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PROCEEDI NGS

CHAI RVAN LAVAR: Ckay. Good nor ni ng.

This is the tinme and place for the hearing
in the Matter of the Application of Questar Gas Conpany
to Make Tariff Mdifications to Charge Transportation
Custoners for use of Supplier-Non-Gas Services.

This is Public Service Conm ssion Docket Nunber
14-057-31. |'mThad Lavar. To ny right is Comm ssioner
David Clark and to ny left is Conm ssioner Jordan Wite.
W wel come Jordan Wiite to the Commission. This is his
first hearing since his appointnent. So, we're thrilled
to have himjoining us in this new capacity.

We have a few prelimnary matters to deal with
but we'll take appearances first.

And | woul d also note, the court reporter has
rem nded ne to ask everyone to do their best to speak
slowy so we can get an accurate and good record of this
proceedi ng today. So, I'll pass that on

W'l start with appearances fromthe
appl i cant.

MS. CLARK: Thank you. M nane is Jenniffer
Clark. I'mthe attorney for Questar Gas Conpany. And
have with ne a nunber of people. The two that you wll
be speaking with today are the wi tnesses from whom you' ve

seen testinmony. To nmy right is M. WIIliam Schwarzenbach

Litigation Services | 800-330-1112
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and to his right is Kelly Mendenhall.

M5. SCHM D: Good nmorning. Patricia E. Schm d
with the Attorney General's Ofice on behalf of the
Division of Public Utilities. The Division's w tness
Dougl as D. Wieelwight is here today and is seated
on ny left.

MR. OLSEN. Rex O son on behalf of the Ofice
of Consuner Services. And we will have two w tnesses
today, Gavin Mangel son who has submtted testinony and
Jerome Merzwa who is sitting on ny right.

CHAI RVAN LAVAR:  Thank you.

MR DODGE: Gary Dodge on behal f of UAE as well
as CIMA and US Magnesium We have all the w tnesses that
have appeared for those wtnesses in the room-- that
w |l attend and testify personally.

And we' ve requested that Roger Swenson
on behal f of US Magnesium be allowed to testify
tel ephonically. And I've nentioned this to staff for the
Conmmi ssion. But he's available either any tinme between
four and five this afternoon or anytinme tonorrow norning
if this goes into tonorrow. W woul d request that he be
allowed to testify by phone at one of those tines.

CHAl RVAN LAVAR: Ckay. Thank you.

MR COOK: Jereny Cook on behalf of Nucor State

of Utah. W have the sane w t nesses.
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1 THE HEARI NG OFFI CER  Ckay.

2 MR WLLIAVS: Larry WIlianms on behal f of

3 Summt Energy. Mke McCQuire (sic) is here with us today
4  also.

5 MR. COLSEN. Excuse ne.

6 Is that McQuire or MGarvey?

7 MR WLLIAMS: |'msorry. MGarvey.

8 CHAI RVAN LAVAR: (Ckay. Thank you.

9 Qur next matter is the pending notion. W have
10 a notion fromthe O fice of Consunmer Services, and we

11  have responses to that nmotion filed by the Division of

12 Public Uilities and Questar Gas.

13 We'l| take a brief nonent if the parties desire
14 to comment further on what they have submtted on the

15 nmotion. And as we do that, | want to start out with one
16 question to M. O sen.

17 You cited an adm nistrative rule that supports
18 the policy of avoiding unnecessary cross-examn nation.

19 Are you aware of any other statutes or rules
20 nore specifically on point to this matter?
21 MR COLSEN. | amnot, Conm ssioner. And that
22 is part of the conundrum W don't really have any --
23 | couldn't find anything in either the rules or a
24  applicable statute regarding -- the way this hearing nust
25 be undertaken. It's sinply a matter of the nornal

Litigation Services | 800-330-1112
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procedures the conm ssions typically undertake.

CHAI RVAN LAVAR: (Ckay. Do you have anything
el se you want to add to your notion?

MR. CLSEN. No, Your Honor. | think it speaks
for itself.

CHAl RVAN LAVAR  Ckay.

Ms. O ark, do you have --

MS. CLARK: The Conpany would just rely on what
was submtted in its pleading and has nothing to add.
Thank you.

CHAI RVAN LAVAR: (Ckay. Ms. Schm d?

M5. SCHM D: The Division, too, will rely upon
what is stated in its pleading.

CHAI RVAN LAVAR: Ckay. Thank you.

M. WIlians?

MR WLLIAMS:  Yes.

CHAl RVAN LAVAR.  Wbuld you like to add anynore

to the response we received yesterday?

MR WLLIAMS: | did submt a response
yesterday. | think that it fairly clearly states our
argunent. | do want to make a point of one m stake that

| did make which was the date on that.
On that | actually put today's date on there
by m stake when it was actually filed yesterday.

CHAl RVAN LAVAR (Okay. Do either M. Dodge

Litigation Services | 800-330-1112
www. | i tigationservices.com
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1 or -- and I'msorry. | didn't wite your nanme down when
2 you saidit.
3 MR COOK: Jereny Cook.
4 CHAI RVAN LAVAR:  Jeremny Cook. Ckay.
5 Do either of you have any comment on the
6 pending notion?
7 MR DODGE: If | mght -- and you know ne.
8 | can't -- | can't pass up an opportunity to talk.
9 | guess | 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 Conm ssion neans 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 reqgular basis. And this was a very unusual scheduling
15 order in that it went Conpany and intervenors, then
16 Division and Ofice and then rebuttal and surrebuttal.
17 It may behoove us in the future as | know in
18 some scheduling orders this Comm ssion has done in the
19 past to actually state, response to testinony filed on
20 this date is due, responsive testinony filed on that date
21 is due as opposed to just using the word "surrebuttal"
22 and "rebuttal" because | 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 testinony. So, | think it's easy to see the m stake and

Litigation Services | 800-330-1112
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I think the Comm ssion ought to recognize that those that

don't practice here all the tinme may not have understood
the order they were supposed to go in.

CHAI RVAN LAVAR  Thank you.

MR COLSEN. Conmm ssioner, if I may. | just had
one thing. The Ofice did not mean to repute any kind of
il motive to M. MGarvey. It was sinply the result of
how he did some things that created the problem for us.

CHAl RVAN LAVAR. M. Cook, did you have
anything else to add?

MR COOK: | don't have anything, Conm ssioner.

MR WLLIAVS: Let ne just respond rea
qui ckly. We believe that we actually followed the order
as it was witten as | stated in the brief.

Very specifically, I went back to | ook at the
order to nake sure that what the order actually said is
what it -- what we did. And we do believe that we
followed the order as it was witten

CHAI RMAN LAVAR: Let ne just see if we need a
nmoment to deliberate.

(Di scussion off the record)

CHAl RVAN LAVAR. We're going to deny the notion
to strike. The filing of witten testinony certainly
I nproves the efficiency and the process that we use to

get through our hearings.

Litigation Services | 800-330-1112
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We don't see this issue as one that is a |l ega

basis for the exclusion of evidence in this hearing.

However, we recogni ze the issues raised by
those who raised the objections. And so, what we're
going to allowis the applicant, the Division, and the
O fice may have any of their w tnesses address the issues
raised in M. MGrvey's surrebuttal either during their
presentations or if any of those three parties want to
recall a witness followng M. MGarvey, we'll allow
that. And that's the way we'll nove forward on this
I ssue. Thank you.

MR. OLSEN. Thank you

MS. SCHM D:  Thank you.

CHAI RVAN LAVAR:  The only other clearing matter
['maware of is order of presentations and order of
Cross-exam nati ons.

It seens there m ght be sone benefit in this
case in the interest of keeping parties with simlar
positions presenting and cross-exam ning consequentially
to have the order of presentations be the applicant first
then the Ofice of Consuner Services then the Division of
Public Utilities.

And then we al so need to deal w th what order
the other intervenors will go in, but wth respect to

this matter, are there any thoughts or objections to that

Litigation Services | 800-330-1112
www. | i tigationservices.com
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order of presentation?

MR COLSEN. We'll be happy to conmply with that.

MS. SCHMD: The Divisionis fine wwith it as
wel | .

CHAI RVAN LAVAR  Okay. M. Dodge,

M. WIlianms, and M. Cook, in terms of order of
presentation for the other intervening parties --

You nentioned you have one on the phone with
sonme tine limtations.

Are there any other preferences with respect
to order of presentation?

MR DODGE: | don't think in particular
| think we're prepared to go in any order. There are
sone schedul i ng consi derations anong the w tnesses
at this table, for the parties at this table.

And so, it'll depend a little on where we are
and whether we're going to finish today or nove into
tonorrow. But if we may, we would [ et you know as we get
alittle further in in exactly which order.

It's likely that we will start with either
M. MGarvey or M. Medura and then again fit M. Swenson
in when we can on the phone and then M. Fishman and then
M. Hggins and in perhaps that order.

But again, scheduling considerations may shift

one or nore of those around.

Litigation Services | 800-330-1112
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1 CHAI RVAN LAVAR:  Ckay. Well, when we get to
2 that point, then I'Il just turn to the three of you and
3 see where we are.

4 MR DODGE: In ternms of cross-exam nation

5 | assune we'll just go down the table, but if either of
6 themwants to go first, |I'mhappy to allow that, too.

7 CHAI RMAN LAVAR: |s that anenable to all three
8 of you?

9 (No objections expressed)

10 CHAl RMAN LAVAR  (kay. Any other prelimnary
11 matters that we've m ssed?

12 (No verbal response)

13 CHAI RVAN LAVAR:  (Okay. Ms. dark, you may cal
14 your first wtness.

15 MS. CLARK: Thank you. The Conpany woul d cal
16 Kelly B. Mendenhall as its first wtness.

17 CHAI RVAN LAVAR. M. Mendenhall, do you swear
18 to tell the truth?

19 THE W TNESS:  Yes.
20 CHAI RVAN LAVAR.  Thank you.
21 KELLY MENDENHALL
22 having first been duly sworn, was
23 exam ned and testified as follows:
24 DI RECT EXAM NATI ON
25 BY M5. CLARK:

Litigation Services | 800-330-1112
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Q M. Mendenhal I, woul d you pl ease state your

full name and your business address for the record?

A Yes. |I'mKelly B. Mendenhall, and I work for
Questar Gas Conpany at 333 South State Street, Salt Lake
Cty, Uah.

Q What position do you hold with the conpany?

A I'mthe director or regulatory affairs.

Q M. Mendenhall, | want to direct your attention
to the testinony you filed in this matter, Questar Gas
Conpany Exhibit 1.0, the Direct Testinony of Kelly
Mendenhal | with attached Exhibits 1.1 through 1.4,

And that was filed on Decenber 18th, 2014:

Questar Gas Conpany Exhibit 1.0R, the Rebuttal
Testinmony of Kelly B. Mendenhall wth attached
Exhibits 1. 1R that was filed on July 31st, 2015;

And Questar Gas Company Exhibit 1.0SR, the
Surrebuttal Testinony of Kelly B. Mendenhall with an
attached Exhibit 1.1SR filed on August 14th, 2015.

Are you famliar with these docunents?

A Yes.

Q Were they prepared by you or under your
di rection?

A Yes, they were.

Q If you were asked the questions contained in

that testinmony today, would the responses be the sane?

Litigation Services | 800-330-1112
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A Yes.

MS. CLARK: The Conpany woul d nove for the
adm ssion of the docunents identified.

CHAI RVAN LAVAR: |s there any objection to that
adm ssion of the direct, rebuttal, and surrebuttal
testinmony of M. Mendenhall? M. dsen?

MR. OLSEN: No objection.

CHAl RVAN LAVAR  Ms. Schm d?

M5. SCHM D: No objection.

MR. DODGE: No objections.

CHAI RVAN LAVAR: (Ckay. It's admtted.

Thank you.

(QGC Exhibit 1.0, QGC Exhibit 1.0R

QCC Exhibit 1.0SK marked and adm tted)
BY M5. CLARK

Q Thank you. M. Mendenhall, can you pl ease
summari ze the contents of your testinmony and the relief
the conpany is seeking in this matter?

A Sure. There are two objectives the conpany
Is trying to acconplish in this docket.

First, the conpany seeks to assign cost to
transportation custoners for the upstream bal anci ng
services they use on the systemthat are currently being
paid for by sales custoners.

Second, the conpany seeks to incent custoners

Litigation Services | 800-330-1112
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and their agents to inprove their daily nom nations.

The Conpany has proposed a transportati on and bal ance
charge that wll charge custonmers for the services they
use and it should give thema financial incentive to nore
accurately make daily nom nati ons.

In nmy direct testinony, | determ ned that
transportation custoners use Questar (Gas's upstream
transportation, no notice and storage contracts to renedy
daily inbal ances and that the cost of those services
amounted to 1.7 mllion.

The 1.7 mllion in costs that was cal cul ated
in ny testinony was supported by the Ofice and the
Division. M. Higgins disagreed with the calcul ation
asserting that an inbal ance charge should be assessed
only after certain adjustnents have been nade.

As a result, the proposed adjustnents would
reduce the overall anpunt that the transportation
custoners woul d be charged.

The result of these adjustnents reduces the
cal cul ated cost of these services by 80 percent from
1.7 mllion to 337, 000.

If these adjustnents are accepted, it wll
result in transportation custonmers not paying for all
of the cost of the services that they use.

The first adjustnent is the issue of upstream

Litigation Services | 800-330-1112
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transportation and fuel.

On any given day, transportation custoners wll
ei ther be over delivered or under delivered. In the case
of an over delivery, there will be excess gas at the
city gate and the transportation customers will rely
on the upstreamtransportation contract of the sales
custoners to absorb that excess gas.

In the case of an under delivery, not enough
gas W Il be delivered to neet the needs of custoners on a
gi ven day and additional gas nust be delivered to the
city gate using the upstreamtransportation contract of
Questar Gas.

In both the case of an under delivery and an
over delivery, Questar Gas nust use its upstream
transportation contract to renedy the inbal ance.

Thus, it is appropriate to include this cost
in the rate cal cul ation.

The next issue is the adjustment to net
transportation customer volumes with the sal es custoner
vol unes. Sone intervenors argue that on days when
transportation custoner inbalances and sal es custoner
I mbal ances are netted, the transportation vol une and
bal ances shoul d be reduced because the upstream services
aren't physically being used.

| disagree with this approach because Questar
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Gas is still providing a service to transportation

custoners by managi ng their inbal ance.

Whet her Questar Gas uses its upstream service
contracts or offsets the transportation custoner
I mbal ances using sal es vol unes, the transportation
custoner i nbal ances have been elimnated for the day
and transportation customers should be required to pay
for that service. This is consistent with the way
Iinterstate pipeline rates are cal cul at ed.

The | ast major rate issue of disagreenent
is the issue of a line pack. M. Hggins and M. Swenson
argue that the systemhas a certain level of flexibility
due to line pack and | have not nade sone sort of
adjustment for this flexibility in my cal cul ation.

Questar Gas does not have a substantial anount
of line pack on its system No evidence has been
provi ded by any witness that there is five percent |ine
back on the system

For accounting purposes, there is no |ine pack
cost included on the conpany's books and for regul atory
purposes there is no line pack included in the rate base.

On the pipeline side, when Questar Gas has an
I mhal ance, that entire inbalance is renedied by the
upstreamtransportati on, no-notice transportation, and

storage services.
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The pipeline does not allow a five percent

tol erance before these services are used. Thus, if this
adj ustment were allowed, the first five percent of

I mbal ance vol unes used by transportati on custoners woul d
continue to be subsidized by sal es custoners.

An issue that was raised by M. MGrvey and
M. Medura was the use of market price gas versus the
wei ght ed average cost of gas to calculate the fuel gas
rei mbur senent.

In this case | used the weighted average cost
of gas because it represents the actual cost of fuel that
sal es custoners pay. Any charge other than the WACOG
rate would not correctly reflect this actual cost.

There is also a difference in opinion on how
the rates shoul d be assessed. The Conpany proposes that
the rate be directly assessed to each custoner on the
vol umes outside of a five percent inbalance tolerance.

This five percent tolerance cane from feedback
t he Conpany received from working groups.

The proposal from sone of the other parties is
that a flat rate should be used. Wile the flat rate is
easier to assess and understand, it will not change
customers' behavi or.

The conpany has concerns that incorrect daily

nom nations could | ead to operational issues and lead to
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hi gher penalties for transportation custoners if supply

curtail ments occur.

When consi dering custoner behavior, the direct
assessment is the better option because it will send a
price signal to custoners when they are out of bal ance.

Sone additional issues have been raised in this
proceeding that | will brief address in this sunmary
i ncluding the argument an additional workgroup is
necessary to sol ve these issues.

At the beginning of this docket, a scheduling
conference was held and all parties were present.

A rather lengthy schedule was set that allowed for
di scovery and for the parties to explain their points of
view. That process will conclude with these hearings.

The Conpany has confidence in the regulatory
process. And there is enough evidence on the record
for the Conm ssion to nake a deci sion.

The di sagreenent of whether custoners shoul d be
required to nomnate accurately on a daily basis is a
particularly contentious issue the parties have been
trying to resolve for over two years now.

A Comm ssion directive on this issue in
particular will give parties some clarity going forward.

Wiile the issue of aggregation has been briefly

raised in this case, there is no proposal before the
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Conmmi ssion that clearly explains howthe rate will be

cal cul ated or assessed.

| have al ready aggregated the transportation
volumes in the calculation of the rate and aggregating
them again during the assessnent of the rate would result
i n doubl e counting and conti nued free bal anci ng services
for transportation custoners.

Some intervenors have al so brought up the issue
of additional netering. There are two types of
transportation custonmers on a Questar Gas system

We have industrial custoners who use natural
gas for processes and weat her-sensitive custonmers who use
natural gas for space heat.

In the case of an industrial customer, nost of
t hem probably know how nuch gas their process is used and
usage estimation is possible without realtime nonitoring.

For the weather-sensitive custoners, realtine
nonitoring won't help predict what the weather will be
t he next day.

In both cases, it is unlikely that investing in
expensive nmeasurable data will help greatly inprove
nom nati ons.

As a review of the data in Q3C Exhibit 1.3
shows, currently nost custoners change their nom nations

weekly or nonthly.
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A review of the data indicates that a better

solution for inproved nom nations would be for custoners
and their agents to nomnate on a daily basis rather than
make additional investnments on realtine nmeasuring
equi pnent .

There's been di scussi on about the five percent
I nbal ance tol erance that the conpany has proposed. This
Is consistent with the daily tolerance Iimts already
outlined in the tariff and the higher tol erance anount
wll result in custoners not paying for the upstream
bal anci ng services they use.

That summarized what | believe to be the major
I ssues in the case.

The Conpany respectfully asks the Conm ssion
to find that the assessnent of a transportation inbal ance
charge to transportation custoners is just and reasonabl e
and in the public interest and to accept the conpany's
rate desi gn proposal

MS. CLARK: M. Mendenhall is available for
Cross-exam nati on.

CHAI RMAN LAVAR:  Thank you. M. d sen?

MR OLSEN: No cross.

CHAI RVAN LAVAR. Ms. Schm d?

CROSS- EXAM NATI ON

BY MS. SCHM D
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1 Q Yes. Good norning. rage 2
2 A Good nor ni ng.

3 M5. SCHMD: | have sone questions about the

4 existing tariff provision that has the plus or mnus five
5 percent basis init.

6 To assist in ny questioning, may | approach the
7 witness and hand out copies of this tariff provision?

8 CHAI RVAN LAVAR:  Yes.

9 BY M5. SCHM D

10 Q M. Mendenhal |, will you accept subject to

11  check that what | have handed you is tariff provisions

12 taken directly fromthe Questar.com Wb site for

13  Questar @As?

14 A Yes.

15 M5. SCHM D: Thank you. Could we please mark
16 this DPU Cross [Exhibit-17?

17 CHAI RVAN LAVAR  Any objection to entering this
18 as an exhibit?

19 MS. CLARK: No. Thank you.

20 (DPU Cross Exhibit 1 marked and adm tted)

21 MR OLSEN. Is there a copy that we m ght have?
22 BY M5. SCHM D

23 Q Yes. Sorry. W've talked a little bit about
24  transportation custoners and about Questar Gas's firm

25 sales service custoners.

Litigation Services | 800-330-1112
www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG PROCEEDI NGS DOCKET NO. 14-057-31 - 08/26/ 2015

Page 26

1 Wth regard to those firm sal es custoners,

2 what does Questar Gas do when a plus or mnus tol erance
3 level is inposed?

4 A Are you tal king about sales customers or

5 transportation custoners?

6 Q Sal es custoners. What does Questar do for its
7 own sales custoners when there is a plus or mnus five

8 percent inbal ance inposed?

9 A Wl l, Questar Gas has purchased services

10 to help balance the -- or take care, to renedy the

11 i nbal ances of sal es custoners.

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

13 mnus five percent tolerance, it's on transportation

14  custoners 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 upstreamtransportation and storage
20 services on a firmbasis for these custoners to help
21  manage those inbal ances.
22 That's a high-level answer. [If you want to get
23 into nore detail, | would refer you to M. Schwarzenbach
24  because he's the expert on that subject.
25 Q | m ght be brave enough to go there.
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1 How of ten has Questar Gas inposed that plus or
2 mnus five percent tolerance |evel upon transportation
3 custoners in the |last year?
4 A Are you tal king about putting themon a
5 restriction?
6 Q Yes.
7 A | -- | cannot give you a nunber. | wll tel
8 you it's probably increased over the |ast couple of years
9 nore than it has been in the past.
10 Q Can you recall if, when it has been inposed it
11  has been inposed on a nonthly or a daily basis?
12 A It's been inposed on a daily basis with the
13 custoners being allowed to trade their inbal ances 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 Conpany incurs fees,
17 charges or costs as a result of the transportation
18 of a custoner's gas to the Conpany's distribution
19 system by an upstream pi peline the Conpany w | |
20 provide a statenent of such charges or costs.
21 "The custonmer will reinburse the Conpany for
22 all fees, charges or costs associated with such
23 transportation.”
24 Did | read that correctly?
25 A | think you did.
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Q How of ten has the conpany i nposed rei mbursenent

requi rements on customers pursuant to 5.017?

A We haven't. That's one of the main purposes
of this docket is to start instituting sone kind of a
charge for those services that are used.

Q It seems like this matter has been under
di scussion for quite sone tine.

A Yes.

Q In connection with that, do you recall neeting
wth the transportation custoners during the first half
of 2014 about i nbal ances?

A Yes.

Q Isn"t it true that as a result of those
nmeetings, what Questar |earned influenced the Conpany's
proposal in this docunent?

A Absol utely. Yeah. |In fact, in those neetings,
well, even in all three of those neetings we tal ked about
this charge. W proposed a few different options to the
custoners, and based on sone of their feedback, that's --
we used that feedback to develop this rate.

Q But despite the fact that you | earned
information fromthose neetings that influenced your
deci sions and your proposal, you don't want to pursue
a workgroup; is that right?

A That's right.
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1 Q Wien t he Conpany inposes what |'ll call aﬁa ecfg
2 operational flow order, when is that triggered?

3 A Vel l, so, an operational flow order is also

4 called a daily restriction just so you know. W'l|

5 probably use those terns interchangeably.

6 And once again, I'mgoing to give you a very

7 high-level answer, and you can ask M. Schwarzenbach for
8 the actual details because he's the one who issues those
9 OFCs. But it would be -- and the way, if you read in the
10 tariff, it's any tinme there is an operational or a supply
11 concern, Questar Gas has the ability to issue one of

12 those OFGCs or daily restrictions.

13 Q And the tolerance |evel that pronpts an

14  issuance of an OFOis plus or mnus five percent?

15 A | know OFO can be -- it could be plus or mnus
16 five percent. It can be zero percent. It can be ten

17  percent packing, zero percent drafting. | nean, it just
18 depends on the operational situation that the conpany's
19 in. So, yeah, it's not just set at plus or mnus 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. |'mgiving
24 thema tolerance of five percent on the transportation

25 inbal ance charge.
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1 So, for -- | mean, the assunption here ispf gtBO
2 they're using the services every day. And as |ong as

3 they maintain their inmbalance within plus or mnus 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 tal ked about the working
7 group. That seemed to be nore palatable to the custoners
8 that we discussed this with

9 And so, we did that kind of as a conprom se.

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

11 some incentive to try and get their nomnations in

12  bal ance.

13 MS. SCHM D:  Thank you.

14 CHAI RVAN LAVAR Is that all, M. Schm d?

15 M5. SCHM D:  Yes.

16 CHAl RVAN LAVAR (Ckay. M. Dodge?

17 CROSS- EXAM NATI ON

18 BY MR DODGE

19 Q Thank you, M. Chairnman.

20 Good norning, M. Mendenhall

21 A Good nor ni ng.

22 Q W don't have the pleasure it seens of regular
23  Questar proceedings in this Comm ssion anynore. |t seens
24 like they're fairly sporadic. So, | think it's inportant
25 for us to nmake sure we all understand what we're talking
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1 about. 1'mgoing to ask you sone relatively basic

2 questions and hope that you can hel p.

3 A G eat.

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

5 about here charging transportation custoners for --

6 A Yes.

7 Q -- are upstream neani ng Questar Pipeline, your
8 upstreamaffiliate; right?

9 It's services on that part of the pipeline

10 in the formof 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 pi peline, Questar Pipeline, to help

14  remedy the inbal ances of sal es custoners.

15 Q Correct. And all of those services were

16  purchased exclusively 100 percent for the sales

17 custoners; correct?

18 A Correct. And they are being used sonetines
19 by the transportati on custoners.
20 Q You have not at any point identified an
21 i ncremental anount of upstream services that you need
22 to purchase or will purchase for your transportation
23 custoners; correct? |s that correct?
24 A Yes, because the way | proposed this, it would
25 be -- the rate would be available to or the services
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woul d be available to transportation custoners on an

interruptibl e basis.

So, yes, we've created a volunetric
rei mbursenent charge to the sales custoners and we will
not go out and purchase additional service with the
transportation custoners.

Q And that maybe lie in contrast to sone
utilities who actually purchase transportation, either
firmor interruptible, and upstream bal anci ng and
no-noti ce services on behalf of their transportation

custonmers. Are you famliar with any utilities that

do that?

A | am not, no.

Q If there were no transportation custoners
on your system you'd still buy the exact anount of

upstream firm services for your GS custoners; correct?

A Correct.

Q If there were only transportation custoners
on your pipeline, if you were only a distribution conpany
and not a gas sal es conpany, you would buy no upstream
services; correct?

A. Well, so, there's two ways to nanage i nbal ances
on the system And |I'mnot an expert, so if you want to
get into details, you can ask M. Schwarzenbach

But ultimately the gas has to be bal anced
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sonehow. So, if there were only transportation custoners

on the system you'd have two options.

One woul d be to go out and purchase those
services. The other would be to physically control the
amount of gas that they're using. So, to nonitor their
usage and when they're short, you call themup and say,
you need to go out and buy nore gas.

And if they kept burning, you actually
physi cally reduce the anmobunt of gas that they use.

So, Questar Gas hasn't actually gone out and
tried to figure out what we would do in that situation,
but those would be the two options avail abl e at | east
from nmy understandi ng.

Q Just so you understand, and | can raise this
wth M. Schwarzenbach, but are you famliar with the
data response that he made to OCS 3. 10 when he was asked,
if you had only transportati on custoners, would you buy
upstream services and he said there woul d be no need
but we m ght have nore restrictions?

Does that sound about right?

A | believe | read that data request.

Q Ckay. So, assuming M. Schwarzenbach is
correct, you wouldn't buy these services if you only had
transportation, but there may be other restrictions you'd

have to deal with; right?
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A. Correct.

Q Is it a fair statement to say that
transportation custoners have never asked you to go buy
upstream bal anci ng services or transportation or other
services on their behal f?

A Yes. But they have used them

Q So, this case, then, in your mnd turns on use,
not on your traditional cost incurrence, cost causation
type allocation of cost; is that a fair statenent?

A VWll ny rate is based on typical pipeline rate
design principles. So, | think it is cost based.

We're proposing to charge transportation custoners for
the cost that they would be paying if they were going out
on Questar Pipeline and using the sane services.

Q Whi ch they' ve never asked for?

A Correct.

Q So, and again, no increnmental costs.

And normal ly, in regulatory proceedings,
we're allocating cost based on who causes the cost
to be incurred; correct?

A Well, there would be increnmental costs. In a
| ot of cases when Questar Gas uses its contracts either
at the basin or on the transportation contract, you've
got fuel. You've got injection/wthdrawal costs. Those

are actually increnental costs that are being paid
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1 Dbecause of those inbal ances. rage S5
2 Q Vell, we can tal k about that later, but in

3 terns of you buying the services, you' ve testified you

4 would buy all of the sane services regardl ess of

5 transportation costs?

6 A Correct.

7 Q So, we're addressing this froma slightly

8 different perspective than we're used to in this

9 Conmssion; right? W're talking about the value or the
10 use of services never asked for but provided by the

11  utility. 1Is that a fair statenment?

12 A. Wll, innm viewthe value and the cost are the
13 same. | nmean, we've got sonmeone using services. And

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

15 services to that custonmer to reinburse the sales

16 custoners for the services that the transportation

17  custoner is using.

18 MR DODGE: And we'll go into that in a mnute.
19 I'mgoing to ask the Commission if | mght have an
20 indulgence. | think because this is an issue that we
21 don't deal with very often before the Comm ssion, |I'd
22 like to apply ny very poor artistic talents and do a
23 little graph on a chart with the chairman's perm ssion --
24 CHAI RVAN LAVAR:  Yes.
25 MR DODGE: -- and then ask M. Mendenhal |l a
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few questions about it. And subject to your direction,

M. Chairman, | would think that maybe right here would
be the | east

MS. CLARK: |If you could nove it a tiny bit
back so M. Schwarzenbach and | could see as well.

MR, DODGE: (kay. Does that work for
everybody?

(No verbal response)

BY MR DODCE
Q | think it's inportant for us all to understand
what we're tal king about, M. Mendenhall. [|'mjust going

to draw a very sinplistic drawing of the Questar
Pi peline, Questar Gas system and tal k about the services
we' re di scussing?

And |'mgoing to start up here and I"'mgoing to
simplify your systemdramatically and say that there are
three groups of custoners; transportation custoner one,
transportation custoner two, and Questar Gas; okay?

Each of those secures gas in the field, and |
won't draw the upstreamgas comng in, but they, each of
them then nom nates a volune of gas in the Questar
Pi peline; correct?

A Correct.
Q And over here I'mgoing to draw Cl ay Basin just

to represent your storage rights.
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A. Correct.

Q Then Questar Pipeline delivers the gas
delivered to it and Questar Gas Conpany; correct?

A Correct.

Q And then Questar Gas Conpany delivers the gas
delivered to it down to the actual burner tips for

custonmers T-1, T-2, and here there are 900,000; right --

A Ri ght.

Q -- to the QGC sales custonmer. Sorry. | don't
wite very well. Oay. Now, |I'mgoing to make up sone
nunbers to kind of illustrate the next question | wanted
to ask you. Let's assune on a given day that -- and |'m

going to make up units that nake no sense but there are
easy to deal wth.

Let's assune on a given day Questar Gas Conpany
nom nates 100 units of gas and transportation custoner
one nom nates 15 and two nom nates 35 for a collective
nom nation into the Questar Pipeline systemfor delivery
to Questar Gas of 150 units; okay?

A Ckay.

Q Let's assune that all that gas shows up and
there are no restrictions down the pipeline, so it al
shows up at the city gates; okay?

On any given day, what these custoners burn

Is going to be different fromthat every day; right?
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A That's right.

Q And let's pretend for this purpose that
transportation custoner one burns only 13 of the 15 that
it nomnated nmeaning there's a surplus in the system of
two, a two-unit over delivery or inbalance; right?

A Ri ght.

Q And 1'mgoing to round, but that's roughly a
13 percent over delivery for that particular customner.
T-2, let's say it delivers 34 or it burns 34 of the 35
that it nomnated | eaving a one unit -- or, excuse ne,

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

Let's say the Questar Gas custoners
col l ectively burn 93 of the hundred units leaving a
seven. On this day we're saying everyone was over
delivering. W all used |ess than we expected to use.
So, it's a plus seven over delivery which again is
roughly 70 percent for Questar Gas.

As | understand it, what you're telling us is
that because Questar Pipeline -- excuse ne, Questar Gas
Conpany has bought services on Questar Pipeline in the
formof no-notice service, firmtransportation, and
storage, because of that -- | forgot to add -- these add
up over here to 140; okay?

A Ckay.

Q Meaning there's a plus ten delivery. There's a
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ten-unit inbal ance; right?

A Ri ght.

Q And as | understand what you've expl ai ned,
because you have no notice, you collect all ten of these.
You take all ten of these, not just the seven that
Questar Gas burned but all ten and you subtract it.

There's an automatic after-the-fact subtraction
from Questar's nomi nations meaning that its nom nations
are adjusted to 90 and those ten are consi dered deposited
into Cay Basin.

A | believe that is correct.

Q So, what you're saying is you've actually not
only cured the inbal ance of Questar Gas Conpany's
GS custoners but the three-unit over delivery of the
transportation custoners so that now, getting themto
this point, there is a balance in the system right?

A Wth a bal ance of ten?

Q Yeah. Now that you've subtracted ten out and
your nom nation's gone to 90, now this is in balance
in total?

A Correct.

Q Now, it's inportant | think to understand,
we're not tal king about who paid for this gas or who's
going to ultimately use it; right? There's ten

dekat herns, whatever you want to use. There's ten units
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of gas that got delivered to the system -- rage 20
A R ght.
Q -- that didn't get burned.
A Ri ght.

Q And soneone paid for it. And you' ve put them
here into Cay Basin at |east through this automatic
after-the-fact adjustnent.

But we're not tal king about the value of the
gas; right? 1In other words, these custoners all still
I ncluding Questar, have to deal with the gas they paid
for and didn't use through a nonthly comodity --

A Ri ght .

Q -- bal ance?

A So, by the end of the nmonth, all of that gas
woul d be paid back, the two on the one and the one on the
other and it would all be trued up to zero.

What we're tal king about is the upstream
services that are being used.

Q Right. This guy's job would be sonetine during
the nonth to under deliver one unit if this was the
only --

A Ri ght .

Q -- inbalance it had so that by the end of the
nmonth, it's at least wwthin a five percent tolerance

on Questar Gas and on Questar Pipeline; right?

Litigation Services | 800-330-1112
www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG PROCEEDI NGS DOCKET NO. 14-057-31 - 08/26/ 2015

© 00 ~N oo o b~ w N Bk

O R N R O R S T N N e e o N N N
g A W N P O © W N O o M W N PP O

Page 41
A Correct.

Q That needs to be run. But what we're talking
about is not that, not the value of the gas or the
nmont hly conmodity bal anci ng but rather the pressure
I ssue, right, of who's delivering what and keeping these
in balance; right?

A R ght.

Q Ckay. Now, |'mgoing to cone back to that but
"Il sit back down for just a nonent and cone back to it
inamnute with sone nore questions.

You' ve indicated that in your view, and you

said it here on the stand as well as in your testinony,
that in this case, that the value of these services that

we' ve just described, this daily bal ancing of deliveries

and burn, if you will, is the same as its cost; right?
A Correct.
Q Isn"t it a fair statenent that that is in fact

true as to the GS custoners? |In other words, for a GS
custoner, you've decided, and | don't think anyone's
challenged it, your GS custoners won't tolerate any Kkind
of interruption or inmbalance or pressure problens or
whatever. And so, they're willing to pay for these
expensi ve services.

And they are somewhat expensive, right, the

upstream servi ces, so that they don't have to worry about
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It and Questar Gas doesn't have to worry about bal ancing

on a daily basis.
You' ve paid to elimnate that problem right?

A So, you need those services to take care of
all three of those inbal ances on that given day.

Q Vell, let's talk about that in a mnute,
but have you ever done any analysis on this docket
on what the value of those services mght be to a
transportation customer?

A | have not.

Q Isn't it critical if your theory is this is not
cost incurrence but use or fairness or value, isn't it
critical that you know what is it worth to these
custoners to have you do this for themthan to | ook at
what the value is to your Questar Gas custoners to have
you do it for then?

A To me, I"'musing the services that is genera
sales or all the sales customers have paid for, and so
' m sayi ng, because you use those services, you need to
pay for the cost of those services.

Q Vell, what if they don't want them or need
t hen?

A Vell, then I guess they could go out and find
sonme other way to manage their bal ances.

Q But you're not allowing themto, are you
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by your proposal ?

A No.

Q And let's talk about why that is.
Theoretically, Questar Gas could say, |ook, we're only
out of balance seven. Let's just go up here and subtract
seven, adjust our nom nation, put just seven, our
custonmers' gas in here and will let's these guys
flounder. Theoretically you could do that; right?

A | guess, yeah.

Q Practically, why you can't do that because you
don't neter these guys on a realtine basis, so you don't
have a clue what they're burning as it's happening;
right?

A W get their usage once a day. So, we need
those services to keep things in bal ance.

Q But you don't know until after the fact whether
this is seven or sone different nunber; right?

A Correct.

Q In fact, the way you figure it out is you take
the total burn and subtract out these that are netered
and say the rest is your GS custoners; right?

A. Yeah. |In fact, we don't know t he i nbal ances
on any of those three custoners.

Q Exactly. So, because you don't know realtine

data for your QGC custoners, your GS custoners, you end
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up doing this adjustnment that elimnates the entire

I nbal ance.

If you could do that, if you could cut off
Questar Gas and say, you guys are on your own, did this
guy need your services that day?

A To be -- well, Questar Gas has no inbal ance
on their system So, yes.

Q You' re tal king about Questar Pipeline.

These are upstream Questar Pipeline charges you' re trying
to collect.

A Correct.

Q And so, did this guy need your services on
Questar Pipeline this day when he is within --

Vell, let's step back. Questar Pipeline allows
a five percent tolerance on a daily basis; right?

A For sales custoners it does not because
everything is renedi ed through no-notice sales and for
transportati on storage.

Q I'mtal ki ng about for transportation custoners.

They're allowed a five percent daily tol erance
on the Questar Pipeline; right?

A Ckay.

Q And so, to deal with this part of the system
the Questar Pipeline upstream services you' re talking

about, this person didn't need that service that day.
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1 Now, this person -- because he's within ??%% 45
2 percent. And Questar pipelines is |like Questar Gas's

3 current tariff. They only inpose the five percent when
4 they need to, right, when there are pressure and

5 reliability and other systemconstraints, that's when

6 they inpose the five percent; right?

7 A But they still would need sonme kind of renedy
8 because they cannot carry a three percent inbal ance

9 on the Questar Gas system

10 Q Well, let's | eave Questar Gas out --

11 A I f you're saying Questar Pipeline's going to
12 take care of that for themfor free, then | guess that's
13  your argunent.

14 Q | m saying right now you're tal ki ng about

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

16 So, right now |I'mfocused on the Questar Pipeline system
17 and the services they provide that you say that these

18 custoners are using.

19 |*' m saying, under ny scenario, if this were

20 possi bl e that Questar Gas only dealt with its own sal es
21  custoners, this custoner wouldn't need help dealing with
22 a Questar Pipeline inbalance that day.

23 A | f Questar Pipeline could carry themwth a

24  five percent, then that's correct.

25 Q Unl ess they issued an OFO
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A. Correct.

Q And on a daily basis, there's a five percent
tolerance only in force when Questar Pipeline concludes
there's a supply issue that they have to restrict them
burning; right? |In other words, the five percent is
there but it isn't enforced any nore than yours has been
on a daily basis; right?

A Sure.

Q This customer's 13 percent out. It m ght need
It dependi ng on whet her Questar Pipeline that day said
you' ve got to live within your tol erance or you' ve got
tolive to a zero tolerance or whatever Questar Pipeline
m ght order in an OFG right?

A Correct.

Q But absent that, this custonmer wouldn't even
need the upstream services to deal with Questar Pipeline
as long as they worked it off by the end of the nonth
for the comodity purpose; right?

A No. In that given instance on that given day,
t hey woul d be using those services.

Q No. I|I'msaying, if all you did was adjust the
seven that the GS custoners used in the Cay Basin
| eavi ng these guys with their inbalances, Questar
Pi peline woul d deal with themindividually somehow

on the five percent tolerance; right? But if they didn't
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I npose it, neither one would have to make any adjustnents
that day?

A | guess |'mnot follow ng you.

Are you saying they' re now under 13 percent
out of bal ance?

Q ' msaying, these guys are 13 percent out of
bal ance. Plus their pipeline has a five percent
tolerance for its transportation customers. They have
therefore an out-of-tol erance inbal ance that they may
have to deal with if Questar Pipeline tells themyou' ve
got to limt yourself to five percent or zero percent
because of upstreamconstraints, they will, they wll
have to. If they don't -- with huge penalties if they
don't; right? If they don't tell themthat, this
actually would carry into a nonthly commodity?

A No, that's not right. On that given day,
Questar Gas woul d end up using their no-notice
transportation storage services to renmedy that inbal ance
because this is on a daily basis. So, on a daily basis
Questar Gas has to be in bal ance.

Q Wth the five percent tolerance for
transportati on customners.

A Each custoner is 13 percent out of bal ance.
So, | guess |'mnot understandi ng how 13 percent and

five percent magically, you know, equal.
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1 Q |'mjust saying the five percent on CUestg?ge e
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 custoners woul d have the benefit of this five

6 percent inbalance if Questar Gas Conpany |left themto

7 their own devices instead of using their Questar Pipeline
8 upstream services to serve them

9 Do you disagree with that?

10 A | still think -- Questar Gas has to -- it

11  bal ances every single day. And so, | guess the way the
12 systemis set up, those transportation custoners aren't
13 left to their own devices with Questar Pipeline. They
14 rely on the operator Questar Gas to bring theminto

15 perfect bal ance 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 VWell, 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 Ckay. But they would have a five percent
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I mbal ance tol erance there; right?

So, when you say this is the value to them
Isn"t -- to understand the value to the TS custoner,
not to your GS custoners, the value of these services
to a TS custoner, doesn't it depend upon their next
acceptabl e | east cost alternative?

In other words, if you didn't do this for them
what woul d they do? And if they had a five percent
tolerance and then had to deal with potenti al
restrictions above the five percent, what if that's
a less costly and a nore acceptabl e approach for TS
custoners? Are you giving themthat option?

A No.

Q And are you famliar that sonme pipeline -- sone
LVCs actually do give that option to their transportation
custonmers? They give theman interruptible bal ancing
service, they give thema firm bal anci ng service.

They offer services and different things to
allow themto decide what |evel of intolerance they're
wlling to live wth?

A |'"'mnot famliar with what other LVCs are
doi ng.

Q So, in your view, even though this is not a
typical incremental cost incurrence allocation but a use

and a fairness type of an adjustnent or a val ue
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1 adjustnent, you don't think it's inportant to eval uate

2 what this is worth to the very custoners you're claimng
3 to benefit?

4 A No, because what you're tal king about here is a
5 hypothetical situation. Wat really happens is Questar

6 Gas as the operator takes care of all of the bal ances

7 for all of the custonmers. 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 inbal ance

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 themfive percent.

15 Vel |, what happens in actuality is those sales
16  custoners would end up paying for that additional five

17 percent because there is no five percent wiggle roomwth
18 these services. The services take care of all the

19 i nbal ances.
20 Q And that's because you' ve chosen to do it that
21 way?
22 A | don't know if that's because | have chosen to
23 do that way or if that's the way the tariff's witten
24 or -- | actually don't know why it's done that way.
25 That may be a question for M. Schwarzenbach. 1'm not
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that famliar with the gas supply area.

Q You indicated that you do this as a bal anci ng
service you're offering, but nowhere in your tariff does
it suggest you're offering a balance service to the
customers; right?

A No. But in ny tariff is the Division question
either in Section 5.01, | amallowed to receive
conpensation for the upstream services that | provide.

Q Let's talk about that tariff. That tariff is
addressi ng any program or penalties or paynents that
Questar Pipline inposes on you because of inbal ances
or other problens your custoners cause; is it not?

A That's not the way | read it.

Q That's not how you read it?

A No.

Q VWll, let's read it again

A Ckay.

Q That was in Section 5.01

A Yeah, under the fees, costs, and charges
section.

Q “I'n the event the conpany incurs fees, charges

or costs as a result of transportation by an
upstream pi peline, the conpany will provide a
statenent of those charges or costs."

That doesn't sound to you like if you incur a
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cost on Questar Pipeline that you can pass it on by

sendi ng the statenents and here's what we just bought
on Questar Pipeline for your behalf or the penalty we
just paid on your behalf for Questar Pipeline?
A | think it sounds like that, but | also think

any time you're using services that have a cost,
| should be able to be reinbursed for them

M5. CLARK: If | may interject, M. Dodge has
paraphrased | think the section that M. Mendenhal |l read
into the record earlier.

And for clarity purposes, I'd like himto do so
again so we're all speaking about the sane words.

BY MR DODGE

Q Vel |, yeah, you can read if you'd like to.
A Do you want ne to read it? I1'Il read it.
Q | don't care.

A

“In the event that the conpany incurs fees,
charges or costs as a result of the transportation
of a custoner's gas to the conpany's distribution
system by an upstream pi peline, the conpany w ||
provi de a statenent of such charges or costs. The
customer will reinburse the conpany for all fees,
charges or costs associated with such
transportation.”

Q And you' ve provi ded those statenents, have you
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1 regularly over the |ast 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 conpany's been negligent in not -- in passing those
6 costs on in the past and sending statenents; right?

7 M5. CLARK: I'mgoing to object to the

8 argunentation in the question.

9 CHAI RVAN LAVAR:  Any conmment to the objection?
10 MR DODGE: No. I'Il withdrawit.

11 CHAI RVAN LAVAR:  Ckay.

12 THE WTNESS. Can | answer that question?

13 MR DODGE: You better ask your attorney to

14 wthdraw the objection.

15 MS. CLARK: | withdraw my objection.

16 THE WTNESS: One of the main reasons why we
17  have proposed this charge has conme about fromthe | ast
18 couple of years. | have not been that famliar with how
19 this works. | didn't even really understand how
20 nom nati ons wor k.
21 But over the past couple of years, we've had
22 a couple of supply curtailnments and it's been ny
23 departnent's responsibility to assess those fees for the
24 penal ties incurred on those supply curtail nents.
25 And as | began to | ook at the data, | realized
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that the custoners really were not nomnating on a daily

basis and they were carrying | arge inbal ances every day
which led me to realize that they really are using these
services. And | thought all along they were within close
range every day and they weren't using these services.
And so, to answer your question as to why

we haven't done anything in the last 20 years, | didn't
realize that it was this big of a problemuntil a year or
two ago. We've been talking about this for the last two
years. And so, when it cane to ny attention that this
was as egregious as it was, that's the point where we
deci ded we needed to start doing sonething to charge
them for these services that they're using.
BY MR DODGE:

Q So the answer to my question is, yes, you were
negligent in not recognizing that earlier?

A |'d say ignorant. Not negligent.

Q Ckay. |I'lIl go with ignorant. This section
that you relied on tal ks about transportation of a
custoner's gas.

A Ri ght.

Q It doesn't talk about storage. It doesn't talk
about no noti ce.

A Correct.

Q So, if you're only relying on that, only the
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1 conponent for transportation ought to go into your rage S
2 charge; right?

3 A Vel |, the Conm ssion has approved ot her

4  inbal ance charges. For exanple, the MI class that

5 includes upstream no notice, and storage.

6 Q | understand that. |'msaying, if this is what
7 you're relying upon, it doesn't tal k about storage or no
8 notice services?

9 A | amtaking this a step further | guess.

10 Q M. Mendenhal I, isn't charging -- back up.

11 The charge you're proposing to charge to

12 transportation custoners, for every single dekatherm

13 of inbalance, not in excess of the five percent but every
14  single dekatherm of inbalance that they incur over the
15 nonth netted, all transportation custoners collectively,
16 is the exact sane rate that you' re GS custoners pay for
17 this on a 100 percent |oad factor basis; correct?

18 A It's a volunetric rate

19 Q It's a volune -- you' ve converted what is a

20 demand or a charge, a fixed charge per unit to a 100

21 percent |oad factor volunetric rate for the

22 transportation; right?

23 A Correct.

24 Q And you' ve conme up with other neans of doing
25 that, but you're basically saying, we're going to charge
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our transportation custoners the exact same charge we're

chargi ng our GS custonmers when converted to a 100 percent
| oad factor volunetric rate?

A Vell, I'mcharging the volunetric version
I wouldn't say |I'mcharging themthe sane anount because
ny charge assesses | think five and a half percent of the
no-notice cost of the transportation custoners and four
and a hal f percent of the storage costs.

So, | think if you were to conpare how nuch

they' re using versus how nmuch |I'm assessing them
[''m being very fair.

Q No. | nean on a per-year basis. It's the
exact sane per-unit charge you' re charging your
GS custoners assum ng 100 percent |oad factor?

A Correct, which they never reach.

Q So, if that's the case -- | nean, isn't this,
M. Mendenhal |, Iike the conpany renting for its or
buying for its GS customers a Ferrari, picking up a TS
custonmer and transporting it when there's room and then
saying pay us the | ease value of a Ferrari even if the
transportation custoners would have said, | would have
been happy to wal k, take ny bike or ride a UGDO, but
you're charging ne the -- w thout being asked.

You didn't ask us if he wanted these services.

You don't give us another option. W mght have other
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1 options that woul d be acceptable to us, but you're saying

2 pay the Ferrari rate.

3 Don't you think that's a fair anal ogy?

4 A | think a better analogy is nore |like a bus

5 pass where |'mpaying a demand charge for the nonth and

6 someone wants to use ny buss pass for the day and so

7 let themuse ny bus pass. And | say, well, if | take the

8 value of ny bus pass and divide it by 30, you're going to

9 pay ne for the day's worth of use.

10 Q VWll, what if they say, we don't want to take

11 the bus. W'Ill walk, thank you?

12 A That's the beauty of ny opinion charge is they

13 have that option. They can keep the nom nation in

14  bal ance every day and they never have to pay to ride the

15  Dbus.

16 Q Someone pays for it because you charge -- and

17 we'll get into this in a mnute and nake sure this is

18 understood. You say you've given thema five percent

19 tolerance. That's not true in terns of calculating the

20 amount, the 1.7 mllion you want to collect from

21 transportation custoners. That is basing it on every

22 single net dekatherm net inbal ance over the year, the

23 test period; correct?

24 A hundred percent. Not over five percent.

25 A |"'mnetting all of the transportation custoners
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together for --

Q You're netting then?

A Yes.

Q And their net inbalance every day fromzero to
what ever is what you add up and charge themon and that's
how you got the 1.7 mllion?

A. You nean the net inbal ance outside of the five

percent ?
Q No. I'msaying all of them
A You're tal king about when | calculate the rate?

Q Wien you cal cul ate the revenue requirenent that
you're now going to try and collect fromtransportation
custonmers, you don't give thema five percent tolerance.

You charge them for every dekatherm of
I mbal ance over the entire test period?

A That's exactly right because, as | nentioned
earlier, Questar Gas bal ances to zero every day.

Q By choice?

A | don't knowif it's by choice.

Q For its transportation custoners.

A You can ask M. Schwarzenback what it is.

But | don't know why but probably for operational
reasons.

Q Don't you think there's a big hole in this

record if there's been no denonstration of what the val ue
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1 to the transportation custoners is for this service by
2 conparing it to what another option mght be for them
3 I f you chose not to provide this service that they've
4 never asked for?

5 A Vell, | don't knowif I'mrequired to provide

6 every possible analysis. | mean, if the other parties

7 thought that was a good net hodol ogy or analysis to use,

8 they've had eight nonths to provide it on the record.

9 The proposal that | have | believe is fair.
10 | believe it charges them accurately for the costs that
11 they use, and | don't feel like |I'm being, you know,

12 "' moverreachi ng, especially when you conpare it to the
13 MI rate that's currently approved.
14 | think it's a just and reasonable rate.
15 | think it's fair. And custoners don't have to pay it
16 if they keep their nominations in |ine.
17 Q Sonmeone 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 mllion is collected
21 regardl ess of who pays for it.
22 A Well, actually, if they all keep their
23 nom nations in balance over tinme, that 1.7 mllion wll
24 decrease over tine. It will get snmaller and smaller.
25 Q | under st and.
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1 A In a perfect world, if they were all in
2 balance, the charge wold be de mnims.
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 cal cul ate
6 a fair charge. Don't you think that's a legitimte
7 response, too?
8 A | think that was filed in direct testinony.
9 And | believe nowwth all of the evidence on the record,
10 there is enough charge.
11 Utimtely, that will be up to the Comm ssion
12 to decide whether there's enough evidence on the record.
13 Q You understand that the Conpany has the burden
14  of proof of establishing your charge; do you not?
15 A Yes. And | believe we've net that burden
16 Q Even without any evidence of what the val ue
17 to the custonmers that you're claimng 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 | think it's
21 inportant for the Conm ssion to understand that as well.
22 First I'"mgoing to ask sone questi ons.
23 I's the goal here to be punitive to
24  transportation custoners?
25 A No.
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1 Q Is it to discourage transportation and rage B
2 encourage people to nove back to sal es service?

3 A No.

4 Q Is it to be the nost restrictive LDCin the

5 country in terns of daily inbalance requirements for

6 transportation custoners?

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, | think
11 transportation custoners 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 l'"'mgoing to -- if we're going to go into

15 confidential settlenment discussions and the feedback,

16 that's fine, but understand you're going there.

17 You al so 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 M5. CLARK: 1'd like to object as well.
22 | don't believe M. Mendenhall is referring to
23 confidential settlenent discussions.
24 MR DODGE: Well, | think he has. He said that
25 was the feedback.
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M5. CLARK: | would like himto clarify that.

THE WTNESS: The feedback |I'mtal king about is

we had three working groups in the beginning of 2014.
BY MR. DODCE:

Q And those weren't confidential settlenent

di scussi ons notw t hstandi ng the fact that your conpany

said that at the beginning | think of each one --

A No. They weren't confidential.
Q Ckay. Then | can cross-exam ne you about them
A Absol utely. Let's talk about them

Q Ckay. Did the custonmers not say they did not

believe it was fair for you to inpose, to calculate your
charge based on every dekat herm of i nbal ance because the

custoners have a five percent intolerance --

A | --
Q -- on the pipeline?
A | don't remenber themtelling ne that.

Q You don't renenber that?

A No, | don't. | renmenber themtelling ne that

they would Iike a five percent tol erance when the charge
I s assessed because they felt |like that was fair and
that woul d give the custonmers an option to keep their

I nbal ances in line. But | do not remenber this

di scussion of a five percent on the cal cul ation.

Q Who is it, the primary person who told you
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1 that five percent ought to be there? rage b3
2 A | believe it was you.

3 Q It was ne. And | also argued you shoul dn't

4 charge on the first five percent at all.

5 A Vel l, then maybe we were tal king past each

6 other because all | heard was the five percent

7 assessnent. | never heard the five percent charge.

8 MR DODGE: Let's talk just a mnute, and with
9 your indulgence, I'd like to do a slightly different

10 chart. My |?

11 CHAI RVAN LAVAR:  Yes. | will interject even
12 in the absence of a notion with concerns of the rel evance
13 of what took place in workgroup neetings before the

14 filing in this docket.

15 BY MR DODGE:

16 Q And | agree with that, M. Chairman. | won't
17 go there again. | thought they were confidential and |
18 woul dn't have gone there, but the witness did and | felt
19 like it was inportant to at |east not to | eave the
20 inpression people agreed wth his charge.
21 So, | won't go there again.
22 |'mgoing to ask you to kind of verify what |
23 understand to be your formula in your record; okay?
24 A Ckay.
25 Q As | understand it, there are three primry
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1 conponents. One is a volunetric rate. And then you

2 nmultiply that by -- this is what |I'mtal ki ng about.

3 There is no five percent. 100 percent of the net

4 transportation customer inbalances; right?

5 A Correct.

6 Q The net here is not net of sales custoners

7 inbal ances but only the transportation custoners

8 aggregated together; right?

9 A Correct.

10 Q And this is conponent two. And then you divide
11 that by the total transportation custoner inbal ances

12 over the test period; correct?

13 A Vell, the total transportation custoners

14  outside of five percent.

15 Q So, this is where the five percent cones in
16 in your denom nator, but in the rate part where you're
17 deciding the 101.7 mllion, you use a hundred percent
18 of the --

19 A Correct.
20 Q -- data for the inbal ances?
21 And so, your approach is -- this would be QGC
22 You're turning those into nunbers. And |I'mgoing 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 nore -- it goes out
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1 further in your calculation. | wll abbreviate. Aﬁgg§035
2 calculated roughly 3.3 mllion dekatherns --
3 A Yes.
4 Q -- of total inbalances and then you divide that
5 by roughly 9.1 mllion. This is a dollar. Those are
6 dekatherms; right? 9.1 mllion. And that produces
7 both a revenue requirenment and a rate.
8 And for Questar Pipeline, in your testinony,
9 those nunbers are 1.7 mllion and a rate of 19 cents;
10 right?
11 A Correct.
12 Q Again, rounding. Let's talk for a mnute about
13 the formula. One major area of disagreenent between
14  you and M. Higgins is that he believes this nunber,
15 this nunber two shouldn't be 100 percent of the net
16 transportation custoner inbalances over the test period
17 but rather everything in excess of five percent |ike
18 you've done in the denominator; right?
19 A Correct.
20 Q That assunption al one accounts for nore than
21 half of your revenue requirenent rate; does it not?
22 A Ri ght .
23 Q So, I"I'l just put this dowmn. UAE's
24 adjustnent -- the one adjustnment -- and this isn't
25 necessarily in order in the fee proposed -- is to change
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this nunber right here from3.3 mllion.

So, item nunber two goes to, in his
cal cul ation, $790,000. Excuse me. Goes to 1.5 mllion.
So, that nunber becones 1.5 because, again, half of the
i nbal ances are in that first five percent producing a
revenue requirenment of $790,000 and a rate with this
adj ustment al one of eight cents.

A Ri ght .

Q Do you accept that?

A Yes.

Q He proposed a second adjustnment to this sane
nunber because sone days when transportation custoners
are long, sales custoners are short and vice versa;
correct?

A Correct.

Q And in real life, when Questar does this
calculation to even up the nom nations, what was
delivered into the systemw th what's burned, it nets
those. It's the ten net.

So, if this had gone the opposite way, if this
had been a m nus seven and this had been a plus three,
you woul d have just offset it by four; correct?

A Say that again.

Q Let's assune for a mnute that instead of

Questar Gas over delivering, on this day let's pretend

Litigation Services | 800-330-1112
www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG PROCEEDI NGS DOCKET NO. 14-057-31 - 08/26/ 2015

© 00 ~N oo o b~ w N Bk

O R N R O R S T N N e e o N N N
g A W N P O © W N O o M W N PP O

. Page 67
there was a negative seven, they burned nore gas than

Questar Gas nomnated for its sales customer. There's a
m nus seven, a plus one, a plus two.
It would end up with a mnus four net,

and that's the nunber that would go back as an adj ust nent
into Cay Basin; right?

A R ght.

Q So, his second calculation is that if you
change this nunber again, this 3.3, item nunber two,
If you adjust it in addition to that 1.5, if you add to
that the inbal ances offset when they offset each other,
then his nunber dropped to 1.3 mllion dekatherns and his
revenue requirenent again for both of these adjustnents
together is $692,000 and the rate is seven seconds.

Do you accept those cal culations or those

nunbers from M. Hi ggins' testinony?

A Yes.

Q So, if one were to conclude that it's fair
to transportation custonmers to recognize a five percent
I ntol erance on Questar Gas and Questar Pipeline and only
charge above that, that rate would drop nore than in
hal f ?

A Correct.

Q If you also decide it's fair to recogni ze the

reality that sales and transportati on customers offset
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each other, it would drop to .07 cents; right?

A Correct.

Q And then just to finishit, M. Hggins' third
adj ustment was to this nunber, the volunetric rate
52 cents; right? Instead of 52 -- so, this is item
nunber three of the formul a.

I nstead of 52 cents which is made up of no
notice, transportation -- no-notice transportation,
firmtransportation and storage, he said he didn't
bel i eve the transportati on conponent bel ongs; right?

A That's right.

Q Transportation custoners do pay for their own
transportati on when they deliver gas, when they deliver,
nom nate these and deliver

They pay for transportation, do they not?

A Yes. And when they have an inbal ance, they use
Questar Gas's transportation contract to bring excess gas
or to absorb the over delivery.

Q And they still have to pay for their inbal ances
to Questar Pipeline because if they're over, they've got
to work that off by the end of the nmonth or suffer a
sale; right? So, if they're over, they still have to
work that out. They will pay every dekathermthat they
burn to Questar Pipeline on the transportation systenf

A To Questar Pipeline or Questar Gas?
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Q For Questar Pipeline transportation

We're tal king about the Questar Pipeline
servi ces.
A Ri ght.
Q They will pay for every dekathermthey transfer
i ncl udi ng working off these inbal ances; right?
A You' ve kind of lost nme there but --
Q If on the next day the transportation custoner

says, wow, |'ve got a 13 percent --

A You' re tal ki ng about the commodity?

Q Yes.

A Yes.

Q If ye says the next day, |'ve got to over

deliver or under deliver today by 13 percent, by two
units to work that off, he will pay for the extra two
he delivers; right?

A Correct.

Q So, they're not getting away w thout paying
for transportation. You're saying, in addition to the
transportation they pay for every dekat hermthey burn,
they should pay a portion of the GS customer's
transportation cost based on this automatic C ay Basin
adj ust mrent that adjust nons and burn and usage?

A Yes, because you need that transportation

contract to make that possible.
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1 Q | understand your argunment. M. Hi ggins EZPS e
2 he doesn't believe that conponent, the transportation or
3 the fuel gas reinbursenent that goes with it bel ongs.

4  And that reduces his -- that alone w thout the other two,
5 these two are conbined for this nunber but that al one

6 reduces it, the value, to 847,000 here.

7 MS. CLARK: If | may interject an objection.

8 And | hate todoit. | want to let the record be as ful
9 and as clear as it can be.

10 | am concerned, however, that M. Dodge is

11 offering testinony and also attenpting to nake his case
12 through a cross-exam nation rather than his own wtness.
13 And | woul d object on that basis to this whole
14  line of questioning.

15 MR DODGE: Well, if I may respond.

16 CHAI RMAN LAVAR:  You can respond, yes.

17 MR DODGE: | think it's appropriate for this
18 Commi ssion to understand the differences. He tried to go
19 through the differences and explain them

20 ['mtrying to cross-examne himon it. | think
21 it's conpletely appropriate. This is all in the record.
22 It can be derived fromthe record. It's not as laid out
23 as sinply as it is here.

24 CHAI RVAN LAVAR: | think there's some nerit

25 to the objection with respect to cross-exam ning
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M. Mendenhal | on his testinony.

However, to the extent that M. Mendenhal | has
addressed these issues in rebuttal and surrebuttal,
| think 1'"mgoing to allow the questioning to continue.

MR DODGE: |'m al nost done.

CHAI RVAN LAVAR:  Ckay.

BY MR DODGE:

Q | just want the Comm ssion and everyone to
under stand the conponents because what M. Mendenhal
said, he's went through each of these adjustnents and
said it reduces it to just 20 percent | think was his
testinony or --

A Yeabh.

Q -- sonething like that of his charge.

' m showi ng the conponents to get to that 20 percent
and show t hat one assunption alone drives half of it.

Qt her assunptions also drive half. These two
assunptions alone drive half of the difference between
the rates. | think that's, you know, sonething the
Conmi ssi on ought to understand.

And then just now what you did testify to, that
if you take -- and I"'msorry |I'msuch a bad -- |I'mso bad
at drawi ng on these.

If you take UAE one through three, all three

of them that's the nunber you referenced where he gets
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to down to a $337,000 revenue requirenment and a charge

of 3.6 cents; right?

A Correct.

Q So, this assunption, these two assunptions that
you make about not giving any tol erance when cal cul ating
the rate and including the transportation cost in the
cal cul ation, each of those drives basically half of the
charge you' re now proposing to charge transportation
customers; correct?

A Correct.

Q Let's talk for a mnute about your no-notice
service. \What conponents go into no notice?

A | believe there is a system demand char ge,
but to make sure the record's correct, why don't we turn

to ny direct testinmony. W can |look at the table there.

Q And let nme clarify. |'mnot asking about the
char ge.

A h.

Q ' m sayi ng, what comes with no-notice service?

A. So, basically -- | don't need this. 1'll nove

it back over here. Basically, no notice is what we call
a fifth cycle nom nation

So, as we were tal king, you nentioned that we
don't know what the inbalance is until the end day of the

day for the sales and the transportation custoners.
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1 And so, at the end day of the when it's arﬁge &
2 said and done, the no notice allows us to -- allows an

3 adjustnment to be nade to take into account any inbal ances
4 that we had on our transportation contract and then the

5 difference goes into Cay Basin.

6 Q Do you know what cost conponents go into

7 Questar Pipeline's determnation of its no-notice charge?
8 A Maybe 1'1l let you tell ne because |'m guessing
9 vyou do.

10 Q Vell, |I'mhoping you do.

11 A I'mtrying -- | nean, | think there's a denmand
12 conponent. | can tell you the history of it. | believe
13 back in the '90s you had Order 636 cone out where the

14  Federal Energy Regul atory Conmm ssion ordered pipelines

15 to offer this balancing service or a |arger suite of

16 bal ancing services to large custoners like utilities,

17 electric generation custoners.

18 And so, at that tine the anbunt of no notice

19 was determ ned that would be available to Questar @Gas,

20 and it was based on Questar Gas's historical experience.
21 And I'mnot 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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rate case, it was determ ned, you know, what costs should

be apportioned to that service and then that was agreed
to by all the parties in settlenent, and we've been
payi ng that ever since.
Q FERC Basical ly assigns cost; right?
A Correct.
Q It's a cost-based thing. You don't know what
bucket of costs go into determ ning no notice.
Are there sonme transportation costs?
Are there sonme storage costs?
A | honestly don't know. | don't know what it's
made up of.
Q But in any event, it's the no notice that

allows this after-the-fact adjustnment --

A Correct.
Q -- to reconcile burn with delivery; right?
A Correct.

MR. DODGE: Changing direction just a little,
and |"'mnot too far from being done.
To the Comm ssioners, | don't know when you
were hoping to have a break but |1'mgetting close.
CHAI RMAN LAVAR  Thank you.
BY MR DODGE:
Q Changing direction just a little bit, you were

asked to identify any utilities you were aware of that
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1 inpose sone kind of daily balancing restriction on their
2 transportation custonmers; right?

3 A In a data request?

4 Q In a data request. And the conpany cane back
5 wth three that you've identified.

6 Have you reviewed the tariffs of those three?
7 A Not recently. | think | briefly | ooked over

8 them when we answered the data request.

9 Q Is it consistent with your nenory that the

10 Southwest Gas -- and | do have them and we can go through
11 themif you'd like. Tell me if this is consistent with
12  your nenory, 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 Sout hwest gas allows a 25 percent daily
19 intol erance?
20 A | believe that's right. | don't know all the
21 specifics of it but | think in general that's how it
22 oper at es.
23 Q And i f someone goes over that, they charge if
24 there are increnental upstream charges inposed on them
25 correct?
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A That | don't remenber but | wll agree.

Subj ect to check, that's correct.

Q You al so identified Vectren in Chio.

Is it consistent with your nmenory that they
have a 15 percent daily tol erance and any excess above
15 percent is cashed out on a comodity basis?

A That | don't remenber but | wll agree subject
to check.

Q And then, lastly, you identified Baltinore Gas
and Electric in Maryl and.

And is it consistent with your nenory that they
have a daily bal ancing fee that they charge to suppliers
for the total of gas delivered by a given supplier into
t he systenf

A | think that's correct, yes.

Q Did you review those tariffs enough to know
that all three of those allow agent-|evel aggregation
for nom nation and inbal ance purposes?

A No, | did not.

Q Would it surprise you that every utility
identified by both by you and by the Ofice's wtness
al |l ow agent -l evel aggregation at |east in sonme form
for inbal ance purposes?

A | don't knowif it would surprise nme or not

but | trust what you're saying.
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1 Q If that were the case, wouldn't your propgggf f
2 not make you the nost restrictive daily inbalance utility
3 in the country that we know of at |east?

4 A Vell, | think you have to | ook at out proposa

5 interms of all the other tariff provisions that these

6 utilities have. Cearly, we have expl ai ned or expressed
7 concern over having customers nomnate on a daily basis

8 and M. Schwarzenbach tal ked about that.

9 And | don't know if the other utilities have

10 policies in place that allow or that help mtigate the

11  operational concerns that we have. And so, that allows
12 the aggregation of the rate to be effective. So, | guess
13 | can't speak to that because | don't know t he whol e

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 | guess is to be seen, but that was

18 the hope.

19 Q M. Mendenhal |, 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 |ines here and added them
24 all up to these exact sanme nunbers, the adjustnent here
25 would be the sane?
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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 |evel
4  or done at an individual custoner |evel; right?

5 A Correct.

6 MR. DODGE: You testified -- may | approach?
7 CHAI RVAN LAVAR:  Yes.

8 BY MR DODGE:

9 Q Here's a cross-examnation exhibit.

10 You testified that nobody had essentially

11 fleshed out a proposal for allow ng agent-|evel

12 aggregation for these inbal ance charges. And |I'm going
13 to ask you if you read testinony proposing that your

14  agency agreenment be adjusted to allow for this.

15 Did you see testinony in the record to that

16 effect?

17 A Coul d you rem nd ne of who nay have witten
18 that testinony?

19 Q Yeah. W can find it and give you the specific
20 cite. You don't recall reading it?
21 A | may have. | couldn't tell you right now who
22 wote 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-exam nation
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1 Exhibit UA 1l and ask you if you recognize it? rage o
2 A | don't -- well, | recognize it. |It's the

3 custoner agency assignnment agreenment, but | would not say
4 that I'mfamliar with this docunent.

5 Q And attached to it is what's called a QuestLine
6 access agreenent.

7 Woul d you accept subject to check that if I'm
8 a transportation customer and | choose to have an agent

9 do anything on ny behalf, | have to sign this docunent?
10 A Yes.

11 Q And the QuestLine agreenent with it?

12 A Yes.

13 Q I n that docunment, paragraph one identifies the
14  agent. Paragraph two says the custoner will be bound by
15 what the agent does. Paragraph three says --

16 A |'msorry. Are we |ooking at the --

17 Q The first page.

18 A -- the front page?

19 Q The first page.

20 A Ckay.

21 Q Par agraph three says the custonmer will provide
22 the access code to QuestLine?

23 M5. CLARK: |'mgoing to object to this entire
24  line of questioning. The wtness has testified that he's
25 not famliar with this agreenment. And we're kind of
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_ _ _ Page 80
racing through it. He's not had an opportunity to

reviewit. He did not testify that he's participated
inits preparation or had any contact with it before
t oday.

MR DODGE: |I'mresponding to his testinony
that there's no proposal in this docket that fleshes out
how an aggregation work. And |I'mrespondi ng, yes, there
is and it's this agency agreenent that is referenced.

M5. CLARK: | would request a citation to the
record on that. | believe he also testified he didn't
recall specifically.

MR. DODGE: Then | would request a break if
we're going to play these games. |'d request a break
and let ne go find it.

CHAl RMAN LAVAR: | think this issue does
warrant a break. So, why don't we reconvene at 12 --
before we break, let me just nmake a comment. | should
have thought to say sonething about this issue earlier.

W streamthese proceedings as a courtesy.

You know, our official record is through the court
reporter. W may be di sadvantagi ng anyone who's relying
on the stream ng when you're away from your m crophone.

| don't know the extent to which that's an
i ssue for anyone, but | just wanted to nake that point.

MR DODGE: Thank you.
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CHAl RMAN LAVAR: And we'll be on break unti

20 mnutes until 11. Thank you.
(Recess taken 10:28 a.m to 10:41 a.m)
CHAI RVAN LAVAR: (kay. We are back on the
record, and we will continue with M. Dodge.
BY MR DODGE:
Q Thank you, M. Chairnman.

M. Mendenhall, if you're not famliar with the
agency agreenent, | won't ask you questions about it.
A Ckay.

Q But | et nme ask you, do you not understand how
the parties are proposing that agent-I|evel aggregation
woul d wor k?

A l"'mnot -- | guess -- | -- no, I'mnot famliar
w th exactly how it works.

Q Do you know that the utility knows when a
custonmer signs an agent to nom nate on its behal f?

A | would not -- | would refer to
M. Schwarzenbach on that one, too.

Q If that were the case, if it's the case that
Questar knows when an agent has been designated to
nom nate, would it not be a sinple matter for the conpany
to aggregate all the custoners of that agent, assess the
penal ty based on the aggregated nunbers, and then assign

penal ti es based upon either pro rata or how they are
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1 instructed by the agent? rage 2
2 A Once again, I'mnot famliar enough with that

3 toanswer. |I'drefer to M. Schwarzenbach

4 Q M. Mendenhal |, you propose that this charge

5 be adjusted each six nmonths within the pass-through

6 filings; is that right?

7 A Correct.

8 Q Currently, transportation custoners 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 woul d become burdensone
15 on those custonmers to have to now start participating in
16 those docunents if they felt the need to analyze the

17 calculation of the inbal ance penalty?

18 A Vell, | think it's a good proposal because,

19 first of all, I would assune that some of these custoners
20  would reduce their balances and by filing twce a year

21 would give themthe opportunity to reduce that rate over
22 tine.

23 Q But you do understand it would nmean they woul d
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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hi ring soneone, using sonmeone to try and stay within the

I mhal ance tol erances every day, but also then participate
I n pass-through dockets if they care about how that rate
I's cal cul at ed?
A | f they care about how the rate is cal cul ated,

they woul d need to participate, but | think it would
end up being a mechani cal approach that woul d just be
cal cul ated once every six nonths.

So, | guess | don't know why would really need
to be involved unless they really wanted to be.

MR DODGE: kay. | have no further questions.
Thank you.

CHAI RVAN LAVAR. M. Cook?

MR COOK: | have no additional questions,
Your Honor.

CHAI RVAN LAVAR M. WIlians?

MR- WLLIAMS: No questions.

CHAl RVAN LAVAR  Redirect?

REDI RECT EXAM NATI ON
BY M5. CLARK:
Q Yes. Thank you

M. Mendenhal |, sone of what | want to do on
redirect is clarify. Very, very early in your testinony
you used the ternms "packing" and "drafting." And |I'd

like the record to clearly reflect what those terns nean.
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Can you define those for us?

A Sure. So, packing would be when a customer
delivers too nuch gas onto the system Drafting would be
when they deliver not enough and so they are using gas
fromthe system

Q Thank you. M. Dodge asked you a nunber of
questions about the value of these services to TS
custoners and whet her they had requested the use of these
services or wanted to use them

Wth that in nmy mnd, what is the conpany's
option if TS custoners in this hypothetical M. Dodge
created were able to say "no thank you," what would the
conpany's renmedy be if a custoner were out of bal ance?

A Well, first of all, this is hypothetical.

So, let ne explain what really happens and then |'11
answer your question.

So, what really happens is, for purposes of
bal anci ng, Questar Pipeline treats all the transportation
custoners as if they are the first through the neter
at Questar Gas neaning they are always in bal ance.

So any inbal ances that occur, in the case of
his example, the plus two or the plus one woul d
automatically go to the no-notice bal anci ng upstream
transportation and storage accounts, and along with the

sal es custoners, those inbal ances woul d be renedi ed using
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that. So, really, we make the argunent of, you know,

there's a five percent tol erance.

But if a five percent tolerance were all owed
in the calculation of this rate, what woul d end up
happening is Questar Pipeline would continue to do their
operational balancing and that first five percent woul d
be applied to no-notice transportati on and storage and
that five percent would be paid for by sal es custoners.
The transportation custoners would never have to pay for
it. So that subsidy would continue.

To answer your question, what woul d happen
if they were left to their own devices. Wll, as |
mentioned earlier, you ve got to balance the system
So, you've got a couple options available to you.

One is to physically control the anmount of gas
on the system The other is to come up with bal ancing
services on Questar Gas and charge themfor that.

| don't think either one of those solutions
woul d be as good as what we're proposing here. | think
t he i nbal anci ng services assessed on gas would be nore
expensive and | think no one would want to be subject to,
you know, operational, physical gas control if their gas
didn't showup. So.

Q And when you say operational physical gas,

you' re tal king about shutting themoff; aren't you?
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1 A Yes. O nmaking themgo out and buy nore, yes.
2 Ckay. Were you involved in -- well, strike

3 that. You testified, didn't you, that sone of these

4  custoners have chosen in recent events not to shut off

5 even when directed to do so; did you not?

6 A That m ght have been M. Schwarzenbach.

7 Q Was that Schwar zenbach?

8 A That's ny nenory as well, yes.

9 Q Were you famliar with that circunstance?

10 A Yes.

11 Q And what kinds of transportation custoners

12 did you understand chose not to shut off?

13 A Yes. Well, I'm--

14 MR DODGE: |'mgoing to object to this.

15 It's not within the scope of the cross.

16 MS5. CLARK: | believe it is within the scope
17 of the cross. M. Dodge has ably nade the argunment that
18 transportation custoners don't want or need these

19 services, and this goes to directly to --
20 Though, perhaps no one's witten a letter
21 saying please give themto ne, 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 CHAI RVAN LAVAR. | think I'lIl allow that
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quest i oni ng.

MR DODGE: | would respectfully request the
ability to re-cross, then, on this issue.

CHAI RVAN LAVAR:  Absol utely.

MR DODGE: Can | do that?

CHAI RVAN LAVAR:  Yes.

THE WTNESS: So, to answer your question
it nostly would be hotels, schools, grocery stores,
busi nesses that, you know, that are using gas for space
heat. And obviously if you're a business that has the
public in your business and it's cold outside, you' re not
going to be able to just shut down and turn off the gas.
BY M5. CLARK:

Q Thank you. If you wll indulge ne for just a
nmoment. M. Dodge asked you sone questions about the
tariff section that the Division -- that was reflected
in Division Cross Exhibit-1. 1'd like to turn your
attention there briefly. And | believe there was
di scussi on about what services were included, whether
It was just transportation service.

What 1'd like you to do is reiterate the
services that are included in your charge and then
want to ask a couple of questions about those.

A Ckay. So, it would be the upstream

transportati on, the no-notice, and the storage cost.

Litigation Services | 800-330-1112
www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG PROCEEDI NGS DOCKET NO. 14-057-31 - 08/26/ 2015

1 Q I's no notice a transportation service? rage B9
2 A No.

3 Q Ckay.

4 A Vell, it's no-notice transportation, but you

5 need the underlying transportation contract for no notice
6 towrk. It can't work on its own.

7 Q I's the sane true for storage costs?

8 A Vel |, 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 | want to talk -- if you'll indulge me for a

13 noment, I'd like to go to the other denonstrative chart
14  over there. W talked at |ength about the differences

15 Dbetween sonme of the intervenors' proposals and the

16 company's proposal. And | want to focus your attention
17 for a nonment on what has got the parenthetical nunber two
18 next to it --

19 A Ckay.

20 Q -- where it says 100 percent net of TC

21 inbalance. | want you to clarify what that neans when

22 you say your net in custoners, what do you nean?

23 A So, what |'ve done is |'ve taken for the test
24  period all of the transportation custonmer bal ances and

25 | have aggregated themtogether, netted them together,
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1 treated themas one group of volunes, if you will, gﬁ ° %
2 then taken that overall inbalance, nmultiplied it by the
3 what | deemto 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 dekatherns, those out-of-bal ance
10 dekatherns would be netted in this step --

11 A Yes.

12 Q -- and their dekat herm charge woul d not be

13 included in your nunmerator; is that correct?

14 A That is correct.

15 Q Ckay. Can you explain why you woul dn't net

16  both the nunmerator and the denom nator as the UAE has

17  suggested?

18 A Wiy | wouldn't put -- do a five percent --

19 Oh. You're tal king about netting the rate?
20 Q Netting the custonmers also in the denom nator.
21 I'mtrying to remenber which of those steps in the chart
22 it was.
23 A Yeah. Well, so, the reason -- well, you coul d.
24  The reason why | chose to assess it at the custoner |eve
25 was, one, it would give the custoner a price signal
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Also, by dividing it by the total -- the

i ndi vidual transportation custoner inbalance, you
actual ly get a bigger denom nator and your rate's

actual ly | ower.

MS. CLARK: Ckay. | don't have any ot her
questi ons.

CHAI RVAN LAVAR: M. O sen, any cross?

MR OLSEN: No cross.

CHAI RVAN LAVAR:  Ms. Schm d?

M5. SCHM D:. None.

CHAI RVAN LAVAR: M. Dodge?

RECROSS- EXAM NATI ON

BY MR DODGE:

Q Just very briefly. The issue you addressed,
hotel s, schools, grocery stores and others not shutting
off when told to, that was addressed in the stipulation
in the |ast docket; was it not? A customer that fails
to interrupt when instructed to?

A Rem nd nme which docket that was.

Q | don't renenber the nane, the nunber. The one
that you filed |l ast year asking --

A. Ch, the general rate case or the --

Q No.

A The pooling?
Q The pooling filed. In other words, through
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t hat docket and prior to the general rate case, the

tariff provides pretty stiff penalties if a custoner
fails to interrupt when instructed including being kicked
off the transportation tariff; is that not correct?

A If they're interruptible.

Q Yes. For an interruptible custoner

A. Correct. But | think nost of those custoners

Q The schools and the |ike?

A Yes.

Q So, have you ever considered maybe tailoring
the service to those who say we want to burn regardl ess
and those who say, we're big boys and we can handl e our
own i nbal ances?

A No, | haven't.

MR. DODGE: No further questions.
CHAI RVAN LAVAR: M. Cook?
MR COCK: No.
CHAI RVAN LAVAR M. WIIlians?
MR WLLIAMS: No.
CHAI RVAN LAVAR: Ckay. Thank you,
M. Mendenhal |
(Brief break)
CHAI RVAN LAVAR:  Oh, |I'msorry. Questions from

the comm ssioners. Stay on the stand for a nonent
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1 longer. I'msorry. It's inportant. Yes. rage 92
2 Conmmi ssi oner Wite? Sorry.
3 EXAM NATI ON
4 BY COMWM SSI ONER WHI TE:
5 Q Thanks. Just a couple. A clarifying question.
6 One, this is probably self-evident to the fol ks who do
7 this every day and this may be a question for
8 M. Schwarzenbach, but with respect to the tolerance
9 determnation, | understand there's different cycles of
10 nomnation. Wuld it be applied to one of the four?
11 Is it a final daily cycle nom nation?
12 A It would be for the full day.
13 Q The full day. So you just --
14 A Vel |, when you're tal king about five percent,
15 are you tal king about the commodity inbal ance that
16 M. Dodge was tal king about or the daily charge I'm
17  tal king about ?
18 Q Yeah, the daily charge.
19 A Yeah. It would be daily.
20 Q Ckay. So --
21 A For the whole -- for the entire day, we would
22 |l ook at how nmuch they use versus how nmuch they nom nat ed,
23 give themfive percent tolerance and then whatever is
24 outside of that, that's what they get assessed and
25 charged on.
Litigation Services | 800-330-1112

www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG PROCEEDI NGS DOCKET NO. 14-057-31 - 08/26/ 2015

© 00 ~N oo o b~ w N Bk

O R N R O R S T N N e e o N N N
g A W N P O © W N O o M W N PP O

. ~ Page 93
Q Ckay. Thank you. The second question is,

|'ve heard reference in various testinmony and |ive
testinmony with respect to custoners versus contracts.
|'s there a distinction between the two or,
| nmean, actually there's 300 custoners.
Are those contracts?

A Each custoner woul d have a contract and then
some custoners, to confuse things even nore, would have
an agent that they would, you know, have do their
nom nations for them

But for Questar Gas purposes, every individual
custoner has a contract. So, you could probably use
those terns interchangeably. M. Schwarzenbach may
correct nme on that when he gets up here, but as far as
| know, that's how far it works.

Q And so, the proposed charge would potentially
be applied per contract?

A Yes, or for per customer, right. Yeah.
Exact|y.

COW SSI ONER WHI TE:  Thank you. | have not hi ng
el se.

CHAI RVAN LAVAR:  Conmi ssioner O ark?

EXAM NATI ON
BY COW SSI ONER CLARK:
Q Thank you. M. Mendenhall, just a question
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or two about metering. And again, if these are nore

appropriate for M. Schwarzenbach, just let nme know.

A Sure.

Q What types of data does a transportation
custonmer obtain fromits on-site neter?

A So, a customer receives once a day through a
programcalled Pipe Viewer. And | believe it's an online
program Once again, M. Schwarzenbach's nore famliar
wthit. But every --

So, between eight and ten a.m every day,
they receive their usage for the prior day. So, gas days
are on a eight a.m to eight a.m cycle, and so they
woul d receive the usage on an hourly basis for that
prior day between eight and ten a.m every day.

Q And realtinme, speaking of the neter, if a
custonmer wanted to observe the nmeter and try to base
nom nati ons on that information, wuld that --

What information do they |ack, if any,

fromwhat the neter will tell thenf

A So, the only data they would | ack I guess,
they have to get their -- I'"mgoing to give you high
| evel, and then if anyone -- you want to ask any detail ed

questions. They have to nmake their nom nations at a
certain time of the day for the next day.

And so, to the extent that, you know, there's
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a gap between when they receive that daily data and when

they're making their nom nation, that's where the
realtime data would fill that gap, you know.

So, it mght be a few hours. It mght be
dependi ng on when they are naking their nom nation --
and |'mnot an expert, but that's really what the
realtinme data woul d do.

So, what it does, basically, is you got two
options. You can go out and | ook at your neter or if you
want to be a little nore sophisticated and pay the noney,
you put two wires, it's called pulse data, onto your
meter and those wires run into your building and,
basically, every tine a dekathermclicks, it, you know,
nmoni tors that.

And so, you could look at it at any tinme of the
day and see, okay, fromeight a.m to ten a.m, |'ve used
this much gas or, you know, |'ve used this much gas in
the last hour. So, it gives you really between twelve
and 24 hours of nore realtine data than what the
custoners are currently getting.

Q I's there any other information that needs to be
applied later to adjust that physical nmeasure of a
dekat hern? Heat content or --

A Probably. And I'mnot sure. | wll defer to

M. Schwarzenbach on what exactly that Pipe Viewer data
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gives them But, yeah, the neter would probably just

give themthe cubic feet.
COW SSI ONER CLARK:  I'"Il reserve the rest of
this for M. Schwarzenbach. Thank you very nuch
THE W TNESS: Yeah.
COW SSI ONER CLARK: That's all 1 have.
EXAM NATI ON
BY CHAl RVAN LAVAR:
Q | just have one nore, M. Mendenhall
| f you have read M. Merzwa's surrebuttal
where he suggests a one dekat herm per day m ni mum
tol erance for custoners using |less than ten per day.
A Yes.
Q | f you read that, do you have a position
on that suggestion?
A | don't -- | don't think we could do it.
| will tell you the way the billing system works,
it rounds to as many decibels up to six as we want.
So, in ny personal opinion, a custoner using
ten dekat herns, you know, could be rounded to a half a
dekathermin tol erance inbal ance, but if, you know,
the Comm ssion is nore confortable with giving a
one-dekathermfloor, if you will, to all the custoners,
| think the Conpany would be fine with that and coul d
do that in the billing system So.
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1 CHAI RVAN LAVAR:  Thank you. That's all |Pﬁ33e?7

2 THE W TNESS: (kay.

3 CHAl RVAN LAVAR:  Thank you, M. Mendenhal |

4 MR. CLSEN. Conmi ssioner, | guess |I'mjust

5 puzzled. I'msorry. |It's not M. Mendenhall. It has

6 to do with the two what becane charts that were created.

7 Is there a way that those are going to be

8 in the record? | nean, can we photograph thenf

9 CHAl RVAN LAVAR:  Well, we have not at this tine

10 had a notion to admt theminto the record. |f sonmeone

11 noved to admt themwe would have to figure out the right

12 way to do that, but at this point | don't think we have

13 a notion to that effect in front of us.

14 MR DODGE: M. Chairman, | mght indicate,

15 | believe they're for illustrative purposes only.

16 | 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 Conmm ssion's conveni ence.

19 And if the Commi ssion would view it convenient, | would

20 nove that it be admtted not into the record but for the

21 Commssion's use for illustrative purposes only.

22 CHAI RMAN LAVAR  |I'mtrying to figure out if

23 you just nmade a notion

24 MR DODGE:  Yes.

25 CHAI RVAN LAVAR Yes. | was trying to figure
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1 out if you just made a notion. |If you did, could ygﬁge >
2 restate your notion?

3 MR. DODGE: Yes. That the Conm ssion 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 testinony, 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 Comm ssion for illustrative purposes
10 if it's useful.

11 CHAI RVAN LAVAR: (Okay. And then maybe before
12 | get other parties to expand on that notion, | think

13 if that notion were granted in practice, the Conm ssion
14 would just take an imge of those and put themon the

15 web site docket even if they weren't admtted because we
16 have lots of things, we still put themon the docket --
17 MR DODGE: Just don't say | drew it because
18 they're really awf ul

19 CHAI RVAN LAVAR:  Just what ?

20 MR DODGE: Don't say that | drew it because
21 they really | ook bad.

22 CHAl RMAN LAVAR: So, with that clarification,
23 are there any comments on the notion?

24 MS. CLARK: Just clarifying. W're only

25 tal king about these two charts; is that correct?
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1 MR, DODGE: Correct.

2 CHAI RMAN LAVAR:  That's ny under st andi ng.

3 MS. CLARK: No. W have no objection.

4 M5. SCHM D:. The Division has no objection.
5 MR, OLSEN: No objection.

6 CHAl RVAN LAVAR  kay. M. Cook?

7 M. WIIlians?

8 MR WLLIAMS: No.

9 MR COOK:  No.

10 CHAl RMAN LAVAR. (kay. So, the Conm ssion wll
11 take possession of the charts and will place an i nage
12 of themon the docket. They're not evidence in this
13  proceeding at this point unless soneone el se noves to
14 do so. M. O ark?

15 MS. CLARK: The Conpany woul d cal

16  WIIliam Schwarzenbach.

17 CHAI RMAN LAVAR: M. Schwar zenbach, do you
18 swear to tell the truth?

19 THE W TNESS: Yes.
20 CHAI RVAN LAVAR.  Thank you.
21 W LLI AM SCHWARZENBACH
22 having first been duly sworn, was
23 exam ned and testified as follows:
24 DI RECT EXAM NATI ON
25 BY M5. CLARK
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Q Wul d you pl ease state your nane and busi ness

address and position with the conpany for the record?

A Wl liam Frederick Schwarzenback, 111
My business address is 333 State Street, Salt Lake Gty,
Utah. And ny role is director of gas supply at
Questar Gas.

Q | would Iike to direct your attention to the
testinmony you prefiled in this matter, Questar Gas
Conpany Exhibit 2.0R, the rebuttal testinony of WIIliam
F. Schwarzenback with attached Exhibits 2. 1R through 2. 3R
filed on July 31st, 2015 and Questar Gas Conpany's
Exhibits 2.0SR, the surrebuttal testinmony of WIIiam
Schwar zenbach submtted in this docket on August 14th,
2014. Are you famliar with those?

A Yes.

Q And were they prepared by you or under your
di rection?

A Yes, they were.

MS. CLARK: The conpany woul d nove for the
adm ssion of both pieces of testinony and their
attachnents.

CHAI RVMAN LAVAR  Does any party have any
obj ection to the adm ssion of the rebuttal and
surrebuttal testinony of M. Schwarzenbach with the

attachnent s?
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MR. OLSEN.  No.

M5. SCHM D: No.

CHAI RVAN LAVAR:  They will be admtted.

Thank you.
(QGC Exhibit 2.0R and QGC Exhibit 2.0SR
mar ked and admitted)
BY M5, CLARK:
Q Thank you. M. Schwarzenbach, can you pl ease
sunmari ze the testinony you' ve offered in this matter?
A Yes. The focus of ny testinony is to explain
the operational concerns that arise when transportation
custoners' nom nations do not match their usage.

Each of the last two years, Questar Gas has
experienced operational issues that |led to customer
curtail ments. These occurred on Decenber 5th, 2013
and Decenber 31st, 2014.

When curtail ments do occur, Questar Gas nust

know how nuch gas each custoner has brought to the system

in order to restrict their usage to their confirned
nom nati on.

Evi dence shows on nost days nom nations are not
done accurately at the custoner |evel. Custoners that
use nore than their confirmed nomnation will be using

suppl i es obtained for Questar Gas's sal es custoners.

During these recent events, sone custoners have
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ignored requests to curtail usage. Wth the growth

in the nunber of transportation custoners, if this
continues, it could result in the need for Questar Gas
to curtail firmsales customers. This could also result
in large penalties for transportati on customners.

In order for Questar Gas to effectively manage
t hese unpredictable events, it is inportant that
custonmers' nom nations match their expected usage each
day. On a daily basis the fluctuations in transportation
custoners' inbal ances also inpact Questar Gas's ability
to manage their own storage plans.

In the long term this could inpact the
managenent of cost-of-service production. Wile these
costs are not included in the transportations inbal ance
charge proposed in this docket, the charge wll serve
as an incentive for customers to make accurate
nom nations on a daily basis, therefore reducing the
I mhal ances and the inpact on our storage managenent.

The intervenors have presented objections
to the Questar Gas proposal including stating that the
requi rement for accurate daily nomnations is unduly
burdensone, that the current bal ancing restrictions or
OFCs are an effective way to incent accurate nom nations
by custoners on a daily basis, and that Questar Gas can

use |line pack to nmanage the transportation custoners

Litigation Services | 800-330-1112
www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG PROCEEDI NGS DOCKET NO. 14-057-31 - 08/26/ 2015

© 00 ~N oo o b~ w N Bk

O R N R O R S T N N e e o N N N
g A W N P O © W N O o M W N PP O

_ Page 103
i nbal ances.

The intervenors have argued that requiring
nom nations to be done accurately at the custoner |eve
i's unduly burdensonme. | do not agree with this. It is
and has been the responsibility of every transportation
custonmer to make an accurate nom nation every day.

The tariff itself already states the Company
will allow plus or minus five percent of a customer's
vol unmes delivered fromupstream pipelines as a daily
I mbal ance tol erance w ndow.

However, the tariff does not currently provide
an effective enforcenent nmechanismfor this five percent
t ol erance.

The system for nomnations is set up with
multiple cycles each day to facilitate the changes
necessary to nmeet these requirenents.

However, nost custonmers do not utilize these
opportunities to manage their nom nations. |Instead, sone
agents sidestep their responsibilities at the expense
of Questar Gas's sal es customners.

In fact, in total, transportation custoners
are outside of the five percent tol erance w ndow over
80 percent of the tinme during the test period used in
this docket. The Division of Public Wilities proposed

a flat or socialized rate to cover the costs of the
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services used to manage transportation custoners'

I mhal ances. They along with sone of the intervenors have
al so recommended that Questar Gas utilize the existing
bal ancing restrictions as a neans to incent a change in
nom nati ons behavior. | do not feel the existing

| anguage provi des adequate incentive.

The existing restriction | anguage provides for
aggregation and tradi ng of daily inbal ances by the
agents. Historically, agents have taken advantage of
this ability by only adjusting nom nations to a few of
their custoners to attenpt to bring their aggregate
nom nation in balance with their overall usage.

This again does not provide the accuracy
desired at the custoner level. | have proposed
additional tariff l|anguage that would address this issue
if aflat or socialized rate were to be inplenented.

And | astly, based on ny experience as the |ead
engi neer in charge of system planning for Questar Gas and
ny experience as the director of gas supply, | have seen
that Questar Gas does not have sufficient |ine pack to
manage the transportati on custoners' inbalances on a
daily basis. Due to the relatively small size and | ower
operating pressures of the pipes in the distribution
system any custoner usage directly inpacts the supplies

com ng fromthe upstream pipeline within hours.
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Thi s concl udes my sunmary.

MS. CLARK: M. Schwarzenbach is available for
Cross-exam nati on.
CHAI RVAN LAVAR:  Thank you. M. d sen?
MR, OLSEN. W have no cross. Thank you.
CHAI RVAN LAVAR:  Ms. Schmi d?
CROSS- EXAM NATI ON
BY MS. SCHM D

Q Yes. Good norning.

A Good nor ni ng.

Q | have a few questions about nom nations and
pi pel i ne managenent or distribution system nmanagenent.

What woul d happen if the sales custoners were
using all the storage, all the no-notice service and the
ot her bal anci ng services and the transportation custoners
were out of bal ance, what would Questar Gas do?

A Questar Gas woul d have to ask each of those
transm ssion customers to reduce their usage to match
their schedul ed quantity for the day. And that's their
confirmed nom nation for that day. So, that would be a
curtail ment situation.

Q Is it correct that the firmsales service
custonmers are paying to have gas avail abl e when they
need it?

A. Yes. That is true.
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1 Q How of ten does Questar Gas change its

2 nomnation for those sales custoners?

3 A We do a very detail ed nom nation every day,

4 and if we have to nake adjustnments throughout the day,

5 we will do that as well.

6 Q How often in your experience does the average
7 TS custoner change its nom nation?

8 A | believe the data shows that they only do it
9 maybe five times a nonth. So, not on an every-day basis.
10 Q Have you had the experience that any TS

11 custoner utilizes the intraday process to refine its

12 nom nation?

13 A Very infrequently.

14 M5. SCHM D:. Do you have a copy of what was

15 previously marked in this matter as DPU Cross Exhibit-17?
16 May | approach?

17 CHAI RVAN LAVAR:  Yes.

18 THE W TNESS: Thank you

19 BY MS. SCHM D
20 Q Coul d you please turn to Section 5.09?
21 Coul d you please read into the record the first
22 sentence of the second paragraph under the title "Daily
23 Inbal ances"? This sentence begins: "The conmpany will
24  provide ... "
25 A "The Conpany wi || provide notice of such
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restrictions to each affected nom nating party not

| ess than two hours prior to the first nom nation

deadline for the affected period or as soon as

reasonably practical to the extent systemintegrity
or upstream al l ocations allow"

Q I n your experience, has Questar used this
provision as requiring at |east two hours notice before
the first nom nation deadline?

A Yes.

Q So, Questar has not attenpted to use it |ater
in the nom nation process?

A Not that I|'m aware of.

Q Do you believe that Questar could use this
further into the nom nation process? And |'mnot asking
for a legal opinion. |I'mjust asking for your opinion
consistent with your title of Questar.

A Wth the current |anguage, | do not. | think
we woul d have to wait and provide the notice for the next
day. So, starting at eight a.m for whatever the next
gas day is. So, once we've reached the two hours prior
to the nom nating deadline, the first nom nating deadline
Is actually al nost 24 before the start of the next gas
day. So, once you're into that current gas day, you're
actually not just the next day but the one after that

i f that makes sense.
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1 Q It does. And to assist in this process,Page e
2 are there Questar Gas Conpany enpl oyees available to take
3 nom nations throughout the nom nating process?

4 A Yes. The systemis set up that way. They can
5 do their noms through any of the deadlines.

6 Q You woul d agree, though, that Section 5.09

7 permts the conpany to allow plus or mnus five percent

8 inbalance on a daily basis per custoner?

9 A Actually, | believe if you read it, it states
10 that there is a plus or mnus five inbal ance every day

11 and it permts the conpany to actually nake that tighter
12 and then assign penalties to it after that.

13 Q I n your experience, how often has the conpany
14  inposed penalties? And then the second part of the

15 question wll be, how often has the conpany nade t hat

16 tolerance smaller?

17 A |'mnot sure exactly how many tines. | think
18 | sawin the data that it was 120 days. | 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 systemis getting pushed,
22 though. It's usually either during a cold weather event,
23 but it could al so happen during any type of nechani cal
24  concerns on the upstream pipeline.
25 That could be plant issues. It could be
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1 sonmething gets hit by lightning and isn't vvorking.Pa euﬁgg
2 be alot 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 avail able.

5 And what was the second half of the question?
6 Q How often has the inbal ance tol erance w ndow
7 been nmade smaller than the plus or mnus five percent?

8 A We usually don't go smaller. | don't think

9 there's been very many occasions. W try and work with
10 the agents or the custoners as well. Sonmetines we'll

11 actually put a tolerance level kind of in line wth

12 what we're experiencing.

13 There are tines when we'll put a tol erance

14 where it is -- they could be -- they could pack the

15 systembut not draft it nore than five percent neaning
16 that, you know, they cannot pull nore than five percent
17 off of our systembut 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 nakes sense with the operationa
21 issue that we're doing. W have applied these nore

22 frequently recently, and | think it has to do with just
23 the fact that, for one, there's nore transportation

24  custoners and therefore nore volune we're trying to

25 manage through it.
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1 And two, | think there's been nore evenfgge P
2 recently in ternms of upstream pipeline constraints,

3 wellhead freeze-offs, things like that. | think they've
4  been nore frequent.

5 Q I n your testinony, you say that many custoners
6 and agents have not historically matched daily

7 nom nations and usage. Do you recall that?

8 A Yes.

9 Q Do you recall that you also said that the

10 custoners and agents shoul d have been doing this al

11  al ong?

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 Conpany shoul d have been using Section 509
16 nore often?

17 A Well, and that is one of the reasons we've

18 started to use it nore often. Unfortunately, the

19 Section 5.09 which requires the plus or mnus five
20 percent tol erance on an everyday basis, there's no
21 mechanismin there to actually charge themfor it
22 unl ess they are on that restriction.
23 M5. SCHM D: Thank you. [|'m done.
24 CHAI RVAN LAVAR: M. Dodge?
25 CROSS- EXAM NATI ON
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1 BY MR DODGE: rage 1
2 Q Thank you, M. Chairman. Good norning,

3 M. Schwarzenbach.

4 A Good nor ni ng.

5 Q On page -- lines 33 and 34 of your rebuttal,

6 in response to a question -- I'll let you get there.

7 [''msorry.

8 A |''mhaving trouble finding it.

9 Do you have a copy of it?

10 MS. CLARK: | sure do.

11 MR DODGE: | was going to reference your

12 surrebuttal, too. So you mght grab that.

13 (Di scussion off the record)

14 THE WTNESS: Sorry about that. |'mnewto

15 this process.

16 BY MR DODGE:

17 Q All right. Wlconme. 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 inportant that TS custoners or their

22 agents nake accurate nom nations on a daily basis?"

23 And | was referencing your answer on 33 and 34.
24 "Al'l shippers are required to enter a nom nation for
25 each day. This is an industry standard throughout
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the country."
Ri ght ?
A Yes.

Q Then |'mgoing to turn to your surrebuttal
question beginning on line 41 and basically continuing
over through 73. | won't read all of that, but the
question on 41 says:

"Do you agree that agents should be all owed

to manage the nom nations in aggregate for al

of their custoners?"

And you say, no. W need to have accurate
dai |y nom nati ons.

You understand now, do you not, that the
intervenors in this docket were not asking in this docket
to all ow aggregate nom nations but rather sinply for
pur poses of cal culating and inposing any inbal ance
penalties that they be done at an agent level in
aggregation? Do you understand that now?

A | actually understood that at that point.

But the purpose of that statenent was actually the fact
that it was in reference to the proposal to charge them
penal ties at an aggregated basis.

And in ny opinion, even if you do a nom nation
at the custoner |evel but there's no punitive or there's

no charges except at the aggregate |level, then there
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1 really is no reason to do those nom nations accurately

2 at the custoner level. You wind up in a scenario where

3 you have to do ten nom nations for ten customers but

4 there's absolutely no reason not to put a zero nom nation

5 in for nine of themand just have that tenth one equal

6 your volune for your aggregate usage.

7 Q In terns of inpact on the conpany, what you

8 seeis a total aggregated inpact of all inbalances, TS

9 custoners and GS custoners alike; right?

10 For operational reasons, what you see is an

11 aggregated inpact of all the inbal ances netted agai nst

12  each other?

13 A Actual ly, for operational reasons, we need

14 to know by custoner because that gas is being delivered

15 to different |ocations on our system

16 Q You need know where the nom nation goes and

17 if the gas shows up where to deliver it, but for

18 operational considerations |like the potential inpact

19 on the systemthat you' ve testified to, what matters

20 is the total aggregated inpact of all of your custoners.

21 In other words, if everything nets out so

22 there's zero inbalance, even if two of themare wildly

23 out on either side, it doesn't have an operational inpact

24  on the conpany?

25 A | would not agree with that. | actually think
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it does have an operational inpact because we need to

know how nuch gas is being delivered to what |ocation

on our system \Well, the sane -- the right anount of gas
may be delivered to the input of out system the city
gate, we still need to know how to deliver that gas

on our system and what |ocation to deliver that to.

If the nomnation is not accurate by custoner,
we don't have that information. Al we know is how nmuch
gas is comng to our system

Q ' m saying, assune you get a daily nom nation
that is as accurate as a person can nake it, what affects
you operationally is the total aggregate inbal ance,
not whether one custonmer is long and one is short and
they of fset each other

Now, if there's an inbalance and you have to
I npose penalties or something, you have to conpare the
burn to the nomnation; right? So, you need to know
those nunbers. But operationally, it doesn't inpact you
if they offset each other?

A. You're assumng in that statenment, though
the assunption is that the nomnation's accurate, first
of all, is what you said in your statement. And w thout
any incentive, we don't know that that nom nation's going
to be accurate.

And second, you're assumng that if we have
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any restrictions that we can restrict those custoners
in a reasonable way. Those are two big assunptions in
what you're saying, there's no operational inpact --

Q Vell, let's talk about --

A -- which is why | have trouble agreeing with
your statenment that there is none.

Q Vell, let's talk about the incentives. | nean
today, you have the ability as Ms. Schm d wal ked t hrough
with you for purposes of systemintegrity, altering gas
pur chases, production or storage or other system
constraints, when you need it, you have the ability to
I ssue an OFO and hol d people to the restrictions, to
their nomnations with a very severe penalty; right?

It's a buck 25 per dekatherm m ni num
That's not a comodity cash-out but rather
just a penalty for inbalance; right?

A Yes.

Q And do you not find when you issue OFCs that
agents work very, very hard to respond and bring their
nom nations or their deliveries and their usage as cl ose
to what they've been restricted as possible?

A We find that they do actually nake an attenpt
to get their total deliveries in aggregate as close it
needs to be for their aggregate usage, but what we're

trying to incent here is for themto do that sane thing

Litigation Services | 800-330-1112
www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG PROCEEDI NGS DOCKET NO. 14-057-31 - 08/26/ 2015

© 00 ~N oo o b~ w N Bk

O R N R O R S T N N e e o N N N
g A W N P O © W N O o M W N PP O

. . Page 116
at a custoner level, not just in aggregate.

So, again, if they just nmake adjustnments to one
or two custonmers to bring their aggregate volune in,
that's not going to help us in an operational situation
I f they've got enough gas but it's all assigned to one
of their 50 custoners.

Q You say it's not going to help you, but again
if you issue an OFQ, if you' ve got systemconstraints
or sonething else that's causing you problens, they are
going to respond and they're going to help solve your
problem by restricting their usage to what you all owed
themto; right?

A They will respond in the aggregate, yes.

Q And that's how it inpacts your conpany in the
aggregate. You're tal king about those two tinmes in the
| ast decade you've issued an actual interruption.

Then you penal i ze people based -- or you hold people to
what they've nom nated or delivered and then you penalize
themif they don't stop burning at that level; right?

A Right. And you characterized it as two tines
in the last decade. | would say it's like actually two
times in the last two heating seasons which is a big
difference in nmy mnd.

| mean, these are becomng nore critical

situations. And that's what we're trying to nanage.
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W want to have those nom nations correct so that when

you get in that situation which we've seen each of the
last two years. So, this isn't a situation that's
unlikely. W've seen it each of the |ast tw years.
And those were warm years that we've seen this.

So, we're just trying to make sure that the
nom nati ons are accurate so when those situations occur,
whi ch they seemto occur nore frequently now, that we're
abl e to manage the operation of our system

So, our system needs to have a receipt which is
the gate station and also the delivery |ocation know ng
where that gas is going to go and to which custoner.

Q And the last time you interrupted, you said it
went fairly smoothly because now you have the right
information to | et people know there were sonme penalties
i nposed, et cetera; right?

A | would say it went snoother than the first
one. So, we are getting a little bit closer, but I
woul dn't say it was -- that there was still lots of
concerns and |l ots of issues.

Q And so, for those rare occasi ons where you' ve
had to physically interrupt and with the concern that you
have to know what a customer's burning so you can
properly assess penalties, et cetera, you're proposing to

custonmers like my clients, you' re required every day
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1 of the year to individually nonitor their own nom nations

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, | would argue they're already

6 required to do that. Al 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 mnus five

9 daily inbalance tol erance.

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 mnus five tol erance w ndow.

13 Q What nmakes your utility so special that you

14  have to have nore than just the current |anguage to

15 incent that? Have you |ooked at other utilities to

16 see what they do?

17 A | have not. But | have | ooked at what our

18 custoners have done with the current |anguage. And

19 it is obvious that the current |anguage 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 custonmer deliveries

23 |like you're warning could happen.

24 Never happened; has it?

25 A It has not which is a good thing in nmy m nd.
Litigation Services | 800-330-1112

www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG PROCEEDI NGS DOCKET NO. 14-057-31 - 08/26/ 2015

© 00 ~N oo o b~ w N Bk

O R N R O R S T N N e e o N N N
g A W N P O © W N O o M W N PP O

Page 119

Q It is a good thing.

A My job is to worry about that happening.
My job is to nake sure that doesn't happen. And we're
here today in part because we don't want that to happen.

|'d nuch rather be here arguing with you right

now before the fact than in here trying to explain |ater
on why that happened, why we had to interrupt sales
custoners. So, |'d rather be here right now

Q So, let's all say we agree with that. Then
let's come up with the nost |east restrictive, |east
puni tive way of doing that.

And is it not through that, so, it's never
happened that you' ve had these sal es custoner disruptions
that you warn us about ever-ever even though there's not
any econom c incentive in today's tariff to natch
nom nations with burn except when the Conpany tells them
to.

Now, you're proposing to inpose sonething.
Even if it's for penalty purposes cal cul ated on an
aggregate level at the agent level, in aggregate at the
agent level like it's now done during OFGCs.

Even if that happens, there will now be a
financial incentive and we woul d expect the errors to go
down because now there's a financial consequence even on

non- OFO days if people don't aggregate nore accurately;
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2 A |''mnot sure exactly what |'magreeing to right
3 there. You rattled off a whole [ot of stuff right there.
4 And | don't knowif | would agree to all of it. | may
5 agree to sonme of it.
6 Q Vell, let me parse it. And | apol ogi ze for
7 that.
8 A Yeah.
9 Q You woul d agree, would you not, that even if,
10 as the agents and custoners are requesting, that you
11 allow the agents to continue dealing with the utility for
12 their aggregate custoners |ike 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 custoners in
15 bal ance, there would be a penalty that they're going to
16 have to assess sonmewhere. And that's going to create
17 nore of an econom c incentive than we now have.
18 A | will say that | think we need the incentive
19 to be at the customer |evel because | would |ike the
20 nom nation to be correct at the custoner |evel.
21 Q | know you say that and | think you'll hear
22 fromthe agents who testify later, their goal is always
23 to get those nom nations accurate at a custoner |eve
24  and they will continue to do so with this economc
25 incentive even nore so.
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Can you not even agree that with this economc

consequence for failure to stay within the tol erance

| evel at an agent aggregated level, there will be nore
of an incentive to be accurate every day, not just
during OFO periods?

A | think there will be nore of an incentive to
stay in tolerance on an aggregated basis. | do not think
there woul d be any nore incentive to do it on a custoner
basis. And what we have seen through the existing OFCs
I's that when they're provided that incentive to do it on
an aggregate basis, they do it on an aggregate basis.

But they do so by only adjusting a few of their
custoners. They don't do so by adjusting all the
nom nati ons across the board to all of their custoners.

Q But again --

A We would |ike the incentive to be at the
custonmer level to get it so that they adjust that
nom nati on for each of their custoners.

Q And the relevance of that is so you can assess
the penalty?

A The rel evance of that is so that if we have
to call a curtailnment that we can curtail those custoners
accurately, so we can tell them how nuch gas they
actually have to use.

For example, if you had a 10-dekat herm
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nom nation for a custoner every day and they've been

burning 35 but you've added that additional 25 onto
anot her custoner, now we're going to call that custoner
who coul d be a school or a hotel or sonething like that
and say, you've got to reduce your usage to 10
dekatherns. They're going to look at it and say,
there's no way | can do that and they're just going

to continue to burn their 25 or 35 or whatever.

Q They' || do that once and then what happens?

A Then they will get penalized.

Q They get kicked off the system They're no
| onger an interruptible if they're interruptible?

A No. That's just it. They could be a firm
custoner so that they're not getting kicked off the
system Al they get is a penalty which in the past has
been, a lot of tines what we're told, those penalties
were actually paid for by the agent anyway.

So again, that's reducing the incentive to the
cust omer.

Q And the penalties can be as high as $25 per
dekat herm right, under your tariff currently?

You don't think that's enough economc
incentive for themto restrict thenselves to what
t hey' re supposed to be burning?

A Not if they're not actually ever charged it.
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1 Q And let's talk -- well, but you're assumpﬁge hes
2 they won't charge it. You think the agents are --

3 there's never been a daily consequence like there wll be
4 nowif the Conm ssion adopts this proposal.

5 Do you think agents are just going to eat that?
6 A ' m not sure.

7 Q Are you sure they won't?

8 A | don't think it's my place to specul ate

9 exactly what the agents are going to do.

10 Q The other thing is, you're tal king 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 | think M. Wieelwight talked a little bit

14  about the relative percentages.

15 How much of your total transportation vol unes
16 go to small custoners |ike schools and churches and

17  governnent buildings? Roughly.

18 A ' mnot sure the exact percentage.

19 Q It's very small; right?

20 A | think it's it was in M. Weelwight's

21  testinony.

22 Q It's very small; right? |If the |arge custoners
23 who do have a strong econom c incentive conply,

24 it's going to solve your problem is it not?

25 A And what is the strong econom c incentive?
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Q This daily nom nation. Soneone's going to pay

it if they're out of balance in aggregate. And that's
where it inpacts you. |If everyone balances out despite
you wi | dly out of balance, you're not going to have to
call an OFO or an interruption if they're living --

If the aggregate nom nations are all at zero,
you're not going to have to worry about it. It's only
when you have to start issuing restrictions or
interruptions you have to care about; right?

A | care about it every day.
Q ' m happy you care. Do you understand --
You say daily nom nations as an industry standard.

Do you al so understand that agent-|evel
aggregation for nomnation inbalancing is al so
an industry standard?

A Yes. And | think that we offer that as well.
| nean, our tariff states it and our tariff allows that.
We're tal king about the conmodity piece of it. Al we're
trying to do here is when they're out of balance to
charge for the services that they use to keep in bal ance.

You seemto be confusing a nunber of occasions,
our charge here, wth what other conpanies are doing
in terms of their commodity balancing, in terns of the
actual dekathernms of gas that are owed to the conpany

or the conpany owes these custonmers. And there is a
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di fference there.

So, a lot of what you're referring back to in
terms of us not doing the sanme as these other conpanies,
you're mxing up this charge that we're presenting which
Is just for the services used to nanage it with the
actual cost of the comodity that's being inbal ance --

Q It's ny time to clarify. No, I'mnot m xing
that up at all. | understand that conpletely. And we
can go through a dozen tariffs if you'd like to that you
and or the office have referred us to for other utilities
that try to inpose sone kind of daily inbalance charge
or consequence.

Wuld it surprise you to find out that they
al | ow aggregate inbal ance, the inbalances to be
aggregated on a daily basis for that purpose typically,
too? In other words, if an agent has ten custoners
and they have a ten-percent inbalance tolerance or a
t wo- percent i nbal ance tol erance and they charge for the
excess, it's |ooked at at an aggregate |level for that
agent. Wuld that surprise you?

A Again, | think that's the comodity side.

Q No. |'mnot talking commodity. |'mtalKking
daily inmbal ance consequences. It would surprise you?
A It would surprise ne, yes.

Q Ckay. Well, we can wal k through those.
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In your rebuttal testinmony you tal ked about

if aflat rate were proposed that you woul d propose,

If that were the case, you changing the current tariff
to allow you to issue an OFO during the last rather than
the first cycle. Do you renmenber that?

A | do.

Q You understand the | ast cycle has very very
limted liquidity; do you not?

A Yes.

Q And so that as a practical matter nmean that
client customers would not be able then to cure the
I mbal ance that you see -- that respond to your
Instructions. They wouldn't have the ability because
of an illiquidity situation to respond to the
instructions to match to try and bring in supply
if that were the requirenent?

A | think that's only if their nom nations are
nowhere close. |f they only have a small adj ustnent
to make, | don't think they need as much liquidity in the
market. | think that is part of the incentive to have
your nom nation close every day is the fact that you
now know that a restriction can be inposed for that
particul ar day.

So, if you're close, then even if it is the

| ast cycle, as long as your nom nation was barely
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accurate for that day already, you're only making a
smal | adjustnent and now you can do that still in the
| ast cycle.

Q Do you accept the agent's testinony in this
docket that that would be very disruptive to their
ability to respond? You don't accept that argunent?

A | think it would be harder for themto nanage.

Q And that has never been analyzed; right?

That was thrown in in rebuttal testinony,
not as part of the conpany's proposal; right?

A Well, that was actually put in in response
to a proposal that was provided by the Division of Public
Utilities. So, that was our response to that. They nade
the recommendation that restrictions be used to incent
the custoners or -- the custonmers or the agents.

And we just responded that we don't feel
the restrictions with the language that's in there is
adequate, that we would have to nake a little bit of a
change to the | anguage in order or neke it adequate
toincent themto do it at a customer |evel.

Q And do you think before that kind of change is
made whi ch the Conpany hasn't proposed, there ought to be
maybe nore anal ysis of the inpacts, the tradeoffs between
the inpacts on transportation custoners and the benefit

to the systen?
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A Wll, again, that's why we haven't put that in

our proposal. W still feel our original proposal is the
best route to take. That was just in response to an
alternative proposal. That is the concern we have with
the alternative proposal

Q That is the flat-rate proposal ?

A Yes.

MR DODGE: O socialized. Whatever termyou
want to use. kay. Thank you. | have no further
questi ons.

CHAI RVAN LAVAR M. Cook?

MR COCK: | have no questions.

CHAl RVAN LAVAR. M. WIlians?

MR WLLIAMS: No.

MR, OLSEN: | have no questions.

MS. CLARK: Can | just have a m nute?

CHAI RVAN LAVAR:  Certainly.

MS. CLARK: Thank you. | apologize. | just
have two questions. Well, no. | only have one question.
You talked a little bit -- you know what, | don't have

any questi ons.
CHAl RVAN LAVAR. (Ckay. Well, thank you.
Conmi ssi oner \WWite?
COMWM SSI ONER WHI TE:  No questi ons.
CHAI RMAN LAVAR:  Conmi ssioner C ark?
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1 EXAM NATI ON rage 129

2 BY COW SSI ONER CLARK:

3 Q Thank you. | 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 coul d you descri be what happened on those

7 days or at |east one of thenf

8 A Yeah. | think we can start with Decenber 5th

9 of 2013. It's alittle further away in nmy nenory but

10 "1l probably renenber it for a long tine.

11 That day there were supply issues neani ng we

12 had our supply set up for the day and our nom nations

13 done and so did all the transportation custoners.

14 And we started receiving word of there were

15 sone plant shutdowns and well freeze-offs and sonme of

16 that supply was not going to be getting to our system

17 So, we made the decision that we have to limt

18 our transportation custoners or sone of the ones that

19 were having their supply reduced. W only contacted the

20 ones whose supply was actually being reduced, and we

21 therefore asked the custoners to reduce their usage

22 to match the supply that was comng 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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if I recall correctly, we did not have a restriction

or an operational flow order in place at that point.

And agai n, because of the wording, so, we
call ed one i mediately when we started seeing the
freeze-offs and when we started seeing the issues.
But it wasn't going to be in place until the next day.

That was in our mnds one of the wake-up calls
that nade us start to be a little nore conservative and
start to issue those restrictions a little bit sooner
whenever we thought that there m ght be an issue.

So, that's one of the reasons you see them
being instituted a little nore frequently.

Q And when you say, "a little nore frequently,"”

for 2014, for exanple, how many tinmes did you inplenent

an OFO?

A |''mnot sure exactly how many times. There is
a nunber of events. |'d say probably ten to 15 subject
to check.

Q Thank you. And now, regarding netering,
you probably heard ny questions to --

A | did.

Q -- M. Mendenhall. So, what 1'd like to
understand is what capabilities does a transportation
custonmer have to understand their usage fromthe nmetering

equi pnment that Questar requires themto have and what
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woul d they not understand.

I n other words, what contributes to nmetering
cal cul ations or usage calculations after the neter
process that mght relate to heat content or tenperature,
at nospheric or other conditions?

A |''mnot an expert on the actual meter or the
netering and that side of it, but I do know that the
neter, then, is read electronically and we do get a read
for every custonmer on a daily basis that's put into our
Pipe Viewer. So, that Pipe Viewer will then take the
read fromthe nmeter which may be in cubic feet a unit of
volune. And it'll add heat content, stuff |like that wll
be included on their read in Pipe Viewer.

And all custonmers have access to Pipe Viewer
and so do the agents as well through an agency agreenent
have access to Pipe Viewer.

So, all of the heat content and ot her
information is available via Pipe Viewer. |If you |ook
specifically at the neter, I'mfairly certain the only
thing you're going to see is a nunber that probably reads
cubic feet. You are able, then, to go back to
Pi pe Viewer and you know that the heat content and the
rest that goes into the cal culation doesn't change as
frequently as the neter read. That's fairly static type

data. So, you would be able to apply that to the neter
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read at the neter at the site and be able to determ ne

a dekat herm val ue for how much you' re using.

And that meter will be accurate kind of on a
realtime basis, whereas right now the conpany only
requires that the neter call in to the conpany on a daily
basis to get that read.

Q And what's the interval between the usage
and the Pipe Viewer data being available to a custoner?

A Well, the usage is kind of an ongoi ng basis,
but, so, the read will cone in once a day and it's
usually in the norning right now | believe between 8:30
and 10:30 that that read will be on Pipe Viewer and that
w |l be for the previous day.

So, you'll have the read for the previous day.
And unfortunately it's right around the tinme they're
doi ng nomi nations, but with the change in nom nation
schedul e which is comng up, you'll have it prior to that
tine period.

Q And how nuch can these additional influences
on the netering -- I'mreferring to heat content and
these other influences. How rmuch can they affect or
do they typically affect?

A They don't really affect it. |It's nore of just
a conversion fromone unit to another. So, it's a fairly

static conversion. The heat content's usually the sane
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like | said. So, the real nunmber that's changing is the

actually read fromthe neter.

| think it's also inportant to note that a | ot
of times, even though they're getting this information
on a daily basis, they' re not making any nom nation
change based directly on that right now

COW SSI ONER CLARK:  Thank you.

EXAM NATI ON

BY CHAI RVAN LAVAR:

Q | have one or two questions.

You may not know the answer to this first one.
Does the typical agent manage custoners who
receive service fromnultiple city gates?

A | would say that yes, they do, it's nultiple
city gates because nost of the transportation custoners
are on our general -- the central system Kkind of the
Salt Lake City area, and those systens are served by
nmul tiple gate stations.

Q Ckay. And | don't think this question has been
answered yet. If it has, please |et nme know

But what would be the difference in inpact to
Questar between one custoner over nom nating and anot her
custonmer under nomnating at the sane tinme city gate
versus a custonmer who receives fromone city gate over

nom nating and a customer that receives service from
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a different city gate under nom nating?

A Operationally, there would be a big difference
dependi ng on which gate station. So, sone of them Iike
| said, inthis central area are all nanaged together,
but if you had one custoner, say, down south in
St. George that was under delivering and a customer in
Salt Lake that was over delivering, there would be no way
to net those volumes back and forth between those two
systens. Both of them would be handl ed separately
t hrough our no notice and they woul d nake adj ustnents
at either end either on the south end or to the gate
stations to the north.

But there would be no way to physically
aggregate that gas back and forth between the two.

Q Ckay. But at sone city gates that can --

A Some city gates it coul d.

CHAI RMAN LAVAR: Ckay. Thank you.
| don't have anything else. M. dark?

MS. CLARK: | have nothing nore.

CHAI RVAN LAVAR. (kay. Thank you,
M. Schwar zenbach.

THE W TNESS: Thank you

CHAI RMAN LAVAR: M. O sen, would you like to
call your first wtness now or would you prefer we take

a break now?
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1 MR OLSEN. |'Il call Kevin Mangel son ﬁ%g\]/\(/? oS
2 | don't anticipate that will take a great deal of tine.
3 CHAIl RVAN LAVAR. kay. M. Mangel son, do you
4 swear to tell the truth?

5 THE W TNESS: Yes.

6 CHAI RVAN LAVAR M. d sen?

7 GAVI N MANGEL SON,

8 having first been duly sworn, was

9 exam ned and testified as foll ows:

10 DI RECT EXAM NATI ON

11 BY MR OLSEN:

12 Q M . Mangel son, would you state your full nane
13 for the record, please?

14 A Gavi n Mangel son. Ma-n-g-e-1l-s-0-n.

15 Q And what is your position with the Ofice?
16 A |"'mthe utility anal yst.

17 Q Did you prepare or have -- assist in the

18 preparation of rebuttal testinony in this docket dated
19 July 31st, 20157

20 A Yes.

21 Q Do you have any changes or nodifications

22 to that testinony at this tine?

23 A No.

24 MR OLSEN: We would ask that it be admtted.
25 CHAI RVAN LAVAR:  Any objection fromany party
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to admtting the rebuttal testinony of M. Mngel son”

MS. CLARK: No.

M5. SCHM D:  No.

CHAI RVAN LAVAR: It will be admtted.

Thank you.
(IExhi bit OCS 2R marked and admitted)
BY MR OLSEN

Q Do you have any sumary you would like to
present ?

A Yes. The summary of ny testinony is that
previ ous wor kgroups and di scussions relating to this
I ssue have not produced a resolution and that these
di scussi ons have been highly contentious.

| conclude, therefore, that a task force would
l'i kel y be unsuccessful in determning an equitable rate
agreed upon by the participants.

Furthernore, if the Comm ssion finds that a fee
is warranted or necessary, we would like themto renedy
that inequity inits order rather than allow the inequity
to continue through the duration of the task force
process.

Q Does that conclude your sunmmary?

A Yes.

MR COLSEN. M. Mangel son is available for

Cross-exam nati on.
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1 CHAI RVMAN LAVAR:  Ms. O ark?
2 M5. CLARK: The Conpany has no
3 cross-examnation for M. Mangel son.
4 CHAl RVAN LAVAR:  And, Ms. Schmi d?
5 CROSS- EXAM NATI ON
6 BY M5. SCHM D
7 Q Thank you. | have just a couple.
8 In your rebuttal testinony, you state that the
9 Ofice opposes the Division's recommendation that the
10 Comm ssion limt its current order to a finding that a
11 rate for fee is necessary and del egate the determ nation
12 of such a fee to a task force.
13 That's on page four, lines 74 through 77
14  of your rebuttal. Did | read that correctly?
15 A | believe so.
16 Q Do you understand that the Division is now
17 reconmmendi ng that the Conm ssion issue an order charging
18 transportation service custoners for the 1.7 mllion
19 on a flat fee basis?
20 A | do understand that that has been put forth
21 in M. Wieelwight's surrebuttal.
22 M5. SCHM D. Thank you. That's all ny
23  questions.
24 CHAI RMAN LAVAR:  Not hing el se? Ckay.
25 M. Dodge?
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MR, DODGE: No questi ons.

CHAI RVAN LAVAR: M. Cook?

MR. COOK: No questions.

CHAl RVAN LAVAR M. WIIlians?

MR WLLIAMS: No questions.

CHAI RMAN LAVAR. kay. Thank you. On.
|"'msorry. Conm ssioner \Wite?

COW SSI ONER WHI TE:  No.

CHAI RVAN LAVAR:  Commi ssi oner O ark?

COW SSI ONER CLARK:  We're the potted plants.
| have no questions.

CHAI RMAN LAVAR: | have none. Thank you,
M. Mangel son. Wuld this be an appropriate tine,
M. dsen, for a break?

MR OLSEN. It strikes nme that it woul d.
| suspect we'll be nore than five mnutes. So, perhaps
it will be a good tine.

CHAI RMAN LAVAR. (kay. Shall we take a lunch
break until 1:00 p.m? Any objection to that?

(No verbal response)

CHAI RVAN LAVAR:  We'll be in recess.
Thank you.

(Lunch recess 12:50 p.m to 1:01 p.m)

CHAI RVAN LAVAR: W are back on the record.
VW'll go wwth M. d sen.
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MR OLSEN. Thank you. The O fice would Iike

to call Jerome M erzwa.
CHAl RMVAN LAVAR: MR Merzwa, do you swear to
tell the truth?
THE WTNESS. Yes, | do.
JEROVE M ERZWA,
having first been duly sworn, was
exam ned and testified as foll ows:
DI RECT EXAM NATI ON
BY MR OLSEN:
Q M. Merzwa, would you pl ease state your full
nane for the record, please?
A My nane is Jerome B. Merzwa. The |ast nane
is spelled Mi-e-r-z-wa.
Q And for whom are you enpl oyed?
A | am enpl oyed by Exeter Associates, Inc.
Q And why are you here today?
A To present testinony on behalf of the Ofice
of Consuner Services.
Q Did you prepare or cause to be prepared direct
testinony filed on July 21st, 2015 in this proceedi ng?
A Yes. That was ny anended testinony.
Q And did you al so prepare or cause to be
prepared surrebuttal testinony filed on August 14th,

20157
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1 A Yes, | did. rage 240
2 Q Do you have any -- the one anendnent that cane
3 in officially on the direct testinony, do you have any
4  further amendnment to either of those?

5 A Not that |'m aware of.

6 Q And if | were to ask you all the questions in
7 those docunents, would your answers still be the sane?
8 A Yes, they woul d.

9 MR. OLSEN. Your Honor, we would ask that they
10 be submtted.

11 CHAI RMAN LAVAR:  Any opposition from anyone?
12 M5. CLARK: No.

13 M5. SCHM D:. None fromthe D vision.

14 CHAl RVAN LAVAR: Ckay. They'll be admtted.
15 (Exhibit OCS 1D and Exhibit OCS 1S

16 marked and adm tted)

17 BY MR OLSEN:

18 Q Do you have a sumary?

19 A Yes. | have a sunmary of ny direct testinony.
20 In ny direct testinony filed on behalf of the Ofice

21 of Consuner Services as anended on July 21st, 2015,

22 | described a proposal of Questar Gas Conpany to assess
23 transportation custonmers a charge of 19.064 cents per

24  dekat herm of daily inbal ances between nom nated vol unes
25 and usage that exceeds five percent.

Litigation Services | 800-330-1112
www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG PROCEEDI NGS DOCKET NO. 14-057-31 - 08/26/ 2015

© 00 ~N oo o b~ w N Bk

O R N R O R S T N N e e o N N N
g A W N P O © W N O o M W N PP O

o _ Page 141
And that indicated | was in general agreenent

wi th the Conpany's proposal. | then responded to the
testinony of several intervening parties who al so
presented direct testinmonies in this proceeding.

In responding to the intervening parties,
| disagreed with a proposal to establish a workshop
process to address the proposed charge.

| also disagree with a nunber of proposals
to nodify the calculation of the charge. | then noted it
was common for gas utilities to assess bal anci ng charges
and that Questar Gas currently assessed no such charge.

Finally, | noted that an alternative to
assessing a charge on daily inbal ances greater than five
percent, the conpany could adopt a volunetric bal ancing
charge which | calculated at 3.657 cents per dekatherm

Q Does that concl ude your summary?
A Yes, it does.

MR OLSEN. M. Merzwa is available for
Cross-exam nati on.

CHAl RVAN LAVAR. (kay. M. dark?

M5. CLARK: The Conpany has no cross.

CHAl RMAN LAVAR  (Ckay. M. Schm d?

M5. SCHM D: The Division has no cross.

CHAl RVAN LAVAR. (kay. M. Dodge?

CROSS- EXAM NATI ON
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BY MR DODGE:

Q You' Il be surprised to know that
| do. M. Merzwa, good afternoon and wel cone to U ah.

A Good afternoon. Thank you.

Q In your testinony, and you don't need to refer
toit specifically. 1 think you'll recall. You
basically said in your view bal ancing charges and i ssues
depend upon the specific circunstances of each utility.

Is that a fair statenent?

A That's a fair assessnent.

Q Having said that, you will agree, will you not,
that in terns of a proposal to inpose a daily bal ancing
requirement with a penalty or a charge on top of that
Is fairly unusual anong the utilities you' re aware of,

Is that a fair statenment, as opposed to a bal anci ng
charge on all vol unes?

A A bal anci ng charge on all volunmes is nore
common but | wouldn't say it's unusual to assess a daily
charge. | nmean, it's not unique, certainly not unique,
but the nonthly bal ance is nore common.

Q O the ones that have been identified in this
docket by you and or the conpany, the only ones | have
| ocated that have that kind of approach, 1'd like to walk
through and see if you are famliar with them The first

one i s Sout hwest Gas.
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| see fromyour resune, you have testified

i n Sout hwest Gas dockets; is that correct?

A | don't think that -- yes. | think | did.
| don't think it was this century.

Q Believe nme, | know what you're tal king about.

Do you understand that the Southwest Gas tariff
allows a 25 percent inbal ance all owance?

A | have not | ooked at the Southwest tariff in
years.

Q And would it surprise you -- apparently it did
M. Schwarzenbach, but would it surprise you to know that
I n Southwest, they allow the agents to indicate -- that
the intolerance is nmeasured at the agent |evel and the
agent indicates to whom i nbal ance consequences should be
char ged?

A | don't know what Sout hwest does. It wouldn't
surprise ne.

Q I'd like to hand you a page fromthe tariff and
just see if you have any reason to disagree that this is
a provision that Southwest tariff's dealing wth.

And 1'Il represent to you, M. M erzwa,
that this was downl oaded fromthe internet using a site
provi ded either by you or by the conpany. | don't know
exactly who gave that site in a data response.

And | think the Conm ssion can take
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adm ni strative notice of tariffs of other utilities.

| don't think we need to spend a lot of tinme on it,

but I'd like you to just | ook at paragraph 6C. And this
is an inconplete part of the tariff. 1've got nore of it
I f you want to look at it or the whole thing which is
800- pl us pages long electronically if you woul d.

But 6C indicates -- it deals with nom nations,
and then the sentence |I'mfocused on in the mddle there
reads -- and tell me if | read this wong.

"The custoner or Agent nust specify, prior to
the flow day, the method to be used by the UWility
for allocating inmbalances anong i ndi vi dual
custoners. |f the allocation nmethod is not
specified prior to the flow day, the Uility wll
al l ocate any inbal ances pro rata fromthe Cycle 1
Nomi nation."

Did | read that correctly?

A Yes, you did.

Q Now, if you accept ny representation that
this is fromthe current Southwest tariff, it would
appear that whatever the consequences of the daily
I mbal ance restriction Sout hwest inposes is dealt wth
at the agent |evel and the agent indicates what happens
when there are consequences when there are inbal ances.

I's that how you would read that?
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A. That is how |l would read that.

MR. DODGE: Another utility that -- and | guess
| should mark this as cross X UAE 2. And again, | would
indicate, M. Chairnman, that although I think you would
take adm nistrative notice, |I'll nove it be admtted as a
cross X exhibit just for convenience.

CHAl RVAN LAVAR:  Any objection fromany party?

(No verbal response)

CHAl RVAN LAVAR. Ckay. It'll be admtted.

(Cross Exam nation |[Exhibit UAE 2| marked and
adm tted)

BY MR, DODCE:

Q Anot her utility, and |I believe you identified
this one, is Vectren. You're famliar with a the Vectren
utility?

A I'mfamliar with the Vectren utilities. | did
not identify Vectren as having bal anci ng charges.

Q Ch. | apologize. | think you're right.
| think it was a conpany. Vectren's located in Chio?

A Vectren is in |ndiana.

Q Ch. Sorry.

A There is also a Vectren of Chio. There's two
| ndi ana conpani es and an GChi o conpany.

Q |"'msorry. And | should have specified. This
I's Vectren Energy Delivery of Chio. And again, |'m going
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1 to hand you a page. And again, | have the tariff Eg?g 3?6
2 the entire thing electronically if there's a desire for
3 it. But I"'mgoing to hand you just one page fromthe

4  \Vectren tariff. And |I'll ask that be marked Cross X

5 UAE 3. And I'mgoing to start with --

6 (Cross Exami nation [Exhi bit UAE 3 marked)

7 BY MR DODGE:

8 Q Wul d you accept subject to check that Vectren
9 inposes a 15 percent daily tolerance requirenent and then
10 cashes out inbalances if they're in excess of that

11 15 percent on a comuodity basis? Are you famliar with
12 that, with Vectren of Chi 0?

13 A No. I'mnot famliar with -- | did a

14  managenent audit of Vectren Chio something Iike 2006.

15 | don't know. These tariffs, it |ooked |like they were
16 approved in 2010. So, I'mnot famliar with --

17 Q (Overl appi ng voi ces).

18 A That's ny estimate. That's -- nmaybe a year or
19 two off.

20 Q I f you accept, again subject to check, that

21 they inpose a daily intolerance level |ike the conpany
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 nom nation balancing, do you agree with me
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1 that it reads that for purposes of nom nation and

2 balancing provisions, the termtransporter shall nean

3 pool operator and non-pooling transportati on customner?

4 A |'msorry. \Were 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 nom nating provisions of

8 Vectren, they define transporter as either the poo

9 operator or a non-pooling transportation custoner.

10 Do you see what |I'mreferring to?

11 A |'msorry. Top paragraph?

12 Q Yeah. Did | hand you the right page?

13 It says applicability at the very top?

14 A No. | got Daily Bal anci ng Provision.

15 Q Shoot. | copied the wong page. |'msorry.
16 That's my fault. I'msorry. |'mgoing to hand you --
17 | apologize to the rest of you. Mybe at a break | can
18 nmake copies. | think | gave M. Weelwight the wong --
19 it got sided, this page. The copy, | have it two sided.
20 Wth your indul gence, M. Chairman, I'll ask
21 hima question on it and then provide copies and we can
22 get them before cross-examnation or further exam nation
23 if people want to. But under the applicability at the
24  top of that page --
25 A | still -- 1 think I still have the wong page.
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1 (Di scussion off the record) rage 148
2 BY MR DODCE:

3 Q Ckay. I'mgoing to hand you mne. [I'msorry.
4 I've really nessed this up. | know | have a couple nore
5 copies of it sonewhere.

6 So, if you'll read the second paragraph under
7 the applicability sentence paragraph of that tariff.

8 A |'ve read it.

9 Q If you'd read it out |oud, please.

10 A "“For the purposes of these nom nation and

11 bal anci ng provisions only, the termtransporter

12 shal | nean pool operator and non-pooling

13 transportation customer.”

14 Q I's it your understanding that Vectren of Chio
15 allows pool s?

16 A This is what the tariff would indicate.

17 Q And that the bal ancing and nom nation

18 requirenents are allowed at the pooling level if you're
19 a menber of the pool?
20 A That's what the tariff says.
21 Q Now, |'mgoing to get this right eventually.
22 You testified | believe that another utility,
23  National Fuel, also has a daily inbal ance requirenent
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 rage 148
2 transportation service? O is that -- I'msorry. That's
3 East Chio. Let's get it right.

4 DMI for daily nmetered transportation?

5 A Yes, that's right.

6 Q And anot her option is nonthly netered

7 transportation; right?

8 A Yes, it is.

9 Q And | know you've testified a | ot under --

10 in national Fuel proceedings; is that correct?

11 A Yes, | have.

12 Q So, you're probably nore famliar with that

13 one. But is it not the case there that if you're a

14  transportation custoner, you can elect a nonthly netered
15 service in which you pay a bal ancing charge on al

16  volumes you transport or you can elect a daily

17 transportation service, DMI, daily netered

18 transportation, in which you have a two-percent tolerance
19 on over deliveries?
20 Above that, it's cashed out on a comuodity
21 level and a zero percent tolerance on under deliveries
22 and under deliveries are cashed out.
23 I's that relatively accurate?
24 A Yeah. Those are the options that National Fue
25  provides.
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_ _ — Page 150
Q And National Fuel does allow pooling; is that

right?

A Yes, they do.

Q And so, if I'ma nenber of a pool and ny poo
chooses the daily netered transportation recogni zing that
that's | think a rare schedule for custoners to use with
Nat i onal Fuel --

A | don't think it's rare.

Q s it not rare? Their Wb site, | think
M. Hggins -- you read M. Higgins' testinony where he
cited on the Wb site where it says few custonmers wl|
probably choose this option?

A The | arger custoners choose the option.

Q The larger? For those, if they do DMI and they
do it through a pool, they are allowed to have those

i mbal ance restrictions inposed at the pool |evel;

correct?
A Correct.
Q Now, | at least -- | at |least was unable to

find any other utility of all the ones you cited to,
that has a daily restriction wth a consequence for
failure to -- for exceeding that restriction, period.
Those are the only three | found that had that with
one possi bl e exception of East Chio Gas.

Are you famliar with East Ohio?
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1 A Yes, | am [I'mjust trying to think if tpﬁgi e
2 changed the nane. No. It is East Chio still.

3 Q I's it Dom nion East Chio or what --

4 A It used to be Dom nion.

5 Q | think it may be Dom nion East Ohio.

6 And is it consistent with your nenory that

7 Dom nion East Chio or East Onhio Gas has an option rule
8 service for GIS or DTS, general or daily, one of which
9 has a charge on all volunes and you choose a tol erance
10 | evel, two percent, four perfect, six percent,

11 eight percent, and the charge is differentiated?

12 Are you famliar with that?

13 A Yes, | am

14 Q O you can choose daily where you're charged
15 only on all inbal ances over five percent.

16 Are you famliar with the daily --

17 A Yes.

18 Q -- transportation? So again, | would represent
19 to you that of all the ones that you' ve cited to -- and
20 I'Il tell you, | spent hours reading them because these
21 tariffs are real fun to read.

22 O all the ones that you showed us, those are
23 the only ones | found that use an approach |like the

24  utility's proposing here where they inpose a restriction
25 and then a consequence on top of that. And everyone of
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them all owed that to be done at the pooling or an gggﬁtISZ
l evel. Do you have any reason to disagree with that?

A Vell, | think we al so brought up Del aware Power
and Light which provides zero bal ance -- zero tol erance

and assesses charges.
Q Vell, that's just a charge on all vol unes.

A. No, it's not.

Q It's not a charge on all vol umes?

A It only charges on inbalance. They refer to it
as excess --

Q Al'l inbalances. Yes. I|I'msorry. And in

Del aware, they all ow aggregation and pooling; right?

A Yes, they do.

Q So, it would be a charge on the aggregated
pool s i nbal ance, not on an individual custoner?

A Yes. The charge is assessed on the pool.

Q So, again, |I've not located any utility in the
country that inposes a charge on inbal ances greater than
a specified level, any kind of charges, that does not
also allow custonmers to choose a pool or an agent for
pur poses of aggregating those inbal ances for cal cul ation
of penalty. Are you famliar with one that we haven't
tal ked about ?

A No, I'mnot, but | have not gone and checked

every tariff that 1'maware of or conpany that |'m aware
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2 Q It's true, is it not, M. Merzwa, that many of

3 the utilities that you are famliar with and in which in

4  dockets of which you' ve testified that deal with charging

5 transportation customers for bal ancing services, that in

6 many of those, the LVC purchases upstream services both

7 for their transportation custoners and for their genera

8 service or their sales custoners and then allocates the

9 costs anpbng themin sone nmanner.

10 Is that a fair statenent?

11 A Sonme of themdo that, yes.

12 Q Isn't that nost of themthat 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 nost but

16 | don't knowif it's 50-50, 60-40. Sonething like that.

17 Q And isn't true that in nost of those cases,

18 the goal in -- the process in arate case is to identify

19 the portion of the upstream services that were purchased

20 specifically for the transportation custoners and

21 allocate those costs and other costs for the services

22 that were purchased for sal es custoners?

23 A Those costs -- those allocations are exam ned

24 at purchase cost -- purchase gas cost proceedings.

25 Q Right. M point is -- well, let me not say
Litigation Services | 800-330-1112
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1 that. Isn't it accurate that in cases that you'vePage 7
2 testified in on daily balancing charges, your testinony
3 is typically ained at identifying those upstream services
4 that the LDC has specifically contracted for for the
5 benefit of transportation custoners as opposed to ot her
6 custoners and allocating those costs based on for whom
7 they were incurred?
8 A That's what | generally testify in bal ancing
9 charges, yes.
10 MR DODGE: And consistent with that, |I'm going
11 to hand you one nore exhibit that 1'll ask to have
12 marked, if | nmay approach.
13 CHAI RVAN LAVAR:  Yes.
14 (Cross Exam nation [Exhi bit UAE 4 nmarked)
15 BY MR DODGE:
16 Q I'1'l ask to have marked as Cross Exam nation
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 testinony that you provided to us in response to a
20 daily request, your testinony in various dockets.
21 And I'Il ask you to turn -- and | hope yours
22 are in the sane order mne are in.
23 The first page of mne is National Fuel
24 your direct testinony March 6, 2015; is that correct?
25 A Yes, it is.
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_ Page 155
Q Ckay. If you'll turn to the back which is

page five of your testinmony, I'll read the first answer,
the Qon line two is:

"How does NFGD determ ne the anount of
interstate pipeline capacity to reserve?

Your answer was:

"NFGD reserves capacity sufficient to neet the
antici pated design day requirenments of its PGC sal es
custoners, Choice transportation custonmers and the
bal anci ng requi rements of Mnthly Metered
Transportation, ('MMI') and Daily Metered
Transportation (' DMI") custoners.”

' mgoing to pause there and indicate again,
in this context, National Fuel expressly reserves
upstream capacity in order to provide bal ancing services
for all those transportation classes; right?

A Yes. And that would be the capacity that the
transportation custoners were using for bal ancing
servi ce.

Q Right. And they woul dn't have purchased t hem
if they didn't have those bal ancing requirenents. They
woul d have purchased | ess of those services; right?

In other words, they |ook at the design day
needs of all their custoners and contract for that anount

of capacity, not just for the capacity needed for the
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1 design day of the gas supply custoners; correct? rage 198
2 A That's correct.

3 Q If you'll turn the page, this is your direct

4 testinony, again, if it's in the right order, in

5 Chesapeake Uilities in Del aware, Decenber 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 anmended application wth which you agree, you
9 start with:

10 "A vyes, | agree with Chesapeake's proposa

11 to rel ease excess upstream pipeline capacity into
12 t he open market."

13 And then it's the next sentence, two sentences,
14 that | want to focus on:

15 "l also agree with the Conpany's proposa

16 to assess GS, EGS, WS, and EMVS transportation

17 custoners a bal ancing charge. This is appropriate
18 because the Conpany is required to maintain

19 interstate pipeline capacity to neet the design day
20 bal anci ng requi rements of these custoners."”

21 Now, mny question is, that distinguishes,

22 i ke National Fuel, the one we just |looked at -- this is
23 distinguished fromthe circunstance here where the

24 utility has testified it does not reserve any additional
25 upstream capacity in order to provide bal ancing services
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1 for these custoners.

2 In other words, it has testified it would need
3 the sanme 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 conpany wasn't buying any additional capacity, they would
8 still be providing some sort of bal ancing service that

9 was being used by the transportation custoners.

10 Q | understand that's the argunment, but |'m

11 trying to point out your testinony where you supported

12  balancing charges. At least all the ones |I |ooked at

13 all are in the context of identifying a portion of the

14  upstream services purchased for the benefit of

15 transportation custoners, not where they were al

16  purchased for the benefit of the GS but there's some gas
17 service custoners but that there's some argunent that

18 they are being used by them so they ought, in fairness,
19 allocate thema charge.
20 You' ve never testified in a docket |ike that,
21  have you, other than this one?
22 A | don't recall. 1've not gone back and | ooked
23 at each one but | just don't recall ever doing so.
24 Q | can represent, of the ones you supplied ne,
25 | couldn't find anything like that. | found these where
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_ — _ Page 158
you're directly assigning the costs of services purchased

for transportation as opposed to comng up with a way to,
in fairness, charge someone for using the service

pur chased for someone else. 1'll just quickly go through
the last two. The last two are -- the next one, is it
pronounced Ud? UG17?

A ud .

Q U3 UWilities. And this is in Pennsylvania,
March 1994. If you'll turn to the testinony on the back,
page 19, you indicate, beginning on line five, this is a
slightly different issue beginning on -- the sentence
that begins on line five:

"Ud"'s larger interstate pipeline suppliers,
specifically Texas Eastern Transm ssion and
Transcontinental Gas Pipe Line, permt positive
and negative daily inbal ance tol erances of
10 percent for basic transcription service.

"Therefore, positive daily inbalance tol erances
on the UG systemshould be Iimted to 10 percent,
and a penalty assessed for positive inbal ances
whi ch exceed 10 percent.

"This would result in the inposition of the
same bal ancing requirenents on UG@'s transportation
custoners as is placed on UG by its interstate

pi pel i ne suppliers.”
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Did | read that correctly?

A Yes, you did.

Q Now, in that context, because the upstream
pi peline inposed a ten percent tol erance, you suggested
that the charges should be inposed on the bal ances
in excess of ten percent; correct?

A Yeah. This testinony was 1994. It was 20
years ago, but | think in this situation, | don't believe
the utility was assessed any charges fromthe interstate
pi peline for any, you know, once you exceed the
I mhal ance. And this -- and no-notice service kicks in
right away on Questar. | don't believe that it was the
case for UGQ.

Q They may not have had no notice is what you're
sayi ng?

A No. |'msaying there was no charge for --
the utility didn't start incurring charges at --

i nbal ance for one dekat herm

Q Vel l, and nor do they on Questar Pipeline if
you're transportation custoners. There's a five percent
i ntol erance; right?

A If you're a direct custoner.

Q Yes. So, wouldn't that be consistent with your
testinmony in '94 -- and the principles stay the sane even

though it's many years ago, that because Questar Pipeline
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_ _ Page 160
allows a five percent tolerance, the penalties ought to

be inposed only for inbalances in excess of that.

A Vell, again, this is 20 years ago, and | don't
think the utility incurred any charges which is different
t han here.

Q Nor do they here for transportati on customers.
They buy that, all of the no notice for sales custoners.

A No. But the utility is assessed a charge
I f the transportation custonmer's out of bal ance.

Q Not if it's the first five percent if it's on
an individual custonmer basis.

A No. |'mtalking about the utility being
assessed the charge.

M5. CLARK: |'mgoing to object to the
under | yi ng supposition to the question because | think
it mscharacterizations testinony given earlier today.
BY MR DODGE

Q Ckay. |'Il nove on. The next page is your
testinmony in 2010, Equitable Gas Conpany, also
Pennsyl vania; right? And again, on the question
on line 15, page five was:

"Does Equitable reserve pipeline capacity

to neet the requirenents of all of its custoners?”

You' re your answer was:

"No. Equitable reserves sufficient capacity
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_ . Page 161
to neet the design peak day requirenents of its

PGC sal es custoners and snal |l transportation
custoners participating in the Conpany's
cust oner choi ce program”
That's where custoners can then be
transportati on customers in a pool; correct?
Custoner choice. They get to choose their supplier?
A A custoner choice programis a program where
residential custoners becone transportation custoners.
Q That's what | nean. That's what | was trying
to say. They get to join the pool and choose their
supplier; right?
A They don't join a pool. They select a
supplier. The supplier is the pooling agent.
Q Right. Yeah. It is a pool; right?
The custoner --
A The custoner doesn't select the pool.
The custoner selects the supplier.
Q They sel ect the supplier and the supplier
is the pool?
A Ri ght.
Q And then it goes on:
"Larger transportation custoners are generally
responsi bl e for securing their own capacity;

however, Equitabl e does reserve capacity to neet
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1 t he bal anci ng and standby service requirenents

2 of larger transportation custoners."”

3 So, you go on to say, even though they're

4 responsible for their own transportation which is the

5 same situation in Uah, that they should be assigned sone
6 charges because Equitable reserves capacity specifically
7 to neet their needs in ternms of standby inbal ancing.

8 Again, the question I'masking is, you

9 acknow edge, do you not, that those circunstances are

10 different than here where the conpany has testified

11 it would reserve the exact same anount of no notice,

12 storage, and transportation capacity for its sales

13 custoners even if they had not one transportation

14  custoners?

15 A Yes. The circunstances are different.

16  Questar does not reserve capacity for transportation

17  custoners.

18 Q So, maybe a different analysis on the fairness
19 of a rate ought to be enployed, don't you think, than
20 what you mght do in the typical cost allocation?
21 A VWll, |I've not assigned a specific package of
22 capacity to transportation custoners in this proceeding.
23 Q And then lastly, M. Merzwa, on lines 69 and
24 70 of your surrebuttal, and you can turn there if you'd
25 like. | said that -- actually, I'"'mgoing to ask one
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_ _ — Page 163
question before that and if |'ve already asked it an

you've answered it, feel free to tell me because
| honestly don't renenber.

O the utilities you are famliar with that
assess sone kind of a balancing charge to transportation
custonmers, is it a fair statement that virtually all of
them al |l ow pooling for nom nati on, bal ancing, and ot her
pur poses?

A Yes. Most of them all ow pooling.

Q Ckay. Now, back to the question | was going
to ask. Are you advocating in lines 69 and 70 that the
conmi ssi on i npose a charge now even if it nmay be too high
to make up for what you think is the failure to charge
in the past, failure to charge for these services
In the past?

A That woul d not be unreasonabl e.

Q Do you in states you've testified in not have a
concept of retroactive ratenaki ng?

A It's not retroactive ratenmaking. The charges
woul d not be assessed on past usage which is what
retroactive ratemaking entails. Retroactive ratemaking
IS not based on future activity.

Q I'"'mnot going to get into a |egal argunent
w th you because you're not a | awer; right?

A. No, |' m not.
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Q And you're probably not famliar with |aw,

but is it your position that retroactive ratemnmaking only

appl i es, your understandi ng, when you charge for

future -- for past uses without charging it into the
future? | nean, I'mtrying to understand what you're
saying. |f someone says, gosh, we shoul d have charged

you a hundred dollars nore |ast year, so we're going
to charge it on your future dekatherms, to you
Is that not retroactive ratenmaki ng?

A Not if the FERC | evel which is where they dealt
with retroactive ratemaking was dealt with at FERC for
take or pay and where before Order 636 conpanies did not
purchase the gas fromthe suppliers that they had
prom sed to purchase and incurred mninmumbill charges
and conpanies were trying to assess utilities based on
their failure to buy gas fromthe pipeline which would
have been considered retroactive ratenaki ng charges where
the take-or-pay charges were then collected in the future
fromthose custoners but not based on past usage but
current usage.

Q But without debating the point, is it fair to
say, you're not famliar with whether the state of Utah
may have -- the Supreme Court of Utah or this Conm ssion
may have a retroactive ratemaki ng prohibition that may

differ fromthat? You wouldn't know | take it?
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A. | woul d not know.

MR DODGE: Thank you. | have no further
questi ons.

CHAI RVAN LAVAR M. Cook?

MR COOK: No questions.

CHAI RMAN LAVAR M. WIlians?

MR WLLIAVS: No questions.

CHAI RMAN LAVAR M. d sen?

MR. OLSEN. W have nothing further.

CHAI RMAN LAVAR:  Not hing further? GCkay.

Conmmi ssi oner \Wite?

COM SSI ONER VWHI TE:  No.

CHAI RMAN LAVAR:  Conmi ssi oner C ark?

COW SSI ONER CLARK:  No questi ons.

EXAM NATI ON
BY CHAI RVAN LAVAR:
Q | have one. | think this is a different
qguestion than M. Dodge was just asking.

Looki ng at that sanme section of your
surrebuttal, is it your testinony that the rate proposed
in this docket woul d conpensate for previous years of
i nequi tabl e recovery?

A No, |'m not.
CHAI RMVAN LAVAR: Ckay. Thank you.
Anything el se, M. O sen?
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MR. OLSEN: We have no further w tnesses,

Your Honor.

CHAl RMAN LAVAR: Ckay. Ms. Schm d?

M5. SCHM D: The Division would like to call
its witness, M. Douglas Weel wight.

Coul d he pl ease be sworn?

MR DODGE: M. Chairman, if | failed to,
| should nove the adm ssion of those cross-exam nation
exhibits. | think | did the first one. | may have
forgotten the next two.

CHAl RVAN LAVAR:  Yes. Well, I'"mnot sure we
have in our possession nunber three.

MR DODGE: Oh. | can get that for you.

CHAl RVAN LAVAR: Ckay. But did you want to
nove for number four?

MR DODGE: Yes. 1'd nove for number four

CHAI RVAN LAVAR:  Any obj ections?

M5. SCHM D:  None.

M5. CLARK: No objection.

CHAI RMAN LAVAR: Ckay. |It's entered.
Thank you.

(Cross Exam nation Exhibit UAE 4 admtted)

CHAl RVAN LAVAR: M. Weelwight, do you swear
totell the truth?

THE WTNESS. Yes, | do.
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CHAI RMAN LAVAR:  Thank you.

DOUGLAS D. VWHEELWRI GHT,
having first been duly sworn, was
exam ned and testified as foll ows:
DI RECT EXAM NATI ON

BY M5. SCHM D

Q Good afternoon.

A Good afternoon.

Q Coul d you pl ease state your full nane,
enpl oyer, title, and business address for the record?

A Yes. M nane is Douglas D. \Weel wight.
"' menployed by the Division of Public Uilities as a
technical consultant. My business address is 160 East
300 South here in Salt Lake City.

Q On behalf of the Division in connection with
your enpl oynent, have you participated in this docket?

A Yes, | have.

Q Coul d you please briefly describe your
partici pation?

A |"ve reviewed the information as filed by the
Conpany and the testinony of the intervening parties.

Q Did you al so prepare or cause to be prepared
under your direction which has been prenmarked as
DPU Exhibit 1.0C the prefiled -- your direct prefiled
testinony? And that was filed on July 2nd, 2015;
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1 And al so your surrebuttal testinony nmarked for
2 identification as DPU Exhibit 1.0SK and that was fil ed
3 on August 14th, 2015?

4 A Yes, | did.

5 Q Do you have any changes or directions

6 corrections?

7 A No, | don't.

8 Q If | were to ask you the sane questions as are
9 in your testinonies today, would your answers be the

10 same?

11 A Yes, they woul d.

12 Q Do you have a summary to present?

13 A Yes, | do.

14 M5. SCHM D. But before we go to there, 1'd
15 like to nove for the adm ssion of DPU Exhibit 1.0C and
16 DPU Exhibit 1.0SR and any exhibits attached thereto.

17 CHAI RVAN LAVAR:  Any objection fromany party?
18 (No verbal response)

19 CHAI RMAN LAVAR:  They're adm tt ed.
20  Thank you.
21 (IDPU _Exhi bit 1.0C and DPU [Exhibit 1.0SK
22 mar ked and admitted)
23 BY M5. SCHM D
24 Q Pl ease proceed.
25 A Good afternoon, conm ssioners.
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In the conpany's filing, there are two main

obj ectives to consider in this docket. First, the
Conpany is seeking to assign costs to transportation
custoners for the supplier non-gas services that are used
on the Questar Gas system
Second, the Conpany would like to inprove the
nom nati on process so the gas nom nations for each
custoner are nore closely aligned with the actual usage.
| ssues surroundi ng the proper the nom nation of
natural gas by transportation customers and their agents
has been a concern in previous dockets and continues
to be a concern to the Conpany.
There are approxi mately 300 custoners that have
chosen to contract for transportation services. Wile
t he nunber of transportation customers is relatively
smal |, the volunme of gas used by these custoners
represents approximately 25 percent of the total annua
volume on the Questar Gas systemw th vol unmes heavily
wei ghted toward the | arger custoners.
Smal | custoners in this class have an annual
usage as |ow as 2500 dekat herns per year, while the
| argest custoner uses 6.6 mllion dekatherns per year.
The ten |l argest custoners account for
approxi mately 58 percent of the total volunme and the

| argest 40 customers represent approxi mately 80 percent
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of the transportation vol une.

The renai ning 260 custonmers in this class
represent only 20 percent of the total vol une.

The Conpany is asking for Conm ssion approval
to allocate approximately $1.7 mllion in SNG costs to
the custoners using transportation services. The 1.7
mllion does not appear to be excessive given the |arge
vol une of gas that transportation custoners bring to the
Questar system and the use of these bal anci ng services.

| f Comm ssion finds that the allocation of
t hese costs to transportation custonmers is appropriate,
t he next question is whether to collect this charge
through a flat volunetric rate on all transportation
custonmers or through the allocation process proposed
by the Conpany. Both options will collect the sane
amount but the inmpact to individual customers is
quite different.

Large volume custoners will be allocated a
greater portion of the charge under the flat volunetric
rate while snmaller custoners will be allocated a greater
portion of the charge under the Conpany's proposed
cal cul ati on.

The second stated goal is to approve the
accuracy of the nom nation process. The nom nation

process requires each customer or each customer's agent
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to estimate and schedul e the amobunt of gas to be needed

i n advance of the actual burn day.

Realtime factors such as weat her conditions
or manufacturing changes can inpact the accuracy of the
forecast requirenment. \Wile the nom nations are
estimated in advance, the actual neasurement of the
vol ume used or the gas neasured at the neter is not
avai l able fromthe Conpany until at |east one day
after the gas has al ready been used.

This process of bringing gas to the Questar Gas
system based on estimted usage wl | always have sone
degree of error and wll require some degree of
al | owance. Based on the Division's review of the
hi storical nom nation and usage information, it is
apparent that in many instances the daily nom nations
do not match the actual usage amounts on an indivi dual
cust omer basi s.

I n many cases, narketing conpani es appear to be
entering nom nations at the marketing conpany | evel or
adj usting the nom nations for one custoner in order to
bal ance the nom nations and usage for nultiple custoners.

One possible renedy to inprove the nom nation
process would be to better utilize the provisions already
i ncluded in the conpany's tariff.

Section 5.09 of the conpany's tariff currently

Litigation Services | 800-330-1112
www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG PROCEEDI NGS DOCKET NO. 14-057-31 - 08/26/ 2015

© 00 ~N oo o b~ w N Bk

O R N R O R S T N N e e o N N N
g A W N P O © W N O o M W N PP O

: L . : . Page 172
identifies a plus or mnus five percent as the daily

I nbal ance tol erance wi ndow for each customer nom nation.

I f nom nations are outside the allowed
tolerance, the existing tariff allows the Conpany to
I npose restrictions. These restrictions nmay be applied
on a systemw de basis, a nom nating-party by
nom nating-party basis, a custoner-by-custoner basis,
or on a geographi c area basis.

It is the Division's recommendation that the
existing tariff could be better utilized to identify
and possibly restrict individual custonmers or marketing
conpani es that may not be in conpliance with the all owed
tolerance limts.

Wth the current marketing price -- the current
mar ket price of natural gas, there wll continue to be
an econom c incentive for custonmers to utilize
transportati on services.

G ven the diverse nature and the increase
in the nunber of the custonmers using transportation
services, the Division wuld support the creation of a
task force or a working group to review and further
refine the supplier non-gas costs that woul d be assi gned
tothis class and to address other issues relating to
transportation custoners.

While a working group may not cone to a
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consensus opinion all the issues, it would be helpfu

to continue the dialogue on ways to inprove the

nom nati on process and possibly find nutually benefici al
sol utions to these ongoi ng issues.

At the conclusion of the working group, a
sumary report will be provided to the Conm ssion and
other parties would be allowed to provide coments.

In summary, the Division agrees with the
Conpany that transportation custoners should pay for the
services that are being used.

The calculated $1.7 million does not appear
to be excessive and will be credited to sales custoners
through the 191 account.

The primary question remaining is the best way
to allocate the charge either through a flat volunetric
rate or through the cal cul ati on proposed by the Conpany.

Wth a flat rate, the Conpany will collect a
fee for these services and will be required to provide
bal anci ng service for all transportation custoners.

The Conpany-proposed rate will allow individual
custoners and marketing conpanies to be nore responsive
to the nom nation process and coul d encourage custoners
to bal ance the usage and nom nations on a daily basis
in order to mnimze the out-of-bal ance charges.

It is unclear how many custoners wll try to

Litigation Services | 800-330-1112
www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG PROCEEDI NGS DOCKET NO. 14-057-31 - 08/26/ 2015

© 00 ~N oo o b~ w N Bk

O R N R O R S T N N e e o N N N
g A W N P O © W N O o M W N PP O

_ _ _ . Page 174
I nprove their nom nations and how many custoners w |

choose to pay the out-of-bal ance charges and conti nue
to nom nate as they have in the past.

As | stated before, the Division reconmendation
Is that the existing tariff would be better utilized and
identify possible restrictions on an individual customer
or a marketing conpany basis.

And that concludes ny sunmmary.

Q M. Weelwight, were you present in the
heari ng room when Chair Lavar denied the notion to strike
the surrebuttal testinony of M chael MGarvey but
indicated that the Ofice and the Division wuld be
allowed to address that surrebuttal testinony?

A Yes, | was here.

Q Do you have any statenments to make on that
testimony?

A No.

M5. SCHM D:. Thank you. M. Weelwight is now
avai | abl e for cross-exam nation and questions fromthe
Conmi ssi on.

CHAl RVAN LAVAR. M. O ark?

M5. CLARK: The Conpany has no questions for
M. Weel wight.

CHAI RVAN LAVAR: M. dsen?

CROSS- EXAM NATI ON
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2 Q W just have one. | thought I'd clarify

3 if I can, M. Wweelwight. It appears on earlier

4  cross-exam nation that the statenent was made that

5 you were no |onger supporting -- and maybe | understood
6 msunderstood this, that you were no | onger supporting
7 the workgroup. Perhaps | m sunderstood that.

8 Is it your testinony that you are --

9 A | think a workgroup would be beneficial to all
10 parties.

11 MR. OLSEN. Okay. Thank you. | nust have
12 m sunder st ood. Thank you.

13 CHAI RMAN LAVAR:  Anything else, M. dsen?

14 MR. OLSEN: No.

15 CHAl RVAN LAVAR: M. Dodge?

16 CROSS- EXAM NATI ON

17 BY MR DCODGE:

18 Q Thank you, M. Chairman.

19 M. Weel wight, good afternoon.

20 A Good afternoon.

21 Q Just a couple of quick questions.

22 The Division has not done an analysis to

23 determne what it believes woul d be a reasonabl e revenue
24  requirenent that should be inposed upon transportation
25 custoners for the use of these services; correct?
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You've said in your rebuttal, your surrebuttal,

you said you don't think the 1.7 is necessarily
unreasonable. You've not done an analysis to say
what woul d be reasonabl e; have you?

A No. We've not done our own i ndependent
analysis. W relied on information provided by the
Conpany.

Q And then secondly, you raised in your
testinmony, | think M. Mendenhall this norning referenced
It, the fact that by stipulation there is a six cent per
dekat herm charge i nposed on the nunicipal transportation
rate for balancing services; is that right?

A That's correct.

Q And if you'd like to, that's on page four of
your surrebuttal where you talk about that. You quote
fromthe stipulation that approved the adoption of that
rate. It's a fair statenment, is it not, that, A in the
stipulation itself it says there's no agreenent on
whet her that's a cost-based rate?

A. Yes, that's correct.

Q So, reliance upon that in this docket woul d be
reliance upon sonething that's never been found to be
cost based?

A Ri ght.

M5. SCHMD: hjection to the extent it
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calls for a legal conclusion.

BY MR. DODCE

Q Vell, yeah. Wthout trying to call for a
| egal conclusion. |'mnot saying legally.

Do you think it would be reasonable to base a

deci si on about what is an appropriate cost-based rate
on a stipulation that by it's own terns there's no
agreenent that it's cost based without first analyzing
the cost-based nature of the other charge?

A | think it's pretty clear that in that
stipulation they said it's not cost based. That's
what the stipulation says.

Q And then lastly, and again, if you want to
refer toit, it says in the stipulation that it is
i ntended to conpensate for no notice and storage service;
right? |t says nothing about transportation.

A Can you point nme to where you're referring to?

Q Yeah. In the stipulation. Let nme findit.
[*msorry. In your surrebuttal on page four. | don't
think you have lines on it. The stipulation says --
you' ve italicized and bol ded:

"QGC believes that this charge will recoup its
estimate of the MI custoner's share of the conpany's
no-noti ce service and a portion of storage services

they believed are used to balance the daily
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variation and | oads between the forecasted usage

of MI custoners and their actual usage.”

Nowhere in there is there a reference to
transportation; is there?

A No.

Q And if, in fact, in this docket what the
conpany has said is to recoup just the no notice and
storage cost, it would drop that revenue requirenent
as we showed on this exhibit down to about half of that
amount if the transportation conponent were |eft out
as it apparently was in the MI stipul ation?

A Wll, | think you're trying to mx two things
because we're not trying -- this stipulation says it's
not cost based. And you're trying to equate this with a
cost-based cal cul ation

Q Actually, | was trying to reference the
conpany's own statenent as to what the six cents was
intended to do in that docket. And the quote that you
included in your testinmony suggest that Questar itself
said the goal was to recoup no notice and storage.

It said nothing about transportation; correct?

A It didn't say anything about transportation.
That's true.

MR DODGE: Thank you. No further questions.
CHAl RMAN LAVAR: Thank you. M. Cook?
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MR. COCK:  No questions.

CHAI RVAN LAVAR: M. WIIlianms?
CROSS- EXAM NATI ON
BY MR. W LLI AVS:

Q Yeah. | have two questions and some
clarifications here. You say in your summary here today
that the current market price of gas is an incentive
for custonmers to become transportation custoners.

Coul d you el aborate on that, what you neant
by that?

A All I was neaning by that is the current market
price for gas is |lower than the cost of service gas
produced by Wéxpro.

Q All right. And then, secondly, you also
In your sunmary today, you alluded to |I believe existing
tariff, |1 call themtools, be utilized to better
incentivize a nore accurate nom nation.

Agai n, can you el aborate what those would be?

A Vell, one of the provisions in the tariff
all ows the conpany to place an individual custoner
or a marketing conpany on restriction.

The conpany provided i nformation that shows
that several custonmers -- | think it's been testified to
today that 80 percent of the custonmers have been out of

bal ance at any point in tinme, 80 percent of the
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nom nat 1 ons.

| woul d envision the conpany coul d | ook
at the information that's been provided, identify those
custoners or those marketing conmpanies that have the
great est degree of inbalance and put those custonmers on
restriction. And if they are on restriction, they' re not
allowed to go outside that five percent tolerance.

MR WLLIAMS: That's all. Thank you.

CHAI RVAN LAVAR:  Any redirect?

M5. SCHM D: No redirect.

CHAI RVAN LAVAR: (Ckay. Conm ssioner \Wite?

COW SSI ONER WHI TE:  No questi ons.

CHAI RVAN LAVAR:  Conm ssioner O ark?

EXAM NATI ON
BY COVWM SSI ONER CLARK:
Q M. Wieelwight, | believe you were here this
mor ni ng?
A Yes.

Q And you then heard sone references to neetings
between the utility and customers | think in early 2014
or maybe the first half of 2014 --

A Yes.

Q -- addressing generally at |east the issues
that are presented in this docket. And I'mjust

wondering if you participated in any of those neetings.
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1 A | did participate in all of those neetinggge e

2 Q I's there anything in those nmeetings that gives

3 you hope that additional workgroup activity would be

4  productive?

5 A Yes. | think additional workgroups woul d be

6 productive. One of the things that has been brought out

7 is the increase in the nunber of transportation custoners

8 over the years. Oiginally there were a handful of very

9 large custoners using transportation services.

10 That has now changed. W have 300 custoners

11 using the service with a varying degree of

12  sophistication. Sonme use -- sone high-volume custoners

13  wll nonitor very closely. Ohers will not.

14 | think the nmakeup of these custoners has

15 changed and | think a good dialogue with all the parties

16  woul d be hel pful.

17 COW SSI ONER CLARK:  Thank you.

18 CHAI RMAN LAVAR:  Thank you, M. Wheel wri ght.

19 THE W TNESS: Thank you

20 CHAI RVAN LAVAR.  Anything el se, Ms. Schm d?

21 M5. SCHM D: Nothing further fromthe Division

22 CHAl RMAN LAVAR:  |'Il ask M. Dodge, M. Cook,

23 and M. WIlians, do the three of you have a consensus

24  for order of remaining wtness?

25 MR DODGE: W do. | think we were going to
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start wwth M. MGarvey with Sunmt and then we will go

to M. Medura fromCI MA. And after that, we have Jeff
Fi shman and Kevin Hi ggins. But at about 4:15, 1'd |ike
to do M. Swenson, however that fits into that order.
CHAI RVMAN LAVAR: Ckay. We'll go forward that
way. M. WIlIlians?
MR WLLIAVMS: 1'd like to call M. MGarvey.
CHAl RMAN LAVAR:. M. MGarvey, do you swear
to tell the truth?
THE WTNESS:. | do.
CHAI RMAN LAVAR:  Thank you.
M CHAEL R. MCGARVEY,
having first been duly sworn, was
exam ned and testified as foll ows:
DI RECT EXAM NATI ON
BY MR WLLI AVE:
Q M. MGarvey, can you please identify yourself
and spell your |ast nane?
A My nane is Mchael Ryan MGarvey,
Mc-Ga-r-v-e-y.
Q Thank you. And are you hear in a
representative capacity?
A | am |'mhere representing Sunmt Energy.
Q And what is the address for Sunmt Energy?
A 90 South Fourth West in Salt Lake City, U ah.
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Q Thank you. And what is your position there?

A My position is to contest Questar Gas's
proposal .

Q No. As far as your job.

A Ch. My job. | amthe director of natural gas
trading and marketing for Sunmit Energy.

Q Al'l right. Thank you.

Directing your attention to the direct
testinony and the surrebuttal testinmony that was filed
on your behalf, are you famliar wth those?

A | am

Q Were you instrunmental in the preparation?
Were they prepared by you or under your direction?

A Yes.

Q And if you were asked the same questions that
are contained in those docunents today, would the answers
still be the sane?

A Yes.

MR WLLIAMS: | propose that the direct
testinony, surrebuttal testinony of Mke MGarvey
be adm tted.

CHAI RMAN LAVAR:  Any objections fromany party?

M5. SCHM D: None fromthe D vision.

MR. COLSEN:. No objections subject to our

original --
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CHAl RVAN LAVAR:  To your previous notion.

MR COLSEN. -- notions.

CHAI RVAN LAVAR:  Certainly.

M5. CLARK: No objection fromthe Conpany.

CHAl RVAN LAVAR: They' ||l be adm tted.

Thank you.

(Exhibit SE 1 and Exhibit SE 2 marked and
adm tted)

BY MR WLLI AVS:

Q Can you briefly summarize the testinony that's
contained in those docunents?

A Yes. M direct testinony responds to Questar
Gas's two reasons for supporting this docket. The first
to assign costs to transportation custoners for the
servi ces they use, and second, to incentivize
transportation customers to nore closely match their
nom nations with their usage.

The net hodol ogy provided by Questar Gas to
devel op the revenue requirenent for the services used
by transportation custoners is inaccurate.

By revenue requirenent, | nean actually actua
additional transportation used, no-notice transportation
used with fuel used and storage used that Questar Gas
provi des outside of what is used daily for their sales

custoners to mtigate the supply activity of the
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t ransport atlon custoners.

| nstead of identifying the actual service
conponents used, Questar Gas has opted to use a fornulaic
nmet hod based upon inbal ances that does not accurately
represent the actual asset usage the TS custoners are
usi ng during Questar Gas's test period.

| nstead, Questar Gas's nethod takes the netted
I mbal ance each day during the test period they' ve
desi gned, applies a tolerance, then assunes a
theoretically used upstream conponent cost structure
for the remainder. The exanple | provided in ny direct
testinony nmakes this difference clear.

On days when Questar Gas is providing supply
to its sales custonmers in part or entirely from storage
and while supply to the transportation service custoners
is in excess of their usage, Questar Gas believes that
the excess supply is then received and transported and
injected into storage. The cost structure reflects that.

During the technical conference for this docket
in this exanple, Questar Gas would not transport --
Questar Gas admtted to not transporting this excess
supply for the transportation service custonmers and
I nstead absorbed it and just withdrew less fromtheir
own storage accounts.

It's inportant to note that the transportation
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custoners are not opposed to payi ng back the cost of

services they incurred just as long as those costs
reflect the actual costs.

Every cycle of every day, each dekathermis
accounted for in flow reports provided by pipelines and
storage facilities. The actual cost of services Questar
Gas is seeking to have its transportation custoners repay
Is not an approximation. |It's an exact value that can be
found by auditing the actual activity Questar Gas has had
to performeach day during their test period.

| ask the Conmi ssion to reject the nethodol ogy
proposed by Questar Gas because they have chosen to use
a theoretical cost structure of assets used to devel op
the revenue requirenment instead of the actual costs.

| believe that using the actual asset usage
to derive the requirenent would align with their stated
reason for supporting the docket: to assign costs to the
transportation custoners for the services they use.

My direct testinony then identifies reasoning
why the nmethod with which Questar Gas seeks to apply
daily inbal ance penalties to recover these costs incurred
by the transportation custoners are flawed.

Their method woul d apply penalties on both
si des both over and under the defined tolerance.

My direct testinony provides an exanpl e where
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when transportation custonmers positive and negative

outside of tolerance within a penalty realm Each woul d
be penalized when the actual event, the net inpact to the
utility would be within tol erance.

The concern is that there is no netting
provi sion provided by Questar Gas in the application
of daily penalties. The custoners would have exposure to
penal ties when their activity may in fact be benefiting
the overall position on a systemc level. |[If the
opposite were true, the application of these penalties
could be distributed on a pro rata basis.

And ny last point has to do wth Questar Gas's
second stated reason for support of the docket is to
I ncentivize transportation custonmers to nore closely
mat ch their nom nations w th usage.

Questar Gas already has the ability by inposing
OFO restrictions. Historically, Questar Gas has only
i nposed these restrictions on a systemw de basis when
in fact their tariff clearly allows for themto do it
on a supplier-by-supplier |level, geographically, and
on a customer-by-custoner basis.

As Questar becomes aware of poor nom nation
practices, it is entirely within their ability to take
measures to correct it.

My testinony identifies Questar Gas's ability

Litigation Services | 800-330-1112
www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG PROCEEDI NGS DOCKET NO. 14-057-31 - 08/26/ 2015

© 00 ~N oo o b~ w N Bk

O R N R O R S T N N e e o N N N
g A W N P O © W N O o M W N PP O

_ _ Page 188
to provide thenselves with greater transparency by

aggregating the transportation custonmers by suppliers
so that Questar Gas can better determ ne which supplier
i's under perform ng and which are not.

Most if not all transportation custoners
t hensel ves do not procure, nom nate or bal ance their own
supply. Their suppliers do.

It woul d behoove Questar Gas to aggregate to
the 13 suppliers the netted inbalance for the cal cul ation
and i npose inbal ance penalties instead of at the |evel
of 300 or nore individual custoners.

The nmethod woul d provide Questar Gas the
transparency necessary to identify areas of severe
I mbal ance by exposing the net supply provided to the net
customer base instead of at the individual custoner |evel
where such pairing can be difficult to determ ne.

Questar Gas could then inpose OFO restrictions
selectively at a problemarea to renedy their inbal ance
I ssues instead of systemcally.

It is thought that OFO restrictions do not cone
wth penalties, with severe enough penalties to incent
better nom nati on practices because they can sinply be
traded away when in fact OFO restrictions do conme with
penal ties and can only be traded away when i nbal anced

positions that are opposite exist.
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This is not always the case.

To be clear, positive inbal ances are traded
Wi th counterparties having opposite negative balances in
an effort to true-up to the net inpact to Questar Gas.

There are al so added benefits of aggregation
during periods of curtailment. Wen time is of the
essence, participants controlling supply nust act very
quickly to replace and redirect supplies to maintain
systemintegrity and servi ce.

Aggregation allows Questar Gas to quickly
identify which transportation suppliers are deficient
in providing supply to their conbined custoner base.

Aggregation enables Questar Gas to only need
to reach out to 13 individual suppliers and requires far
less time than contacting 300 and in reality puts Questar
Gas in touch with the relevant people that are nost able
to efficiently and effectively respond to the curtail nent
event .

By not doing so, Questar's efforts to reach out
to 300-plus transportation custoners would only del ay
the response tinme to correct the problemas each
transportation custoners would only then reach out to
their supplier anyway.

Summt Energy supports the use of continued

di scussions via a working group to find conmmon ground
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with the points nentioned. This concludes nmy sumary.

MR WLLIAMS: Any cross-exam nation now?
CHAl RVAN LAVAR: Ckay. Thank you.
And | shoul d have addressed this before your
summary, but what | woul d propose subject to any
obj ection for order of cross-exam nation for the
remai ni ng wi tnesses woul d be any cross-exam nation by the
intervening parties first. Then | would propose
Division. Then office. Then Questar.
I's there any objection to that order of cross?
M5. SCHM D: No objection.
MR DODGE: That's fine.
MR. CLSEN. No objections.
CHAI RVAN LAVAR: M. Dodge?
MR, DODGE: No questions. Thank you.
CHAl RVAN LAVAR M. Cook?
MR. COOK: No questions.
CHAl RVAN LAVAR  Ms. Schm d?
CROSS- EXAM NATI ON
BY MS. SCHM D
Q Just a couple. Are you famliar with how
Summt makes its nomnations to Questar &@s?
A | am
Q Were you here when | asked M. Schwarzenbach

how often TS custoners generally change their
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1 nom nations? rage =92
2 A | was here.
3 Q How of ten does Summt change its nom nations?
4 A | would say at nobst tw ce a week
5 Q Does Summt do that on a day-ahead basis?
6 A It does.
7 Q Does Summt utilize the intraday refinenent
8 process that is avail abl e?
9 A As needed.
10 Q Does Sunmt make nom nations on a per-custoner
11 basis or on an aggregate basis?
12 A Per custoner.
13 Q And so, changes woul d al so be on a per-custoner
14  basis?
15 A As needed, yes.
16 Q At the current tine, are the transportation
17  service custonmers for whom Summt nakes nom nati ons,
18 are they paying for balancing services as part of their
19 TS rate?
20 A It comes wth being a supplier but | would
21 assune they do.
22 Q Could you tell ne how nuch of their rate is
23 attributable to the bal anci ng services?
24 A | cannot. That's proprietary.
25 Q I'mtal ki ng about Questar Gas's rate,
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2 A Ckay. |I'mtrying to understand here. Can you
3 help ne understand?

4 Q Ckay. | was confusing. Sorry. So, Summt has
5 custoners that are transportation custoners.

6 A Yes.

7 Q Do those transportation custoners pay Questar
8 (Gas for balancing services currently?

9 A Wt hout having the tariff in front of nme, | do
10 not believe their tariff as defined in 5.01 has a

11  provision for bal ancing costs.

12 Q Ri ght now, what happens if Summt's custoners
13 nom nations and usage doesn't match?

14 A What Sunmit 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. W use trending,

19 historical performance based on weather, and our own

20 nodeling to predict where they're going to be.

21 On the day of, we don't know. W don't see

22 exactly what they're using on the day of. W assune

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 custoners do?
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1 A W1l Schwarzenbach calls ne. Wat do the

2 custoners do? It goes to the -- it just -- it's

3 inbalance, and we then have to work it off in the

4  remainder of the nmonth as the current system works

5 because it's designed for nonthly bal ancing.

6 Q And if Questar didn't offer such a bal ancing

7 service, what would your customers do?

8 A The customers nost |ikely would not know.

9 Q What would Summ t do?

10 A Bring on nore supply. If we knew we were

11 deficient, we would bring on nore supply.

12 Q Al so, if necessary, would you cut custoners

13 or tell custoners to --

14 A Ch, no, no, no, no, no, no, no. That's just

15 not done. You |ose custoners that way.

16 Q So, you would bring on nore supply if needed?

17 A Yes.

18 Q And if there was too nuch delivered and not

19  enough used, you woul d independently contract for storage

20 services, perhaps?

21 A No. Just redirect sone supply somewhere el se

22 on a pipeline level. |'d pull gas away fromthe utility.

23 MS. SCHM D:  Thank you. Those are all ny

24  questions.

25 CHAIl RVAN LAVAR  Thank you. M. O sen?
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CRGSS- EXAM NATI ON

BY MR OLSEN

Q Thank you. You previously gave nost of the
fol ks here a copy of this exhibit. Thisis a-- 1"ll
make the representation that this is the -- fromthe
Docket 14-057-15, the IRP filed on June 11th, 2014.

M. MGarvey, could | have you | ook at your
direct testinmony on lines 68 through 71, please? Is it
fair -- there you state fuel gas reinbursenent is, quote
"m stakenly derived from Questar-based gas cost."

Is that correct?

A That's correct.
Q In looking at the exhibit that | just showed
you, you'll note that it says that the |level of Questar

Gas gas supply was approximately 59 percent; is that
correct?

A From what you handed ne, yes.

Q Vell, | guess ny first questionis, it's true,
is it not, that the Public Service Conm ssion has found
Wexpro one, Wexpro two and the trail unit acquisitions
to be in the public interest?

A | f you say so.

Q Vell, wouldn't it then be appropriate to use
t he wei ghted average cost of gas the WACOG whi ch

represents Questar's actual costs as part of the
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2 A For the fuel reinbursenent?

3 Q Yes.

4 A If the supply is actually com ng from Questar,
5 absolutely. Wen there's a deficient amount of supply

6 being brought to the transportati on customers and the

7 utility has to bring on nore 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 nmethod with
11  which the conmpany 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 nore nmarket based that is currently

18 $2 less. Now, if this were just a few cents difference,
19 | wouldn't think anything about it. It's $2 difference.
20 So, the fuel gas reinbursenent that would be
21 charged to the transportation service custoners that the
22 conpany that they are proposing here for excess supplies,
23 that fuel gas conponent for gas that they claimthey 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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2 Q If in fact it happens to be that it's market

3 gas at that tine?

4 A If it's not being sourced from Questar Gas

5 tothe utility, it is market sourced.

6 MR. CLSEN. Thank you. | have no further

7  questions.

8 CHAI RVAN LAVAR:  Thank you. Ms. d ark?

9 CROSS- EXAM NATI ON

10 BY M5. CLARK:

11 Q Thank you.

12 M. MGarvey, you testified earlier that your
13 agents nominate at nost tw ce per week; is that correct?
14 A That's correct.

15 Q Did you review M. Schwarzenbach's testinony
16 in this case?

17 A | have.

18 Q Do you have it in front of you?

19 A | don't.

20 M5. CLARK: May | approach?

21 CHAI RVAN LAVAR:  Yes.

22 THE WTNESS: Thank you.

23 BY M5. CLARK

24 Q | have just handed to you what is Exhibit 2.2R
25 That is an exhibit to M. Schwarzenbach's rebuttal
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testinony. And it is a table that shows nom nations.

And there are two custoners. And on page one, we've got
custoner 228. | want to focus your attention on pages
two and three, customer 157. And |I'mgoing to represent
to you that customer 157 is one of Summt's custoners.
| want to draw your attention to colum B
Wul d you agree that in the nonth of
Decenber 2013, the nom nation for that custonmer was
11 dekat herns for each day? It never changed?

A | would agree to that.

Q Wul d you agree that for January of 2014,
the nom nation for that custonmer was 45 dekat herns
for each day and never changed?

A | see that.

Q And woul d you agree that for February of 2014,
t he nom nati on was 42 dekatherns for each day of that
nonth and al so never clanged?

A This was during the tine when | was not
overseeing this area. And this is not our current
practice but at this tinme I don't -- w thout double
checki ng agai nst ny records, | have no reason to deny
that this is true.

Q Wuld Summit's nom nating practices -- would
Summt be incentivized or would it change its nom nating

practices if the Comm ssion approves the charge as
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Questar has proposed it?

A Being Ii ke an OFO? Everyone's behavior would
change. Not just Summt's. Everyone's.

Q Ckay. Do you have your direct testinmony in
front of you?

A | do.

Q Ckay. | want to draw your attention in your
own direct testinmony to lines 100 to 102. And I'm going
to open to that same page to nake sure | properly state
it. At lines 101 and 102 -- excuse ne.

Let nme send you to your rebuttal testinony,
| apol ogi ze, or your surrebuttal. You say a five percent
penal ty-free tol erance bandwdth is too narrow and is
functionally unrealistic.

Wul d you agree with that?

CHAI RMAN LAVAR:  Ms. Cark, | believe you're
in direct.

THE WTNESS: That's in nmy direct testinony.
BY MS. CLARK:

Q That's in your direct. | apologize. Lines 101

and 102 of your direct.
Do you renenber saying that, witing that?
A | do.
Q And now I'd |ike you to draw your attention --

|'mgoing to hand to you --
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1 (Di scussion off the record)

2 MS. CLARK: May | approach?

3 CHAI RVAN LAVAR:  Yes.

4 BY M5. 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 | want to draw your attention to the first

9 sentence under the heading Daily Inbal ances.

10 Do you see that? |'ve highlighted it for you.

11 A | do.

12 Q Coul d you read that?

13 A It reads, "The Company will allow plus or m nus

14 five percent of a customer's volunes delivered from

15 upstream pi pelines as a daily inbalance tol erance

16 wi ndow. "

17 Q So, would you agree that the tariff already

18 contains a five percent tolerance w ndow?

19 A It does.

20 Q Turning to your surrebuttal testinony, do you

21 have that in front of you --

22 A | do.

23 Q -- as well?

24 A Yes.

25 Q On line 137 you state -- it begins -- |
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1 apol ogi ze. It begins on line 136, the very end of P? g: 0
2 "The only benefit of the proposed tariff is to
3 all ow Questar Gas to collect nore noney and

4 unfairly burden transportati on custoners.”

5 I's it your understanding, M. MGrvey, that

6 the charge Questar has proposed in this docunment would be
7 credited back to sales custoners through the pass-through
8 filings?

9 A Bei ng based on theoretical activities,

10 the charge being conprised of that?

11 Q ' m aski ng where you think that noney goes,

12 if it is your understanding that Questar Gas will credit
13 that back to sales custoners.

14 A That's what you're going to do with it.

15 Q Ckay. Thank you.

16 Are you famliar with injection and w thdrawal
17 charges on Questar Pipeline into Cay Basin and out of

18 Cay Basin? Are you famliar with that process?

19 A Yes, | am

20 Q I'd i ke to pose a hypothetical for you.

21 If you have one custoner who injects 100

22 dekathernms on a particular day and on that sane day a

23 second custonmer withdraws 100 dekatherms from C ay Basin,
24 is it your understanding that each custonmer woul d be

25 charged for the injection and w thdrawal of those vol unes
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notw t hstandi ng the fact that they net each other out,

if you wll?

A They do net.

Q | want to clarify. M. Schwarzenbach points
out that there may be some confusion when speaking to
transportati on customers on Questar pipeline.

A Ckay.

Q If one were to inject 100 dekatherns on the day
and on the same day a second withdrew that, woul d each be
char ged?

A Wth zero nolecules flowing in and out of the
Clay Basin, I'mnot sure what they would do.

Q Wuld it surprise you to know that they woul d
charge both custoners?

A Wth no activity?

Q Yes.

A That woul d surprise ne.

Q May | have a nonent? (Brief break)
| have two nore questions for you,

M. MGarvey. | appreciate your patience.

A Ch, no. You're fine.

Q You testified earlier about your view that
It is not appropriate to use the wei ghted average cost
of gas volunmes for purposes of fuel reinbursenent

conponent of the charge; correct?
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A. Correct.

Q When QGC rei nburses transportation customners
for over deliveries, do you know what gas is reinbursed
for, what value? Is it --

A Can you restate that? Wen Questar reinburses
transportati on customers?

Q For the gas that they have delivered when
they're cashing out. Do you know if they are reinbursed
at the WACOG prices?

A | do not know that.

M5. CLARK: Ckay. Thank you. | don't have
anything further.

CHAI RMAN LAVAR:  Thank you. M. WIIians,
any redirect?

MR WLLIAVMS: No redirect.

CHAI RMAN LAVAR:  No redirect?

Conmmi ssi oner VWi te?

COW SSI ONER WHI TE:  No questi ons.

CHAI RMAN LAVAR:  Conmi ssi oner C ark?

EXAM NATI ON

BY COW SSI ONER CLARK:

Q Just a question or two.

Regardi ng your current practices relative to
i ntraday nom nations, | think you said that in response

to an earlier question you engage in that activity as
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needed.

A Yes.

Q Can you give ne a sense of what the frequency
of that is?

A Wiat it isis it's trying to help custoners
hel p thensel ves. Every custoner that we bring on, we
ask themto get in touch with us if they know of any
oper ati onal changes that would inpact their consunption.

That doesn't happen very often, although
i npacts to their production and inpacts to their
consunption change often. They just don't -- they fail
to reach out tous. So, it is very rare. Wen they do,
we use the intradays to nake changes, but as | said,
it is very rare.

COW SSI ONER CLARK:  Thank you.

THE W TNESS: You bet.

CHAI RVAN LAVAR: Ckay. Thank you,
M. MGarvey.

THE W TNESS: Thank you

CHAl RMAN LAVAR.  And | think we're at a good
time to take a short break, but before we do, | just
wanted to ask Questar, the Division, and the Ofice if
any of you intended to recall a wtness follow ng
M. MGarvey's testinony based on the notion that was

denied this norning. M. Cark?
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M5. CLARK: Questar does not.

CHAI RVAN LAVAR  Does not ?

MS. SCHM D:  The Division does not.

CHAI RVAN LAVAR: Does not? M. O sen?

MR. OLSEN: Nor does the Ofice.

CHAI RVAN LAVAR: (Ckay. Wy don't we take a
ten-mnute break then, and at 2:35 we'll nove on with
M. Medura's testinmony. W're in recess.

(Recess taken 2:22 p.m to 2:35 p.m)

CHAI RVAN LAVAR. (Ckay. We're back on the
record. And | believe we're to M. Cook at this point.

Ch. Before we do that, M. Dodge, do you want
to make a notion with respect to what you're passing out?

MR DODGE: If | may. This is UAE s
cross-examnation Exhibit 3. | had a page copi ed.

CHAI RVAN LAVAR:  Any objection fromany party
to its adm ssion?

MR. CLSEN. No objection.

M5. SCHM D:.  None.

M5. CLARK: No. There's no objection here.

CHAI RVAN LAVAR: Ckay. It wll be admtted.

(Exhi bit UAE 3 admitted)

MR COLSEN. M. Chair, also, | neglected to ask
for the adm ssion of the docunent that | handed out for

M. MGarvey's cross-exam nation
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1 CHAl RMAN LAVAR: Oh, fromthe | RP? rage 205
2 MR OLSEN. Yeah, the IRP. That would be our
3 OSC Exhibit 3.
4 CHAI RVAN LAVAR: Three? Any objection from
5 anyone to the admi ssion of that?
6 M5. SCHM D: No objection.
7 M5. CLARK: There's no objection from Questar.
8 CHAl RMAN LAVAR: Ckay. That will be admtted.
9 Thank you.
10 MR. OLSEN. Thank you.
11 (Exhibit OSC 3 marked and adm tted)
12 CHAI RVMAN LAVAR:  Ckay. M. Cook?
13 MR COOK: I'mgoing to defer to M. Dodge
14 to call all of our w tnesses.
15 CHAI RVAN LAVAR: Ckay. Thank you.
16 MR DODGE: Thank you. And we'd actually like
17 to start with M. Mtt Medura for C MA
18 CHAl RMAN LAVAR: M. Medura, do you swear to
19 tell the truth?
20 THE WTNESS: Yes.
21 MATTHEW MEDURA,
22 having first been duly sworn, was
23 exam ned and testified as foll ows:
24 DI RECT EXAM NATI ON
25 BY MR DODCE:
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Q M. Medura, will you state your nane and for

whom you work and your position?

A My name is Matthew Medura, Me-d-u-r-a. | work
for CIMA Energy Limted. 1'ma senior marketing
representative.

Q M. Medura, did you cause to be filed in this
docket CI MA [Exhibit 1.0 which is your direct testinony,
Cl MA Exhibit 1.0R, your rebuttal testinony, and Cl MA
Exhi bit 1.0SK, your surrebuttal testinony?

A Yes.

Q And do you have any changes to any of that
prefiled testinony?

A No.

Q And do you adopt it as your sworn testinony
here today?

A | do.

MR. DCDCE: |'d nove the adm ssion of those
three exhibits, M. Chairmn?
CHAI RVAN LAVAR:  Any objection fromany party?
MR. OLSEN. No objection.
M5. SCHM D: No objection.
M5. CLARK: No.
CHAI RVAN LAVAR:  It'll be admtted. Thank you.
(CIMA Exhibit 1.0, C MA Exhibit 1.0R
CI MA [Exhi bit 1.0SR marked and adm tted)
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BY MR DODGE:

Q Thank you. M. Medura, do you have a brief
summary of your prefiled testinony?

A Yes, | do.

Q Pl ease go ahead.

A Basically, nmy testinony outline the concerns
with the Conpany's proposed bal ancing charge in the
foll ow ng manner.

Nunmber one, the rate as cal cul ated does not
take into account the transportation custoner class
of fsets on any given day.

Nunber two, it's unclear as to the
applicability of the conponents of the rate and if they
actually occur. The plus or mnus five percent daily
tolerance is restrictive and not comon in practice
in the industry. The current OFOtolerance limt is
enforced at the agent |evel and therefore can be applied
al so for the bal anci ng char ges.

Nunber five, | believe the workshop or sone
ot her col |l aborative process can result in better
al i gnnment of nom nations with usage.

Nunber six, the current tariff is effective
in addressing the operational constraints the conpany
has, and that CIMA, we agree that individual nom nations

shoul d be nade and be accurate to the best of our
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1 ability.

2 Q And does that conplete your sumary?

3 A It does.

4 MR. DODGE: Thank you.

5 M. Medura is available for cross.

6 CHAI RVAN LAVAR: M. Cook? None?

7 M. WIllians? None? M. Schm d?

8 CROSS- EXAM NATI ON

9 BY Ms. SCHM D:

10 Q Yes. Thank you. Good afternoon.

11 A Good afternoon.

12 Q Were you hear when | asked M. Schwarzenbach

13 and M. MGarvey about nom nations practices?

14 A Yes.

15 Q Are you famliar with the nom nation practices

16  of CI MA?

17 A Not at the individual custoner |evel.

18 Q I'I'l 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 nom nations from

21 CIMA's -- that you nake for CIMA's transportation

22 custoners don't match?

23 A The customers experience an inbal ance which

24 goes into their inbalance account.

25 Q I's the gas shut off to a custoner who nom nates
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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 nore gas is nomnated than its

5 transportation customers use?

6 A No. It goes into their inbalance account.

7 Q What woul d happen if Questar Gas was not

8 offering an inbal ance service? Wat would Cl MA do?

9 A | think -- | expect we'd get a call fromthe
10 gas supply group and tell us to either bring nore gas or
11 sell nore gas into the market in a later cycle.

12 But that's one of the tools we can do.
13 OQherwise, it just goes into their inbalance.
14 Q But that would be for a later cycle.
15 It wouldn't be for the norning when, say, the industrial
16  custoner turns the furnace on
17 The gas wouldn't get there in time for that
18 norning if you added it |ater?
19 A We don't know what the mismatch is until |ater.
20 M5. SCHM D. Those are all ny questions.
21  Thank you.
22 THE W TNESS: Thank you
23 CHAl RVAN LAVAR. M. d sen?
24 MR COLSEN. W have no questions.
25 CHAl RVAN LAVAR. Ms. O ark?
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1 M5. CLARK: | have a couple.
2 May | approach the witness?
3 CHAI RVAN LAVAR:  Yes.
4 CROSS- EXAM NATI ON
5 BY M5. CLARK:
6 Q M. Medura, |'ve handed to you a copy of
7 Questar Gas Conpany's Utah natural gas tariff nunber 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 | intend to ask you about.
11 You testified in your sunmary today that the
12 plus or mnus five percent is restrictive, too
13 restrictive, and | believe you said not common in
14  industry practice. Did | state that accurately?
15 A Correct.
16 Q Wul d you read the sentence that's highlighted,
17 the first sentence under the heading Daily Inbal ances?
18 A "The Conmpany will allow plus or mnus five
19 percent of a customer's volunes delivered from
20 upstream pi pelines as a daily inbal ance tol erance
21 w ndow. "
22 Q Wul d you agree that the conpany's tariff
23 already requires plus or mnus five percent --
24 A Yes.
25 Q -- intol erance?
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1 M5. CLARK: Thank you. | don't have an)F/,age .
2 further questions.

3 CHAI RMAN LAVAR: Ckay. Any redirect?

4 REDI RECT EXAM NATI ON

5 BY MR DODCE:

6 Q Just one | guess to clarify.

7 M. Medura, under that tariff, what happens
8 if a conpany's outside the five percent tol erance today?
9 A It just goes into their inbal ance 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 CHAI RVAN LAVAR:  Any recross desired from any
16 party? ay. Conm ssioner Wite?

17 COMM SSI ONER VHI TE:  No.

18 CHAI RMAN LAVAR:  Conmi ssi oner C ark?

19 COW SSI ONER CLARK:  No questi ons.

20 EXAM NATI ON

21 BY CHAI RVAN LAVAR:

22 Q | have one. On |lines 64, 65, and 66 of your
23 surrebuttal, 1'll just read that line. It says -- you
24 said, "One solution would be to all ow aggregati on by

25 receipt point or other nutually agreeable criteria.”
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| just want to understand what you nean by

“receipt point." Did you nean city gate or sone ot her
meani ng of receipt point?
A | neant the different geographical receipt
poi nts on the system Southern Utah, Wasatch Front,
Woni ng.
CHAI RMAN LAVAR: (Ckay. Thank you,
M. Medura. W appreciate your testinony.
MR DODGE: Next we would call M. Jeff Fishman
on behal f of CI MA, Nucor, and UAE
CHAl RMAN LAVAR. M. Fishman, do you swear to
tell the truth?
THE WTNESS: | do.
CHAI RVAN LAVAR:  Thank you.
JEFF J. FI SHVAN,
having first been duly sworn, was
exam ned and testified as follows:
DI RECT EXAM NATI ON
BY MR DODGE:
Q M. Fishman, could you state your nanme, who you
work for, and your position there?
A My nane is Jeff J. Fishman. | amthe director
of gas services at Energy Strategies.
Q And, M. Fishman, did you have filed in this --
prefiled in this docket Exhibit -- UAE/ Nucor/Cl VA
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Exhibits 2.0, 2.0R, and 2.0R, vyour direct, rebuttal,

and surrebuttal testinony?
A Yes.
Q And do you have any corrections to that
prefiled testinony?
A No.
Q And do you adopt that testinobny as your
testinony here in this docket under oath?
A Yes.
MR DODGE: | would nove the adm ssion of
UAE Exhibits 2, 2R, and 2SR?
CHAI RMAN LAVAR:  Any objection fromany party?
MR OLSEN:. No objection.
M5. SCHM D: No objection.
MS. CLARK: No objection.
CHAI RVAN LAVAR: Ckay. They'll be admtted.
Thank you.
(UAE/ Nucor/ CI MA Exhibit 2.0, [Exhibit 2.0R
Exhi bit 2.0SR marked and admitted)
BY MR DODCGE:
Q Thank you. And, M. Fishman, do you have a
brief summary you'd like to provide of your testinony?
A | do.
Q Pl ease proceed.

A The first concern identified in my direct
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testinony is that this proposal would increase the daily

operating functions of the transportation custoner
relating to nmanagi ng gas supplies.

Now, that in and of itself is not necessarily
I nappropriate, but it is a shift fromthe |ongstanding
nmet hod of operation where the suppliers bear the
responsi bility for managi ng both nom nations and
i mbal ances.

These additional operating activities wll be
requi red even though Questar has not suggested the daily
bal ancing is actually needed on nost days.

Under the current tariff, when there's an
operational need to restrict the deliveries of gas to
transportation custoners to nore closely match
nom nations, it is managed by the operating restrictions
and related penalties that are inposed by the bal anci ng
restriction.

OF greater concern is that Questar is asking
the transportation custoner to take on these new tasks
W t hout providing the tools for success in better
managi ng the daily nom nati ons.

Transportation custoners and suppliers cannot
be expected to operate within a five percent daily
tol erance without neaningful realtine data.

Al t hough transportati on custoners are obligated
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1 to pay Questar for special netering equi pnment,

2 telenetering functionality, and other adm nistrative

3 services, the data that Questar collects, processes,

4 and reports is not available to nanage the nom nations
5 wthin the proposed tine and vol une tol erances.

6 In the absence of an increnental investnent

7 in equiprment and operating personnel, this time |ag

8 effectively prevents the transportation custonmer from
9 achieving what Questar requires under this proposed

10 daily operating requirenent.

11 My assessnent is that realtine data is required
12 to approve the nom nation practices and should be

13 provided through the Questar systemthe transportation
14  custoners are currently paying for.

15 | do not agree with the suggestion by Questar
16 that transportation custoners should be required to

17 acquire additional nonitoring equi pnment through outside
18 vendors. Finally, regarding daily bal ancing and

19 aggregation in this proposed operating schene, it's
20 critical that the suppliers and agents be allowed to
21 net inbal ances anmong their custoners before the daily
22 inbal ances are assessed any additional costs.
23 This is what happens now to mtigate the
24 nont hly i nbal ances as provided for in the Questar tariff.
25 To otherw se collect would be over -- | nean, to
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ot herwi se woul d be over collecting under the current --

of the charge that's currently provided or proposed.

Even under the operating requirenments inposed
by a bal ancing restriction or OFQ, the tariff provides
for aggregation of inbalances at an agent |evel and
trading of the offset inbalances is routinely used by the
suppliers to mtigate inbal ances and the rel ated charges.

My surrebuttal testinony 1'd also like to
nmention addresses the so-call ed operational concerns
In Questar testinony and Questar statenments about
aggregation and existing bal ancing rights under the
tariff. M. Schwarzenbach nmade reference to operationa
constraints and that correct nom nations are inportant
because supply concerns may arise at any tine.

Wiite it is true that supply availability
I ssues may arise, nomnations do not directly influence
supply availability. Only a nom nation can be fulfilled
i f supply is avail abl e.

The fact that there have been only two supply
curtailments that affected transportation custoners in
recent history or the fact is that there have been only
two in recent history has been nentioned by other
testinony today.

M. Schwarzenbach stated that transportation

customers' inaccurate nom nations cause operationa
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probl ens and t he conpany experiences operational

probl ems. There's been no evidence provided to describe,
explain or support any such operational problens that
are the direct result of transportati on custoners’
nom nati ons.

M. Schwarzenbach al so stated that
transportati on customers utilizing nore than their
nom nat ed vol umes could result in a |oss of service to
firmsales custonmers. Again, no evidence was offered
that this has ever taken pl ace.

Regar di ng supplier aggregation
M. Schwarzenbach opposes i nbal ance aggregati on but
provi des no reasonabl e basis for this opposition.
He seens to assune that aggregation would elimnate the
supplier placing a daily nom nation for each custoner.

No agent providing testinony has indicated that
they woul d do anything but continue to provide daily
nom nati ons for each transport customner.

| strongly urge the Comm ssion to authorize
dai Iy inbal ances aggregated by supplier as is currently
al | owed under the bal ancing restriction process.

This brings up the suggested tariff changes
where M. Schwarzenbach proposes to elimnate aggregation
and tradi ng | anguage fromthe bal ancing restriction

section of the tariff.
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To elimnate a | ongstandi ng net hod of

mtigating inbalances and penalties during a bal anci ng
restriction by nodifying the tariff |anguage represents
a consi derabl e extrapol ati on of the stated objectives
in this docket which is to inprove daily nom nations.

Thi s suggestion woul d great expand the negative
I npacts on customers that may result fromthis proposed
dai ly inbal ance char ge.

Finally, once again, Questar argues the
responsibility of realtinme nmetering.

In M. Schwarzenbach's testinony, Questar
gl osses over the fact that transportation custoners
al ready pay Questar for both special netering equi pnent
and operating and adm nistrative fees and suggests that
a custoner purchase additional technology for realtine
data. This is an attenpt to deflect the responsibility
that Questar has to nmanage its netering data in a manner
that's consistent with its new proposed nom nati on and
bal anci ng restrictions.

And that concludes the summary of ny testinony.

MR DODGE: Thank you. M. Fishman is
avai l abl e for cross-exam nati on.

CHAI RVAN LAVAR: M. Cook or M. WIlianms? No?
Ckay. Ms. Schm d?

MS. SCHM D:  No questi ons.
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CHAl RMAN LAVAR: M. d sen?

MR. OLSEN. No questions.
CHAI RVMAN LAVAR:  Ms. d ark?
M5. CLARK: The Conpany al so has no questi ons.
CHAI RVAN LAVAR:  Thank you.
Commi ssi oner VWite? Conm ssioner O ark?
COW SSI ONER CLARK:  No questi ons.
EXAM NATI ON
BY CHAI RVAN LAVAR:

Q | have one. | guess I'mthe only one in the
room |In your opinion, should there be any geographic
limts on aggregation?

A | think froma bal ancing standpoint, it mnakes
sense. | think that in the past the inbal ance trading
and mtigation has not been inposed necessarily at a
geographical location. |It's been a tine.

| think in this circunstance with, you know,
the issues being raised on both sides that that
restriction would not be -- or that requirenent would
not be out of place.

CHAI RMAN LAVAR: Ckay. Thank you.

MR. DODGE: Thank you. Qur next witness is
M. Higgins.

CHAl RMVAN LAVAR: M. Higgins, do you swear to
tell the truth?
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THE WTNESS: | do.

CHAI RVAN LAVAR  Thank you.
KEVIN C. H G4 NS,
having first been duly sworn, was
exam ned and testified as follows:
DI RECT EXAM NATI ON
BY MR DODGE:
Q M. Higgins, would you please state your nane,
for whom you work, and your position at your job?
A Certainly. M nane is Kevin C. Higgins. |I'ma
principal in the consulting firm Energy Strategies.
Q Ckay. M. Higgins, did you cause under your
direction to be prepared and filed in this docket
UAE/ Nucor/ Cl MA [Exhibit 1.0 along with attached
Exhibits 1.1, 1.2, and 1.3, your direct testinony
exhibits, also your rebuttal testinmony 1.0R with an
attached 1.1R and your surrebuttal testinony
Exhi bit 1.0SR?
A Yes, | did.
Q And do you have any changes to any of that
testimony?
A | do not.
Q And does that testinony represent your
testinmony here this norning or this afternoon under oath?

A. Yes, it does.
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1 MR DODGE: M. Higgins -- excuse ne. IFggﬁnsél
2 the adm ssion of those exhibits, M. Chairman.

3 CHAI RVAN LAVAR:  Any objection fromany party?
4 M5. SCHM D:  No.

5 MR, OLSEN: No objection.

6 M5. CLARK:  No.

7 CHAI RVAN LAVAR: It will be admtted.

8 Thank you.

9 (UAE/ Nucor/ CI MA Exhibit 1.0, Exhibit 1.0R

10 |[Exhibit 1.0SK marked and admtted)

11 BY MR DODGE

12 Q Thank you. M. Higgins, do you have a brief

13 summary of your testinony?

14 A Yes, | do.

15 Q Woul d you pl ease proceed?

16 A Yes. (Good afternoon.

17 This case centers on Questar's proposal to

18 introduce a daily transportation inbal ance 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 custoners
22 which is relatively rare to start with, but also requires
23 daily balancing to be neasured exclusively at the
24 I ndi vi dual custoner |evel rather than providing an option
25 for daily balancing to be managed by aggregators or
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suppliers. This lateral restriction is one that no other

utility identified in this docket inposes.

In this sense, Questar's proposal appears to be
a singularly aggressive outlier. The proposed charge is
also material in that it represents an 11.6 increase when
applied to the distribution non-gas revenue requirenent
for transportation custoners.

As a threshold matter, the conpany's proposa
to introduce a daily transportation inbal ance charge is
premature, inconpletely devel oped, and unreasonably
di sruptive to the marketplace efficiencies that have been
devel oped to hel p Ut ah busi nesses nanage their gas
supplies. In light of these considerations, | recomend
that the proposal be rejected by the Conm ssion.

If the Comm ssion is interested in considering
the inposition of a daily transportation inbal ance
charge, | reconmmend that prior to adopting any charge
or adopting the rate design proposed by the Conpany the
Conmi ssi on sponsor a workshop process to investigate how
dai |y bal ancing coul d best be acconplished taking into
account a full suite of market participants and
opportunities for using market nechanisns to nmanage daily
I mbal ances.

This recommendati on notwi thstanding, if a daily

bal ancing charge is to be inposed on transportation
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custoners at this tinme, then the charge proposed by the

Conmpany shoul d be rejected because it is not reasonabl e.
| nstead, three adjustnents should be nade to the
cal cul ati on.

First, the transportati on conponent and fuel
rei mbur senent conponent proposed by Questar should be
renmoved fromthe cal cul ati on because the conmpany has
failed to denonstrate that any costs are actually being
incurred in these categories as a result of retail
transportation custoner inbal ances.

Transportation custoners already pay for their
own transportation on upstream pi pelines including
transportati on usage costs by (coughing) inbal ances.

As no increnental transportation costs are
being incurred by Questar on behalf of transportation
custoners, it is unreasonable to also assign to
transportati on custonmers a portion of the fixed
transportation costs incurred by the Conpany on behal f
of its sales service custoners.

It is particularly unreasonable to include
t hese charges plus fuel in both directions; that is,
for both positive inbalances when | ess transportation
is being utilized by Questar and negative inbal ances.

Rat her, the cost basis for any transportation

i nbal ance charge should be Iimted 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 custoner inbal ances

5 that are within five percent of the aggregate

6 transportation customer usage on a given day shoul d be

7 excluded fromthe cost of the total daily transportation

8 inbal ance.

9 This five percent exclusion is warranted for
10 the purpose of aligning the daily inbalance cost that is
11 subject to the new charge with the performance that is
12  expected of transportation custonmers and recogni zes that
13 the pipeline systemhas inherent flexibility to
14  accommodate snall daily inbal ances.

15 Third, the cal culation should take account

16 of the reduction in storage activity that results when a

17 transportation custoner inbalance and the Questar sales

18 service inbalance nmove in opposite directions on a given

19 day. Incorporating these adjustnments in a transportation

20 inbal ance charge results -- pardon ne -- results in a

21 transportation inbal ance charge of 3.695 cents per

22 dekatherm on inbal ances in excess of the proposed five

23 percent tolerance limt rather than the 19 cent per

24  dekat herm charge proposed by Questar.

25 Finally, I will summarize nmy response to sone
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of the proposals by the Division of Public Uility

w tness M. Weelwight. First, | agree with
M. Weelwight's reconmendation that there should be
further discussion in a task force context.

Second, | disagree with M. Weelwight's
suggestion that the |largest 40 transportation custoners
could be subject to nmore stringent nonitoring and
bal anci ng requirenents.

Taken as a group, the largest 40 custoners
actual ly perforned better than the average with respect
to daily inbalances and | believe that subjecting this
group to nore stringent requirenents would be unduly
di scrim natory.

Third, M. Weelwight proposes an alternative
to the daily inbal ance charge proposed by the Conpany.

In lieu of such a charge, M. Weel wight
recomends that after the appropriate costs are
identified, they should be recovered through a volunetric
charge on all transportation custoners; in effect,
socializing the cost across this entire class.

Wth respect to this proposal, | am concerned
to the extent that such costs are cal cul ated based on the
vol une of i nbal ances.

Soci alizing the cost would nmute the pricing

to the custoners or suppliers causing the inmbal ances.
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But at the sane tinme | conceded that there may be sone

adm ni strative sinplicity in such an approach.

This causes ne to conclude that if any new
daily inbal ance requirenents or charges are going to be
I nposed on transportation custoners, the customers shoul d
be of fered a choice between a socialized charge as
proposed by M. Weelwight or an option to avoid the
socialized cost in exchange for being subject to a daily
bal anci ng regi ne.

So, | recommend that if the Conm ssion deci des
to inpose any daily inbal ance charge that the Conm ssion
requi re that such a choice be avail abl e.

Wth ny three adjustnments to the conpany's
recommended costs, the socialized cost would result in a
charge of .713 cents per dekathermon all transportation
cust omer vol unes.

And | note that this charge is not dissimlar
fromand is even greater than the five cents per
dekat herm -- of the hal f-sent per dekatherm charge |evied
on all suppliers by Baltinore Gas and El ectronic which is
one of the three gas utilities identified by Questar in
di scovery as |evying bal anci ng char ges.

And that concludes ny sunmary.

MR DODGE: Thank you. M. Hggins is

avail abl e for cross.
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CHAl RVAN LAVAR M. Cook?

MR COOK: He's ny witness.
CHAI RVAN LAVAR: Oh. M. Schm d?
M5. SCHM D: No questions.
CHAI RVAN LAVAR: M. dsen?
CROSS- EXAM NATI ON
BY MR OLSEN:
Q Just one clarification if |I could. On your --
| don't want to misstate this, but in your summary,
did you say that this workshop, as a predicate to the
wor kshop woul d be an assunption that there should be sone
sort of transportation inbal ance charge made and it was

a question of how nuch it should be?

A | believe that would up the Comm ssion's
di scretion. And so, | believe that in nmy rebuttal
testinmony, | identified what | believe would be the

appropriate topics for such a workshop.

But certainly, you know, to the extent that the
Conmi ssion requires the workshop, it would be, you know,
up to the Comm ssion to set those guidelines.

And | think it would be hel pful, for exanple,
i f the Conmission were to determne that part of the
equation needs to be an exam nation of how best to use
suppliers in addressing this question. That could be one

of the requirenments of the workshop.
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And, you know, at this point, prior discussions

have not led to a resolution of this matter, but | think
I f the Conm ssion were to provide firm guidance that
that shoul d be one of the elenments that's addressed,
that woul d be very hel pful.
MR. COLSEN. Thank you. Nothing further.
CHAI RVAN LAVAR:  Ms. O ark?
CROSS- EXAM NATI ON
BY M5. CLARK
Q Just one. Wuld you agree, M. Higgins,
t hat under either your proposal or that set forth by the
Conpany, a customer who stays within the five percent
tol erance woul d not pay the rate?
A Yes.
MS. CLARK: kay. That's all | have.
Thank you.
CHAI RVAN LAVAR  Thank you. Any redirect?
MR. DODGE: No. Thank you.
CHAl RVAN LAVAR (Ckay. M. Wite?
COW SSI ONER WHI TE:  No questi ons.
CHAI RVAN LAVAR: M. dark?
COW SSI ONER CLARK:  No questi ons.
CHAl RVAN LAVAR:  Thank you, M. Hi ggins.
THE W TNESS: Thank you
CHAl RVAN LAVAR: Do we have a delay now unti

Litigation Services | 800-330-1112
www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG PROCEEDI NGS DOCKET NO. 14-057-31 - 08/26/ 2015

© 00 N o O B~ W N PP

N N N N NN P P P PR PP R R R
g » W N P O © O N O O M W N P O

Page 229
t he next w tness?

MR. DODGE: Yes. M understanding is that
there's a public witness set at five o' clock,
public wtness tine?

CHAI RVAN LAVAR  Yes.

MR. DODGE: And M. Swenson said he m ght be
able to cone earlier if necessary, but it seens to ne
unl ess people think it'll take nore than 45 m nutes,
then it would surprise nme that getting back together
at 4:15 for M. Swenson and end at five for any public
wi t nesses woul d nmeke sense. That woul d be ny proposal.

CHAI RMVAN LAVAR  Ckay.

Any objection to that proposal from anyone?

M5. CLARK: No.

M5. SCHM D. No objection.

CHAI RVAN LAVAR. kay. We'll be in recess
until 4:15. Thank you.

(Recess taken 3:03 p.m to 4:15 p.m)

CHAI RVAN LAVAR. kay. W're on the record.

Do we have the next witness on the tel ephone?
W do? Okay. M. Dodge?

MR. DODGE: Thank you, M. Chairmn.

For the last witness, this is US Magnesiumni s
W t ness Roger Swenson who's on the tel ephone with your

I ndul gence. And thank you for that.
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M. Swenson, can you hear ne okay?

THE WTNESS: Yes, | can.

MR DODGE: Ckay. Good. |If you'll speak up
like that, I think people will be able to hear you back.
M. Swenson --

CHAI RVAN LAVAR: Let nme put himunder oath.

MR DODGE: |'msorry. Thank you.

CHAI RMAN LAVAR. M. Swenson, |'Il just place
you under oath. Do you swear to tell the truth?

THE WTNESS:. | do.

CHAI RMAN LAVAR:  Thank you.

ROGER SVEENSON,
having first been duly sworn, was
exam ned and testified as fol |l ows:
DI RECT EXAM NATI ON
BY MR DODCGE:
Q M. Swenson, would you give your full nane
and on whose behalf you're testifying here?
A My nane is Roger Swenson. | work with E-Quant
Consulting, and I'mtestifying in this matter today
on behal f of US Magnesi um
Q And, M. Swenson, did you cause to be prepared
and filed in this docket US Mag Exhibit 1.0, your direct
testinony, US Mag Exhibit 1.0R, rebuttal testinony,
and US Mag Exhibit 1.0SR surrebuttal testinony?
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A. Yes, | did.

Q And do you have any corrections to any of that
prefiled testinony?
A No, | do not.
Q And do you adopt that testinony as your
testinmony under oath here this afternoon?
A Yes, | do.
MR, DODGE: |'d nove the adm ssion of
US Mag Exhibits 1, 1R and 1SR, M. Chairnan.
CHAI RVAN LAVAR:  Any objection fromany party?
MR. OLSEN. No objection.
M5. SCHM D: No.
MS. CLARK: No objection.
CHAI RVAN LAVAR: (Okay. They'll be entered.
(US Mag Exhibit 1.0, Exhibit 1.0R,
Exhi bit 1.0SK marked and admitted)
BY MR DODGE
Q Thank you. M. Swenson, do you have a bri ef
summary of your testinmony?
A. Yes, | do.
Q Wul d you present that now, please?
A | believe that custoners should be shown what
the proposed charges wll be for a period to understand
the value of spending tinme to inprove accuracy.

| recommend that a year of informative feedback
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be provided to custonmers showi ng what these charges could

be. | think this will create a nore accurate val ue base
driving the accuracy that custonmers can have and taking
the tine to do that will establish a better test period
data for the basis for actual costs.

| believe that cal cul ations should include real
data and actual costs taking into account net positions
for all system gases and usage on the system

| believe it should take into account a |evel
of baseline flexibility that the system has inherently
such as line pack before initiating a cal culation of
costs. | worry about shortcuts that seem easier but
| don't believe will give the results that we're after
inthis matter.

A single variable charge essentially can
penal i ze accurate nom nating customers w thout a cost
basis. |'mconcerned about inplenenting rates based
on a value of service and calculating the cost basis
on things that may not have occurred.

The best exanple in this matter is the assuned
| osses of gas on transportation that may or may not have
occurred and assumng the cost for that imaginary |ost
gas at two tinmes the market val ue of gas using the
cust omer WACOG gas pri ce.

That's the summary of ny testinony.
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1 MR. DODGE: Thank you, M. Swenson. rage 298

2 M. Swenson's avail able for cross-exam nation.

3 CHAIl RVAN LAVAR: M. Cook?

4 MR. COOK: No questions.

5 MR WLLIAMS: No questions.

6 CHAI RVAN LAVAR  Ms. Schmi d?

7 M5. SCHM D. No questi ons.

8 CHAI RVAN LAVAR M. d sen?

9 MR. OLSEN. Yeah. | have just a couple.

10 CROSS- EXAM NATI ON

11 BY MR OLSEN:

12 Q Can you hear ne, M. Swenson?

13 A Yes. |I'mturning ny phone up just alittle

14 bit. But let ne try now.

15 Q All right. Thank you. This is Rex d sen.

16 I"'mthe lawer for the Ofice of Consuner Services.

17 Do you have your surrebuttal testinony?

18 A Yes, | do.

19 Q Can | ask you to look at lines 32 through 36?

20 A |"ve got that up.

21 Q Great. Thank you. It appears there that

22 you' re suggesting that the Conpany should train | ess

23  sophisticated TS custoners how to forecast denmand.

24 |s that a fair assessnent on that?

25 A |"msorry. | was |ooking at ny rebuttal
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1 testinony.

2 Q Ah. That would do it.

3 A Yes. Now Il'mlooking at it. Yeah. Wat | was
4  suggesting there, that the Conpany nmay have the better

5 expertise to help sone of these snaller individual

6 custoners learn how to forecast sonewhat better

7 Q Vel |, who woul d you suggest shoul d pay for that
8 service? Wuld that be the sales custoners or the TS

9 custoners or who?

10 A. Vell, | think the -- | think that al

11 transportation custoners pay a fixed cost fee to help

12 cover the costs of the extra services that the Conpany
13 provides. So, | assume that those account reps could be
14 utilized that are being paid out of those adm nistrative
15 charges.

16 Q Vell, 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'mnot sure | believe that it's the agent's
20 responsibility. You know, | believe it's the custoner's
21 responsibility to do it right, but | believe that the
22 entity with probably the best know edge about how to
23 forecast your gas usage is the conpany and their experts
24 that work with these custoners for nany years.
25 Q | guess the final question | have on that is,
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by what netric or who woul d determ ne which of these

custoners woul d | ack the sophistication such that they
woul d qualify for the services?

A Oh. | think if you were followng my first
poi nt where |'m suggesting that | think custonmers should
be given the feedback for sonme period of tine to see how
bad they are, we could take a | ook at the worst
25 percent of all custoners.

And | think that probably providing that kind
of feedback to people can change behavior in a positive
way by telling people that if you' re the worst person
in terns of your percentage of nomi nations on the whole
system you know you' ve got sonethi ng wong.

MR OLSEN. Ckay. | have nothing further.
Thank you. | appreciate that.

THE W TNESS: Sure.

CHAl RMAN LAVAR:  Ms. O ark?

M5. CLARK: | have no questions. Thank you.

CHAl RVAN LAVAR: Ckay. Any redirect,

M. Dodge?

MR. DODGE: No. Thank you, M. Chairman.

CHAI RVAN LAVAR:  Conm ssi oner \Wite?

MS. CLARK: No questions.

CHAI RMAN LAVAR:  Conmm ssi oner C ark?

COW SSI ONER CLARK:  No questi ons.
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1 CHAI RVAN LAVAR:  Thank you, M. Swenson.

2 W're all finished.

3 THE WTNESS: Thank you very nuch for indul ging

4 me on the phone with testinony. | appreciate that from

5 the Conmission and all the parties. Thanks.

6 CHAI RVAN LAVAR:  Any other matters that need

7 to be addressed before we recess until the public wtness

8 hearing at five o' clock?

9 M5. CLARK: The only matter the Conpany woul d
10 raise, we would request the opportunity for post-hearing
11 briefs in lieu of closing statenents.

12 So, we woul d make that request.
13 CHAl RVAN LAVAR  Post-hearing |egal brief or
14  statenent or
15 MS. CLARK: Either. W'd like the opportunity
16 to synthesize some of what was said here today along with
17 the prefiled testinmony to the extent that there are |egal
18 issues. And | 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 statenents here tonight.
22 CHAI RVAN LAVAR. Do you have a proposa
23 in terms of tinefrane and whet her there shoul d be a page
24  limt or anything like that before we go to the other
25 parties?
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M5. CLARK: | would -- we're happy to do

what ever the Comm ssion thinks is appropriate. | hadn't
given page limts any thought, but | think a week or ten

days woul d be plenty of time to put together what we

need.

CHAI RVAN LAVAR  Ckay. Thank you.

Ms. Schm d, any comment on the proposal ?

MS. SCHMD: Yes, | do. |If post-hearing briefs
are ordered, | believe that it would be necessary to have

a copy of the transcript in hand for those briefs to be
nost nmeaningful. So, if they are ordered, |I'd suggest
that the tinme period begin to run after the transcript
I's posted on the Conm ssion's Wb site.

MS. CLARK: The Conpany woul d be happen to
arrange with the court reporter for an expedited
transcript as well to the extent that's hel pful.

CHAI RMAN LAVAR: Ckay. Thank you.

Anyt hing el se, Ms. Schm d?

MS. SCHMD: | may ask for a few extra days
for all of us because, yes, I'll say it on the record,
['*'m going on vacati on.

CHAl RVAN LAVAR. (kay. M. dsen?

MR OLSEN: | don't believe the Ofice feels
that's necessary to have post-hearing briefs, but

obviously if you direct us to do those, we will do them
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and | would agree it would be hel pful to have the

transcript in as nuch as time as you deemyou could
reasonably provide us as we're all busy.

CHAI RVAN LAVAR: (kay. Let ne just ask one
nmore question of these two before we go on. And this
question is for everyone to consider, though

I's there a bunch of practical distinction
bet ween the Conm ssion ordering briefing or the
Commission allowing briefing? 1In a practical sense,
does that nmake any difference?

M5. SCHMD: Only with regard to when that tine
period begins to run.

CHAl RVAN LAVAR: (Ckay. M. dsen?

MR OLSEN. Well, | guess if it's ordered,
we of course have to do it. |If it's sonething that is
di scretionary, we woul d decide whether as a nmatter of
policy it was worth the time or trouble. So, | guess
that would be the distinction I would make on that.

CHAI RVAN LAVAR ~ Ckay. Thank you.

M. Dodge?

MR DODGE: And | would leave it up to the
Conmi ssi on whet her you think post-hearing briefs would be
useful or not. | think the practice is typically not to
I ncl ude those other than in cases where you think it

m ght be hel pful for parties to kind of bring their
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positions toget her in one statenent.

So, ny viewis, if the Conmm ssion thinks it
woul d be hel pful, you should request those. If not,
| think you shouldn't if you think you understand
everyt hing adequately, but we're nore than happy
to brief it if you think that woul d be hel pful.

CHAI RVAN LAVAR:  Thank you.

MR COOK: I'Il just reiterate M. Dodge's
comment s.

CHAI RVAN LAVAR. (Ckay. Thank you.

M. WIIlians?

MR WLLIAVS: The only thing | think |I would
add is that if the Conm ssion desires to have sone
post-hearing briefs that you may want to direct us as to
what issues or should we brief a position generally.

If there's sonmething specifically that you would Iike us
to address, I'd Iike sone direction on that if possible.

CHAI RVAN LAVAR:  (Ckay. | think we shoul d
probably recess and di scuss the issue, but before we do
that, I'll see if Comm ssioner White or Conmi ssSi oner
Clark have any questions before we recess for a mnute
or two.

COW SSI ONER CLARK:  |'mjust thinking maybe
we ought to report back at five what we decide --

CHAI RVAN LAVAR |Is everybody in the room going
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2 COW SSI ONER CLARK: -- instead of reconvening
3 twce.

4 CHAI RVAN LAVAR:  That nakes sense.

5 COW SSI ONER WHI TE:  CGood i dea.

6 CHAI RVAN LAVAR:  (Ckay. Anything further, then?
7 MS. CLARK: No. Thank you.

8 CHAI RVAN LAVAR: (Ckay. We will be in recess

9 until five o' clock.

10 M5. SCHM D:. Thank you.

11 (Recess taken 4:28 p.m to 5:00 p.m)

12 CHAI RVMAN LAVAR. (Ckay. We're back on the

13 record, and we are we reconvened for the public w tness
14  portion of this hearing.

15 Before we go to that, we have discussed the

16 request for post-hearing subm ssions.

17 So, we are not going to nandate any

18 subm ssions, but we will accept up to, listening to the
19 time concerns expressed, up to 15 cal endar days after

20 the hearing transcript is entered into the docket,

21 is received and posted on the Wb site. W'Il| accept

22 subm ssions up to 15 pages.

23 We are not going to dictate that they have

24 to be submtted or whether they are briefs or statenents
25 or conments. And we don't have any issues that we're
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specifically requesting to be addressed. So, that's

going to be in each party's discretion on what to do.

Are there any questions about that process?

(No verbal response)

CHAI RVAN LAVAR:  And if any party wants
to work out with the court reporter to expedite the
process for getting that transcript, would you have
information here today to give to sonmeone?

(Affirmative response by the court reporter)

CHAI RVAN LAVAR.  Any questions about that?

M5. CLARK: No. Thank you.

CHAl RVAN LAVAR. (kay. Does anyone have a
sign-in sheet for public coment?

(Di scussion off the record)

CHAI RVAN LAVAR: So far we're not aware of
anyone? GCkay. Well, why don't we give it -- okay.

We're still at zero?

(Affirmative response)

CHAI RVAN LAVAR: Ckay. Well, then what | would
propose, to avoid us sitting here unconfortably | ooking
at everyone in the room is that we would adjourn unti
the earlier of either sonmeone -- and we'll have sonmeone
checking in here to see if someone does show up.

So, if soneone shows up, we'll cone back

I mrediately. This was noticed up that anyone who want ed
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to speak needed to be here by five-thirty and we woul d
accommodat e anyone who arrived by five-thirty. That was
on the scheduling notice.

So, we would propose to re-adjourn at the
earlier of soneone arriving to provide public conmrent
or five-thirty. Any objection to that?

(No verbal response)

CHAI RVAN LAVAR: Ckay. We're in adjournnment
until the earlier of those two tines.

M5. SCHM D. Thank you

(Recess taken 5:02 p.m to 5:32 p.m)

CHAI RMAN LAVAR: Ckay. W're back on the
record. 1'Il ask M. O sen.

Can we confirmthat no one has nmade an
appear ance to make public conment?

MR OLSEN: No one has contacted our office.
So, | guess no one's here.

CHAI RMAN LAVAR: Ckay. Thank you.

If there's nothing further from anyone,
then we're in adjournnent. Thank you.

M5. CLARK: Thank you.

M5. SCHM D. Thank you

(Proceedi ngs concluded at or about 5:32 p.m)
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CERTI FI CATE

This is to certify that the foregoing
proceedi ngs were taken before ne, CLARK L. EDWARDS, a
Certified Shorthand Reporter and Notary Republic in and
for the State of Utah, residing at West Jordan, Ut ah;

That the proceedings were reported by ne in
stenotype and thereafter caused by ne to be transcri bed
into typewiting, and that a full, true, and correct
transcription of said proceedi ngs so taken and
transcribed is set forth in the foregoing pages,

i ncl usi ve.

I further certify that | amnot of kin or
ot herwi se associated with any of the parties to said
cause of action, and that | amnot interested in the

event thereof.

Clark L. Edwards, CSR
Ut ah Li cense No. 109221-7801
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COST-OF-SERVICE GAS

Cost-of-Service (COS) Modeling Factors

For over three decades, Questar Gas’ customers have benefitted from natural gas
produced pursuant to the Wexpro Agreement.'' 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 Questar Gas at cost-of-service,
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.* The 2013
production level was approximately 59 percent of Questar Gas’ supply requirement.” 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 Wexpro’s planned development-
drilling programs is contained in the Future Resources part of the “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 Trail 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 after subtracting the

“''“ 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.
“2 On a net revenue interest basis, cost-of-service production was 59.2 Bef for 2013 and 57.5 Bef for 2012. See
Queslar Corporation’s 2013 Annual Report, Page 31.

¥ Questar Corporation’s 2013 Annual Report, Page 3.
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SOUTHWEST GAS CORPORATION
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Arizona Gas Tariff No. 7 Third Revised A.C.C. Sheet No. 57

Arizona Division Canceling ___Second Revised A.C.C. Sheet No. 57

Schedule No. T-1

TRANSPORTATION OF CUSTOMER-SECURED 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 Ulility 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 the quantity of gas
to be scheduled at each of the Ultility'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 the 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 Upon the Utility's Transportation Obligations: 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
the 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 Ulility'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 27, 2006 John P. Hester Effective June 28, 2007

Docket No. __ G-01551A-06-0746 Senior Vice President  Decision No. 69668
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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 or 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 the exact daily quantity of gas nominaled lo 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 points based on minimum and maximum allocation percentages (City-Gate
Allocations), which Company may revise from time to lime, based on operational
considerations. Changes to City-Gate Allocations may be made effective annually after four
months prior nolice, unless extraordinary considerations require a shorter interval or notice
period. Company may, based on operational considerations, require modification of
Transporter'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 Transporter's Daily
Pipeline Nomination by submilting to Company the nomination, via Company's EBB, by no later
than 11:00 AM Central Clock Time ("CCT") of the workday previous lo 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 pipeling's intra-day nomination schedules. Until
Transporter submits the required nomination to Company Transporter's nominations of daily
quantities shall be zero. Unless otherwise permitted. by Company, the Nomination Period shall
not exceed thirty-one days. i

Transporter shall be responsible for verifying and, if necessary, correcting 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 Transporter'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-Compliance Charge of $.50 per
Dekatherm on the quantity difference if the Transporter's Daily Pipeline Nomination is less than
the minimum or greater than the maximum city gate allocation requirements, which are
calculated as the minimum or maximum city gate allocation percentages multiplied by the
Transporter's Daily Pipeline Nomination (“Non-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
Occurmrence.

Filed pursuant to the Finding and Order dated January 7, 2009 in Case No. 07-1080-GA-AIR of The
Public Utilities Commission of Ohio.

Issued February 17, 2009 Issued by Jerrold L. Ulrey, Vice-President  Effective February 22, 2009
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Ill. MMT BALANCING CHARGES

HOW DOES NFGD DETERMINE THE AMOUNT OF INTERSTATE

PIPELINE CAPACITY TO RESERVE?
NFGD reserves capacity sufficient to meet the anticipated design day
requirements of its PGC sales customers, Choice transportation customers
and the balancing requirements of Monthly Metered Transportation (“MMT")
and Daily Metered Transportation (“DMT") customers. Design peak is an
extremely cold winter day which a gas utility selects and utilizes for capacity
planning purposes. Design peak days are typically expected to occur once
every 10 to 20 years. The design peak day selected by NFGD for capacity
planning purposes is a day with an average temperature of -9°F.

WHAT IS THE MONTHLY MMT BALANCING CHARGE?
NFGD incurs costs to accommodate the differences between the daily
consumption quantities of MMT customers and the daily quantities of gas
delivered to NFGD on behalf of MMT transportation customers. These costs
are recovered from MMT customers through a balancing charge. The design
of the MMT Balancing Charge is presented in PGC Exhibit No. 24A. The
current MMT Balancing Charge is $0.25 per Mcf, and the proposed MMT
Balancing Charge to be effective August 1, 2015 is $0.29 per Mcf.

WHAT IS YOUR CONCERN WITH NFGD'S MMT BALANCING

CHARGES?
The current $0.25 per Mcf MMT Balancing Charge, established in the
Company’s 2014 1307(f) proceeding at Docket No. R-2014-2399610, was

designed based on the then anticipated balancing requirements of MMT

Direct Testimony of Jerome D. Mierzwa

Page 5
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The Company is requesting an effective date of April 1, 2015. Any changes approved
to the methodology for calculating firm transportation customer balancing charges
would take effect with the first GSR filing made after April 1, 2015, with rates that

would become elfective November 1, 2015.

VI. EVALUATION OF AMENDED APPLICATION
ARE THERE ASPECTS OF THE COMPANY'S AMENDED APPLICATION
WITH WHICH YOU AGREE?
Yes. | agree with Chesapeake’s proposal to release excess upstream pipeline capacity
into the open market. I also agree with the Company’s proposal to assess GS, EGS,
MVS, and EMVS transportation customers a balancing charge. This is appropriate
because the Company is required to maintain interstate pipeline capacity to meet the
design day balancing requirements of these customers.
ARE THERE ASPECTS OF THE COMPANY'S AMENDED APPLICATION
WITH WHICH YOU DISAGREE?
Yes. I disagree with the following aspects of the Company’s Amended Application:

+  The calculation of the amount of excess upstream pipeline capacity to be
released; and

«  The crediting to firm sales customers of 90 percent of the revenues received
from the release of excess upstream pipeline capacity.

WHY DO YOU DISAGREE WITH THE COMPANY'S CALCULATION OF
THE AMOUNT OF EXCESS UPSTREAM PIPELINE CAPACITY TO BE
RELEASED?

Chesapeake currently maintains 77,942 Dth of total upstream pipeline capacity,
consisting of 66,172 Dth of unbundled FT transportation capacity and 11,770 Dth of

firm transportation capacity that is bundled with storage service. In addition, the

Direct Testimony of Jerome D. Micrzwa Page 8
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customers are permitted to deliver more gas to UGI on a daily basis than they consume

without restriction or penalty.

The proposals reflected in Supplement No. 91 were designed in response to the
implementation of Order No. 636 by UGI’s interstate pipeline suppliers. UGI's larger
interstate pipeline suppliers, specifically Texas Eastern Transmission and Transcontinental
Gas Pipe Line, permit positive and negative daily imbalance tolerances of 10 percent for
basic transportation service. Therefore, positive daily imbalance tolerances on the UGI
system should be limited to 10 percent, and a penalty assessed for positive imbalances
which exceed 10 percent. This would result in the imposition of the same balancing

requirements on UGI's transportation customers as is placed on UGI by its interstate

pipeline suppliers.

WHAT IS THE BASIS FOR YOUR RECOMMENDATION THAT PROPOSED
RATE MBS BE ELIMINATED?
Rate MBS should be eliminated for a number of reasons. First, the Company’s proposed
cash-out mechanism already provides for the resolution of monthly imbalances.

Therefore, the Rate MBS alternative is duplicative and unnecessary.

Second, the proposed cash-out procedure is consistent with the imbalance

resolution mechanism recommended by the Commission in its Advance Notice of

Direct Testimony of Jerome D. Mierzwa Page 19
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DTI. Generally, Texas Eastern delivered supplies are injected into DTI storage, and

delivery from DTI storage to Equitable is effectuated by Equitrans.

II. INTERSTATE PIPELINE CONTRACTS

WHAT IS A DESIGN PEAK DAY?
Design peak day is an extremely cold day that is expected to occur once every 10 to 20
years which a natural gas distribution company (“NGDC") such as Equitable selects and
utilizes for capacity planning purposes. An NGDC would generally estimate its
customers’ requirements (or demands) under design peak day conditions and secure
various capacity resources sufficient to meet those requirements.

WHAT DESIGN PEAK DAY CRITERIA ARE USED BY EQUITABLE FOR

CAPACITY PLANNING BY EQUITABLE? |
The design peak day utilized by Equitable for capacity planning purposes is a January
weekday with a mean temperature of -10°F (75 heating degree days) and an average wind
speed of 15.8 mph.

DOES EQUITABLE RESERVE PIPELINE CAPACITY TO MEET THE

REQUIREMENTS OF ALL OF ITS CUSTOMERS?
No. Equitable reserves sufficient capacity to meet the design peak day requirements of
its PGC sales customers and small transportation customers participating in the
Company’s customer choice program. Larger transportation customers are generally
responsible for securing their own capacity; however, Equitable does reserve capacity to

meet the balancing and standby service requirements of larger transportation customers.

Direct Testimony of Jerome D. Mierzwa Page 5
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INTRODUCTION AND SUMMARY

: Please state your name, business address and title.

My name is Douglas D. Wheelwright; my business address is 160 East 300 South, Salt Lake
City, Utah 84114. I am a Technical Consultant with the Division of Public Utilities

(Division).

: On whose behalf are you testifying?

: The Division.

: Please describe your position and duties with the Division.

: As a technical consultant, I examine public utility financial data and review filings for

compliance with existing programs as well as applications for rate increases. I research,
analyze, document, and establish regulatory positions on a variety of regulatory matters. I
review operations reports and evaluate the compliance with the laws and regulations. 1
provide written and sworn testimony in hearings before the Public Service Commission of

Utah (Commission) and assist in the case preparation and analysis of testimony.

Please summarize your educational and professional experience.

I hold a Bachelor’s degree in Finance from Weber State University. Prior to working for the
Division I was a financial advisor for 10 years and held SEC Series 7, 9, 10, 63 and 66
licenses and have held insurance and real estate licenses. I began working for the Division in
2008 and have attended the NARUC Advanced Studies Program at Michigan State
University and have completed a number of other utility regulation training courses. I have
earned the professional designation Certified Rate of Return Analyst (CRRA) from the
Society of Utility and Regulatory Financial Analysts. I have provided testimony to the

Commission and appeared as a Division witness in previous dockets.
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BACKGROUND AND OVERVIEW

Will you briefly review the background and factual framework surrounding this
docket?

Yes. On December 18, 2014, Questar Gas Company (Company or Questar Gas) submitted
an application to make changes to the Utah Natural Gas Tariff No. 400 in order to charge
transportation customers for the use of supplier-non-gas services. On January 6, 2015 the
Commission held a scheduling conference to establish filing dates and a hearing date. On
May 5, 2015, Parties other than Questar Gas, the Division and the Office filed comments on
the proposed changes. Comments and Testimony have been filed by the Company and by
seven other intervening parties in this docket. The issues surrounding the incorrect
nominations by natural gas marketing companies were raised in the last general rate case
(Docket No. 13-057-03) and in The Formal Complaint against Questar Regarding
Nomination Procedures and Practices for Transportation Services (Docket No. 14-057-19).

¢ What is the purpose of your testimony in this matter?

I will not attempt to address each aspect of the various positions that have been provided by
the Company and by other parties in direct testimony. My comments are limited to
addressing the broad topics and purpose of the proposed changes to the tariff. I will not

comment on the apgr_cgﬁ_g_tc_method or items t}_u_:lt should be considered in the calculation of a

charge to Transportation Service (TS) customers. My testimony is limited to a discussion of

the need for the proposed changes to the tariff and a discussion of the public interest.

However, silence on any issue does not signify the Division’s agreement.

In summary, the Division is in agreement with the Company that TS customers should pay
for the services that are being using, however it is not clear what costs should be included in
the calculation. The second issue related to the TS customer nominations could be improved

through better use of the existing tariff.
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Q: What is your understanding of the purpose for the proposed changes to the Company’s

A:

2

tariff?

The Company stated that there are two main objectives in this filing. First, the Company is
seeking to assign costs to transportation customers for the supplier-non-gas services they use
on the system.! Second, the Company has proposed a new rate design to give customers an
incentive to more closely match their nominations to their usage.? Issues surrounding the
proper nomination of natural gas by TS customers and their agents were addressed in the
previous rate case and continue to be a concern for the Company. Nominating or bringing
the incorrect volume of natural gas to the Questar Gas system can have an adverse impact on
the efficient operation of Questar’s system, and in particular to system reliability as well as
storage planning and usage. If TS customers nominate less than they actually consume, the
Company could be forced to move gas from storage facilities in order to meet the demand. If
TS customers nominate or bring more gas to the Questar system, the Company could be
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
require the use of no-notice services on the pipelines. The cost for these services are

currently built into the rates paid by GS customers and are not allocated to TS customers.

: Can you provide an example of how this could occur on the Questar Gas system?

Yes. During the summer months, the Company plans to inject an average of 75,000 Dth per
day of Wexpro gas into Clay Basin storage to be used during the winter heating season. This
planned storage can be disrupted when Transportation customers pack (over deliver) gas to
the Questar system over weekends and holidays. Let me illustrate this with two recent

examples.

During the Memorial Day weekend, (May 24 - 25, 2015) marketers collectively brought an
additional 30,895 Dth to the system on Sunday and 32,833 on Monday. More recently, on
Saturday, June 13, 2015 marketers collectively brought an additional 41,123 Dth to the

! Kelly B Mendenhall, page 1, lines 18-19.
? Kelly B. Mendenhall, pages 1 - 2, line 21 - 23.





78
¥
80
81
82

83
84
85
86
87
88
89
90

91

92
93
94
95
96
97
98

Docket No. 14-057-31
DIRECT TESTIMONY
Douglas D. Wheelwright
DPU Exhibit No. 1.0D
July 2, 2015

system.> An over-supply of gas could require the Company to use no-notice services to

move the gas and could delay an equivalent amount of Wexpro production from going into

storage. Furthermore, it is the Division’s understanding that this situation can, and has in the

past, caused Questar to shut-in Company owned production which would be an additional

cost borne by firm sales customers.

Q: Can you provide some perspective on the type of customers and the volume of natural

gas that is nominated to the Questar Gas system by TS customers on a regular basis?

A: Yes. There are approximately 300 customers that have chosen to contract for transportation

service. While the number of customers is relatively small, the volume of gas used by these

customers represents approximately 25% of the total annual volume on the Questar Gas

system.* Table 1 below is a summary of the volume of natural gas for transportation

customers for the last five years.

Table 1
5 YEAR
2010 2011 2012 2013 2014 AVERAGE
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

While some of the natural gas consumed by TS customers is used for heating, the majority is

used in various manufacturing processes. The manufacturing processes generally have a

more consistent gas requirement throughout the year and do not have the same seasonal

fluctuation as the gas provided to GS customers which is primarily used during the winter

months for heating. A review of the actual volume on a monthly basis has revealed that

during many of the summer months, the volume of natural gas for the 300 transportation

customers is equal to and in some cases greater than the volume of natural gas for the

* DPU Field Data request, June 30, 2015,

* 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)

25
20
15
10

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Millions

< Sales Dth  ==®==Transport Dth

As represented in the graph, the usage for T'S customers is not as seasonal and has a more
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
important for system reliability as well as for cost-of-service production and storage

planning.

The Company has approximately 300 customers in the TS rate class. Are the 300

customers similar to each other in the amount of gas used?

: No. The volumes within this class are heavily weighted toward the larger customers with a

large difference between the small and the large customers. Of the 300 customers in the TS
class, the annual usage varies from as low as 1,500 Dth per year for the smaller customers to
over 6.6 million Dth per year for the largest customer.® (For comparison, GS rates assume
that a typical residential customer will use 80 Dth per year.) The 10 largest TS customers
represent approximately 58% of the total TS volume. The largest 40 customers represent
approximately 80% of the tbtal TS volume. The remaining 260 smaller TS customers
represent 20% of the total TS volume.

* Kelly B. Mendenhall, Exhibit 1.3.
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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 if 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. Mendenhall’s 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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Q: Do the marketing companies agree that the nomination process could be more accurate

A:

if it were important to do so?

Yes. In their direct testimony, the marketing companies have acknowledged that when there
are operational restrictions in place they are required to be more accurate with the
nominations.® Operational constraints are initiated by the Company when there are
maintenance issues or weather related problems. In these situations, the Company will issue
an operational flow order (OFO) restriction and will require the marketing companies to stay
within a +5% daily tolerance limit. When there are no system limitations and an OFO is not
in place, based on the nomination and usage data, it appears that the marketing companies
have focused their efforts on managing the gas supplies to a monthly balancing requirement,

which is how imbalance charges are now billed.

: In Kelly B. Mendenhall’s testimony, he proposed a 5% daily tolerance limit. Do you

believe that the proposed 5% daily tolerance limit for all TS customers is an
appropriate threshold or tolerance limit when there is no OFO restriction?

Not necessarily. As mentioned above, during times of system constraint due to such things
as weather conditions or system maintenance issues, Questar Gas issues an OFO limiting the
customers and marketing companies to a 5% threshold in order to minimize any potential
impact to the system and to the sales customers. These restrictions are put in place as a
precaution when there are possible system reliability concerns. When there is no OFO
situation, the 5% daily limit may be too restrictive and create an unnecessary burden on
individual customers and marketing companies. If there were a daily 5% requirement, it is
unclear to the Division what TS customers would be required to do differently than they
would be required to do if there were a maintenance or weather related condition requiring a

5% daily balancing limit with an OFO order restriction.

While the Division supports the Company’s objective to charge transportation customers for

their use of Questar’s no-notice services, the proposed 5% daily limit for all TS customers

¢ Roger J. Swenson, page 2, line 29 - 40.
Matthew Medura, page 5, line 92 - 112.
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may be too restrictive. Nevertheless, there appears to be the potential for lost opportunity
costs and potential actual expenses in non-OFO periods when nominations and usage are
widely different. Therefore, the Division would support a larger daily tolerance limit as long

as that limit does not lead to excessive shut-in or other costs.

The above suggests one possible resolution to address the need for more precise nominations
and the equitable sharing of the costs of no-notice service: a 5% tolerance on OFO days, a
higher tolerance for non OFO days, and the broader use of OFOs or similar mechanisms
when reliability is not jeopardized but gas management considerations, such as avoiding
shut-in wells, warrant more precise nominations. Further, the Division notes that changes in
the tolerance levels also necessitate changes in the rate charged using Mr. Mendenhall’s

method for calculating the rate.

: Do you have other concerns with the proposed daily balancing requirement?

Yes. One of the concerns for requiring daily balancing has to do with the availability of
actual usage information. The first nomination process occurs one day in advance of the gas

flow date and the actual usage data is not available for 1- 2 days after the gas flow date.

For example, the nomination process requires the customer or the agent to estimate and
schedule on Monday the amount of gas that will be needed on Tuesday. The gas is used
during the day on Tuesday and on Wednesday morning, a meter reading is electronically sent
to Questar to calculate the amount of gas that was consumed. The actual usage information
for the amount of gas that was used on Tuesday is then available to the customer by
approximately 10:30 am on Wednesday, which is the same time that the nomination for
Thursday’s gas is due. While there are opportunities to adjust or make additional
nominations during the gas delivery day, the actual usage information is currently not
available from the Company until at least one day afier the gas has been consumed. Actual
usage information for Tuesday would most likely not be used until Thursday for the Friday

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: 1believe that most if not all of the language is already in place that would allow the

227 Company to improve the nomination process without additional changes. The 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 7)

233 require the Company to take action to maintain system integrity, or 2)

234 reasonably be expected to force the Company to materially alter ifs prior day’s
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. If other than written notice is initially
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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.

It appears that the language of the existing tariff is sufficiently flexible to allow the Company
to implement restrictions if the TS nominations cause operational concerns or for conditions
that would require the Company to adjust planned levels for storage or injection —packing
and drafting the system—or for operation of Company owned production. While the tariff
language appears to allow the Company to place restrictions on individual customers or at the
marketing company level if they are not complying with the current nomination guidelines,
these procedures are not being utilized by the Company to encourage and require more
accurate nominations where needed. If the intent is to modify behavior, the {:)ols are
available and should be implemented. The broader use of OFOs can address many of the

Company’s operational concerns.

The language of the tariff states that “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.” This language would suggest
that individual companies could be closely monitored if the nominations and usage are
significantly different and contribute to the system imbalance. Some of the TS customers
utilize such large volumes that incorrect nominations for these customers could have an
impact on the system reliability and storage planning. As noted above, the 40 largest TS
customers account for 80% of the total volume. The Company could also look at the
nominations of specific marketing companies in total and determine if the nominating
practices of a marketer are causing problems for the system or the Company could place

restrictions on weekends to reduce packing and drafting the system.

: Do you have a recommendation for this docket?

: Yes. In the original filing, the Company stated that there were two main objectives with this

filing. The first was to allocate costs to the TS class for the use of supplier-non-gas services.

<11 =
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The second objective was to improve the nomination process. While these two issues are

closely related, I believe they should be addressed as separate issues.

I agree with the Company that the TS customers should be paying for the services they are
using. While I agree that the TS class should pay for the services, I do not believe that the
Company has presented sufficient information at this point to validate the appropriate costs
that should be assigned to the TS class or their method of recovery. Once these costs can be
more clearly determined (the numerator of the equation), these costs should be divided by the
46.5 million annual Dth used by the TS class to determine a fee that could be assigned to
each Dth used by TS customers. This would be a volumetric charge to all TC customers for
the use of supplier-non-gas services on the Questar Gas system. The new rate will be
recalculated twice per year and updated with each 191 pass through filing. The revenue

received from the TS customers would be applied as a credit to the GS class.

The costs and imbalance calculations will be determined by a task force created to review the
supplier-non-gas costs that are to be assigned to the TS customers. The task force (or
individual) recommendation will be due to the Commission by November 1, 2015 with a
request to make the new rate effective January 1, 2016. It is anticipated that as the
nominations and actual usage become more closely aligned, the use of the supplier-non-gas
services will be reduced along with the allocated fee to TS customers.

Whjle_ _the current process has not yielded agreement on whether a charge to TS customers is
appropriate or in what amount, if the Commission first orders that some fee should be paid,
the Division expects a second round of discussions in the proposed task force would be more
fruitful. While such a process may not lead to agreement, it will sharpen the focus and lead to
the presentation of better developed proposals for what fee to charge and how to charge it.

To achieve the second goal and improve the nomination process, the Company should begin
to more effectively utilize the existing tariff language and impose imbalance restrictions on
TS customers with greater frequency. The tariff specifies that restrictions can be put in place
if the imbalance would require the Company to alter its prior day’s planned level of

w]l2a
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Company production, storage or injection. These restrictions should not be abusive and
should only be used when there is an actual system constraint or when there is significant
packing or drafting taking place. The Company should not be required to alter its daily
planning to anticipate and accommodate packing and drafting by TS customers. According to
anccdotal information, it has done so. The existing language of the tariff should be used
more effectively to encourage more accurate nominations. Significant penalties are already
approved and in place in the tariff if nominating parties do not comply with the restrictions.
The Company already has the ability to modify the behavior of the marketing companies but

has chosen not to use the approved tariff.

Another option to improve the nomination process would be to require more stringent
monitoring and balancing of the large customers where incorrect nominations could
potentially impact the system. In reviewing the data it appears that TS customers with annual
usage of over 200,000 Dth would have the largest impact and represents a large portion of
the total volume. Closely monitoring the top 40 customers would not require a significant
increase in resources for the Company or for individual marketing companies. Many of
these large customers may already have real time usage monitoring systems in place and
could adjust the nominations to closely match the actual usage. These top 40 customers are
spread among the different marketing companies and would be easier to manage than
requiring all 300 TS customers to balance on a daily basis. Applying such requirements
would not amount to undue discrimination given the different system impacts of the

customers’ usage.

Improving the nominations for the 40 largest TS customers would have the greatest potential
to impact the reliability of the Questar system since these customers represent approximately
80% of the total TS volume and approximately 68% of the Dth outside the 5% tolerance.
Marketing companies should continue to use their best efforts to nominate gas for the 260
smaller customers that will closely match the forecast usage. These customers represent
approximately 20% of the TS volume and have a much smaller impact on the reliability to

the Questar Gas system. By separating these two groups and requiring closer monitoring of
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the larger TS customers, the nomination process should be more accurate and reduce the

potential impact to the reliability of the Questar system.

: Can you summarize your final conclusion and recommendation?

The original application indicated that there were two main purposes to this filing and the
solution should be addressed as two recommendations. First, it is appropriate for all TS
customers to pay for the services that they are using. This fee and the calculations necessary
to determine the amount of this fee should be determined through a task force as detailed

above and filed with the Commission by November 1, 2015. In the current proceeding, the

-Commission should order that a fee is in the public interest and should be addressed in the

task force process. The fee for the use of these services will be applied to all TS customers
on a volumetric basis and will be adjusted twice per year with the Company’s 191 Pass-
Through filing.

The stated goal of improving the nomination process can best be addressed by either using

the tools provided in the existing tariff to restrict nominations to all TS customers or to more
stringent monitoring and balancing the 40 largest TS customers. The large TS customers
have the greatest potential to impact the reliability of the Questar system and represent
approximately 80% of the total TS volume.

Does this conclude your testimony?
Yes.

<l
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INTRODUCTION AND SUMMARY

: Please state your name, business address and title.

My name is Douglas D. Wheelwright; my business address is 160 East 300 South, Salt Lake
City, Utah 84114. [ am a Technical Consultant with the Division of Public Utilities

(Division).

: Did you previously file testimony in this case?

: Yes.

: What is the purpose of your surrebuttal testimony in this Docket?

1 will respond to the information provided in rebuttal testimony from Mr. Kelly B.
Mendenhall and Mr. William F. Schwarzenbach from Questar Gas Company (Company),
Mr. Kevin C. Higgins from Utah Association of Energy Users (UAE), Nucor Steel-Utah, and
CIMA ENERGY LTD, Mr. Roger J. Swenson from US Magnesium LLC (US MAG), Mr.
Matthew Medura from CIMA Energy L.td (CIMA) and Mr. Gavin Mangelson from the

Office of Consumer Services (Office).

: Would you please summarize your understanding of the primary issues and state the

Division’s position in this case?

Yes. The Company has stated that there are two main objectives in this filing. The first is to
assign costs to transportation customers for supplier-non-gas services (SNG) they use on the
system. The second is to give transportation customers an incentive to more closely match
the daily gas nominations with the actual usage at the individual customer level. The
Company proposal would allocate approximately $1.7 million in SNG cost to transportation
customers. The customers that have elected to use transportation services account for

approximately 25% of the total volume on the Questar Gas system.'

! Volumes have been calculated from the Questar Gas Results of Operation, December 31, 2010 — December 31,
2014. Transportation volumes for special contracts have been excluded.
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The gas nomination process requires the customer or the marketing company to estimate the
future usage of gas. With the nomination amounts based on a forecast, it is expected that
there will be variation in the actual usage compared to the nominated amount on any given
day. Since the actual usage will always differ from the forecast, some degree of tolerance or
acceptable variation should be allowed. The intervening parties in this case have presented
information to indicate that for the past 20 years marketing companies have not been required

to balance the commodity each day at the customer level.

The Company has presented information to show that transportation customers’ nominations
do not match the actual usage on a daily basis. The inaccurate nomination process requires
the Company to utilize no-notice and transportation services in order to balance the system
on a daily basis. The Company is concerned not only with the total amount of the imbalance
but also the nomination of the gas for the individual customers. The Company would like the
individual customer nomination amounts to match the anticipated usage in case there is a
curtailment situation and transportation customers are limited to use only the amount of the
nomination. If a transportation customer continues to burn additional gas above the
individual nomination amount, they would be assessed a penalty however, the additional gas

consumed could be coming from the gas supply intended for sales customers.

In summary, the Division agrees with the Company that transportation customers should pay
for the services that are being using. The calculated dollar amount of $1.7 million from
transportation customers does not appear to be excessive and would be credited to sales
customers through the 191 account.

The remaining question is the best way to allocate the $1.7 million cost to the transportation
customers, either through a flat volumetric fee or through the calculation proposed by the
Company. An important change that should not be overlooked in the discussion is the
proposal’s change to require daily balancing for all transportation customers in order to
improve the nomination process. If the Commission orders a flat volumetric rate on all

transportation customers, the Company will collect the $1.7 million for the use of these
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services and must provide a balancing service for the transportation customers. If the
Commission determines that transportation customers should improve the nomination
process and balance daily, individual customers (or their agents) will need to be more
responsive in monitoring the actual usage and aligning the nominations with the actual usage.
The Division’s recommended task force will be used to review the costs provided by the
Company, look at the changing market conditions and address the various needs of the

diverse customers using transportation services.

RESPONSE TO MR. MENDENHALL —- QUESTAR GAS

: Mr. Mendenhall referred to the $0.06 balancing charge for the Municipal

Transportation Class (MT). Have you been able to discover any additional information

about this rate calculation and balancing charge for the MT customers?

. Yes. The Commission approved a $0.06 per Dth rate for MT customers which has been

collected for over 15 years and credited to sales customers through the 191 account. The
collection of this rate is similar to the collection for services that has been proposed in this

Docket.

1 went back to the stipulation agreement in Docket No. 98-057-01 to determine the original

purpose for this charge. The stipulation agreement states the following;

For purposes of this Stipulation, Petitioners agree that the balancing charges
applicable under Exhibit 1will include a $0.06 Dth charge for all gas volumes
transported. As described by QGC witness Alan K. Allred in his July 30,
1999, Direct Testimony and accompanying Exhibit 1.2, QGC believes that
this charge will recoup its estimate of the MT customers’ share of the
Company’s No-Notice service and a portion of storage services they believe
are used to balance the daily variation in loads between the forecasted usage
of MT customers and their actual usage. The Parties have not reached an
agreement that this charge is cost-based or an appropriate charge, except in
the limited context of this Stipulation.? (Emphasis added)

2 Report and Order, Docket No. 98-057-01, Attachment No. 1 Stipulation, page 8.
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It appears that the intent of this charge for Municipal Transportation customers is similar to
the proposed charge for the other Transportation customers in this docket. Both the existing
MT rate and the proposed charge are intended to recover the cost associated with the use of
no-notice and storage services. The Division agrees with the Company and would support
the recommendation to have all transportation customers including the MT customers pay the

same fee for the use of these services.

: Do you have any information on the MT class?

Yes. The historical usage information for the one MT customer is included in the
spreadsheet provided as Exhibit 1.3 of Mr. Mendenhall’s direct testimony. A review of the
information for contract 95 provides a history of the nominations and actual usage of the MT

customer and the calculation of the decatherms outside the 5% tolerance.

: Are the nominations for the MT customer different or more accurate than the

nominations for the other transportation customers?

: No. The nominations for this customer are similar or slightly worse than other transportation

customers with similar annual volume. Since this customer would not be charged both the
flat fee currently in the MT Tariff and the proposed charge if approved, [ have calculated the
impact of the change in rates for this customer. Under the flat $0.06 per Dth rate, the
customer would have payed approximately $2,130 from December 1, 2013 through
November 30, 2014.% If the Company proposed rate had been in place for the same time
period the customer would have paid approximately $2,445. A higher rate for this customer
may be appropriate since the nominations were not accurate and the customer has been using
the balancing services. Under the Company proposed billing, each customer could
potentially reduce the amount of the charge with more accurate nominations and staying
within the allowed tolerance. The flat fee currently in place for MT customers will collect
the charge for the use of these balancing services but does not provide any incentive to

improve the accuracy of the nominations.

3 Direct Testimony of Kelly B. Mendenhall, QGC Exhibit 1.3
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: Do you agree with Mr. Mendenhall’s statement that “the Company’s proposal is not

related to commodity imbalances; rather it is a charge for upstream transportation

balancing services used in a daily basis?”

: No. The proposed charge is for balancing services but it is directly related to the commodity

imbalances. The way the Company calculates the charge is based on the accuracy of the
commodity nomination compared to the actual commodity consumed each day. The
proposed charge changes the commodity balancing from monthly balancing to a daily

balancing requirement in order to improve the nominations at the customer level.
RESPONSE TO MR. SCHWARZENBACH - QUESTAR GAS

Do you agree with that Mr. Schwarzenbach that the proposed change is not

burdensome on the TS customer or their agents?

A: No. The proposed change to daily balancing at the individual customer level represents a

significant change from the way marketing companies have operated in the past and which
Questar has allowed to occur. While the current tariff identifies a +5% daily tolerance level,
transportation customers have been balancing on a monthly basis and marketing companies
have expressed concern with the Company’s proposed change. It is not difficult to see how
managing each individual client to a +5% tolerance level on a daily basis could cause

additional work for the marketing companies.

: Mr. Schwarzenbach states that the tariff language is not sufficient to incent customers

or their agents to manage the nominations on a daily basis. Do you still feel that
“Operational Flow Orders” or OFO’s could be used in a more effective way to better
manage nominations?

Yes. The Company has all of the historical nomination and usage information on each
individual customer and each marketing company. The Company has the ability to look at
the nomination and usage information from the Memorial Day weekend for example and see
if the additional gas brought to the system can be tied back to the over-nomination of a

specific contract or a specific marketing company. If 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. If 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.”*

137 If 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.” 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”® and suggests that transportation customers should
153 be offered a choice between the “socialized”” (flat rate) charge or the daily imbalance
154 charge. Do you agree with his recommendation?

* Questar Gas Company, Utah Natural Gas Tariff PSCU 400, 5.09 Daily Imbalances, p. 5-15.
* 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: Iagree 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 will 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 take 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: Iagree 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. T do not agree that there should be an aggregation of the imbalance

is 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. |

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 Mr. Higgins’ suggestion that parties should have additional time to
i 3 § file several rounds of testimony on any remaining unresolved issues?®
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

¥ Rebuttal Testimony of Kevin C. Higgins, page 6, line 111.
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task force with a recommendation or separate comments to the Commission by November 1,

2015 and an effective date of January 1, 2016 for the new rate.

: Do you agree that the 40 largest customers perform better than average with respect to

the daily imbalances?

Yes. My analysis shows that the 40 largest customers represent 80% of the volume but
account for only 68% of the imbalance volume outside the 5% tolerance and that the large
volume individual customers have the greatest potential to impact the Questar Gas system.
For example, in Mr. Mendenhall’s Exhibit 1.3, contract 164 individually represents 11.3% of
the total transportation volume while contract 189 (used in Mr. Mendenhall’s rebuttal
example) represents 0.04% of the total volume. A 10% imbalance on contract 164 could
have a potential impact on the Company’s storage planning while a 10% imbalance for
contract 189 may not be noticed at all. Larger customers are also more likely to have more
extensive monitoring equipment to track daily usage and would be more likely to make

adjustments to the daily nominations.’

: Do you believe that closely monitoring the largest customers is unduly discriminatory?

: No. As stated above, the approved tariff allows the Company to impose restrictions on “a

system-wide basis, a nominating-party by nominating-party basis, a customer-by-customer
basis.”’’ A customer that uses 9,500 Dth per day and is outside the 5% tolerance band can
have a greater impact to the system than a single customer that uses 9 Dth per day. If the
nominations for the large use customer are not delivered to the Questar system and the
customer continued to use gas intended for sales customers, sales customers could be

impacted.

Mr. Matthew Medura — CIMA

? Rebuttal Testimony of Roger J. Swenson, page 4, line 68.
' Questar Gas Company, Utah Natural Gas Tariff PSCU 400, 5.09 Daily Imbalances, p. 5-15.
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Q: Mr. Medura referred to the proposal’s low tolerance for the customers using 10 and 20

Dth per day.!! Do you agree that the proposed tolerance levels will be difficult for the
small volume customers to manage and have you been able to verify the impact to these

customers?

. Yes. In the historical information provided in Mr. Mendenhall’s Exhibit 1.3 there are 31

customers using less than 10 Dth per day (3,650 Dth annually) and 60 customers using
transportation services that have usage of less than 20 Dth per day (7,300 Dth annually).
These 60 customers represent 20% of the 300 customers using transportation services. Mr.
Medura stated that these customers would have very little if any room for fluctuation

between the nomination and actual usage since the process is measured in whole decatherms.

From the information in Exhibit 1.3 and the values outside the tolerance levels, | have been
able to calculate the potential cost increase for these customers. For the smallest 31
customers using less than 3,650 Dth annually, the Company proposed rate would add an
average of $186 to the annual cost for an estimated increase of 3.53% to the customers
commodity and DMG cost. For the 60 customers using less than 7,300 Dth annually, the
Company proposed rate would add an average of $265 to the annual cost for an estimated
increase of 2.83%. The calculations use the same $2.88 per Dth commodity cost and a $0.34
per Dth Distribution Non-Gas charge used in Mr. Mendenhall’s rebuttal testimony.'?

Mr. Gavin Mangelson — Office of Consumer Services

: Do you agree that the Commission must determine a rate now instead of waiting for

additional information from a task force in order to result in just and reasonable rates?

A: I'm not sure. This may require a legal opinion and | am not an attorney.

I would suggest that once the Commission is aware of a problem in the current rates, the
Commission should gather as much information as practicable to determine just and

reasonable rates. If the Commission believes that there is a need for additional information

! Rebuttal Testimony of Matthew Medura, page 2, line 37.
12 Rebuttal Testimony of Kelly B. Mendenhall, page 5, line107.
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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

23] 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 are 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."? The approved rate is a flat charge of $0.06/Dth on all transportation

239 volumes. This approved rate, if 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. If the nominations for the individual customer stay within
250 the 5% daily tolerance, that customer could potentially avoid the balancing charge.
2351 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

13 Report and Order, Docket No. 98-057-01.
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impact on the smaller volume customers. On average, the proposed change
represents an increase of 1.84% in the DNG and commodity cost for the 260
customers using less than 200,000 Dth per year.'* Smaller volume customers may
choose to continue to nominate as they currently do and pay the balancing fee to
utilize the no notice services. For the 40 largest customers in this class, the proposed
rate represents an average increase of 0.97% in DNG and commodity cost. Itis
anticipated that the larger volume customers would closely monitor the actual usage

and make nomination adjustments in order to avoid paying this additional charge.

The proposed rate may prove to be difficult for customers to build into their
individual energy budget since the monthly cost will be unknown in advance.
Customers could look at historical u§age and estimate the potential cost, but the
calculation is difficult for customers to understand and must be provided by the
Company. If the nomination accuracy improves in the future, the rate could be
reduced for all transportation customers. Since the daily balancing has not been
required in the past, it is unknown if the proposed change will modify the behavior

and improve the accuracy of future nominations.

. The third proposal is a flat rate of $0.03675 outlined in my direct testimony and by

Mr. Jerome D. Mierzwa from the Office. This proposal will collect the Company’s
$1.7 million but will allocate the cost to each decatherm used by all TS customers.
As mentioned above, the flat rate will collect the cost for the use of these services but
will have a greater impact on the large volume customers. A lower flat rate could be
used in combination with better use of the existing tariff to restrict individual
customers or specific marketing companies that may not adjust their nomination
practices. A flat rate charge would not create an incentive for individual customers to

balance daily and could incent customers to manage nominations in a way that would

14 The calculation uses $2.88 per Dth in commodity cost and $0.34 per Dth Distribution Non-Gas charge.

-11-
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279 create value to potentially offset the new charge as indicated in Mr. Swenson’s

280 rcbuttal testimony."®

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 decatherm charge for balancing services has been used by other LDCs for

284 transportation customers. '®

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 decatherm 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 year'” for balancing services

294 compared to $2,130 per year'® 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. If 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.

15 Roger J. Swenson, Rebuttal Testimony, page 2, line 38.

16 Direct Testimony of Kevin C. Higgins, UAE Exhibit 1.1 :
17$0.00713 X 35,494 Dth = $253.07 O
18.80.06 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 markel conditions and the changes that have occurred within the TS

class in recent years.

As mentioned by Mr. Mendenhall and other parties, this is the third docket that has addressed
issues relating to the gas nominations for transportation customers and the operational
concerns of the Company. The issues relating to individual transportation customer
nominations and marketing company practices continue to be an area of disagreement

between the parties and 1 believe require continued discussion and refinement.

: Can you summarize your recommendation for this docket?

Yes. The Company has stated that there are two main objectives in this filing. The first is to
assign costs to transportation customers for supplier-non-gas (SNG) services they use on the
system and the second is to give customers an incentive to more closely match the daily gas

nominations with the actual usage at the individual customer level.

The Division agrees with the Company that transportation customers should pay for the
services that are being using. The calculated dollar amount of $1.7 million from
transportation customers does not appear to be excessive and would be credited to sales

customers through the 191 account.

The primary question remaining is the best way to allocate the $1.7 million cost to the
transportation customers through a flat volumetric fee, through the calculation proposed by
the Company, or some other method. The Company proposed change will require daily
balancing of the nominations and usage for each transportation customer in an effort to
improve the nomination process. If the Commission determines that each transportation
customer should improve the nomination process and balance daily, individual customers
will need to be more responsive in monitoring the actual usage and communicating with
marketing companies in order to align the nominations with the actual usage. If the
Commission orders a flat volumetric rate on all transportation customers, the Company will

collect a fee for the use of these services and must provide balancing services for the

-1 -
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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: Does this conclude your testimony?
334 A: Yes.

.





CERTIFICATE OF SERVICE

| hereby certify that a true and correct copy of the Prefiled Surrebuttal Testimony of
Douglas D Wheelwright was served by email this 14™ day of August, 2015 on the following in

Docket 14-057-31:

In the Matter of the Application of Questar Gas to Make Tariff Modifications to Charge
Transportation Customers for Supplier-Non-Gas Services.

Questar Gas Company:
Colleen Larkin Bell
Jenniffer Nelson Clark
Barrie McKay
Kelly Mendenhall

Division of Public Utilities:
Patricia Schmid
Justin Jetter
Chris Parker
Artie Powell
Dennis Miller

Office of Consumer Services:

Rex Olsen
Michele Beck
Danny Martinez

UAE:
Gary Dodge
Kevin Higgins
Neal Townsend
Jeff Fishman

Summit Energy:
Larry R. Williams
Mike McGarvey

Nucor Steel:
Damon E. Xenopoulos
Jeremy R. Cook

Kroger:
Kurt J. Boehm
Jody Kyler Cohn
Richard A. Baudino

colleen bell@questar com
ennifer_clark@questar.com
barrie.mckay@gquestar.com
kelly. mendenhall@questar.com

pschmid@utah.gov
jietter@utah.gov
chrisparker@utah.gov
wpowell@utah.gov
dennismiller@utah.qov

rolsen@utah.gov
mbeck@utah.gov
dannymartinez@utah.gov

gdodge@hjdlaw.com
khiggins@energystrat.com
ntownsend@energystrat.com
ffishman@energystrat.com

larry@thesummitcompanies.com
mike@summitcorp.net

dex@smxblaw.com
jcook@cohnekinghorn.com

kboehm@BKLIawfirm.com
ikvlercohn@BKLlawfirm.com
rbaudino@ijkenn.com




mailto:ennifer.clark@questar.com

mailto:barrie.mckav@questar.com

mailto:kelly.mendenhall@questar.com

mailto:iietter@utah.gov

mailto:chrisparker@utah.gov

mailto:wpowell@utah.gov

mailto:dennismiller@utah.gov

mailto:rolsen@utah.gov

mailto:mbeck@utah.gov

mailto:gdodge@hidlaw.com

mailto:khiggins@energystrat.com

mailto:ntownsend@energystrat.com

mailto:jfishman@energystrat.com

mailto:larry@thesummitcompanies.com

mailto:mike@summitcorp.net

mailto:dex@smxblaw.com

mailto:icook@cohnekinghorn.com

mailto:kboehm@BKLIawfirm.com

mailto:ikylercohn@BKLIawfirm.com

mailto:rbaudino@jkenn.com



.CIMA:

Matt Medura

US Magnesium:
Roger Swenson

Continuum:
James Morin

mim@cima-energy.com

roger.swenson@prodigy.net

jmorin@ContinuumES.com

Is! Dennis Miller

dennismiller@utah.gov




mailto:mim@cima-enerqy.com




Utah
Tariff

aussrz:; R

Questar Gas Company
Tariff

For Gas Service In The
State Of Utah






a”Esr% R QUESTAR GAS COMPANY Page 5-1
- UTAH NATURAL GAS TARIFF
Gas PSCU 400

5. TRANSPORTATION SERVICE

5.01 CONDITIONS OF SERVICE

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 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 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 interruptible 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
Questar Gas 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. If 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 1

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. 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 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 |.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. All 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 will require
telemetering equipment as a prerequisite to providing transportation service.

Customers may increase the daily contract limit if additional equipment is added or if
operational changes necessitate firm service backup. All service is subject to the availability of new
or additional service requirements shown in § 9.02.

Advice No. | Section Revision No. Effective Date
14-02 5 March 1, 2014

Issued by R. W. Jibson, President
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5.02 FIRM TRANSPORTATION SERVICE

The Company provides firm transportation service for industnal customers qualifving under
the classification provisions of § 5.05 through § 5.08. Industrial customers imtiating or increasing
firm transportation service must also meet the requirements of § 9.02.

FIRM 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 § 504. A
customer will be required to pay the firm demand charge for each month during a temporary

discontinuance of service.
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5.03 MUNICIPAL TRANSPORTATION SERVICE (MT)

The Company provides MT firm service only for municipalities as defined in Utah Code
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 of 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 that 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 Interruptible 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 the
increase or decrease in nominated volumes.

IMBALANCES

The following imbalance procedures will 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 if the customer is complying with an OFO.
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Treatment of Monthly Imbalances

Monthly imbalances will be treated as provided for in the “Monthly Imbalances™

paragraphs of § 5.09.
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5.04 INTERRUPTIBLE TRANSPORTATION SERVICE

COMPANY INTERRUPTION

Should interruptions be 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
(o purchase such gas supplies, for its use during periods of interruption in serving firm sales
customers. If 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

(2)

3)

The customer's gas purchase contract may not preclude continued deliveries by its
supplier during penods of interruption of the Company's transportation service.

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.

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.

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 will be subject to the penalty described in (7)
below.

All gas purchased by the Company under this provision shall be at the point where
deliveries are 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 (see § 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.

Advice No.

Section Revision No.

rffective Date

Issued by R. W Jibson, President

14-02

3

March 1, 2014






a"Esrﬁ— R QUESTAR GAS COMPANY Page 5-8
UTAH NATURAL GAS TARIFF
Gas PSCU 400

5.05 FIRM TRANSPORTATION SERVICE RATE SCHEDULE FT-1

FT-1 VOLUMETRIC RATES

Rates Per Dth Redelivered Each Month
Dth = decatherm = 10 therms = 1,000,000 Btu

First Next Next All 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 $0.23616 $0.22133 $0.15543 $0.03185
Minimum Yearly Distribution Non-Gas Charge (base) $77.000
FTI-1 FIXED CHARGES
Monthly Basic Service Fee (BSF): BSF Category | $6.75
(Does not apply as a credit toward the minimum yearly BSF Category 2 $18.25

distribution non-gas charge)

For a defimtion of meter 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

l: irm Demand Charge per Dth (see S — $12.39
§5.02)

Infrastructure Adder $0. 33092

Total Annual $12. 72

Monthly Equivalent $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 1s 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 if 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)  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 only available to those customers who receive all of their natural
gas service through the Company’s facilitics.

(6)  All sales are subject to the applicable local charges and state sales tax stated in § 8.02.
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(7)  Fuel reimbursement of 1.5% applies to all volumes transported; see § S.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 I1-1
rate class upon approval by the Commussion.

(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)  The Energy Assistance rate is subject to a maximum of $50.00 per month and other conditions as

specified in § 8.03.
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5.06 MT RATE SCHEDULE

MT RATE
Rates Per Dth Used Each Month
Dth = decatherm = 10 therms = 1,000,000 Btu

MT Volumetric $0.66539/Dth
Energy Assistance 0.00183/Dth
Infrastructure Rate Adjustment 0.00852/Dth
Distribution Non-Gas Rate $0.67574/Dth
MT Facilitics Balancing o $0.06/Dth

MT FIXED CHARGES

Monthly Basic Service Fee (BSF): BSF Category 1 $6.75
For a definition of BSF categories see § 8.03. BSF 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

MT CLASSIFICATION PROVISIONS

(1

(2)

3)

“)

(5)
(6)

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. If 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.

Annual load factor is 15% or greater, where load factor i1s 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%
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 described in § 5.03 and § 5.09 will apply.
All sales are subject to any applicable local charges and sales tax stated in § 8.02.

Fuel reimbursement of 1.5% applies to all volumes transported. (See § 5.01).

MT service is not required if it will subject the Company to regulatory junisdiction by anyone
other than the Commission.
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(8)

€

(10)

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 will be
cause for termination of MT service by the Company, unless it 1s 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 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 if the order is stayed or if 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 Joss of any Hinshaw status it may have.

Service is only available for cities where the Company does not have a franchise or an
existing distribution system.

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 Admimstrative Charge paragraph of § 5.01.

The Energy Assistance rate 1s subject to a maximum of $50.00 per month and other conditions
as specified in § 8.03.

Issued by R. W. Jibson, President
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5.07 TS RATE SCHEDULE

TS VOLUMETRIC RATES

Rates Per Dth Redelivered Each Month
Dth = decatherm = 10 therms = 1,000,000 Bu

First Next Next All Over

200 Dth 1,800 Dth 98,000 Dth 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 001178 0.00770 0.00315 0.00117
Distribution Non-Gas Rate $0.71631 $0.46843 50.19188 $0.07135

Penalty for failure to interrupt or limit usage when requested by the Company

TS FIXED CHARGES
Monthly Basic Service Fee (BSF):

For a definition of BSF categories see § 8.03.

Administrative Charge (sce § 5.01).

BSF Category 1
BSF Category 2
BSF Category 3
BSF Category 4

Annual

Monthly Equivalent

Firm Demand Charge per Dth (see
§5.02).

Base Annual

Infrastructure Adder

Total Annual
Monthly Equivalent

TS CLASSIFICATION PROVISIONS
(M
(2)

Imbalances will be subject to the prov
Service 1s subject to a monthly basic s

(3)
4)

Service is available to end-use customers acquiring their own gas supply.

istons of § 5.09.

ervice fee and an administrative charge.

See § 3.02

$6.75
$18.25
$63.50
$420.25

$4,500.00
$375.00

$24.79
$0.41472

$25.21
$2.10

Customer must accept redelivery of all volumes received by the Company for its account.

The interruptible portion of transportation service is provided on a reasonable-efforts basis,

subject to interruption at any time afler notice and as otherwise provided under Section 3.

&)

interrupted volumes in accordance with the provisions of § 5.04.

(6)
(7)

Fuel reimbursement of 1.5% applies to all volumes transported; see § 5.01.

The Customer may offer to sell, and the Company may agree to purchase, the Customer’s

All sales are subject to the additional local charges and state sales tax stated in § 8.02.
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(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 AL.800 or larger diaphragm meter. If
meter needs to be replaced it will be replaced at customers expense.

Advice No. | Section Revision No. Effective Date
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5.08 NOMINATIONS
NOMINATION SCHEDULE

A transportation customer must make nominations no later than 10:30 am. Mountain Clock
Time (MCT) each day of the quantity of natural gas (Dth) it desires to have transported commencing
at 8:00 am. MCT on the succeeding calendar day. All nominations must be placed in a manner
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.

Advice No. | Section Revision No. Effective Dale

Issued by R. W. Iibson, President :
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5.09 TIMBALANCES

A transportation customer must monitor the amount of gas delivered to the Company's
system from any upstream pipeline less fuel retmbursement and its usage of gas at its premises. If
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 ¢) storage injections or withdrawals, then the Company may,
for the period that such conditions are recasonably 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. If 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 wiil
include reasonable specificity regarding:

(n 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 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.
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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 the nominating party. If no direction is
received, the Company will assign the imbalance to cach of the nominating party’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.

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
climinate 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. 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 if 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 lable for any losses incurred by a customer if 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 remaiming imbalance within the + 5% tolerance window through nomination
or imbalance trading. If 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 imit 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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(n 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 $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 1s 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

If a customer terminates transportation service, any supply imbalances will be treated as if
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.

Advice No. | Section Revision No. Effective Date

Issued by R. W. Jibson, President -
09-03 2 April 1, 2009
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) INTRODUCTION

Please state your name and business address.

A. My name is Kelly B. Mendenhall. My business address is 333 South State Street, Salt Lake

City, Utah.

Q. By whom are you employed and what is your position?

I am employed by Questar Gas Company (Questar Gas or Company) as the Director of

Regulatory Affairs. I am responsible for state regulatory matters in Utah and Wyoming.

Q. Attached to your written testimony are QGC Exhibits 1.1 through 1.4. Were these

prepared by you or under your direction?

A. Yes.

What is the purpose of your testimony in this Docket?

A. The purpose of my testimony is to propose a new supplier-non-gas reimbursement rate for
the transportation class. Supplier-non-gas costs include but are not limited to upstream
pipeline transportation, storage and no-notice service. I will explain the reason for the charge

and explain how the charge will be calculated.

IL. TRANSPORTATION IMBALANCE CHARGE

Q. What is the Company attempting to accomplish with the introduction of this

charge/rate?

A. There are two objectives the Company is attempting to accomplish. First, the Company
seeks 1o assign costs to transportation customers for the services they use on the system.
Historically, the sales (GS, FS and 1S) customers have paid for the entire cost of these
services even though the transportation customers use these services on a daily basis.
Second, the Company has proposed a new rate design to give customers an incentive to more

closely match their nominations 1o their usage.
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0.

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 Questar Gas’ system so that Questar GGas 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 Questar Gas system. Questar Gas will
then transport that gas from the city gate to the customer’s 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 Questar 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 SNG 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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were given a 5% imbalance tolerance they were out of balance about 82% of the time.

Do you believe this charge could help reduce transportation customer imbalances on

the system?

Yes, we believe this proposed rate change will encourage better nominations practices.
Currently, transportation customers are not charged for supplier-non gas-services that are
utilized if they don’t nominate accurately. It should be noted that the Company’s tariff
currently has penalty provisions in place if a transportation customer has a commodity
imbalance but there is no charge for their use of supplier non-gas services. The intent of this
charge is twofold. First, to charge the transportation customers for services they use and
second to encourage customers and agents to communicate better regarding nominations.
This will result in a better match of customer nominations to their daily usage, fewer

imbalances and fairer cost assessment.

How did you calculate the rate?

[ used three components to calculate the rate. (1), I identified which services transportation
customers were using and the volumetric rate for cach service. I then multiplied the rates for
these services by the (2) total net imbalances for the year to calculate an historical annual
cost. I used this annual cost as the numerator to calculate the rate. Next, I divided the annual
cost by (3) the number of customer daily imbalance Dths that were outside of a 5% tolerance

to calculate the rate, A summary of the rate is shown below:

(1) Volumetric rates for services used X (2) total net imbalance volumes
(3) Daily volumes outside of 5% tolerance

[ will discuss each of these components in more detail.
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Q.

III. THE NUMERATOR
(1) Rates for Services

What services are being used by transportation customers when they have a daily

imbalance?

Transportation customers will use transportation upstream of the city gate, storage and No-
Notice service. All of these services are provided by the upstream pipeline and the rates
charged have been approved by the Federal Energy Regulatory Commission (FERC). The

table below shows a summary of these rates:

Component Volumetric Rate

1 | Transportation g e T Sd R o i |
|2 | No-Notice ‘Iransportation $0.02852

3 | ACA Charge $0.00140

4 | QPC Fuel Gas Reimbursement o $0.09124 o

5 [ Clay Basin Demand _1%0.09381

6 | Clay Basin Capacity o $0.02378

7 | Clay Basin Fuel Gas Reimbursement $0.09263 |

8 | Injection/Withdrawal Avg 1 8%0.01415
"9 | Total Charge T $0.52205

Can you please explain how the rates/charges are calculated?

Yes. | will explain each of these charges in detail. QGC Exhibit 1.2 contains Questar
Pipeline Company’s (Questar Pipeline) tariff sheets and other source data for these rates.
Please explain the $0.17 transportation charge.

This charge is based on the interruptible transportation (1-2) charge that is included in the
SNG costs Questar Gas customers pay to Questar Pipeline as shown as item 1 on page 1 of

QGC Exhibit 1.2,
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Q.
A.

Why has the No-Notice Transportation Service been included?

The No-Notice Transportation service gives the Company the flexibility to deliver gas to or
from the system in between normal nomination cycles. This service is being used when load
does not match nominations at the QGC/QPC gate stations. This includes imbalances for
transportation customers. This service is paid for on a monthly basis by sales customers
whether it is used or not. The monthly reservation charge is shown as item number 2 on
QGC Exhibit 1.2, page 1. The $0.86753 is multiplied by twelve months and divided by 365
days to develop a $0.02852/Dth rate.

What is the ACA Charge?

The Federal Energy Regulatory Commission (FERC) receives an annual appropriation from
Congress to defray its operating costs and recovers 100 percent of this appropriation through
the collection of annual charges and filing fees. These annual charges and filing fees arc
assessed to recover costs incurred by the Commission in the performance of its regulatory
responsibilitics. Questar Pipeline is required to pay $0.0014 per Dth to the FERC and it
collects this charge from its transportation customers. The backup for this charge is shown

as item number 3 of page 3 of QGC Exhibit 1.2.

How was the Questar Pipeline Fuel Gas Reimbursement percentage calculated?

Currently, Pipeline transportation customers are required to deliver 1.97% in kind
reimbursement to Questar Pipeline to cover the costs of fuel used, lost and unaccounted for.
This charge is shown as item number 4 on page 1 of QGC Exhibit 1.2. In order to create a
volumetric charge instead of an in-kind reimbursement, the Company used the weighted
average cost of gas from the most recent pass through filing and applied 1.97% of that cost as
a volumetric rate. In the last pass-through application the weighted average cost of gas was

$4.63135, and 1.97% of that amount is $0.09124/Dth.

What is the Clay Basin Demand Charge?

This is one of several charges at the Clay Basin storage reservoir. In plain terms, the demand

charge gives Questar Gas deliverability rights into Clay Basin. This charge reserves a certain
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117 amount of deliverability cach day. This $2.85338 monthly charge is shown as item number 5
118 on page 2 of QGC Exhibit 1.2. In order to convert this monthly charge to a volumetric rate, |
119 have multiplied the charge by 12 months and divided it by 365 days to come up with a daily
120 charge of $0.09381/Dth.

121 Q. Please explain the Clay Basin Capacity Charge.

122 A, The Clay Basin Capacity charge covers the actual storage space being used in Clay Basin.

123 This charge is $0.02378/Dth as shown on item number 6 on page 2 of QGC Exhibit 1.2.

124 Q. How was the Clay Basin Fuel reimbursement calculated?

125 A, Customers are required to reimburse Questar Pipeline for actual gas used for fuel at the Clay
126 Basin storage facility. Customers are charged monthly for actual gas used. Over the past
127 year, that monthly amount has ranged from a low of 1.3% to a high of 3.0%. For purposes of
128 this rate, the Company is proposing to use the Park and Loan 1 (PAL1) fuel reimbursement
129 rate of 2.0% as shown on item number 7 of QGC Exhibit 1.2, page 2. The Company is
130 proposing to use the same method to calculate the Clay Basin fuel gas reimbursement charge
131 as it did for the QPC fuel gas reimbursement rate, by using 2.0% of the currently effective
132 WACOG rate of $4.63135. This yields a rate of $0.09263.

133 Q. How was the Injection/Withdrawal average calculated?

134 A Each time gas is injected or withdrawn from Clay Basin, the customer is charged either an
135 injection or a withdrawal fee. These fees are shown on item 8 of QGC Exhibit 1.2 page 2. 1
136 have averaged the two rates together for an average rate of $0.01415/Dth.

137 Q. What is the total rate when all of these components are added?

138 A The total rate is $0.52205/Dth. This total rate representing services used will be multiplied by

139 the total imbalance Dths to calculate a total annual cost of service.
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(2) Netted Imbalance Volumes

How 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, if 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. THE 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 1,000 DTH B
| Fuel |15DTH ]
| Usage | 900 DTII
Imbalance ~ |1,000-15-900=85DTH
' 5% tolerance 5% *(900DTH)=45DTH
l_Jsag; 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. The 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 $1,740,374 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 (1)$0.52205 X (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 flat
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
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A.

to their usage. We also looked at charging for any mismatch between nominations and usage
without allowing for a 5% tolerance. Based on feedback we received from stakeholders at
various meetings, they preferred a 5% tolerance. Although this increased the complexity of
the billing and the calculation, the Company is proposing this 5% tolerance option as a

compromise.

Y TARIFF SHEETS

Have you updated the FT-1,TS and MT tariff sheets to include this new charge?

Yes. The tariff has been updated to include an explanation of this charge. The updated rate
sheets for the TS, FT-1 and MT classes also include this charge. Legislative and Proposed

versions of these tarifl sheets are included in QGC Exhibit 1.4,

When are you proposing the rate become effective?

The Company is proposing that this rate become effective February, 1, 2015.

How will this rate be calculated going forward?

The Company is proposing to calculate this rate along with the other Supplier Non-Gas rates
in each pass-through application. The rate would be calculated based on the most recent
twelve months of data, similar to what | have done in this application. The rate would be

included as part of the FT-1, TS and MT rate schedules.

How will the Company treat the revenues collected from this charge?

These revenues will be treated as a reimbursement to sales customers for the use of the
upstream transportation, storage and no-notice transportation services that they are paying for
in their rates. Any money collected from transportation customers will be credited to sales

customers in the 191 account in each pass-through application.
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0.

Is the Company proposing to true up these rates for over collections or under

collections in the amount of revenue?

No. Ina perfect world all TS customers would nominate volumes to match anticipated usage
and no revenue would be collected. The Company is proposing to collect for the services

that are used but there will not be an amortization for under or over collections.

VI.  IMPACT ON SERVICE

Does the assessment of this new charge mean that the transportation customers will

receive the same priority of service as the sales customers?

No. The sales customers pay for the transportation, storage and no-notice transportation
services on a firm basis as a daily demand charge, meaning that they pay for the services
whether they are used or not. These services allow for maximum flexibility in gas supply and
increase the reliability for the sales customers. The transportation customers are paying a
volumetric rate for the services only when they are used, and these services will only be
extended to transportation customers when available. There may be days when the upstream
transportation, storage and no-notice transportation are being fully utilized by sales
customers with no excess capacity. On these days the services will not be available to

transportation customers.

Has the Company previously communicated this proposed charge to transportation

customers?

Yes. As a part of the nominations task force in Docket No. 13-057-05 the Company met with
transportation customers and their agents. These meetings were held on February 28, March
24 and May 13, 2014. The Company proposed different ideas and received feedback from
the parties. Ultimately these discussions helped the Company form the rate calculation. The
Company presented this rate at its annual customer meeting on September 16. On November

13 the Company also presented the rate at the UAE breakfast.
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Q. Can you summarize your recommendations?

A. Yes. To more properly match costs to the transportation customers who utilize the services,
the Company is requesting that the transportation imbalance charge be added to the FT-1, TS
and MT rate schedules effective February 1, 2015. In addition the Company is requesting
that it be allowed to recalculate the rate as part of each pass-through filing and that the
revenues collected from this charge be credited to all sales customers as a credit to the 191

account in pass-through proceedings.

Q. Does this conclude your testimony?

Yes.





State 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 truc and correct

copies of the documents they purport to be.

Kelly B Mendenhall

SUBSCRIBED AND SWORN TO this 18th day of December, 2014.

Notary Public
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Questar Pipeline Company

FERC Gas Tariff Statement of Rates
Second Revised Volume No. 1 Section Version: 8.0.0

STATEMENT OF RATES

Base

Rate Schedule/ Tariff
Type of Charge Rate ($)
(a) (b)

TRANSPORTATION
FIRM TRANSPORTATION - T-1
Systemwide Monthly Reservation Charge
Maximum 4/ ... G R GG Ta s E s B oD B 0Y
SSXP Monthly Reservalion Charge 2/
Maximum 4/ ... R B A A T iv et T han s v e RS s e n e Ravs Sy AR A e s e sEmspenriaia Do L L.
Minimum.. § s st 0.00000
Usage Charge .........................
MBXIMUML/S .coivernsaiissnsasssnssise T ) ssssncenssanseisies 00267
T- IAuthorized Overmn Charge
Maximum1/.......... e R AT AT 0.17652
Minimumi1/......c.ooeee S 1y Y
T-1Unauthorized Overrun Charge
GOUCE) it T R R i S s S ar e R R T i o cirseeseneansasss 10,00000
Non-Crltlcal .................................................................................................................................. . 0.35304
SSXP Authorized Overrun Charge 2/
IMBNIMIMILS s csvninanvomsanbnmininuevissus s snesssansvosiveisssisssisyssvus s enes s IO F ENS VAT T TR IR NEA SRR PR ER B R DA VR O s N aU O .. 0.26000
e T 1D Y Tty T SR L A =SSR oS s SN S ) 0.00267
SSXP Unauthorized Overrun Charge 2/
Crten .o casiiiiiarniies A R S R S R R T P TR s s R T N 10.00000
NON-CritiCal .ovvcuinnnesnrnssnnssinnnans: R ——— veer 0.52000
PARKING AND LOANING SERVICE PAL2

Initiation Charge
R R S e G G e T T IL LT oLy LT sssinsnasansassssrnssnnie U 2UOAD

Minimum.... 0.03276
- Daily Inventory Charge

ot L1 V]| TN R S L 0.17570
MU i crasissisiissassirimsin s snars ses s T s Er s R R R S v s T e RS e 0.00000
NO-NOTICE TRANSPORTATION NNT
Monthly Reservation Charge 9
PRI ) oo vamienn s aoanion Bhhb i ma SR R s e n AR SRS AR RS BRSO TR SRR S B 0 86753
lNTERRUPTIBLE TRANSPORTATION T 2
SystemWide USA0e CHANGE ..cuuuiieeiiimrsiiorsnsssssansstiursmosssssssesrarsissssssssssssnassssinsssnsasssssssssss T T
L LT LL L0 ¥ 2 - ks rremeneerererenns 0,17652 1
MIIMUMEL i it et ibs sera st R s S se sasa S el T o T OO 1 1 1 [+ .Y J
Systemwide Unauthonzed Overrun Chargc
T AR ... 0.35304
SSXP Usage Chargc 2/
L T T
SSXp Unauthorized Overrun Charge 2/
Non-Crltlcal SRR T R e R R R G e e SRR IR e e e A e i 0 52000
4 FUEL REIMBURSEMENT - 1.97 % in-kind for Rate Schedules T-1 and T-2.
OPTIONAL VOLUMETRIC RELEASES /
FIRM TRANSPORTATION - T-1
Systemwide Volumetrlc Charge
Maximum 4/ .. GG RERTRRTRTRE Ge s B1/ 385
SSXP Volumetric Chaﬂge 2/ scameea

Maximum 4/
MINIMUM .., T R R T T PRSI T R T ST AR R . 0.00000

... 0.26000
.. 0.00267

MBMIUIMLL o ccivuisisisiciniisisrasimssitibssssivbuss Sossentsassese s EissaRsEva Rl SIE S INRFE IR FS R IR TS RSO RIS UARF SRS TR PR PR SRS BT EAN RS 0.00267
Minimuml/......coovviiinirinnn, Vasherses T T T TR LT T T T T LT T o e .. WO S MY 0.00267

Filed On: November 20, 2013 Effective On: January 1, 2014
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Questar Pipeline Company
FERC Gas Tariff Statement of Rates
Second Revised Volume No. 1 Section Version: 8.0.0
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/ .......... B A R 2.87375
MINIMUM .ciciissisinsase SRR AR T s SR PR U U U S SN 0.00000
Usage Charge
TRUOCRION i cvivivitaiaioneiiainasniny R R R R O T 0.03872
WIEhAraWa) o.oieeioiiaensiieisiacsiininssasanessicssassisusansnsssnrssssassssvsnaiasan T T L CaL R L e 2 0.03872
CLAY BASIN STORAGE
Firm Storage Service - FSS
Monthly Reservation Charge
Deliverabllity 5
Maximum 4/ ......couuee PR RS P 8 R R s R R b el s 2.85338
MiNIMUM .coonneeennnne T AL R Tl Ry e s e T L T . 0.00000
Capacity 6
MR I i cavasnsnsiiiaiassinisasdbuvivsies St e e asees R L . 0.02378
T s i i ssshsanisansssinisiosiussasessmegunioontinsd suaspisinianseninornssonbinosaisnsaasisnenNNO i Sy saNRARREA N Rs HRP i A . 0.00000
Usage Charge
INJBCEIONLL cisussnssnisinnassinanvanssonsonssasanssssisinasnstassssssassnsnansrondonsnssatoniissanae tessenensinnnaseisassasansasarae voreense 0.01049
Withdrawal........coeieennns ... 0.01781
Authorized Overrun Charge A
Maximuml/.ieiiinennne ++0.30315
Minimum1/........ Ty A S S b s e T C T M r R R T G R S S 0.01781

Interruptible Storage Service ~ lSS
Usage Charge
Inventory 5/

MaXIMUM ..o iennereinonee Rt ek Ty Tyl Ty o uyy 0.05927
Minimum 0.00000
Injection1/ 0.01049
WIRAFAWEL vcisissunisnivisassssvinaiss s ST L SN RS AN pe e AR YR veeeennnns 0.01781

OPTIONAL VOLUMETRIC RELEASES /

Peaking Storage Service - PKS
Maximum 4/ .......coeeee SR S R R s s us e DD
MININUM L saneiansnansssnssssnsas S B R, 0.00000

Firm Storage Service - FSS
Maximum 4/......ccoieiiienne PO T e TE LT T L] e R T R RS e AR BT R RSB ETRRVEAY 0.57068
MINIMUM..eeeecaiennies S A A RS sinsgGEvses R s s T s s 0.00000

Storage Usage Charges Appllcable to Volumetrlc Releases 6/

Peaking Storage Service - PKS:.....cccovvnerinnes TN T LT T T P r T T LR L Tl s T e T TV AT AP Ty o C T
INJECHION sroiessrsssssisneruanionns 0.03872
WRhAraWal..isiiisionsisinsivsnissiimisivisinsnmsniassvirsn Ve veRb R E B e T — P 0.03872

Clay Basin Storage Sefvlce FSS
Withdrawal .. TR TR TGRS S SR O e O 4B L

PARK AND LOAN SERVICE - PAL1

Dally Charge
MaxXimMUM «ococsemsasnnsnsrsnares ... 0.30315
MinimMUM ..o iasin .. 0.00000

DaRvery Changel/ cisiiiiissasissseiissisarmiissanssisnissistansisvasniisnsinissonsiosnss 0.02830

FUEL REIMBURSEMENT - 2.0% (0.2% utility and 1.8% compressor fuel) for Rate Schedule PAL1

Filed On: November 20, 2013 Effective On: January 1, 2014 .
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FEDERAL ENERGY REGULATORY COMMISSION
WASHINGTON, D.C. 20426

Y 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 Dekatherm (Dth). The new ACA
surcharge will become effective October 1, 2014.
The following calculations were used to determine the FY 2014 unit charge:
2014 CURRENT:
3
Estimated Program Cost $59,836,000 divided by 42,439,281,812 Dth =  0.0014099202

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 Norman Richardson at (202)502-6219 or e-mail
at Norman.Richardson@ferc.gov.

Public
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Proposed Transportation Services Rate Calculation

(A) (B)
Component Volumetric Rate
1|Transportation $0.17652
2|No Notice Transportation 1/ 0.02852
3|ACA 0.00140
4|Fuel Gas Reimbursement 2/ 0.09124
5|Clay Basin Demand 0.09381
6|Clay Basin Capacity 0.02378
7|Clay Basin Fuel Gas Reimbursement 3/ 0.08263
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
2/ 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 +30.01781) / 2 = $0.01415
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5. TRANSPORTATION SERVICE

5.01 CONDITIONS OF SERVICE

APPLICABILITY

This service applies to transportation of customer-acquired gas through the Company's
distribution system {rom 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 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 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 interruptible 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
Questar Gas 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. If 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 1%

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. 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 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.

TRANSPORTATION IMBALANCE CHARGE

Customers taking service on rate schedules FT-1, MT and TS will be assessed a 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 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.

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. All 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 will require
telemetering equipment as a prerequisite to providing transportation service.

Customers may increase the daily contract limit if additional equipment is added or if
operational changes necessitate firm service backup. All service is subject to the availability of new
or additional service requirements shown in § 9.02.

Advice No. | Section Revision No. Effective Date
15-014-062 65 February 1. 201 5Mareh

A

Issued by R. W. Jibson, President
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5.05 FIRM TRANSPORTATION SERVICE RATE SCHEDULE FT-1
FT-1 VOLUMETRIC RATES
Rates Per Dth Redelivered Each Month
Dth = decatherm = 10 therms = 1,000,000 Btu
First Next Next All 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 $0.22164 $0.15564 $0.03190
Minimum Yearly Distribution Non-Gas Charge (base) $77.000
| Transportation Imbalance Charge $0.19064
FT-1 FIXED CHARGES
Monthly Basic Service Fee (BSF): BSF Category 1 $6.75
(Does not apply as a credit toward the minimum yearly BSF Category 2 $18.25
distribution non-gas charge) _—
For a definition of meter categories sce § 8.03. BAE Categary 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 (see Base Annual $12.39
§5.02)
Infrastructure Adder $0. 34852
Total Annual $12.74
Monthly Equivalent $1.06

(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 if 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 only available to those customers who receive all of their natural
gas service through the Company’s facilities.

(6)  All 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) The Energy Assistance rate is subject to a maximum of $50.00 per month and other conditions as
specified in § 8.03.

Advice No. | Section Revision No. Effective Date

Issued by R. W. Jibson, President N February 1.

15-014-68 176 2015December 2014
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5.06 MT RATE SCHEDULE

MT RATE
Rates Per Dth Used Each Month
Dth = decatherm = 10 therms = 1,000,000 Btu
MT Volumetric $0.66539/Dth
Energy Assistance 0.00183/Dth
Infrastructure Rate Adjustment 0.00897/Dth
| Distribution Non-Gas Rate $0.67619/Dth
|
MT Facilities Balancing $0.06/Dth
| ['ransportation Imbalance Charge $0.19064
MT FIXED CHARGES
Monthly Basic Service Fee (BSF): BSF Category | $6.75
For a definition of BSF categories sec § 8.03. BSF 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

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. If 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)  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 described in § 5.03 and § 5.09 will apply.

(4)  All 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).
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(6)

(7)

(8)

(9)

(10)

MT service is not required if it will subject the Company to regulatory jurisdiction by anyone
other than the Commission.

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 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 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 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 if the order is stayed or if 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.

Service is only available for cities where the Company does not have a franchise or an
existing distribution system.

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.

The Energy Assistance rate is subject to a maximum of $50.00 per month and other conditions
as specified in § 8.03.

Advice No. | Section Revision No. Effective Date

Issued by R. W. Jibson, President February |

15-014-08 176

2015Pecembert2044
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5.07 TS RATE SCHEDULE

TS VOLUMETRIC RATES

Rates Per Dth Redelivered Each Month
Dth = decatherm = 10 therms = 1,000,000 Biu

First Next Next All Over
200 Dth 1,800 Dth 98,000 Dth 100,000 Dth
Base DNG $0.70401 $0.46021 $0.18821 $0.06966
Enecrgy 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
Penalty for failure to interrupt or limit usage when requested by the Company See § 3.02
Transportation Imbalance Charge  80.19064
TS FIXED CHARGES
Monthly Basic Service Fee (BSF): BSF Category 1 $6.75
i e seick —_— ) " BSF Category 2 $18.25
or 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 (see .
§5.02). Base Annual $24.79
Infrastructure Adder $0. 43679
Total Annual $25.23
Monthly Equivalent $2.10

TS CLASSIFICATION PROVISIONS

(1
(2)

(3)
(4)

(5)

(6)

Service is available to end-use customers acquiring their own gas supply.
Customer must accept redelivery 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.

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.

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.

All sales are subject to the additional local charges and state sales tax stated in § 8.02.





a”Em R QUESTAR GAS COMPANY Page 5-13
UTAH NATURAL GAS TARIFF

Gas PSCU 400

i Fuel reimbursement of 1.5% applies to all volumes transported; sec § 5.01.
Pl PO

(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. If
meter needs to be replaced it will be replaced at customers expense.

Advice No. | Section Revision No. Effective Date
Issued by R. W. Jibson, President “ebru:
’ 15-014-08 154 Lebruay L |
2015Pbecembert20+4
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5. TRANSPORTATION SERVICE

5.01 CONDITIONS OF SERVICE

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 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 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 interruptible sales service
customer must be received by the Company by February 15 in any given year, except in 2014, when
the date has been extendéd 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
Questar Gas 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. 1f 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 1*.

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. 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 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.

TRANSPORTATION IMBALANCE CHARGE

Customers taking service on rate schedules FT-1, MT and TS will be assessed a 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 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.

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. All 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 will require
telemetering equipment as a prerequisite to providing transportation service.

Customers may increase the daily contract limit if additional equipment is added or if
operational changes necessitate firm service backup. All service is subject to the availability of new
or additional service requirements shown in § 9.02.

Advice No. | Section Revision No. Effective Date

Issued by R. W. Jibson, President

15-01 6 February 1, 2015 O
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5.05 FIRM TRANSPORTATION SERVICE RATE SCHEDULE FT-1

FT-1 VOLUMETRIC RATES

Rates Per Dth Redelivered Each Month
Dth = decatherm = 10 therms = 1,000,000 Btu

First Next Next All 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 $0.22164 $0.15564 $0.03190
Minimum Yearly Distribution Non-Gas Charge (base) $77,000
Transportation Imbalance Charge $0.19064
FT-1 FIXED CHARGES
Monthly Basic Service Fee (BSF): BSF Category | $6.75
(Does not apply as a credit toward the minimum yearly BSF Category 2 $18.25

distribution non-gas charge)

For a definition of meter categories see § 8.03. BSF Category 3 #43,30
BSF Category 4 $420.25
{ , Administrative Charge (See § 5.01). Annual $4.500.00
Monthly Equivalent $375.00
Firm Demand Charge per Dth (see Base Annual $12.30
§5.02)
Infrastructure Adder $0. 34852
Total Annual $12.74
Monthly Equivalent $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 if 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)

(6)
(7)
(8)

&)

(10)

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.

Firm transportation service is only available to those customers who receive all of their natural
gas service through the Company’s facilities.

All sales are subject to the applicable local charges and state sales tax stated in § 8.02.

Fuel reimbursement of 1.5% applies to all volumes transported; see § 5.01.

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.

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.

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

15-01 17 February 1, 2015
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5.06 MT RATE SCHEDULE

MT RATE
Rates Per Dth Used Each Month
Dth = decatherm = 10 therms = 1,000,000 Btu
MT Volumetric $0.66539/Dth
Energy Assistance 0.00183/Dth
Infrastructure Rate Adjustment 0.00897/Dth
Distribution Non-Gas Rate $0.67619/Dth
MT Facilities Balancing $0.06/Dth
Transportation Imbalance Charge $0.19064

MT FIXED CHARGES

Monthly Basic Service Fee (BSF): BSF Category 1 $6.75

For a definition of BSF categories see § 8.03. BSF 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

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. If 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)  [Ifthe 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)  All 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).
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(6)

(N

(3)

(9)

(10)

MT service is not required if it will subject the Company to regulatory jurisdiction by anyone
other than the Commission.

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 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 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 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 if the order is stayed or if 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.

Service is only available for cities where the Company does not have a franchise or an
existing distribution system.

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.

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

15-01 17 February 1, 2015
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5.07 TS RATE SCHEDULE

TS VOLUMETRIC RATES

Rates Per Dth Redelivered Each Month

Dth = decatherm = 10 therms = 1,000,000 Btu

First Next Next All Over
200 Dth 1,800 Dth 98,000 Dth 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
Penalty for failure to interrupt or limit usage when requested by the Company See § 3.02

Transportation Imbalance Charge

TS FIXED CHARGES

Monthly Basic Service Fee (BSF):

For a definition of BSF categories see § 8.03.

Administrative Charge (see § 5.01).

Firm Demand Charge per Dth (see

§5.02).

Annual

Monthly Equivalent

Infrastructure Adder

Base Annual

Total Annual

Monthly Equivalent

TS CLASSIFICATION PROVISIONS
(1) Service is available to end-use customers acquiring their own gas supply.

BSF Category |
BSF Category 2
BSF Category 3
BSF Category 4

$0.19064

$6.75
$18.25
$63.50
$420.25
$4,500.00
$375.00

$24.79
$0. 43679

$25.23
$2.10

(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 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)  All sales are subject to the additional local charges and state sales tax stated in § 8.02.
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(7)  Fuel reimbursement of 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. If
meter needs to be replaced it will be replaced at customers expense.

Advice No. | Section Revision No. Effective Date

Issued by R. W. Jibson, President -
15-01 15 February 1, 2015







BEFORE THE PUBLIC SERVICE COMMISSION OF UTAH

IN THE MATTER OF THE APPLICATION
OF QUESTAR GAS COMPANY TO MAKE
TARIFF MODIFICATIONS TO CHARGE Docket No. 14-057-31
TRANSPORTATION CUSTOMERS FOR
SUPPLIER-NON-GAS SERVICES

REBUTTAL TESTIMONY OF KELLY B MENDENHALL

FOR QUESTAR GAS COMPANY

July 31, 2015

QGC Exhibit 1.0R





QGC ExuiBiT 1.0R

REBUTTAL TESTIMONY OF DOCKET NoO. 14-057-31
KELLY B. MENDENHALL PAGE ii

il

111

Iv.

VI

TABLE OF CONTENTS

INTRODUCTION ciiisnsicssscissorsasssiisssnssbisamnssatasasiasbisossisionsineiinssssasissassessisisssssssinssssssstios 1
RATE ASSESSMENT iicissssscsssssissscsasssovssssasisossissossrssssisssiisscsesssissessssessssssobrissssseviresssssa 2
A, ASSESSMENL Of CRATGE c.nvcvveuersecrrsivenssssessreccrnsssonssesssasnsssssssssssssesssssosssssassssasssensasessne 2
B.  Working Group Formation and Notice Prior to Implementation ................ouseeness 6
VOLUMETRIC RATE COMPONENTS USED IN THE NUMERATOR.................. 9
A.  Upstream TransportQtion COSIS.........wersesrrssssssssrsssssssesssssnsssnsssssssssssssssssssssnsssansssssas 9
B.  Transportation Fuel Gas Reimbursement .........vvevvvverssnssisoessssans T 10

C.  WACOG vs. First of Month Gas Prices for Fuel Gas Reimbursement Costs ......11

IMBALANCE DECATHERMS USED IN NUMERATOR .ccccovvinnenniensninnnssnesssssrenns 11
A . AEINE PREK . isinisssicnsssssssssainussssssssnsessssesinsssssinssosssassnsssssssssisaossnsssssssssssssmomyssimpmassionssss 11
B.  Sales Customer Netting Adjustment............ sPnsmbinsden s ey 12
VOLUMES USED TO ASSESS THE CHARGE IN THE DENOMINATOR..........13
CHANGING CUSTOMER BEHAVIOR .....cccccenniemssnisonsessssasssssasossssssssasssssossssess WU |,
A.  Commodity BalGnCing ReESIPICHONS ......ccceeeserserresnssensssnssssessssssssssassasssssssnsssssssssssaese 15
B.  ABBTEZAUION cvocovirsssssssssrsrsssssssossessssssssssssssssssssssssssssossassassssssstsssssssasssossassossssssssassaans 15

C. AQdIIONGl MEIETIRG ..ccoovssivssscssrsssssrssssossssosssossssssssssssssasossissssssossrsssssssssssassssssses sssl0






w

6

9
10
11

13
14
15

16

17
18
19
20
21

QGC ExuiBit 1.0R

REBUTTAL TESTIMONY OF DOCKET No. 14-057-31
KELLY B. MENDENHALL PAGE |

I INTRODUCTION

Please state your name and business address.

My name is Kelly B Mendenhall. My business address is 333 South State Street, Salt Lake
City, Utah.

Did you previously file testimony in this case?

Yes.

Does Questar Gas have other witnesses sponsoring testimony in this Docket?

Yes. Mr. William Schwarzenbach, Director of Gas Supply will also be filing Rebuttal
testimony as QGC Exhibit 2.0R. Mr. Schwarzenbach will address some of the issues raised
by other witnesses and the operational concerns Questar Gas Company (Questar 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: 1) Rate Assessment, 2) Volumetric Rate
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. 1 will discuss each of these

issues in my testimony below.
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II. RATE ASSESSMENT
A. Assessment of Charge
Q. What is the first issue you have identified with respect to rate assessment?
A. The first and perhaps overarching issue in this case is whether the Company should assess a
charge to transportation customers (TS Customers) for imbalance services.
What are the parties’ respective positions on the issue?
A. The Company, the Division of Public Utilities (DPU) and the Office of Consumer Services

(OCS) offer testimony that the transportation customers are receiving a benefit of value and

should pay something for that benefit. The Utah Association of Energy Users (UAE), Nucor
Steel-Utah, CIMA Energy Ltd, Summit Energy LL.C and US Magnesium LLC think the

proposal should be rejected or analyzed in a working group. A table summarizing the

positions is shown below:

Table 1
Witness Proposal Reference .

Mendenbhall Imbalance charge should be QGC Exhibit 1.0, lines 233-238.

assessed to transportation
customers. .

Mierzwa Questar Gas’ imbalance charge is Direct Testimony of Jerome D. Mierzwa,
reasonable and should be approved. | lines 56-60.
An alternate charge on all
transportation volumes would also

| be reasonable.

Wheelwright TS customers should pay for DPU Exhibit No. 1.0D, lines 335-342.
services used.

Higgins Recommends rejection of Questar UAE/Nucor/CIMA Direct Exhibit 1.0,
Gas’ proposal, or alternatively, a lines 49-56.
workshop to investigate the
balancing issue. s

Medura Recommends further study & CIMA Direct Exhibit 1.0, lines 131-132.
analysis. Shrrrel Sa > e

Swenson A working group should be US Mag Direct Exhibit 1.0, lines 146-149.
established to provide input for an
imbalance rate. %

McGarvey More analysis is needed. Direct Testimony of Michael McGarv

lines 19-23. n
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Mr. Higgins claims that monthly balancing is the standard across the country (Higgins,
lines 158-161) and that daily balancing requirements for TS Customers are 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. Gas 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 Tariff 400 (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. If 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 flat
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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costs to the individual IS Customers for the daily imbalances they cause on the system.
With a flat 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. 1 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 | will discuss later, the Company ultimately abandoned this

approach due to workgroup feedback.

Do you think the Company’s proposal makes Questar Gas unique in the industry as

Mr. Higgins 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. Even if 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 Gas’ 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 will reimburse the Company for all fees, charges or

costs associated with such transportation.
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Q. Is the Company’s proposal a mechanism to collect these costs?

A. Yes. The Company’s proposal would collect for upstream balancing services used by TS

Customers, and require them to compensate sales customers for this value.

Q. Does Questar Gas currently charge any transportation classes for balancing services?

Yes. The Municipal Transportation Class (MT) currently pays a $0.06/Dth facilities

balancing charge. This charge was instituted in Docket 98-057-01.

Q. Should the MT class continue to pay a flat $0.06/Dth rate if the Commission accepts the
Company’s proposal?

A. There is currently one customer in the MT class. In order to treat this customer fairly, they
should only be required to pay one charge. Lither they can continue to pay the $0.06/Dth rate
for balancing or, if the Commission deems it just and reasonable, they can pay the imbalance

charge resulting from this proceeding.

Q. Mr. Higgins states that your proposal of $1.7 million is a large increase when applied to
the $15 million revenue requirement for the TS Customer class (Higgins, lines 216-220).

How do you respond?

A, In order to accurately calculate the impact of this charge on a TS Customer, all of the costs

must be included. Mr. Higgins is excluding the commodity cost in his calculation.

Q. What would the percentage increase be if you included commodity costs?

A. The average cost per Dth for a transportation customer for distribution non-gas services at the
end of 2014 amounted to about $0.34 per Dth." If that amount is added to the $2.88” per Dth

commaodity cost the total cost per Dth for a transportation customer would be around

' 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 Questar Gas December
2014 financial statement.

? The $2.88 per Dth was the Henry Hub price on July 29, 2015.
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110 $3.22/Dth. The $0.037/Dth flat rate calculated by Mr. Mierzwa results in about a 1%
111 increase for an average transportation customer.
112 A} Do you believe the Company’s rate calculation is just and reasonable and in the public
113 interest?
114 A, Yes. The Company’s proposal fairly assesses TS Customers for the value of the services they
115 use on a daily basis.
116 B. Working Group Formation and Notice Prior to Implementation

117 Q. Witnesses Higgins, (Higgins, lines 193-197), Swenson (Swenson, lines 144-149), Medura

118 (Medura, lines 131-146), McGarvey (McGarvey, lines 80-97) and Wheelwright
119 (Wheelwright, lines 336-340) all recommend the creation of a working group to discuss
120 and resolve these issues. Do you think this is necessary?

121 A No. The Company and interested parties have been discussing operational concerns related

122 to TS Customers’ nomination practices since the last general rate case in 2013. A review of .
123 the testimony in this case shows that despite these discussions, the partics positions are still

124 too far apart for a consensus to take place. A working group would only further delay a

125 Commission order on this issue.

126 Q. How did these issues arise in the Company’s last rate case?

127 A On July 1, 2013, Questar Gas filed a general rate case in Docket 13-057-05. In that Docket

128 the Company proposed to make changes to section 5.01 Transportation Service that would
129 require TS Customers to provide upstream transportation information to Questar Gas. Some
130 of the interveners in this docket filed testimony in that case opposing the proposed Tariff
131 change. In the partial settlement stipulation regarding TS Tariff language, filed January 6,
132 2013, the parties agreed for purposes of settlement that “the Company will also withdraw its
133 proposed changes to the language of Section 5.01 of the Company tariff under the heading
134 ‘upstream capacity’” and “The settling parties agree that on or before April 1, 2014, they will

135 invite the Settling Parties and other interested entities to collaboratively explore additional
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changes to the language of Sections 5.01 and 5.07 of the Company’s tariff to address

» . . 3
interruption and related concerns and issues.”™

Q. Did the Commission accept the stipulation?

A. Yes. Inits 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.”

Q. Did the parties hold further discussions?

A. Yes. The partics 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?

A. Yes. In thc 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 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 Gas has on its

system as discussed by Mr. Schwarzenbach in his testimony.

Q. Did the meetings you described influence the Company’s proposal in this docket?

* Partial Settlement Stipulation Regarding TS Tariff Language, January 6, 2013.
! February 21, 2014, Report and Order, Docket No. 13-057-05, page 41.
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A. 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 does 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. Higgins (lines 173-178), Mr. Medura (lines 139-142), or Mr.
MecGarvey (lines 24-28) that a notice or test period is nceded 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 partics 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 discovery 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 cost calculation. In addition, the Company intends to file surrebuttal

testimony and will be prepared to discuss any questions the parties may have during hearings.
Il. VOLUMETRIC RATE COMPONENTS USED IN THE NUMERATOR
A. Upstream Transportation Costs

Mr. Higgins suggests that when transportation customers over-deliver to the Questar
Gas system they do not use any upstream transportation capacity. Do you agree with

this assessment?

Mr. Higgins is correct that, in most instances, no physical backhauls occur on the system.
However, the overall effect of an over-delivery is that the Company uses no-notice service to

adjust the nomination at Clay Basin, thereby reducing the actual gas delivered for the day.

How can you justify charging transportation customers for over-deliveries when no gas

is physically transported on the system?

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. If 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 either 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. | have included the upstream transportation because it

represents a part of the value of the service they are receiving.

Mr. Higgins suggests that when TS Customers under-deliver to the Questar Gas system
they should not be charged for the used upstream capacity. Do you agree with this

assessment?

No. Anunder- delivery occurs when a transportation customer nominates less gas than they
consume. As the data request on lines 321-323 of Mr. Higgins testimony states, when an
under-delivery occurs, total volume to the city gate is increased to adjust for the shortfall.

The overall nomination for Questar Gas would be automatically adjusted upward using the
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A.

no-notice contract, and the amount of gas flowing on the transportation contract, as well as

the fuel gas related to that contract, would also be increased.

Does Mr. Higgins provide any other arguments for why these costs should not be

included?

He proposes to remove these costs because “little or none of these costs represent
incremental costs that transportation customers are causing QGC to incur” (Higgins, lines

212-214).

Do you agree that these charges should not be assessed because they are fixed and not

incremental?

No. While it is true that the transportation costs are fixed, that does not mean that they are
sunk costs that have no value. Questar Gas releases “fixed™ transportation capacity to other
customers on Questar Pipeline and charges them a volumetric $0.17/Dth rate for that
capacity. This rate is what the Company is proposing to charge for the upstream
transportation portion of the imbalance services. This is the value of the services they are

receiving.

How do other parties respond to Mr. Higgins claim?

QGC 1.1R summarizes the positions of the other parties in this docket. As shown on Line |
of the exhibit, the Company and OCS believe that the rate should be included, while Mr.
Higgins believes it should be excluded. All other parties did not express an opinion in

testimony.

B. Transportation Fuel Gas Reimbursement

Please explain how the parties disagree on the issue of fuel gas?

Mr. Higgins takes issue with my rate calculation as shown on line 4 of QGC 1.1R. He
recommends that the fuel gas reimbursement related to transportation be removed because he

assumes transportation services are not being used. (Higgins, lines 223-226)

Do you agree with this argument?
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A. In principle, I agree that if transportation services are not being used then the corresponding

fuel charge should not be included. As stated earlier, however, I disagree with Mr. IHiggins
assessment that transportation scrvices are 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.
WACOG vs. First of Month Gas Prices for Fuel Gas Reimbursement Costs

Mr. McGarvey and Mr. Medura are concerned that the fuel gas reimbursement charge
uses the Weighted Average Cost of Gas (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?

The WACOG rate represents the blended cost that sales customers currently pay for fuel gas.

Any charge other than the WACOG rate would not correctly reflect the actual cost.

Do Mr. McGarvey and Mr. Medura have any other issues with the fuel gas

reimbursement rate?

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 are 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 does so

twice a year when it files cach pass-through case.

IV. IMBALANCE DECATHERMS USED IN NUMERATOR
A. Line Pack

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 Decatherms. How do you respond?

The Questar Gas 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
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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 arcas. As Mr. Schwarzenbach 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. Higgins 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 Gas does not have significant line pack on its system?

274 Al 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.’
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 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 Al 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?

280 A [ 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, if Customer A and Customer B both injected 100 DTH into Clay

*18 CFR Subchapter F, Part 201, Balance Sheet Accounts, Account 376.B.8.
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Basin on a given day, they would both be assessed charges for 100 DTH of injection. If on
the next day, customer A injected 100 DTII and customer B withdrew 100 DTH, it would be
possible that there could be no physical injections at Clay Basin on that given day. However,
Customer A would still be assessed for 100 DTH of injections and Customer B would be
assessed for 100 DTH of withdrawal because the pipeline provided the necessary service and
that service has a set value. A paper transaction is just as valuable as an actual physical
transaction if it provides the service needed by the customer. It should be irrelevant to the

customer how that service was provided, only that it was provided.

How does this netting principle apply to the proposed calculation?

Some interveners suggest that, on days that the TS Customers offset the imbalances of sales
customers they are providing a service that provides value to sales customers. | disagree.
The sales customers do not need the ‘'I'S Customers to help them offset imbalances because
they have purchased services to remedy imbalances. However, the TS Customers need to use
the upstream balancing scrvices of the sales customers to correct their imbalance. The
Company’s proposal is that the transportation customers reimburse the sales customers for

the market value of those services.

Where is Mr. Higgins adjustment shown?

His adjustment is shown on line 12 of QGC 1.1R. This adjustment is made after the 5%
netting adjustment resulting in a smaller impact to the rate. This adjustment reduces the

imbalance Dths by an additional 188,257 Dth.

VOLUMES USED TO ASSESS THE CHARGE IN THE DENOMINATOR

Please explain the different positions for assessing the charge to customers.

The Company’s original proposal was to assess the charge to each customer on a daily basis
based on their imbalance volumes over a 5% tolerance. Mr. Higgins adopted this proposal in
his rate calculation. Mr. McGarvey (McGarvey, lines 145-146) advanced a second approach

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 [ 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. [However, as mentioned by other parties, it will not incent a change in
328 behavior. Mr. Schwarzenbach will explain the operational issues that occur because TS
329 Customers and their Agcntsﬁ 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 if a majority of the large customers

341 keep their imbalances within a 5% range on a daily basis. If 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, LL.C, 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%, this problem would be even more significant. While this problem

could arise it would only be under specific circumstances.

Is this potential rate design problem of concern?
No. The parties will have the opportunity to review the rate calculation every six months ina
pass through filing. If there are anomalies in the rate calculation, they could be addressed at

that time.

What could be done to resolve this issue?

A solution would be to change the rate design. If the imbalance tolerance were reduced to
0% then the rate could mathematically never go above $0.52/Dth, the actual per Dth cost of

the service.

V. CHANGING CUSTOMER BEHAVIOR
A Commodity Balancing Restrictions

Could the Company use commodity balancing restrictions, sometimes referred to as
operational flow orders (OFOQs), instead of rate design to try to change behavior, as

suggested by Mr. Wheelwright (lines 192-198)?

Mr. Schwarzenbach will discuss the current limitations to OFOs and some proposed changes

that could improve customer nominations.

B. Aggregation

Mr. McGarvey has recommended that Questar Gas aggregate and apply the daily
imbalance tolerance penalties at the Agent level (McGarvey, lines 149-155). Would this

proposal solve the Company’s two issues?

No. Mr. McGarvey’s proposal ignores the fact that I have already aggregated all of the
customer daily imbalances in my rate calculation. This was discussed in Mr. Mierzwa’s
testimony (Mierzwa, lines 233-238). Aggregating the imbalances a second time at the Agent

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 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?

371 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. If 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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A. Yes. The Company asks the Commission to approve its original proposal as filed in QGC

Lxhibit 1.0. The Company also proposes that the rate calculation be updated using the most

recent data available.

Does this conclude your testimony?

Yes.





State 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
1|Transportation $0.17652 $0.00000 $0.17652
2|No Notice Transportation 1/ $0.02852 $0.02852 $0.02852
3|ACA $0.00140 $0.00140 $0.00140
4|Fuel Gas Reimbursement 2/ $0.09124 $0.00000 $0.04846 $0.09124
5|Clay Basin Demand $0.09381 $0.09381 $0.09381
6|Clay Basin Capacity $0.02378 $0.02378 $0.02378
7|Clay Basin Fuel Gas Reimbursement 3/ $0.09263 $0.09263 $0.04663 $0.09263
8|Injection/Withdrawal Avg 4/ $0.01415 $0.01415 $0.01415
9(Total Charge $0.52205 $0.25429 $0.43327 $0.52205
10 Total Imbalance Decatherms 3,333,731 3,333,731 3,333,731
11 Adjustment for Line Pack 0 (1,819,134) 0
12 Adjustment for Netting 0 (188,257) 0
13 Net Volumes (Lines 10 - Line 11 - Line 12) 3,333,731 1,326,340 3,333,731
14 Total Annual Cost (Line 9 X Line 13) $1,740,374 $337,275 $1,740,374
9,128,985 or
15 Volumes used to assess charge 9,128,985 9,128,985 46,500,000 47,355,069
$0.19064 or
16 Proposed Rate (Line 14 Divided by Line 15) $0.19064 $0.03695 $0.03675

1/ Reservation Charge ($0.86753) X 12 / 365 = $0.02852
2/ 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 :
($0.01048 +30.01781) / 2 = $0.01415






BEFORE THE PUBLIC SERVICE COMMISSION OF UTAH

IN THE MATTER OF THE APPLICATION
OF QUESTAR GAS COMPANY TO MAKLE
TARIFF MODIFICATIONS TO CHARGE Docket No. 14-057-31
TRANSPORTATION CUSTOMERS FOR
SUPPLIER-NON-GAS SERVICES

SURREBUTTAL TESTIMONY OF KELLY B MENDENHALL

FOR QUESTAR GAS COMPANY

August 14, 2015

QGC Exhibit 1.0SR






QGC ExuiBiT 1.0R

REBUTTAL TESTIMONY OF DOCKET NoO. 14-057-31
KELLY B. MENDENHALL PAGE ii

il

IV.

VL

TABLE OF CONTENTS

TN P RO DU F IO M ccosccssisimisinivissssisiasesssrithoriitsiivsbsivsitbtessssmismasarrores irmyacsssyissmisiiiss intsaie 1
RATE ASSESSMENT ciiiiciucinsnscsssssscssiornnrssiortrssisrsssssssrstomsissssossorisenssstanssssnsssosssn 2
A.  ASSESSMENT Of CRAPGE ccovesssossossasssonsasssssssasssssrsssssssssosssssssssssssssssrassnssssnasssressssssonessane 2
B.  Working Group Formation and Notice Prior to Implementation ...............cvveeneen. 6
VOLUMETRIC RATE COMPONENTS USED IN THE NUMERATOR................. 9
A.  Upstream TranSpOrtQlion COSIS.........eeeesscssessossssssssssossssssssssossssonsasssansssnssssssasssasssss =
B.  Transportation Fuel Gas ReiMBUISEIMENL o........euuevseerveresrssessssassasssssossssassssnssssaosas 10

C.  WACOG vs. First of Month Gas Prices for Fuel Gas Reimbursement Costs ......11

IMBALANCE DECATHERMS USED IN NUMERATOR.........c.... sl s 11
Y 15K SR SRR LB WO S R S PR PO, 11
B.  Sales Customer Netting AdJUSIMENL.........cocrvissvesssnsssrrsssseessnsssanssssssesssssssssssssssss wmld
VOLUMES USED TO ASSESS THE CHARGE IN THE DENOMINATOR.......... 13
CHANGING CUSTOMER BEHAVIOR ...cicetsiisesssosassnsssssssssnassesnnssnssnssnssssassssnsssssssssnss 15
A.  Commodity Balancing ReSIPICHIONS ....cussssssossrassssnssorssosssssossosssasasossssssusssssossssssssss 15
B.  Aggregation........ B S U ——— 15

C.  Addiional MELEriRg ...commsssssssssosivissssesssorsssnsanassosusssonsnsssavsassivsssissssstbssssissrnissisasin 16






16

17
18
19
20
21

QGC ExuiBiT 1.0R

REBUTTAL TESTIMONY OF DockKET No. 14-057-31
KELLY B. MENDENHALL PAGE 1

j | INTRODUCTION

Please state your name and business address.

My name is Kelly B Mendenhall. My business address is 333 South State Street, Salt Lake
City, Utah.

Did you previously file testimony in this case?

Yes.

Does Questar Gas have other witnesses sponsoring testimony in this Docket?

Yes. Mr. William Schwarzenbach, Director of Gas Supply will also be filing Rebuttal
testimony as QGC Exhibit 2.0R. Mr. Schwarzenbach will address some of the issues raised
by other witnesses and the operational concerns Questar Gas Company (Questar 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: 1) Rate Assessment, 2) Volumetric Rate
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 cach category. I will discuss each of these

issues in my testimony below.





QGC EXHIBIT 1.0R
DOCKET NO. 14-057-31
PAGE 2

REBUTTAL TESTIMONY OF
KELLY B. MENDENHALL

22

23

24

II. RATE ASSESSMENT

A. Assessment of Charge

What is the first issue you have identified with respect to rate assessment?

The first and perhaps overarching issue in this case is whether the Company should assess a

charge to transportation customers (TS Customers) for imbalance services.

What are the parties’ respective positions on the issue?

The Company, the Division of Public Utilities (DPU) and the Office of Consumer Services

(OCS) offer testimony that the transportation customers are receiving a benefit of value and

should pay something for that benefit. The Utah Association of Energy Users (UAE), Nucor

Steel-Utah, CIMA Energy Ltd, Summit Energy LLC and US Magnesium LLC think the

proposal should be rejected or analyzed in a working group. A table summarizing the

positions 1s shown below:

Table 1
Witness Proposal Reference .
Mendenhall Imbalance charge should be QGC Exhibit 1.0, lines 233-238.
| assessed to transportation
customers.
Mierzwa Questar Gas’ imbalance charge is Direct Testimony of Jerome D. Mierzwa,
reasonable and should be approved. | lines 56-60.
An alternate charge on all
transportation volumes would also
be reasonable.
Wheelwright TS customers should pay for DPU Exhibit No. 1.0D, lines 335-342.
services used.
Higgins Recommends rejection of Questar | UAE/Nucor/CIMA Direct Exhibit 1.0,
Gas’ proposal, or alternatively, a lines 49-56.
workshop to investigate the
balancing issue.
Medura Recommends further study & CIMA Direct Exhibit 1.0, lines 131-132.
analysis. s i N
Swenson A working group should be US Mag Direct Exhibit 1.0, lines 146-149.
established to provide input for an
imbalance rate.
McGarvey More analysis is needed. Direct Testimony of Michael McGa
lines 19-23. ‘.
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Q. Mr. Higgins claims that monthly balancing is the standard across the country (Higgins,

lines 158-161) and that daily balancing requirements for TS Customers are rare

(Higgins, lines 131 and 132). How do you respond?

Mr. Higgins is confusing two issucs. There is a difference between “gas commodity
balancing™ policies and the proposed “daily imbalance™ charge. Gas distribution companics
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. Companics 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 Tariff 400 (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
purposc 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 I'S customers usc on a daily basis. If 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 partics have proposed that the costs could be collected using a flat
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 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. 1 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 I 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. Mierzwa testified, it is not uncommon for gas utilities to require monthly
77 balancing and assess a balancing charge on each Dth of throughput. Even if 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. Does Questar Gas’ Tariff currently allow for the charging of these balancing services?
81 Al Yes. Questar 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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Is the Company’s proposal a mechanism to collect these costs?

A. Yes. The Company’s proposal would collect for upstream balancing services used by TS

Customers, and require them to compensate sales customers for this value.

Q. Does Questar Gas currently charge any transportation classes for balancing services?

Yes. The Municipal Transportation Class (MT) currently pays a $0.06/Dth facilities

balancing charge. This charge was instituted in Docket 98-057-01.

Q. Should the MT class continue to pay a flat $0.06/Dth rate if the Commission accepts the
Company’s proposal?

A. There is currently one customer in the MT class. In order to treat this customer fairly, they
should only be required to pay one charge. Either they can continue to pay the $0.06/Dth rate
for balancing or, if the Commission deems it just and reasonable, they can pay the imbalance

charge resulting from this proceeding.

Q. Mr. Higgins states that your proposal of $1.7 million is a large increase when applied to
the $15 million revenue requirement for the TS Customer class (Higgins, lines 216-220).

How do you respond?

A. In order to accurately calculate the impact of this charge on a TS Customer, all of the costs
must be included. Mr. Iiggins is excluding the commodity cost in his calculation.

Q. What would the percentage increase be if you included commodity costs?

A. The average cost per Dth for a transportation customer for distribution non-gas services at the
end 0f 2014 amounted to about $0.34 per Dth." If that amount is added to the $2.88° per Dth

commodity cost the total cost per Dth for a transportation customer would be around

'"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 Questar Gas December
2014 financial statement.

? The $2.88 per Dth was the Henry Hub price on July 29, 2015,
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110 $3.22/Dth. The $0.037/Dth flat rate calculated by Mr. Mierzwa results in about a 1%
111 increase for an average transportation customer.
112 Q. Do you believe the Company’s rate calculation is just and reasonable and in the public
113 interest?
114 A, Yes. The Company’s proposal fairly assesses TS Customers for the value of the services they
115 usc on a daily basis.
116 B. Working Group Formation and Notice Prior to Implementation

117 Q. Witnesses Higgins, (Higgins, lines 193-197), Swenson (Swenson, lines 144-149), Medura

118 (Medura, lines 131-146), McGarvey (McGarvey, lines 80-97) and Wheelwright
119 (Wheelwright, lines 336-340) all recommend the creation of a working group to discuss
120 and resolve these issues. Do you think this is necessary?

121 & No. The Company and interested parties have been discussing operational concerns related
122 to TS Customers’ nomination practices since the last general rate case in 2013. A review of
123 the testimony in this case shows that despite these discussions, the parties positions are still
124 too far apart for a consensus to take place. A working group would only further delay a
125 Commission order on this issue.

126 Q. How did these issues arise in the Company’s last rate case?

127 A On July 1, 2013, Questar Gas filed a general rate case in Docket 13-057-05. In that Docket

128 the Company proposed to make changes to section 5.01 Transportation Service that would
129 require TS Customers to provide upstream transportation information to Questar Gas. Some
130 of the interveners in this docket filed testimony in that case opposing the proposed Tariff
131 change. In the partial settlement stipulation regarding TS Tariff language, filed January 6,
132 2013, the parties agreed for purposes of settlement that “the Company will also withdraw its
133 proposed changes to the language of Section 5.01 of the Company tariff under the heading
134 ‘upstream capacity’” and “The settling parties agree that on or before April 1, 2014, they will

1:35 invite the Settling Partics and other interested entities to collaboratively explore additional
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changes to the language of Sections 5.01 and 5.07 of the Company’s tariff to address

interruption and related concerns and issues.™

Q. Did the Commission accept the stipulation?

A. Yes. Inits 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.”™

Q. Did the parties hold further discussions?

A. Yes. The partics met three times during the first half of 2014, In those mectings 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?

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 Questar Gas has already proposed. This proceeding alone will take longer
from start to finish than a general rate casc. 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 discusscd by Mr. Schwarzenbach in his testimony.

Q. Did the meetings you described influence the Company’s proposal in this docket?

* Partial Settlement Stipulation Regarding TS Tariff Language, January 6, 2013,
1 February 21, 2014, Report and Order, Docket No. 13-057-05, page 41.
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A. 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 does 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. Higgins (lines 173-178), Mr. Medura (lines 139-142), or Mr.
MecGarvey (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 partics 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. Light months is more discovery 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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A.

Company’s proposed cost calculation. In addition, the Company intends to file surrcbuttal

testimony and will be prepared to discuss any questions the parties may have during hearings.

I,  VOLUMETRIC RATE COMPONENTS USED IN THE NUMERATOR

A. Upstream Transportation Costs

Mr. Higgins suggests that when transportation customers over-deliver to the Questar
(:as system they do not use any upstream transportation capacity. Do you agree with

this assessment?

Mr. Higgins is correct that, in most instances, no physical backhauls occur on the system.
However, the overall effect of an over-delivery is that the Company uses no-notice service to

adjust the nomination at Clay Basin, thereby reducing the actual gas delivered for the day.

How can you justify charging transportation customers for over-deliveries when no gas

is physically transported on the system?

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. If 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 either 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. | have included the upstream transportation because it

represents a part of the value of the service they are receiving.

Mr. Higgins suggests that when TS Customers under-deliver to the Questar Gas system
they should not be charged for the used upstream capacity. Do you agree with this

assessment?

No. Anunder- delivery occurs when a transportation customer nominates less gas than they
consume. As the data request on lines 321-323 of Mr. Higgins testimony states, when an
under-delivery occurs, total volume to the city gate is increased to adjust for the shortfall.

The overall nomination for Questar Gas would be automatically adjusted upward using the
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no-notice contract, and the amount of gas flowing on the transportation contract, as well as

the fuel gas related to that contract, would also be increased.

Does Mr. Higgins provide any other arguments for why these costs should not be

included?

He proposes to remove these costs because “little or none of these costs represent
incremental costs that transportation customers are causing QGC to incur” (Higgins, lines
212-214).

Do you agree that these charges should not be assessed because they are fixed and not

incremental?

No. While it is true that the transportation costs are fixed, that does not mean that they are
sunk costs that have no value. Questar Gas releases “fixed” transportation capacity to other
customers on Questar Pipeline and charges them a volumetric $0.17/Dth rate for that
capacity. This rate is what the Company is proposing to charge for the upstream
transportation portion of the imbalance services. This is the value of the services they are

receiving.

How do other parties respond to Mr. Higgins claim?

QGC 1.1R summarizes the positions of the other parties in this docket. Asshown on Line 1
of the exhibit, the Company and OCS believe that the rate should be included, while Mr.
Higgins believes it should be excluded. All other parties did not express an opinion in

testimony.

B. Transportation Fuel Gas Reimbursement

Please explain how the parties disagree on the issue of fuel gas?

Mr. Higgins takes issue with my rate calculation as shown on line 4 of QGC 1.1R. He
recommends that the fuel gas reimbursement related to transportation be removed because he

assumes transportation scrvices arc not being used. (Higgins, lines 223-226)

Do you agree with this argument?
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A.

In principle, [ agree that if transportation services are not being used then the corresponding
fuel charge should not be included. As stated carlier, however, I disagree with Mr. Higgins
assessment that transportation services are not being used. He has removed both the service

and the fuel, while [ contend that they should both continue to be included in the rate.
e WACOG vs. First of Month Gas Prices for Fuel Gas Reimbursement Costs

Mr. McGarvey and Mr. Medura are concerned that the fuel gas reimbursement charge
uses the Weighted Average Cost of Gas (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?

The WACOG rate represents the blended cost that sales customers currently pay for fuel gas.

Any charge other than the WACOG rate would not correctly reflect the actual cost.

Do Mr. McGarvey and Mr. Medura have any other issues with the fuel gas

reimbursement rate?

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 are correct.
FFor purposes of this rate, the Company would update the rate components based on the
effective WACOG and fuel gas reimbursement percentage. The Company already does so

twice a year when it files each pass-through case.

V. IMBALANCE DECATHERMS USED IN NUMERATOR
A. Line Pack

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 Decatherms. How do you respond?
The Questar Gas 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
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A.

the system and record the cost of line pack on their books. A distribution system is made up
of small pipes serving comparatively small amounts of gas to many customers in many
different arcas. As Mr. Schwarzenbach will discuss, the Questar Gas system does not have
the line pack to manage supply swings from the large transportation customers. The
Company manages imbalances using services on the upstream pipeline. Mr. Higgins allows
for a 5% line pack tolerance in his calculation but he provides no evidence that this level of

line pack exists.

Is there evidence that Questar Gas does not have significant line pack on its system?

Yes. The Federal Energy Regulatory Commission (FERC) code of accounts requires that
company-owned line pack be reported in account 376 (Mains) and be included in rate base.’
For Questar Gas, the 376 account includes no line pack purchases. Line pack on the
Company’s system is de minimus and does not exist in Questar Gas’ rate base for regulatory
or accounting purposes. Therefore, it is incorrect for Mr. Higgins to use line pack in his
calculation to help reduce the amount owed by transportation customers for balancing

services.

What impact does Mr. Higgins line pack adjustment have on the rate calculation?

Mr. Higgins adjustment is shown on line 11 of QGC Exhibit 1.1R. This adjustment reduces
the imbalance Dths in the numecrator by more than half. Based on the prior discussion, this

adjustment should not be made.
B. Sales Customer Netting Adjustment

Mr. Higgins, Mr. Swenson and Mr. Medura suggest that sales and transportation
volumes should be netted against each other on days that they are moving in opposite

directions. How do you respond?

[ would refer to the testimony of Mr. Mierzwa that the calculation is consistent with how
charges are assessed to customers for these services on the upstream pipeline (Mierzwa, lines

125-132). For example, if Customer A and Customer B both injected 100 DTH into Clay

*18 CFR Subchapter F, Part 201, Balance Sheet Accounts, Account 376.B.8.

O
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Basin on a given day, they would both be assessed charges for 100 DTH of injection. If on
the next day, customer A injected 100 DTH and customer B withdrew 100 DTH, it would be
possible that there could be no physical injections at Clay Basin on that given day. However,
Customer A would still be assessed for 100 DTH of injections and Customer B would be
assessed for 100 DTH of withdrawal because the pipeline provided the necessary service and
that service has a set value. A paper transaction is just as valuable as an actual physical
transaction if it provides the service needed by the customer. [t should be irrelevant to the

customer how that service was provided, only that it was provided.

How does this netting principle apply to the proposed calculation?

Some interveners suggest that, on days that the TS Customers offset the imbalances of sales
customers they are providing a service that provides value to sales customers. | disagree.
The sales customers do not need the TS Customers to help them offset imbalances because
they have purchased services to remedy imbalances. [Towever, the TS Customers need to use
the upstream balancing services of the sales customers to correct their imbalance. The
Company’s proposal is that the transportation customers reimburse the sales customers for

the market value of those services.

Where is Mr. Higgins adjustment shown?

His adjustment is shown on line 12 of QGC 1.1R. This adjustment is made after the 5%
netting adjustment resulting in a smaller impact to the rate. This adjustment reduces the

imbalance Dths by an additional 188,257 Dth.

VOLUMES USED TO ASSESS THE CHARGE IN THE DENOMINATOR

Please explain the different positions for assessing the charge to customers.

The Company’s original proposal was to assess the charge to each customer on a daily basis
based on their imbalance volumes over a 5% tolerance. Mr. Higgins adopted this proposal in
his rate calculation. Mr. McGarvey (McGarvey, lines 145-146) advanced a second approach

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. However, as mentioned by other parties, it will not incent a change in
328 behavior. Mr. Schwarzenbach 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% tolcrance.

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 increasc in the rate. (Swenson, lines 58-70).
338 Q. Please explain what causes this problem to occur?
339 Al The problem is caused by the 5% imbalance tolerance. This tolerance could cause the
340 numerator and denominator to change at different rates if a majority of the large customers
341 keep their imbalances within a 5% range on a daily basis. If 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.
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an amount greater than 5%, this problem would be even more significant. While this problem

could arise it would only be under specific circumstances.

Is this potential rate design problem of concern?

No. The parties will have the opportunity to review the rate calculation every six months ina
pass through filing. If there arc anomalies in the rate calculation, they could be addressed at

that time.

What could be done to resolve this issue?

A solution would be to change the rate design. If the imbalance tolerance were reduced to
0% then the rate could mathematically never go above $0.52/Dth, the actual per Dth cost of

the service.

VI. CHANGING CUSTOMER BEHAVIOR
A. Commodity Balancing Restrictions

Could the Company use commodity balancing restrictions, sometimes referred to as
operational flow orders (OFOs), instead of rate design to try to change behavior, as

suggested by Mr. Wheelwright (lines 192-198)?

Mr. Schwarzenbach will discuss the current limitations to OFOs and some proposed changes

that could improve customer nominations.

B. Aggregation

Mr. McGarvey has recommended that Questar Gas aggregate and apply the daily
imbalance tolerance penalties at the Agent level (McGarvey, lines 149-155). Would this

proposal solve the Company’s two issues?

No. Mr. McGarvey's proposal ignores the fact that I have already aggregated all of the
customer daily imbalances in my rate calculation. This was discussed in Mr. Mierzwa’s
testimony (Mierzwa, lines 233-238). Aggregating the imbalances a second time at the Agent

level would insure that the Company would never collect the full cost of balancing services
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from transportation customers due to double counting. Aggregation at the Agent level would
also allow Agents to continue to adjust the nominations of a few large customers as described
by Mr. Medura on lines 99-105 of his testimony. This will result in problems allocating
allowed usage and penaltics on days when supply curtailments occur. As Mr. Mierzwa also
points out, the Company contracts with customers and not Agents. Mr. McGarvey's

recommendation would just add a layer of complexity without solving any of the issues.

C. Additional Metering

Mr. McGarvey discussed the fact that Questar Gas should provide real-time
measurement for customers so that they can more reliably nominate. (McGarvey, lines

124-128). Do you agree?

No. 1 would refer to lines 212-214 of Mr. Mierzwa’s testimony: “Transportation service is
an elective service. Therefore, transportation customers should be responsible for monitoring
their own usage on a real-time basis and for paying the costs associated with any necessary
tclemetering services.” TS Customers and/or their Agents are in the best position to
determine whether they have a need for any real-time metering data and how they pay for it.
This is alrcady provided for in the Company’s Tariff Section 5.01. “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.”

Do you think purchasing real-time monitoring equipment is necessary?

No. Ifa customer wants real-time data the customer can read its meter onsite at any time for
no additional cost. Additionally, real-time usage is only one of many factors needed to
accurately predict usage for the following day. As Mr. McGarvey states, “agents use
proprictary forecasting regression models, local weather forecasts, historical consumption
profiles and current usage trending” (McGarvey, lines 120-122) to forecast customer supply

requirements.

Do you have any recommendations?
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A. Yes. The Company asks the Commission to approve its original proposal as filed in QGC

Exhibit 1.0. The Company also proposes that the rate calculation be updated using the most

recent data available.

Does this conclude your testimony?

Yes.





State of Utah )
) S5,

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






10
11

12
13
14
15
16
17

18

g

Questar Gas Company
Exhibit 1.1SR
(A) (B) (€) (D) (E) (F)
5% Absolute
Imbalance Imbalance
Net Deliveries Net Receipts Imbalance Tolerance Outside of 5%
(Dth) (Dth) (Dth) (Dth) (Dth)
Customer 1 5,000 4,600 400 230 170
Customer 2 3,000 3,350 -350 168 183
Customer 3 4,500 4,420 80 221
Total 12,500 12,370 130 619 353
Imbalance Cost/Dth $0.52
Total Revenue Needed $68 $68
Transportation Imbalance Charge $0.19
Rate Calculation - Questar Proposal
Abs Imbalance
Outside of
Usage 5% Tolerance Imbalance Tolerance
(Dth) (Dth) (Dth) (Dth) Rate Charge
Customer 1 4,600 230 400 170 $0.19 $33
Customer 2 3,350 168 -350 183 $0.19 $35
Customer 3 4,420 221 80 0 $0.19 $0
Total 12,370 619 130 353 $68
Rate Calculation - Aggregation
Imbalance Outside
Usage 5% Tolerance Imbalance of Tolerance
(Dth) (Dth) (Dth) (Dth) Charge
Customer 1 4,600 230 400
Customer 2 3,350 168 -350
Customer 3 4,420 221 80
Total 12,370 619 130 0 S0
Rate $0.19
Total Charge to Agent $0.00

Unrecovered Cost (Line 6 less Line 15)

S68
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IL.

L INTRODUCTION

Please state your name and business address.

My name is William I'. Schwarzenbach. My business address is 333 South State Street,

Salt Lake City, Utah.

By whom are you employed and what is your position?
[ am employed by Questar Gas Company (Questar Gas or Company) as Director of Gas
Supply. 1 am responsible for supervising the gas purchasing and nominations group

within the Gas Supply department.

What are your qualifications to testify in this proceeding?

I have listed my qualifications in QGC Exhibit 2.1R.

What is the purpose of your testimony in this docket?

The purpose of my testimony is to address operational concerns associated with the
testimony presented by the intervening parties in this docket. I will offer evidence related
to the following issues: (1) operational concerns arising from inaccurate nominations, (2)
nomination practices and responsibility, (3) management of imbalances, (4) system
flexibility, (5) problems associated with aggregation and imbalance trading, (6)

imbalance restrictions and (7) real-time meter data.
OPERATIONAL CONCERNS ARISING FROM INACCURATE NOMINATIONS

Mr. Swenson states, “In the past there has been no apparent reason for a transport
customer to spend significant time 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). Has this created any recent

problems?

Yes. During the past two heating seasons, operational constraints have caused the

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
28 resulted in confusion and penalties for TS Customers because their daily nominations did
29 not accurately match their required usage for the day. The increasing number of TS
30 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 All shippers are 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 unforescen operational issues.

37 Q. Why is it important that TS Customer nominations are accurate for each customer?

38 A Aside from the costs associated with the use of the services used to manage the daily
39 imbalances (see QGC Exhibit 1.0R, Rebuttal Testimony of Kelly B Mendenhall
40 (Mendenhall Testimony)), TS Customers’ inaccuratc nominations cause operational
41 problems. Specifically, during periods of limited flexibility on the Questar Gas system,
42 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
44 availability. Supply availability for a given TS Customer is determined by that
45 customer’s confirmed nomination of gas on that day (scheduled quantity). If the TS
46 Customer’s usage does not closely match the nomination, the Company experiences
47 operational problems.

48 Q. What happens when Questar Gas does not have sufficient no-notice transportation,

49 transportation, and storage services to manage TS Customer imbalances?
50 A On days when Questar Gas does not have these services available for use by TS
51 Customers, Questar Gas will limit TS Customer’s usage to their scheduled quantities for
' The term “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, LLC are ( \

“Agents” who manage supply for a number of Questar Gas TS Customers’.





53
54
55
56
57
58
59

60

61

63

64
65
66
67
68
69

70
71

73
74
75

76
77
78

QGC EXHIBIT 2.0R

REBUTTAL TESTIMONY OF DOCKET NO. 14-057-31
WILLIAM F. SCHWARZENBACH PAGE 3

the day. If nominations are not done correctly for each TS Customer on that day, they
may not have enough gas to meet their needs. In fact, during recent supply curtailment
events, customers did not limit their usage to match their supply; instead, they continued
to usc the gas and incurred penalties. Based on experience, TS Customers like hotels,
schools and grocery stores do not restrict their usage during a curtailment.  Since
curtailments occur when Questar Gas does not have as much supply flexibility, TS
Customers utilizing more than their nominated volumes could result in loss of services to

firm sales customers.
I11. NOMINATION PRACTICES AND RESPONSIBILITY

Mr. McGarvey claims that “TS customers and their agents already operate with the
goal of providing the correct amount of supply to meet actual needs.” (McGarvey,

lines 112-114). Is this true for most TS Customers and their Agents?

No. Most TS Customers or their Agents do not appear to attempt to match their
nominations with expected usage for each customer on a daily basis. Mr. Fishman admits
that, “Under the current natural gas transportation service operating requirements, the
obligations of the typical transportation customer of which | am familiar are limited to
informing their supplier of expected monthly natural gas usage and any unexpected

deviations from that usage as soon as it is known” (Fishman, lines 151-154).

Do you have any evidence that supports the claim that TS Customers or their

Agents do not attempt to match their nominations to their daily usage.

Yes. QGC Exhibit 2.2R shows two examples of actual nominations from 2014 illustrating
nominating behavior used by Agents. This daily usage data and the usage data for all
other transportation customers can be found in the data tab Mr. Mendenhall used to

calculate the rate in QGC Exhibit 1.3.

The first example on page 1, Customer 228, shows a customer with varying usage on a
day-to-day basis. Actual usage for this customer is shown in Column C. As shown in

Column B, the Agent for this customer did not attempt to match the nomination to the
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79 expected daily usage for this customer. In fact, as shown in Columns B and C, Rows 3
80 and 4, on the days when the customer used the most gas, the Agent did not nominate any
81 gas for the customer’s consumption. This example also shows that the Agent only
82 changed the nomination four times over the entire month. When the Agent did change the
83 nomination, it appears that the Agent was nominating in an attempt to manage the
84 monthly imbalance, not to match the daily usage. The cumulative monthly imbalance is
85 show in Column E.
86 As the example shows, there were twelve days in this month that the customer used more
87 gas than it had nominated for its use. If a supply curtailment occurred for any reason
88 during these days, the customer would not have had enough gas allocated for its use on
89 those days.
90 During a curtailment event on December 5, 2013, this same customer used over four
9] times the amount of gas that was available based on its nomination (See the “Data™ Sheet,
92 Row 72989, in QGC Exhibit 1.3). This resulted in penalties for the customer and if too
93 many TS Customers would have engaged in this behavior, it could have resulted in
94 service interruptions to firm sales customers.

95 Q. Can you explain the second example?

9% A The second example on pages 2 and 3 of QGC Exhibit 2.2R, Customer 157 shows

97 multiple months of nominations. The nominations, shown in Column B, were put in
98 place at the beginning of each month and not changed at all during the month despite
99 daily changes in usage by the customer. This shows that some Agents are nominating on
100 a monthly basis instead of a daily basis.

101 In this example, the nomination for each day in the month of December was 11 Dth, as
102 shown in Column B, Rows 1-31. The actual usage for this customer was on average five
103 times the amount nominated for it every day of the month. Again, if a supply curtailment
104 occurred for any reason during this month, this customer would not have had enough gas

105 for its use and could have resulted in penalties. ﬁ
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What can be learned from these examples?

Both of 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 of gas to start up its facility. Had the Agent been communicating with the
customer, they would have been aware of the customer’s operations and made

nominations accordingly.

The allowance for aggregation of 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 of 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 are

consistent with this data.

Mr. Swenson states that “In the past there has been no apparent reason for a transport
customer to spend significant time 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 CIMA is to only adjust the nominations
of a few large customers to manage their supply. “An agent’s aggregate pool is much
more casily managed by adjusting the nominations of several of 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 of limited

supply. This prompted the Company to propose the Tariff changes in this docket.
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Q. Will a charge for no-notice transportation, transportation and storage, as the

A.

Company has proposed, result in more accurate nominations by the TS Customers

or their Agents?

Yes. The changes proposed in this docket will provide a financial incentive for TS

Customers or their Agents to make accurate daily nominations by customer.

Mr. Swenson (Swenson, lines 44-49) confirms this in his testimony saying, “I certainly
agree with Mr. Mendenhall that customers will respond to the incentives in any new daily
imbalance charges. Customers will begin spending more time and resources on daily

accuracy and fine-tune their nominations practices.”

Mr. Fishman claims the change proposed in this docket “disrupts well established
and efficient business practices where the transportation customer’s supplier is
responsible for managing nominations and imbalances.” (Fishman, lines 44-46) Do

you agree with this?

No. While many customers and agents have not historically matched daily nominations
and usage. they should have been doing so all along. That is, in part, why the Company

is proposing changes to the Utah Natural Gas Tariff No. 400 (Tariff) in this docket.

Do you agree with Mr. Fishman that “A fundamental consequence of the proposal is
to place the obligation of monitoring natural gas usage and adjusting supply

nominations directly on the transportation customer” (Fishman, lines 42-44)?

Yes. The obligation of monitoring usage and adjusting nominations is the responsibility
of the TS Customer or their Agent. This has always been true for TS Customers. The
Company believes that this proposal, if approved by the Public Service Commission of
Utah (Commission), will motivate TS Customers or their Agents to finally fulfill the

responsibility that comes with being a transportation customer.
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IV. MANAGEMENT OF IMBALANCES

Mr. Medura states that “Maintaining dozens of individual customer imbalances
within narrow tolerance levels will be unduly burdensome, costly and difficult.”
(Medura, lines 39-40) Do you believe the Company proposal results in the process

becoming “unduly burdensome” for the TS Customer or their Agent?

No. The nominations process is a daily process with multiple nominations cycles
specifically designed to allow customers to manage their nominations throughout the day.
As I discuss in detail below, it is a common industry-wide practice for customers to
utilize these cycles to manage their nominations on a daily basis. The TS Customer
assumes the responsibility of making accurate nominations on a daily basis when it
chooses transportation service. The Agent then accepts this responsibility when he/she

agrees to act on behalf of the customer.

Will the Company’s proposal result in physical restrictions for TS Customer usage?

Not typically. The Company’s proposal will allow the TS Customer to continue to utilize
the no-notice transportation, transportation and storage services, when available, to assist

in managing daily imbalances.

Is it appropriate for TS Customers to receive these services without paying for

them?

No. The TS Customers should pay for the services that they use. The Company’s
proposal will allow the Company to recover costs from the TS Customers for their use of’

these services and to reimburse the sales service customers for the costs of the services.

Will this result in the process becoming “costly” as Mr. Medura states?

It should not. The TS Customer or their Agent has the ability to minimize the cost of
these services by improving the accuracy of their nominations. The Company has
included a 5% tolerance which allows the TS Customers or their Agents to avoid costs

completely if their nominations are done accurately.
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Q. 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. If TS Customers

or their Agents will update their nominations daily, their imbalances will improve.

In addition to adjusting nominations daily, do TS 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 of another intraday cycle starting in April 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 FERC add a cycle?

The 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 achicve with the charges proposed in this docket.
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Q. Mr. Medura (Medura, lines 124-126) and Mr. McGarvey (McGarvey, lines 100-131)

both argue that a greater tolerance band than +/- 5% should be allowed. Do you

agree with this?

No. The TS Customers will be using the no-notice transportation, transportation and
storage services any time their nominations differ from their usage (no tolerance).
Questar Gas believes that the TS Customers should pay for these services any time they
are used. However, Questar Gas proposed a 5% tolerance as a concession, based upon
discussions with the 2014 working group.  This also matches the existing commodity
daily balancing provision in Section 5.09 of the Tariff which states, “The Company will
allow +/-5% of a customer’s volumes delivered from upstream pipelines as a daily

imbalance tolerance window.”
V. SYSTEM FLEXIBILITY

In their testimony, Mr. Higgins (Higgins, lines 63-67) and Mr. Swenson (Swenson,
lines 115-118) claim that the Questar Gas system has enough system flexibility to

tolerate inaccurate nominations. Is this true?

Not on the Questar Gas distribution system. The Questar Gas distribution system
balances receipts and deliveries for both sales and transportation customers on its system
each day. Any gas used on the system will result in the same amount of gas being
delivered from the upstream pipeline, regardless of the nominations, creating an
imbalance for the day if the nomination does not match this usage. This imbalance is
automatically managed on the upstream pipeline through the use of Questar Gas™ no-

notice transportation, transportation and storage services.

Some interveners claim that Questar Gas has enough line pack to manage daily

imbalances. Is this true?
No. Line pack on interstate natural gas pipelines may serve to provide storage-type
services. [Towever, the Questar Gas system operates at pressures that do not provide for

this storage-type service. While line pack may exist on many interstate pipelines, the
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232 Questar Gas 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 flows from the pipelines that match
236 actual daily usage.
237 VI.  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 accuratcly
244 nominate for every customer. If 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. If managed
256 in aggregate, supply being delivered to St. George would theoretically be “used” by
257 customers in Salt Lake City.





QGC EXHIBIT 2.0R

REBUTTAL TESTIMONY OF DOCKET NO. 14-057-31

WILLIAM F. SCHWARZENBACH PAGE 11

Q. Mr. Fishman suggests that TS Customers and their Agents should be permitted to
“trade” daily imbalances (Fishman, lines 135-137). Do you agree?

A. No. Allowing trading only exacerbates the problems associated with aggregation.

VII. IMBALANCE RESTRICTIONS

() Mr. Wheelwright (Wheelwright, lines 281-285) and Mr. McGarvey (McGarvey,
lines 145-151) argue that a flat rate charge could be applied to all customers based
on the Dth usage. Would this type of rate provide the same results as the changes
Mr. Mendenhall requested in this docket?

A. No. While a flat rate does cover costs incurred for the TS Customers™ use of the
balancing services (see Mendenhall Testimony), it provides no financial incentive for TS
Customers or their Agents to change their nominating practices to manage nominations
accurately on a daily basis. Without that incentive, it is unlikely the nominations practices
would improve or, consequently, that the operational concerns would be resolved.

Q. Does Mr. Wheelwright make any recommendations to address this issue?

A. Yes. Mr. Wheelwright recommends that “the Company should begin to more effectively
utilize the existing tariff language and impose imbalance restrictions on TS customers
with greater frequency” (Wheelwright, lines 299-301).

Q. Are the current imbalance restriction provisions in the Tariff (often called
“Operational Flow Orders” or “OFQOs”) an effective way to incent TS Customers or
their Agents to manage nominations on a daily basis?

A. No. The current Tariff language is not sufficient to incent TS Customers or their Agents

to manage their nominations by customer on a daily basis. The current Tariff contains
language that allows for aggregation and trading of imbalances. This language removes
the incentive to accurately nominate and all of the problems associated with aggregation

and imbalance trading would persist.
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Q.

A.

Could improvements be made to the current daily balancing restriction (OFQO)

language that would incent proper nomination practices?

Yes. If 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 party not less than two hours prior to the
first nomination deadline for the affected period™ (Section 5.09 imbalances, subsection
daily imbalances, paragraph 2). If 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.

Are you recommending that the Commission approve these Tariff changes?

Only if the Commission determines that a “flat rate™ should be used to collect imbalance

costs from TS Customers.
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VIII. REAL-TIME METER DATA

Mr. Fishman (Fishman, lines 170-175) and Mr. McGarvey (McGarvey, lines 118-
119) testified that additional real-time data is necessary for TS Customers or their
Agents to make improvements to their nominations. Do you agree that additional

data is necessary?

Real-time measurement data is one of many tools that TS Customers and their Agents use
to predict the next day’s usage. Mr. McGarvey testified that “agents use proprietary
forecasting regression models, local weather forecasts, historical consumption profiles
and current usage trending” in order to predict a customer’s anticipated usage
(McGarvey, lines 120-122). As the data in QGC Exhibit 2.2R shows, the Agents are not
using the data currently available to them to do their nominations. If the Agents would
make changes to nominations each day in order to match their TS Customers’ intended

usage, it would be a significant improvement.

Additionally, the TS Customer or their Agent have more accurate information than the
Company does regarding the Customer’s planned usage for the upcoming day. This
should be the most useful information in determining the correct nomination for the
customer. If they use the data currently available, and nominate at least daily, they will

be much more likely to match nominations to their actual usage needs.

Also, as Mr. Mendenhall testifies, TS customers are responsible for providing their own
usage monitoring. Each customer already has a meter at its own location reflecting real-
time usage and the option to purchase additional technology to make this information

more readily available should they so desire.

Please summarize your rebuttal testimony?

[ explain that:

e 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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Q.

A.

Daily nominations by customer are already the responsibility of TS Customers or
their Agents and requiring nominations to more closely match usage is not

unreasonable or unduly burdensome;

TS Customers utilize no-notice transportation, transportation and storage services
any time they are out of tolerance, a 5% tolerance level is reasonable and a greater

tolerance level is not appropriate;

The Questar Gas distribution system does not have the available line pack to

provide for daily imbalances for TS Customers;

The existing imbalance restrictions could be an effective means to incent TS
Customers to adjust their nomination practices if the Tariff were changed to
remove the aggregation and trading language and the notice provision was

modified; and

TS Customers do not necessarily need real-time meter data, but if they want such

data they should bear the costs of obtaining it.

Does this conclude your testimony?

Yes.
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Qualifications of William F. Schwarzenbach

Current Responsibilitics

As Director of Gas Supply, [ am responsible for managing the gas purchasing and
nominations for Questar Gas. | 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 Questar Gas city gates for transportation
customers, managing imbalances with interconnecting pipelines, SENDOUT modeling
and managing the Questar Gas Integrated Resource Planning (IRP) process. [ am also
responsible for analysis of transportation, storage, peak-shaving, and no-notice
transportation contracts. I have been in the Gas Supply department since 2011.

Prior Responsibilities and Experience

I was first employed by Questar Gas in 2004 as an Operations Engineer in the
Enginecering 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 Questar 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 requircments.

Educational Background

I received a Bachelor of Science degree in Civil Engineering from Virginia Tech in 1998.
[ reccived a Masters of Business Administration degree from George Mason University
in 2004. 1 am a registered Professional Engincer (PE) in the State of Utah.
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Customer 228
(A) (B) (C) (D) (E)
Customer Customer
Nomination Usage Daily Imbalance | Cumulative Monthly
(Dth) (Dth) (Dth) Imbalance (Dth)
5/1/2014 0 123 (123) (123)
51212014 0 247 (247) (370)
5/3/2014 0 1,432 (1,432) (1,802)
5/4/2014 0 1,062 (1,062) (2,864)
5/5/2014 0 560 (560) (3,424)
5/6/2014 64 - 64 (3,360)
51712014 64 32 32 (3,328)
5/8/2014 64 62 2 (3,326)
51912014 64 317 (253) (3,579)
5/10/2014 64 32 32 (3,547)
5/11/2014 64 65 (1) (3,548)
5/12/2014 64 62 2 (3,546)
5/13/2014 64 95 (31) (3,577)
5/14/2014 64 62 2 (3,575)
5/15/2014 64 401 (337) (3,912)
5/16/2014 64 61 3 (3,909)
5/17/2014 64 61 3 (3,906)
5/18/2014 64 279 (215) (4,121)
5/19/2014 64 123 (59) (4,180)
5/20/2014 64 30 34 (4,146)
5/21/2014 64 92 (28) (4,174)
5/22/2014 197 60 137 (4,037)
5/23/2014 1085 64 1,021 (3,016)
52412014 493 30 463 (2,553)
5/25/2014 493 63 430 (2,123)
5/26/2014 493 28 465 (1,658)
5/27/2014 493 62 431 (1,227)
5/28/2014 493 29 464 (763)
5/29/2014 493 61 432 (331)
5/30/2014 493 32 461 130
5/31/2014 493 29 464 594
May Total 6,250 5,656 594

Page 1
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Customer 157
(A) (8) (9] (D) (E)
Monthly
Customer Customer Usage | Daily Imbalance Cumulative
Nomination (Dth) (Dth) (Dth) Imbalance (Dth)

12/1/2013 11 24 (13) (13)
12/2/2013 11 31 (20) (33)
12/3/2013 11 43 (32) (65)
12/4/2013 11 57 (46) (111)
12/5/2013 11 68 (57) (168)
12/6/2013 11 72 (61) (229)
12/7/2013 11 58 (47) (276)
12/8/2013 11 51 (40) (316)
12/9/2013 11 64 (53) (369)
12/10/2013 11 60 (49) (418)
12/11/2013 11 58 (47) (465)
12/12/2013 11 61 (50) (515)
12/13/2013 11 59 (48) (563)
12/14/2013 11 52 (41) (604)
12/15/2013 11 55 (44) (648)
12/16/2013 11 59 (48) (696)
12/17/2013 11 53 (42) (738)
12/18/2013 11 47 (36) (774)
12/19/2013 11 45 (34) (808)
12/20/2013 11 44 (33) (841)
12/21/2013 11 40 (29) (870)
12/22/2013 11 46 (35) (905)
12/23/2013 11 43 (32) (937)
12/24/2013 11 44 (33) (970)
12/25/2013 11 48 (37) (1,007)
12/26/2013 11 50 (39) (1,046)
12/27/2013 11 46 (35) (1,081)
12/28/2013 11 44 (33) (1,114)
12/29/2013 11 43 (32) (1,146)
12/30/2013 b | 48 (37) (1,183)
12/31/2013 11 44 (33) (33)
1/1/2014 45 42 3 (30)
1/2/2014 45 44 1 (29)
1/3/2014 45 44 1 (28)
1/4/2014 45 42 3 (25)
1/5/2014 45 46 (1) (26)
1/6/2014 45 48 (3) (29)
1/7/2014 45 44 1 (28)
1/8/2014 45 42 3 (25)
1/9/2014 45 44 1 (24)
1/10/2014 45 37 8 (16)
1/11/2014 45 35 10 (6)
1/12/2014 45 37 8 2
1/13/2014 45 34 11 13
1/14/2014 45 35 10 23
1/15/2014 45 39 6 29
1/16/2014 45 39 6 35
1/17/2014 45 40 5 40

Page 2
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Customer 157
(A) (B) (8] (D) (E)
Monthly
Customer Customer Usage | Daily Imbalance Cumulative
Nomination (Dth) (Dth) (Dth) Imbalance (Dth)

1/18/2014 45 38 7 47
1/19/2014 45 39 6 53
1/20/2014 45 38 T G0
1/21/2014 45 39 6 66
1/22/2014 45 45 0 66
1/23/2014 45 40 5 71
1/24/2014 45 40 5 76
1/25/2014 45 37 8 84
1/26/2014 45 39 6 90
1/27/2014 45 41 4 94
1/28/2014 45 37 8 102
1/29/2014 45 40 5 107
1/30/2014 45 40 5 112
1/31/2014 45 40 5 5
2/1/2014 42 38 4 9
2/2/2014 42 42 0 9
2/3/2014 42 44 (2) 7
2/4/2014 42 48 (6) 1
2/5/2014 42 48 (6) (5)
2/6/2014 42 43 (1) (6)
2/7/2014 42 38 4 (2)
2/8/2014 42 33 9 7
2/9/2014 42 36 6 13
2/10/2014 42 37 5 18
2/11/2014 42 35 7 25
2/12/2014 42 38 4 29
2/13/2014 42 30 12 41
2/14/2014 42 30 12 53
2/15/2014 42 18 24 77
2/16/2014 42 26 16 93
2/17/2014 42 31 11 104
2/18/2014 42 28 14 118
2/19/2014 42 34 8 126
2/20/2014 42 35 7 133
2/21/2014 42 31 11 144
2/22/2014 42 28 14 158
2/23/2014 42 21 21 179
2/24/2014 42 16 28 205
2/25/2014 42 11 31 236
2/26/2014 42 11 31 267
2/27/2014 42 32 10 277
2/28/2014 42 21 21 298

Page 3
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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. If
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 partics 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. If 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 cach 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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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.

I'he 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 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. 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. 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 if the trading partners are unable to
finalize their trade afier 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 if 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. If 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, cach 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 $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
O 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

If a customer terminates transportation service, any supply imbalances will be treated as if
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 afier service termination

for a 15-day period.
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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. If
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
cquipment 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 ¢) 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 provide notice of such restriction, to each affected nominating party not
less than two hours prior to the lastfirst nomination deadline for the affected period or as soon as
reasonably practicable, to the extent system integrity or upstream allocations allow. If 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
$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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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.
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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 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. 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. 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 if 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 if 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. If 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 $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
0 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

If a customer terminates transportation service, any supply imbalances will be treated as if
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.
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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. If
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 ¢) 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 provide notice of such restriction, to each affected nominating party not
| less than two hours prior to the lastfirst nomination deadline for the affected period or as soon as
reasonably practicable, to the extent system integrity or upstream allocations allow. If 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, afier 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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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.

on-the-tenth-business-day-following the Jast-day-of the-netice:

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 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. 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. 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 if 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 if 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. If 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 $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 commaodity 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

If a customer terminates transportation service, any supply imbalances will be treated as if
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.
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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. If
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 ¢) 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 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. If 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

(€))] 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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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.

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. 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. 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 if 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 if 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. If 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:

(N 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 $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 countics—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

If a customer terminates transportation service, any supply imbalances will be treated as if
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 afier service termination
for a 15-day period.
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L INTRODUCTION

Please state your name and business address.

My name is William F. Schwarzenbach. My business address is 333 South State Street,

Salt Lake City, Utah.

Did you previously file testimony in this case?

Yes.

What is the purpose of your Surrebuttal Testimony?

The purpose of my Surrcbuttal Testimony is to respond to the rebuttal testimony offered
by Mr. Higgins and Mr. Medura. 1 will 1) explain how transportation customers use
Questar Gas’ transportation capacity when they are out of balance and why this should be
included in the transportation imbalance charge rate calculation; 2) show how allowing
each Agent' to nominate in aggregate would adversely impact the Company’s ability to
manage transportation customers; 3) explain the Agents’ role and responsibilities as the
“supplier” for their customers and; 4) provide cvidence that a 5% tolerance level is

appropriate and a greater tolerance level would cause harm to sales service customers.

IL. TRANSPORTATION CUSTOMERS’ USE OF QUESTAR GAS’
TRANSPORTATION CAPACITY

Mr. Higgins suggests that “What both Mr, Mierzwa and the Company overlook in
this discussion is that transportation customers are already responsible for covering
their own transportation costs on the interstate pipeline” (Higgins Rebuttal, lines

155-157). Do you agree?

No. The Company acknowledges that transportation customers pay for and utilize their
own transportation capacity to deliver natural gas supplies to the Questar Gas system.

However, when transportation customers do not deliver the correct amount of gas to

"I intend that the term “Agent” will have the same meaning set forth in my Rebuttal Testimony, QGC Exhibit 2.0R.
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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 of 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 of its daily usage the Company must adjust
31 the use of its own transportation capacity to manage the excess gas.
32 The cost of this transportation capacity is currently being paid for entircly by the sales
33 customers. As transportation customers are using this upstream transportation service, it
34 is appropriate that they should pay for it.
35 III.  AGGREGATION

36 Q. What positions have Mr. Higgins and Mr. Medura taken in relation to aggregation?

37 A, Mr. Higgins testifies that a task force should consider “mechanisms by which daily
38 balancing can be implemented at the supplier level” (Higgins Rebuttal, lines 92-93).

39 Mr. Medura states that “an agent’s aggregate volume is more easily balanced on a daily
40 basis than at the individual customer level” (Medura Rebuttal, lines 33-34).

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 2.0R, lines 31-59, Questar Gas

44 needs cach 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 limit their usage to
51 match their confirmed nomination (Scheduled Quantity) for the day.
52 Each customer needs to have an accurate nomination so that they have enough gas to use
53 in this situation. Usage in excess of their confirmed nomination will result in the use of
54 supplies meant for Questar Gas® sales customers. This could create a situation of
55 inadequate supply availability for sales customers and result in the need to curtail firm
56 sales customers.
57 During a supply curtailment, penaltics are 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 of potential harms including the need to
62 “potentially shut in cost-of-service production™ (Wheelwright Direct, lines 52-82). This
63 testimony was not rcbutted.

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 limit system flexibility,
67 each customer needs to respond to the Company’s call to restrict usage to match their
68 Scheduled Quantity. If nominations are managed in aggregate at the Agent level, the
69 Company will have no Scheduled Quantity to communicate to each transportation
70 customer. The Company will have to communicate the aggregated supply limitation to
71 the Agent. The Agent could then choose to absorb the financial consequence of
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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A. In the event of supply disruptions, Questar Gas may not have the ability to provide supply

for the transportation customers that have not provided enough gas to the Questar Gas
system. If the Agents choose to absorb the penalty instead of requiring transportation
customers to limit 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 of curtailment events or the charges and penalties that result when their
customers fail to curtail when directed to do so. Following recent curtailment events, a
number of Agents contacted the Company and requested that future curtailment events be
handled through them so that their customers would never be informed of 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.  ROLES AND RESPONSIBILITIES OF THE AGENTS

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 of gas delivered to the Company's system from any upstream
pipeline less fuel reimbursement and its usage of gas at its premises. If 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 of 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 cach of their customers on a daily basis.
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Q. Mr. Higgins suggests that not allowing aggregation would result in “no

acknowledgment or role for gas suppliers in such a regime” (Higgins Rebuttal, lines
86-87). Do you agree?

No. The Agents will continue to have the same roles and responsibilities that they have
always had, even if the proposed changes in this docket are approved. Each Agent takes
on the role of “supplier” and must provide gas supply for each of their customers. The
current process allows cach Agent to deliver gas from upstream pipelines to the Questar
Gas system on behalf of each of their customers. Agents can consider all of their
customers in aggregate when purchasing and transporting their supplies to the city gate.
This role will not be changed. The only difference will be that the customers will choose
to either manage nominations so they do not use Questar Gas’ contracted upstrcam

services, or pay the costs associated with the services they use.
V. 5% TOLERANCE

In his testimony, Mr. Medura states that he believes “the 5% tolerance may be too

restrictive” (Medura Rebuttal, lines 37-38). How do you respond?

As, explained in my rebuttal testimony in QGC Exhibit 2.0R, lines 167-170, the 5%
tolerance is not a restriction. The Company’s proposal will allow the transportation
customers to continue to utilize the Company’s contracted no-notice transportation,
transportation and storage scrvices, when available, to assist in managing daily

imbalances.

Why does the Company want to limit the tolerance to 5%?

As explained in my rebuttal testimony in QGC Exhibit 2.0R, lines 208-215, and Mr.
Mendenhall’s rebuttal testimony in QGC Exhibit 1.0R, lines 159-168, transportation
customers will be using the no-notice transportation, transportation and storage services
any time their nomination differs from their usage (no tolerance). Questar Gas believes

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 purposc of commodity balancing. Tariff Section 5.09
132 already provides that “The Company will allow + 5% of 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 will have an economic
137 incentive to make accurate nominations on a daily basis. One of the purposes of the
138 imbalance charge is to provide this incentive to the customer in order to promote
139 communication of expected usage to their Agents. Mr. Swenson confirms that, if 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 will likely
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 “CIMA’s customers can and do provide us with
148 a daily nomination that is within 5% of their actual usage” (Medura Rebuttal, lines 26-
149 27). Those customers who cannot, or will 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. O
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aufmn Customer Agency Assignment Agreement
Gas

Date:

Customer:

Service to be used at:

I, Customer agrees to have (Agent) located at

serve as its agent in conducting transactions associated with Questar Gas Company's (Com-
pany) nomination/confirmation system (QuestLine™).

2 Customer agrees to be bound by any action under Section 4 taken on Questl.ine™ by Agent
for customer.

3. Customer also agrees to allow Company to provide to Agent an access code for
Questl.ine™, The vuse and security of this code will remain the responsibility of Customer.
Upon termination of this Agreement or Agent’s agency, Company will terminate Agent’s
access to customer’s account.

4. Customer agrees to allow Agent to have the ability to (Check all that apply):

Nominate gas for Customer, including make-up gas for imbalances.
__Trade imbalances for Customer.

F This Agreement will remain in force until terminated by Customer or Company upon written
notice to the other party. 1f Company terminates for other than Customer’s breach of this
Agreement, Company will provide such cooperation and assistance as Customer may
reasonably need until there is a replacement for Agent.

6. Company shall not be liable for any damages incurred by Customer due to the acts of Agent.

Customer: Company:
Questar Gas Company

By: i By: _ . it
i s & = e Susan Davis

Printed Name Director, Marketing

Title o 4
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QUESTAR
Gas

QuestLine™ Access Agreement

THIS AGREEMENT is entered into this day of , between QUESTAR GAS COMPANY
(Questar Gas), 333 S. State Street, P.O. Box 45433, Salt Lake City, UT 84145-0433 and
(Shipper).

The Parties represent as follows:

A. Questar Gas has established an interactive electronic nominations/confirmations system known as QuestLine
(QuestLine). QuestLine 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 others using QuestLine.
Shipper understands that by using QuestLine 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 Questar 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 Questar 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 will 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 QuestLine. Each QuestLine user must have his/her own Access Code. Shipper will be bound by
any transaction conducted on QuestLine 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 QuestLine 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.management(@questar.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 Questar 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 lcast one
calendar week prior to changing marketers/gas suppliers by providing written notice along with a
replacement Exhibit B to Questar Gas at account.management(@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 Questar 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 Questar Gas’ Tariff. Shipper
agrees, by its signature on this Agreement, that each transaction on QuestLine specifically incorporates
Questar Gas's Tariff as it now exists or as it may exist in the future.
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10.

1.

12.

13.

14,

By executing this Agreement, Shipper agrees that use of Shipper’s Access Codes together with any
confirmation of a Contract will constitute an executed writing. Shipper hereby waives any statute of frauds
defense to the enforceability of any Contract arising from the use of QuestLine.

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.

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 Questar Gas is notified by
email at account.management(@gquestar.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 Questar 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
Questar Gas.

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 the
information contained on QuestLine may not be resold in whole or in part or otherwise commercially
exploited by Shipper.

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.questargas.com.

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.

This Agreement shall commence on the date of execution and shall continue, in full force and effect, until
terminated. Questar Gas may terminate Shipper’s access to QuestLine, with or without notice, with or
without cause, for any reason including but not limited to violations of this Agreement, failure to honor any
Contract entered into through QuestLine, failure to pay amounts owed to Questar Gas, or termination of an
agreement between Questar Gas and Shipper for transportation service. Shipper may terminate this
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 the use of
QuestLine upon termination of this Agreement.

Shipper further agrees that Questar Gas may modify or limit QuestLine at any time and without notice.

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 the availability of the information regardless of the form of the action, whether in contract or
tort.
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15. Questar 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 Questar Gas’ control and which by the exercise of
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. Questar 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, and
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 QuestLine, 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 Questar 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 Questar 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 TarifT, 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. If Shipper receives transportation service from Questar 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 are 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 other Party of any of the provisions of this Agreement. Further, the 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 the 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,

23,

24,

25,

26.

27.

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 will notify
Questar Gas of the decatherm 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.
If a trading partners’ notice coincides, within the trading period, Questar Gas will adjust Shipper’s account
to reflect the imbalance trade. When notices do not coincide, imbalances will not be considered traded.

If 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.

Shipper’s obligations to defend and indemnify, as more fully set forth herein, shall survive the termination
of this Agreement and shall continue thereafter.

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:

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.management(@gquestar.com

Notice shall be deemed given upon receipt.

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 of 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.

Each person signing this Agreement 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.

THIS AGREEMENT is entered into by the authorized representatives of the Parties whose signatures appear below.

155748

Shipper: Company:
Questar Gas Company
By: By:
Susan Davis
Printed Name Director, Account and Community Relations
Title
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A
- Exhibit A

The following designees shall be granted access to QuestLine and Authority to transact business on QuestLine on
behalf of . [Shipper name],

[Shipper business address]:

User # rc e: Ad r

Name:
E-mail address:
Telephone Number:

User #2. ne: A ither

Name: — . S

E-mail address: . a4 AR
Telephone Number:

User #3. (Ci : A let er

Name: ok

E-mail address:

Telephone Number:
User #4. (Circle One: Added/Deleted/Neither)

Name:
E-mail address:
Telephone Number:

User #5. (Circle One: Added/Deleted/Neither)

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
Title
Effective Date






Exhibit B
The following is the designated marketer/gas supplier for
name|,

[Shipper business address]:
Company:

Contact Person:
Address:

Telephone: _” - _—_
Facsimile: i
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 NanTé_ )
Tite
Effective Date
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      BEFORE THE PUBLIC SERVICE COMMISSION OF UTAH

                          * * *

In the Matter of the Application

of Questar Gas Company to Make
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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
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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.

0028

 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

0051

 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.

0061

 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

0074

 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

0079

 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,

0089

 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

0096

 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.

0119

 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,

0130

 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.
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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."

0159

 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

0177

 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
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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
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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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		318						LN		10		8		false		            8             MS. CLARK:  The Company would just rely on what				false

		319						LN		10		9		false		            9   was submitted in its pleading and has nothing to add.				false

		320						LN		10		10		false		           10   Thank you.				false

		321						LN		10		11		false		           11             CHAIRMAN LAVAR:  Okay.  Ms. Schmid?				false

		322						LN		10		12		false		           12             MS. SCHMID:  The Division, too, will rely upon				false

		323						LN		10		13		false		           13   what is stated in its pleading.				false

		324						LN		10		14		false		           14             CHAIRMAN LAVAR:  Okay.  Thank you.				false

		325						LN		10		15		false		           15             Mr. Williams?				false

		326						LN		10		16		false		           16             MR. WILLIAMS:  Yes.				false

		327						LN		10		17		false		           17             CHAIRMAN LAVAR:  Would you like to add anymore				false

		328						LN		10		18		false		           18   to the response we received yesterday?				false

		329						LN		10		19		false		           19             MR. WILLIAMS:  I did submit a response				false

		330						LN		10		20		false		           20   yesterday.  I think that it fairly clearly states our				false

		331						LN		10		21		false		           21   argument.  I do want to make a point of one mistake that				false

		332						LN		10		22		false		           22   I did make which was the date on that.				false

		333						LN		10		23		false		           23             On that I actually put today's date on there				false

		334						LN		10		24		false		           24   by mistake when it was actually filed yesterday.				false

		335						LN		10		25		false		           25             CHAIRMAN LAVAR:  Okay.  Do either Mr. Dodge				false

		336						PG		11		0		false		page 11				false

		337						LN		11		1		false		            1   or -- and I'm sorry.  I didn't write your name down when				false

		338						LN		11		2		false		            2   you said it.				false

		339						LN		11		3		false		            3             MR. COOK:  Jeremy Cook.				false

		340						LN		11		4		false		            4             CHAIRMAN LAVAR:  Jeremy Cook.  Okay.				false

		341						LN		11		5		false		            5             Do either of you have any comment on the				false

		342						LN		11		6		false		            6   pending motion?				false

		343						LN		11		7		false		            7             MR. DODGE:  If I might -- and you know me.				false

		344						LN		11		8		false		            8   I can't -- I can't pass up an opportunity to talk.				false

		345						LN		11		9		false		            9             I guess I would just point out that although				false

		346						LN		11		10		false		           10   it's probably obvious to those of us who are here on a				false

		347						LN		11		11		false		           11   regular basis what the Commission means when it says				false

		348						LN		11		12		false		           12   in the scheduling order, direct rebuttal, sir rebuttal,				false

		349						LN		11		13		false		           13   it isn't necessarily obvious to people who aren't here on				false

		350						LN		11		14		false		           14   a regular basis.  And this was a very unusual scheduling				false

		351						LN		11		15		false		           15   order in that it went Company and intervenors, then				false

		352						LN		11		16		false		           16   Division and Office and then rebuttal and surrebuttal.				false

		353						LN		11		17		false		           17             It may behoove us in the future as I know in				false

		354						LN		11		18		false		           18   some scheduling orders this Commission has done in the				false

		355						LN		11		19		false		           19   past to actually state, response to testimony filed on				false

		356						LN		11		20		false		           20   this date is due, responsive testimony filed on that date				false

		357						LN		11		21		false		           21   is due as opposed to just using the word "surrebuttal"				false

		358						LN		11		22		false		           22   and "rebuttal" because I believe as they pointed out in				false

		359						LN		11		23		false		           23   their brief that they believed they were filing to				false

		360						LN		11		24		false		           24   surrebuttal to rebuttal filed in what was called direct				false

		361						LN		11		25		false		           25   testimony.  So, I think it's easy to see the mistake and				false

		362						PG		12		0		false		page 12				false

		363						LN		12		1		false		            1   I think the Commission ought to recognize that those that				false

		364						LN		12		2		false		            2   don't practice here all the time may not have understood				false

		365						LN		12		3		false		            3   the order they were supposed to go in.				false

		366						LN		12		4		false		            4             CHAIRMAN LAVAR:  Thank you.				false

		367						LN		12		5		false		            5             MR. OLSEN:  Commissioner, if I may.  I just had				false

		368						LN		12		6		false		            6   one thing.  The Office did not mean to repute any kind of				false

		369						LN		12		7		false		            7   ill motive to Mr. McGarvey.  It was simply the result of				false

		370						LN		12		8		false		            8   how he did some things that created the problem for us.				false

		371						LN		12		9		false		            9             CHAIRMAN LAVAR:  Mr. Cook, did you have				false

		372						LN		12		10		false		           10   anything else to add?				false

		373						LN		12		11		false		           11             MR. COOK:  I don't have anything, Commissioner.				false

		374						LN		12		12		false		           12             MR. WILLIAMS:  Let me just respond real				false

		375						LN		12		13		false		           13   quickly.  We believe that we actually followed the order				false

		376						LN		12		14		false		           14   as it was written as I stated in the brief.				false

		377						LN		12		15		false		           15             Very specifically, I went back to look at the				false

		378						LN		12		16		false		           16   order to make sure that what the order actually said is				false

		379						LN		12		17		false		           17   what it -- what we did.  And we do believe that we				false

		380						LN		12		18		false		           18   followed the order as it was written.				false

		381						LN		12		19		false		           19             CHAIRMAN LAVAR:  Let me just see if we need a				false

		382						LN		12		20		false		           20   moment to deliberate.				false

		383						LN		12		21		false		           21             (Discussion off the record)				false

		384						LN		12		22		false		           22             CHAIRMAN LAVAR:  We're going to deny the motion				false

		385						LN		12		23		false		           23   to strike.  The filing of written testimony certainly				false

		386						LN		12		24		false		           24   improves the efficiency and the process that we use to				false

		387						LN		12		25		false		           25   get through our hearings.				false

		388						PG		13		0		false		page 13				false

		389						LN		13		1		false		            1             We don't see this issue as one that is a legal				false

		390						LN		13		2		false		            2   basis for the exclusion of evidence in this hearing.				false

		391						LN		13		3		false		            3             However, we recognize the issues raised by				false

		392						LN		13		4		false		            4   those who raised the objections.  And so, what we're				false

		393						LN		13		5		false		            5   going to allow is the applicant, the Division, and the				false

		394						LN		13		6		false		            6   Office may have any of their witnesses address the issues				false

		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

		399						LN		13		11		false		           11   issue.  Thank you.				false

		400						LN		13		12		false		           12             MR. OLSEN:  Thank you.				false

		401						LN		13		13		false		           13             MS. SCHMID:  Thank you.				false

		402						LN		13		14		false		           14             CHAIRMAN LAVAR:  The only other clearing matter				false

		403						LN		13		15		false		           15   I'm aware of is order of presentations and order of				false

		404						LN		13		16		false		           16   cross-examinations.				false

		405						LN		13		17		false		           17             It seems there might be some benefit in this				false

		406						LN		13		18		false		           18   case in the interest of keeping parties with similar				false

		407						LN		13		19		false		           19   positions presenting and cross-examining consequentially				false

		408						LN		13		20		false		           20   to have the order of presentations be the applicant first				false

		409						LN		13		21		false		           21   then the Office of Consumer Services then the Division of				false

		410						LN		13		22		false		           22   Public Utilities.				false

		411						LN		13		23		false		           23             And then we also need to deal with what order				false

		412						LN		13		24		false		           24   the other intervenors will go in, but with respect to				false

		413						LN		13		25		false		           25   this matter, are there any thoughts or objections to that				false

		414						PG		14		0		false		page 14				false

		415						LN		14		1		false		            1   order of presentation?				false

		416						LN		14		2		false		            2             MR. OLSEN:  We'll be happy to comply with that.				false

		417						LN		14		3		false		            3             MS. SCHMID:  The Division is fine with it as				false

		418						LN		14		4		false		            4   well.				false

		419						LN		14		5		false		            5             CHAIRMAN LAVAR:  Okay.  Mr. Dodge,				false

		420						LN		14		6		false		            6   Mr. Williams, and Mr. Cook, in terms of order of				false

		421						LN		14		7		false		            7   presentation for the other intervening parties --				false

		422						LN		14		8		false		            8             You mentioned you have one on the phone with				false

		423						LN		14		9		false		            9   some time limitations.				false

		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
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		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
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		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
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		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

		926						LN		33		18		false		           18   upstream services and he said there would be no need				false

		927						LN		33		19		false		           19   but we might have more restrictions?				false

		928						LN		33		20		false		           20             Does that sound about right?				false

		929						LN		33		21		false		           21        A.   I believe I read that data request.				false

		930						LN		33		22		false		           22        Q.   Okay.  So, assuming Mr. Schwarzenbach is				false

		931						LN		33		23		false		           23   correct, you wouldn't buy these services if you only had				false

		932						LN		33		24		false		           24   transportation, but there may be other restrictions you'd				false

		933						LN		33		25		false		           25   have to deal with; right?				false
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		935						LN		34		1		false		            1        A.   Correct.				false

		936						LN		34		2		false		            2        Q.   Is it a fair statement to say that				false

		937						LN		34		3		false		            3   transportation customers have never asked you to go buy				false

		938						LN		34		4		false		            4   upstream balancing services or transportation or other				false

		939						LN		34		5		false		            5   services on their behalf?				false

		940						LN		34		6		false		            6        A.   Yes.  But they have used them.				false

		941						LN		34		7		false		            7        Q.   So, this case, then, in your mind turns on use,				false

		942						LN		34		8		false		            8   not on your traditional cost incurrence, cost causation				false

		943						LN		34		9		false		            9   type allocation of cost; is that a fair statement?				false

		944						LN		34		10		false		           10        A.   Well my rate is based on typical pipeline rate				false

		945						LN		34		11		false		           11   design principles.  So, I think it is cost based.				false

		946						LN		34		12		false		           12   We're proposing to charge transportation customers for				false

		947						LN		34		13		false		           13   the cost that they would be paying if they were going out				false

		948						LN		34		14		false		           14   on Questar Pipeline and using the same services.				false

		949						LN		34		15		false		           15        Q.   Which they've never asked for?				false

		950						LN		34		16		false		           16        A.   Correct.				false

		951						LN		34		17		false		           17        Q.   So, and again, no incremental costs.				false

		952						LN		34		18		false		           18             And normally, in regulatory proceedings,				false

		953						LN		34		19		false		           19   we're allocating cost based on who causes the cost				false

		954						LN		34		20		false		           20   to be incurred; correct?				false

		955						LN		34		21		false		           21        A.   Well, there would be incremental costs.  In a				false

		956						LN		34		22		false		           22   lot of cases when Questar Gas uses its contracts either				false

		957						LN		34		23		false		           23   at the basin or on the transportation contract, you've				false

		958						LN		34		24		false		           24   got fuel.  You've got injection/withdrawal costs.  Those				false

		959						LN		34		25		false		           25   are actually incremental costs that are being paid				false
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		961						LN		35		1		false		            1   because of those imbalances.				false

		962						LN		35		2		false		            2        Q.   Well, we can talk about that later, but in				false

		963						LN		35		3		false		            3   terms of you buying the services, you've testified you				false

		964						LN		35		4		false		            4   would buy all of the same services regardless of				false

		965						LN		35		5		false		            5   transportation costs?				false

		966						LN		35		6		false		            6        A.   Correct.				false

		967						LN		35		7		false		            7        Q.   So, we're addressing this from a slightly				false

		968						LN		35		8		false		            8   different perspective than we're used to in this				false

		969						LN		35		9		false		            9   Commission; right?  We're talking about the value or the				false

		970						LN		35		10		false		           10   use of services never asked for but provided by the				false

		971						LN		35		11		false		           11   utility.  Is that a fair statement?				false

		972						LN		35		12		false		           12        A.   Well, in my view the value and the cost are the				false

		973						LN		35		13		false		           13   same.  I mean, we've got someone using services.  And				false

		974						LN		35		14		false		           14   what I've tried to do is attribute the cost of those				false

		975						LN		35		15		false		           15   services to that customer to reimburse the sales				false

		976						LN		35		16		false		           16   customers for the services that the transportation				false

		977						LN		35		17		false		           17   customer is using.				false

		978						LN		35		18		false		           18             MR. DODGE:  And we'll go into that in a minute.				false

		979						LN		35		19		false		           19   I'm going to ask the Commission if I might have an				false

		980						LN		35		20		false		           20   indulgence.  I think because this is an issue that we				false

		981						LN		35		21		false		           21   don't deal with very often before the Commission, I'd				false

		982						LN		35		22		false		           22   like to apply my very poor artistic talents and do a				false

		983						LN		35		23		false		           23   little graph on a chart with the chairman's permission --				false

		984						LN		35		24		false		           24             CHAIRMAN LAVAR:  Yes.				false

		985						LN		35		25		false		           25             MR. DODGE:  -- and then ask Mr. Mendenhall a				false
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		987						LN		36		1		false		            1   few questions about it.  And subject to your direction,				false

		988						LN		36		2		false		            2   Mr. Chairman, I would think that maybe right here would				false

		989						LN		36		3		false		            3   be the least ...				false

		990						LN		36		4		false		            4             MS. CLARK:  If you could move it a tiny bit				false

		991						LN		36		5		false		            5   back so Mr. Schwarzenbach and I could see as well.				false

		992						LN		36		6		false		            6             MR. DODGE:  Okay.  Does that work for				false

		993						LN		36		7		false		            7   everybody?				false

		994						LN		36		8		false		            8             (No verbal response)				false

		995						LN		36		9		false		            9   BY MR. DODGE:				false

		996						LN		36		10		false		           10        Q.   I think it's important for us all to understand				false

		997						LN		36		11		false		           11   what we're talking about, Mr. Mendenhall.  I'm just going				false

		998						LN		36		12		false		           12   to draw a very simplistic drawing of the Questar				false

		999						LN		36		13		false		           13   Pipeline, Questar Gas system and talk about the services				false

		1000						LN		36		14		false		           14   we're discussing?				false

		1001						LN		36		15		false		           15             And I'm going to start up here and I'm going to				false

		1002						LN		36		16		false		           16   simplify your system dramatically and say that there are				false

		1003						LN		36		17		false		           17   three groups of customers; transportation customer one,				false

		1004						LN		36		18		false		           18   transportation customer two, and Questar Gas; okay?				false

		1005						LN		36		19		false		           19             Each of those secures gas in the field, and I				false

		1006						LN		36		20		false		           20   won't draw the upstream gas coming in, but they, each of				false

		1007						LN		36		21		false		           21   them then nominates a volume of gas in the Questar				false
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		1009						LN		36		23		false		           23        A.   Correct.				false

		1010						LN		36		24		false		           24        Q.   And over here I'm going to draw Clay Basin just				false
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		1015						LN		37		3		false		            3   delivered to it and Questar Gas Company; correct?				false
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		1017						LN		37		5		false		            5        Q.   And then Questar Gas Company delivers the gas				false

		1018						LN		37		6		false		            6   delivered to it down to the actual burner tips for				false

		1019						LN		37		7		false		            7   customers T-1, T-2, and here there are 900,000; right --				false
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		1021						LN		37		9		false		            9        Q.   -- to the QGC sales customer.  Sorry.  I don't				false

		1022						LN		37		10		false		           10   write very well.  Okay.  Now, I'm going to make up some				false

		1023						LN		37		11		false		           11   numbers to kind of illustrate the next question I wanted				false

		1024						LN		37		12		false		           12   to ask you.  Let's assume on a given day that -- and I'm				false

		1025						LN		37		13		false		           13   going to make up units that make no sense but there are				false

		1026						LN		37		14		false		           14   easy to deal with.				false

		1027						LN		37		15		false		           15             Let's assume on a given day Questar Gas Company				false

		1028						LN		37		16		false		           16   nominates 100 units of gas and transportation customer				false

		1029						LN		37		17		false		           17   one nominates 15 and two nominates 35 for a collective				false

		1030						LN		37		18		false		           18   nomination into the Questar Pipeline system for delivery				false

		1031						LN		37		19		false		           19   to Questar Gas of 150 units; okay?				false

		1032						LN		37		20		false		           20        A.   Okay.				false

		1033						LN		37		21		false		           21        Q.   Let's assume that all that gas shows up and				false

		1034						LN		37		22		false		           22   there are no restrictions down the pipeline, so it all				false

		1035						LN		37		23		false		           23   shows up at the city gates; okay?				false

		1036						LN		37		24		false		           24             On any given day, what these customers burn				false

		1037						LN		37		25		false		           25   is going to be different from that every day; right?				false
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		1040						LN		38		2		false		            2        Q.   And let's pretend for this purpose that				false

		1041						LN		38		3		false		            3   transportation customer one burns only 13 of the 15 that				false

		1042						LN		38		4		false		            4   it nominated meaning there's a surplus in the system of				false

		1043						LN		38		5		false		            5   two, a two-unit over delivery or imbalance; right?				false
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		1045						LN		38		7		false		            7        Q.   And I'm going to round, but that's roughly a				false

		1046						LN		38		8		false		            8   13 percent over delivery for that particular customer.				false

		1047						LN		38		9		false		            9   T-2, let's say it delivers 34 or it burns 34 of the 35				false

		1048						LN		38		10		false		           10   that it nominated leaving a one unit -- or, excuse me,				false

		1049						LN		38		11		false		           11   a one-unit over delivery which is roughly three percent.				false
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		1051						LN		38		13		false		           13   collectively burn 93 of the hundred units leaving a				false

		1052						LN		38		14		false		           14   seven.  On this day we're saying everyone was over				false

		1053						LN		38		15		false		           15   delivering.  We all used less than we expected to use.				false

		1054						LN		38		16		false		           16   So, it's a plus seven over delivery which again is				false

		1055						LN		38		17		false		           17   roughly 70 percent for Questar Gas.				false
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		1058						LN		38		20		false		           20   Company has bought services on Questar Pipeline in the				false

		1059						LN		38		21		false		           21   form of no-notice service, firm transportation, and				false

		1060						LN		38		22		false		           22   storage, because of that -- I forgot to add -- these add				false
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		1107						LN		40		17		false		           17             What we're talking about is the upstream				false
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		1134						LN		41		18		false		           18   true as to the GS customers?  In other words, for a GS				false
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		1138						LN		41		22		false		           22   whatever.  And so, they're willing to pay for these				false
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		1140						LN		41		24		false		           24             And they are somewhat expensive, right, the				false

		1141						LN		41		25		false		           25   upstream services, so that they don't have to worry about				false

		1142						PG		42		0		false		page 42				false

		1143						LN		42		1		false		            1   it and Questar Gas doesn't have to worry about balancing				false
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		1146						LN		42		4		false		            4        A.   So, you need those services to take care of				false
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		1153						LN		42		11		false		           11        Q.   Isn't it critical if your theory is this is not				false

		1154						LN		42		12		false		           12   cost incurrence but use or fairness or value, isn't it				false

		1155						LN		42		13		false		           13   critical that you know what is it worth to these				false

		1156						LN		42		14		false		           14   customers to have you do this for them than to look at				false

		1157						LN		42		15		false		           15   what the value is to your Questar Gas customers to have				false
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		1160						LN		42		18		false		           18   sales or all the sales customers have paid for, and so				false
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		1165						LN		42		23		false		           23        A.   Well, then I guess they could go out and find				false

		1166						LN		42		24		false		           24   some other way to manage their balances.				false
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		1180						LN		43		12		false		           12   have a clue what they're burning as it's happening;				false
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		1185						LN		43		17		false		           17   this is seven or some different number; right?				false
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		1189						LN		43		21		false		           21   and say the rest is your GS customers; right?				false
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		1210						LN		44		16		false		           16        A.   For sales customers it does not because				false
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		1217						LN		44		23		false		           23        Q.   And so, to deal with this part of the system,				false
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		1303						LN		48		5		false		            5   and T-2 customers would have the benefit of this five				false

		1304						LN		48		6		false		            6   percent imbalance if Questar Gas Company left them to				false

		1305						LN		48		7		false		            7   their own devices instead of using their Questar Pipeline				false

		1306						LN		48		8		false		            8   upstream services to serve them.				false

		1307						LN		48		9		false		            9             Do you disagree with that?				false

		1308						LN		48		10		false		           10        A.   I still think -- Questar Gas has to -- it				false

		1309						LN		48		11		false		           11   balances every single day.  And so, I guess the way the				false

		1310						LN		48		12		false		           12   system's set up, those transportation customers aren't				false

		1311						LN		48		13		false		           13   left to their own devices with Questar Pipeline.  They				false

		1312						LN		48		14		false		           14   rely on the operator Questar Gas to bring them into				false

		1313						LN		48		15		false		           15   perfect balance every day.				false

		1314						LN		48		16		false		           16        Q.   That's because you've chosen that for them.				false

		1315						LN		48		17		false		           17   You've forced that upon them, not because they need it.				false

		1316						LN		48		18		false		           18   If they could balance with Questar Pipeline within the				false

		1317						LN		48		19		false		           19   five percent, they wouldn't need those services;				false

		1318						LN		48		20		false		           20   would they?				false

		1319						LN		48		21		false		           21        A.   Well, T-1 would because it's 13 percent out of				false

		1320						LN		48		22		false		           22   balance.  So they need the services on that given day.				false

		1321						LN		48		23		false		           23        Q.   For the delta above five percent?				false

		1322						LN		48		24		false		           24        A.   Correct.				false

		1323						LN		48		25		false		           25        Q.   Okay.  But they would have a five percent				false

		1324						PG		49		0		false		page 49				false

		1325						LN		49		1		false		            1   imbalance tolerance there; right?				false

		1326						LN		49		2		false		            2             So, when you say this is the value to them,				false

		1327						LN		49		3		false		            3   isn't -- to understand the value to the TS customer,				false

		1328						LN		49		4		false		            4   not to your GS customers, the value of these services				false

		1329						LN		49		5		false		            5   to a TS customer, doesn't it depend upon their next				false

		1330						LN		49		6		false		            6   acceptable least cost alternative?				false

		1331						LN		49		7		false		            7             In other words, if you didn't do this for them,				false

		1332						LN		49		8		false		            8   what would they do?  And if they had a five percent				false

		1333						LN		49		9		false		            9   tolerance and then had to deal with potential				false

		1334						LN		49		10		false		           10   restrictions above the five percent, what if that's				false

		1335						LN		49		11		false		           11   a less costly and a more acceptable approach for TS				false

		1336						LN		49		12		false		           12   customers?  Are you giving them that option?				false

		1337						LN		49		13		false		           13        A.   No.				false

		1338						LN		49		14		false		           14        Q.   And are you familiar that some pipeline -- some				false

		1339						LN		49		15		false		           15   LVCs actually do give that option to their transportation				false

		1340						LN		49		16		false		           16   customers?  They give them an interruptible balancing				false

		1341						LN		49		17		false		           17   service, they give them a firm balancing service.				false

		1342						LN		49		18		false		           18             They offer services and different things to				false

		1343						LN		49		19		false		           19   allow them to decide what level of intolerance they're				false

		1344						LN		49		20		false		           20   willing to live with?				false

		1345						LN		49		21		false		           21        A.   I'm not familiar with what other LVCs are				false

		1346						LN		49		22		false		           22   doing.				false

		1347						LN		49		23		false		           23        Q.   So, in your view, even though this is not a				false

		1348						LN		49		24		false		           24   typical incremental cost incurrence allocation but a use				false

		1349						LN		49		25		false		           25   and a fairness type of an adjustment or a value				false

		1350						PG		50		0		false		page 50				false

		1351						LN		50		1		false		            1   adjustment, you don't think it's important to evaluate				false

		1352						LN		50		2		false		            2   what this is worth to the very customers you're claiming				false

		1353						LN		50		3		false		            3   to benefit?				false

		1354						LN		50		4		false		            4        A.   No, because what you're talking about here is a				false

		1355						LN		50		5		false		            5   hypothetical situation.  What really happens is Questar				false

		1356						LN		50		6		false		            6   Gas as the operator takes care of all of the balances				false

		1357						LN		50		7		false		            7   for all of the customers.  That's the way it works.				false

		1358						LN		50		8		false		            8             And so, because it takes care of all the				false

		1359						LN		50		9		false		            9   balances and because it has a no-notice upstream and				false

		1360						LN		50		10		false		           10   storage services, there is no five percent imbalance				false

		1361						LN		50		11		false		           11   on the system.				false

		1362						LN		50		12		false		           12             So, it's great that hypothetically we --				false

		1363						LN		50		13		false		           13   if they were left to their own devices, the pipeline				false

		1364						LN		50		14		false		           14   would give them five percent.				false

		1365						LN		50		15		false		           15             Well, what happens in actuality is those sales				false

		1366						LN		50		16		false		           16   customers would end up paying for that additional five				false

		1367						LN		50		17		false		           17   percent because there is no five percent wiggle room with				false

		1368						LN		50		18		false		           18   these services.  The services take care of all the				false

		1369						LN		50		19		false		           19   imbalances.				false

		1370						LN		50		20		false		           20        Q.   And that's because you've chosen to do it that				false

		1371						LN		50		21		false		           21   way?				false

		1372						LN		50		22		false		           22        A.   I don't know if that's because I have chosen to				false

		1373						LN		50		23		false		           23   do that way or if that's the way the tariff's written				false

		1374						LN		50		24		false		           24   or -- I actually don't know why it's done that way.				false

		1375						LN		50		25		false		           25   That may be a question for Mr. Schwarzenbach.  I'm not				false

		1376						PG		51		0		false		page 51				false

		1377						LN		51		1		false		            1   that familiar with the gas supply area.				false

		1378						LN		51		2		false		            2        Q.   You indicated that you do this as a balancing				false

		1379						LN		51		3		false		            3   service you're offering, but nowhere in your tariff does				false

		1380						LN		51		4		false		            4   it suggest you're offering a balance service to the				false

		1381						LN		51		5		false		            5   customers; right?				false

		1382						LN		51		6		false		            6        A.   No.  But in my tariff is the Division question				false

		1383						LN		51		7		false		            7   either in Section 5.01, I am allowed to receive				false

		1384						LN		51		8		false		            8   compensation for the upstream services that I provide.				false

		1385						LN		51		9		false		            9        Q.   Let's talk about that tariff.  That tariff is				false

		1386						LN		51		10		false		           10   addressing any program or penalties or payments that				false

		1387						LN		51		11		false		           11   Questar Pipline imposes on you because of imbalances				false

		1388						LN		51		12		false		           12   or other problems your customers cause; is it not?				false

		1389						LN		51		13		false		           13        A.   That's not the way I read it.				false

		1390						LN		51		14		false		           14        Q.   That's not how you read it?				false

		1391						LN		51		15		false		           15        A.   No.				false

		1392						LN		51		16		false		           16        Q.   Well, let's read it again.				false

		1393						LN		51		17		false		           17        A.   Okay.				false

		1394						LN		51		18		false		           18        Q.   That was in Section 5.01.				false

		1395						LN		51		19		false		           19        A.   Yeah, under the fees, costs, and charges				false

		1396						LN		51		20		false		           20   section.				false

		1397						LN		51		21		false		           21        Q.   "In the event the company incurs fees, charges				false

		1398						LN		51		22		false		           22        or costs as a result of transportation by an				false

		1399						LN		51		23		false		           23        upstream pipeline, the company will provide a				false

		1400						LN		51		24		false		           24        statement of those charges or costs."				false

		1401						LN		51		25		false		           25             That doesn't sound to you like if you incur a				false

		1402						PG		52		0		false		page 52				false

		1403						LN		52		1		false		            1   cost on Questar Pipeline that you can pass it on by				false

		1404						LN		52		2		false		            2   sending the statements and here's what we just bought				false

		1405						LN		52		3		false		            3   on Questar Pipeline for your behalf or the penalty we				false

		1406						LN		52		4		false		            4   just paid on your behalf for Questar Pipeline?				false

		1407						LN		52		5		false		            5        A.   I think it sounds like that, but I also think				false

		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
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		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
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		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
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		1621						LN		60		11		false		           11             Ultimately, that will be up to the Commission				false
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		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
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		1677						LN		62		15		false		           15        A.   I --				false
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		1682						LN		62		20		false		           20   they would like a five percent tolerance when the charge				false
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		1710						LN		63		22		false		           22             I'm going to ask you to kind of verify what I				false
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		1712						LN		63		24		false		           24        A.   Okay.				false

		1713						LN		63		25		false		           25        Q.   As I understand it, there are three primary				false

		1714						PG		64		0		false		page 64				false

		1715						LN		64		1		false		            1   components.  One is a volumetric rate.  And then you				false

		1716						LN		64		2		false		            2   multiply that by -- this is what I'm talking about.				false

		1717						LN		64		3		false		            3   There is no five percent.  100 percent of the net				false

		1718						LN		64		4		false		            4   transportation customer imbalances; right?				false

		1719						LN		64		5		false		            5        A.   Correct.				false

		1720						LN		64		6		false		            6        Q.   The net here is not net of sales customers				false

		1721						LN		64		7		false		            7   imbalances but only the transportation customers				false

		1722						LN		64		8		false		            8   aggregated together; right?				false

		1723						LN		64		9		false		            9        A.   Correct.				false

		1724						LN		64		10		false		           10        Q.   And this is component two.  And then you divide				false

		1725						LN		64		11		false		           11   that by the total transportation customer imbalances				false

		1726						LN		64		12		false		           12   over the test period; correct?				false

		1727						LN		64		13		false		           13        A.   Well, the total transportation customers				false

		1728						LN		64		14		false		           14   outside of five percent.				false

		1729						LN		64		15		false		           15        Q.   So, this is where the five percent comes in				false
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		1746						LN		65		6		false		            6   dekatherms; right?  9.1 million.  And that produces				false
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		1783						LN		66		17		false		           17   calculation to even up the nominations, what was				false

		1784						LN		66		18		false		           18   delivered into the system with what's burned, it nets				false

		1785						LN		66		19		false		           19   those.  It's the ten net.				false

		1786						LN		66		20		false		           20             So, if this had gone the opposite way, if this				false

		1787						LN		66		21		false		           21   had been a minus seven and this had been a plus three,				false

		1788						LN		66		22		false		           22   you would have just offset it by four; correct?				false

		1789						LN		66		23		false		           23        A.   Say that again.				false

		1790						LN		66		24		false		           24        Q.   Let's assume for a minute that instead of				false

		1791						LN		66		25		false		           25   Questar Gas over delivering, on this day let's pretend				false

		1792						PG		67		0		false		page 67				false

		1793						LN		67		1		false		            1   there was a negative seven, they burned more gas than				false

		1794						LN		67		2		false		            2   Questar Gas nominated for its sales customer.  There's a				false

		1795						LN		67		3		false		            3   minus seven, a plus one, a plus two.				false

		1796						LN		67		4		false		            4             It would end up with a minus four net,				false

		1797						LN		67		5		false		            5   and that's the number that would go back as an adjustment				false

		1798						LN		67		6		false		            6   into Clay Basin; right?				false

		1799						LN		67		7		false		            7        A.   Right.				false

		1800						LN		67		8		false		            8        Q.   So, his second calculation is that if you				false

		1801						LN		67		9		false		            9   change this number again, this 3.3, item number two,				false

		1802						LN		67		10		false		           10   if you adjust it in addition to that 1.5, if you add to				false

		1803						LN		67		11		false		           11   that the imbalances offset when they offset each other,				false

		1804						LN		67		12		false		           12   then his number dropped to 1.3 million dekatherms and his				false

		1805						LN		67		13		false		           13   revenue requirement again for both of these adjustments				false

		1806						LN		67		14		false		           14   together is $692,000 and the rate is seven seconds.				false

		1807						LN		67		15		false		           15             Do you accept those calculations or those				false

		1808						LN		67		16		false		           16   numbers from Mr. Higgins' testimony?				false

		1809						LN		67		17		false		           17        A.   Yes.				false

		1810						LN		67		18		false		           18        Q.   So, if one were to conclude that it's fair				false

		1811						LN		67		19		false		           19   to transportation customers to recognize a five percent				false

		1812						LN		67		20		false		           20   intolerance on Questar Gas and Questar Pipeline and only				false

		1813						LN		67		21		false		           21   charge above that, that rate would drop more than in				false

		1814						LN		67		22		false		           22   half?				false

		1815						LN		67		23		false		           23        A.   Correct.				false

		1816						LN		67		24		false		           24        Q.   If you also decide it's fair to recognize the				false

		1817						LN		67		25		false		           25   reality that sales and transportation customers offset				false

		1818						PG		68		0		false		page 68				false

		1819						LN		68		1		false		            1   each other, it would drop to .07 cents; right?				false

		1820						LN		68		2		false		            2        A.   Correct.				false

		1821						LN		68		3		false		            3        Q.   And then just to finish it, Mr. Higgins' third				false

		1822						LN		68		4		false		            4   adjustment was to this number, the volumetric rate,				false

		1823						LN		68		5		false		            5   52 cents; right?  Instead of 52 -- so, this is item				false

		1824						LN		68		6		false		            6   number three of the formula.				false

		1825						LN		68		7		false		            7             Instead of 52 cents which is made up of no				false

		1826						LN		68		8		false		            8   notice, transportation -- no-notice transportation,				false

		1827						LN		68		9		false		            9   firm transportation and storage, he said he didn't				false

		1828						LN		68		10		false		           10   believe the transportation component belongs; right?				false

		1829						LN		68		11		false		           11        A.   That's right.				false

		1830						LN		68		12		false		           12        Q.   Transportation customers do pay for their own				false

		1831						LN		68		13		false		           13   transportation when they deliver gas, when they deliver,				false

		1832						LN		68		14		false		           14   nominate these and deliver.				false

		1833						LN		68		15		false		           15             They pay for transportation, do they not?				false

		1834						LN		68		16		false		           16        A.   Yes.  And when they have an imbalance, they use				false

		1835						LN		68		17		false		           17   Questar Gas's transportation contract to bring excess gas				false

		1836						LN		68		18		false		           18   or to absorb the over delivery.				false

		1837						LN		68		19		false		           19        Q.   And they still have to pay for their imbalances				false

		1838						LN		68		20		false		           20   to Questar Pipeline because if they're over, they've got				false

		1839						LN		68		21		false		           21   to work that off by the end of the month or suffer a				false

		1840						LN		68		22		false		           22   sale; right?  So, if they're over, they still have to				false

		1841						LN		68		23		false		           23   work that out.  They will pay every dekatherm that they				false

		1842						LN		68		24		false		           24   burn to Questar Pipeline on the transportation system?				false

		1843						LN		68		25		false		           25        A.   To Questar Pipeline or Questar Gas?				false

		1844						PG		69		0		false		page 69				false

		1845						LN		69		1		false		            1        Q.   For Questar Pipeline transportation.				false

		1846						LN		69		2		false		            2             We're talking about the Questar Pipeline				false

		1847						LN		69		3		false		            3   services.				false

		1848						LN		69		4		false		            4        A.   Right.				false

		1849						LN		69		5		false		            5        Q.   They will pay for every dekatherm they transfer				false

		1850						LN		69		6		false		            6   including working off these imbalances; right?				false

		1851						LN		69		7		false		            7        A.   You've kind of lost me there but --				false

		1852						LN		69		8		false		            8        Q.   If on the next day the transportation customer				false

		1853						LN		69		9		false		            9   says, wow, I've got a 13 percent --				false

		1854						LN		69		10		false		           10        A.   You're talking about the commodity?				false

		1855						LN		69		11		false		           11        Q.   Yes.				false

		1856						LN		69		12		false		           12        A.   Yes.				false

		1857						LN		69		13		false		           13        Q.   If ye says the next day, I've got to over				false

		1858						LN		69		14		false		           14   deliver or under deliver today by 13 percent, by two				false

		1859						LN		69		15		false		           15   units to work that off, he will pay for the extra two				false

		1860						LN		69		16		false		           16   he delivers; right?				false

		1861						LN		69		17		false		           17        A.   Correct.				false

		1862						LN		69		18		false		           18        Q.   So, they're not getting away without paying				false

		1863						LN		69		19		false		           19   for transportation.  You're saying, in addition to the				false

		1864						LN		69		20		false		           20   transportation they pay for every dekatherm they burn,				false

		1865						LN		69		21		false		           21   they should pay a portion of the GS customer's				false

		1866						LN		69		22		false		           22   transportation cost based on this automatic Clay Basin				false

		1867						LN		69		23		false		           23   adjustment that adjust noms and burn and usage?				false

		1868						LN		69		24		false		           24        A.   Yes, because you need that transportation				false

		1869						LN		69		25		false		           25   contract to make that possible.				false

		1870						PG		70		0		false		page 70				false

		1871						LN		70		1		false		            1        Q.   I understand your argument.  Mr. Higgins said				false

		1872						LN		70		2		false		            2   he doesn't believe that component, the transportation or				false

		1873						LN		70		3		false		            3   the fuel gas reimbursement that goes with it belongs.				false

		1874						LN		70		4		false		            4   And that reduces his -- that alone without the other two,				false

		1875						LN		70		5		false		            5   these two are combined for this number but that alone				false

		1876						LN		70		6		false		            6   reduces it, the value, to 847,000 here.				false

		1877						LN		70		7		false		            7             MS. CLARK:  If I may interject an objection.				false

		1878						LN		70		8		false		            8   And I hate to do it.  I want to let the record be as full				false

		1879						LN		70		9		false		            9   and as clear as it can be.				false

		1880						LN		70		10		false		           10             I am concerned, however, that Mr. Dodge is				false

		1881						LN		70		11		false		           11   offering testimony and also attempting to make his case				false

		1882						LN		70		12		false		           12   through a cross-examination rather than his own witness.				false

		1883						LN		70		13		false		           13             And I would object on that basis to this whole				false

		1884						LN		70		14		false		           14   line of questioning.				false

		1885						LN		70		15		false		           15             MR. DODGE:  Well, if I may respond.				false

		1886						LN		70		16		false		           16             CHAIRMAN LAVAR:  You can respond, yes.				false

		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

		2156						PG		81		0		false		page 81				false

		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

		2182						PG		82		0		false		page 82				false

		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

		2208						PG		83		0		false		page 83				false

		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

		2234						PG		84		0		false		page 84				false

		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

		2260						PG		85		0		false		page 85				false

		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
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		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

		3091						LN		116		25		false		           25   situations.  And that's what we're trying to manage.				false

		3092						PG		117		0		false		page 117				false

		3093						LN		117		1		false		            1   We want to have those nominations correct so that when				false

		3094						LN		117		2		false		            2   you get in that situation which we've seen each of the				false

		3095						LN		117		3		false		            3   last two years.  So, this isn't a situation that's				false

		3096						LN		117		4		false		            4   unlikely.  We've seen it each of the last two years.				false

		3097						LN		117		5		false		            5   And those were warm years that we've seen this.				false

		3098						LN		117		6		false		            6             So, we're just trying to make sure that the				false

		3099						LN		117		7		false		            7   nominations are accurate so when those situations occur,				false

		3100						LN		117		8		false		            8   which they seem to occur more frequently now, that we're				false

		3101						LN		117		9		false		            9   able to manage the operation of our system.				false

		3102						LN		117		10		false		           10             So, our system needs to have a receipt which is				false

		3103						LN		117		11		false		           11   the gate station and also the delivery location knowing				false

		3104						LN		117		12		false		           12   where that gas is going to go and to which customer.				false

		3105						LN		117		13		false		           13        Q.   And the last time you interrupted, you said it				false

		3106						LN		117		14		false		           14   went fairly smoothly because now you have the right				false

		3107						LN		117		15		false		           15   information to let people know there were some penalties				false

		3108						LN		117		16		false		           16   imposed, et cetera; right?				false

		3109						LN		117		17		false		           17        A.   I would say it went smoother than the first				false

		3110						LN		117		18		false		           18   one.  So, we are getting a little bit closer, but I				false

		3111						LN		117		19		false		           19   wouldn't say it was -- that there was still lots of				false

		3112						LN		117		20		false		           20   concerns and lots of issues.				false

		3113						LN		117		21		false		           21        Q.   And so, for those rare occasions where you've				false

		3114						LN		117		22		false		           22   had to physically interrupt and with the concern that you				false

		3115						LN		117		23		false		           23   have to know what a customer's burning so you can				false

		3116						LN		117		24		false		           24   properly assess penalties, et cetera, you're proposing to				false

		3117						LN		117		25		false		           25   customers like my clients, you're required every day				false

		3118						PG		118		0		false		page 118				false

		3119						LN		118		1		false		            1   of the year to individually monitor their own nominations				false

		3120						LN		118		2		false		            2   and burn to try and avoid penalties as opposed to hiring				false

		3121						LN		118		3		false		            3   agents to do that in the aggregate for them on days that				false

		3122						LN		118		4		false		            4   don't matter from an operational perspective?				false

		3123						LN		118		5		false		            5        A.   Actually, I would argue they're already				false

		3124						LN		118		6		false		            6   required to do that.  All we're asking to do is charge				false

		3125						LN		118		7		false		            7   for the services that get used when they don't do it.				false

		3126						LN		118		8		false		            8   The tariff already states they have a plus or minus five				false

		3127						LN		118		9		false		            9   daily imbalance tolerance.				false

		3128						LN		118		10		false		           10             All we're asking for here is to charge for the				false

		3129						LN		118		11		false		           11   services that get used when they don't adhere to that				false

		3130						LN		118		12		false		           12   plus or minus five tolerance window.				false

		3131						LN		118		13		false		           13        Q.   What makes your utility so special that you				false

		3132						LN		118		14		false		           14   have to have more than just the current language to				false

		3133						LN		118		15		false		           15   incent that?  Have you looked at other utilities to				false

		3134						LN		118		16		false		           16   see what they do?				false

		3135						LN		118		17		false		           17        A.   I have not.  But I have looked at what our				false

		3136						LN		118		18		false		           18   customers have done with the current language.  And				false

		3137						LN		118		19		false		           19   it is obvious that the current language is not sufficient				false

		3138						LN		118		20		false		           20   to incentivize them because they have not done so.				false

		3139						LN		118		21		false		           21        Q.   You say that, and yet to this day, there has				false

		3140						LN		118		22		false		           22   never been an interruption of sales customer deliveries				false

		3141						LN		118		23		false		           23   like you're warning could happen.				false

		3142						LN		118		24		false		           24             Never happened; has it?				false

		3143						LN		118		25		false		           25        A.   It has not which is a good thing in my mind.				false

		3144						PG		119		0		false		page 119				false

		3145						LN		119		1		false		            1        Q.   It is a good thing.				false

		3146						LN		119		2		false		            2        A.   My job is to worry about that happening.				false

		3147						LN		119		3		false		            3   My job is to make sure that doesn't happen.  And we're				false

		3148						LN		119		4		false		            4   here today in part because we don't want that to happen.				false

		3149						LN		119		5		false		            5             I'd much rather be here arguing with you right				false

		3150						LN		119		6		false		            6   now before the fact than in here trying to explain later				false

		3151						LN		119		7		false		            7   on why that happened, why we had to interrupt sales				false

		3152						LN		119		8		false		            8   customers.  So, I'd rather be here right now.				false

		3153						LN		119		9		false		            9        Q.   So, let's all say we agree with that.  Then				false

		3154						LN		119		10		false		           10   let's come up with the most least restrictive, least				false

		3155						LN		119		11		false		           11   punitive way of doing that.				false

		3156						LN		119		12		false		           12             And is it not through that, so, it's never				false

		3157						LN		119		13		false		           13   happened that you've had these sales customer disruptions				false

		3158						LN		119		14		false		           14   that you warn us about ever-ever even though there's not				false

		3159						LN		119		15		false		           15   any economic incentive in today's tariff to match				false

		3160						LN		119		16		false		           16   nominations with burn except when the Company tells them				false

		3161						LN		119		17		false		           17   to.				false

		3162						LN		119		18		false		           18             Now, you're proposing to impose something.				false

		3163						LN		119		19		false		           19   Even if it's for penalty purposes calculated on an				false

		3164						LN		119		20		false		           20   aggregate level at the agent level, in aggregate at the				false

		3165						LN		119		21		false		           21   agent level like it's now done during OFOs.				false

		3166						LN		119		22		false		           22             Even if that happens, there will now be a				false

		3167						LN		119		23		false		           23   financial incentive and we would expect the errors to go				false

		3168						LN		119		24		false		           24   down because now there's a financial consequence even on				false

		3169						LN		119		25		false		           25   non-OFO days if people don't aggregate more accurately;				false

		3170						PG		120		0		false		page 120				false

		3171						LN		120		1		false		            1   right?				false

		3172						LN		120		2		false		            2        A.   I'm not sure exactly what I'm agreeing to right				false

		3173						LN		120		3		false		            3   there.  You rattled off a whole lot of stuff right there.				false

		3174						LN		120		4		false		            4   And I don't know if I would agree to all of it.  I may				false

		3175						LN		120		5		false		            5   agree to some of it.				false

		3176						LN		120		6		false		            6        Q.   Well, let me parse it.  And I apologize for				false

		3177						LN		120		7		false		            7   that.				false

		3178						LN		120		8		false		            8        A.   Yeah.				false

		3179						LN		120		9		false		            9        Q.   You would agree, would you not, that even if,				false

		3180						LN		120		10		false		           10   as the agents and customers are requesting, that you				false

		3181						LN		120		11		false		           11   allow the agents to continue dealing with the utility for				false

		3182						LN		120		12		false		           12   their aggregate customers like they do during an OFO now,				false

		3183						LN		120		13		false		           13   that they do that on a daily basis, there would still be				false

		3184						LN		120		14		false		           14   a penalty if the agent doesn't keep its customers in				false

		3185						LN		120		15		false		           15   balance, there would be a penalty that they're going to				false

		3186						LN		120		16		false		           16   have to assess somewhere.  And that's going to create				false

		3187						LN		120		17		false		           17   more of an economic incentive than we now have.				false

		3188						LN		120		18		false		           18        A.   I will say that I think we need the incentive				false

		3189						LN		120		19		false		           19   to be at the customer level because I would like the				false

		3190						LN		120		20		false		           20   nomination to be correct at the customer level.				false

		3191						LN		120		21		false		           21        Q.   I know you say that and I think you'll hear				false

		3192						LN		120		22		false		           22   from the agents who testify later, their goal is always				false

		3193						LN		120		23		false		           23   to get those nominations accurate at a customer level				false

		3194						LN		120		24		false		           24   and they will continue to do so with this economic				false

		3195						LN		120		25		false		           25   incentive even more so.				false

		3196						PG		121		0		false		page 121				false

		3197						LN		121		1		false		            1             Can you not even agree that with this economic				false

		3198						LN		121		2		false		            2   consequence for failure to stay within the tolerance				false

		3199						LN		121		3		false		            3   level at an agent aggregated level, there will be more				false

		3200						LN		121		4		false		            4   of an incentive to be accurate every day, not just				false

		3201						LN		121		5		false		            5   during OFO periods?				false

		3202						LN		121		6		false		            6        A.   I think there will be more of an incentive to				false

		3203						LN		121		7		false		            7   stay in tolerance on an aggregated basis.  I do not think				false

		3204						LN		121		8		false		            8   there would be any more incentive to do it on a customer				false

		3205						LN		121		9		false		            9   basis.  And what we have seen through the existing OFOs				false

		3206						LN		121		10		false		           10   is that when they're provided that incentive to do it on				false

		3207						LN		121		11		false		           11   an aggregate basis, they do it on an aggregate basis.				false

		3208						LN		121		12		false		           12             But they do so by only adjusting a few of their				false

		3209						LN		121		13		false		           13   customers.  They don't do so by adjusting all the				false

		3210						LN		121		14		false		           14   nominations across the board to all of their customers.				false

		3211						LN		121		15		false		           15        Q.   But again --				false

		3212						LN		121		16		false		           16        A.   We would like the incentive to be at the				false

		3213						LN		121		17		false		           17   customer level to get it so that they adjust that				false

		3214						LN		121		18		false		           18   nomination for each of their customers.				false

		3215						LN		121		19		false		           19        Q.   And the relevance of that is so you can assess				false

		3216						LN		121		20		false		           20   the penalty?				false

		3217						LN		121		21		false		           21        A.   The relevance of that is so that if we have				false

		3218						LN		121		22		false		           22   to call a curtailment that we can curtail those customers				false

		3219						LN		121		23		false		           23   accurately, so we can tell them how much gas they				false

		3220						LN		121		24		false		           24   actually have to use.				false

		3221						LN		121		25		false		           25             For example, if you had a 10-dekatherm				false

		3222						PG		122		0		false		page 122				false

		3223						LN		122		1		false		            1   nomination for a customer every day and they've been				false

		3224						LN		122		2		false		            2   burning 35 but you've added that additional 25 onto				false

		3225						LN		122		3		false		            3   another customer, now we're going to call that customer				false
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		3465						LN		131		9		false		            9   for every customer on a daily basis that's put into our				false

		3466						LN		131		10		false		           10   Pipe Viewer.  So, that Pipe Viewer will then take the				false

		3467						LN		131		11		false		           11   read from the meter which may be in cubic feet a unit of				false

		3468						LN		131		12		false		           12   volume.  And it'll add heat content, stuff like that will				false

		3469						LN		131		13		false		           13   be included on their read in Pipe Viewer.				false

		3470						LN		131		14		false		           14             And all customers have access to Pipe Viewer				false

		3471						LN		131		15		false		           15   and so do the agents as well through an agency agreement				false

		3472						LN		131		16		false		           16   have access to Pipe Viewer.				false

		3473						LN		131		17		false		           17             So, all of the heat content and other				false

		3474						LN		131		18		false		           18   information is available via Pipe Viewer.  If you look				false

		3475						LN		131		19		false		           19   specifically at the meter, I'm fairly certain the only				false

		3476						LN		131		20		false		           20   thing you're going to see is a number that probably reads				false

		3477						LN		131		21		false		           21   cubic feet.  You are able, then, to go back to				false

		3478						LN		131		22		false		           22   Pipe Viewer and you know that the heat content and the				false

		3479						LN		131		23		false		           23   rest that goes into the calculation doesn't change as				false

		3480						LN		131		24		false		           24   frequently as the meter read.  That's fairly static type				false

		3481						LN		131		25		false		           25   data.  So, you would be able to apply that to the meter				false

		3482						PG		132		0		false		page 132				false

		3483						LN		132		1		false		            1   read at the meter at the site and be able to determine				false

		3484						LN		132		2		false		            2   a dekatherm value for how much you're using.				false

		3485						LN		132		3		false		            3             And that meter will be accurate kind of on a				false

		3486						LN		132		4		false		            4   realtime basis, whereas right now the company only				false

		3487						LN		132		5		false		            5   requires that the meter call in to the company on a daily				false

		3488						LN		132		6		false		            6   basis to get that read.				false

		3489						LN		132		7		false		            7        Q.   And what's the interval between the usage				false

		3490						LN		132		8		false		            8   and the Pipe Viewer data being available to a customer?				false

		3491						LN		132		9		false		            9        A.   Well, the usage is kind of an ongoing basis,				false

		3492						LN		132		10		false		           10   but, so, the read will come in once a day and it's				false

		3493						LN		132		11		false		           11   usually in the morning right now I believe between 8:30				false

		3494						LN		132		12		false		           12   and 10:30 that that read will be on Pipe Viewer and that				false

		3495						LN		132		13		false		           13   will be for the previous day.				false

		3496						LN		132		14		false		           14             So, you'll have the read for the previous day.				false

		3497						LN		132		15		false		           15   And unfortunately it's right around the time they're				false

		3498						LN		132		16		false		           16   doing nominations, but with the change in nomination				false

		3499						LN		132		17		false		           17   schedule which is coming up, you'll have it prior to that				false

		3500						LN		132		18		false		           18   time period.				false

		3501						LN		132		19		false		           19        Q.   And how much can these additional influences				false

		3502						LN		132		20		false		           20   on the metering -- I'm referring to heat content and				false

		3503						LN		132		21		false		           21   these other influences.  How much can they affect or				false

		3504						LN		132		22		false		           22   do they typically affect?				false

		3505						LN		132		23		false		           23        A.   They don't really affect it.  It's more of just				false

		3506						LN		132		24		false		           24   a conversion from one unit to another.  So, it's a fairly				false

		3507						LN		132		25		false		           25   static conversion.  The heat content's usually the same				false

		3508						PG		133		0		false		page 133				false

		3509						LN		133		1		false		            1   like I said.  So, the real number that's changing is the				false

		3510						LN		133		2		false		            2   actually read from the meter.				false

		3511						LN		133		3		false		            3             I think it's also important to note that a lot				false

		3512						LN		133		4		false		            4   of times, even though they're getting this information				false

		3513						LN		133		5		false		            5   on a daily basis, they're not making any nomination				false

		3514						LN		133		6		false		            6   change based directly on that right now.				false

		3515						LN		133		7		false		            7             COMMISSIONER CLARK:  Thank you.				false

		3516						LN		133		8		false		            8                         EXAMINATION				false

		3517						LN		133		9		false		            9   BY CHAIRMAN LAVAR:				false

		3518						LN		133		10		false		           10        Q.   I have one or two questions.				false

		3519						LN		133		11		false		           11             You may not know the answer to this first one.				false

		3520						LN		133		12		false		           12             Does the typical agent manage customers who				false

		3521						LN		133		13		false		           13   receive service from multiple city gates?				false

		3522						LN		133		14		false		           14        A.   I would say that yes, they do, it's multiple				false

		3523						LN		133		15		false		           15   city gates because most of the transportation customers				false

		3524						LN		133		16		false		           16   are on our general -- the central system, kind of the				false

		3525						LN		133		17		false		           17   Salt Lake City area, and those systems are served by				false

		3526						LN		133		18		false		           18   multiple gate stations.				false

		3527						LN		133		19		false		           19        Q.   Okay.  And I don't think this question has been				false

		3528						LN		133		20		false		           20   answered yet.  If it has, please let me know.				false

		3529						LN		133		21		false		           21             But what would be the difference in impact to				false

		3530						LN		133		22		false		           22   Questar between one customer over nominating and another				false

		3531						LN		133		23		false		           23   customer under nominating at the same time city gate				false

		3532						LN		133		24		false		           24   versus a customer who receives from one city gate over				false

		3533						LN		133		25		false		           25   nominating and a customer that receives service from				false

		3534						PG		134		0		false		page 134				false

		3535						LN		134		1		false		            1   a different city gate under nominating?				false

		3536						LN		134		2		false		            2        A.   Operationally, there would be a big difference				false

		3537						LN		134		3		false		            3   depending on which gate station.  So, some of them, like				false

		3538						LN		134		4		false		            4   I said, in this central area are all managed together,				false

		3539						LN		134		5		false		            5   but if you had one customer, say, down south in				false

		3540						LN		134		6		false		            6   St. George that was under delivering and a customer in				false

		3541						LN		134		7		false		            7   Salt Lake that was over delivering, there would be no way				false

		3542						LN		134		8		false		            8   to net those volumes back and forth between those two				false

		3543						LN		134		9		false		            9   systems.  Both of them would be handled separately				false

		3544						LN		134		10		false		           10   through our no notice and they would make adjustments				false

		3545						LN		134		11		false		           11   at either end either on the south end or to the gate				false

		3546						LN		134		12		false		           12   stations to the north.				false

		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

		3549						LN		134		15		false		           15        Q.   Okay.  But at some city gates that can --				false

		3550						LN		134		16		false		           16        A.   Some city gates it could.				false

		3551						LN		134		17		false		           17             CHAIRMAN LAVAR:  Okay.  Thank you.				false

		3552						LN		134		18		false		           18   I don't have anything else.  Ms. Clark?				false

		3553						LN		134		19		false		           19             MS. CLARK:  I have nothing more.				false

		3554						LN		134		20		false		           20             CHAIRMAN LAVAR:  Okay.  Thank you,				false

		3555						LN		134		21		false		           21   Mr. Schwarzenbach.				false

		3556						LN		134		22		false		           22             THE WITNESS:  Thank you.				false

		3557						LN		134		23		false		           23             CHAIRMAN LAVAR:  Mr. Olsen, would you like to				false

		3558						LN		134		24		false		           24   call your first witness now or would you prefer we take				false

		3559						LN		134		25		false		           25   a break now?				false

		3560						PG		135		0		false		page 135				false

		3561						LN		135		1		false		            1             MR. OLSEN:  I'll call Kevin Mangelson now.				false

		3562						LN		135		2		false		            2   I don't anticipate that will take a great deal of time.				false

		3563						LN		135		3		false		            3             CHAIRMAN LAVAR:  Okay.  Mr. Mangelson, do you				false

		3564						LN		135		4		false		            4   swear to tell the truth?				false

		3565						LN		135		5		false		            5             THE WITNESS:  Yes.				false

		3566						LN		135		6		false		            6             CHAIRMAN LAVAR:  Mr. Olsen?				false

		3567						LN		135		7		false		            7                       GAVIN MANGELSON,				false

		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
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		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
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		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
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		4674						LN		177		22		false		           22             "QGC believes that this charge will recoup its				false

		4675						LN		177		23		false		           23        estimate of the MT customer's share of the company's				false

		4676						LN		177		24		false		           24        no-notice service and a portion of storage services				false

		4677						LN		177		25		false		           25        they believed are used to balance the daily				false

		4678						PG		178		0		false		page 178				false

		4679						LN		178		1		false		            1        variation and loads between the forecasted usage				false

		4680						LN		178		2		false		            2        of MT customers and their actual usage."				false

		4681						LN		178		3		false		            3             Nowhere in there is there a reference to				false

		4682						LN		178		4		false		            4   transportation; is there?				false

		4683						LN		178		5		false		            5        A.   No.				false

		4684						LN		178		6		false		            6        Q.   And if, in fact, in this docket what the				false

		4685						LN		178		7		false		            7   company has said is to recoup just the no notice and				false

		4686						LN		178		8		false		            8   storage cost, it would drop that revenue requirement				false

		4687						LN		178		9		false		            9   as we showed on this exhibit down to about half of that				false

		4688						LN		178		10		false		           10   amount if the transportation component were left out				false

		4689						LN		178		11		false		           11   as it apparently was in the MT stipulation?				false

		4690						LN		178		12		false		           12        A.   Well, I think you're trying to mix two things				false

		4691						LN		178		13		false		           13   because we're not trying -- this stipulation says it's				false

		4692						LN		178		14		false		           14   not cost based.  And you're trying to equate this with a				false

		4693						LN		178		15		false		           15   cost-based calculation.				false

		4694						LN		178		16		false		           16        Q.   Actually, I was trying to reference the				false

		4695						LN		178		17		false		           17   company's own statement as to what the six cents was				false

		4696						LN		178		18		false		           18   intended to do in that docket.  And the quote that you				false

		4697						LN		178		19		false		           19   included in your testimony suggest that Questar itself				false

		4698						LN		178		20		false		           20   said the goal was to recoup no notice and storage.				false

		4699						LN		178		21		false		           21             It said nothing about transportation; correct?				false

		4700						LN		178		22		false		           22        A.   It didn't say anything about transportation.				false

		4701						LN		178		23		false		           23   That's true.				false

		4702						LN		178		24		false		           24             MR. DODGE:  Thank you.  No further questions.				false

		4703						LN		178		25		false		           25             CHAIRMAN LAVAR:  Thank you.  Mr. Cook?				false

		4704						PG		179		0		false		page 179				false

		4705						LN		179		1		false		            1             MR. COOK:  No questions.				false

		4706						LN		179		2		false		            2             CHAIRMAN LAVAR:  Mr. Williams?				false

		4707						LN		179		3		false		            3                      CROSS-EXAMINATION				false

		4708						LN		179		4		false		            4   BY MR. WILLIAMS:				false

		4709						LN		179		5		false		            5        Q.   Yeah.  I have two questions and some				false

		4710						LN		179		6		false		            6   clarifications here.  You say in your summary here today				false

		4711						LN		179		7		false		            7   that the current market price of gas is an incentive				false

		4712						LN		179		8		false		            8   for customers to become transportation customers.				false

		4713						LN		179		9		false		            9             Could you elaborate on that, what you meant				false

		4714						LN		179		10		false		           10   by that?				false

		4715						LN		179		11		false		           11        A.   All I was meaning by that is the current market				false

		4716						LN		179		12		false		           12   price for gas is lower than the cost of service gas				false

		4717						LN		179		13		false		           13   produced by Wexpro.				false

		4718						LN		179		14		false		           14        Q.   All right.  And then, secondly, you also				false

		4719						LN		179		15		false		           15   in your summary today, you alluded to I believe existing				false

		4720						LN		179		16		false		           16   tariff, I call them tools, be utilized to better				false

		4721						LN		179		17		false		           17   incentivize a more accurate nomination.				false

		4722						LN		179		18		false		           18             Again, can you elaborate what those would be?				false

		4723						LN		179		19		false		           19        A.   Well, one of the provisions in the tariff				false

		4724						LN		179		20		false		           20   allows the company to place an individual customer				false

		4725						LN		179		21		false		           21   or a marketing company on restriction.				false

		4726						LN		179		22		false		           22             The company provided information that shows				false

		4727						LN		179		23		false		           23   that several customers -- I think it's been testified to				false

		4728						LN		179		24		false		           24   today that 80 percent of the customers have been out of				false

		4729						LN		179		25		false		           25   balance at any point in time, 80 percent of the				false

		4730						PG		180		0		false		page 180				false

		4731						LN		180		1		false		            1   nominations.				false

		4732						LN		180		2		false		            2             I would envision the company could look				false

		4733						LN		180		3		false		            3   at the information that's been provided, identify those				false

		4734						LN		180		4		false		            4   customers or those marketing companies that have the				false

		4735						LN		180		5		false		            5   greatest degree of imbalance and put those customers on				false

		4736						LN		180		6		false		            6   restriction.  And if they are on restriction, they're not				false

		4737						LN		180		7		false		            7   allowed to go outside that five percent tolerance.				false

		4738						LN		180		8		false		            8             MR. WILLIAMS:  That's all.  Thank you.				false

		4739						LN		180		9		false		            9             CHAIRMAN LAVAR:  Any redirect?				false

		4740						LN		180		10		false		           10             MS. SCHMID:  No redirect.				false

		4741						LN		180		11		false		           11             CHAIRMAN LAVAR:  Okay.  Commissioner White?				false

		4742						LN		180		12		false		           12             COMMISSIONER WHITE:  No questions.				false

		4743						LN		180		13		false		           13             CHAIRMAN LAVAR:  Commissioner Clark?				false

		4744						LN		180		14		false		           14                         EXAMINATION				false

		4745						LN		180		15		false		           15   BY COMMISSIONER CLARK:				false

		4746						LN		180		16		false		           16        Q.   Mr. Wheelwright, I believe you were here this				false

		4747						LN		180		17		false		           17   morning?				false

		4748						LN		180		18		false		           18        A.   Yes.				false

		4749						LN		180		19		false		           19        Q.   And you then heard some references to meetings				false

		4750						LN		180		20		false		           20   between the utility and customers I think in early 2014				false

		4751						LN		180		21		false		           21   or maybe the first half of 2014 --				false

		4752						LN		180		22		false		           22        A.   Yes.				false

		4753						LN		180		23		false		           23        Q.   -- addressing generally at least the issues				false

		4754						LN		180		24		false		           24   that are presented in this docket.  And I'm just				false

		4755						LN		180		25		false		           25   wondering if you participated in any of those meetings.				false

		4756						PG		181		0		false		page 181				false

		4757						LN		181		1		false		            1        A.   I did participate in all of those meetings.				false

		4758						LN		181		2		false		            2        Q.   Is there anything in those meetings that gives				false

		4759						LN		181		3		false		            3   you hope that additional workgroup activity would be				false

		4760						LN		181		4		false		            4   productive?				false

		4761						LN		181		5		false		            5        A.   Yes.  I think additional workgroups would be				false

		4762						LN		181		6		false		            6   productive.  One of the things that has been brought out				false

		4763						LN		181		7		false		            7   is the increase in the number of transportation customers				false

		4764						LN		181		8		false		            8   over the years.  Originally there were a handful of very				false

		4765						LN		181		9		false		            9   large customers using transportation services.				false

		4766						LN		181		10		false		           10             That has now changed.  We have 300 customers				false

		4767						LN		181		11		false		           11   using the service with a varying degree of				false

		4768						LN		181		12		false		           12   sophistication.  Some use -- some high-volume customers				false

		4769						LN		181		13		false		           13   will monitor very closely.  Others will not.				false

		4770						LN		181		14		false		           14             I think the makeup of these customers has				false

		4771						LN		181		15		false		           15   changed and I think a good dialogue with all the parties				false

		4772						LN		181		16		false		           16   would be helpful.				false

		4773						LN		181		17		false		           17             COMMISSIONER CLARK:  Thank you.				false

		4774						LN		181		18		false		           18             CHAIRMAN LAVAR:  Thank you, Mr. Wheelwright.				false

		4775						LN		181		19		false		           19             THE WITNESS:  Thank you.				false

		4776						LN		181		20		false		           20             CHAIRMAN LAVAR:  Anything else, Ms. Schmid?				false

		4777						LN		181		21		false		           21             MS. SCHMID:  Nothing further from the Division.				false

		4778						LN		181		22		false		           22             CHAIRMAN LAVAR:  I'll ask Mr. Dodge, Mr. Cook,				false

		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
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		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
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		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
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		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

		5267						LN		200		17		false		           17   charges on Questar Pipeline into Clay Basin and out of				false

		5268						LN		200		18		false		           18   Clay Basin?  Are you familiar with that process?				false

		5269						LN		200		19		false		           19        A.   Yes, I am.				false

		5270						LN		200		20		false		           20        Q.   I'd like to pose a hypothetical for you.				false

		5271						LN		200		21		false		           21             If you have one customer who injects 100				false

		5272						LN		200		22		false		           22   dekatherms on a particular day and on that same day a				false

		5273						LN		200		23		false		           23   second customer withdraws 100 dekatherms from Clay Basin,				false

		5274						LN		200		24		false		           24   is it your understanding that each customer would be				false

		5275						LN		200		25		false		           25   charged for the injection and withdrawal of those volumes				false

		5276						PG		201		0		false		page 201				false

		5277						LN		201		1		false		            1   notwithstanding the fact that they net each other out,				false

		5278						LN		201		2		false		            2   if you will?				false

		5279						LN		201		3		false		            3        A.   They do net.				false

		5280						LN		201		4		false		            4        Q.   I want to clarify.  Mr. Schwarzenbach points				false

		5281						LN		201		5		false		            5   out that there may be some confusion when speaking to				false

		5282						LN		201		6		false		            6   transportation customers on Questar pipeline.				false

		5283						LN		201		7		false		            7        A.   Okay.				false

		5284						LN		201		8		false		            8        Q.   If one were to inject 100 dekatherms on the day				false

		5285						LN		201		9		false		            9   and on the same day a second withdrew that, would each be				false

		5286						LN		201		10		false		           10   charged?				false

		5287						LN		201		11		false		           11        A.   With zero molecules flowing in and out of the				false

		5288						LN		201		12		false		           12   Clay Basin, I'm not sure what they would do.				false

		5289						LN		201		13		false		           13        Q.   Would it surprise you to know that they would				false

		5290						LN		201		14		false		           14   charge both customers?				false

		5291						LN		201		15		false		           15        A.   With no activity?				false

		5292						LN		201		16		false		           16        Q.   Yes.				false

		5293						LN		201		17		false		           17        A.   That would surprise me.				false

		5294						LN		201		18		false		           18        Q.   May I have a moment? (Brief break)				false

		5295						LN		201		19		false		           19             I have two more questions for you,				false

		5296						LN		201		20		false		           20   Mr. McGarvey.  I appreciate your patience.				false

		5297						LN		201		21		false		           21        A.   Oh, no.  You're fine.				false

		5298						LN		201		22		false		           22        Q.   You testified earlier about your view that				false

		5299						LN		201		23		false		           23   it is not appropriate to use the weighted average cost				false

		5300						LN		201		24		false		           24   of gas volumes for purposes of fuel reimbursement				false

		5301						LN		201		25		false		           25   component of the charge; correct?				false

		5302						PG		202		0		false		page 202				false

		5303						LN		202		1		false		            1        A.   Correct.				false

		5304						LN		202		2		false		            2        Q.   When QGC reimburses transportation customers				false

		5305						LN		202		3		false		            3   for over deliveries, do you know what gas is reimbursed				false

		5306						LN		202		4		false		            4   for, what value?  Is it --				false

		5307						LN		202		5		false		            5        A.   Can you restate that?  When Questar reimburses				false

		5308						LN		202		6		false		            6   transportation customers?				false

		5309						LN		202		7		false		            7        Q.   For the gas that they have delivered when				false

		5310						LN		202		8		false		            8   they're cashing out.  Do you know if they are reimbursed				false

		5311						LN		202		9		false		            9   at the WACOG prices?				false

		5312						LN		202		10		false		           10        A.   I do not know that.				false

		5313						LN		202		11		false		           11             MS. CLARK:  Okay.  Thank you.  I don't have				false

		5314						LN		202		12		false		           12   anything further.				false

		5315						LN		202		13		false		           13             CHAIRMAN LAVAR:  Thank you.  Mr. Williams,				false

		5316						LN		202		14		false		           14   any redirect?				false

		5317						LN		202		15		false		           15             MR. WILLIAMS:  No redirect.				false

		5318						LN		202		16		false		           16             CHAIRMAN LAVAR:  No redirect?				false

		5319						LN		202		17		false		           17             Commissioner White?				false

		5320						LN		202		18		false		           18             COMMISSIONER WHITE:  No questions.				false

		5321						LN		202		19		false		           19             CHAIRMAN LAVAR:  Commissioner Clark?				false

		5322						LN		202		20		false		           20                         EXAMINATION				false

		5323						LN		202		21		false		           21   BY COMMISSIONER CLARK:				false

		5324						LN		202		22		false		           22        Q.   Just a question or two.				false

		5325						LN		202		23		false		           23             Regarding your current practices relative to				false

		5326						LN		202		24		false		           24   intraday nominations, I think you said that in response				false

		5327						LN		202		25		false		           25   to an earlier question you engage in that activity as				false

		5328						PG		203		0		false		page 203				false

		5329						LN		203		1		false		            1   needed.				false

		5330						LN		203		2		false		            2        A.   Yes.				false

		5331						LN		203		3		false		            3        Q.   Can you give me a sense of what the frequency				false

		5332						LN		203		4		false		            4   of that is?				false

		5333						LN		203		5		false		            5        A.   What it is is it's trying to help customers				false

		5334						LN		203		6		false		            6   help themselves.  Every customer that we bring on, we				false

		5335						LN		203		7		false		            7   ask them to get in touch with us if they know of any				false

		5336						LN		203		8		false		            8   operational changes that would impact their consumption.				false

		5337						LN		203		9		false		            9             That doesn't happen very often, although				false

		5338						LN		203		10		false		           10   impacts to their production and impacts to their				false

		5339						LN		203		11		false		           11   consumption change often.  They just don't -- they fail				false

		5340						LN		203		12		false		           12   to reach out to us.  So, it is very rare.  When they do,				false

		5341						LN		203		13		false		           13   we use the intradays to make changes, but as I said,				false

		5342						LN		203		14		false		           14   it is very rare.				false

		5343						LN		203		15		false		           15             COMMISSIONER CLARK:  Thank you.				false

		5344						LN		203		16		false		           16             THE WITNESS:  You bet.				false

		5345						LN		203		17		false		           17             CHAIRMAN LAVAR:  Okay.  Thank you,				false

		5346						LN		203		18		false		           18   Mr. McGarvey.				false

		5347						LN		203		19		false		           19             THE WITNESS:  Thank you.				false

		5348						LN		203		20		false		           20             CHAIRMAN LAVAR:  And I think we're at a good				false

		5349						LN		203		21		false		           21   time to take a short break, but before we do, I just				false

		5350						LN		203		22		false		           22   wanted to ask Questar, the Division, and the Office if				false

		5351						LN		203		23		false		           23   any of you intended to recall a witness following				false

		5352						LN		203		24		false		           24   Mr. McGarvey's testimony based on the motion that was				false

		5353						LN		203		25		false		           25   denied this morning.  Ms. Clark?				false

		5354						PG		204		0		false		page 204				false

		5355						LN		204		1		false		            1             MS. CLARK:  Questar does not.				false

		5356						LN		204		2		false		            2             CHAIRMAN LAVAR:  Does not?				false

		5357						LN		204		3		false		            3             MS. SCHMID:  The Division does not.				false

		5358						LN		204		4		false		            4             CHAIRMAN LAVAR:  Does not?  Mr. Olsen?				false

		5359						LN		204		5		false		            5             MR. OLSEN:  Nor does the Office.				false

		5360						LN		204		6		false		            6             CHAIRMAN LAVAR:  Okay.  Why don't we take a				false

		5361						LN		204		7		false		            7   ten-minute break then, and at 2:35 we'll move on with				false

		5362						LN		204		8		false		            8   Mr. Medura's testimony.  We're in recess.				false

		5363						LN		204		9		false		            9             (Recess taken 2:22 p.m. to 2:35 p.m.)				false

		5364						LN		204		10		false		           10             CHAIRMAN LAVAR:  Okay.  We're back on the				false

		5365						LN		204		11		false		           11   record.  And I believe we're to Mr. Cook at this point.				false

		5366						LN		204		12		false		           12             Oh.  Before we do that, Mr. Dodge, do you want				false

		5367						LN		204		13		false		           13   to make a motion with respect to what you're passing out?				false

		5368						LN		204		14		false		           14             MR. DODGE:  If I may.  This is UAE's				false

		5369						LN		204		15		false		           15   cross-examination Exhibit 3.  I had a page copied.				false

		5370						LN		204		16		false		           16             CHAIRMAN LAVAR:  Any objection from any party				false

		5371						LN		204		17		false		           17   to its admission?				false

		5372						LN		204		18		false		           18             MR. OLSEN:  No objection.				false

		5373						LN		204		19		false		           19             MS. SCHMID:  None.				false

		5374						LN		204		20		false		           20             MS. CLARK:  No.  There's no objection here.				false

		5375						LN		204		21		false		           21             CHAIRMAN LAVAR:  Okay.  It will be admitted.				false

		5376						LN		204		22		false		           22             (Exhibit UAE 3 admitted)				false

		5377						LN		204		23		false		           23             MR. OLSEN:  Mr. Chair, also, I neglected to ask				false

		5378						LN		204		24		false		           24   for the admission of the document that I handed out for				false

		5379						LN		204		25		false		           25   Mr. McGarvey's cross-examination.				false

		5380						PG		205		0		false		page 205				false

		5381						LN		205		1		false		            1             CHAIRMAN LAVAR:  Oh, from the IRP?				false

		5382						LN		205		2		false		            2             MR. OLSEN:  Yeah, the IRP.  That would be our				false

		5383						LN		205		3		false		            3   OSC Exhibit 3.				false

		5384						LN		205		4		false		            4             CHAIRMAN LAVAR:  Three?  Any objection from				false

		5385						LN		205		5		false		            5   anyone to the admission of that?				false

		5386						LN		205		6		false		            6             MS. SCHMID:  No objection.				false

		5387						LN		205		7		false		            7             MS. CLARK:  There's no objection from Questar.				false

		5388						LN		205		8		false		            8             CHAIRMAN LAVAR:  Okay.  That will be admitted.				false

		5389						LN		205		9		false		            9   Thank you.				false

		5390						LN		205		10		false		           10             MR. OLSEN:  Thank you.				false

		5391						LN		205		11		false		           11             (Exhibit OSC 3 marked and admitted)				false

		5392						LN		205		12		false		           12             CHAIRMAN LAVAR:  Okay.  Mr. Cook?				false

		5393						LN		205		13		false		           13             MR. COOK:  I'm going to defer to Mr. Dodge				false

		5394						LN		205		14		false		           14   to call all of our witnesses.				false

		5395						LN		205		15		false		           15             CHAIRMAN LAVAR:  Okay.  Thank you.				false

		5396						LN		205		16		false		           16             MR. DODGE:  Thank you.  And we'd actually like				false

		5397						LN		205		17		false		           17   to start with Mr. Matt Medura for CIMA.				false

		5398						LN		205		18		false		           18             CHAIRMAN LAVAR:  Mr. Medura, do you swear to				false

		5399						LN		205		19		false		           19   tell the truth?				false

		5400						LN		205		20		false		           20             THE WITNESS:  Yes.				false

		5401						LN		205		21		false		           21                       MATTHEW MEDURA,				false

		5402						LN		205		22		false		           22               having first been duly sworn, was				false

		5403						LN		205		23		false		           23               examined and testified as follows:				false

		5404						LN		205		24		false		           24                      DIRECT EXAMINATION				false

		5405						LN		205		25		false		           25   BY MR. DODGE:				false

		5406						PG		206		0		false		page 206				false

		5407						LN		206		1		false		            1        Q.   Mr. Medura, will you state your name and for				false

		5408						LN		206		2		false		            2   whom you work and your position?				false

		5409						LN		206		3		false		            3        A.   My name is Matthew Medura, M-e-d-u-r-a.  I work				false

		5410						LN		206		4		false		            4   for CIMA Energy Limited.  I'm a senior marketing				false

		5411						LN		206		5		false		            5   representative.				false

		5412						LN		206		6		false		            6        Q.   Mr. Medura, did you cause to be filed in this				false

		5413						LN		206		7		false		            7   docket CIMA Exhibit 1.0 which is your direct testimony,				false

		5414						LN		206		8		false		            8   CIMA Exhibit 1.0R, your rebuttal testimony, and CIMA				false

		5415						LN		206		9		false		            9   Exhibit 1.0SR, your surrebuttal testimony?				false

		5416						LN		206		10		false		           10        A.   Yes.				false

		5417						LN		206		11		false		           11        Q.   And do you have any changes to any of that				false

		5418						LN		206		12		false		           12   prefiled testimony?				false

		5419						LN		206		13		false		           13        A.   No.				false

		5420						LN		206		14		false		           14        Q.   And do you adopt it as your sworn testimony				false

		5421						LN		206		15		false		           15   here today?				false

		5422						LN		206		16		false		           16        A.   I do.				false

		5423						LN		206		17		false		           17             MR. DODGE:  I'd move the admission of those				false

		5424						LN		206		18		false		           18   three exhibits, Mr. Chairman?				false

		5425						LN		206		19		false		           19             CHAIRMAN LAVAR:  Any objection from any party?				false

		5426						LN		206		20		false		           20             MR. OLSEN:  No objection.				false

		5427						LN		206		21		false		           21             MS. SCHMID:  No objection.				false

		5428						LN		206		22		false		           22             MS. CLARK:  No.				false

		5429						LN		206		23		false		           23             CHAIRMAN LAVAR:  It'll be admitted.  Thank you.				false

		5430						LN		206		24		false		           24             (CIMA Exhibit 1.0, CIMA Exhibit 1.0R,				false

		5431						LN		206		25		false		           25   CIMA Exhibit 1.0SR marked and admitted)				false

		5432						PG		207		0		false		page 207				false

		5433						LN		207		1		false		            1   BY MR. DODGE:				false

		5434						LN		207		2		false		            2        Q.   Thank you.  Mr. Medura, do you have a brief				false

		5435						LN		207		3		false		            3   summary of your prefiled testimony?				false

		5436						LN		207		4		false		            4        A.   Yes, I do.				false

		5437						LN		207		5		false		            5        Q.   Please go ahead.				false

		5438						LN		207		6		false		            6        A.   Basically, my testimony outline the concerns				false

		5439						LN		207		7		false		            7   with the Company's proposed balancing charge in the				false

		5440						LN		207		8		false		            8   following manner.				false

		5441						LN		207		9		false		            9             Number one, the rate as calculated does not				false

		5442						LN		207		10		false		           10   take into account the transportation customer class				false

		5443						LN		207		11		false		           11   offsets on any given day.				false

		5444						LN		207		12		false		           12             Number two, it's unclear as to the				false

		5445						LN		207		13		false		           13   applicability of the components of the rate and if they				false

		5446						LN		207		14		false		           14   actually occur.  The plus or minus five percent daily				false

		5447						LN		207		15		false		           15   tolerance is restrictive and not common in practice				false

		5448						LN		207		16		false		           16   in the industry.  The current OFO tolerance limit is				false

		5449						LN		207		17		false		           17   enforced at the agent level and therefore can be applied				false

		5450						LN		207		18		false		           18   also for the balancing charges.				false

		5451						LN		207		19		false		           19             Number five, I believe the workshop or some				false

		5452						LN		207		20		false		           20   other collaborative process can result in better				false

		5453						LN		207		21		false		           21   alignment of nominations with usage.				false

		5454						LN		207		22		false		           22             Number six, the current tariff is effective				false

		5455						LN		207		23		false		           23   in addressing the operational constraints the company				false

		5456						LN		207		24		false		           24   has, and that CIMA, we agree that individual nominations				false

		5457						LN		207		25		false		           25   should be made and be accurate to the best of our				false

		5458						PG		208		0		false		page 208				false

		5459						LN		208		1		false		            1   ability.				false

		5460						LN		208		2		false		            2        Q.   And does that complete your summary?				false

		5461						LN		208		3		false		            3        A.   It does.				false

		5462						LN		208		4		false		            4             MR. DODGE:  Thank you.				false

		5463						LN		208		5		false		            5             Mr. Medura is available for cross.				false

		5464						LN		208		6		false		            6             CHAIRMAN LAVAR:  Mr. Cook?  None?				false

		5465						LN		208		7		false		            7   Mr. Williams?  None?  Ms. Schmid?				false

		5466						LN		208		8		false		            8                      CROSS-EXAMINATION				false

		5467						LN		208		9		false		            9   BY MS. SCHMID:				false

		5468						LN		208		10		false		           10        Q.   Yes.  Thank you.  Good afternoon.				false

		5469						LN		208		11		false		           11        A.   Good afternoon.				false

		5470						LN		208		12		false		           12        Q.   Were you hear when I asked Mr. Schwarzenbach				false

		5471						LN		208		13		false		           13   and Mr. McGarvey about nominations practices?				false

		5472						LN		208		14		false		           14        A.   Yes.				false

		5473						LN		208		15		false		           15        Q.   Are you familiar with the nomination practices				false

		5474						LN		208		16		false		           16   of CIMA?				false

		5475						LN		208		17		false		           17        A.   Not at the individual customer level.				false

		5476						LN		208		18		false		           18        Q.   I'll ask you a few questions and we'll see if				false

		5477						LN		208		19		false		           19   you can answer them, and if not, that's all right.				false

		5478						LN		208		20		false		           20             What happens when the nominations from				false

		5479						LN		208		21		false		           21   CIMA's -- that you make for CIMA's transportation				false

		5480						LN		208		22		false		           22   customers don't match?				false

		5481						LN		208		23		false		           23        A.   The customers experience an imbalance which				false

		5482						LN		208		24		false		           24   goes into their imbalance account.				false

		5483						LN		208		25		false		           25        Q.   Is the gas shut off to a customer who nominates				false

		5484						PG		209		0		false		page 209				false

		5485						LN		209		1		false		            1   less than it uses?				false

		5486						LN		209		2		false		            2        A.   It is not.				false

		5487						LN		209		3		false		            3        Q.   What happens to excess gas?  Does CIMA itself				false

		5488						LN		209		4		false		            4   put it into storage if more gas is nominated than its				false

		5489						LN		209		5		false		            5   transportation customers use?				false

		5490						LN		209		6		false		            6        A.   No.  It goes into their imbalance account.				false

		5491						LN		209		7		false		            7        Q.   What would happen if Questar Gas was not				false

		5492						LN		209		8		false		            8   offering an imbalance service?  What would CIMA do?				false

		5493						LN		209		9		false		            9        A.   I think -- I expect we'd get a call from the				false

		5494						LN		209		10		false		           10   gas supply group and tell us to either bring more gas or				false

		5495						LN		209		11		false		           11   sell more gas into the market in a later cycle.				false

		5496						LN		209		12		false		           12             But that's one of the tools we can do.				false

		5497						LN		209		13		false		           13   Otherwise, it just goes into their imbalance.				false

		5498						LN		209		14		false		           14        Q.   But that would be for a later cycle.				false

		5499						LN		209		15		false		           15   It wouldn't be for the morning when, say, the industrial				false

		5500						LN		209		16		false		           16   customer turns the furnace on.				false

		5501						LN		209		17		false		           17             The gas wouldn't get there in time for that				false

		5502						LN		209		18		false		           18   morning if you added it later?				false

		5503						LN		209		19		false		           19        A.   We don't know what the mismatch is until later.				false

		5504						LN		209		20		false		           20             MS. SCHMID:  Those are all my questions.				false

		5505						LN		209		21		false		           21   Thank you.				false

		5506						LN		209		22		false		           22             THE WITNESS:  Thank you.				false

		5507						LN		209		23		false		           23             CHAIRMAN LAVAR:  Mr. Olsen?				false

		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
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		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
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		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
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		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
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		5706						LN		217		14		false		           14   He seems to assume that aggregation would eliminate the				false
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		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

		5715						LN		217		23		false		           23   where Mr. Schwarzenbach proposes to eliminate aggregation				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
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		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
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		5739						LN		218		21		false		           21             MR. DODGE:  Thank you.  Mr. Fishman is				false
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		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
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		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
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		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
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		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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		6239						LN		238		1		false		            1   and I would agree it would be helpful to have the				false

		6240						LN		238		2		false		            2   transcript in as much as time as you deem you could				false

		6241						LN		238		3		false		            3   reasonably provide us as we're all busy.				false

		6242						LN		238		4		false		            4             CHAIRMAN LAVAR:  Okay.  Let me just ask one				false

		6243						LN		238		5		false		            5   more question of these two before we go on.  And this				false

		6244						LN		238		6		false		            6   question is for everyone to consider, though.				false

		6245						LN		238		7		false		            7             Is there a bunch of practical distinction				false
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		6249						LN		238		11		false		           11             MS. SCHMID:  Only with regard to when that time				false
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		6251						LN		238		13		false		           13             CHAIRMAN LAVAR:  Okay.  Mr. Olsen?				false

		6252						LN		238		14		false		           14             MR. OLSEN:  Well, I guess if it's ordered,				false

		6253						LN		238		15		false		           15   we of course have to do it.  If it's something that is				false

		6254						LN		238		16		false		           16   discretionary, we would decide whether as a matter of				false

		6255						LN		238		17		false		           17   policy it was worth the time or trouble.  So, I guess				false

		6256						LN		238		18		false		           18   that would be the distinction I would make on that.				false

		6257						LN		238		19		false		           19             CHAIRMAN LAVAR:  Okay.  Thank you.				false
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		6259						LN		238		21		false		           21             MR. DODGE:  And I would leave it up to the				false

		6260						LN		238		22		false		           22   Commission whether you think post-hearing briefs would be				false

		6261						LN		238		23		false		           23   useful or not.  I think the practice is typically not to				false
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		6268						LN		239		4		false		            4   I think you shouldn't if you think you understand				false

		6269						LN		239		5		false		            5   everything adequately, but we're more than happy				false

		6270						LN		239		6		false		            6   to brief it if you think that would be helpful.				false

		6271						LN		239		7		false		            7             CHAIRMAN LAVAR:  Thank you.				false

		6272						LN		239		8		false		            8             MR. COOK:  I'll just reiterate Mr. Dodge's				false

		6273						LN		239		9		false		            9   comments.				false
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		6279						LN		239		15		false		           15   what issues or should we brief a position generally.				false

		6280						LN		239		16		false		           16   If there's something specifically that you would like us				false

		6281						LN		239		17		false		           17   to address, I'd like some direction on that if possible.				false

		6282						LN		239		18		false		           18             CHAIRMAN LAVAR:  Okay.  I think we should				false

		6283						LN		239		19		false		           19   probably recess and discuss the issue, but before we do				false

		6284						LN		239		20		false		           20   that, I'll see if Commissioner White or Commissioner				false
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		6286						LN		239		22		false		           22   or two.				false
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		6293						LN		240		3		false		            3   twice.				false

		6294						LN		240		4		false		            4             CHAIRMAN LAVAR:  That makes sense.				false

		6295						LN		240		5		false		            5             COMMISSIONER WHITE:  Good idea.				false

		6296						LN		240		6		false		            6             CHAIRMAN LAVAR:  Okay.  Anything further, then?				false

		6297						LN		240		7		false		            7             MS. CLARK:  No.  Thank you.				false

		6298						LN		240		8		false		            8             CHAIRMAN LAVAR:  Okay.  We will be in recess				false
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		6339						LN		241		23		false		           23   checking in here to see if someone does show up.				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?
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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
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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,
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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





                                                                       54

�









            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





                                                                       74

�









            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





                                                                       86

�









            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.
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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
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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."





                                                                      211

�









            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





                                                                      237

�









            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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