document?



           10        A.   Yes.



           11        Q.   And the QuestLine agreement with it?



           12        A.   Yes.



           13        Q.   In that document, paragraph one identifies the



           14   agent.  Paragraph two says the customer will be bound by



           15   what the agent does.  Paragraph three says --



           16        A.   I'm sorry.  Are we looking at the --



           17        Q.   The first page.



           18        A.   -- the front page?



           19        Q.   The first page.



           20        A.   Okay.



           21        Q.   Paragraph three says the customer will provide



           22   the access code to QuestLine?



           23             MS. CLARK:  I'm going to object to this entire



           24   line of questioning.  The witness has testified that he's



           25   not familiar with this agreement.  And we're kind of
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            1   racing through it.  He's not had an opportunity to



            2   review it.  He did not testify that he's participated



            3   in its preparation or had any contact with it before



            4   today.



            5             MR. DODGE:  I'm responding to his testimony



            6   that there's no proposal in this docket that fleshes out



            7   how an aggregation work.  And I'm responding, yes, there



            8   is and it's this agency agreement that is referenced.



            9             MS. CLARK:  I would request a citation to the



           10   record on that.  I believe he also testified he didn't



           11   recall specifically.



           12             MR. DODGE:  Then I would request a break if



           13   we're going to play these games.  I'd request a break



           14   and let me go find it.



           15             CHAIRMAN LAVAR:  I think this issue does



           16   warrant a break.  So, why don't we reconvene at 12 --



           17   before we break, let me just make a comment.  I should



           18   have thought to say something about this issue earlier.



           19             We stream these proceedings as a courtesy.



           20   You know, our official record is through the court



           21   reporter.  We may be disadvantaging anyone who's relying



           22   on the streaming when you're away from your microphone.



           23             I don't know the extent to which that's an



           24   issue for anyone, but I just wanted to make that point.



           25             MR. DODGE:  Thank you.
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            1             CHAIRMAN LAVAR:  And we'll be on break until



            2   20 minutes until 11.  Thank you.



            3             (Recess taken 10:28 a.m. to 10:41 a.m.)



            4             CHAIRMAN LAVAR:  Okay.  We are back on the



            5   record, and we will continue with Mr. Dodge.



            6   BY MR. DODGE:



            7        Q.   Thank you, Mr. Chairman.



            8             Mr. Mendenhall, if you're not familiar with the



            9   agency agreement, I won't ask you questions about it.



           10        A.   Okay.



           11        Q.   But let me ask you, do you not understand how



           12   the parties are proposing that agent-level aggregation



           13   would work?



           14        A.   I'm not -- I guess -- I -- no, I'm not familiar



           15   with exactly how it works.



           16        Q.   Do you know that the utility knows when a



           17   customer signs an agent to nominate on its behalf?



           18        A.   I would not -- I would refer to



           19   Mr. Schwarzenbach on that one, too.



           20        Q.   If that were the case, if it's the case that



           21   Questar knows when an agent has been designated to



           22   nominate, would it not be a simple matter for the company



           23   to aggregate all the customers of that agent, assess the



           24   penalty based on the aggregated numbers, and then assign



           25   penalties based upon either pro rata or how they are
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            1   instructed by the agent?



            2        A.   Once again, I'm not familiar enough with that



            3   to answer.  I'd refer to Mr. Schwarzenbach.



            4        Q.   Mr. Mendenhall, you propose that this charge



            5   be adjusted each six months within the pass-through



            6   filings; is that right?



            7        A.   Correct.



            8        Q.   Currently, transportation customers don't



            9   participate in 191 pass-through filings typically because



           10   they don't buy gas services.



           11        A.   Correct.



           12        Q.   Do you understand that?



           13        A.   Yes.



           14        Q.   So, you understand that would become burdensome



           15   on those customers to have to now start participating in



           16   those documents if they felt the need to analyze the



           17   calculation of the imbalance penalty?



           18        A.   Well, I think it's a good proposal because,



           19   first of all, I would assume that some of these customers



           20   would reduce their balances and by filing twice a year



           21   would give them the opportunity to reduce that rate over



           22   time.



           23        Q.   But you do understand it would mean they would



           24   now have to incur expenses not only in doing daily



           25   balancing if there's no aggregation or in other words,
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            1   hiring someone, using someone to try and stay within the



            2   imbalance tolerances every day, but also then participate



            3   in pass-through dockets if they care about how that rate



            4   is calculated?



            5        A.   If they care about how the rate is calculated,



            6   they would need to participate, but I think it would



            7   end up being a mechanical approach that would just be



            8   calculated once every six months.



            9             So, I guess I don't know why would really need



           10   to be involved unless they really wanted to be.



           11             MR. DODGE:  Okay.  I have no further questions.



           12   Thank you.



           13             CHAIRMAN LAVAR:  Mr. Cook?



           14             MR. COOK:  I have no additional questions,



           15   Your Honor.



           16             CHAIRMAN LAVAR:  Mr. Williams?



           17             MR. WILLIAMS:  No questions.



           18             CHAIRMAN LAVAR:  Redirect?



           19                     REDIRECT EXAMINATION



           20   BY MS. CLARK:



           21        Q.   Yes.  Thank you.



           22             Mr. Mendenhall, some of what I want to do on



           23   redirect is clarify.  Very, very early in your testimony



           24   you used the terms "packing" and "drafting."  And I'd



           25   like the record to clearly reflect what those terms mean.
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            1             Can you define those for us?



            2        A.   Sure.  So, packing would be when a customer



            3   delivers too much gas onto the system.  Drafting would be



            4   when they deliver not enough and so they are using gas



            5   from the system.



            6        Q.   Thank you.  Mr. Dodge asked you a number of



            7   questions about the value of these services to TS



            8   customers and whether they had requested the use of these



            9   services or wanted to use them.



           10             With that in my mind, what is the company's



           11   option if TS customers in this hypothetical Mr. Dodge



           12   created were able to say "no thank you," what would the



           13   company's remedy be if a customer were out of balance?



           14        A.   Well, first of all, this is hypothetical.



           15   So, let me explain what really happens and then I'll



           16   answer your question.



           17             So, what really happens is, for purposes of



           18   balancing, Questar Pipeline treats all the transportation



           19   customers as if they are the first through the meter



           20   at Questar Gas meaning they are always in balance.



           21             So any imbalances that occur, in the case of



           22   his example, the plus two or the plus one would



           23   automatically go to the no-notice balancing upstream



           24   transportation and storage accounts, and along with the



           25   sales customers, those imbalances would be remedied using
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            1   that.  So, really, we make the argument of, you know,



            2   there's a five percent tolerance.



            3             But if a five percent tolerance were allowed



            4   in the calculation of this rate, what would end up



            5   happening is Questar Pipeline would continue to do their



            6   operational balancing and that first five percent would



            7   be applied to no-notice transportation and storage and



            8   that five percent would be paid for by sales customers.



            9   The transportation customers would never have to pay for



           10   it.  So that subsidy would continue.



           11             To answer your question, what would happen



           12   if they were left to their own devices.  Well, as I



           13   mentioned earlier, you've got to balance the system.



           14   So, you've got a couple options available to you.



           15             One is to physically control the amount of gas



           16   on the system.  The other is to come up with balancing



           17   services on Questar Gas and charge them for that.



           18             I don't think either one of those solutions



           19   would be as good as what we're proposing here.  I think



           20   the imbalancing services assessed on gas would be more



           21   expensive and I think no one would want to be subject to,



           22   you know, operational, physical gas control if their gas



           23   didn't showup.  So.



           24        Q.   And when you say operational physical gas,



           25   you're talking about shutting them off; aren't you?
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            1        A.   Yes.  Or making them go out and buy more, yes.



            2        Q.   Okay.  Were you involved in -- well, strike



            3   that.  You testified, didn't you, that some of these



            4   customers have chosen in recent events not to shut off



            5   even when directed to do so; did you not?



            6        A.   That might have been Mr. Schwarzenbach.



            7        Q.   Was that Schwarzenbach?



            8        A.   That's my memory as well, yes.



            9        Q.   Were you familiar with that circumstance?



           10        A.   Yes.



           11        Q.   And what kinds of transportation customers



           12   did you understand chose not to shut off?



           13        A.   Yes.  Well, I'm --



           14             MR. DODGE:  I'm going to object to this.



           15   It's not within the scope of the cross.



           16             MS. CLARK:  I believe it is within the scope



           17   of the cross.  Mr. Dodge has ably made the argument that



           18   transportation customers don't want or need these



           19   services, and this goes to directly to --



           20             Though, perhaps no one's written a letter



           21   saying please give them to me, they absolutely use them.



           22   And when directed to shut off, the evidence shows they've



           23   chosen not to and been express in their refusal to do so.



           24   And I'd like to explore that.



           25             CHAIRMAN LAVAR:  I think I'll allow that
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            1   questioning.



            2             MR. DODGE:  I would respectfully request the



            3   ability to re-cross, then, on this issue.



            4             CHAIRMAN LAVAR:  Absolutely.



            5             MR. DODGE:  Can I do that?



            6             CHAIRMAN LAVAR:  Yes.



            7             THE WITNESS:  So, to answer your question,



            8   it mostly would be hotels, schools, grocery stores,



            9   businesses that, you know, that are using gas for space



           10   heat.  And obviously if you're a business that has the



           11   public in your business and it's cold outside, you're not



           12   going to be able to just shut down and turn off the gas.



           13   BY MS. CLARK:



           14        Q.   Thank you.  If you will indulge me for just a



           15   moment.  Mr. Dodge asked you some questions about the



           16   tariff section that the Division -- that was reflected



           17   in Division Cross Exhibit-1.  I'd like to turn your



           18   attention there briefly.  And I believe there was



           19   discussion about what services were included, whether



           20   it was just transportation service.



           21             What I'd like you to do is reiterate the



           22   services that are included in your charge and then I



           23   want to ask a couple of questions about those.



           24        A.   Okay.  So, it would be the upstream



           25   transportation, the no-notice, and the storage cost.
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            1        Q.   Is no notice a transportation service?



            2        A.   No.



            3        Q.   Okay.



            4        A.   Well, it's no-notice transportation, but you



            5   need the underlying transportation contract for no notice



            6   to work.  It can't work on its own.



            7        Q.   Is the same true for storage costs?



            8        A.   Well, storage costs probably could work without



            9   no notice or -- but yeah.  No notice needs a



           10   transportation contract.  It doesn't necessarily need



           11   storage.



           12        Q.   I want to talk -- if you'll indulge me for a



           13   moment, I'd like to go to the other demonstrative chart



           14   over there.  We talked at length about the differences



           15   between some of the intervenors' proposals and the



           16   company's proposal.  And I want to focus your attention



           17   for a moment on what has got the parenthetical number two



           18   next to it --



           19        A.   Okay.



           20        Q.   -- where it says 100 percent net of TC



           21   imbalance.  I want you to clarify what that means when



           22   you say your net in customers, what do you mean?



           23        A.   So, what I've done is I've taken for the test



           24   period all of the transportation customer balances and



           25   I have aggregated them together, netted them together,
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            1   treated them as one group of volumes, if you will, and



            2   then taken that overall imbalance, multiplied it by the



            3   what I deem to be the cost per dekatherm of the services



            4   they used and then I've used that to calculate the total



            5   cost we need to collect.



            6        Q.   So, let me give you a hypothetical as well.



            7   If customer one was packing or over delivering ten



            8   dekatherms and transportation customer number two were



            9   under delivering by ten dekatherms, those out-of-balance



           10   dekatherms would be netted in this step --



           11        A.   Yes.



           12        Q.   -- and their dekatherm charge would not be



           13   included in your numerator; is that correct?



           14        A.   That is correct.



           15        Q.   Okay.  Can you explain why you wouldn't net



           16   both the numerator and the denominator as the UAE has



           17   suggested?



           18        A.   Why I wouldn't put -- do a five percent --



           19   Oh.  You're talking about netting the rate?



           20        Q.   Netting the customers also in the denominator.



           21   I'm trying to remember which of those steps in the chart



           22   it was.



           23        A.   Yeah.  Well, so, the reason -- well, you could.



           24   The reason why I chose to assess it at the customer level



           25   was, one, it would give the customer a price signal.
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            1             Also, by dividing it by the total -- the



            2   individual transportation customer imbalance, you



            3   actually get a bigger denominator and your rate's



            4   actually lower.



            5             MS. CLARK:  Okay.  I don't have any other



            6   questions.



            7             CHAIRMAN LAVAR:  Mr. Olsen, any cross?



            8             MR. OLSEN:  No cross.



            9             CHAIRMAN LAVAR:  Ms. Schmid?



           10             MS. SCHMID:  None.



           11             CHAIRMAN LAVAR:  Mr. Dodge?



           12                     RECROSS-EXAMINATION



           13   BY MR. DODGE:



           14        Q.   Just very briefly.  The issue you addressed,



           15   hotels, schools, grocery stores and others not shutting



           16   off when told to, that was addressed in the stipulation



           17   in the last docket; was it not?  A customer that fails



           18   to interrupt when instructed to?



           19        A.   Remind me which docket that was.



           20        Q.   I don't remember the name, the number.  The one



           21   that you filed last year asking --



           22        A.   Oh, the general rate case or the --



           23        Q.   No.



           24        A.   The pooling?



           25        Q.   The pooling filed.  In other words, through
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            1   that docket and prior to the general rate case, the



            2   tariff provides pretty stiff penalties if a customer



            3   fails to interrupt when instructed including being kicked



            4   off the transportation tariff; is that not correct?



            5        A.   If they're interruptible.



            6        Q.   Yes.  For an interruptible customer.



            7        A.   Correct.  But I think most of those customers



            8   are firm.



            9        Q.   The schools and the like?



           10        A.   Yes.



           11        Q.   So, have you ever considered maybe tailoring



           12   the service to those who say we want to burn regardless



           13   and those who say, we're big boys and we can handle our



           14   own imbalances?



           15        A.   No, I haven't.



           16             MR. DODGE:  No further questions.



           17             CHAIRMAN LAVAR:  Mr. Cook?



           18             MR. COOK:  No.



           19             CHAIRMAN LAVAR:  Mr. Williams?



           20             MR. WILLIAMS:  No.



           21             CHAIRMAN LAVAR:  Okay.  Thank you,



           22   Mr. Mendenhall.



           23             (Brief break)



           24             CHAIRMAN LAVAR:  Oh, I'm sorry.  Questions from



           25   the commissioners.  Stay on the stand for a moment
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            1   longer.  I'm sorry.  It's important.  Yes.



            2             Commissioner White?  Sorry.



            3                         EXAMINATION



            4   BY COMMISSIONER WHITE:



            5        Q.   Thanks.  Just a couple.  A clarifying question.



            6   One, this is probably self-evident to the folks who do



            7   this every day and this may be a question for



            8   Mr. Schwarzenbach, but with respect to the tolerance



            9   determination, I understand there's different cycles of



           10   nomination.  Would it be applied to one of the four?



           11             Is it a final daily cycle nomination?



           12        A.   It would be for the full day.



           13        Q.   The full day.  So you just --



           14        A.   Well, when you're talking about five percent,



           15   are you talking about the commodity imbalance that



           16   Mr. Dodge was talking about or the daily charge I'm



           17   talking about?



           18        Q.   Yeah, the daily charge.



           19        A.   Yeah.  It would be daily.



           20        Q.   Okay.  So --



           21        A.   For the whole -- for the entire day, we would



           22   look at how much they use versus how much they nominated,



           23   give them five percent tolerance and then whatever is



           24   outside of that, that's what they get assessed and



           25   charged on.
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            1        Q.   Okay.  Thank you.  The second question is,



            2   I've heard reference in various testimony and live



            3   testimony with respect to customers versus contracts.



            4             Is there a distinction between the two or,



            5   I mean, actually there's 300 customers.



            6             Are those contracts?



            7        A.   Each customer would have a contract and then



            8   some customers, to confuse things even more, would have



            9   an agent that they would, you know, have do their



           10   nominations for them.



           11             But for Questar Gas purposes, every individual



           12   customer has a contract.  So, you could probably use



           13   those terms interchangeably.  Mr. Schwarzenbach may



           14   correct me on that when he gets up here, but as far as



           15   I know, that's how far it works.



           16        Q.   And so, the proposed charge would potentially



           17   be applied per contract?



           18        A.   Yes, or for per customer, right.  Yeah.



           19   Exactly.



           20             COMMISSIONER WHITE:  Thank you.  I have nothing



           21   else.



           22             CHAIRMAN LAVAR:  Commissioner Clark?



           23                         EXAMINATION



           24   BY COMMISSIONER CLARK:



           25        Q.   Thank you.  Mr. Mendenhall, just a question
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            1   or two about metering.  And again, if these are more



            2   appropriate for Mr. Schwarzenbach, just let me know.



            3        A.   Sure.



            4        Q.   What types of data does a transportation



            5   customer obtain from its on-site meter?



            6        A.   So, a customer receives once a day through a



            7   program called Pipe Viewer.  And I believe it's an online



            8   program.  Once again, Mr. Schwarzenbach's more familiar



            9   with it.  But every --



           10             So, between eight and ten a.m. every day,



           11   they receive their usage for the prior day.  So, gas days



           12   are on a eight a.m. to eight a.m. cycle, and so they



           13   would receive the usage on an hourly basis for that



           14   prior day between eight and ten a.m. every day.



           15        Q.   And realtime, speaking of the meter, if a



           16   customer wanted to observe the meter and try to base



           17   nominations on that information, would that --



           18             What information do they lack, if any,



           19   from what the meter will tell them?



           20        A.   So, the only data they would lack I guess,



           21   they have to get their -- I'm going to give you high



           22   level, and then if anyone -- you want to ask any detailed



           23   questions.  They have to make their nominations at a



           24   certain time of the day for the next day.



           25             And so, to the extent that, you know, there's
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            1   a gap between when they receive that daily data and when



            2   they're making their nomination, that's where the



            3   realtime data would fill that gap, you know.



            4             So, it might be a few hours.  It might be



            5   depending on when they are making their nomination --



            6   and I'm not an expert, but that's really what the



            7   realtime data would do.



            8             So, what it does, basically, is you got two



            9   options.  You can go out and look at your meter or if you



           10   want to be a little more sophisticated and pay the money,



           11   you put two wires, it's called pulse data, onto your



           12   meter and those wires run into your building and,



           13   basically, every time a dekatherm clicks, it, you know,



           14   monitors that.



           15             And so, you could look at it at any time of the



           16   day and see, okay, from eight a.m. to ten a.m., I've used



           17   this much gas or, you know, I've used this much gas in



           18   the last hour.  So, it gives you really between twelve



           19   and 24 hours of more realtime data than what the



           20   customers are currently getting.



           21        Q.   Is there any other information that needs to be



           22   applied later to adjust that physical measure of a



           23   dekatherm?  Heat content or --



           24        A.   Probably.  And I'm not sure.  I will defer to



           25   Mr. Schwarzenbach on what exactly that Pipe Viewer data
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            1   gives them.  But, yeah, the meter would probably just



            2   give them the cubic feet.



            3             COMMISSIONER CLARK:  I'll reserve the rest of



            4   this for Mr. Schwarzenbach.  Thank you very much.



            5             THE WITNESS:  Yeah.



            6             COMMISSIONER CLARK:  That's all I have.



            7                         EXAMINATION



            8   BY CHAIRMAN LAVAR:



            9        Q.   I just have one more, Mr. Mendenhall.



           10             If you have read Mr. Mierzwa's surrebuttal



           11   where he suggests a one dekatherm per day minimum



           12   tolerance for customers using less than ten per day.



           13        A.   Yes.



           14        Q.   If you read that, do you have a position



           15   on that suggestion?



           16        A.   I don't -- I don't think we could do it.



           17   I will tell you the way the billing system works,



           18   it rounds to as many decibels up to six as we want.



           19             So, in my personal opinion, a customer using



           20   ten dekatherms, you know, could be rounded to a half a



           21   dekatherm in tolerance imbalance, but if, you know,



           22   the Commission is more comfortable with giving a



           23   one-dekatherm floor, if you will, to all the customers,



           24   I think the Company would be fine with that and could



           25   do that in the billing system.  So.
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            1             CHAIRMAN LAVAR:  Thank you.  That's all I have.



            2             THE WITNESS:  Okay.



            3             CHAIRMAN LAVAR:  Thank you, Mr. Mendenhall.



            4             MR. OLSEN:  Commissioner, I guess I'm just



            5   puzzled.  I'm sorry.  It's not Mr. Mendenhall.  It has



            6   to do with the two what became charts that were created.



            7             Is there a way that those are going to be



            8   in the record?  I mean, can we photograph them?



            9             CHAIRMAN LAVAR:  Well, we have not at this time



           10   had a motion to admit them into the record.  If someone



           11   moved to admit them we would have to figure out the right



           12   way to do that, but at this point I don't think we have



           13   a motion to that effect in front of us.



           14             MR. DODGE:  Mr. Chairman, I might indicate,



           15   I believe they're for illustrative purposes only.



           16   I don't think they need to be or should be in the record.



           17   Everything on the charts is in the record.



           18             So, it's for the Commission's convenience.



           19   And if the Commission would view it convenient, I would



           20   move that it be admitted not into the record but for the



           21   Commission's use for illustrative purposes only.



           22             CHAIRMAN LAVAR:  I'm trying to figure out if



           23   you just made a motion.



           24             MR. DODGE:  Yes.



           25             CHAIRMAN LAVAR:  Yes.  I was trying to figure
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            1   out if you just made a motion.  If you did, could you



            2   restate your motion?



            3             MR. DODGE:  Yes.  That the Commission can



            4   utilize those.  It's like sending an illustrative exhibit



            5   back to the jury.  It's not part of the record but it



            6   illustrates a witness's testimony, and so it can be used



            7   to help people understand what the record says.



            8             So, it's not to be part of the record but it



            9   could be used by the Commission for illustrative purposes



           10   if it's useful.



           11             CHAIRMAN LAVAR:  Okay.  And then maybe before



           12   I get other parties to expand on that motion, I think



           13   if that motion were granted in practice, the Commission



           14   would just take an image of those and put them on the



           15   web site docket even if they weren't admitted because we



           16   have lots of things, we still put them on the docket --



           17             MR. DODGE:  Just don't say I drew it because



           18   they're really awful.



           19             CHAIRMAN LAVAR:  Just what?



           20             MR. DODGE:  Don't say that I drew it because



           21   they really look bad.



           22             CHAIRMAN LAVAR:  So, with that clarification,



           23   are there any comments on the motion?



           24             MS. CLARK:  Just clarifying.  We're only



           25   talking about these two charts; is that correct?
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            1             MR. DODGE:  Correct.



            2             CHAIRMAN LAVAR:  That's my understanding.



            3             MS. CLARK:  No.  We have no objection.



            4             MS. SCHMID:  The Division has no objection.



            5             MR. OLSEN:  No objection.



            6             CHAIRMAN LAVAR:  Okay.  Mr. Cook?



            7             Mr. Williams?



            8             MR. WILLIAMS:  No.



            9             MR. COOK:  No.



           10             CHAIRMAN LAVAR:  Okay.  So, the Commission will



           11   take possession of the charts and will place an image



           12   of them on the docket.  They're not evidence in this



           13   proceeding at this point unless someone else moves to



           14   do so.  Ms. Clark?



           15             MS. CLARK:  The Company would call



           16   William Schwarzenbach.



           17             CHAIRMAN LAVAR:  Mr. Schwarzenbach, do you



           18   swear to tell the truth?



           19             THE WITNESS:  Yes.



           20             CHAIRMAN LAVAR:  Thank you.



           21                    WILLIAM SCHWARZENBACH,



           22               having first been duly sworn, was



           23               examined and testified as follows:



           24                      DIRECT EXAMINATION



           25   BY MS. CLARK:
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            1        Q.   Would you please state your name and business



            2   address and position with the company for the record?



            3        A.   William Frederick Schwarzenback, III.



            4   My business address is 333 State Street, Salt Lake City,



            5   Utah.  And my role is director of gas supply at



            6   Questar Gas.



            7        Q.   I would like to direct your attention to the



            8   testimony you prefiled in this matter, Questar Gas



            9   Company Exhibit 2.0R, the rebuttal testimony of William



           10   F. Schwarzenback with attached Exhibits 2.1R through 2.3R



           11   filed on July 31st, 2015 and Questar Gas Company's



           12   Exhibits 2.0SR, the surrebuttal testimony of William



           13   Schwarzenbach submitted in this docket on August 14th,



           14   2014.  Are you familiar with those?



           15        A.   Yes.



           16        Q.   And were they prepared by you or under your



           17   direction?



           18        A.   Yes, they were.



           19             MS. CLARK:  The company would move for the



           20   admission of both pieces of testimony and their



           21   attachments.



           22             CHAIRMAN LAVAR:  Does any party have any



           23   objection to the admission of the rebuttal and



           24   surrebuttal testimony of Mr. Schwarzenbach with the



           25   attachments?
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            1             MR. OLSEN:  No.



            2             MS. SCHMID:  No.



            3             CHAIRMAN LAVAR:  They will be admitted.



            4   Thank you.



            5             (QGC Exhibit 2.0R and QGC Exhibit 2.0SR



            6   marked and admitted)



            7   BY MS. CLARK:



            8        Q.   Thank you.  Mr. Schwarzenbach, can you please



            9   summarize the testimony you've offered in this matter?



           10        A.   Yes.  The focus of my testimony is to explain



           11   the operational concerns that arise when transportation



           12   customers' nominations do not match their usage.



           13             Each of the last two years, Questar Gas has



           14   experienced operational issues that led to customer



           15   curtailments.  These occurred on December 5th, 2013



           16   and December 31st, 2014.



           17             When curtailments do occur, Questar Gas must



           18   know how much gas each customer has brought to the system



           19   in order to restrict their usage to their confirmed



           20   nomination.



           21             Evidence shows on most days nominations are not



           22   done accurately at the customer level.  Customers that



           23   use more than their confirmed nomination will be using



           24   supplies obtained for Questar Gas's sales customers.



           25             During these recent events, some customers have
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            1   ignored requests to curtail usage.  With the growth



            2   in the number of transportation customers, if this



            3   continues, it could result in the need for Questar Gas



            4   to curtail firm sales customers.  This could also result



            5   in large penalties for transportation customers.



            6             In order for Questar Gas to effectively manage



            7   these unpredictable events, it is important that



            8   customers' nominations match their expected usage each



            9   day.  On a daily basis the fluctuations in transportation



           10   customers' imbalances also impact Questar Gas's ability



           11   to manage their own storage plans.



           12             In the long term, this could impact the



           13   management of cost-of-service production.  While these



           14   costs are not included in the transportations imbalance



           15   charge proposed in this docket, the charge will serve



           16   as an incentive for customers to make accurate



           17   nominations on a daily basis, therefore reducing the



           18   imbalances and the impact on our storage management.



           19             The intervenors have presented objections



           20   to the Questar Gas proposal including stating that the



           21   requirement for accurate daily nominations is unduly



           22   burdensome, that the current balancing restrictions or



           23   OFOs are an effective way to incent accurate nominations



           24   by customers on a daily basis, and that Questar Gas can



           25   use line pack to manage the transportation customers'
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            1   imbalances.



            2             The intervenors have argued that requiring



            3   nominations to be done accurately at the customer level



            4   is unduly burdensome.  I do not agree with this.  It is



            5   and has been the responsibility of every transportation



            6   customer to make an accurate nomination every day.



            7             The tariff itself already states the Company



            8   will allow plus or minus five percent of a customer's



            9   volumes delivered from upstream pipelines as a daily



           10   imbalance tolerance window.



           11             However, the tariff does not currently provide



           12   an effective enforcement mechanism for this five percent



           13   tolerance.



           14             The system for nominations is set up with



           15   multiple cycles each day to facilitate the changes



           16   necessary to meet these requirements.



           17             However, most customers do not utilize these



           18   opportunities to manage their nominations.  Instead, some



           19   agents sidestep their responsibilities at the expense



           20   of Questar Gas's sales customers.



           21             In fact, in total, transportation customers



           22   are outside of the five percent tolerance window over



           23   80 percent of the time during the test period used in



           24   this docket.  The Division of Public Utilities proposed



           25   a flat or socialized rate to cover the costs of the
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            1   services used to manage transportation customers'



            2   imbalances.  They along with some of the intervenors have



            3   also recommended that Questar Gas utilize the existing



            4   balancing restrictions as a means to incent a change in



            5   nominations behavior.  I do not feel the existing



            6   language provides adequate incentive.



            7             The existing restriction language provides for



            8   aggregation and trading of daily imbalances by the



            9   agents.  Historically, agents have taken advantage of



           10   this ability by only adjusting nominations to a few of



           11   their customers to attempt to bring their aggregate



           12   nomination in balance with their overall usage.



           13             This again does not provide the accuracy



           14   desired at the customer level.  I have proposed



           15   additional tariff language that would address this issue



           16   if a flat or socialized rate were to be implemented.



           17             And lastly, based on my experience as the lead



           18   engineer in charge of system planning for Questar Gas and



           19   my experience as the director of gas supply, I have seen



           20   that Questar Gas does not have sufficient line pack to



           21   manage the transportation customers' imbalances on a



           22   daily basis.  Due to the relatively small size and lower



           23   operating pressures of the pipes in the distribution



           24   system, any customer usage directly impacts the supplies



           25   coming from the upstream pipeline within hours.
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            1             This concludes my summary.



            2             MS. CLARK:  Mr. Schwarzenbach is available for



            3   cross-examination.



            4             CHAIRMAN LAVAR:  Thank you.  Mr. Olsen?



            5             MR. OLSEN:  We have no cross.  Thank you.



            6             CHAIRMAN LAVAR:  Ms. Schmid?



            7                      CROSS-EXAMINATION



            8   BY MS. SCHMID:



            9        Q.   Yes.  Good morning.



           10        A.   Good morning.



           11        Q.   I have a few questions about nominations and



           12   pipeline management or distribution system management.



           13             What would happen if the sales customers were



           14   using all the storage, all the no-notice service and the



           15   other balancing services and the transportation customers



           16   were out of balance, what would Questar Gas do?



           17        A.   Questar Gas would have to ask each of those



           18   transmission customers to reduce their usage to match



           19   their scheduled quantity for the day.  And that's their



           20   confirmed nomination for that day.  So, that would be a



           21   curtailment situation.



           22        Q.   Is it correct that the firm sales service



           23   customers are paying to have gas available when they



           24   need it?



           25        A.   Yes.  That is true.
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            1        Q.   How often does Questar Gas change its



            2   nomination for those sales customers?



            3        A.   We do a very detailed nomination every day,



            4   and if we have to make adjustments throughout the day,



            5   we will do that as well.



            6        Q.   How often in your experience does the average



            7   TS customer change its nomination?



            8        A.   I believe the data shows that they only do it



            9   maybe five times a month.  So, not on an every-day basis.



           10        Q.   Have you had the experience that any TS



           11   customer utilizes the intraday process to refine its



           12   nomination?



           13        A.   Very infrequently.



           14             MS. SCHMID:  Do you have a copy of what was



           15   previously marked in this matter as DPU Cross Exhibit-1?



           16             May I approach?



           17             CHAIRMAN LAVAR:  Yes.



           18             THE WITNESS:  Thank you.



           19   BY MS. SCHMID:



           20        Q.   Could you please turn to Section 5.09?



           21             Could you please read into the record the first



           22   sentence of the second paragraph under the title "Daily



           23   Imbalances"?  This sentence begins:  "The company will



           24   provide ... "



           25        A.   "The Company will provide notice of such
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            1        restrictions to each affected nominating party not



            2        less than two hours prior to the first nomination



            3        deadline for the affected period or as soon as



            4        reasonably practical to the extent system integrity



            5        or upstream allocations allow."



            6        Q.   In your experience, has Questar used this



            7   provision as requiring at least two hours notice before



            8   the first nomination deadline?



            9        A.   Yes.



           10        Q.   So, Questar has not attempted to use it later



           11   in the nomination process?



           12        A.   Not that I'm aware of.



           13        Q.   Do you believe that Questar could use this



           14   further into the nomination process?  And I'm not asking



           15   for a legal opinion.  I'm just asking for your opinion



           16   consistent with your title of Questar.



           17        A.   With the current language, I do not.  I think



           18   we would have to wait and provide the notice for the next



           19   day.  So, starting at eight a.m. for whatever the next



           20   gas day is.  So, once we've reached the two hours prior



           21   to the nominating deadline, the first nominating deadline



           22   is actually almost 24 before the start of the next gas



           23   day.  So, once you're into that current gas day, you're



           24   actually not just the next day but the one after that



           25   if that makes sense.
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            1        Q.   It does.  And to assist in this process,



            2   are there Questar Gas Company employees available to take



            3   nominations throughout the nominating process?



            4        A.   Yes.  The system is set up that way.  They can



            5   do their noms through any of the deadlines.



            6        Q.   You would agree, though, that Section 5.09



            7   permits the company to allow plus or minus five percent



            8   imbalance on a daily basis per customer?



            9        A.   Actually, I believe if you read it, it states



           10   that there is a plus or minus five imbalance every day



           11   and it permits the company to actually make that tighter



           12   and then assign penalties to it after that.



           13        Q.   In your experience, how often has the company



           14   imposed penalties?  And then the second part of the



           15   question will be, how often has the company made that



           16   tolerance smaller?



           17        A.   I'm not sure exactly how many times.  I think



           18   I saw in the data that it was 120 days.  I think that was



           19   during the test period that we did that.  So, I'd say we



           20   try to avoid doing it.



           21             It happens when our system is getting pushed,



           22   though.  It's usually either during a cold weather event,



           23   but it could also happen during any type of mechanical



           24   concerns on the upstream pipeline.



           25             That could be plant issues.  It could be
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            1   something gets hit by lightning and isn't working.  Could



            2   be a lot of reasons for it.  But it's any time we see



            3   that that supply is going to be restricted to us and it's



            4   not as available.



            5             And what was the second half of the question?



            6        Q.   How often has the imbalance tolerance window



            7   been made smaller than the plus or minus five percent?



            8        A.   We usually don't go smaller.  I don't think



            9   there's been very many occasions.  We try and work with



           10   the agents or the customers as well.  Sometimes we'll



           11   actually put a tolerance level kind of in line with



           12   what we're experiencing.



           13             There are times when we'll put a tolerance



           14   where it is -- they could be -- they could pack the



           15   system but not draft it more than five percent meaning



           16   that, you know, they cannot pull more than five percent



           17   off of our system but they could put additional gas on



           18   if we're only restricted in one direction.



           19             So, we'll try and be lenient with that and try



           20   and restrict it to what makes sense with the operational



           21   issue that we're doing.  We have applied these more



           22   frequently recently, and I think it has to do with just



           23   the fact that, for one, there's more transportation



           24   customers and therefore more volume we're trying to



           25   manage through it.
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            1             And two, I think there's been more events



            2   recently in terms of upstream pipeline constraints,



            3   wellhead freeze-offs, things like that.  I think they've



            4   been more frequent.



            5        Q.   In your testimony, you say that many customers



            6   and agents have not historically matched daily



            7   nominations and usage.  Do you recall that?



            8        A.   Yes.



            9        Q.   Do you recall that you also said that the



           10   customers and agents should have been doing this all



           11   along?



           12        A.   Yes.



           13        Q.   So, isn't it fair to say if they were supposed



           14   to be doing it all along and they haven't been that



           15   Questar Gas Company should have been using Section 509



           16   more often?



           17        A.   Well, and that is one of the reasons we've



           18   started to use it more often.  Unfortunately, the



           19   Section 5.09 which requires the plus or minus five



           20   percent tolerance on an everyday basis, there's no



           21   mechanism in there to actually charge them for it



           22   unless they are on that restriction.



           23             MS. SCHMID:  Thank you.  I'm done.



           24             CHAIRMAN LAVAR:  Mr. Dodge?



           25                      CROSS-EXAMINATION
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            1   BY MR. DODGE:



            2        Q.   Thank you, Mr. Chairman.  Good morning,



            3   Mr. Schwarzenbach.



            4        A.   Good morning.



            5        Q.   On page -- lines 33 and 34 of your rebuttal,



            6   in response to a question -- I'll let you get there.



            7   I'm sorry.



            8        A.   I'm having trouble finding it.



            9             Do you have a copy of it?



           10             MS. CLARK:  I sure do.



           11             MR. DODGE:  I was going to reference your



           12   surrebuttal, too.  So you might grab that.



           13             (Discussion off the record)



           14             THE WITNESS:  Sorry about that.  I'm new to



           15   this process.



           16   BY MR. DODGE:



           17        Q.   All right.  Welcome.  There's several new



           18   to the process of this proceeding.



           19        A.   Which lines are you referring?



           20        Q.   There's a question on lines 31 and 32.  It



           21   says, "Why is it important that TS customers or their



           22   agents make accurate nominations on a daily basis?"



           23             And I was referencing your answer on 33 and 34.



           24        "All shippers are required to enter a nomination for



           25        each day.  This is an industry standard throughout
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            1        the country."



            2             Right?



            3        A.   Yes.



            4        Q.   Then I'm going to turn to your surrebuttal,



            5   question beginning on line 41 and basically continuing



            6   over through 73.  I won't read all of that, but the



            7   question on 41 says:



            8             "Do you agree that agents should be allowed



            9        to manage the nominations in aggregate for all



           10        of their customers?"



           11             And you say, no.  We need to have accurate



           12   daily nominations.



           13             You understand now, do you not, that the



           14   intervenors in this docket were not asking in this docket



           15   to allow aggregate nominations but rather simply for



           16   purposes of calculating and imposing any imbalance



           17   penalties that they be done at an agent level in



           18   aggregation?  Do you understand that now?



           19        A.   I actually understood that at that point.



           20   But the purpose of that statement was actually the fact



           21   that it was in reference to the proposal to charge them



           22   penalties at an aggregated basis.



           23             And in my opinion, even if you do a nomination



           24   at the customer level but there's no punitive or there's



           25   no charges except at the aggregate level, then there
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            1   really is no reason to do those nominations accurately



            2   at the customer level.  You wind up in a scenario where



            3   you have to do ten nominations for ten customers but



            4   there's absolutely no reason not to put a zero nomination



            5   in for nine of them and just have that tenth one equal



            6   your volume for your aggregate usage.



            7        Q.   In terms of impact on the company, what you



            8   see is a total aggregated impact of all imbalances, TS



            9   customers and GS customers alike; right?



           10             For operational reasons, what you see is an



           11   aggregated impact of all the imbalances netted against



           12   each other?



           13        A.   Actually, for operational reasons, we need



           14   to know by customer because that gas is being delivered



           15   to different locations on our system.



           16        Q.   You need know where the nomination goes and



           17   if the gas shows up where to deliver it, but for



           18   operational considerations like the potential impact



           19   on the system that you've testified to, what matters



           20   is the total aggregated impact of all of your customers.



           21             In other words, if everything nets out so



           22   there's zero imbalance, even if two of them are wildly



           23   out on either side, it doesn't have an operational impact



           24   on the company?



           25        A.   I would not agree with that.  I actually think
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            1   it does have an operational impact because we need to



            2   know how much gas is being delivered to what location



            3   on our system.  Well, the same -- the right amount of gas



            4   may be delivered to the input of out system, the city



            5   gate, we still need to know how to deliver that gas



            6   on our system and what location to deliver that to.



            7             If the nomination is not accurate by customer,



            8   we don't have that information.  All we know is how much



            9   gas is coming to our system.



           10        Q.   I'm saying, assume you get a daily nomination



           11   that is as accurate as a person can make it, what affects



           12   you operationally is the total aggregate imbalance,



           13   not whether one customer is long and one is short and



           14   they offset each other.



           15             Now, if there's an imbalance and you have to



           16   impose penalties or something, you have to compare the



           17   burn to the nomination; right?  So, you need to know



           18   those numbers.  But operationally, it doesn't impact you



           19   if they offset each other?



           20        A.   You're assuming in that statement, though,



           21   the assumption is that the nomination's accurate, first



           22   of all, is what you said in your statement.  And without



           23   any incentive, we don't know that that nomination's going



           24   to be accurate.



           25             And second, you're assuming that if we have
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            1   any restrictions that we can restrict those customers



            2   in a reasonable way.  Those are two big assumptions in



            3   what you're saying, there's no operational impact --



            4        Q.   Well, let's talk about --



            5        A.   -- which is why I have trouble agreeing with



            6   your statement that there is none.



            7        Q.   Well, let's talk about the incentives.  I mean,



            8   today, you have the ability as Ms. Schmid walked through



            9   with you for purposes of system integrity, altering gas



           10   purchases, production or storage or other system



           11   constraints, when you need it, you have the ability to



           12   issue an OFO and hold people to the restrictions, to



           13   their nominations with a very severe penalty; right?



           14             It's a buck 25 per dekatherm minimum.



           15             That's not a commodity cash-out but rather



           16   just a penalty for imbalance; right?



           17        A.   Yes.



           18        Q.   And do you not find when you issue OFOs that



           19   agents work very, very hard to respond and bring their



           20   nominations or their deliveries and their usage as close



           21   to what they've been restricted as possible?



           22        A.   We find that they do actually make an attempt



           23   to get their total deliveries in aggregate as close it



           24   needs to be for their aggregate usage, but what we're



           25   trying to incent here is for them to do that same thing
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            1   at a customer level, not just in aggregate.



            2             So, again, if they just make adjustments to one



            3   or two customers to bring their aggregate volume in,



            4   that's not going to help us in an operational situation



            5   if they've got enough gas but it's all assigned to one



            6   of their 50 customers.



            7        Q.   You say it's not going to help you, but again,



            8   if you issue an OFO, if you've got system constraints



            9   or something else that's causing you problems, they are



           10   going to respond and they're going to help solve your



           11   problem by restricting their usage to what you allowed



           12   them to; right?



           13        A.   They will respond in the aggregate, yes.



           14        Q.   And that's how it impacts your company in the



           15   aggregate.  You're talking about those two times in the



           16   last decade you've issued an actual interruption.



           17   Then you penalize people based -- or you hold people to



           18   what they've nominated or delivered and then you penalize



           19   them if they don't stop burning at that level; right?



           20        A.   Right.  And you characterized it as two times



           21   in the last decade.  I would say it's like actually two



           22   times in the last two heating seasons which is a big



           23   difference in my mind.



           24             I mean, these are becoming more critical



           25   situations.  And that's what we're trying to manage.
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            1   We want to have those nominations correct so that when



            2   you get in that situation which we've seen each of the



            3   last two years.  So, this isn't a situation that's



            4   unlikely.  We've seen it each of the last two years.



            5   And those were warm years that we've seen this.



            6             So, we're just trying to make sure that the



            7   nominations are accurate so when those situations occur,



            8   which they seem to occur more frequently now, that we're



            9   able to manage the operation of our system.



           10             So, our system needs to have a receipt which is



           11   the gate station and also the delivery location knowing



           12   where that gas is going to go and to which customer.



           13        Q.   And the last time you interrupted, you said it



           14   went fairly smoothly because now you have the right



           15   information to let people know there were some penalties



           16   imposed, et cetera; right?



           17        A.   I would say it went smoother than the first



           18   one.  So, we are getting a little bit closer, but I



           19   wouldn't say it was -- that there was still lots of



           20   concerns and lots of issues.



           21        Q.   And so, for those rare occasions where you've



           22   had to physically interrupt and with the concern that you



           23   have to know what a customer's burning so you can



           24   properly assess penalties, et cetera, you're proposing to



           25   customers like my clients, you're required every day
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            1   of the year to individually monitor their own nominations



            2   and burn to try and avoid penalties as opposed to hiring



            3   agents to do that in the aggregate for them on days that



            4   don't matter from an operational perspective?



            5        A.   Actually, I would argue they're already



            6   required to do that.  All we're asking to do is charge



            7   for the services that get used when they don't do it.



            8   The tariff already states they have a plus or minus five



            9   daily imbalance tolerance.



           10             All we're asking for here is to charge for the



           11   services that get used when they don't adhere to that



           12   plus or minus five tolerance window.



           13        Q.   What makes your utility so special that you



           14   have to have more than just the current language to



           15   incent that?  Have you looked at other utilities to



           16   see what they do?



           17        A.   I have not.  But I have looked at what our



           18   customers have done with the current language.  And



           19   it is obvious that the current language is not sufficient



           20   to incentivize them because they have not done so.



           21        Q.   You say that, and yet to this day, there has



           22   never been an interruption of sales customer deliveries



           23   like you're warning could happen.



           24             Never happened; has it?



           25        A.   It has not which is a good thing in my mind.
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            1        Q.   It is a good thing.



            2        A.   My job is to worry about that happening.



            3   My job is to make sure that doesn't happen.  And we're



            4   here today in part because we don't want that to happen.



            5             I'd much rather be here arguing with you right



            6   now before the fact than in here trying to explain later



            7   on why that happened, why we had to interrupt sales



            8   customers.  So, I'd rather be here right now.



            9        Q.   So, let's all say we agree with that.  Then



           10   let's come up with the most least restrictive, least



           11   punitive way of doing that.



           12             And is it not through that, so, it's never



           13   happened that you've had these sales customer disruptions



           14   that you warn us about ever-ever even though there's not



           15   any economic incentive in today's tariff to match



           16   nominations with burn except when the Company tells them



           17   to.



           18             Now, you're proposing to impose something.



           19   Even if it's for penalty purposes calculated on an



           20   aggregate level at the agent level, in aggregate at the



           21   agent level like it's now done during OFOs.



           22             Even if that happens, there will now be a



           23   financial incentive and we would expect the errors to go



           24   down because now there's a financial consequence even on



           25   non-OFO days if people don't aggregate more accurately;
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            1   right?



            2        A.   I'm not sure exactly what I'm agreeing to right



            3   there.  You rattled off a whole lot of stuff right there.



            4   And I don't know if I would agree to all of it.  I may



            5   agree to some of it.



            6        Q.   Well, let me parse it.  And I apologize for



            7   that.



            8        A.   Yeah.



            9        Q.   You would agree, would you not, that even if,



           10   as the agents and customers are requesting, that you



           11   allow the agents to continue dealing with the utility for



           12   their aggregate customers like they do during an OFO now,



           13   that they do that on a daily basis, there would still be



           14   a penalty if the agent doesn't keep its customers in



           15   balance, there would be a penalty that they're going to



           16   have to assess somewhere.  And that's going to create



           17   more of an economic incentive than we now have.



           18        A.   I will say that I think we need the incentive



           19   to be at the customer level because I would like the



           20   nomination to be correct at the customer level.



           21        Q.   I know you say that and I think you'll hear



           22   from the agents who testify later, their goal is always



           23   to get those nominations accurate at a customer level



           24   and they will continue to do so with this economic



           25   incentive even more so.
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            1             Can you not even agree that with this economic



            2   consequence for failure to stay within the tolerance



            3   level at an agent aggregated level, there will be more



            4   of an incentive to be accurate every day, not just



            5   during OFO periods?



            6        A.   I think there will be more of an incentive to



            7   stay in tolerance on an aggregated basis.  I do not think



            8   there would be any more incentive to do it on a customer



            9   basis.  And what we have seen through the existing OFOs



           10   is that when they're provided that incentive to do it on



           11   an aggregate basis, they do it on an aggregate basis.



           12             But they do so by only adjusting a few of their



           13   customers.  They don't do so by adjusting all the



           14   nominations across the board to all of their customers.



           15        Q.   But again --



           16        A.   We would like the incentive to be at the



           17   customer level to get it so that they adjust that



           18   nomination for each of their customers.



           19        Q.   And the relevance of that is so you can assess



           20   the penalty?



           21        A.   The relevance of that is so that if we have



           22   to call a curtailment that we can curtail those customers



           23   accurately, so we can tell them how much gas they



           24   actually have to use.



           25             For example, if you had a 10-dekatherm
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            1   nomination for a customer every day and they've been



            2   burning 35 but you've added that additional 25 onto



            3   another customer, now we're going to call that customer



            4   who could be a school or a hotel or something like that



            5   and say, you've got to reduce your usage to 10



            6   dekatherms.  They're going to look at it and say,



            7   there's no way I can do that and they're just going



            8   to continue to burn their 25 or 35 or whatever.



            9        Q.   They'll do that once and then what happens?



           10        A.   Then they will get penalized.



           11        Q.   They get kicked off the system.  They're no



           12   longer an interruptible if they're interruptible?



           13        A.   No.  That's just it.  They could be a firm



           14   customer so that they're not getting kicked off the



           15   system.  All they get is a penalty which in the past has



           16   been, a lot of times what we're told, those penalties



           17   were actually paid for by the agent anyway.



           18             So again, that's reducing the incentive to the



           19   customer.



           20        Q.   And the penalties can be as high as $25 per



           21   dekatherm, right, under your tariff currently?



           22             You don't think that's enough economic



           23   incentive for them to restrict themselves to what



           24   they're supposed to be burning?



           25        A.   Not if they're not actually ever charged it.
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            1        Q.   And let's talk -- well, but you're assuming



            2   they won't charge it.  You think the agents are --



            3   there's never been a daily consequence like there will be



            4   now if the Commission adopts this proposal.



            5             Do you think agents are just going to eat that?



            6        A.   I'm not sure.



            7        Q.   Are you sure they won't?



            8        A.   I don't think it's my place to speculate



            9   exactly what the agents are going to do.



           10        Q.   The other thing is, you're talking about the



           11   schools and the like that you say aren't going to quit



           12   burning because their gas doesn't show up.



           13             I think Mr. Wheelwright talked a little bit



           14   about the relative percentages.



           15             How much of your total transportation volumes



           16   go to small customers like schools and churches and



           17   government buildings?  Roughly.



           18        A.   I'm not sure the exact percentage.



           19        Q.   It's very small; right?



           20        A.   I think it's it was in Mr. Wheelwright's



           21   testimony.



           22        Q.   It's very small; right?  If the large customers



           23   who do have a strong economic incentive comply,



           24   it's going to solve your problem; is it not?



           25        A.   And what is the strong economic incentive?
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            1        Q.   This daily nomination.  Someone's going to pay



            2   it if they're out of balance in aggregate.  And that's



            3   where it impacts you.  If everyone balances out despite



            4   you wildly out of balance, you're not going to have to



            5   call an OFO or an interruption if they're living --



            6             If the aggregate nominations are all at zero,



            7   you're not going to have to worry about it.  It's only



            8   when you have to start issuing restrictions or



            9   interruptions you have to care about; right?



           10        A.   I care about it every day.



           11        Q.   I'm happy you care.  Do you understand --



           12   You say daily nominations as an industry standard.



           13             Do you also understand that agent-level



           14   aggregation for nomination imbalancing is also



           15   an industry standard?



           16        A.   Yes.  And I think that we offer that as well.



           17   I mean, our tariff states it and our tariff allows that.



           18   We're talking about the commodity piece of it.  All we're



           19   trying to do here is when they're out of balance to



           20   charge for the services that they use to keep in balance.



           21             You seem to be confusing a number of occasions,



           22   our charge here, with what other companies are doing



           23   in terms of their commodity balancing, in terms of the



           24   actual dekatherms of gas that are owed to the company



           25   or the company owes these customers.  And there is a
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            1   difference there.



            2             So, a lot of what you're referring back to in



            3   terms of us not doing the same as these other companies,



            4   you're mixing up this charge that we're presenting which



            5   is just for the services used to manage it with the



            6   actual cost of the commodity that's being imbalance --



            7        Q.   It's my time to clarify.  No, I'm not mixing



            8   that up at all.  I understand that completely.  And we



            9   can go through a dozen tariffs if you'd like to that you



           10   and or the office have referred us to for other utilities



           11   that try to impose some kind of daily imbalance charge



           12   or consequence.



           13             Would it surprise you to find out that they



           14   allow aggregate imbalance, the imbalances to be



           15   aggregated on a daily basis for that purpose typically,



           16   too?  In other words, if an agent has ten customers



           17   and they have a ten-percent imbalance tolerance or a



           18   two-percent imbalance tolerance and they charge for the



           19   excess, it's looked at at an aggregate level for that



           20   agent.  Would that surprise you?



           21        A.   Again, I think that's the commodity side.



           22        Q.   No.  I'm not talking commodity.  I'm talking



           23   daily imbalance consequences.  It would surprise you?



           24        A.   It would surprise me, yes.



           25        Q.   Okay.  Well, we can walk through those.
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            1             In your rebuttal testimony you talked about



            2   if a flat rate were proposed that you would propose,



            3   if that were the case, you changing the current tariff



            4   to allow you to issue an OFO during the last rather than



            5   the first cycle.  Do you remember that?



            6        A.   I do.



            7        Q.   You understand the last cycle has very very



            8   limited liquidity; do you not?



            9        A.   Yes.



           10        Q.   And so that as a practical matter mean that



           11   client customers would not be able then to cure the



           12   imbalance that you see -- that respond to your



           13   instructions.  They wouldn't have the ability because



           14   of an illiquidity situation to respond to the



           15   instructions to match to try and bring in supply



           16   if that were the requirement?



           17        A.   I think that's only if their nominations are



           18   nowhere close.  If they only have a small adjustment



           19   to make, I don't think they need as much liquidity in the



           20   market.  I think that is part of the incentive to have



           21   your nomination close every day is the fact that you



           22   now know that a restriction can be imposed for that



           23   particular day.



           24             So, if you're close, then even if it is the



           25   last cycle, as long as your nomination was barely
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            1   accurate for that day already, you're only making a



            2   small adjustment and now you can do that still in the



            3   last cycle.



            4        Q.   Do you accept the agent's testimony in this



            5   docket that that would be very disruptive to their



            6   ability to respond?  You don't accept that argument?



            7        A.   I think it would be harder for them to manage.



            8        Q.   And that has never been analyzed; right?



            9             That was thrown in in rebuttal testimony,



           10   not as part of the company's proposal; right?



           11        A.   Well, that was actually put in in response



           12   to a proposal that was provided by the Division of Public



           13   Utilities.  So, that was our response to that.  They made



           14   the recommendation that restrictions be used to incent



           15   the customers or -- the customers or the agents.



           16             And we just responded that we don't feel



           17   the restrictions with the language that's in there is



           18   adequate, that we would have to make a little bit of a



           19   change to the language in order or make it adequate



           20   to incent them to do it at a customer level.



           21        Q.   And do you think before that kind of change is



           22   made which the Company hasn't proposed, there ought to be



           23   maybe more analysis of the impacts, the tradeoffs between



           24   the impacts on transportation customers and the benefit



           25   to the system?
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            1        A.   Well, again, that's why we haven't put that in



            2   our proposal.  We still feel our original proposal is the



            3   best route to take.  That was just in response to an



            4   alternative proposal.  That is the concern we have with



            5   the alternative proposal.



            6        Q.   That is the flat-rate proposal?



            7        A.   Yes.



            8             MR. DODGE:  Or socialized.  Whatever term you



            9   want to use.  Okay.  Thank you.  I have no further



           10   questions.



           11             CHAIRMAN LAVAR:  Mr. Cook?



           12             MR COOK:  I have no questions.



           13             CHAIRMAN LAVAR:  Mr. Williams?



           14             MR. WILLIAMS:  No.



           15             MR. OLSEN:  I have no questions.



           16             MS. CLARK:  Can I just have a minute?



           17             CHAIRMAN LAVAR:  Certainly.



           18             MS. CLARK:  Thank you.  I apologize.  I just



           19   have two questions.  Well, no.  I only have one question.



           20   You talked a little bit -- you know what, I don't have



           21   any questions.



           22             CHAIRMAN LAVAR:  Okay.  Well, thank you.



           23             Commissioner White?



           24             COMMISSIONER WHITE:  No questions.



           25             CHAIRMAN LAVAR:  Commissioner Clark?
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            1                         EXAMINATION



            2   BY COMMISSIONER CLARK:



            3        Q.   Thank you.  I just want to understand a little



            4   better the two operational events that have been



            5   referenced, the one in 2013 and the one in 2014.



            6             And could you describe what happened on those



            7   days or at least one of them?



            8        A.   Yeah.  I think we can start with December 5th



            9   of 2013.  It's a little further away in my memory but



           10   I'll probably remember it for a long time.



           11             That day there were supply issues meaning we



           12   had our supply set up for the day and our nominations



           13   done and so did all the transportation customers.



           14             And we started receiving word of there were



           15   some plant shutdowns and well freeze-offs and some of



           16   that supply was not going to be getting to our system.



           17             So, we made the decision that we have to limit



           18   our transportation customers or some of the ones that



           19   were having their supply reduced.  We only contacted the



           20   ones whose supply was actually being reduced, and we



           21   therefore asked the customers to reduce their usage



           22   to match the supply that was coming into the system.



           23        Q.   And was that an operational flow order or is



           24   that a different kind of event?



           25        A.   So, at that point, we actually did not have,
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            1   if I recall correctly, we did not have a restriction



            2   or an operational flow order in place at that point.



            3             And again, because of the wording, so, we



            4   called one immediately when we started seeing the



            5   freeze-offs and when we started seeing the issues.



            6   But it wasn't going to be in place until the next day.



            7             That was in our minds one of the wake-up calls



            8   that made us start to be a little more conservative and



            9   start to issue those restrictions a little bit sooner



           10   whenever we thought that there might be an issue.



           11             So, that's one of the reasons you see them



           12   being instituted a little more frequently.



           13        Q.   And when you say, "a little more frequently,"



           14   for 2014, for example, how many times did you implement



           15   an OFO?



           16        A.   I'm not sure exactly how many times.  There is



           17   a number of events.  I'd say probably ten to 15 subject



           18   to check.



           19        Q.   Thank you.  And now, regarding metering,



           20   you probably heard my questions to --



           21        A.   I did.



           22        Q.   -- Mr. Mendenhall.  So, what I'd like to



           23   understand is what capabilities does a transportation



           24   customer have to understand their usage from the metering



           25   equipment that Questar requires them to have and what
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            1   would they not understand.



            2             In other words, what contributes to metering



            3   calculations or usage calculations after the meter



            4   process that might relate to heat content or temperature,



            5   atmospheric or other conditions?



            6        A.   I'm not an expert on the actual meter or the



            7   metering and that side of it, but I do know that the



            8   meter, then, is read electronically and we do get a read



            9   for every customer on a daily basis that's put into our



           10   Pipe Viewer.  So, that Pipe Viewer will then take the



           11   read from the meter which may be in cubic feet a unit of



           12   volume.  And it'll add heat content, stuff like that will



           13   be included on their read in Pipe Viewer.



           14             And all customers have access to Pipe Viewer



           15   and so do the agents as well through an agency agreement



           16   have access to Pipe Viewer.



           17             So, all of the heat content and other



           18   information is available via Pipe Viewer.  If you look



           19   specifically at the meter, I'm fairly certain the only



           20   thing you're going to see is a number that probably reads



           21   cubic feet.  You are able, then, to go back to



           22   Pipe Viewer and you know that the heat content and the



           23   rest that goes into the calculation doesn't change as



           24   frequently as the meter read.  That's fairly static type



           25   data.  So, you would be able to apply that to the meter
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            1   read at the meter at the site and be able to determine



            2   a dekatherm value for how much you're using.



            3             And that meter will be accurate kind of on a



            4   realtime basis, whereas right now the company only



            5   requires that the meter call in to the company on a daily



            6   basis to get that read.



            7        Q.   And what's the interval between the usage



            8   and the Pipe Viewer data being available to a customer?



            9        A.   Well, the usage is kind of an ongoing basis,



           10   but, so, the read will come in once a day and it's



           11   usually in the morning right now I believe between 8:30



           12   and 10:30 that that read will be on Pipe Viewer and that



           13   will be for the previous day.



           14             So, you'll have the read for the previous day.



           15   And unfortunately it's right around the time they're



           16   doing nominations, but with the change in nomination



           17   schedule which is coming up, you'll have it prior to that



           18   time period.



           19        Q.   And how much can these additional influences



           20   on the metering -- I'm referring to heat content and



           21   these other influences.  How much can they affect or



           22   do they typically affect?



           23        A.   They don't really affect it.  It's more of just



           24   a conversion from one unit to another.  So, it's a fairly



           25   static conversion.  The heat content's usually the same
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            1   like I said.  So, the real number that's changing is the



            2   actually read from the meter.



            3             I think it's also important to note that a lot



            4   of times, even though they're getting this information



            5   on a daily basis, they're not making any nomination



            6   change based directly on that right now.



            7             COMMISSIONER CLARK:  Thank you.



            8                         EXAMINATION



            9   BY CHAIRMAN LAVAR:



           10        Q.   I have one or two questions.



           11             You may not know the answer to this first one.



           12             Does the typical agent manage customers who



           13   receive service from multiple city gates?



           14        A.   I would say that yes, they do, it's multiple



           15   city gates because most of the transportation customers



           16   are on our general -- the central system, kind of the



           17   Salt Lake City area, and those systems are served by



           18   multiple gate stations.



           19        Q.   Okay.  And I don't think this question has been



           20   answered yet.  If it has, please let me know.



           21             But what would be the difference in impact to



           22   Questar between one customer over nominating and another



           23   customer under nominating at the same time city gate



           24   versus a customer who receives from one city gate over



           25   nominating and a customer that receives service from
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            1   a different city gate under nominating?



            2        A.   Operationally, there would be a big difference



            3   depending on which gate station.  So, some of them, like



            4   I said, in this central area are all managed together,



            5   but if you had one customer, say, down south in



            6   St. George that was under delivering and a customer in



            7   Salt Lake that was over delivering, there would be no way



            8   to net those volumes back and forth between those two



            9   systems.  Both of them would be handled separately



           10   through our no notice and they would make adjustments



           11   at either end either on the south end or to the gate



           12   stations to the north.



           13             But there would be no way to physically



           14   aggregate that gas back and forth between the two.



           15        Q.   Okay.  But at some city gates that can --



           16        A.   Some city gates it could.



           17             CHAIRMAN LAVAR:  Okay.  Thank you.



           18   I don't have anything else.  Ms. Clark?



           19             MS. CLARK:  I have nothing more.



           20             CHAIRMAN LAVAR:  Okay.  Thank you,



           21   Mr. Schwarzenbach.



           22             THE WITNESS:  Thank you.



           23             CHAIRMAN LAVAR:  Mr. Olsen, would you like to



           24   call your first witness now or would you prefer we take



           25   a break now?
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            1             MR. OLSEN:  I'll call Kevin Mangelson now.



            2   I don't anticipate that will take a great deal of time.



            3             CHAIRMAN LAVAR:  Okay.  Mr. Mangelson, do you



            4   swear to tell the truth?



            5             THE WITNESS:  Yes.



            6             CHAIRMAN LAVAR:  Mr. Olsen?



            7                       GAVIN MANGELSON,



            8               having first been duly sworn, was



            9               examined and testified as follows:



           10                      DIRECT EXAMINATION



           11   BY MR. OLSEN:



           12        Q.   Mr. Mangelson, would you state your full name



           13   for the record, please?



           14        A.   Gavin Mangelson.  M-a-n-g-e-l-s-o-n.



           15        Q.   And what is your position with the Office?



           16        A.   I'm the utility analyst.



           17        Q.   Did you prepare or have -- assist in the



           18   preparation of rebuttal testimony in this docket dated



           19   July 31st, 2015?



           20        A.   Yes.



           21        Q.   Do you have any changes or modifications



           22   to that testimony at this time?



           23        A.   No.



           24             MR. OLSEN:  We would ask that it be admitted.



           25             CHAIRMAN LAVAR:  Any objection from any party
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            1   to admitting the rebuttal testimony of Mr. Mangelson?



            2             MS. CLARK:  No.



            3             MS. SCHMID:  No.



            4             CHAIRMAN LAVAR:  It will be admitted.



            5   Thank you.



            6             (Exhibit OCS 2R marked and admitted)



            7   BY MR. OLSEN:



            8        Q.   Do you have any summary you would like to



            9   present?



           10        A.   Yes.  The summary of my testimony is that



           11   previous workgroups and discussions relating to this



           12   issue have not produced a resolution and that these



           13   discussions have been highly contentious.



           14             I conclude, therefore, that a task force would



           15   likely be unsuccessful in determining an equitable rate



           16   agreed upon by the participants.



           17             Furthermore, if the Commission finds that a fee



           18   is warranted or necessary, we would like them to remedy



           19   that inequity in its order rather than allow the inequity



           20   to continue through the duration of the task force



           21   process.



           22        Q.   Does that conclude your summary?



           23        A.   Yes.



           24             MR. OLSEN:  Mr. Mangelson is available for



           25   cross-examination.
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            1             CHAIRMAN LAVAR:  Ms. Clark?



            2             MS. CLARK:  The Company has no



            3   cross-examination for Mr. Mangelson.



            4             CHAIRMAN LAVAR:  And, Ms. Schmid?



            5                      CROSS-EXAMINATION



            6   BY MS. SCHMID:



            7        Q.   Thank you.  I have just a couple.



            8             In your rebuttal testimony, you state that the



            9   Office opposes the Division's recommendation that the



           10   Commission limit its current order to a finding that a



           11   rate for fee is necessary and delegate the determination



           12   of such a fee to a task force.



           13             That's on page four, lines 74 through 77



           14   of your rebuttal.  Did I read that correctly?



           15        A.   I believe so.



           16        Q.   Do you understand that the Division is now



           17   recommending that the Commission issue an order charging



           18   transportation service customers for the 1.7 million



           19   on a flat fee basis?



           20        A.   I do understand that that has been put forth



           21   in Mr. Wheelwright's surrebuttal.



           22             MS. SCHMID:  Thank you.  That's all my



           23   questions.



           24             CHAIRMAN LAVAR:  Nothing else?  Okay.



           25             Mr. Dodge?
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            1             MR. DODGE:  No questions.



            2             CHAIRMAN LAVAR:  Mr. Cook?



            3             MR. COOK:  No questions.



            4             CHAIRMAN LAVAR:  Mr. Williams?



            5             MR. WILLIAMS:  No questions.



            6             CHAIRMAN LAVAR:  Okay.  Thank you.  Oh.



            7   I'm sorry.  Commissioner White?



            8             COMMISSIONER WHITE:  No.



            9             CHAIRMAN LAVAR:  Commissioner Clark?



           10             COMMISSIONER CLARK:  We're the potted plants.



           11   I have no questions.



           12             CHAIRMAN LAVAR:  I have none.  Thank you,



           13   Mr. Mangelson.  Would this be an appropriate time,



           14   Mr. Olsen, for a break?



           15             MR. OLSEN:  It strikes me that it would.



           16   I suspect we'll be more than five minutes.  So, perhaps



           17   it will be a good time.



           18             CHAIRMAN LAVAR:  Okay.  Shall we take a lunch



           19   break until 1:00 p.m.?  Any objection to that?



           20             (No verbal response)



           21             CHAIRMAN LAVAR:  We'll be in recess.



           22   Thank you.



           23             (Lunch recess 12:50 p.m. to 1:01 p.m.)



           24             CHAIRMAN LAVAR:  We are back on the record.



           25   We'll go with Mr. Olsen.
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            1             MR. OLSEN:  Thank you.  The Office would like



            2   to call Jerome Mierzwa.



            3             CHAIRMAN LAVAR:  MR. Mierzwa, do you swear to



            4   tell the truth?



            5             THE WITNESS:  Yes, I do.



            6                       JEROME MIERZWA,



            7               having first been duly sworn, was



            8               examined and testified as follows:



            9                      DIRECT EXAMINATION



           10   BY MR. OLSEN:



           11        Q.   Mr. Mierzwa, would you please state your full



           12   name for the record, please?



           13        A.   My name is Jerome B. Mierzwa.  The last name



           14   is spelled M-i-e-r-z-w-a.



           15        Q.   And for whom are you employed?



           16        A.   I am employed by Exeter Associates, Inc.



           17        Q.   And why are you here today?



           18        A.   To present testimony on behalf of the Office



           19   of Consumer Services.



           20        Q.   Did you prepare or cause to be prepared direct



           21   testimony filed on July 21st, 2015 in this proceeding?



           22        A.   Yes.  That was my amended testimony.



           23        Q.   And did you also prepare or cause to be



           24   prepared surrebuttal testimony filed on August 14th,



           25   2015?
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            1        A.   Yes, I did.



            2        Q.   Do you have any -- the one amendment that came



            3   in officially on the direct testimony, do you have any



            4   further amendment to either of those?



            5        A.   Not that I'm aware of.



            6        Q.   And if I were to ask you all the questions in



            7   those documents, would your answers still be the same?



            8        A.   Yes, they would.



            9             MR. OLSEN:  Your Honor, we would ask that they



           10   be submitted.



           11             CHAIRMAN LAVAR:  Any opposition from anyone?



           12             MS. CLARK:  No.



           13             MS. SCHMID:  None from the Division.



           14             CHAIRMAN LAVAR:  Okay.  They'll be admitted.



           15             (Exhibit OCS 1D and Exhibit OCS 1S



           16   marked and admitted)



           17   BY MR. OLSEN:



           18        Q.   Do you have a summary?



           19        A.   Yes.  I have a summary of my direct testimony.



           20   In my direct testimony filed on behalf of the Office



           21   of Consumer Services as amended on July 21st, 2015,



           22   I described a proposal of Questar Gas Company to assess



           23   transportation customers a charge of 19.064 cents per



           24   dekatherm of daily imbalances between nominated volumes



           25   and usage that exceeds five percent.
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            1             And that indicated I was in general agreement



            2   with the Company's proposal.  I then responded to the



            3   testimony of several intervening parties who also



            4   presented direct testimonies in this proceeding.



            5             In responding to the intervening parties,



            6   I disagreed with a proposal to establish a workshop



            7   process to address the proposed charge.



            8             I also disagree with a number of proposals



            9   to modify the calculation of the charge.  I then noted it



           10   was common for gas utilities to assess balancing charges



           11   and that Questar Gas currently assessed no such charge.



           12             Finally, I noted that an alternative to



           13   assessing a charge on daily imbalances greater than five



           14   percent, the company could adopt a volumetric balancing



           15   charge which I calculated at 3.657 cents per dekatherm.



           16        Q.   Does that conclude your summary?



           17        A.   Yes, it does.



           18             MR. OLSEN:  Mr. Mierzwa is available for



           19   cross-examination.



           20             CHAIRMAN LAVAR:  Okay.  Ms. Clark?



           21             MS. CLARK:  The Company has no cross.



           22             CHAIRMAN LAVAR:  Okay.  Ms. Schmid?



           23             MS. SCHMID:  The Division has no cross.



           24             CHAIRMAN LAVAR:  Okay.  Mr. Dodge?



           25                      CROSS-EXAMINATION
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            1   BY MR. DODGE:



            2        Q.   You'll be surprised to know that



            3   I do.  Mr. Mierzwa, good afternoon and welcome to Utah.



            4        A.   Good afternoon.  Thank you.



            5        Q.   In your testimony, and you don't need to refer



            6   to it specifically.  I think you'll recall.  You



            7   basically said in your view balancing charges and issues



            8   depend upon the specific circumstances of each utility.



            9             Is that a fair statement?



           10        A.   That's a fair assessment.



           11        Q.   Having said that, you will agree, will you not,



           12   that in terms of a proposal to impose a daily balancing



           13   requirement with a penalty or a charge on top of that



           14   is fairly unusual among the utilities you're aware of,



           15   is that a fair statement, as opposed to a balancing



           16   charge on all volumes?



           17        A.   A balancing charge on all volumes is more



           18   common but I wouldn't say it's unusual to assess a daily



           19   charge.  I mean, it's not unique, certainly not unique,



           20   but the monthly balance is more common.



           21        Q.   Of the ones that have been identified in this



           22   docket by you and or the company, the only ones I have



           23   located that have that kind of approach, I'd like to walk



           24   through and see if you are familiar with them.  The first



           25   one is Southwest Gas.
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            1             I see from your resumé, you have testified



            2   in Southwest Gas dockets; is that correct?



            3        A.   I don't think that -- yes.  I think I did.



            4   I don't think it was this century.



            5        Q.   Believe me, I know what you're talking about.



            6             Do you understand that the Southwest Gas tariff



            7   allows a 25 percent imbalance allowance?



            8        A.   I have not looked at the Southwest tariff in



            9   years.



           10        Q.   And would it surprise you -- apparently it did



           11   Mr. Schwarzenbach, but would it surprise you to know that



           12   in Southwest, they allow the agents to indicate -- that



           13   the intolerance is measured at the agent level and the



           14   agent indicates to whom imbalance consequences should be



           15   charged?



           16        A.   I don't know what Southwest does.  It wouldn't



           17   surprise me.



           18        Q.   I'd like to hand you a page from the tariff and



           19   just see if you have any reason to disagree that this is



           20   a provision that Southwest tariff's dealing with.



           21             And I'll represent to you, Mr. Mierzwa,



           22   that this was downloaded from the internet using a site



           23   provided either by you or by the company.  I don't know



           24   exactly who gave that site in a data response.



           25             And I think the Commission can take
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            1   administrative notice of tariffs of other utilities.



            2   I don't think we need to spend a lot of time on it,



            3   but I'd like you to just look at paragraph 6C.  And this



            4   is an incomplete part of the tariff.  I've got more of it



            5   if you want to look at it or the whole thing which is



            6   800-plus pages long electronically if you would.



            7             But 6C indicates -- it deals with nominations,



            8   and then the sentence I'm focused on in the middle there



            9   reads -- and tell me if I read this wrong.



           10             "The customer or Agent must specify, prior to



           11        the flow day, the method to be used by the Utility



           12        for allocating imbalances among individual



           13        customers.  If the allocation method is not



           14        specified prior to the flow day, the Utility will



           15        allocate any imbalances pro rata from the Cycle 1



           16        Nomination."



           17             Did I read that correctly?



           18        A.   Yes, you did.



           19        Q.   Now, if you accept my representation that



           20   this is from the current Southwest tariff, it would



           21   appear that whatever the consequences of the daily



           22   imbalance restriction Southwest imposes is dealt with



           23   at the agent level and the agent indicates what happens



           24   when there are consequences when there are imbalances.



           25             Is that how you would read that?
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            1        A.   That is how I would read that.



            2             MR. DODGE:  Another utility that -- and I guess



            3   I should mark this as cross X UAE 2.  And again, I would



            4   indicate, Mr. Chairman, that although I think you would



            5   take administrative notice, I'll move it be admitted as a



            6   cross X exhibit just for convenience.



            7             CHAIRMAN LAVAR:  Any objection from any party?



            8             (No verbal response)



            9             CHAIRMAN LAVAR:  Okay.  It'll be admitted.



           10             (Cross Examination Exhibit UAE 2 marked and



           11   admitted)



           12   BY MR. DODGE:



           13        Q.   Another utility, and I believe you identified



           14   this one, is Vectren.  You're familiar with a the Vectren



           15   utility?



           16        A.   I'm familiar with the Vectren utilities.  I did



           17   not identify Vectren as having balancing charges.



           18        Q.   Oh.  I apologize.  I think you're right.



           19   I think it was a company.  Vectren's located in Ohio?



           20        A.   Vectren is in Indiana.



           21        Q.   Oh.  Sorry.



           22        A.   There is also a Vectren of Ohio.  There's two



           23   Indiana companies and an Ohio company.



           24        Q.   I'm sorry.  And I should have specified.  This



           25   is Vectren Energy Delivery of Ohio.  And again, I'm going
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            1   to hand you a page.  And again, I have the tariff here or



            2   the entire thing electronically if there's a desire for



            3   it.  But I'm going to hand you just one page from the



            4   Vectren tariff.  And I'll ask that be marked Cross X



            5   UAE 3.  And I'm going to start with --



            6             (Cross Examination Exhibit UAE 3 marked)



            7   BY MR. DODGE:



            8        Q.   Would you accept subject to check that Vectren



            9   imposes a 15 percent daily tolerance requirement and then



           10   cashes out imbalances if they're in excess of that



           11   15 percent on a commodity basis?  Are you familiar with



           12   that, with Vectren of Ohio?



           13        A.   No.  I'm not familiar with -- I did a



           14   management audit of Vectren Ohio something like 2006.



           15   I don't know.  These tariffs, it looked like they were



           16   approved in 2010.  So, I'm not familiar with --



           17        Q.   (Overlapping voices).



           18        A.   That's my estimate.  That's -- maybe a year or



           19   two off.



           20        Q.   If you accept, again subject to check, that



           21   they impose a daily intolerance level like the company



           22   here is proposing and then a consequence on top of



           23   that -- and in this case it's a commodity cashout.



           24             In the applicability provision of this tariff



           25   dealing with nomination balancing, do you agree with me
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            1   that it reads that for purposes of nomination and



            2   balancing provisions, the term transporter shall mean



            3   pool operator and non-pooling transportation customer?



            4        A.   I'm sorry.  Where are you?



            5        Q.   At the very top of this page under



            6   applicability, the second sentence in that.  In other



            7   words, for the balancing and nominating provisions of



            8   Vectren, they define transporter as either the pool



            9   operator or a non-pooling transportation customer.



           10             Do you see what I'm referring to?



           11        A.   I'm sorry.  Top paragraph?



           12        Q.   Yeah.  Did I hand you the right page?



           13   It says applicability at the very top?



           14        A.   No.  I got Daily Balancing Provision.



           15        Q.   Shoot.  I copied the wrong page.  I'm sorry.



           16   That's my fault.  I'm sorry.  I'm going to hand you --



           17   I apologize to the rest of you.  Maybe at a break I can



           18   make copies.  I think I gave Mr. Wheelwright the wrong --



           19   it got sided, this page.  The copy, I have it two sided.



           20             With your indulgence, Mr. Chairman, I'll ask



           21   him a question on it and then provide copies and we can



           22   get them before cross-examination or further examination



           23   if people want to.  But under the applicability at the



           24   top of that page --



           25        A.   I still -- I think I still have the wrong page.
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            1             (Discussion off the record)



            2   BY MR. DODGE:



            3        Q.   Okay.  I'm going to hand you mine.  I'm sorry.



            4   I've really messed this up.  I know I have a couple more



            5   copies of it somewhere.



            6             So, if you'll read the second paragraph under



            7   the applicability sentence paragraph of that tariff.



            8        A.   I've read it.



            9        Q.   If you'd read it out loud, please.



           10        A.   "For the purposes of these nomination and



           11        balancing provisions only, the term transporter



           12        shall mean pool operator and non-pooling



           13        transportation customer."



           14        Q.   Is it your understanding that Vectren of Ohio



           15   allows pools?



           16        A.   This is what the tariff would indicate.



           17        Q.   And that the balancing and nomination



           18   requirements are allowed at the pooling level if you're



           19   a member of the pool?



           20        A.   That's what the tariff says.



           21        Q.   Now, I'm going to get this right eventually.



           22             You testified I believe that another utility,



           23   National Fuel, also has a daily imbalance requirement



           24   for one of its schedules; is that right?



           25        A.   Yes.





                                                                      148

�









            1        Q.   And that's referred to as DTS or daily



            2   transportation service?  Or is that -- I'm sorry.  That's



            3   East Ohio.  Let's get it right.



            4             DMT for daily metered transportation?



            5        A.   Yes, that's right.



            6        Q.   And another option is monthly metered



            7   transportation; right?



            8        A.   Yes, it is.



            9        Q.   And I know you've testified a lot under --



           10   in national Fuel proceedings; is that correct?



           11        A.   Yes, I have.



           12        Q.   So, you're probably more familiar with that



           13   one.  But is it not the case there that if you're a



           14   transportation customer, you can elect a monthly metered



           15   service in which you pay a balancing charge on all



           16   volumes you transport or you can elect a daily



           17   transportation service, DMT, daily metered



           18   transportation, in which you have a two-percent tolerance



           19   on over deliveries?



           20             Above that, it's cashed out on a commodity



           21   level and a zero percent tolerance on under deliveries



           22   and under deliveries are cashed out.



           23             Is that relatively accurate?



           24        A.   Yeah.  Those are the options that National Fuel



           25   provides.
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            1        Q.   And National Fuel does allow pooling; is that



            2   right?



            3        A.   Yes, they do.



            4        Q.   And so, if I'm a member of a pool and my pool



            5   chooses the daily metered transportation recognizing that



            6   that's I think a rare schedule for customers to use with



            7   National Fuel --



            8        A.   I don't think it's rare.



            9        Q.   Is it not rare?  Their Web site, I think



           10   Mr. Higgins -- you read Mr. Higgins' testimony where he



           11   cited on the Web site where it says few customers will



           12   probably choose this option?



           13        A.   The larger customers choose the option.



           14        Q.   The larger?  For those, if they do DMT and they



           15   do it through a pool, they are allowed to have those



           16   imbalance restrictions imposed at the pool level;



           17   correct?



           18        A.   Correct.



           19        Q.   Now, I at least -- I at least was unable to



           20   find any other utility of all the ones you cited to,



           21   that has a daily restriction with a consequence for



           22   failure to -- for exceeding that restriction, period.



           23   Those are the only three I found that had that with



           24   one possible exception of East Ohio Gas.



           25             Are you familiar with East Ohio?
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            1        A.   Yes, I am.  I'm just trying to think if they



            2   changed the name.  No.  It is East Ohio still.



            3        Q.   Is it Dominion East Ohio or what --



            4        A.   It used to be Dominion.



            5        Q.   I think it may be Dominion East Ohio.



            6             And is it consistent with your memory that



            7   Dominion East Ohio or East Ohio Gas has an option rule



            8   service for GTS or DTS, general or daily, one of which



            9   has a charge on all volumes and you choose a tolerance



           10   level, two percent, four perfect, six percent,



           11   eight percent, and the charge is differentiated?



           12             Are you familiar with that?



           13        A.   Yes, I am.



           14        Q.   Or you can choose daily where you're charged



           15   only on all imbalances over five percent.



           16             Are you familiar with the daily --



           17        A.   Yes.



           18        Q.   -- transportation?  So again, I would represent



           19   to you that of all the ones that you've cited to -- and



           20   I'll tell you, I spent hours reading them because these



           21   tariffs are real fun to read.



           22             Of all the ones that you showed us, those are



           23   the only ones I found that use an approach like the



           24   utility's proposing here where they impose a restriction



           25   and then a consequence on top of that.  And everyone of
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            1   them allowed that to be done at the pooling or an agent



            2   level.  Do you have any reason to disagree with that?



            3        A.   Well, I think we also brought up Delaware Power



            4   and Light which provides zero balance -- zero tolerance



            5   and assesses charges.



            6        Q.   Well, that's just a charge on all volumes.



            7        A.   No, it's not.



            8        Q.   It's not a charge on all volumes?



            9        A.   It only charges on imbalance.  They refer to it



           10   as excess --



           11        Q.   All imbalances.  Yes.  I'm sorry.  And in



           12   Delaware, they allow aggregation and pooling; right?



           13        A.   Yes, they do.



           14        Q.   So, it would be a charge on the aggregated



           15   pools imbalance, not on an individual customer?



           16        A.   Yes.  The charge is assessed on the pool.



           17        Q.   So, again, I've not located any utility in the



           18   country that imposes a charge on imbalances greater than



           19   a specified level, any kind of charges, that does not



           20   also allow customers to choose a pool or an agent for



           21   purposes of aggregating those imbalances for calculation



           22   of penalty.  Are you familiar with one that we haven't



           23   talked about?



           24        A.   No, I'm not, but I have not gone and checked



           25   every tariff that I'm aware of or company that I'm aware
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            1   of.



            2        Q.   It's true, is it not, Mr. Mierzwa, that many of



            3   the utilities that you are familiar with and in which in



            4   dockets of which you've testified that deal with charging



            5   transportation customers for balancing services, that in



            6   many of those, the LVC purchases upstream services both



            7   for their transportation customers and for their general



            8   service or their sales customers and then allocates the



            9   costs among them in some manner.



           10             Is that a fair statement?



           11        A.   Some of them do that, yes.



           12        Q.   Isn't that most of them that you've testified



           13   about or that you indicated in your daily request



           14   response?



           15        A.   It's a fair percentage.  It's probably most but



           16   I don't know if it's 50-50, 60-40.  Something like that.



           17        Q.   And isn't true that in most of those cases,



           18   the goal in -- the process in a rate case is to identify



           19   the portion of the upstream services that were purchased



           20   specifically for the transportation customers and



           21   allocate those costs and other costs for the services



           22   that were purchased for sales customers?



           23        A.   Those costs -- those allocations are examined



           24   at purchase cost -- purchase gas cost proceedings.



           25        Q.   Right.  My point is -- well, let me not say
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            1   that.  Isn't it accurate that in cases that you've



            2   testified in on daily balancing charges, your testimony



            3   is typically aimed at identifying those upstream services



            4   that the LDC has specifically contracted for for the



            5   benefit of transportation customers as opposed to other



            6   customers and allocating those costs based on for whom



            7   they were incurred?



            8        A.   That's what I generally testify in balancing



            9   charges, yes.



           10             MR. DODGE:  And consistent with that, I'm going



           11   to hand you one more exhibit that I'll ask to have



           12   marked, if I may approach.



           13             CHAIRMAN LAVAR:  Yes.



           14             (Cross Examination Exhibit UAE 4 marked)



           15   BY MR. DODGE:



           16        Q.   I'll ask to have marked as Cross Examination



           17   Exhibit UAE 4.  And I'll indicate that these are the



           18   cover page and then one page out of the four pieces



           19   of testimony that you provided to us in response to a



           20   daily request, your testimony in various dockets.



           21             And I'll ask you to turn -- and I hope yours



           22   are in the same order mine are in.



           23             The first page of mine is National Fuel,



           24   your direct testimony March 6, 2015; is that correct?



           25        A.   Yes, it is.
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            1        Q.   Okay.  If you'll turn to the back which is



            2   page five of your testimony, I'll read the first answer,



            3   the Q on line two is:



            4             "How does NFGD determine the amount of



            5   interstate pipeline capacity to reserve?



            6             Your answer was:



            7             "NFGD reserves capacity sufficient to meet the



            8        anticipated design day requirements of its PGC sales



            9        customers, Choice transportation customers and the



           10        balancing requirements of Monthly Metered



           11        Transportation, ('MMT') and Daily Metered



           12        Transportation ('DMT') customers."



           13             I'm going to pause there and indicate again,



           14   in this context, National Fuel expressly reserves



           15   upstream capacity in order to provide balancing services



           16   for all those transportation classes; right?



           17        A.   Yes.  And that would be the capacity that the



           18   transportation customers were using for balancing



           19   service.



           20        Q.   Right.  And they wouldn't have purchased them



           21   if they didn't have those balancing requirements.  They



           22   would have purchased less of those services; right?



           23             In other words, they look at the design day



           24   needs of all their customers and contract for that amount



           25   of capacity, not just for the capacity needed for the
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            1   design day of the gas supply customers; correct?



            2        A.   That's correct.



            3        Q.   If you'll turn the page, this is your direct



            4   testimony, again, if it's in the right order, in



            5   Chesapeake Utilities in Delaware, December 15, 2014.



            6             If you'll turn to page eight of that, the top



            7   question on that line six are there aspects of the



            8   company's amended application with which you agree, you



            9   start with:



           10             "A, yes, I agree with Chesapeake's proposal



           11        to release excess upstream pipeline capacity into



           12        the open market."



           13             And then it's the next sentence, two sentences,



           14   that I want to focus on:



           15             "I also agree with the Company's proposal



           16        to assess GS, EGS, MVS, and EMVS transportation



           17        customers a balancing charge.  This is appropriate



           18        because the Company is required to maintain



           19        interstate pipeline capacity to meet the design day



           20        balancing requirements of these customers."



           21             Now, my question is, that distinguishes,



           22   like National Fuel, the one we just looked at -- this is



           23   distinguished from the circumstance here where the



           24   utility has testified it does not reserve any additional



           25   upstream capacity in order to provide balancing services
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            1   for these customers.



            2             In other words, it has testified it would need



            3   the same regardless.  It's just that it's there and being



            4   used.  Do you agree that that's a distinguishing



            5   characteristic between the Chesapeake situation and here?



            6        A.   Yes, it is.  And it's still a service -- if the



            7   company wasn't buying any additional capacity, they would



            8   still be providing some sort of balancing service that



            9   was being used by the transportation customers.



           10        Q.   I understand that's the argument, but I'm



           11   trying to point out your testimony where you supported



           12   balancing charges.  At least all the ones I looked at



           13   all are in the context of identifying a portion of the



           14   upstream services purchased for the benefit of



           15   transportation customers, not where they were all



           16   purchased for the benefit of the GS but there's some gas



           17   service customers but that there's some argument that



           18   they are being used by them, so they ought, in fairness,



           19   allocate them a charge.



           20             You've never testified in a docket like that,



           21   have you, other than this one?



           22        A.   I don't recall.  I've not gone back and looked



           23   at each one but I just don't recall ever doing so.



           24        Q.   I can represent, of the ones you supplied me,



           25   I couldn't find anything like that.  I found these where
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            1   you're directly assigning the costs of services purchased



            2   for transportation as opposed to coming up with a way to,



            3   in fairness, charge someone for using the service



            4   purchased for someone else.  I'll just quickly go through



            5   the last two.  The last two are -- the next one, is it



            6   pronounced UGI?  U-G-I?



            7        A.   UGI.



            8        Q.   UGI Utilities.  And this is in Pennsylvania,



            9   March 1994.  If you'll turn to the testimony on the back,



           10   page 19, you indicate, beginning on line five, this is a



           11   slightly different issue beginning on -- the sentence



           12   that begins on line five:



           13             "UGI's larger interstate pipeline suppliers,



           14        specifically Texas Eastern Transmission and



           15        Transcontinental Gas Pipe Line, permit positive



           16        and negative daily imbalance tolerances of



           17        10 percent for basic transcription service.



           18             "Therefore, positive daily imbalance tolerances



           19        on the UGI system should be limited to 10 percent,



           20        and a penalty assessed for positive imbalances



           21        which exceed 10 percent.



           22             "This would result in the imposition of the



           23        same balancing requirements on UGI's transportation



           24        customers as is placed on UGI by its interstate



           25        pipeline suppliers."
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            1             Did I read that correctly?



            2        A.   Yes, you did.



            3        Q.   Now, in that context, because the upstream



            4   pipeline imposed a ten percent tolerance, you suggested



            5   that the charges should be imposed on the balances



            6   in excess of ten percent; correct?



            7        A.   Yeah.  This testimony was 1994.  It was 20



            8   years ago, but I think in this situation, I don't believe



            9   the utility was assessed any charges from the interstate



           10   pipeline for any, you know, once you exceed the



           11   imbalance.  And this -- and no-notice service kicks in



           12   right away on Questar.  I don't believe that it was the



           13   case for UGI.



           14        Q.   They may not have had no notice is what you're



           15   saying?



           16        A.   No.  I'm saying there was no charge for --



           17   the utility didn't start incurring charges at --



           18   imbalance for one dekatherm.



           19        Q.   Well, and nor do they on Questar Pipeline if



           20   you're transportation customers.  There's a five percent



           21   intolerance; right?



           22        A.   If you're a direct customer.



           23        Q.   Yes.  So, wouldn't that be consistent with your



           24   testimony in '94 -- and the principles stay the same even



           25   though it's many years ago, that because Questar Pipeline
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            1   allows a five percent tolerance, the penalties ought to



            2   be imposed only for imbalances in excess of that.



            3        A.   Well, again, this is 20 years ago, and I don't



            4   think the utility incurred any charges which is different



            5   than here.



            6        Q.   Nor do they here for transportation customers.



            7   They buy that, all of the no notice for sales customers.



            8        A.   No.  But the utility is assessed a charge



            9   if the transportation customer's out of balance.



           10        Q.   Not if it's the first five percent if it's on



           11   an individual customer basis.



           12        A.   No.  I'm talking about the utility being



           13   assessed the charge.



           14             MS. CLARK:  I'm going to object to the



           15   underlying supposition to the question because I think



           16   it mischaracterizations testimony given earlier today.



           17   BY MR. DODGE:



           18        Q.   Okay.  I'll move on.  The next page is your



           19   testimony in 2010, Equitable Gas Company, also



           20   Pennsylvania; right?  And again, on the question



           21   on line 15, page five was:



           22             "Does Equitable reserve pipeline capacity



           23        to meet the requirements of all of its customers?"



           24             You're your answer was:



           25             "No.  Equitable reserves sufficient capacity
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            1        to meet the design peak day requirements of its



            2        PGC sales customers and small transportation



            3        customers participating in the Company's



            4        customer choice program."



            5             That's where customers can then be



            6   transportation customers in a pool; correct?



            7   Customer choice.  They get to choose their supplier?



            8        A.   A customer choice program is a program where



            9   residential customers become transportation customers.



           10        Q.   That's what I mean.  That's what I was trying



           11   to say.  They get to join the pool and choose their



           12   supplier; right?



           13        A.   They don't join a pool.  They select a



           14   supplier.  The supplier is the pooling agent.



           15        Q.   Right.  Yeah.  It is a pool; right?



           16             The customer --



           17        A.   The customer doesn't select the pool.



           18   The customer selects the supplier.



           19        Q.   They select the supplier and the supplier



           20   is the pool?



           21        A.   Right.



           22        Q.   And then it goes on:



           23             "Larger transportation customers are generally



           24        responsible for securing their own capacity;



           25        however, Equitable does reserve capacity to meet
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            1        the balancing and standby service requirements



            2        of larger transportation customers."



            3             So, you go on to say, even though they're



            4   responsible for their own transportation which is the



            5   same situation in Utah, that they should be assigned some



            6   charges because Equitable reserves capacity specifically



            7   to meet their needs in terms of standby imbalancing.



            8             Again, the question I'm asking is, you



            9   acknowledge, do you not, that those circumstances are



           10   different than here where the company has testified



           11   it would reserve the exact same amount of no notice,



           12   storage, and transportation capacity for its sales



           13   customers even if they had not one transportation



           14   customers?



           15        A.   Yes.  The circumstances are different.



           16   Questar does not reserve capacity for transportation



           17   customers.



           18        Q.   So, maybe a different analysis on the fairness



           19   of a rate ought to be employed, don't you think, than



           20   what you might do in the typical cost allocation?



           21        A.   Well, I've not assigned a specific package of



           22   capacity to transportation customers in this proceeding.



           23        Q.   And then lastly, Mr. Mierzwa, on lines 69 and



           24   70 of your surrebuttal, and you can turn there if you'd



           25   like.  I said that -- actually, I'm going to ask one
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            1   question before that and if I've already asked it and



            2   you've answered it, feel free to tell me because



            3   I honestly don't remember.



            4             Of the utilities you are familiar with that



            5   assess some kind of a balancing charge to transportation



            6   customers, is it a fair statement that virtually all of



            7   them allow pooling for nomination, balancing, and other



            8   purposes?



            9        A.   Yes.  Most of them allow pooling.



           10        Q.   Okay.  Now, back to the question I was going



           11   to ask.  Are you advocating in lines 69 and 70 that the



           12   commission impose a charge now even if it may be too high



           13   to make up for what you think is the failure to charge



           14   in the past, failure to charge for these services



           15   in the past?



           16        A.   That would not be unreasonable.



           17        Q.   Do you in states you've testified in not have a



           18   concept of retroactive ratemaking?



           19        A.   It's not retroactive ratemaking.  The charges



           20   would not be assessed on past usage which is what



           21   retroactive ratemaking entails.  Retroactive ratemaking



           22   is not based on future activity.



           23        Q.   I'm not going to get into a legal argument



           24   with you because you're not a lawyer; right?



           25        A.   No, I'm not.
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            1        Q.   And you're probably not familiar with law,



            2   but is it your position that retroactive ratemaking only



            3   applies, your understanding, when you charge for



            4   future -- for past uses without charging it into the



            5   future?  I mean, I'm trying to understand what you're



            6   saying.  If someone says, gosh, we should have charged



            7   you a hundred dollars more last year, so we're going



            8   to charge it on your future dekatherms, to you,



            9   is that not retroactive ratemaking?



           10        A.   Not if the FERC level which is where they dealt



           11   with retroactive ratemaking was dealt with at FERC for



           12   take or pay and where before Order 636 companies did not



           13   purchase the gas from the suppliers that they had



           14   promised to purchase and incurred minimum bill charges



           15   and companies were trying to assess utilities based on



           16   their failure to buy gas from the pipeline which would



           17   have been considered retroactive ratemaking charges where



           18   the take-or-pay charges were then collected in the future



           19   from those customers but not based on past usage but



           20   current usage.



           21        Q.   But without debating the point, is it fair to



           22   say, you're not familiar with whether the state of Utah



           23   may have -- the Supreme Court of Utah or this Commission



           24   may have a retroactive ratemaking prohibition that may



           25   differ from that?  You wouldn't know; I take it?
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            1        A.   I would not know.



            2             MR. DODGE:  Thank you.  I have no further



            3   questions.



            4             CHAIRMAN LAVAR:  Mr. Cook?



            5             MR. COOK:  No questions.



            6             CHAIRMAN LAVAR:  Mr. Williams?



            7             MR. WILLIAMS:  No questions.



            8             CHAIRMAN LAVAR:  Mr. Olsen?



            9             MR. OLSEN:  We have nothing further.



           10             CHAIRMAN LAVAR:  Nothing further?  Okay.



           11             Commissioner White?



           12             COMMISSIONER WHITE:  No.



           13             CHAIRMAN LAVAR:  Commissioner Clark?



           14             COMMISSIONER CLARK:  No questions.



           15                         EXAMINATION



           16   BY CHAIRMAN LAVAR:



           17        Q.   I have one.  I think this is a different



           18   question than Mr. Dodge was just asking.



           19             Looking at that same section of your



           20   surrebuttal, is it your testimony that the rate proposed



           21   in this docket would compensate for previous years of



           22   inequitable recovery?



           23        A.   No, I'm not.



           24             CHAIRMAN LAVAR:  Okay.  Thank you.



           25             Anything else, Mr. Olsen?
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            1             MR. OLSEN:  We have no further witnesses,



            2   Your Honor.



            3             CHAIRMAN LAVAR:  Okay.  Ms. Schmid?



            4             MS. SCHMID:  The Division would like to call



            5   its witness, Mr. Douglas Wheelwright.



            6             Could he please be sworn?



            7             MR. DODGE:  Mr. Chairman, if I failed to,



            8   I should move the admission of those cross-examination



            9   exhibits.  I think I did the first one.  I may have



           10   forgotten the next two.



           11             CHAIRMAN LAVAR:  Yes.  Well, I'm not sure we



           12   have in our possession number three.



           13             MR. DODGE:  Oh.  I can get that for you.



           14             CHAIRMAN LAVAR:  Okay.  But did you want to



           15   move for number four?



           16             MR. DODGE:  Yes.  I'd move for number four.



           17             CHAIRMAN LAVAR:  Any objections?



           18             MS. SCHMID:  None.



           19             MS. CLARK:  No objection.



           20             CHAIRMAN LAVAR:  Okay.  It's entered.



           21   Thank you.



           22             (Cross Examination Exhibit UAE 4 admitted)



           23             CHAIRMAN LAVAR:  Mr. Wheelwright, do you swear



           24   to tell the truth?



           25             THE WITNESS:  Yes, I do.
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            1             CHAIRMAN LAVAR:  Thank you.



            2                   DOUGLAS D. WHEELWRIGHT,



            3               having first been duly sworn, was



            4               examined and testified as follows:



            5                      DIRECT EXAMINATION



            6   BY MS. SCHMID:



            7        Q.   Good afternoon.



            8        A.   Good afternoon.



            9        Q.   Could you please state your full name,



           10   employer, title, and business address for the record?



           11        A.   Yes.  My name is Douglas D. Wheelwright.



           12   I'm employed by the Division of Public Utilities as a



           13   technical consultant.  My business address is 160 East



           14   300 South here in Salt Lake City.



           15        Q.   On behalf of the Division in connection with



           16   your employment, have you participated in this docket?



           17        A.   Yes, I have.



           18        Q.   Could you please briefly describe your



           19   participation?



           20        A.   I've reviewed the information as filed by the



           21   Company and the testimony of the intervening parties.



           22        Q.   Did you also prepare or cause to be prepared



           23   under your direction which has been premarked as



           24   DPU Exhibit 1.0D the prefiled -- your direct prefiled



           25   testimony?  And that was filed on July 2nd, 2015;
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            1             And also your surrebuttal testimony marked for



            2   identification as DPU Exhibit 1.0SR and that was filed



            3   on August 14th, 2015?



            4        A.   Yes, I did.



            5        Q.   Do you have any changes or directions



            6   corrections?



            7        A.   No, I don't.



            8        Q.   If I were to ask you the same questions as are



            9   in your testimonies today, would your answers be the



           10   same?



           11        A.   Yes, they would.



           12        Q.   Do you have a summary to present?



           13        A.   Yes, I do.



           14             MS. SCHMID:  But before we go to there, I'd



           15   like to move for the admission of DPU Exhibit 1.0D and



           16   DPU Exhibit 1.0SR and any exhibits attached thereto.



           17             CHAIRMAN LAVAR:  Any objection from any party?



           18             (No verbal response)



           19             CHAIRMAN LAVAR:  They're admitted.



           20   Thank you.



           21             (DPU Exhibit 1.0D and DPU Exhibit 1.0SR



           22   marked and admitted)



           23   BY MS. SCHMID:



           24        Q.   Please proceed.



           25        A.   Good afternoon, commissioners.
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            1             In the company's filing, there are two main



            2   objectives to consider in this docket.  First, the



            3   Company is seeking to assign costs to transportation



            4   customers for the supplier non-gas services that are used



            5   on the Questar Gas system.



            6             Second, the Company would like to improve the



            7   nomination process so the gas nominations for each



            8   customer are more closely aligned with the actual usage.



            9             Issues surrounding the proper the nomination of



           10   natural gas by transportation customers and their agents



           11   has been a concern in previous dockets and continues



           12   to be a concern to the Company.



           13             There are approximately 300 customers that have



           14   chosen to contract for transportation services.  While



           15   the number of transportation customers is relatively



           16   small, the volume of gas used by these customers



           17   represents approximately 25 percent of the total annual



           18   volume on the Questar Gas system with volumes heavily



           19   weighted toward the larger customers.



           20             Small customers in this class have an annual



           21   usage as low as 2500 dekatherms per year, while the



           22   largest customer uses 6.6 million dekatherms per year.



           23             The ten largest customers account for



           24   approximately 58 percent of the total volume and the



           25   largest 40 customers represent approximately 80 percent
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            1   of the transportation volume.



            2             The remaining 260 customers in this class



            3   represent only 20 percent of the total volume.



            4             The Company is asking for Commission approval



            5   to allocate approximately $1.7 million in SNG costs to



            6   the customers using transportation services.  The 1.7



            7   million does not appear to be excessive given the large



            8   volume of gas that transportation customers bring to the



            9   Questar system and the use of these balancing services.



           10             If Commission finds that the allocation of



           11   these costs to transportation customers is appropriate,



           12   the next question is whether to collect this charge



           13   through a flat volumetric rate on all transportation



           14   customers or through the allocation process proposed



           15   by the Company.  Both options will collect the same



           16   amount but the impact to individual customers is



           17   quite different.



           18             Large volume customers will be allocated a



           19   greater portion of the charge under the flat volumetric



           20   rate while smaller customers will be allocated a greater



           21   portion of the charge under the Company's proposed



           22   calculation.



           23             The second stated goal is to approve the



           24   accuracy of the nomination process.  The nomination



           25   process requires each customer or each customer's agent
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            1   to estimate and schedule the amount of gas to be needed



            2   in advance of the actual burn day.



            3             Realtime factors such as weather conditions



            4   or manufacturing changes can impact the accuracy of the



            5   forecast requirement.  While the nominations are



            6   estimated in advance, the actual measurement of the



            7   volume used or the gas measured at the meter is not



            8   available from the Company until at least one day



            9   after the gas has already been used.



           10             This process of bringing gas to the Questar Gas



           11   system based on estimated usage will always have some



           12   degree of error and will require some degree of



           13   allowance.  Based on the Division's review of the



           14   historical nomination and usage information, it is



           15   apparent that in many instances the daily nominations



           16   do not match the actual usage amounts on an individual



           17   customer basis.



           18             In many cases, marketing companies appear to be



           19   entering nominations at the marketing company level or



           20   adjusting the nominations for one customer in order to



           21   balance the nominations and usage for multiple customers.



           22             One possible remedy to improve the nomination



           23   process would be to better utilize the provisions already



           24   included in the company's tariff.



           25             Section 5.09 of the company's tariff currently
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            1   identifies a plus or minus five percent as the daily



            2   imbalance tolerance window for each customer nomination.



            3             If nominations are outside the allowed



            4   tolerance, the existing tariff allows the Company to



            5   impose restrictions.  These restrictions may be applied



            6   on a system-wide basis, a nominating-party by



            7   nominating-party basis, a customer-by-customer basis,



            8   or on a geographic area basis.



            9             It is the Division's recommendation that the



           10   existing tariff could be better utilized to identify



           11   and possibly restrict individual customers or marketing



           12   companies that may not be in compliance with the allowed



           13   tolerance limits.



           14             With the current marketing price -- the current



           15   market price of natural gas, there will continue to be



           16   an economic incentive for customers to utilize



           17   transportation services.



           18             Given the diverse nature and the increase



           19   in the number of the customers using transportation



           20   services, the Division would support the creation of a



           21   task force or a working group to review and further



           22   refine the supplier non-gas costs that would be assigned



           23   to this class and to address other issues relating to



           24   transportation customers.



           25             While a working group may not come to a
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            1   consensus opinion all the issues, it would be helpful



            2   to continue the dialogue on ways to improve the



            3   nomination process and possibly find mutually beneficial



            4   solutions to these ongoing issues.



            5             At the conclusion of the working group, a



            6   summary report will be provided to the Commission and



            7   other parties would be allowed to provide comments.



            8             In summary, the Division agrees with the



            9   Company that transportation customers should pay for the



           10   services that are being used.



           11             The calculated $1.7 million does not appear



           12   to be excessive and will be credited to sales customers



           13   through the 191 account.



           14             The primary question remaining is the best way



           15   to allocate the charge either through a flat volumetric



           16   rate or through the calculation proposed by the Company.



           17             With a flat rate, the Company will collect a



           18   fee for these services and will be required to provide



           19   balancing service for all transportation customers.



           20             The Company-proposed rate will allow individual



           21   customers and marketing companies to be more responsive



           22   to the nomination process and could encourage customers



           23   to balance the usage and nominations on a daily basis



           24   in order to minimize the out-of-balance charges.



           25             It is unclear how many customers will try to
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            1   improve their nominations and how many customers will



            2   choose to pay the out-of-balance charges and continue



            3   to nominate as they have in the past.



            4             As I stated before, the Division recommendation



            5   is that the existing tariff would be better utilized and



            6   identify possible restrictions on an individual customer



            7   or a marketing company basis.



            8             And that concludes my summary.



            9        Q.   Mr. Wheelwright, were you present in the



           10   hearing room when Chair Lavar denied the motion to strike



           11   the surrebuttal testimony of Michael McGarvey but



           12   indicated that the Office and the Division would be



           13   allowed to address that surrebuttal testimony?



           14        A.   Yes, I was here.



           15        Q.   Do you have any statements to make on that



           16   testimony?



           17        A.   No.



           18             MS. SCHMID:  Thank you.  Mr. Wheelwright is now



           19   available for cross-examination and questions from the



           20   Commission.



           21             CHAIRMAN LAVAR:  Ms. Clark?



           22             MS. CLARK:  The Company has no questions for



           23   Mr. Wheelwright.



           24             CHAIRMAN LAVAR:  Mr. Olsen?



           25                      CROSS-EXAMINATION
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            1   BY MR. OLSEN:



            2        Q.   We just have one.  I thought I'd clarify



            3   if I can, Mr. Wheelwright.  It appears on earlier



            4   cross-examination that the statement was made that



            5   you were no longer supporting -- and maybe I understood



            6   misunderstood this, that you were no longer supporting



            7   the workgroup.  Perhaps I misunderstood that.



            8             Is it your testimony that you are --



            9        A.   I think a workgroup would be beneficial to all



           10   parties.



           11             MR. OLSEN:  Okay.  Thank you.  I must have



           12   misunderstood.  Thank you.



           13             CHAIRMAN LAVAR:  Anything else, Mr. Olsen?



           14             MR. OLSEN:  No.



           15             CHAIRMAN LAVAR:  Mr. Dodge?



           16                      CROSS-EXAMINATION



           17   BY MR. DODGE:



           18        Q.   Thank you, Mr. Chairman.



           19             Mr. Wheelwright, good afternoon.



           20        A.   Good afternoon.



           21        Q.   Just a couple of quick questions.



           22             The Division has not done an analysis to



           23   determine what it believes would be a reasonable revenue



           24   requirement that should be imposed upon transportation



           25   customers for the use of these services; correct?
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            1             You've said in your rebuttal, your surrebuttal,



            2   you said you don't think the 1.7 is necessarily



            3   unreasonable.  You've not done an analysis to say



            4   what would be reasonable; have you?



            5        A.   No.  We've not done our own independent



            6   analysis.  We relied on information provided by the



            7   Company.



            8        Q.   And then secondly, you raised in your



            9   testimony, I think Mr. Mendenhall this morning referenced



           10   it, the fact that by stipulation there is a six cent per



           11   dekatherm charge imposed on the municipal transportation



           12   rate for balancing services; is that right?



           13        A.   That's correct.



           14        Q.   And if you'd like to, that's on page four of



           15   your surrebuttal where you talk about that.  You quote



           16   from the stipulation that approved the adoption of that



           17   rate.  It's a fair statement, is it not, that, A, in the



           18   stipulation itself it says there's no agreement on



           19   whether that's a cost-based rate?



           20        A.   Yes, that's correct.



           21        Q.   So, reliance upon that in this docket would be



           22   reliance upon something that's never been found to be



           23   cost based?



           24        A.   Right.



           25             MS. SCHMID:  Objection to the extent it
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            1   calls for a legal conclusion.



            2   BY MR. DODGE:



            3        Q.   Well, yeah.  Without trying to call for a



            4   legal conclusion.  I'm not saying legally.



            5             Do you think it would be reasonable to base a



            6   decision about what is an appropriate cost-based rate



            7   on a stipulation that by it's own terms there's no



            8   agreement that it's cost based without first analyzing



            9   the cost-based nature of the other charge?



           10        A.   I think it's pretty clear that in that



           11   stipulation they said it's not cost based.  That's



           12   what the stipulation says.



           13        Q.   And then lastly, and again, if you want to



           14   refer to it, it says in the stipulation that it is



           15   intended to compensate for no notice and storage service;



           16   right?  It says nothing about transportation.



           17        A.   Can you point me to where you're referring to?



           18        Q.   Yeah.  In the stipulation.  Let me find it.



           19   I'm sorry.  In your surrebuttal on page four.  I don't



           20   think you have lines on it.  The stipulation says --



           21   you've italicized and bolded:



           22             "QGC believes that this charge will recoup its



           23        estimate of the MT customer's share of the company's



           24        no-notice service and a portion of storage services



           25        they believed are used to balance the daily
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            1        variation and loads between the forecasted usage



            2        of MT customers and their actual usage."



            3             Nowhere in there is there a reference to



            4   transportation; is there?



            5        A.   No.



            6        Q.   And if, in fact, in this docket what the



            7   company has said is to recoup just the no notice and



            8   storage cost, it would drop that revenue requirement



            9   as we showed on this exhibit down to about half of that



           10   amount if the transportation component were left out



           11   as it apparently was in the MT stipulation?



           12        A.   Well, I think you're trying to mix two things



           13   because we're not trying -- this stipulation says it's



           14   not cost based.  And you're trying to equate this with a



           15   cost-based calculation.



           16        Q.   Actually, I was trying to reference the



           17   company's own statement as to what the six cents was



           18   intended to do in that docket.  And the quote that you



           19   included in your testimony suggest that Questar itself



           20   said the goal was to recoup no notice and storage.



           21             It said nothing about transportation; correct?



           22        A.   It didn't say anything about transportation.



           23   That's true.



           24             MR. DODGE:  Thank you.  No further questions.



           25             CHAIRMAN LAVAR:  Thank you.  Mr. Cook?
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            1             MR. COOK:  No questions.



            2             CHAIRMAN LAVAR:  Mr. Williams?



            3                      CROSS-EXAMINATION



            4   BY MR. WILLIAMS:



            5        Q.   Yeah.  I have two questions and some



            6   clarifications here.  You say in your summary here today



            7   that the current market price of gas is an incentive



            8   for customers to become transportation customers.



            9             Could you elaborate on that, what you meant



           10   by that?



           11        A.   All I was meaning by that is the current market



           12   price for gas is lower than the cost of service gas



           13   produced by Wexpro.



           14        Q.   All right.  And then, secondly, you also



           15   in your summary today, you alluded to I believe existing



           16   tariff, I call them tools, be utilized to better



           17   incentivize a more accurate nomination.



           18             Again, can you elaborate what those would be?



           19        A.   Well, one of the provisions in the tariff



           20   allows the company to place an individual customer



           21   or a marketing company on restriction.



           22             The company provided information that shows



           23   that several customers -- I think it's been testified to



           24   today that 80 percent of the customers have been out of



           25   balance at any point in time, 80 percent of the
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            1   nominations.



            2             I would envision the company could look



            3   at the information that's been provided, identify those



            4   customers or those marketing companies that have the



            5   greatest degree of imbalance and put those customers on



            6   restriction.  And if they are on restriction, they're not



            7   allowed to go outside that five percent tolerance.



            8             MR. WILLIAMS:  That's all.  Thank you.



            9             CHAIRMAN LAVAR:  Any redirect?



           10             MS. SCHMID:  No redirect.



           11             CHAIRMAN LAVAR:  Okay.  Commissioner White?



           12             COMMISSIONER WHITE:  No questions.



           13             CHAIRMAN LAVAR:  Commissioner Clark?



           14                         EXAMINATION



           15   BY COMMISSIONER CLARK:



           16        Q.   Mr. Wheelwright, I believe you were here this



           17   morning?



           18        A.   Yes.



           19        Q.   And you then heard some references to meetings



           20   between the utility and customers I think in early 2014



           21   or maybe the first half of 2014 --



           22        A.   Yes.



           23        Q.   -- addressing generally at least the issues



           24   that are presented in this docket.  And I'm just



           25   wondering if you participated in any of those meetings.
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            1        A.   I did participate in all of those meetings.



            2        Q.   Is there anything in those meetings that gives



            3   you hope that additional workgroup activity would be



            4   productive?



            5        A.   Yes.  I think additional workgroups would be



            6   productive.  One of the things that has been brought out



            7   is the increase in the number of transportation customers



            8   over the years.  Originally there were a handful of very



            9   large customers using transportation services.



           10             That has now changed.  We have 300 customers



           11   using the service with a varying degree of



           12   sophistication.  Some use -- some high-volume customers



           13   will monitor very closely.  Others will not.



           14             I think the makeup of these customers has



           15   changed and I think a good dialogue with all the parties



           16   would be helpful.



           17             COMMISSIONER CLARK:  Thank you.



           18             CHAIRMAN LAVAR:  Thank you, Mr. Wheelwright.



           19             THE WITNESS:  Thank you.



           20             CHAIRMAN LAVAR:  Anything else, Ms. Schmid?



           21             MS. SCHMID:  Nothing further from the Division.



           22             CHAIRMAN LAVAR:  I'll ask Mr. Dodge, Mr. Cook,



           23   and Mr. Williams, do the three of you have a consensus



           24   for order of remaining witness?



           25             MR. DODGE:  We do.  I think we were going to
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            1   start with Mr. McGarvey with Summit and then we will go



            2   to Mr. Medura from CIMA.  And after that, we have Jeff



            3   Fishman and Kevin Higgins.  But at about 4:15, I'd like



            4   to do Mr. Swenson, however that fits into that order.



            5             CHAIRMAN LAVAR:  Okay.  We'll go forward that



            6   way.  Mr. Williams?



            7             MR. WILLIAMS:  I'd like to call Mr. McGarvey.



            8             CHAIRMAN LAVAR:  Mr. McGarvey, do you swear



            9   to tell the truth?



           10             THE WITNESS:  I do.



           11             CHAIRMAN LAVAR:  Thank you.



           12                     MICHAEL R. MCGARVEY,



           13               having first been duly sworn, was



           14               examined and testified as follows:



           15                      DIRECT EXAMINATION



           16   BY MR. WILLIAMS:



           17        Q.   Mr. McGarvey, can you please identify yourself



           18   and spell your last name?



           19        A.   My name is Michael Ryan McGarvey,



           20   M-c-G-a-r-v-e-y.



           21        Q.   Thank you.  And are you hear in a



           22   representative capacity?



           23        A.   I am.  I'm here representing Summit Energy.



           24        Q.   And what is the address for Summit Energy?



           25        A.   90 South Fourth West in Salt Lake City, Utah.
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            1        Q.   Thank you.  And what is your position there?



            2        A.   My position is to contest Questar Gas's



            3   proposal.



            4        Q.   No.  As far as your job.



            5        A.   Oh.  My job.  I am the director of natural gas



            6   trading and marketing for Summit Energy.



            7        Q.   All right.  Thank you.



            8             Directing your attention to the direct



            9   testimony and the surrebuttal testimony that was filed



           10   on your behalf, are you familiar with those?



           11        A.   I am.



           12        Q.   Were you instrumental in the preparation?



           13   Were they prepared by you or under your direction?



           14        A.   Yes.



           15        Q.   And if you were asked the same questions that



           16   are contained in those documents today, would the answers



           17   still be the same?



           18        A.   Yes.



           19             MR. WILLIAMS:  I propose that the direct



           20   testimony, surrebuttal testimony of Mike McGarvey



           21   be admitted.



           22             CHAIRMAN LAVAR:  Any objections from any party?



           23             MS. SCHMID:  None from the Division.



           24             MR. OLSEN:  No objections subject to our



           25   original --
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            1             CHAIRMAN LAVAR:  To your previous motion.



            2             MR. OLSEN:  -- motions.



            3             CHAIRMAN LAVAR:  Certainly.



            4             MS. CLARK:  No objection from the Company.



            5             CHAIRMAN LAVAR:  They'll be admitted.



            6   Thank you.



            7             (Exhibit SE 1 and Exhibit SE 2 marked and



            8   admitted)



            9   BY MR. WILLIAMS:



           10        Q.   Can you briefly summarize the testimony that's



           11   contained in those documents?



           12        A.   Yes.  My direct testimony responds to Questar



           13   Gas's two reasons for supporting this docket.  The first



           14   to assign costs to transportation customers for the



           15   services they use, and second, to incentivize



           16   transportation customers to more closely match their



           17   nominations with their usage.



           18             The methodology provided by Questar Gas to



           19   develop the revenue requirement for the services used



           20   by transportation customers is inaccurate.



           21             By revenue requirement, I mean actually actual



           22   additional transportation used, no-notice transportation



           23   used with fuel used and storage used that Questar Gas



           24   provides outside of what is used daily for their sales



           25   customers to mitigate the supply activity of the
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            1   transportation customers.



            2             Instead of identifying the actual service



            3   components used, Questar Gas has opted to use a formulaic



            4   method based upon imbalances that does not accurately



            5   represent the actual asset usage the TS customers are



            6   using during Questar Gas's test period.



            7             Instead, Questar Gas's method takes the netted



            8   imbalance each day during the test period they've



            9   designed, applies a tolerance, then assumes a



           10   theoretically used upstream component cost structure



           11   for the remainder.  The example I provided in my direct



           12   testimony makes this difference clear.



           13             On days when Questar Gas is providing supply



           14   to its sales customers in part or entirely from storage



           15   and while supply to the transportation service customers



           16   is in excess of their usage, Questar Gas believes that



           17   the excess supply is then received and transported and



           18   injected into storage.  The cost structure reflects that.



           19             During the technical conference for this docket



           20   in this example, Questar Gas would not transport --



           21   Questar Gas admitted to not transporting this excess



           22   supply for the transportation service customers and



           23   instead absorbed it and just withdrew less from their



           24   own storage accounts.



           25             It's important to note that the transportation
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            1   customers are not opposed to paying back the cost of



            2   services they incurred just as long as those costs



            3   reflect the actual costs.



            4             Every cycle of every day, each dekatherm is



            5   accounted for in flow reports provided by pipelines and



            6   storage facilities.  The actual cost of services Questar



            7   Gas is seeking to have its transportation customers repay



            8   is not an approximation.  It's an exact value that can be



            9   found by auditing the actual activity Questar Gas has had



           10   to perform each day during their test period.



           11             I ask the Commission to reject the methodology



           12   proposed by Questar Gas because they have chosen to use



           13   a theoretical cost structure of assets used to develop



           14   the revenue requirement instead of the actual costs.



           15             I believe that using the actual asset usage



           16   to derive the requirement would align with their stated



           17   reason for supporting the docket: to assign costs to the



           18   transportation customers for the services they use.



           19             My direct testimony then identifies reasoning



           20   why the method with which Questar Gas seeks to apply



           21   daily imbalance penalties to recover these costs incurred



           22   by the transportation customers are flawed.



           23             Their method would apply penalties on both



           24   sides both over and under the defined tolerance.



           25             My direct testimony provides an example where
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            1   when transportation customers positive and negative



            2   outside of tolerance within a penalty realm.  Each would



            3   be penalized when the actual event, the net impact to the



            4   utility would be within tolerance.



            5             The concern is that there is no netting



            6   provision provided by Questar Gas in the application



            7   of daily penalties.  The customers would have exposure to



            8   penalties when their activity may in fact be benefiting



            9   the overall position on a systemic level.  If the



           10   opposite were true, the application of these penalties



           11   could be distributed on a pro rata basis.



           12             And my last point has to do with Questar Gas's



           13   second stated reason for support of the docket is to



           14   incentivize transportation customers to more closely



           15   match their nominations with usage.



           16             Questar Gas already has the ability by imposing



           17   OFO restrictions.  Historically, Questar Gas has only



           18   imposed these restrictions on a system-wide basis when



           19   in fact their tariff clearly allows for them to do it



           20   on a supplier-by-supplier level, geographically, and



           21   on a customer-by-customer basis.



           22             As Questar becomes aware of poor nomination



           23   practices, it is entirely within their ability to take



           24   measures to correct it.



           25             My testimony identifies Questar Gas's ability
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            1   to provide themselves with greater transparency by



            2   aggregating the transportation customers by suppliers



            3   so that Questar Gas can better determine which supplier



            4   is under performing and which are not.



            5             Most if not all transportation customers



            6   themselves do not procure, nominate or balance their own



            7   supply.  Their suppliers do.



            8             It would behoove Questar Gas to aggregate to



            9   the 13 suppliers the netted imbalance for the calculation



           10   and impose imbalance penalties instead of at the level



           11   of 300 or more individual customers.



           12             The method would provide Questar Gas the



           13   transparency necessary to identify areas of severe



           14   imbalance by exposing the net supply provided to the net



           15   customer base instead of at the individual customer level



           16   where such pairing can be difficult to determine.



           17             Questar Gas could then impose OFO restrictions



           18   selectively at a problem area to remedy their imbalance



           19   issues instead of systemically.



           20             It is thought that OFO restrictions do not come



           21   with penalties, with severe enough penalties to incent



           22   better nomination practices because they can simply be



           23   traded away when in fact OFO restrictions do come with



           24   penalties and can only be traded away when imbalanced



           25   positions that are opposite exist.
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            1             This is not always the case.



            2             To be clear, positive imbalances are traded



            3   with counterparties having opposite negative balances in



            4   an effort to true-up to the net impact to Questar Gas.



            5             There are also added benefits of aggregation



            6   during periods of curtailment.  When time is of the



            7   essence, participants controlling supply must act very



            8   quickly to replace and redirect supplies to maintain



            9   system integrity and service.



           10             Aggregation allows Questar Gas to quickly



           11   identify which transportation suppliers are deficient



           12   in providing supply to their combined customer base.



           13             Aggregation enables Questar Gas to only need



           14   to reach out to 13 individual suppliers and requires far



           15   less time than contacting 300 and in reality puts Questar



           16   Gas in touch with the relevant people that are most able



           17   to efficiently and effectively respond to the curtailment



           18   event.



           19             By not doing so, Questar's efforts to reach out



           20   to 300-plus transportation customers would only delay



           21   the response time to correct the problem as each



           22   transportation customers would only then reach out to



           23   their supplier anyway.



           24             Summit Energy supports the use of continued



           25   discussions via a working group to find common ground
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            1   with the points mentioned.  This concludes my summary.



            2             MR. WILLIAMS:  Any cross-examination now?



            3             CHAIRMAN LAVAR:  Okay.  Thank you.



            4             And I should have addressed this before your



            5   summary, but what I would propose subject to any



            6   objection for order of cross-examination for the



            7   remaining witnesses would be any cross-examination by the



            8   intervening parties first.  Then I would propose



            9   Division.  Then office.  Then Questar.



           10             Is there any objection to that order of cross?



           11             MS. SCHMID:  No objection.



           12             MR. DODGE:  That's fine.



           13             MR. OLSEN:  No objections.



           14             CHAIRMAN LAVAR:  Mr. Dodge?



           15             MR. DODGE:  No questions.  Thank you.



           16             CHAIRMAN LAVAR:  Mr. Cook?



           17             MR. COOK:  No questions.



           18             CHAIRMAN LAVAR:  Ms. Schmid?



           19                      CROSS-EXAMINATION



           20   BY MS. SCHMID:



           21        Q.   Just a couple.  Are you familiar with how



           22   Summit makes its nominations to Questar Gas?



           23        A.   I am.



           24        Q.   Were you here when I asked Mr. Schwarzenbach



           25   how often TS customers generally change their
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            1   nominations?



            2        A.   I was here.



            3        Q.   How often does Summit change its nominations?



            4        A.   I would say at most twice a week.



            5        Q.   Does Summit do that on a day-ahead basis?



            6        A.   It does.



            7        Q.   Does Summit utilize the intraday refinement



            8   process that is available?



            9        A.   As needed.



           10        Q.   Does Summit make nominations on a per-customer



           11   basis or on an aggregate basis?



           12        A.   Per customer.



           13        Q.   And so, changes would also be on a per-customer



           14   basis?



           15        A.   As needed, yes.



           16        Q.   At the current time, are the transportation



           17   service customers for whom Summit makes nominations,



           18   are they paying for balancing services as part of their



           19   TS rate?



           20        A.   It comes with being a supplier but I would



           21   assume they do.



           22        Q.   Could you tell me how much of their rate is



           23   attributable to the balancing services?



           24        A.   I cannot.  That's proprietary.



           25        Q.   I'm talking about Questar Gas's rate,
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            1   not your --



            2        A.   Okay.  I'm trying to understand here.  Can you



            3   help me understand?



            4        Q.   Okay.  I was confusing.  Sorry.  So, Summit has



            5   customers that are transportation customers.



            6        A.   Yes.



            7        Q.   Do those transportation customers pay Questar



            8   Gas for balancing services currently?



            9        A.   Without having the tariff in front of me, I do



           10   not believe their tariff as defined in 5.01 has a



           11   provision for balancing costs.



           12        Q.   Right now, what happens if Summit's customers



           13   nominations and usage doesn't match?



           14        A.   What Summit Energy does is brings in both



           15   supply of pipelines, two of them.  Questar Gas's system



           16   is not just a single entity.  There are many islands of



           17   service that they -- in their distribution service.



           18             We then take that supply.  We use trending,



           19   historical performance based on weather, and our own



           20   modeling to predict where they're going to be.



           21             On the day of, we don't know.  We don't see



           22   exactly what they're using on the day of.  We assume



           23   we've done their job the right way.



           24        Q.   What happens if the gas doesn't show up?



           25             Then what do the customers do?
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            1        A.   Will Schwarzenbach calls me.  What do the



            2   customers do?  It goes to the -- it just -- it's



            3   imbalance, and we then have to work it off in the



            4   remainder of the month as the current system works



            5   because it's designed for monthly balancing.



            6        Q.   And if Questar didn't offer such a balancing



            7   service, what would your customers do?



            8        A.   The customers most likely would not know.



            9        Q.   What would Summit do?



           10        A.   Bring on more supply.  If we knew we were



           11   deficient, we would bring on more supply.



           12        Q.   Also, if necessary, would you cut customers



           13   or tell customers to --



           14        A.   Oh, no, no, no, no, no, no, no.  That's just



           15   not done.  You lose customers that way.



           16        Q.   So, you would bring on more supply if needed?



           17        A.   Yes.



           18        Q.   And if there was too much delivered and not



           19   enough used, you would independently contract for storage



           20   services, perhaps?



           21        A.   No.  Just redirect some supply somewhere else



           22   on a pipeline level.  I'd pull gas away from the utility.



           23             MS. SCHMID:  Thank you.  Those are all my



           24   questions.



           25             CHAIRMAN LAVAR:  Thank you.  Mr. Olsen?
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            1                      CROSS-EXAMINATION



            2   BY MR. OLSEN:



            3        Q.   Thank you.  You previously gave most of the



            4   folks here a copy of this exhibit.  This is a -- I'll



            5   make the representation that this is the -- from the



            6   Docket 14-057-15, the IRP filed on June 11th, 2014.



            7             Mr. McGarvey, could I have you look at your



            8   direct testimony on lines 68 through 71, please?  Is it



            9   fair -- there you state fuel gas reimbursement is, quote



           10   "mistakenly derived from Questar-based gas cost."



           11             Is that correct?



           12        A.   That's correct.



           13        Q.   In looking at the exhibit that I just showed



           14   you, you'll note that it says that the level of Questar



           15   Gas gas supply was approximately 59 percent; is that



           16   correct?



           17        A.   From what you handed me, yes.



           18        Q.   Well, I guess my first question is, it's true,



           19   is it not, that the Public Service Commission has found



           20   Wexpro one, Wexpro two and the trail unit acquisitions



           21   to be in the public interest?



           22        A.   If you say so.



           23        Q.   Well, wouldn't it then be appropriate to use



           24   the weighted average cost of gas the WACOG which



           25   represents Questar's actual costs as part of the
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            1   calculation in this --



            2        A.   For the fuel reimbursement?



            3        Q.   Yes.



            4        A.   If the supply is actually coming from Questar,



            5   absolutely.  When there's a deficient amount of supply



            6   being brought to the transportation customers and the



            7   utility has to bring on more supply, that's going to be a



            8   cost of service supply.  And so, that price should be



            9   used for that fuel calculation.



           10             If the opposite were true and the method with



           11   which the company or Questar Gas has proposed a cost



           12   structure, excess supplies would be collected at the



           13   city gate, transported across Questar Pipeline and



           14   injected back into storage.



           15             That supply did not originate from Questar or



           16   from Wexpro one or two or whatever.  It originated from



           17   the market that is more market based that is currently



           18   $2 less.  Now, if this were just a few cents difference,



           19   I wouldn't think anything about it.  It's $2 difference.



           20             So, the fuel gas reimbursement that would be



           21   charged to the transportation service customers that the



           22   company that they are proposing here for excess supplies,



           23   that fuel gas component for gas that they claim they were



           24   taking into storage should be used at a different price,



           25   the actual market price than the cost of service because
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            1   the difference is so light.



            2        Q.   If in fact it happens to be that it's market



            3   gas at that time?



            4        A.   If it's not being sourced from Questar Gas



            5   to the utility, it is market sourced.



            6             MR. OLSEN:  Thank you.  I have no further



            7   questions.



            8             CHAIRMAN LAVAR:  Thank you.  Ms. Clark?



            9                      CROSS-EXAMINATION



           10   BY MS. CLARK:



           11        Q.   Thank you.



           12             Mr. McGarvey, you testified earlier that your



           13   agents nominate at most twice per week; is that correct?



           14        A.   That's correct.



           15        Q.   Did you review Mr. Schwarzenbach's testimony



           16   in this case?



           17        A.   I have.



           18        Q.   Do you have it in front of you?



           19        A.   I don't.



           20             MS. CLARK:  May I approach?



           21             CHAIRMAN LAVAR:  Yes.



           22             THE WITNESS:  Thank you.



           23   BY MS. CLARK:



           24        Q.   I have just handed to you what is Exhibit 2.2R.



           25   That is an exhibit to Mr. Schwarzenbach's rebuttal
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            1   testimony.  And it is a table that shows nominations.



            2   And there are two customers.  And on page one, we've got



            3   customer 228.  I want to focus your attention on pages



            4   two and three, customer 157.  And I'm going to represent



            5   to you that customer 157 is one of Summit's customers.



            6             I want to draw your attention to column B.



            7             Would you agree that in the month of



            8   December 2013, the nomination for that customer was



            9   11 dekatherms for each day?  It never changed?



           10        A.   I would agree to that.



           11        Q.   Would you agree that for January of 2014,



           12   the nomination for that customer was 45 dekatherms



           13   for each day and never changed?



           14        A.   I see that.



           15        Q.   And would you agree that for February of 2014,



           16   the nomination was 42 dekatherms for each day of that



           17   month and also never clanged?



           18        A.   This was during the time when I was not



           19   overseeing this area.  And this is not our current



           20   practice but at this time I don't -- without double



           21   checking against my records, I have no reason to deny



           22   that this is true.



           23        Q.   Would Summit's nominating practices -- would



           24   Summit be incentivized or would it change its nominating



           25   practices if the Commission approves the charge as
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            1   Questar has proposed it?



            2        A.   Being like an OFO?  Everyone's behavior would



            3   change.  Not just Summit's.  Everyone's.



            4        Q.   Okay.  Do you have your direct testimony in



            5   front of you?



            6        A.   I do.



            7        Q.   Okay.  I want to draw your attention in your



            8   own direct testimony to lines 100 to 102.  And I'm going



            9   to open to that same page to make sure I properly state



           10   it.  At lines 101 and 102 -- excuse me.



           11             Let me send you to your rebuttal testimony,



           12   I apologize, or your surrebuttal.  You say a five percent



           13   penalty-free tolerance bandwidth is too narrow and is



           14   functionally unrealistic.



           15             Would you agree with that?



           16             CHAIRMAN LAVAR:  Ms. Clark, I believe you're



           17   in direct.



           18             THE WITNESS:  That's in my direct testimony.



           19   BY MS. CLARK:



           20        Q.   That's in your direct.  I apologize.  Lines 101



           21   and 102 of your direct.



           22             Do you remember saying that, writing that?



           23        A.   I do.



           24        Q.   And now I'd like you to draw your attention --



           25   I'm going to hand to you --
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            1             (Discussion off the record)



            2             MS. CLARK:  May I approach?



            3             CHAIRMAN LAVAR:  Yes.



            4   BY MS. CLARK:



            5        Q.   Thank you.  And I've handed you a copy of the



            6   current Questar Gas tariff Section 5.09.  This is



            7   included in an exhibit the Division utilized earlier



            8   today.  And I want to draw your attention to the first



            9   sentence under the heading Daily Imbalances.



           10             Do you see that?  I've highlighted it for you.



           11        A.   I do.



           12        Q.   Could you read that?



           13        A.   It reads, "The Company will allow plus or minus



           14        five percent of a customer's volumes delivered from



           15        upstream pipelines as a daily imbalance tolerance



           16        window."



           17        Q.   So, would you agree that the tariff already



           18   contains a five percent tolerance window?



           19        A.   It does.



           20        Q.   Turning to your surrebuttal testimony, do you



           21   have that in front of you --



           22        A.   I do.



           23        Q.   -- as well?



           24        A.   Yes.



           25        Q.   On line 137 you state -- it begins -- I
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            1   apologize.  It begins on line 136, the very end of 136:



            2             "The only benefit of the proposed tariff is to



            3        allow Questar Gas to collect more money and



            4        unfairly burden transportation customers."



            5             Is it your understanding, Mr. McGarvey, that



            6   the charge Questar has proposed in this document would be



            7   credited back to sales customers through the pass-through



            8   filings?



            9        A.   Being based on theoretical activities,



           10   the charge being comprised of that?



           11        Q.   I'm asking where you think that money goes,



           12   if it is your understanding that Questar Gas will credit



           13   that back to sales customers.



           14        A.   That's what you're going to do with it.



           15        Q.   Okay.  Thank you.



           16             Are you familiar with injection and withdrawal



           17   charges on Questar Pipeline into Clay Basin and out of



           18   Clay Basin?  Are you familiar with that process?



           19        A.   Yes, I am.



           20        Q.   I'd like to pose a hypothetical for you.



           21             If you have one customer who injects 100



           22   dekatherms on a particular day and on that same day a



           23   second customer withdraws 100 dekatherms from Clay Basin,



           24   is it your understanding that each customer would be



           25   charged for the injection and withdrawal of those volumes
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            1   notwithstanding the fact that they net each other out,



            2   if you will?



            3        A.   They do net.



            4        Q.   I want to clarify.  Mr. Schwarzenbach points



            5   out that there may be some confusion when speaking to



            6   transportation customers on Questar pipeline.



            7        A.   Okay.



            8        Q.   If one were to inject 100 dekatherms on the day



            9   and on the same day a second withdrew that, would each be



           10   charged?



           11        A.   With zero molecules flowing in and out of the



           12   Clay Basin, I'm not sure what they would do.



           13        Q.   Would it surprise you to know that they would



           14   charge both customers?



           15        A.   With no activity?



           16        Q.   Yes.



           17        A.   That would surprise me.



           18        Q.   May I have a moment? (Brief break)



           19             I have two more questions for you,



           20   Mr. McGarvey.  I appreciate your patience.



           21        A.   Oh, no.  You're fine.



           22        Q.   You testified earlier about your view that



           23   it is not appropriate to use the weighted average cost



           24   of gas volumes for purposes of fuel reimbursement



           25   component of the charge; correct?
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            1        A.   Correct.



            2        Q.   When QGC reimburses transportation customers



            3   for over deliveries, do you know what gas is reimbursed



            4   for, what value?  Is it --



            5        A.   Can you restate that?  When Questar reimburses



            6   transportation customers?



            7        Q.   For the gas that they have delivered when



            8   they're cashing out.  Do you know if they are reimbursed



            9   at the WACOG prices?



           10        A.   I do not know that.



           11             MS. CLARK:  Okay.  Thank you.  I don't have



           12   anything further.



           13             CHAIRMAN LAVAR:  Thank you.  Mr. Williams,



           14   any redirect?



           15             MR. WILLIAMS:  No redirect.



           16             CHAIRMAN LAVAR:  No redirect?



           17             Commissioner White?



           18             COMMISSIONER WHITE:  No questions.



           19             CHAIRMAN LAVAR:  Commissioner Clark?



           20                         EXAMINATION



           21   BY COMMISSIONER CLARK:



           22        Q.   Just a question or two.



           23             Regarding your current practices relative to



           24   intraday nominations, I think you said that in response



           25   to an earlier question you engage in that activity as
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            1   needed.



            2        A.   Yes.



            3        Q.   Can you give me a sense of what the frequency



            4   of that is?



            5        A.   What it is is it's trying to help customers



            6   help themselves.  Every customer that we bring on, we



            7   ask them to get in touch with us if they know of any



            8   operational changes that would impact their consumption.



            9             That doesn't happen very often, although



           10   impacts to their production and impacts to their



           11   consumption change often.  They just don't -- they fail



           12   to reach out to us.  So, it is very rare.  When they do,



           13   we use the intradays to make changes, but as I said,



           14   it is very rare.



           15             COMMISSIONER CLARK:  Thank you.



           16             THE WITNESS:  You bet.



           17             CHAIRMAN LAVAR:  Okay.  Thank you,



           18   Mr. McGarvey.



           19             THE WITNESS:  Thank you.



           20             CHAIRMAN LAVAR:  And I think we're at a good



           21   time to take a short break, but before we do, I just



           22   wanted to ask Questar, the Division, and the Office if



           23   any of you intended to recall a witness following



           24   Mr. McGarvey's testimony based on the motion that was



           25   denied this morning.  Ms. Clark?
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            1             MS. CLARK:  Questar does not.



            2             CHAIRMAN LAVAR:  Does not?



            3             MS. SCHMID:  The Division does not.



            4             CHAIRMAN LAVAR:  Does not?  Mr. Olsen?



            5             MR. OLSEN:  Nor does the Office.



            6             CHAIRMAN LAVAR:  Okay.  Why don't we take a



            7   ten-minute break then, and at 2:35 we'll move on with



            8   Mr. Medura's testimony.  We're in recess.



            9             (Recess taken 2:22 p.m. to 2:35 p.m.)



           10             CHAIRMAN LAVAR:  Okay.  We're back on the



           11   record.  And I believe we're to Mr. Cook at this point.



           12             Oh.  Before we do that, Mr. Dodge, do you want



           13   to make a motion with respect to what you're passing out?



           14             MR. DODGE:  If I may.  This is UAE's



           15   cross-examination Exhibit 3.  I had a page copied.



           16             CHAIRMAN LAVAR:  Any objection from any party



           17   to its admission?



           18             MR. OLSEN:  No objection.



           19             MS. SCHMID:  None.



           20             MS. CLARK:  No.  There's no objection here.



           21             CHAIRMAN LAVAR:  Okay.  It will be admitted.



           22             (Exhibit UAE 3 admitted)



           23             MR. OLSEN:  Mr. Chair, also, I neglected to ask



           24   for the admission of the document that I handed out for



           25   Mr. McGarvey's cross-examination.
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            1             CHAIRMAN LAVAR:  Oh, from the IRP?



            2             MR. OLSEN:  Yeah, the IRP.  That would be our



            3   OSC Exhibit 3.



            4             CHAIRMAN LAVAR:  Three?  Any objection from



            5   anyone to the admission of that?



            6             MS. SCHMID:  No objection.



            7             MS. CLARK:  There's no objection from Questar.



            8             CHAIRMAN LAVAR:  Okay.  That will be admitted.



            9   Thank you.



           10             MR. OLSEN:  Thank you.



           11             (Exhibit OSC 3 marked and admitted)



           12             CHAIRMAN LAVAR:  Okay.  Mr. Cook?



           13             MR. COOK:  I'm going to defer to Mr. Dodge



           14   to call all of our witnesses.



           15             CHAIRMAN LAVAR:  Okay.  Thank you.



           16             MR. DODGE:  Thank you.  And we'd actually like



           17   to start with Mr. Matt Medura for CIMA.



           18             CHAIRMAN LAVAR:  Mr. Medura, do you swear to



           19   tell the truth?



           20             THE WITNESS:  Yes.



           21                       MATTHEW MEDURA,



           22               having first been duly sworn, was



           23               examined and testified as follows:



           24                      DIRECT EXAMINATION



           25   BY MR. DODGE:
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            1        Q.   Mr. Medura, will you state your name and for



            2   whom you work and your position?



            3        A.   My name is Matthew Medura, M-e-d-u-r-a.  I work



            4   for CIMA Energy Limited.  I'm a senior marketing



            5   representative.



            6        Q.   Mr. Medura, did you cause to be filed in this



            7   docket CIMA Exhibit 1.0 which is your direct testimony,



            8   CIMA Exhibit 1.0R, your rebuttal testimony, and CIMA



            9   Exhibit 1.0SR, your surrebuttal testimony?



           10        A.   Yes.



           11        Q.   And do you have any changes to any of that



           12   prefiled testimony?



           13        A.   No.



           14        Q.   And do you adopt it as your sworn testimony



           15   here today?



           16        A.   I do.



           17             MR. DODGE:  I'd move the admission of those



           18   three exhibits, Mr. Chairman?



           19             CHAIRMAN LAVAR:  Any objection from any party?



           20             MR. OLSEN:  No objection.



           21             MS. SCHMID:  No objection.



           22             MS. CLARK:  No.



           23             CHAIRMAN LAVAR:  It'll be admitted.  Thank you.



           24             (CIMA Exhibit 1.0, CIMA Exhibit 1.0R,



           25   CIMA Exhibit 1.0SR marked and admitted)
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            1   BY MR. DODGE:



            2        Q.   Thank you.  Mr. Medura, do you have a brief



            3   summary of your prefiled testimony?



            4        A.   Yes, I do.



            5        Q.   Please go ahead.



            6        A.   Basically, my testimony outline the concerns



            7   with the Company's proposed balancing charge in the



            8   following manner.



            9             Number one, the rate as calculated does not



           10   take into account the transportation customer class



           11   offsets on any given day.



           12             Number two, it's unclear as to the



           13   applicability of the components of the rate and if they



           14   actually occur.  The plus or minus five percent daily



           15   tolerance is restrictive and not common in practice



           16   in the industry.  The current OFO tolerance limit is



           17   enforced at the agent level and therefore can be applied



           18   also for the balancing charges.



           19             Number five, I believe the workshop or some



           20   other collaborative process can result in better



           21   alignment of nominations with usage.



           22             Number six, the current tariff is effective



           23   in addressing the operational constraints the company



           24   has, and that CIMA, we agree that individual nominations



           25   should be made and be accurate to the best of our
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            1   ability.



            2        Q.   And does that complete your summary?



            3        A.   It does.



            4             MR. DODGE:  Thank you.



            5             Mr. Medura is available for cross.



            6             CHAIRMAN LAVAR:  Mr. Cook?  None?



            7   Mr. Williams?  None?  Ms. Schmid?



            8                      CROSS-EXAMINATION



            9   BY MS. SCHMID:



           10        Q.   Yes.  Thank you.  Good afternoon.



           11        A.   Good afternoon.



           12        Q.   Were you hear when I asked Mr. Schwarzenbach



           13   and Mr. McGarvey about nominations practices?



           14        A.   Yes.



           15        Q.   Are you familiar with the nomination practices



           16   of CIMA?



           17        A.   Not at the individual customer level.



           18        Q.   I'll ask you a few questions and we'll see if



           19   you can answer them, and if not, that's all right.



           20             What happens when the nominations from



           21   CIMA's -- that you make for CIMA's transportation



           22   customers don't match?



           23        A.   The customers experience an imbalance which



           24   goes into their imbalance account.



           25        Q.   Is the gas shut off to a customer who nominates
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            1   less than it uses?



            2        A.   It is not.



            3        Q.   What happens to excess gas?  Does CIMA itself



            4   put it into storage if more gas is nominated than its



            5   transportation customers use?



            6        A.   No.  It goes into their imbalance account.



            7        Q.   What would happen if Questar Gas was not



            8   offering an imbalance service?  What would CIMA do?



            9        A.   I think -- I expect we'd get a call from the



           10   gas supply group and tell us to either bring more gas or



           11   sell more gas into the market in a later cycle.



           12             But that's one of the tools we can do.



           13   Otherwise, it just goes into their imbalance.



           14        Q.   But that would be for a later cycle.



           15   It wouldn't be for the morning when, say, the industrial



           16   customer turns the furnace on.



           17             The gas wouldn't get there in time for that



           18   morning if you added it later?



           19        A.   We don't know what the mismatch is until later.



           20             MS. SCHMID:  Those are all my questions.



           21   Thank you.



           22             THE WITNESS:  Thank you.



           23             CHAIRMAN LAVAR:  Mr. Olsen?



           24             MR. OLSEN:  We have no questions.



           25             CHAIRMAN LAVAR:  Ms. Clark?
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            1             MS. CLARK:  I have a couple.



            2             May I approach the witness?



            3             CHAIRMAN LAVAR:  Yes.



            4                      CROSS-EXAMINATION



            5   BY MS. CLARK:



            6        Q.   Mr. Medura, I've handed to you a copy of



            7   Questar Gas Company's Utah natural gas tariff number 400



            8   Section 5.09.  And it was part of an exhibit offered by



            9   the Division earlier today, but I've just given you the



           10   part that I intend to ask you about.



           11             You testified in your summary today that the



           12   plus or minus five percent is restrictive, too



           13   restrictive, and I believe you said not common in



           14   industry practice.  Did I state that accurately?



           15        A.   Correct.



           16        Q.   Would you read the sentence that's highlighted,



           17   the first sentence under the heading Daily Imbalances?



           18        A.   "The Company will allow plus or minus five



           19        percent of a customer's volumes delivered from



           20        upstream pipelines as a daily imbalance tolerance



           21        window."



           22        Q.   Would you agree that the company's tariff



           23   already requires plus or minus five percent --



           24        A.   Yes.



           25        Q.   -- intolerance?
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            1             MS. CLARK:  Thank you.  I don't have any



            2   further questions.



            3             CHAIRMAN LAVAR:  Okay.  Any redirect?



            4                    REDIRECT EXAMINATION



            5   BY MR. DODGE:



            6        Q.   Just one I guess to clarify.



            7             Mr. Medura, under that tariff, what happens



            8   if a company's outside the five percent tolerance today?



            9        A.   It just goes into their imbalance account



           10   if there's not a restriction in place.



           11        Q.   And is that what you're testifying to is the



           12   common industry practice?



           13        A.   It is.



           14             MR. DODGE:  Thank you.  No further questions.



           15             CHAIRMAN LAVAR:  Any recross desired from any



           16   party?  Okay.  Commissioner White?



           17             COMMISSIONER WHITE:  No.



           18             CHAIRMAN LAVAR:  Commissioner Clark?



           19             COMMISSIONER CLARK:  No questions.



           20                         EXAMINATION



           21   BY CHAIRMAN LAVAR:



           22        Q.   I have one.  On lines 64, 65, and 66 of your



           23   surrebuttal, I'll just read that line.  It says -- you



           24   said, "One solution would be to allow aggregation by



           25   receipt point or other mutually agreeable criteria."
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            1             I just want to understand what you mean by



            2   "receipt point."  Did you mean city gate or some other



            3   meaning of receipt point?



            4        A.   I meant the different geographical receipt



            5   points on the system.  Southern Utah, Wasatch Front,



            6   Wyoming.



            7             CHAIRMAN LAVAR:  Okay.  Thank you,



            8   Mr. Medura.  We appreciate your testimony.



            9             MR. DODGE:  Next we would call Mr. Jeff Fishman



           10   on behalf of CIMA, Nucor, and UAE.



           11             CHAIRMAN LAVAR:  Mr. Fishman, do you swear to



           12   tell the truth?



           13             THE WITNESS:  I do.



           14             CHAIRMAN LAVAR:  Thank you.



           15                       JEFF J. FISHMAN,



           16               having first been duly sworn, was



           17               examined and testified as follows:



           18                      DIRECT EXAMINATION



           19   BY MR. DODGE:



           20        Q.   Mr. Fishman, could you state your name, who you



           21   work for, and your position there?



           22        A.   My name is Jeff J. Fishman.  I am the director



           23   of gas services at Energy Strategies.



           24        Q.   And, Mr. Fishman, did you have filed in this --



           25   prefiled in this docket Exhibit -- UAE/Nucor/CIMA
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            1   Exhibits 2.0, 2.0R, and 2.0R, your direct, rebuttal,



            2   and surrebuttal testimony?



            3        A.   Yes.



            4        Q.   And do you have any corrections to that



            5   prefiled testimony?



            6        A.   No.



            7        Q.   And do you adopt that testimony as your



            8   testimony here in this docket under oath?



            9        A.   Yes.



           10             MR. DODGE:  I would move the admission of



           11   UAE Exhibits 2, 2R, and 2SR?



           12             CHAIRMAN LAVAR:  Any objection from any party?



           13             MR. OLSEN:  No objection.



           14             MS. SCHMID:  No objection.



           15             MS. CLARK:  No objection.



           16             CHAIRMAN LAVAR:  Okay.  They'll be admitted.



           17   Thank you.



           18             (UAE/Nucor/CIMA Exhibit 2.0, Exhibit 2.0R,



           19   Exhibit 2.0SR marked and admitted)



           20   BY MR. DODGE:



           21        Q.   Thank you.  And, Mr. Fishman, do you have a



           22   brief summary you'd like to provide of your testimony?



           23        A.   I do.



           24        Q.   Please proceed.



           25        A.   The first concern identified in my direct





                                                                      213

�









            1   testimony is that this proposal would increase the daily



            2   operating functions of the transportation customer



            3   relating to managing gas supplies.



            4             Now, that in and of itself is not necessarily



            5   inappropriate, but it is a shift from the longstanding



            6   method of operation where the suppliers bear the



            7   responsibility for managing both nominations and



            8   imbalances.



            9             These additional operating activities will be



           10   required even though Questar has not suggested the daily



           11   balancing is actually needed on most days.



           12             Under the current tariff, when there's an



           13   operational need to restrict the deliveries of gas to



           14   transportation customers to more closely match



           15   nominations, it is managed by the operating restrictions



           16   and related penalties that are imposed by the balancing



           17   restriction.



           18             Of greater concern is that Questar is asking



           19   the transportation customer to take on these new tasks



           20   without providing the tools for success in better



           21   managing the daily nominations.



           22             Transportation customers and suppliers cannot



           23   be expected to operate within a five percent daily



           24   tolerance without meaningful realtime data.



           25             Although transportation customers are obligated
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            1   to pay Questar for special metering equipment,



            2   telemetering functionality, and other administrative



            3   services, the data that Questar collects, processes,



            4   and reports is not available to manage the nominations



            5   within the proposed time and volume tolerances.



            6             In the absence of an incremental investment



            7   in equipment and operating personnel, this time lag



            8   effectively prevents the transportation customer from



            9   achieving what Questar requires under this proposed



           10   daily operating requirement.



           11             My assessment is that realtime data is required



           12   to approve the nomination practices and should be



           13   provided through the Questar system the transportation



           14   customers are currently paying for.



           15             I do not agree with the suggestion by Questar



           16   that transportation customers should be required to



           17   acquire additional monitoring equipment through outside



           18   vendors.  Finally, regarding daily balancing and



           19   aggregation in this proposed operating scheme, it's



           20   critical that the suppliers and agents be allowed to



           21   net imbalances among their customers before the daily



           22   imbalances are assessed any additional costs.



           23             This is what happens now to mitigate the



           24   monthly imbalances as provided for in the Questar tariff.



           25   To otherwise collect would be over -- I mean, to





                                                                      215

�









            1   otherwise would be over collecting under the current --



            2   of the charge that's currently provided or proposed.



            3             Even under the operating requirements imposed



            4   by a balancing restriction or OFO, the tariff provides



            5   for aggregation of imbalances at an agent level and



            6   trading of the offset imbalances is routinely used by the



            7   suppliers to mitigate imbalances and the related charges.



            8             My surrebuttal testimony I'd also like to



            9   mention addresses the so-called operational concerns



           10   in Questar testimony and Questar statements about



           11   aggregation and existing balancing rights under the



           12   tariff.  Mr. Schwarzenbach made reference to operational



           13   constraints and that correct nominations are important



           14   because supply concerns may arise at any time.



           15             White it is true that supply availability



           16   issues may arise, nominations do not directly influence



           17   supply availability.  Only a nomination can be fulfilled



           18   if supply is available.



           19             The fact that there have been only two supply



           20   curtailments that affected transportation customers in



           21   recent history or the fact is that there have been only



           22   two in recent history has been mentioned by other



           23   testimony today.



           24             Mr. Schwarzenbach stated that transportation



           25   customers' inaccurate nominations cause operational
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            1   problems and the company experiences operational



            2   problems.  There's been no evidence provided to describe,



            3   explain or support any such operational problems that



            4   are the direct result of transportation customers'



            5   nominations.



            6             Mr. Schwarzenbach also stated that



            7   transportation customers utilizing more than their



            8   nominated volumes could result in a loss of service to



            9   firm sales customers.  Again, no evidence was offered



           10   that this has ever taken place.



           11             Regarding supplier aggregation,



           12   Mr. Schwarzenbach opposes imbalance aggregation but



           13   provides no reasonable basis for this opposition.



           14   He seems to assume that aggregation would eliminate the



           15   supplier placing a daily nomination for each customer.



           16             No agent providing testimony has indicated that



           17   they would do anything but continue to provide daily



           18   nominations for each transport customer.



           19             I strongly urge the Commission to authorize



           20   daily imbalances aggregated by supplier as is currently



           21   allowed under the balancing restriction process.



           22             This brings up the suggested tariff changes



           23   where Mr. Schwarzenbach proposes to eliminate aggregation



           24   and trading language from the balancing restriction



           25   section of the tariff.
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            1             To eliminate a longstanding method of



            2   mitigating imbalances and penalties during a balancing



            3   restriction by modifying the tariff language represents



            4   a considerable extrapolation of the stated objectives



            5   in this docket which is to improve daily nominations.



            6             This suggestion would great expand the negative



            7   impacts on customers that may result from this proposed



            8   daily imbalance charge.



            9             Finally, once again, Questar argues the



           10   responsibility of realtime metering.



           11             In Mr. Schwarzenbach's testimony, Questar



           12   glosses over the fact that transportation customers



           13   already pay Questar for both special metering equipment



           14   and operating and administrative fees and suggests that



           15   a customer purchase additional technology for realtime



           16   data.  This is an attempt to deflect the responsibility



           17   that Questar has to manage its metering data in a manner



           18   that's consistent with its new proposed nomination and



           19   balancing restrictions.



           20             And that concludes the summary of my testimony.



           21             MR. DODGE:  Thank you.  Mr. Fishman is



           22   available for cross-examination.



           23             CHAIRMAN LAVAR:  Mr. Cook or Mr. Williams?  No?



           24   Okay.  Ms. Schmid?



           25             MS. SCHMID:  No questions.
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            1             CHAIRMAN LAVAR:  Mr. Olsen?



            2             MR. OLSEN:  No questions.



            3             CHAIRMAN LAVAR:  Ms. Clark?



            4             MS. CLARK:  The Company also has no questions.



            5             CHAIRMAN LAVAR:  Thank you.



            6             Commissioner White?  Commissioner Clark?



            7             COMMISSIONER CLARK:  No questions.



            8                         EXAMINATION



            9   BY CHAIRMAN LAVAR:



           10        Q.   I have one.  I guess I'm the only one in the



           11   room.  In your opinion, should there be any geographic



           12   limits on aggregation?



           13        A.   I think from a balancing standpoint, it makes



           14   sense.  I think that in the past the imbalance trading



           15   and mitigation has not been imposed necessarily at a



           16   geographical location.  It's been a time.



           17             I think in this circumstance with, you know,



           18   the issues being raised on both sides that that



           19   restriction would not be -- or that requirement would



           20   not be out of place.



           21             CHAIRMAN LAVAR:  Okay.  Thank you.



           22             MR. DODGE:  Thank you.  Our next witness is



           23   Mr. Higgins.



           24             CHAIRMAN LAVAR:  Mr. Higgins, do you swear to



           25   tell the truth?
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            1             THE WITNESS:  I do.



            2             CHAIRMAN LAVAR:  Thank you.



            3                      KEVIN C. HIGGINS,



            4               having first been duly sworn, was



            5               examined and testified as follows:



            6                     DIRECT EXAMINATION



            7   BY MR. DODGE:



            8        Q.   Mr. Higgins, would you please state your name,



            9   for whom you work, and your position at your job?



           10        A.   Certainly.  My name is Kevin C. Higgins.  I'm a



           11   principal in the consulting firm Energy Strategies.



           12        Q.   Okay.  Mr. Higgins, did you cause under your



           13   direction to be prepared and filed in this docket



           14   UAE/Nucor/CIMA Exhibit 1.0 along with attached



           15   Exhibits 1.1, 1.2, and 1.3, your direct testimony



           16   exhibits, also your rebuttal testimony 1.0R with an



           17   attached 1.1R, and your surrebuttal testimony



           18   Exhibit 1.0SR?



           19        A.   Yes, I did.



           20        Q.   And do you have any changes to any of that



           21   testimony?



           22        A.   I do not.



           23        Q.   And does that testimony represent your



           24   testimony here this morning or this afternoon under oath?



           25        A.   Yes, it does.
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            1             MR. DODGE:  Mr. Higgins -- excuse me.  I'd move



            2   the admission of those exhibits, Mr. Chairman.



            3             CHAIRMAN LAVAR:  Any objection from any party?



            4             MS. SCHMID:  No.



            5             MR. OLSEN:  No objection.



            6             MS. CLARK:  No.



            7             CHAIRMAN LAVAR:  It will be admitted.



            8   Thank you.



            9             (UAE/Nucor/CIMA Exhibit 1.0, Exhibit 1.0R,



           10   Exhibit 1.0SR marked and admitted)



           11   BY MR. DODGE:



           12        Q.   Thank you.  Mr. Higgins, do you have a brief



           13   summary of your testimony?



           14        A.   Yes, I do.



           15        Q.   Would you please proceed?



           16        A.   Yes.  Good afternoon.



           17             This case centers on Questar's proposal to



           18   introduce a daily transportation imbalance charge.



           19             Based on the evidence in this case, the charge



           20   appears to be unique in the United States in that it not



           21   only requires daily balancing by transportation customers



           22   which is relatively rare to start with, but also requires



           23   daily balancing to be measured exclusively at the



           24   individual customer level rather than providing an option



           25   for daily balancing to be managed by aggregators or
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            1   suppliers.  This lateral restriction is one that no other



            2   utility identified in this docket imposes.



            3             In this sense, Questar's proposal appears to be



            4   a singularly aggressive outlier.  The proposed charge is



            5   also material in that it represents an 11.6 increase when



            6   applied to the distribution non-gas revenue requirement



            7   for transportation customers.



            8             As a threshold matter, the company's proposal



            9   to introduce a daily transportation imbalance charge is



           10   premature, incompletely developed, and unreasonably



           11   disruptive to the marketplace efficiencies that have been



           12   developed to help Utah businesses manage their gas



           13   supplies.  In light of these considerations, I recommend



           14   that the proposal be rejected by the Commission.



           15             If the Commission is interested in considering



           16   the imposition of a daily transportation imbalance



           17   charge, I recommend that prior to adopting any charge



           18   or adopting the rate design proposed by the Company the



           19   Commission sponsor a workshop process to investigate how



           20   daily balancing could best be accomplished taking into



           21   account a full suite of market participants and



           22   opportunities for using market mechanisms to manage daily



           23   imbalances.



           24             This recommendation notwithstanding, if a daily



           25   balancing charge is to be imposed on transportation
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            1   customers at this time, then the charge proposed by the



            2   Company should be rejected because it is not reasonable.



            3   Instead, three adjustments should be made to the



            4   calculation.



            5             First, the transportation component and fuel



            6   reimbursement component proposed by Questar should be



            7   removed from the calculation because the company has



            8   failed to demonstrate that any costs are actually being



            9   incurred in these categories as a result of retail



           10   transportation customer imbalances.



           11             Transportation customers already pay for their



           12   own transportation on upstream pipelines including



           13   transportation usage costs by (coughing) imbalances.



           14             As no incremental transportation costs are



           15   being incurred by Questar on behalf of transportation



           16   customers, it is unreasonable to also assign to



           17   transportation customers a portion of the fixed



           18   transportation costs incurred by the Company on behalf



           19   of its sales service customers.



           20             It is particularly unreasonable to include



           21   these charges plus fuel in both directions; that is,



           22   for both positive imbalances when less transportation



           23   is being utilized by Questar and negative imbalances.



           24             Rather, the cost basis for any transportation



           25   imbalance charge should be limited to the no-notice
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            1   transportation and storage costs which unlike



            2   transportation service are the specialty products the



            3   transportation customers are not purchasing.



            4             Second, net transportation customer imbalances



            5   that are within five percent of the aggregate



            6   transportation customer usage on a given day should be



            7   excluded from the cost of the total daily transportation



            8   imbalance.



            9             This five percent exclusion is warranted for



           10   the purpose of aligning the daily imbalance cost that is



           11   subject to the new charge with the performance that is



           12   expected of transportation customers and recognizes that



           13   the pipeline system has inherent flexibility to



           14   accommodate small daily imbalances.



           15             Third, the calculation should take account



           16   of the reduction in storage activity that results when a



           17   transportation customer imbalance and the Questar sales



           18   service imbalance move in opposite directions on a given



           19   day.  Incorporating these adjustments in a transportation



           20   imbalance charge results -- pardon me -- results in a



           21   transportation imbalance charge of 3.695 cents per



           22   dekatherm on imbalances in excess of the proposed five



           23   percent tolerance limit rather than the 19 cent per



           24   dekatherm charge proposed by Questar.



           25             Finally, I will summarize my response to some
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            1   of the proposals by the Division of Public Utility



            2   witness Mr. Wheelwright.  First, I agree with



            3   Mr. Wheelwright's recommendation that there should be



            4   further discussion in a task force context.



            5             Second, I disagree with Mr. Wheelwright's



            6   suggestion that the largest 40 transportation customers



            7   could be subject to more stringent monitoring and



            8   balancing requirements.



            9             Taken as a group, the largest 40 customers



           10   actually performed better than the average with respect



           11   to daily imbalances and I believe that subjecting this



           12   group to more stringent requirements would be unduly



           13   discriminatory.



           14             Third, Mr. Wheelwright proposes an alternative



           15   to the daily imbalance charge proposed by the Company.



           16             In lieu of such a charge, Mr. Wheelwright



           17   recommends that after the appropriate costs are



           18   identified, they should be recovered through a volumetric



           19   charge on all transportation customers; in effect,



           20   socializing the cost across this entire class.



           21             With respect to this proposal, I am concerned



           22   to the extent that such costs are calculated based on the



           23   volume of imbalances.



           24             Socializing the cost would mute the pricing



           25   to the customers or suppliers causing the imbalances.
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            1   But at the same time I conceded that there may be some



            2   administrative simplicity in such an approach.



            3             This causes me to conclude that if any new



            4   daily imbalance requirements or charges are going to be



            5   imposed on transportation customers, the customers should



            6   be offered a choice between a socialized charge as



            7   proposed by Mr. Wheelwright or an option to avoid the



            8   socialized cost in exchange for being subject to a daily



            9   balancing regime.



           10             So, I recommend that if the Commission decides



           11   to impose any daily imbalance charge that the Commission



           12   require that such a choice be available.



           13             With my three adjustments to the company's



           14   recommended costs, the socialized cost would result in a



           15   charge of .713 cents per dekatherm on all transportation



           16   customer volumes.



           17             And I note that this charge is not dissimilar



           18   from and is even greater than the five cents per



           19   dekatherm -- of the half-sent per dekatherm charge levied



           20   on all suppliers by Baltimore Gas and Electronic which is



           21   one of the three gas utilities identified by Questar in



           22   discovery as levying balancing charges.



           23             And that concludes my summary.



           24             MR. DODGE:  Thank you.  Mr. Higgins is



           25   available for cross.
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            1             CHAIRMAN LAVAR:  Mr. Cook?



            2             MR. COOK:  He's my witness.



            3             CHAIRMAN LAVAR:  Oh.  Ms. Schmid?



            4             MS. SCHMID:  No questions.



            5             CHAIRMAN LAVAR:  Mr. Olsen?



            6                      CROSS-EXAMINATION



            7   BY MR. OLSEN:



            8        Q.   Just one clarification if I could.  On your --



            9   I don't want to misstate this, but in your summary,



           10   did you say that this workshop, as a predicate to the



           11   workshop would be an assumption that there should be some



           12   sort of transportation imbalance charge made and it was



           13   a question of how much it should be?



           14        A.   I believe that would up the Commission's



           15   discretion.  And so, I believe that in my rebuttal



           16   testimony, I identified what I believe would be the



           17   appropriate topics for such a workshop.



           18             But certainly, you know, to the extent that the



           19   Commission requires the workshop, it would be, you know,



           20   up to the Commission to set those guidelines.



           21             And I think it would be helpful, for example,



           22   if the Commission were to determine that part of the



           23   equation needs to be an examination of how best to use



           24   suppliers in addressing this question.  That could be one



           25   of the requirements of the workshop.
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            1             And, you know, at this point, prior discussions



            2   have not led to a resolution of this matter, but I think



            3   if the Commission were to provide firm guidance that



            4   that should be one of the elements that's addressed,



            5   that would be very helpful.



            6             MR. OLSEN:  Thank you.  Nothing further.



            7             CHAIRMAN LAVAR:  Ms. Clark?



            8                      CROSS-EXAMINATION



            9   BY MS. CLARK:



           10        Q.   Just one.  Would you agree, Mr. Higgins,



           11   that under either your proposal or that set forth by the



           12   Company, a customer who stays within the five percent



           13   tolerance would not pay the rate?



           14        A.   Yes.



           15             MS. CLARK:  Okay.  That's all I have.



           16   Thank you.



           17             CHAIRMAN LAVAR:  Thank you.  Any redirect?



           18             MR. DODGE:  No.  Thank you.



           19             CHAIRMAN LAVAR:  Okay.  Mr. White?



           20             COMMISSIONER WHITE:  No questions.



           21             CHAIRMAN LAVAR:  Mr. Clark?



           22             COMMISSIONER CLARK:  No questions.



           23             CHAIRMAN LAVAR:  Thank you, Mr. Higgins.



           24             THE WITNESS:  Thank you.



           25             CHAIRMAN LAVAR:  Do we have a delay now until
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            1   the next witness?



            2             MR. DODGE:  Yes.  My understanding is that



            3   there's a public witness set at five o'clock,



            4   public witness time?



            5             CHAIRMAN LAVAR:  Yes.



            6             MR. DODGE:  And Mr. Swenson said he might be



            7   able to come earlier if necessary, but it seems to me



            8   unless people think it'll take more than 45 minutes,



            9   then it would surprise me that getting back together



           10   at 4:15 for Mr. Swenson and end at five for any public



           11   witnesses would make sense.  That would be my proposal.



           12             CHAIRMAN LAVAR:  Okay.



           13             Any objection to that proposal from anyone?



           14             MS. CLARK:  No.



           15             MS. SCHMID:  No objection.



           16             CHAIRMAN LAVAR:  Okay.  We'll be in recess



           17   until 4:15.  Thank you.



           18             (Recess taken 3:03 p.m. to 4:15 p.m.)



           19             CHAIRMAN LAVAR:  Okay.  We're on the record.



           20             Do we have the next witness on the telephone?



           21   We do?  Okay.  Mr. Dodge?



           22             MR. DODGE:  Thank you, Mr. Chairman.



           23             For the last witness, this is US Magnesium's



           24   witness Roger Swenson who's on the telephone with your



           25   indulgence.  And thank you for that.
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            1             Mr. Swenson, can you hear me okay?



            2             THE WITNESS:  Yes, I can.



            3             MR. DODGE:  Okay.  Good.  If you'll speak up



            4   like that, I think people will be able to hear you back.



            5   Mr. Swenson --



            6             CHAIRMAN LAVAR:  Let me put him under oath.



            7             MR. DODGE:  I'm sorry.  Thank you.



            8             CHAIRMAN LAVAR:  Mr. Swenson, I'll just place



            9   you under oath.  Do you swear to tell the truth?



           10             THE WITNESS:  I do.



           11             CHAIRMAN LAVAR:  Thank you.



           12                        ROGER SWENSON,



           13               having first been duly sworn, was



           14               examined and testified as follows:



           15                      DIRECT EXAMINATION



           16   BY MR. DODGE:



           17        Q.   Mr. Swenson, would you give your full name



           18   and on whose behalf you're testifying here?



           19        A.   My name is Roger Swenson.  I work with E-Quant



           20   Consulting, and I'm testifying in this matter today



           21   on behalf of US Magnesium.



           22        Q.   And, Mr. Swenson, did you cause to be prepared



           23   and filed in this docket US Mag Exhibit 1.0, your direct



           24   testimony, US Mag Exhibit 1.0R, rebuttal testimony,



           25   and US Mag Exhibit 1.0SR surrebuttal testimony?
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            1        A.   Yes, I did.



            2        Q.   And do you have any corrections to any of that



            3   prefiled testimony?



            4        A.   No, I do not.



            5        Q.   And do you adopt that testimony as your



            6   testimony under oath here this afternoon?



            7        A.   Yes, I do.



            8             MR. DODGE:  I'd move the admission of



            9   US Mag Exhibits 1, 1R, and 1SR, Mr. Chairman.



           10             CHAIRMAN LAVAR:  Any objection from any party?



           11             MR. OLSEN:  No objection.



           12             MS. SCHMID:  No.



           13             MS. CLARK:  No objection.



           14             CHAIRMAN LAVAR:  Okay.  They'll be entered.



           15             (US Mag Exhibit 1.0, Exhibit 1.0R,



           16   Exhibit 1.0SR marked and admitted)



           17   BY MR. DODGE:



           18        Q.   Thank you.  Mr. Swenson, do you have a brief



           19   summary of your testimony?



           20        A.   Yes, I do.



           21        Q.   Would you present that now, please?



           22        A.   I believe that customers should be shown what



           23   the proposed charges will be for a period to understand



           24   the value of spending time to improve accuracy.



           25             I recommend that a year of informative feedback
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            1   be provided to customers showing what these charges could



            2   be.  I think this will create a more accurate value base



            3   driving the accuracy that customers can have and taking



            4   the time to do that will establish a better test period



            5   data for the basis for actual costs.



            6             I believe that calculations should include real



            7   data and actual costs taking into account net positions



            8   for all system gases and usage on the system.



            9             I believe it should take into account a level



           10   of baseline flexibility that the system has inherently



           11   such as line pack before initiating a calculation of



           12   costs.  I worry about shortcuts that seem easier but



           13   I don't believe will give the results that we're after



           14   in this matter.



           15             A single variable charge essentially can



           16   penalize accurate nominating customers without a cost



           17   basis.  I'm concerned about implementing rates based



           18   on a value of service and calculating the cost basis



           19   on things that may not have occurred.



           20             The best example in this matter is the assumed



           21   losses of gas on transportation that may or may not have



           22   occurred and assuming the cost for that imaginary lost



           23   gas at two times the market value of gas using the



           24   customer WACOG gas price.



           25             That's the summary of my testimony.





                                                                      232

�









            1             MR. DODGE:  Thank you, Mr. Swenson.



            2   Mr. Swenson's available for cross-examination.



            3             CHAIRMAN LAVAR:  Mr. Cook?



            4             MR. COOK:  No questions.



            5             MR. WILLIAMS:  No questions.



            6             CHAIRMAN LAVAR:  Ms. Schmid?



            7             MS. SCHMID:  No questions.



            8             CHAIRMAN LAVAR:  Mr. Olsen?



            9             MR. OLSEN:  Yeah.  I have just a couple.



           10                      CROSS-EXAMINATION



           11   BY MR. OLSEN:



           12        Q.   Can you hear me, Mr. Swenson?



           13        A.   Yes.  I'm turning my phone up just a little



           14   bit.  But let me try now.



           15        Q.   All right.  Thank you.  This is Rex Olsen.



           16   I'm the lawyer for the Office of Consumer Services.



           17             Do you have your surrebuttal testimony?



           18        A.   Yes, I do.



           19        Q.   Can I ask you to look at lines 32 through 36?



           20        A.   I've got that up.



           21        Q.   Great.  Thank you.  It appears there that



           22   you're suggesting that the Company should train less



           23   sophisticated TS customers how to forecast demand.



           24             Is that a fair assessment on that?



           25        A.   I'm sorry.  I was looking at my rebuttal
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            1   testimony.



            2        Q.   Ah.  That would do it.



            3        A.   Yes.  Now I'm looking at it.  Yeah.  What I was



            4   suggesting there, that the Company may have the better



            5   expertise to help some of these smaller individual



            6   customers learn how to forecast somewhat better.



            7        Q.   Well, who would you suggest should pay for that



            8   service?  Would that be the sales customers or the TS



            9   customers or who?



           10        A.   Well, I think the -- I think that all



           11   transportation customers pay a fixed cost fee to help



           12   cover the costs of the extra services that the Company



           13   provides.  So, I assume that those account reps could be



           14   utilized that are being paid out of those administrative



           15   charges.



           16        Q.   Well, I'd submit that might not that kind of



           17   training be better considered the responsibility of the



           18   agents who have solicited the customers?



           19        A.   I'm not sure I believe that it's the agent's



           20   responsibility.  You know, I believe it's the customer's



           21   responsibility to do it right, but I believe that the



           22   entity with probably the best knowledge about how to



           23   forecast your gas usage is the company and their experts



           24   that work with these customers for many years.



           25        Q.   I guess the final question I have on that is,
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            1   by what metric or who would determine which of these



            2   customers would lack the sophistication such that they



            3   would qualify for the services?



            4        A.   Oh.  I think if you were following my first



            5   point where I'm suggesting that I think customers should



            6   be given the feedback for some period of time to see how



            7   bad they are, we could take a look at the worst



            8   25 percent of all customers.



            9             And I think that probably providing that kind



           10   of feedback to people can change behavior in a positive



           11   way by telling people that if you're the worst person



           12   in terms of your percentage of nominations on the whole



           13   system, you know you've got something wrong.



           14             MR. OLSEN:  Okay.  I have nothing further.



           15   Thank you.  I appreciate that.



           16             THE WITNESS:  Sure.



           17             CHAIRMAN LAVAR:  Ms. Clark?



           18             MS. CLARK:  I have no questions.  Thank you.



           19             CHAIRMAN LAVAR:  Okay.  Any redirect,



           20   Mr. Dodge?



           21             MR. DODGE:  No.  Thank you, Mr. Chairman.



           22             CHAIRMAN LAVAR:  Commissioner White?



           23             MS. CLARK:  No questions.



           24             CHAIRMAN LAVAR:  Commissioner Clark?



           25             COMMISSIONER CLARK:  No questions.
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            1             CHAIRMAN LAVAR:  Thank you, Mr. Swenson.



            2   We're all finished.



            3             THE WITNESS:  Thank you very much for indulging



            4   me on the phone with testimony.  I appreciate that from



            5   the Commission and all the parties.  Thanks.



            6             CHAIRMAN LAVAR:  Any other matters that need



            7   to be addressed before we recess until the public witness



            8   hearing at five o'clock?



            9             MS. CLARK:  The only matter the Company would



           10   raise, we would request the opportunity for post-hearing



           11   briefs in lieu of closing statements.



           12             So, we would make that request.



           13             CHAIRMAN LAVAR:  Post-hearing legal brief or



           14   statement or ...



           15             MS. CLARK:  Either.  We'd like the opportunity



           16   to synthesize some of what was said here today along with



           17   the prefiled testimony to the extent that there are legal



           18   issues.  And I think a couple have been raised today.



           19             We'd like to address those in a brief or



           20   statement post hearing rather than having closing



           21   statements here tonight.



           22             CHAIRMAN LAVAR:  Do you have a proposal



           23   in terms of timeframe and whether there should be a page



           24   limit or anything like that before we go to the other



           25   parties?
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            1             MS. CLARK:  I would -- we're happy to do



            2   whatever the Commission thinks is appropriate.  I hadn't



            3   given page limits any thought, but I think a week or ten



            4   days would be plenty of time to put together what we



            5   need.



            6             CHAIRMAN LAVAR:  Okay.  Thank you.



            7             Ms. Schmid, any comment on the proposal?



            8             MS. SCHMID:  Yes, I do.  If post-hearing briefs



            9   are ordered, I believe that it would be necessary to have



           10   a copy of the transcript in hand for those briefs to be



           11   most meaningful.  So, if they are ordered, I'd suggest



           12   that the time period begin to run after the transcript



           13   is posted on the Commission's Web site.



           14             MS. CLARK:  The Company would be happen to



           15   arrange with the court reporter for an expedited



           16   transcript as well to the extent that's helpful.



           17             CHAIRMAN LAVAR:  Okay.  Thank you.



           18             Anything else, Ms. Schmid?



           19             MS. SCHMID:  I may ask for a few extra days



           20   for all of us because, yes, I'll say it on the record,



           21   I'm going on vacation.



           22             CHAIRMAN LAVAR:  Okay.  Mr. Olsen?



           23             MR. OLSEN:  I don't believe the Office feels



           24   that's necessary to have post-hearing briefs, but



           25   obviously if you direct us to do those, we will do them
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            1   and I would agree it would be helpful to have the



            2   transcript in as much as time as you deem you could



            3   reasonably provide us as we're all busy.



            4             CHAIRMAN LAVAR:  Okay.  Let me just ask one



            5   more question of these two before we go on.  And this



            6   question is for everyone to consider, though.



            7             Is there a bunch of practical distinction



            8   between the Commission ordering briefing or the



            9   Commission allowing briefing?  In a practical sense,



           10   does that make any difference?



           11             MS. SCHMID:  Only with regard to when that time



           12   period begins to run.



           13             CHAIRMAN LAVAR:  Okay.  Mr. Olsen?



           14             MR. OLSEN:  Well, I guess if it's ordered,



           15   we of course have to do it.  If it's something that is



           16   discretionary, we would decide whether as a matter of



           17   policy it was worth the time or trouble.  So, I guess



           18   that would be the distinction I would make on that.



           19             CHAIRMAN LAVAR:  Okay.  Thank you.



           20             Mr. Dodge?



           21             MR. DODGE:  And I would leave it up to the



           22   Commission whether you think post-hearing briefs would be



           23   useful or not.  I think the practice is typically not to



           24   include those other than in cases where you think it



           25   might be helpful for parties to kind of bring their
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            1   positions together in one statement.



            2             So, my view is, if the Commission thinks it



            3   would be helpful, you should request those.  If not,



            4   I think you shouldn't if you think you understand



            5   everything adequately, but we're more than happy



            6   to brief it if you think that would be helpful.



            7             CHAIRMAN LAVAR:  Thank you.



            8             MR. COOK:  I'll just reiterate Mr. Dodge's



            9   comments.



           10             CHAIRMAN LAVAR:  Okay.  Thank you.



           11             Mr. Williams?



           12             MR. WILLIAMS:  The only thing I think I would



           13   add is that if the Commission desires to have some



           14   post-hearing briefs that you may want to direct us as to



           15   what issues or should we brief a position generally.



           16   If there's something specifically that you would like us



           17   to address, I'd like some direction on that if possible.



           18             CHAIRMAN LAVAR:  Okay.  I think we should



           19   probably recess and discuss the issue, but before we do



           20   that, I'll see if Commissioner White or Commissioner



           21   Clark have any questions before we recess for a minute



           22   or two.



           23             COMMISSIONER CLARK:  I'm just thinking maybe



           24   we ought to report back at five what we decide --



           25             CHAIRMAN LAVAR:  Is everybody in the room going
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            1   to be back at five?



            2             COMMISSIONER CLARK:  -- instead of reconvening



            3   twice.



            4             CHAIRMAN LAVAR:  That makes sense.



            5             COMMISSIONER WHITE:  Good idea.



            6             CHAIRMAN LAVAR:  Okay.  Anything further, then?



            7             MS. CLARK:  No.  Thank you.



            8             CHAIRMAN LAVAR:  Okay.  We will be in recess



            9   until five o'clock.



           10             MS. SCHMID:  Thank you.



           11             (Recess taken 4:28 p.m. to 5:00 p.m.)



           12             CHAIRMAN LAVAR:  Okay.  We're back on the



           13   record, and we are we reconvened for the public witness



           14   portion of this hearing.



           15             Before we go to that, we have discussed the



           16   request for post-hearing submissions.



           17             So, we are not going to mandate any



           18   submissions, but we will accept up to, listening to the



           19   time concerns expressed, up to 15 calendar days after



           20   the hearing transcript is entered into the docket,



           21   is received and posted on the Web site.  We'll accept



           22   submissions up to 15 pages.



           23             We are not going to dictate that they have



           24   to be submitted or whether they are briefs or statements



           25   or comments.  And we don't have any issues that we're
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            1   specifically requesting to be addressed.  So, that's



            2   going to be in each party's discretion on what to do.



            3             Are there any questions about that process?



            4             (No verbal response)



            5             CHAIRMAN LAVAR:  And if any party wants



            6   to work out with the court reporter to expedite the



            7   process for getting that transcript, would you have



            8   information here today to give to someone?



            9             (Affirmative response by the court reporter)



           10             CHAIRMAN LAVAR:  Any questions about that?



           11             MS. CLARK:  No.  Thank you.



           12             CHAIRMAN LAVAR:  Okay.  Does anyone have a



           13   sign-in sheet for public comment?



           14             (Discussion off the record)



           15             CHAIRMAN LAVAR:  So far we're not aware of



           16   anyone?  Okay.  Well, why don't we give it -- okay.



           17             We're still at zero?



           18             (Affirmative response)



           19             CHAIRMAN LAVAR:  Okay.  Well, then what I would



           20   propose, to avoid us sitting here uncomfortably looking



           21   at everyone in the room, is that we would adjourn until



           22   the earlier of either someone -- and we'll have someone



           23   checking in here to see if someone does show up.



           24             So, if someone shows up, we'll come back



           25   immediately.  This was noticed up that anyone who wanted
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            1   to speak needed to be here by five-thirty and we would



            2   accommodate anyone who arrived by five-thirty.  That was



            3   on the scheduling notice.



            4             So, we would propose to re-adjourn at the



            5   earlier of someone arriving to provide public comment



            6   or five-thirty.  Any objection to that?



            7             (No verbal response)



            8             CHAIRMAN LAVAR:  Okay.  We're in adjournment



            9   until the earlier of those two times.



           10             MS. SCHMID:  Thank you.



           11             (Recess taken 5:02 p.m. to 5:32 p.m.)



           12             CHAIRMAN LAVAR:  Okay.  We're back on the



           13   record.  I'll ask Mr. Olsen.



           14             Can we confirm that no one has made an



           15   appearance to make public comment?



           16             MR. OLSEN:  No one has contacted our office.



           17   So, I guess no one's here.



           18             CHAIRMAN LAVAR:  Okay.  Thank you.



           19             If there's nothing further from anyone,



           20   then we're in adjournment.  Thank you.



           21             MS. CLARK:  Thank you.



           22             MS. SCHMID:  Thank you.



           23             (Proceedings concluded at or about 5:32 p.m.)



           24



           25
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