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I. INTRODUCTION 1 

Q. Please state your name and business address. 2 

A. My full name is Maria E. Jones, but I am known at Dominion Resources, Inc. (“Dominion”) 3 

as Gina Jones.  My business address is 701 East Cary Street, Richmond, Virginia 23219.  4 

Q. By whom are you employed and what is your position? 5 

A.  I am Accounting Manager for Dominion Resources Services, Inc. (“DRS”), a subsidiary 6 

of Dominion.   7 

Q. What are your qualifications to testify in this proceeding? 8 

A. I have listed my qualifications in Joint Notice and Application Exhibit 8.1R attached to my 9 

rebuttal testimony. 10 

Q. Have you previously filed testimony in this case? 11 

A. No. 12 

Q. What is the purpose of your testimony? 13 

A. The purpose of my testimony is to support the approval of the proposed merger (“Merger”) 14 

between Dominion Resources, Inc. (“Dominion”) and Questar Corporation (“Questar 15 

Corp.”), including Questar Gas Company (“Questar Gas”).  After the Merger is effective 16 

(“Effective Time”), Questar Corp. will become a wholly-owned subsidiary of Dominion 17 

that will continue to exist as a separate legal entity (herein referred to as “Dominion 18 

Questar”), and Questar Gas (herein referred to as “Dominion Questar Gas”) will remain a 19 

direct, wholly-owned subsidiary of Dominion Questar and will continue to exist as a 20 

separate legal entity with its own complete set of books and records.   21 
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In my rebuttal testimony, I will respond to portions of the testimony of the Office of 22 

Consumer Services (“Office”), regarding accounting related issues pertaining to affiliate 23 

transactions, and accounting issues pertaining to the tracking of transaction and transition 24 

costs associated with the Merger.  More specifically, my testimony will address (i) the 25 

process by which the financial books and records of Dominion and its subsidiaries are 26 

maintained; and (ii) the process by which DRS allocates corporate and shared services 27 

costs among affiliates, including verifiability of these costs.   28 

II. OVERVIEW 29 

Q. Generally, what issues did the witnesses raise with regard to accounting? 30 

A. The witnesses wanted assurances that there would be an audit trail with regard to affiliate 31 

transactions and that transaction and transition costs associated with the Merger would be 32 

recorded in separate accounts and readily identifiable and reviewable.  They also wanted 33 

information on accounting for and allocation of shared services and expressed concerns 34 

that Dominion Questar Gas’ shared services costs might increase as a result of the Merger. 35 

Q. Can you provide these assurances and the requested information? 36 

A. Yes.  As I will explain in more detail below, Dominion’s financial reporting system and 37 

bookkeeping process will record the details of all transactions and can readily provide any 38 

information needed to audit them.  Dominion has accounting controls to assure that 39 

transactions are properly recorded.  Joint Applicant Witness Fred G. Wood, III addresses 40 

the Joint Applicants’ commitment with regard to capping operating costs. 41 
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III. DOMINION’S FINANCIAL REPORTING SYSTEM 42 

Q. Please explain Dominion’s financial reporting and bookkeeping process to verify its 43 

own costs, separate from those of its affiliates.  44 

A. Dominion and its subsidiaries utilize a software system known as Systems, Applications, 45 

and Products in Data Processing (“SAP”).  SAP is an enterprise resource planning system 46 

commonly used by public utilities that integrates key business functions and automates 47 

financial transactions, which allows for more efficient processing and availability of real-48 

time data.  SAP is the “book of record” housing all underlying financial transactions for 49 

each legal entity within Dominion.  Dominion utilizes SAP’s Business Planning and 50 

Consolidation software for external reporting of individual legal entity and consolidated 51 

financial results. 52 

Q. What system does Questar Corp. use to maintain its financial reporting and book-53 

keeping process in order to verify its own costs, separate from those of its affiliates? 54 

A. Currently, Questar Corp. and its affiliates, including Questar Gas, but excluding Wexpro, 55 

utilize PeopleSoft as their source financial system and “book of record.”  Wexpro 56 

companies utilize Excalibur software that is tailored for the oil and gas industry. 57 

Q. If the Merger is approved, will Questar Corp.’s “book of record” transition from 58 

PeopleSoft to SAP?  If so, please explain the process. 59 

A. With the exception of Wexpro, the Questar entities, including Dominion Questar Gas, will 60 

continue to use PeopleSoft as their source financial system and “book of record” until the 61 

transition to SAP takes place, which is currently planned to occur effective January 1, 2018.  62 

Access to PeopleSoft historical and transactional data will be maintained.  Wexpro will not 63 

be transitioned to SAP and will retain Excalibur as its source financial system. 64 
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Upon transitioning to SAP, a complete and separate set of books containing all the 65 

underlying financial transactions and certain linked source documentation (e.g., invoices) 66 

for the Questar entities, including Dominion Questar Gas, will be maintained in SAP with 67 

easy accessibility by authorized users in any location.  The costs of Dominion Questar Gas’ 68 

investments, assets and liabilities, as well as transactions associated with other Dominion 69 

subsidiaries, such as DRS, will be separately recorded and identified on Dominion Questar 70 

Gas’ books.  71 

 

 

 

Q. What process will Dominion use to control and review affiliate transactions with the 72 

Questar entities? 73 

A. The controls for the Questar entities will be the same as for other affiliates and 74 

subsidiaries of Dominion.  These controls include:  75 

(1) transactions that Questar entities, including Dominion Questar Gas, enter into 76 

with Dominion subsidiaries will require agreements to be executed and signed by 77 

authorized representatives prior to establishing the proper inter-company accounts 78 

and billing elements in the SAP system;  79 

(2) affiliate transactions pertaining to the sale or purchase of commodities, 80 

investments, or other assets that are material in amount will be reviewed for proper 81 

accounting and recordation on each of the subsidiaries’ books;  and 82 
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(3) affiliate transactions will be recorded in the SAP system on the books of Questar 83 

entities, including Dominion Questar Gas, in general ledger accounts that 84 

specifically identify the affiliate and the nature of the transaction.  These 85 

transactions are reconciled monthly to ensure that both sides of the transaction are 86 

properly recorded and eliminated in consolidation to avoid an omission or double-87 

counting of transactions.  Additionally, there are various general accounting 88 

controls in place to ensure proper recordation of transactions on the books of all 89 

Dominion affiliates.  These include performing account reconciliations, reviewing 90 

open invoices for proper coding and accrual, maintaining proper supporting 91 

documentation for all manual journal entries, performing variance analysis and 92 

authorizing access to critical system roles that generate accounting transactions. 93 

IV. ALLOCATION OF CORPORATE SERVICE COSTS 94 

Q. How does Dominion provide shared services to its newly-formed subsidiaries? 95 

A. Shared services are provided to newly-formed subsidiaries upon execution of a service 96 

agreement with DRS.  Typically, a DRS services agreement is executed that covers both 97 

the parent or holding company and all its subsidiaries.  If regulated entities are involved, a 98 

separate services agreement with the regulated entity may be executed, in order to facilitate 99 

a more direct billing and transparency of service company expenses on that regulated 100 

entity’s books. 101 

Q. How does DRS allocate costs of providing services to its affiliates? 102 

A. DRS will charge the costs of providing services in accordance with the DRS services 103 

agreement.  These costs include labor, benefits, incentives, payroll taxes, overheads, 104 

facilities, infrastructure, enterprise software/hardware costs and interest costs. 105 



 

 

  

 
 

 JOINT NOTICE AND APPLICATION EXHIBIT 
8.0R  
REBUTTAL TESTIMONY OF  DOCKET NO. 16-057-01 
MARIA E. JONES PAGE 6  

  

 Incremental, out-of-pocket expenses that DRS incurs for the direct benefit and convenience 106 

of an affiliate, are not included in its cost of providing service, but are recorded directly on 107 

the affiliate’s books and paid for by that affiliate. 108 

 DRS utilizes a work order system that is structured to support the DRS services agreement 109 

framework.  Departments, referred to as “cost centers” are aligned by service category and 110 

capture all costs of doing business for that department.  Projects commonly referred to as 111 

work breakdown structures (“WBS elements”) capture the labor costs and expenses 112 

charged by employees of a department.  The costs in WBS elements are billed out monthly 113 

to affiliates. 114 

Employees record their labor costs and expenses to either a “direct” or “allocation” WBS 115 

element.  Employee time charging is the primary basis for billing affiliates.  Time entry is 116 

required on a weekly basis, but is encouraged to be entered daily.  Management reviews 117 

and systematically approves time entered by the employee for the month. 118 

Direct WBS elements contain costs that have been directly assigned to a specific affiliate, 119 

based upon hours charged per an employee’s time record and applicable bill rate.  Direct 120 

WBS elements contain unique coding referencing the type of service and affiliate receiving 121 

the service. 122 

Allocation WBS elements contain costs that are also based on an employee’s time record 123 

and applicable bill rate, but instead of being directly assigned and billed to a specific 124 

affiliate, these costs are allocated and billed to a group of affiliates in accordance with pre-125 

defined allocation factors that distribute costs in a cost-causative manner for that particular 126 

service.  For example, maintenance fees associated with the SAP system license are 127 

allocated on the basis of users across all Dominion entities.  To the extent practicable, 128 
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allocation methodologies for each service department are aligned with that department’s 129 

primary cost driver.  A general allocation method, based on operating and maintenance 130 

(“O&M”) expenses is used when all affiliates benefit, but a cost-causative link is not 131 

readily determinable.  For example, monthly financial closing activities performed by 132 

Accounting benefit all Dominion entities and are allocated based on the general O&M 133 

allocation factor.  Allocation methods are documented and allocation factors are updated 134 

at least annually or more frequently as necessary to reflect fair and equitable distributions 135 

to all affiliates that benefit from the service provided. 136 

Q. Is there a means to trace those costs and verify they were properly billed or allocated? 137 

A. Yes.  I stated earlier in my rebuttal testimony there are various controls and levels of 138 

review, but let me provide some more detail. 139 

The cost of labor and expenses charged by DRS employees and accumulated in WBS 140 

elements are billed out monthly to each affiliate.  DRS bills are generated through a 141 

systematic program that simultaneously posts inter-company billing entries on both DRS’ 142 

and affiliates’ books. 143 

DRS bills are readily identifiable as service company expenses on the books of each 144 

affiliate, and can be verified back to the source transactions and supporting documentation 145 

on DRS’ books and records.  Specifically, the SAP system provides a link or connection 146 

back to the costs accumulated in the WBS elements that correspond with the DRS bills 147 

posted on the affiliates’ books.  For costs that are directly assigned, a systematic link exists 148 

to verify time charges and other expenses charged directly by DRS employees to the 149 

affiliate.  For example, vendor invoice documents are imaged and attached with the 150 

transaction on DRS’ books.  Time records and documentation to support the hours charged 151 

by employees are also available.  For costs that are allocated, a systematic link exists to 152 
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verify the entirety of hours charged by employees and the expenses, as well as the percent 153 

that was allocated to that affiliate. 154 

Upon request, accounting documents and other information, appropriate to support 155 

amounts billed by DRS, will be made available, including personnel necessary to explain 156 

the requested information.   157 

Q. Are there any safeguards to prevent subsidization of shared services?  158 

A.  Yes.  Various accounting and cost allocation safeguards are in place to prevent 159 

subsidization of shared services costs between regulated and non-regulated affiliates:   160 

1) only a limited number of users can post inter-company journal entries between 161 

DRS and affiliates;   162 

2) restrictions in SAP prevent systematic transactions between DRS and affiliates 163 

without proper authorization;  164 

3) allocation factors utilized by DRS to allocate costs among affiliates are updated 165 

at least annually;  166 

4) third party invoices paid by DRS that are greater than an established threshold 167 

are evaluated for proper coding;  168 

5) variance analysis of DRS department costs is conducted monthly with DRS 169 

management;  170 

6) variance analysis of DRS bills is conducted prior to billing affiliates;   171 
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7) all significant manual journal entries that are posted on DRS books require 172 

review and approval; and  173 

8) benchmarking studies of DRS cost allocations to other regulated Dominion 174 

subsidiaries are routinely performed on a biennial basis, and the Joint Applicants 175 

intend to conduct similar, biennial benchmarking studies for Dominion Questar so 176 

they are available when Dominion Questar Gas files its next general rate case.   177 

Q. On page 27 of his testimony, Office Witness Kollen expresses concern that Dominion 178 

has not sufficiently committed that any accounting changes that are required to 179 

conform the Questar entities’ accounting to Dominion’s will be excluded from  180 

Dominion Questar Gas’ cost of service for ratemaking purposes.  Accordingly, he 181 

recommends that the changes be recorded in subaccounts so that they can be readily 182 

excluded for ratemaking purposes.  Please respond. 183 

A. Dominion is still evaluating the accounting policies of the Questar entities to determine 184 

whether there are significant differences that are necessary to conform the Questar entities 185 

to Dominion’s accounting policies.  Dominion would not expect significant changes to 186 

Dominion Questar Gas’ accounting policies, as those accounting policies have been 187 

reviewed by the Commission in setting rates and establishing regulatory accounting.  If 188 

there are any differences in accounting policies that must be conformed on Dominion 189 

Questar Gas’ Generally Accepted Accounting Principle (“GAAP”) books and records, 190 

Dominion will establish the appropriate cost tracking mechanisms necessary to readily 191 

identify these amounts. 192 

Q. On page 14, Office Witness Kollen has expressed concerns that the Applicants do not 193 

have a process for separately identifying and recording transaction and transition 194 

costs.  Please respond. 195 
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A. Joint Applicant Witness Wood will address the Joint Applicants’ view on the definitions 196 

of transaction and transition costs.  As transaction and transition costs are incurred, they 197 

will be recorded in specific projects and accounts and separately tracked on the applicable 198 

books of the Dominion entities incurring such costs.  To the extent that costs  must be 199 

pushed down to Questar entities, including Dominion Questar Gas, in accordance with 200 

“GAAP,” the costs will be  recorded on the books of Questar entities, including Dominion 201 

Questar Gas, in sufficient accounting detail as described above to readily identify them for 202 

ratemaking purposes. 203 

Q. On pages 14-15 of his testimony, Office Witness Kollen asserts that there is a risk of 204 

increased costs through affiliate transactions.  Mr. Kollen expresses concerns that 205 

initially following the Merger, Dominion Questar Gas will be charged for shared or 206 

common services by both Questar Corp. and DRS, which will provide some or all of 207 

these services in the future.  Please respond.   208 

A. Initially, from the Effective Time through the date that Questar entities are migrated into 209 

Dominion’s SAP system and processes (i.e., transition period), costs billed by DRS will be 210 

limited to those services that DRS employees perform that directly benefit and support the 211 

functions and operations of Questar entities, including Dominion Questar Gas, and that are 212 

not duplicative of those performed by Questar employees.  Controls and processes will be 213 

in place to prevent duplicative services from being billed to Questar entities.  For example, 214 

the functions of each DRS service department will be evaluated to identify eligible 215 

activities billable to Questar entities during the transition period.  Only the applicable 216 

billing WBS elements and accounts will be created and released for charging by applicable 217 

DRS employees.  DRS will bill these costs to Dominion Questar, who will then allocate 218 

them to the Questar entities, including Dominion Questar Gas, on the basis of Distrigas 219 

percentages.  Additionally, executive time and expenses for the management and oversight 220 
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of Questar employees will also be billed by DRS to Dominion Questar, using DRS’ pre-221 

defined method of allocation for that service.   222 

Q. On page 14 of his testimony, Office Witness Kollen also has concerns that initially 223 

there is a risk of increased shared or common services that will be billed through 224 

affiliate charges for natural gas from Wexpro, and for transportation services from 225 

Questar Pipeline.    226 

A. The process and controls described above will prevent duplicative shared or common costs 227 

from being billed by DRS to all Questar entities, including Wexpro and Questar Pipeline. 228 

Q. On page 43 of his testimony, Mr. Kollen questions whether differences in allocation 229 

methodologies for services between Questar Corp. and DRS could result in increased 230 

costs to Dominion Questar Gas.   231 

A.  DRS and Questar Corp. are similar in nature in that both are service organizations that 232 

assign the cost of services they provide to their affiliates in a cost causative manner using 233 

direct charge or allocation methodologies.  Costs benefitting a specific affiliate are charged 234 

directly to that affiliate and costs benefitting multiple affiliates are allocated to those 235 

affiliates based on a pre-defined method.  For example, employee headcount is used by 236 

both companies to allocate certain employee-related costs.   237 

 Prior to January 1, 2018, Joint Applicants will present and review with the Office and the 238 

Division of Public Utilities (“Division”) methodologies for allocating corporate and shared 239 

services costs, as described in the DRS Cost Allocation Manual.  Dominion will work 240 

diligently to resolve any issues or concerns that arise during this review process, prior to 241 

fully integrating the Questar entities, including Dominion Questar Gas, into SAP, effective 242 

January 1, 2018.  Ultimately, all costs, including allocated service company costs, are 243 

subject to review and approval for rate recovery by the Commission in rate proceedings.  244 
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Therefore, customers are protected from Mr. Kollen’s concern by regulatory review and 245 

oversight.  246 

 In addition, Dominion Questar Gas will work with the Division and Office on a 247 

collaborative basis to develop affiliate transactions reporting requirements and will file 248 

such information beginning July 1, 2018 for the 12 months ending 2017 and thereafter 249 

annually. 250 

Q. Does this conclude your testimony? 251 

A.  Yes.  252 



 

 
 

Commonwealth of Virginia  ) 
                ) ss. 
County/City of _______________ ) 
 
 I, Maria E. Jones, 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. 

 

      ______________________________________ 
      Maria E. Jones 

 

SUBSCRIBED AND SWORN TO this __ day of July, 2016.  

 

      ______________________________________ 
      Notary Public 
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