Inthe Matter Of:

InRe: DEU - Resource Decision to Construct an LNG Facility

HEARING, VOLUME I
October 02, 2018
Job Number: 470014

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


http://www.litigationservices.com

BEFCRE THE PUBLI C SERVI CE COVWM SSI ON OF UTAH

In the Matter of the Docket No. 18-057-03

I nvestigati on of Dom ni on

Energy's Application for HEARI NG
Vol unt ary Request for
Approval of Resource Vol une 2

Deci si on

N N N N N N N

Cct ober 2, 2018
9:02 a.m

Locati on: Ut ah Public Service Conm ssion
160 East 300 South, 4th Fl oor
Salt Lake City, UT 84111

Reporter: Teri Hansen Cronenwett
Certified Realtine Reporter, Registered Merit Reporter

Job No. 470014



http://www.litigationservices.com

HEARI NG VOLUME Il - 10/02/2018

o o~ W

\l

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

Page 296
APPEARANCES

Board Menbers: Thad LeVar, Chairnan
David d ark
Jordan Wiite

For Dom ni on Ener gy Caneron L. Sabin

Ut ah: STCEL RIVES, LLP
201 South Main Street
Suite 1100

Salt Lake GCity, UT 84111
(801) 578-6985
caneron. sabi n@t oel . com

Jenni ffer Nelson dark

Dom ni on Energy Ut ah

333 South State Street

P. O Box 45433

Salt Lake City, Utah 84145-0433
(801) 324-5392

(801) 324-5935 (fax)

Jenni ffer.clark@om ni onener gy.

com
For the Division of Justin C. Jetter
Public Utilities: Assi stant Attorney General

160 E. 300 South, 5th Fl oor
P. O Box 140857

Salt Lake City, UT 84114-0857
(801) 366-0335

] ] etter @gut ah. gov

For the O fice of Steven W Snarr

Consuner Servi ces: Assi stant Attorney GCeneral
160 East 300 South, 5th Floor
P. O Box 140857
Salt Lake City, UT 84114-0857
(801) 366-0158
st evensnarr @gut ah. gov

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



http://www.litigationservices.com

HEARI NG VOLUME Il - 10/02/2018

Page 297
1 For Magnum Gary Dodge
HATCH JAMES AND DODGE, P.C.
2 10 West Broadway, Suite 400
Salt Lake G ty, UT 84101
3 (801) 363-6363
(801) 363-6666
4 gdodge@,j dl aw. com
5
For Ut ah Associ ation Phillip J. Russell
6 of Energy Users: HATCH JAMES AND DODGE
10 West Broadway, Suite 400
7 Salt Lake City, UT 84101
(801) 839-4811
8 (801) 363-6666
prussel | @j dl aw. com
9
10
11
12 | NDE X
13 Wt ness Page
14 JEROVE M ERZWA
15 Redi rect Exam nation by M. Snarr 300
16 Recr oss- Exam nation by M. Sabin 307
17 Redi rect Exam nation by M. Snarr 316
18 KEVI N HOLDER
19 D rect Exam nation by M. Dodge 317
20 Cr oss- Exam nation by M. Sabin 331
21 DAVI D SCHULTZ
22 D rect Exam nation by M. Dodge 342
23 Cr oss- Exam nation by M. Sabin 349
24
25

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



http://www.litigationservices.com

HEARI NG VOLUME Il - 10/02/2018

1 NEAL TOANSEND rage <38
2 Direct Exam nation by M. Russell 359
3 Cross-Exam nation by M. Jetter 361
4 DOUGLAS WHEELWRI GHT
5 Direct Exam nation by M. Jetter 367
6 Cross-Exam nation by Ms. dark 375
7 ALLEN NEAL
8 Direct Exam nation by M. Jetter 379
9 Cross- Exam nation by M. Sabin 386
10 Redi rect Exam nation by M. Jetter 413
11 Recr oss- Exam nati on by M. Sabin 415
12 BELA VASTAG
13 Direct Exam nation by M. Snarr 419
14 ALEX WARE
15 Direct Exami nation by M. Snarr 427
16
17 Gl osing Argunents
18 By M. Sabin 433
19 By M. Jetter 447
20 By M. Snarr 452
21
22
23
24
25

Litigation Services | 800-330-1112

www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG VOLUME Il - 10/02/2018

© 00 N oo o b~ w N P

=
o

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

EXHI BI TS
No.
DEU Ex. 9.0

DPU Exhi bits 1.0 through 1.6.
Surrebuttal exhibits 1.0 through 1.4

DPU Exhibits 2.0 through 2.17 DR
MAGNUM 1.0, with attached exhibits, and 1.0 SR

Page 299

Adm tted

392

369
380
320

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



http://www.litigationservices.com

HEARI NG VOLUME Il - 10/02/2018

1 Cctober 2, 2018 9:02P39%1300

2 PROCEEDI NGS

3 CHAl RMAN LEVAR: Ckay. Good norning. W're

4 here for the second day of the Public Service Conmm ssion

5 hearing in Docket 18-57-3, Request of Dom ni on Energy

6 Uah for Approval of a Voluntary Resource Decision to

7 Construct an LNG facility.

8 And we will continue with any redirect from

9 the Ofice of Consunmer Services of their wtness

10 M. Merzwa. You are still under oath from yesterday.

11 So M. Snarr.

12 JEROVE M ERZWA,

13 was recalled as a witness, and having been previously

14 duly sworn to tell the truth, testified as follows:

15 REDI RECT EXAM NATI ON

16 BY MR SNARR

17 Q Thank you. M. Merzwa, yesterday you had

18 some discussions with counsel for Dom nion about gas

19 supplies, and we were tal king about on-system supplies

20 and off-system supplies. Wat is your understanding

21 about the gas supplies that are accessed by Domnion to

22 serve their, their needs? Were are they |ocated?

23 A They are all |ocated off system additionally.

24 Q kay. Thank you. Let ne refer you now to the

25 tech conference presentation. | believe that was
Litigation Services | 800-330-1112
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1 presented yesterday as Dom nion Exhibit No. 12. Do you
2 have a copy of that in front of you, M. Merzwa? 1|'m
3 not sure if that has 12 on it.

4 A Yes, it does.

5 Q Okay. And 1'd like you to turn to page 12 of
6 that presentation. Do you have that in front of you?

7 A | do.

8 Q Wth respect to slide 12, is -- what is your
9 understanding of what is portrayed there in that graph?
10 A Thi s graph shows the conpany's sources of gas
11  supply that they would be using on a design day. |It's
12 sometinmes, | guess, been referred to as a supply stack.
13 Q And this specifically is |abeled 2018, 2019
14  sources for peak day. |Is that correct?

15 A That's correct.

16 Q Now, you have reviewed the testinony in this
17  proceeding and are aware of the proposal to build and
18 have an LNG facility available. Wat's your

19 understandi ng about the use of that LNG facility as it
20 relates to gas supplies in this peak day supply stack?
21 A The LNG facility would not be included in the
22  supply stack. It would be a backup source of supply.
23 Q And that's notw t hstandi ng peak shaving or gas
24 reliability or whatever |abels you put on it?
25 A l'"'msorry. | didn't --
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1 Q Never mnd. |'ll wthdraw that questiolralége 2
2 Focusing right now on spot gas, peaking purchases and

3 base | oad purchases, did you participate in discovery

4 efforts on behalf of the Ofice of Consuner Services to
5 find out nore about the sources of these purchased gas

6 supplies?

7 A Yes, | did.

8 Q And 1'd like to now direct you to exhibits

9 that were attached to your direct testinony. And |

10 think there is several that are part of what is

11 denom nated Exhibit No. 2.1, but specifically I'd |ike
12 to direct your attention in that package of materials to
13 an item | abeled OCS data request. Well, it's a response
14 to OCS data request No. 2.02. Do you have that in front
15 of you?

16 A Yes, | do.

17 Q And what does it say in that response fromthe
18 conmpany as it relates to the sources of gas that are

19 purchased by the conpany?

20 A It says that -- well, the question asks for

21 provide a nonthly summary or estimate for the winter of
22 2018, 2019, identifying the quantity of gas purchased by
23 the conpany that flowed through a processing facility.
24  And the answer is partially conf -- part of the answer
25 is confidential, but that part that isn't says, "The
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conpany does not know where gas cones fromprior to the

poi nt of purchase froma plant.”

Q It also indicates that if it's purchased at
the outlet of a plant, it can be assunmed that it was
processed there, right?

A Yes. It says that, yes.

Q Now, referring to the confidential attachment,
and | don't believe ny questions will need to close the
heari ng, have you reviewed the various different points
of purchase? How nmany -- approxi mately how many
different places do they purchase gas fromthat cone
into the Questar pipeline?

A It | ooks |ike about two dozen.

Q OCkay. And there's a nunber of those |ocations
of purchase that reflect that it's being purchased at
the outlet of a plant; is that correct?

A Correct.

Q Rough estimate, how many plants are listed
t here?

A | -- onthis list | see four or five.

Q kay. Thank you. Now, turning to an exhibit
that we presented yesterday as OCS Hearing Cross Exhibit
No. 6 we submtted into evidence yesterday, this asks
simlar questions related to the Wexpro cost of service

gas. Do you have that docunment in front of you?
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1 A Yes, | do. rage s
2 Q And could you -- does this |list the various

3 different fields where Wexpro gas cones fronf

4 A Yes, it does.

5 Q And in itemsub B, does it list the different
6 plants that are used?

7 A Yes, it does.

8 Q And initemCit lists some pipelines that are
9 relied upon in bringing that Wexpro gas to Questar;

10 isn't that right?

11 A. Yes, it does.

12 Q WAs there a sinple question that was asked

13 about the other pipelines that support the delivery of
14 gas supplies to Questar Pipeline?

15 A Yes, there was. It was question OCS 2. 06.

16 Q And that's part of your initial Exhibit No.

17 2.1; isn't that right?

18 A That's correct.

19 Q Now, let's review that for just a mnute.
20 That shows both -- it shows the direction of flow, isn't
21 that correct?
22 A Yes, it does.
23 Q What are the pipelines listed here that
24 indicate that DEQP is receiving gas supplies fromthe
25 listed pipeline?

Litigation Services | 800-330-1112
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1 A It lists DEQ -- DEQP is receiving gas ff3%$ S
2 Colorado Interstate Gas Conpany, Dom ni on Energy

3 Overthrust, obviously Kern River, Southern Star Central
4 Gas pipeline, and Wite River Hub.

5 Q And what about Northwest pipeline?

6 A |*'msorry. And Northwest pipeline.

7 Q OCkay. So gas supplies can be received from

8 any of these pipelines presumably in support of the

9 purchases being nade and delivered into Questar

10 Pipeline; isn't that right?

11 A That's what the response says, yes.

12 Q Okay. Now I'd like you to refer to Exhibit

13 2.02. This was discussed yesterday by M. Pratt, but

14 it's the map that shows kind of a sinplified version of
15 the Questar Pipeline. Do you have that in front of you?
16 A Yes, | do.

17 MR SABIN. Sorry. What was that again,

18  Counsel ?

19 MR SNARR It's -- it's the map exhibit that
20 is part of Domnion's Exhibit 2.02 and was di scussed
21 yesterday as part of what was presented here on the
22 screen.
23 Q (By M. Snarr) Looking at that map, can you
24 just -- it does show principal producing basins there in
25 gray; is that correct?
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A. Yes, it does.

Q Coul d you just list those for us so that we
understand all the produci ng basins that are
i nterconnected and supplying gas?

A On this map it shows the Geen River, Skul
Creek, Sand Wash, Piceance, Paradox, and Overthrust.

Q And you m ssed Ui ntah there, didn't you?

A |*"msorry. And U ntah.

Q And just for clarification, it's probably a
secret only known to those who play in the arena here.
It's the Piceance Basin in Col orado.

Now, as you have | ooked at this system
what -- this map, what is the light blue line there as
far as this map i s portrayi ng?

A It shows Northwest Pipeline.

Q It shows Northwest Pipeline extending north
goi ng up past Overthrust, and it also shows it going
south past Monticello; is that correct?

A That's correct.

Q Have you had a chance to |l ook at a map rel ated
to Northwest Pipeline to see the extent of possible
ot her supply basins that m ght be reached by Northwest?

A Yes.

Q And would it be fair to say that they can

access gas supplies in the San Juan basin?
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A. Yes.

Q And isn't it also true that Northwest accesses
gas supplies comng in from Canada?

A Yes, it does.

Q And so what are the benefits of gas supply
diversity as you see it?

A Vll, if there's sonething affecting one area
where there's a gas supply disruption, if you are
diversified, it doesn't -- the inpact is reduced and
there's other alternatives you can rely on

Q And do those sane principles of diversity
apply to possible plant usage and pl ant outages?

A Yes.

MR SNARR: Ckay. | have no further
questi ons.
CHAl RMAN LEVAR: Ckay. Thank you. Any
recross?
MR SABIN. Just a couple of questions.
RECROSS- EXAM NATI ON
BY MR SABI N:

Q M. Merzwa, if you would | ook at slide 12
with ne for a noment on the Exhibit, DEU Exhibit 12, the
t echni cal conference slide deck.

A You say supply deck?

Q This, this docunent here.
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1 A Al right.
2 Q On a very cold or even a peak demand, a design
3 peak day, you wouldn't expect there to be a | ot of
4 flexibility in the market on spot purchases, would you?
5 There wouldn't be a lot of availability, right, because
6 everybody's wanting to get gas?
7 A | think the market would ration itself out at
8 price.
9 Q Assum ng there was supply, right?
10 A | have never seen -- | have never run across
11 an instance where sonebody couldn't get gas if they are
12 wlling to pay the price.
13 Q Vell, it happened down in 2011, didn't it, in
14  Sout hwest Gas?
15 A Sout hwest Gas. That's --
16 Q No matter how nmuch spot purchase was avail abl e
17 on other pipelines, they couldn't get it because there
18 just wasn't availability in the area they were on,
19 right?
20 A They were connected to one pipeline, and the
21 pi peline failed.
22 Q Sois it -- it would be a risky assunption at
23 the least torely on the availability of spot purchases
24 in the event of a design peak day. Wuldn't you agree
25 with that?
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1 A Wl l, the conpany |looks like it's relying on

2 50 percent of themfor half its stack

3 Q Yeah, but well below the top when you get up

4 to a design peak day. They are relying on them They

5 have got Clay Basin and the aquifers before you get to

6 that kind of demand |evel, don't you?

7 A Right, but they are purchasing the spot gas on

8 the design day.

9 Q They are purchasing the gas up to alnost 1.2

10 mllion, right?

11 A Yes.

12 Q Right? The design peak day doesn't arrive

13 until above that; isn't that true? So isn't the conpany

14 reserving Cay Basin and the aquifers as a last -- on

15 this supply stack, they are not going to use those until

16 they are maxed out on spot purchase. |Isn't that what

17 this is saying?

18 A | don't get that they are bei ng maxed out on

19 spot purchases. |I'mnot -- it doesn't say that they

20 can't use nore spot gas.

21 Q kay. Let me go back to ny original question.

22 Don't you think that if your supply reliability resource

23 was just to rely on spot purchases, that that's a very

24  risky proposal ? Because you are assumng there wll be

25 avail abl e spot purchases, and you will -- you are
Litigation Services | 800-330-1112
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1 assuming you will get them at reasonable prices? rage St
2 A Vel l, usually conpanies don't rely a ot on

3 spot gas. They call it firmgas. | don't know why they
4 are being called spot gas here. But generally it's firm
5 gas under firmarrangenents --

6 Q So you are tal king about --

7 A And priced at -- priced at spot market prices.
8 Q Yeah. How long does it take to schedul e and

9 receive gas in that process?

10 A It generally takes a day.

11 Q So if you had a problem you are going to wait
12 at least a day before that even is an option, right?

13 A No. Well, you have tinmes during the day to

14  buy gas. You also have, you know, the nom nation

15 cycles. There's -- | forgot, there's four. There's

16 five now O there was four. You don't have to -- you
17 can buy it later than one day in advance.

18 Q Ckay. So I'mgoing to ask you a question |

19 asked you yesterday. |If you are putting yourself in

20 Tina Faust's shoes, and it's you that gets the call at
21 three in the norning that there's going to be a problem
22 with the supply, are you confortable relying on spot

23  purchases?

24 A | woul d have nade sone other sort of

25 arrangenent .
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1 Q kay. | think we all agree. W would 23?§e311
2 wth you on that. Ckay.

3 Now, M. -- or your counsel, M. Snarr, asked
4  you about the sources of the gas. You were here

5 yesterday for Ms. Faust's testinony and you heard her

6 say, "I think that the conpany's entered into |long-term
7 contracts and sone short-termcontracts to buy gas

8 nostly in Uah and Woning." Do we agree with that?

9 A | don't -- | don't recall that testinony.

10 Q OCkay. Well, are you willing to accept that

11  subject to check, that that's where the gas cones fronf
12 A Subj ect to check, yes.

13 Q Ckay. Have you checked to see whether there's
14  even any avail abl e supply on the Northwest Pipeline

15 that's available to -- for the conpany to take? Do you
16  even know whet her that exists?

17 A | assunme that there's gas available on a

18  pipeline.

19 Q Do you know whet her there's gas avail able for
20 t he conpany to purchase on that pipeline?
21 A | have not conducted an analysis to see if
22 there are -- there are suppliers available, but | assune
23 that, just like any other pipeline, there's spot
24 markets, and if you pay the price, you get the gas.
25 Q |'d like you to | ook at this Exhibit OCS --

Litigation Services | 800-330-1112
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1 don't know | don't renmenber what exhibit it mas?ag%.i%z
2 excuse ne. 2.1 to your direct testinony, |I believe it
3 is. You were asked about this. It's a data request.

4 MR SNARR Is that 2.06 in ternms of the data

5 request response?

6 MR. SABI N  Yes.

7 MR SNARR: Thank you.

8 A | have it.

9 Q (By M. Sabin) The actual question there is
10 to please identify the interstate pipeline on which DEQP
11 is interconnected, and then it says, "Please explain
12 whether DEQP receives and delivers gas to each
13 interstate pipeline during the winter season."

14 These are pipelines that may deliver gas into
15 DEQP, but that doesn't nean those are pipelines where
16 the conpany gets gas fromthese pipelines; isn't that
17 right? Just because these pipelines have gas that goes
18 into DEQP doesn't nean that DEU buys gas or gets gas

19 fromthese pipelines?

20 A No. That does not nean that DEU buys gas on
21 these pipelines, but I don't see any reason why they

22 couldn't.

23 Q Wl |, again, have you gone and | ooked at any
24  of these pipelines and the availability of supply on

25 those pipelines over the years?
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1 A Vell, it's nmy opinion -- it's ny experigﬁgg o
2 that gas is a conpetitive commodity, and if you are

3 going to pay the price, you are going to get the gas.

4 Q Right. And we're assumng on a supply -- on a
5 design peak day, again, that this supply would be

6 available. And if you are going to go -- you are going
7 to go buy -- you are suggesting that reliability ought

8 torely on pipelines that are even further distant than
9 the supply sources that the conpany is relying on?

10 A | amsorry. Could you repeat that. | |ost

11 your --

12 Q Wul d you agree with ne that these other

13 pipelines that deliver gas here that you are tal king

14  about, that the conpany is talking about in its

15 response, they are not closer to the conpany's demand

16 center; they are further away?

17 A Yes. They are further away, but that

18 shouldn't be a -- sonmething that stops the conpany from
19  buying the gas.
20 Q You don't think that the risk of supply
21 interruptions is greater the nore distance and the nore
22 inpedinents you potentially have between you and the gas
23  supply?
24 A Technically yes, but you have got a |ot of
25 conpani es on the East Coast that buy gas, that used to
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buy all their gas in the GQulf Coast, and gas traveled

t housands and thousands of mles.

Q And | guess the point there is, they used to?
Ri ght ?

A Right. They don't any --

Q Now t hey have under ground storage and LNG
plants and --

A No. They have Marcel |l us shal e gas
in western --

Q And Marcellus. They have Marcel |l us too. But
the majority of the LNG plants we | ooked at yesterday
are located up in the northwest United States; isn't
that right?

A I n capacity-constrai ned areas. That's why
t hey have LNG for capacity.

Q kay. In any event, you would have to, for
this proposal that you are tal king about or this
di scussi on you have had with your counsel, you woul d
have to enter into |ong-termgas supply contracts,
right? O you would suggest that, | think is what you

wer e sayi ng.

A Wll, I -- no, not long -- long-termin the
I ndustry nmeans long -- generally for gas supply neans
| onger than one year. Cenerally there -- conpanies

usual ly enter into seasonal supplies, w nter nonths.
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Q So are you talking --

A Five winter nonths.

Q What duration of contract are you talking
about? Are you tal king about an interday contract? Are
you tal ki ng about a nonthly con -- what kind of contract
are you tal king about ?

A A typical gas purchase contract or that would
be applicable or would be in effect for the winter
season.

Q Ckay. So you are tal king a seasonal gas
supply contract. Ckay. Right, and the conpany already
assessed that, did it not, inits Option 1 of its
anal ysis? It already went out and said, "W could do
this, and here is the cost associated with it. Hereis
how much extra capacity you woul d have to purchase, and
here is all the details.” 1Isn't that what the conpany
did in Option 1?

A That was part of Option 1.

MR SABIN. Ckay. | don't think |I have any
further questions.

CHAI RMAN LEVAR: Ckay. Thank you. Did you
want to do any nore?

MR. SNARR: Just one question that has been
rai sed that needs to be addressed.

CHAI RMAN LEVAR  Ckay. Thank you. Go ahead.
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1 REDI RECT EXAM NATI ON rage Sib
2 BY MR SNARR

3 Q M. Merzwa, |1'd like to direct your attention
4 back to your Exhibit 2.1, and within that exhibit the

5 response to OCS data request 2.02. Do you have that in
6 terns of the basic response provided by the conpany?

7 2.02, the witten response provided by the conpany.

8 A Two point -- OCS 2.02?

9 Q  Yes.

10 A Yes, | have it.

11 Q And there's an answer there that's provided by
12 Domnion. Could you just read the second sentence of

13 that answer?

14 A "The conpany does not know where the gas cones
15 fromprior to the point of purchase."

16 MR. SNARR: Thank you. | have no further

17  questi ons.

18 CHAI RMAN LEVAR:  Thank you. Comm ssi oner

19 dark, do you have any questions for M. M erzwa?
20 COW SSI ONER CLARK:  No questions. Thank you.
21 CHAI RMAN LEVAR:  Conmi ssi oner \Wite?
22 COW SSI ONER WHI TE:  No questions. Thank you.
23 CHAI RMAN LEVAR | don't have anyt hi ng
24  further. Thank you for your testinony yesterday and
25 this norning.
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1 MR SNARR. May M. Merzwa be excused now?

2 CHAI RMAN LEVAR:  I'Il just ask if any party or
3 commissioner in the roomhas any reason not to excuse

4 him | amnot seeing any, so he is excused. Thank you.
5 And | think we had discussed at this point going to the
6 Magnum wi tnesses. M. Dodge.

7 MR DODGE: Yes. Thank you, M. Chairnan.

8 Thank you and the parties for allowing us to go out of
9 order. Magnumwould like to call Kevin Hol der.

10 COURT REPORTER: And you are going to be

11 facing away fromne, sir, so if you could be sure you
12 are talking right into your mc.

13 THE W TNESS. You bet.

14 CHAI RVAN LEVAR: Do you swear to tell the

15 truth?

16 THE WTNESS: | do.

17 CHAI RVAN LEVAR:  Thank you.

18 KEVI N HOLDER,

19 was called as a witness, and having been first duly
20 sworn to tell the truth, testified as follows:
21 DI RECT EXAM NATI ON
22 BY MR DCDCE:
23 Q M. Hol der, can you state your name and your
24  busi ness address?
25 A My nane is Kevin Holder. M business address
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is 3165 East MIIrock Drive, Suite 330, Holladay, Ut ah.

Q By whom are you enpl oyed and in what capacity?

A | amthe executive vice president of Magnhum
Energy M dstream Hol di ngs, a subsidiary of Magnum
Devel opnent .

Q Can you give a brief description of your
educati onal background.

A | hold a Master's of Business Adm nistration
degree fromthe Meinders School of Business at Okl ahoma
City University and a Bachel or of Science in business
adm nistration from Loui siana State University. o
tigers.

Q And can you give a brief description of your
pr of essi onal experience.

A More than 30 years of my professional career
has been in gas m dstream space. Prior to joining
Magnum in 2015, | was the principal and general manager
of SRV Energy Advisors, an advisory research and
consulting firmfocused primarily on investnent
opportunities in the energy space.

Before that | was senior vice president, chief
commercial officer of Cardinal Gas Storage Partners
where | headed all commercial activities including
mar ket i ng, busi ness devel opnent, asset optim zation,

contract adm nistration, commercial regulatory affairs
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and nore.

| served in various senior nanagenent roles
with Enabl ed M dstream Partners, fornerly known as
Cent er Point Energy Pipeline and Field Services from 1992
to 2008, including accounting, regulatory affairs,
operations and marketing, business devel opnent for
natural gas gathering, processing, transportation,
storage of natural gas and natural gas |iquids.

From 1986 through 1991 | was a senior rate and
regul atory anal yst for CenterPoint Energy, a multiple --
a multi-state electric and natural gas utility.

Q M. Holden, in this docket did you prepare and
have filed your direct testinony marked as Magnum
Exhibit 1.0, along with exhibits to that docunent, and
surrebuttal testinony marked as Magnum Exhibit 1.0 SR?

A Yes, | did.

Q And do you adopt that as your testinony here
t oday?

A Yes, | do.

Q | shoul d have asked, do you have any
corrections to it first?

A | do not.

Q Thank you.

MR DODGE: | would nove the adm ssion of

Magnum Exhibits 1.0, as well as the exhibits to that,
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and 1.0 SR

CHAl RMAN LEVAR: |If any party objects to that
notion, please indicate to me. | amnot seeing any
obj ection, so the notion is granted.
MR. DODGE: Thank you.
Q (By M. Dodge) M. Holder, do you have a bri ef
sunmary of your testinony?
A | do.
Q Pl ease proceed.
A Thank you. For the record, | will refer
t hroughout ny statenent to Magnum Energy M dstream and
Magnum Devel oprent col | ectively as Maghum
Magnum s purpose for testifying today is
twofold. First, Magnum agrees that utilities and LDCs
such as DEU absol utely nust address both natural gas
supply reliability risk, as well as intraday peak hour
supply risk. Increasing demands on natural gas
resources and infrastructure, as well as the
proliferation of intermttent renewabl e resources
require utilities to confront these concerns and ri sks.
Secondly, Magnumis testifying today because
its natural gas storage project was anong the options
consi dered by DEU for responding to those risks, and
Magnum s project was addressed at length in testinony

and exhibits in this docket.
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1 Magnuminitially intended to renmain an

2 interested but neutral party in this proceeding. W did

3 not decide to intervene and file testinmony until we

4 determned the relative cost, risk and benefits of the

5 Magnum proj ect had been inaccurately characterized on

6 the record before the conm ssion.

7 I n particular, Magnum concl uded that the

8 public record presented an appl es-to-oranges conpari son

9 to the Magnum project in conparison to other options.

10 M testinony is intended to clarify the public record

11 and to present clear apples-to-apples conparisons

12  between Magnumi s storage project and conparabl e LNG

13  options.

14 Magnum operates the only proven or devel oped

15 salt done storage resource in the western United States.

16  This remarkabl e domal salt resource, rare outside the

17 @Qul f Coast, offers high deliverability multi-cycle

18 storage with proven reliability. Its flexibility,

19 including the nunber of available turns or yearly

20 circles, far exceeds that of traditional storage

21 reservoirs or LNG facilities.

22 It will be available year-round, offering

23 multiple days of supply reliability and/or peaking as

24 needed, as well as expeditious injectability for

25 recharging of the caverns. | discussed Magnum s proj ect
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1 in nore detail in my prefiled direct testinony aspag?IBZZ
2 as ny prefiled surrebuttal testinony in this docket.

3 Magnum of f ers econom ¢ -- econom cal,

4 all-inclusive, safe, reliable on-system options that

5 wll resolve both supply reliability and peak hour

6 concerns. Magnumis proposal to DEU would allow for

7 capacity necessary to effectuate these services proposed
8 and woul d deliver quantities of gas needed for supply

9 reliability and/ or peak hour demands at a cost that w |
10 save rate payers mllions of dollars every year conpared
11 to LNG options.

12 M. Mendenhal | stated in his opening statenent
13 that the nunbers that nmake up Magnum s proposal do not
14 add up. Magnum s response to that is, you sinply can't
15 apply utility cost of service and rate-making logic to
16 third party comercial decisions. These costs are

17 further detailed in nmy prefiled and surrebutt al

18 testinony.

19 The Magnum facilities will allow DEU to adj ust
20 deliverability and peak hour requirenments as need for

21 day-to-day operational neans, in response to supply

22 reliability and/or peak hour demands. Magnum offers

23 significant flexibility in terms of scope and design of
24 the facilities, including options for DEU to participate
25 as an equity partner.
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Magnum s project is shovel ready, with all the

necessary regul atory approvals in hand, other than some
addi tional permtting necessary to extend the pipeline
beyond Goshen, and could be operational within 36 nonths
foll ow ng execution of definitive agreenents.

At DEU s request, Magnum has responded to
several specific proposals. It's had numerous ot her
foll owup di scussions. Magnum offers DEU significant
optionality, given the flexibility of its high
deliverability multi-cycle salt cavern storage.

In response to specific requests from DEU
Magnum s very specific proposal s addressed both DEU
system supply reliability concerns and its peak hour
concerns. In general, DEU s testinony in this docunent
conpares Magnumi's proposals for addressing both supply
reliability and peak hour issues with an LNG proposal
that is designed to address only supply reliability
concerns.

As you will see in my prefiled direct
testi nony, when properly conpared on an appl es-to-apples
basis, the options offered by Magnum conpare very
favorably to any LNG option. Furthernore, Magnum has
devel oped the only proven, comercially viable salt
storage option in the western United States, with

caverns already in service, ahead of schedul e and under
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budget .

These caverns of natural gas |iquid storage
are very simlar to natural gas storage caverns and have
al ready been constructed or are in service,
significantly de-risking and shortening the tinme
necessary to develop future caverns for natural gas
st or age.

Magnum s ability to design, construct, own and
operate salt storage energy infrastructure cannot be
reasonably questioned. Moreover, construction and
operation of the other equipnent required for natural
gas storage is relatively sinple. Conpression equi pnent
and a pi peline header, both of which utilize standard,
wel | understood and easily operated equi pnent.

Magnum s affiliates, owners, enployees and
consul tants have nore than adequate experience to -- and
expertise to construct and operate storage and pipeline
facilities.

M. GII stated in his opening statenment that
Magnum has not provi ded any engi neering studies to
support its proposal. That does not nean these studies
don't exist. They do. As Magnumstated in -- as Magnum
stated in its data responses to DEU, due to ongoing
negotiations with potential shippers, the scope and

desi gn of the header and the storage caverns is being
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finalized.

As is industry standard, this highly
proprietary and confidential information will be nade
avai l able to DEU as appropriate when a definitive
agreenent is execut ed.

Additionally, I would Iike to nake a coupl e of
points of clarification. Several tinmes in ny statenent
and prefiled testinony | refer to the Magnum project as
bei ng shovel ready and as being an on-system option or
service. | would like to explain what specifically I
mean by this. Let nme discuss shovel ready first.

Magnum currently holds a FERC 7C certificate
t hat approves the construction, operation and
mai nt enance of all pertinent facilities necessary to
construct the Magnum project for Magnum storage
facilities to the Goshen hub.

Basically, this certificate allows Magnum - -
basically this certificate allows Magnumto proceed with
construction of its project imediately at a tinme of
Magnum s choosing, including but not limted to the
purchase of rights-of-way, the nobilizations necessary
to construct the storage caverns to store natural gas
supply, the associ ated conpression needed for injection
and withdrawal s, and the associ ated pi pi ng and header

facility necessary to transport natural gas to receipt
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del i very points downstream

In fact, Magnum has al ready begun many of the
steps necessary to place these services -- to place
these facilities into service, including the negotiation
and purchasing of rights of way. That, by any
definition, is shovel ready.

| also explainin ny prefiled testinony that
in March 2018 DEU requested for the first tine that
Magnum provi de a proposal for system supply and peaking
gas to be delivered further downstream from Goshen. |
explained that to the -- that to extend Magnum s header
beyond the Goshen hub, as recently requested, will
require an additional FERC regul atory approval, which
may be acconplished via either Magnum s existing FERC
bl anket certificate, an amendnent to its existing FERC
7C certificate, a new FERC filing or other regulatory
options.

Logically, the ultimate determ ning factor for
extending its pipeline heading would be based upon DEU s
final determnation of services required, as agreed to
by Magnum and DEU in a definitive agreenent.

Secondly, | would Iike to address the neaning
of on-systemas it pertains to Magnum s option for DEU.
The proposed DEU Magnum i nterconnect wll allow

DEU- owned natural gas supplies to be delivered directly
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into the DEU gas distribution systemon a no-notice

basis with gas controlled at the interconnect under the
direct supervision of DEU gas control

DEU wi |l not have to wait for natural gas to
travel 80 to a hundred mles before the supply wll be
avai l able for service. Based on pipeline size, design,
pressure and |ine pack, the on-system natural gas supply
proposed by Magnumis a no-notice service that wll be
avai |l abl e i nstantaneously, whenever DEU requires the
supply, subject to the terns of a service agreenent and
at a pressure necessary to effectuate the delivery of
the service for which DEU has contracted.

More inportantly, DEU gas control can have
primary flow control at the Magnum DEU i nt erconnect and
can call on the supply at any time it is contracted for
out side of the nornmal NAESB nom nation cycles w thout
prior notice to Magnum Said another way, this is true
i nst ant aneous, no-notice service, unlike any other
option offered by other interstate pipelines or storage
provi ders.

My testinony explains that whether the supply
is physically |located one mle or 100 mles away, if the
pressure necessary to maintain the flowis acconplished,
di stance to the supply source for operational reasons is

irrelevant. That distance, however, is extrenely
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relevant with regards to the safe storage of natural gas

suppl i es, given Magnum s distance fromthe Salt Lake
City valley and the Wasatch Fault.

Wth this in mnd, the Magnum gas storage
facility wll serve the precise function as an on-system
resource. It will involve a direct interconnection with
DEU s distribution systemthat will give DEU direct
control over its natural gas supply.

To chal | enge Magnum s project as anything but
an on-systemoption is to make the distinction between
on and of f-system resources neani ngl ess. Stated anot her
way, DEU s definition of on-systemis anything that they
own and control, thereby w ping out all other options.

Speaki ng of the 100 mle pipeline, DEU
believes that a pipeline that is 100 mles in length
sonehow poses an unacceptable risk to reliability.
That's an interesting position to take being that DEU
and its affiliate DEQP own and operate over 30,000 mles
of natural gas pipelines, according to the DEQP's 2018
custonmer neeting presentation slide 31.

Finally, Magnumwould |ike to address the RFP
process. Magnum bel i eves an additional RFP process
woul d be prudent and extrenely valuable as it would
all ow for nore thorough understandi ng of exactly what

DEU requirenents are fromthird party options.
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Magnum has provi ded, at DEU s request,

proposal after proposal with extrenely limted feedback
in return. Magnum believes a nore formal process
whereby DEU states specifically what its requirenents
are to neet supply reliability would allow for further
clarification.

Exanpl es of these requirenents could be, but
not limted to, nore exact pressure information, nore
exact location for an interconnection, nore exact design
specifications with regards to an interconnect, as well
as nore exact gas supply requirenents.

In closing, Magnum maintains a very positive
relationship wth DEU and woul d [ ove an opportunity to
work with DEU and its custoners and regul ators to
develop a tinmely, cost effective, safe and reliable,
high deliverability, nulti-cycle salt cavern storage
facility, along with associ ated storage and no-notice
services to resolve DEU s supply reliability and/or peak
hour requirenents.

We appreciate this opportunity to better
explain the nature and cost of the services that Magnum
can provide. Thank you.

MR DODGE: M. Holder is available for
Cross-exam nation

CHAl RVAN LEVAR: Thank you. Any questions
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from Utah Association of Energy Users?

MR RUSSELL: Thank you, M. Chairman. Not
t hi s norning, thanks.

CHAl RMAN LEVAR: Ckay. Thank you. M. Snarr,
any questions fromthe Ofice of Consunmer Services?

MR. SNARR: No questi ons.

CHAI RMAN LEVAR. M. Jetter from Division of
Public Wilities?

MR JETTER | have no questions. Thank you.

CHAl RVAN LEVAR. Ckay. M. Sabin or
Ms. O ark?

MR SABIN. Can | ask for just one mnute? |
just -- | don't know that we have any, but | want to
just verify with the client that we don't need to ask
any questi ons.

CHAI RMAN LEVAR: Sure. Do you need enough
time to take a recess, or should we just all sit here
for a mnute?

MR SABIN. Maybe -- well -- maybe five
m nutes. Could we have five mnutes, and hopefully that
will save us a bunch of tinme. W won't need to go into
a bunch.

CHAI RMAN LEVAR Ckay. We'll take a five
m nute recess.

(Recess from9:43 a.m to 9:51 a.m)
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1 CHAl RMAN LEVAR: Ckay. | think we're rgg%i ?%}
2 go back on the record. So any cross-exam nation from

3  Dom ni on?

4 MR SABIN. W just have a very few brief

5 questions.

6 CROSS- EXAM NATI ON

7 BY MR SABI N

8 Q M. Hol der, thanks for being here. | want to
9 just talk with you -- | appreciated your opening

10 statenment. You have now seen what the conpany has done
11 as far as the -- how broadly it cast its net with regard
12 to options.

13 Do you think, or do you agree with DEU that

14 it's -- the mx of options that it has considered in the
15 process of its analysis; in other words, you know, it

16 | ooked at demand response. It |ooked at off-system

17 third party supply. It |ooked at, you know, Magnum and
18 LNG at other options.

19 Are you aware of any other option that you
20 would think the conpany shoul d have consi dered that
21 isn'"t in the mx? The type of option, | nean.
22 A Not specifically, no.
23 Q Ckay. | wanted to just tal k about, as |
24  understand your proposal to the conpany as it relates to
25 control or ownership, | take -- | understand that Magnum
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1 is not offering the conpany control of the storaggage 532
2 facility itself. |Is that accurate?
3 A That is correct.
4 Q And it also wouldn't have any control over the
5 stretch of pipe fromthe storage facility to the Goshen
6 junction, right?
7 A Correct.
8 Ckay.
9 A But owner shi p.
10 Q What's that?
11 A But ownership in.
12 Q Onnership in what?
13 A St orage caverns, portions of the pipeline that
14 would deliver that gas to the preferred point in the
15 Salt Lake Gty valley.
16 Q Vll, | just -- and | just want to be clear.
17 My point is, the conpany is not going to own and control
18 the storage facility, right?
19 A It will -- we have proposed in discussions
20 t hat DEU coul d explore with Magnumin the ownership of a
21 storage cavern.
22 Q Right. But you are not going to give majority
23 control of your storage facility to the conmpany, right?
24 A That is correct.
25 Q Ckay.
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A Operational control, that is correct.

Q And you are not going to give control to the
conpany over the stretch of pipe to Goshen, right?

A Correct.

Q Ckay.

A And the reason being, are there other shippers
associated with that project that we would need to have
t hat control

Q And you are going to have to acconmpdate --

A Yes.

Q -- for other custoners, right?

A Yes.

Q Ckay. And then | just -- finally, | just want
to -- | think | heard this in your statenent. At |east

| wote down this quote. There have been di scussions,
even significant discussions and extensive di scussions
bet ween Magnum and the conpany for at |east al nbst two
years or two years, thereabouts, by ny tineline. |Is
that -- is that right?

A Yes. There have been discussions, but it's

mai nl y been a request fromthe conpany for Magnumto

provi de a proposal. There has been very little feedback
in return.
Q | totally understand, and in those discussions

t he conpany actually sent down people to nmeet with you?
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Correct.

| ncl udi ng engi neers?

> O >

Yes.

Q To | ook at your proposal. They asked you
guestions and --

A Been very accomuodati ng.

MR SABIN. Ckay. | have no further
guesti ons.

CHAI RMAN LEVAR:  Thank you. Any redirect,

M. Dodge?

MR. DODGE: No, thank you.

CHAI RVAN LEVAR:  Conmi ssi oner Wiite, any
questions?

COM SSI ONER WHI TE: | am curi ous about these
ot her shippers with potential contracts, | guess. And
wi t hout divul ging any kind of confidential proprietary
negoti ati ons, how are those -- how did Magnum det erm ne
to bid into those offers or projects with these other
shi ppers?

THE WTNESS: Well, that's interesting. There
are a nunber of opportunities out there in association
wth activities up and down the interstate pipeline
corridor. There are opportunities associated with
activities that are taking place in California, Las

Vegas, Phoenix, as well as the publicly announced
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repowering project at the Internountain Power Plant.

COW SSI ONER WHI TE:  And obvi ously we weren't
privy to the specifics of the RFP process here, but if
you -- walk nme through, if you were able to, | guess
wite the RFP or the process, what would it look like to
all ow a nore robust process, | guess, as far as you
know?

THE WTNESS: Well, yeah, that's -- that's a
good question. Typically an RFP process that we woul d
bid into woul d state nunerous details associated with
the project, and those details could include vol une
requi red, where that volune is sourced, where that
volune is delivered, the tine frane that they need for
this particular project to be in service.

What are the receipt points? What are the
delivery points? Are there nunerous receipt delivery
points that need to be discussed? Background
i nformati on associated with the financing of the
projects, financing of any facility that woul d be
necessary to effectuate this service.

Pressures are extrenely critical in
under standi ng. Exact |ocations as to where the gas
needs to be tied into. What type of service? Is it
interruptible? Is it firn? 1Is it no notice? Is it for

supply reliability? 1Is it for peak hour demand?
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1 Conmi ssioner, | could go on and on, butp??e 530
2 gets very, very specific.

3 COW SSI ONER WHI TE: I n your experience, have
4 you, in your previous life and wth other storage

5 endeavors, have you bid into other RFPs for a simlar

6 type service? O is this the first of its kind?

7 THE WTNESS: No, absolutely. W are in the
8 process right nowin other RFPs unrelated to this docket
9 and have in the past several tines.

10 COW SSI ONER WHI TE: Let nme ask you about

11 these proprietary engineering studies. |If | heard you
12 correctly, you said you would not be able to provide

13 those until you actually had a definitive executed

14 agreenent. |Is that typical? | nean, | guess to ne it
15 seens like how -- | amjust wondering out |oud how woul d
16 Dom nion evaluate it before and then sign an agreenent.
17 | guess | amtrying to figure out if that makes sense or
18 not .

19 THE WTNESS: Well, it does. Typically the
20 way that is done, based on ny experience, has been, you
21 have a negotiation period. You put together a proposal.
22  You negotiate back and forth. |If that proposal neets
23 their threshold or neets whonever's threshold to nove
24 forward, then you nove forward with a definitive
25 agreenent in the forms of a precedent agreenent or
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precedi ng agreenent.

In that preceding agreenent there are severa
conditions that can be, excuse ne, negotiated into that
agreenent. One of those could be access to this type of
information to verify that what you are agreeing to can
actual ly be acconpli shed.

For exanple, | built a storage facility in
Loui siana that was 20 BCF all for one client, a super
major. One of the conditions that they negotiated into
t he precedent agreenent was the ability to bring in
t heir i ndependent engineering firmto verify what we
were building would actually work. That's -- that's
where you get into passing along proprietary
i nformation, engi neering studies, based on ny
experi ence.

COW SSI ONER WHI TE:  Thank you. | have no
further questions.

CHAI RMAN LEVAR:  Conmi ssi oner C ark?

COW SSI ONER CLARK:  Good norning, M. Hol der.

THE W TNESS: Good nor ni ng.

COW SSI ONER CLARK:  Did Magnum respond to one
or both of the February 2016 RFPs? And | amreferring
to an RFP for peak hour requirenments and then the peak
shaving facility related evaluation. | think you were

i nvol ved in one of those. And would you clarify that
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2 THE WTNESS: Yes. 1'd love to. And that's a
3 great question. And that's -- that's kind of, it's a

4 perfect opportunity for me to explain how we kind of got
5 to this appl es-oranges conpari son

6 Wien we initially | ooked at those RFPs, if you
7 go back and |l ook at them | believe I amcorrect when |
8 say this, that both the LNG RFP and the peak hour RFP

9 were witten for the purposes of resolving peak hour

10 issues, not supply reliability issues. | believe | am
11 correct on that.

12 So when we started the initial discussions and
13 started working and responding to those RFPs, it was

14 fromthat perspective. And when you build a storage

15 facility to address peak hour needs, it is a different
16 design than if it is strictly a supply reliability.

17 For exanple, if they need just 150,000 a day
18 delivered on a 24 hour ratable period over 8, 10, 12, 15
19 days, that's a different design, when it -- as it
20 pertains to a cavern, as it pertains to conpression, as
21 it pertains to pipeline size, what have you, than
22 solving for a peak hour need, which is, they need gas
23 intraday, over a very short period of tinme. So in other
24 words, it's alnost like a mcro burst of gas.
25 So when we initially responded to those RFP
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1 process that you are referring to, it was for peak hour

2 needs. | have not seen an RFP that addresses this

3 supply reliability issue for which this LNGfacility is

4  being proposed.

5 COW SSI ONER CLARK:  So you have referred,

6 think, to ongoing discussions that you have had with

7 DEU. | assune those occurred since the RFP and running

8 up to now. If that's true, have those in any detailed

9 way addressed the supply reliability issue that is the

10 focus of the application that we have in front of us?

11  And how does that relate to your reconmendation to have

12 a new RFP focused on supply reliability?

13 THE WTNESS: That's an excellent question. A

14  perfect exanple of that would be to read ny direct

15 testimony. And in there, you will see, based on the

16 request that we had and the discussions we had with DEU

17 we were instructed or discussed with DEU to conme up with

18 a proposal that woul d address both supply reliability

19 and peaki ng needs.

20 W did that. However, our supply reliability

21 portion of that proposal only allowed for five days of

22 deliverability at 150,000 decatherns a day. W were not

23 told that we needed to address ei ght days or ten days or

24 what ultimately cane out as the nunber that was filed in

25 the DEU application. It was only after the fact that we
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1 realized, oh, that was the target that we needed Fgg%i?éo
2 And so when you |l ook at ny testinony, you will
3 see that we included a revised proposal that addresses
4 supply reliability only. But we did not know that until
5 after the direct testinony was filed by DEU in this

6 proceeding. That's the main reason for us intervening
7 in this docket.

8 COW SSI ONER CLARK:  And have you had any

9 fornmal response to that subsequent proposal ?

10 THE WTNESS: No.

11 COW SSI ONER CLARK:  Those are all ny

12 questions. Thank you.

13 CHAI RMAN LEVAR: Ckay. Thank you. Does the
14 current status of your proposal with DEU articul ate or
15 contenplate any penalties or fines in the event that

16  Magnum were unable to deliver under the contract?

17 THE WTNESS:. That's all subject to

18 negotiation, of which Magnum woul d be nore than happy to
19 entertain those discussions.

20 CHAl RMAN LEVAR: Ckay. And | -- and just to
21 clarify, I amnot asking you to reveal any confidenti al
22 details that mght still be in discussions. But is the
23 concept of that, is that concept currently part of the
24  proposal ?

25 THE WTNESS. No, it is not.
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CHAI RMAN LEVAR: It is not. kay.

THE WTNESS: But | amvery aware that they
have sim | ar provisions in other storage contracts that
are known.

CHAl RMAN LEVAR: Ckay. Are there any risks
that cold tenperatures would inpact either injections or
w thdrawals into a salt cavern facility?

THE WTNESS: | think it's fair to say that if
it gets cold enough, the possibility is there. | think
if it gets cold enough, there's a possibility that it
could inpact pretty nmuch anything that's nechanical. So
| amnot going to rule it out as a possibility. | say
the probability is extrenely | ow

CHAl RMAN LEVAR:  Woul d you say | ower than a
wel | head?

THE W TNESS: Yes.

CHAl RVAN LEVAR: Ckay. Do you have anyt hi ng
to el aborate on that, on why that woul d be?

THE WTNESS: Well, when you think of a
wel | head, when | think of a wellhead, | think of a |ot
of fluid and water com ng out of that well head that
causes freeze-offs. That's primary -- primarily the
driver of problens that you have with freeze-offs and
producti on.

W have all the necessary equi pnment to deal
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with that at the central |ocation, as well as these

caverns remain extrenely dry. That's not to say that
there's not liquid in the formof water that has to be
renoved at sone point, but it's extrenely |ow
CHAl RVAN LEVAR:  Thank you. | appreciate
those answers. Thank you for your testinony this
nor ni ng.
THE W TNESS: Thank you.
CHAI RMAN LEVAR. M. Dodge?
MR. DODGE: Thank you, M. Chairman. Magnum
would like to call David Schultz.
CHAI RMAN LEVAR: Good norning, M. Schultz.
Do you swear to tell the truth?
THE WTNESS: Yes, | do.
CHAIl RMVAN LEVAR:  Thank you.
THE W TNESS: Thank you.
DAVI D SCHULTZ,
was called as a witness, and having been first duly
sworn to tell the truth, testified as foll ows:
DI RECT EXAM NATI ON
BY MR DODGE:
Q Good norning, M. Schultz. Wuld you pl ease
state your nane and your busi ness address.
A My name is David Schultz, and ny business

address is 35 Lake Mst Drive, Sugar Land, Texas.

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



http://www.litigationservices.com

HEARI NG VOLUME Il - 10/02/2018

© o0 ~N o o b~ w N

N N NN NN R R R R R R R R R R
o A W N P O © 00 N OO0 0o b~ wWw N +—» O

_ Page 343
Q And by whom are you enpl oyed and i n what
capacity?
A | am an i ndependent consultant contracted by

Magnum Energy M dstream Hol di ngs, regardi ng the Magnum
storage and pipeline options that -- designed to serve
t he needs of Dom nion for supply reliability and/or

peaki ng servi ces.

Q Briefly describe your educational background.
A | hold a master's degree from San Diego State
Uni versity.

Q And your professional background?

A For nore than 35 years ny professional career
has been focused in the natural gas and power sectors.
Most pertinent -- ny nost pertinent experience to this
proceedi ngs includes being senior vice president for LNG
Anerica where we sought to bring LNG as a fuel to marine
and | and-based nmarkets in the U S

Prior to that, | worked in various senior
managenent roles for AGL Resources, including the
including the startup of Pivotal LNG where | focused on
bringing LNG fromthe utilities, LNG plants and from
Pivotal's merchant plans to terrestrial and marine uses.

In that role | was responsible for the
operation of Pivotal's LNG facilities, sales and

mar ket i ng, planning, evaluation, design decisions
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regardi ng possi bl e construction, operation of proposed

LNG facilities of simlar size to LDC peaking
facilities.

During nmy tine at AGL and Pivotal | becane
intimately famliar with the safety of such LNG
facilities, their capital and operating costs. This
under st andi ng applies both to new and existing AGL LNG
facilities and Pivotal's nmerchant LNG facilities.

Prior to that role at AG. Resources, |
devel oped for AGL an 18 BCF underground salt dome
storage facility known as Gol den Triangle Storage near
Beaunont, Texas, on the Spindletop salt dome. In that
role | becane intimately famliar with the design safety
and safety of underground natural gas storage
facilities, including permtting, construction, capital
costs and operating costs.

Prior to that role at AG, | was responsible
for the devel opment of nearly a 3 billion dollar LNG
inmport facility in Virginia. The remainder of ny
experience can be found in ny prefiled testinony and ny
CV attached thereto.

Q Thank you. And did you prepare and arrange
for filing in this docket surrebuttal testinmony that has
been marked as Magnum Exhi bit 2.0 SR?

A Yes, | did.
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1 Q And do you have any corrections to that

2 prefiled testinony?

3 A No, | don't.

4 Q And do you adopt it here as your testinony?

5 A Yes, | do.

6 Q And do you have a brief summary of your

7 testinony?

8 A Yes, | do. Thank you. The main purpose of ny

9 testinobny is to respond to rebuttal testinmony of DEU in

10 this docket that proposes to conpare and contrast

11 underground salt done storage for natural gas and -- and

12 a liquefaction of natural gas to nake LNG for storage

13 and vaporization to neet a gas utility's supply

14 reliability or peak day requirenments.

15 My testinony explains the difference in

16 capital and operating costs, safety, permtting,

17 complexity and future issues that LNG facilities --

18 COURT REPORTER: Excuse me, sir. Could you

19 just read a little bit slower, please.

20 THE WTNESS: Oh, |'msorry.

21 COURT REPORTER  Thank you.

22 THE WTNESS: | get carried away.

23 A My testinmony explains differences in capital

24  and operating costs, safety, permtting, conplexity and

25 future issues that LNG facilities face as they -- as the
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1 needs of the owning utility change over tine. rage sab
2 Based on ny experience in devel opnment,

3 construction and operation of these type -- two types of
4 facilities, it is ny opinion and experience that

5 underground salt done storage for natural gas is the

6 overwhelmng preferred option to neet a utility's supply
7 and/or peak day requirenents.

8 Over tinme both utilities and pipeline

9 conpani es have supported the construction and operation
10  of underground natural gas storage as a preferred

11 alternative to LNG peaking facilities. |In fact today in
12 the US, over 4 TCF, that's trillion cubic feet of

13  underground working natural gas storage is in service,
14  versus an estimted about 30 BCF or billion cubic feet
15 of LNG peaking capacity.

16 Put anot her way, LNG resources represent about
17 1 percent of the underground storage resources.

18 Underground natural gas storage is clearly the

19 overwhelm ng industry choice to neet both supply

20 reliability and peak day demands, in addition to

21 offering many services to utilities and pipelines versus
22 a utility-built LNG facility.

23 My testinony explains, in conparison to salt
24  dome storage, LNG facilities involve significantly

25 greater risk, requiring greater regulatory oversight in
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permtting and operations, are at greater risk of

obsol escence, require nore conpl ex operations, have
hi gher operating and capital costs, and offer |ess
flexibility.

| would Iike to nmake one ot her observation.
Over time, DEU s position has evol ved regarding the
nature of the proposed services the LNG facility wll
provide for its custonmers. DEU initially proposed a
peak day -- a peak shaving facility as described in its
RFP dated February 26, 19 -- or 2016 entitled |iquefied
natural gas, LNG peak shaving facility eval uation.

Further, in June of this year, as late as June
of this year, Dom nion Energy stated in an investnent
presentation that the -- that subject to regulatory
approval, it was planning to build an on-system LNG
facility that ensures systemreliability during critical
peak need periods for grow ng custoner base, indicating
the plant is intended to neet peak day requirements.

DEU i s now characterizing in this docket the
LNG facility as a supply reliability facility. Al though
DEU has continued to evolve its position regarding their
operation of the LNG facility, does not change ny
conclusion that in either case the services offered by
Magnumto DEU are far superior to that of DE -- that

DEU can receive froman LNG peak or supply reliability
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LNG facility. Thank you.

MR DODGE: Thanks. M. Schultz is available
for cross.

CHAl RMAN LEVAR: | amnot sure we had his
t esti nony entered.

MR DODGE: | apologize. Dd 1l not nove that?

CHAl RMAN LEVAR:  Unless | forget.

MR DODGE: | think I forgot. | would nove
the adm ssion of M. Schultz's testinony.

CHAl RMAN LEVAR. Ckay. |f anyone objects,
pl ease indicate to ne. | amnot seeing any, so the
notion i s granted.

MR DODGE: Thank you.

CHAl RMAN LEVAR: Thank you. M. Russell, any
questions from U ah Associ ation of Energy Users?

MR RUSSELL: No questions from UAE. Thank
you, M. Chairnman.

CHAl RMAN LEVAR: Thank you. M. Snarr, any
questions fromthe office?

MR. SNARR: No. No questions.

CHAI RMAN LEVAR:  Thank you. M. Jetter, any
questions?

MR JETTER | have no questions. Thank you.

CHAI RMAN LEVAR:  Ckay. From Dom ni on?

MR, SABIN. Just a couple.
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CROSS- EXAM NATI ON

BY MR SABI N:

Q | want to just address permtting
requi rements. You spent a significant amount of tinme in
your testinony tal king about FERC permtting
requi rements; is that correct?

A Yes. | spoke to both FERC permtting on LNG
facilities, FERC permtting for underground storage, and
| used that as illustrative of the differences in
permtting requirements between the two.

Q Were you aware that the LNG facility is not
going to be a FERC-regul ated facility?

A Yes, | am

Q kay. So those permitting requirenents
woul dn't apply?

A Those specifically wouldn't apply, but the
di fferences between the two types of facilities would be
consi dered by whatever regulator is applying -- or is
reviewi ng those facilities and should be taken into
consideration. The sane kind of issues, safety,
reliability, obsolescence. On and on

Q Fair enough. But the Magnumfacility woul d be
subject to FERC requirenents, right?

A Correct.

Q And the LNG facility would not?
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A. Correct.

Q Ckay. And have you famliarized yourself with
the permtting requirenents under Uah State | aw?

A No, | have not.

Q kay. Have you done any work to determ ne
whet her or not the LNG facility would have a chal |l enge
in conplying with whatever permtting requirenents
appl y?

A No, | have not, other than that as prudent
regul ators, you would be sure that whatever facility was
built in the state of Utah net safety requirenents. For
exanmpl e, PHVSBA or NFPA 59A or other industry standard
regul atory requirenments that would apply to such
facilities.

Q And were you here when M. G II testified?

A Yes.

Q And did you hear his testinony that they
have -- all of those issues were reviewed as part of the
feed study?

A | heard that they | ooked at issues associ ated
with LNG facilities, including an N m nus one kind of
contingency. | didn't hear things like a N mnus one
for a tank or an N m nus one for backup power generation
or other resources. So | did hear his discussion, but

it wasn't extrenmely detailed in sone of those issues.
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1 Q Did you read his testinony?

2 A Yes, | did.

3 Q That included the exhibits?

4 A | read his rebuttal testinony.

5 Q H's rebuttal testinony. You didn't read his

6 direct testinmony or review any of the engi neering

7 concl usions or any engi neering docunentation?

8 A. No, | did not.

9 Q OCkay. And it's N plus one, right, not N m nus

10 one?

11 A. Yeah, N plus one.

12 Q Yeah, okay. On that front, so M. GI|I| has

13 testified in his direct testinony and has provided that

14 information denonstrating that he's met with regul ators,

15 and there's not been any concerns raised to this point.

16 Do you have any basis to contest that that's not true?

17 A No.

18 Q Ckay. Do you also -- you al so read

19 M. Paskett's testinony, | take it?

20 A | read his rebuttal testinony.

21 Q kay. D d you -- have you done any analysis

22 to look at the growmh rate of LNG facilities in the

23 United States in the last 10 years?

24 A As participating in LNGissues in the United

25 States over the last 10 years, | have been intimtely
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famliar with the issues associated with the grow h of

the LNG i ndustry in the U S.

Q So if you are right, why is the growth rate of
LNG facilities 19, alnost 20 percent in the last 10
years?

A | think when you | ook at the analysis that was
done, and you consider the types of LNG facilities, in
particular, liquefaction facilities that have been
constructed in that tine horizon, you will find that a
| arge nunber of those -- or several of those facilities,
| should say, are, for exanple, export facilities that
are extremely large that have uni que characteristics,
BCF' s of gas com ng in and |iquefying.

Cheni ere, Freeport, others along the Gulf
Coast and el sewhere have | ooked at installing i mense
amounts of |iquefaction capacity.

Q And have you actually done --

A What -- I'msorry. If | could finish. In
addition to that, there's been a nunber of mnerchant
facilities built not to serve utility requirenents at
all that | think are in that nunber. For exanple,
Stabilis built a facility near George West, Texas.
Applied built a facility near Dallas. AG. Resources has
built a facility in Jacksonville to serve the marine

market. Another facility in Jacksonville is under
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construction, another one in south Florida.

So there's a lot of facilities in that nunber

t hat have been built but not for utility operations.

Q And have you actually done any analysis, or
are you just kind of shooting fromthe hip on that?

A It's frommy experience being in the LNG
i ndustry for 10 or 15 years.

Q But you haven't actually | ooked at the
i ncrease from 2008 to nowto identify which facilities
are utility and which are not?

A O her than being intimately famliar with the
growth of the industry over the last 10 years.

Q Okay. | want to tal k about safety.

A Uh- huh.

Q You -- you indicate that you think that the
LNG facility is |l ess safe than supply delivered in the
manner that Magnumis proposing. D d you read
M. Paskett's testinony with regard to the nunber of
incidents at LNG facilities in the past 20 years?

A | have read M. Paskett's rebuttal testinony.

Q Then you woul d know that he tal ks about that
there was only one incident in that entire tine at any
LNG facility.

A. Yes. | saw that, and | nmade a conparison to

Interstate pipelines or transm ssion |lines or pipelines
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having a great deal nore. As | understand that a U

natural gas market, there's sonmething in the order of
nearly 30 TCF trillion cubic feet of gas that nobve on

pi peline, an enornous anount. There's 30 BCF that could
nove in and out of LNG storage.

So if you do on an adjusted basis per vol ung,
the risks of someone being hurt in the pipeline system
per unit of L -- per unit of gas is nmuch | ower for
pipelines than it is for an LNG facility.

Q | am just wondering how you can say that where
there's only been one incident. | nean how can you say
it's less safe where there's only been one thing happen

in 20 years?

A There's -- again, it's on a per-unit basis
SO --
Q Ckay.
A -- when you look at it on a per-unit basis, if

you divide one by 30 BCF and you divide -- tines the
nunmber of years that you want to | ook at over the
hori zon, and you divide 90 or whatever the nunber was
times 30 TCF over the tinme horizon, the per unit
incidence is nmuch lower for pipelines than it is for
LNG

Q But in both cases we're tal king about really

smal | deci mal numbers, aren't we?
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A. Yes.

Q Ckay. Al right.

A And in fact, both facilities, if built to
extrenme standards, can be equally safe.

Q OCkay. And then the last thing I want to talk
with you about is, | just want to make sure you
understand -- did you look at the |location where this is
bei ng proposed to be built, the LNG facility?

A Yeah.

Q Do you know what's around it?

A There's -- it's a -- generally an industrial
kind of area that has roomto put 160 acre LNG facility
into it.

Q No. But do you know the specific neighbors?
What' s the neighbor -- what's operated on the
nei ghbori ng properties?

A No, | do not.

Q So you don't know then that this is by an
asbestos landfill?

A An asbestos landfill today could be a golf
course or a housing devel opnent tonorrow.

Q You real ly think urban encroachnent is |ikely
in that area in the inmnent future?

A | nm nent future would nean tonorrow.

Q Twenty years, in 20 years. You think it's
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1 going to happen in 20, 25, 30 years? rage S5
2 A | amno expert in the urban growth rates of

3 the greater Salt Lake City area.

4 Q Ckay. So you woul dn't know whether there's

5 really an urban encroachnent problem here then, would

6 you?

7 A Today, | don't believe there is. But it's not
8 to say that tonorrow there couldn't be.

9 Q Thank you.

10 MR SABIN. That's all | have.

11 CHAI RMAN LEVAR:  Ckay. Thank you. Any

12 redirect, M. Dodge?

13 MR DODGE: No. | have no questions. Thank
14 you.

15 CHAI RMAN LEVAR: Ckay. Conmi ssioner O ark?
16 COW SSI ONER CLARK:  No questions. Thank you.
17 CHAI RMAN LEVAR:  Conmi ssi oner Vi te.

18 COW SSI ONER WHI TE:  No questions. Thank you.
19 CHAl RMAN LEVAR: | just want to ask if you

20 have anything to add or supplement to M. Holder's

21 answer to ny question about potential inpacts of cold
22 tenperatures on operations at a salt cavern, injections
23 or withdrawals.

24 THE WTNESS: Sure. | agree with M. Hol der.
25 There are differences between a wellhead at a salt
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cavern and well heads in the field. And those two

differences are one of size. Typically the size of a
wel | head on a salt cavern is nmuch | arger because you are
novi ng nmuch greater than volunmes in and out of the salt
caverns at any given incident of time when you are
operating injections or wthdrawals than a typical well
inthe field.

Even the biggest wells in a field don't
typically nove the kinds of volunes that an underground
storage cavern can nove.

Second, because it's a static facility and
it's large and you need to protect fromfreeze-offs.

Not only is it dry gas that's comng in and out and you
have you | ess water in the streamthat could potentially
freeze-of f, you can put heat traces or other equipnment
on that well head that will be uneconom c to do on

t housands of wellhead in the field that could prevent a
freeze-off of a storage wellhead in a cold environnent.

For exanple, there's underground storage in
Canada in very, very cold, extrenely cold environnents;
Aitken Gty cones to m nd and maybe sone ot her
facilities, that they have mtigation neasures that can
prevent freeze-offs out of underground storage caverns.

CHAI RMAN LEVAR:  Thank you. | appreciate that

additional information and thank you for your testinony
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t hi s norni ng.

THE W TNESS: Thank you.

CHAI RMAN LEVAR:  Anything further from Magnunf?

MR. DODGE: No. We would just request that
M. Schultz be excused, and | woul d personally request
at | east maybe in the next break that | would be
schedul ed as well. And M. Holder may stay, but | guess
| woul d request we all be excused unless there's a
reason for us to stay.

CHAI RVMAN LEVAR: Ckay. If anyone in the room
has any objection to any of that, please indicate to ne.
And | am not seeing any, so thank you.

MR DODGE: Thank you, M. Chairnman.

CHAI RVMAN LEVAR:  And | think we'll go ahead
and nove to U ah Association of Energy Users at this
poi nt .

MR RUSSELL: Thank you, M. Chairman. UAE
calls Neal Townsend to the stand.

CHAI RMAN LEVAR:  Good norning, M. Townsend.

THE W TNESS: Good nor ni ng.

CHAI RMAN LEVAR: Do you swear to tell the
truth?

THE WTNESS: | do.

CHAI RMAN LEVAR:  Thank you.

NEAL TOANSEND,
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was called as a witness, and having been first duly

sworn to tell the truth, testified as follows:
DI RECT EXAM NATI ON
BY MR RUSSELL:

Q Good norning, M. Townsend.

A Good nor ni ng.

Q Can you state your name and your business
address for the record, please.

A My nane is Neal Townsend. M business address
is 215 South State Street, Suite 200, Salt Lake Gity.

Q By whom are you enpl oyed and in what capacity?

A | am enpl oyed by Energy Strategies as a
principal .

Q And | don't know if this is necessary, but can
you briefly describe your educational and professiona
background for us?

A Yes. | have an engi neering degree fromthe
Uni versity of Texas at Austin and an MBA fromthe
Uni versity of New Mexico. | worked for the Division of
Public UWilities here at the State of Utah for three or
four years before joining Energy Strategies in 2001.

Q Thank you. Did you prefile rebuttal testinony
in this docket on Septenber 6th of 20187

A | did.

Q And was that testinony on behalf of UAE?
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A. Yes, 1t was.

Q Ckay. And do you adopt that testinobny as your
testinony in this proceeding?

A | do.

Q Do you have any corrections to nake to that
t esti nony?

A | do not.

MR. RUSSELL: And at this point |I'll go ahead
and nove for the adm ssion of M. Townsend's rebuttal
t esti nony.

CHAI RMAN LEVAR | f anyone objects, please
indicate to ne. And | amnot seeing any, so the notion
I s granted.

Q (By M. Russell) Your testinmony was fairly
short, but have you prepared a sumary for us today?

A | do have one. Thank you.

Q Ckay.

A Good nmorning. UAE did not file direct
testinony in this docket and has not taken a position
regardi ng preapproval of DEU s proposed LNG facility.

In its application DEU was clear that its proposed LNG
facility is only being planned to serve sal es custoners.
However, in its direct testinony the OCS testifies that
if the application is approved, transportation custoners

shoul d bear sonme of the cost responsibility of the LNG
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pl ant.

Simlarly, the DPU suggests that to avoid
cross-subsi di zation, transportation custoners be charged
for burning service or, worse, have shutoff valves
installed in the event these custoners' usage exceeds
their delivered supply after a DEU curtail nent order

In my rebuttal testinony | respond to both the
OCS and DPU testinony. At the outset, | point out that
this may not be the appropriate forumfor determning
cost allocation for the proposed LNG plant. However, to
the extent cost allocation is addressed in this
proceedi ng, | recomrend that transportation custoners be
excl uded from bei ng assi gned any LNG facility costs.

First, DEU s application nmakes it clear that
these facilities are being proposed to serve sal es
custoners, not transportation custoners. Second, as |
explained in ny prefiled testinmony, transportation
custoners are responsible for arranging their own supply
needs. As part of this responsibility, transportation
custonmers are subject to penalties for failure to
bal ance their consunption with delivery of their
schedul ed supply during periods of system constraint.

Third, there is currently an open docket that
addresses a newy proposed hold burn to schedul ed

quantity restriction that woul d have new, higher
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penal ties during periods of supply constraints. These

exi sting and proposed tariff provisions are the nore
appropriate tools for nmanaging transportati on service
during supply disruptions. That concludes ny sunmmary.
MR. RUSSELL: | don't have any additi onal
questions for M. Townsend and wi ||l make hi mavail abl e
for direct exam nation
CHAl RMAN LEVAR:  Thank you. M. Dodge, does
Magnum have any questions for M. Townsend?
MR DODGE: No questions, thank you.
CHAl RMAN LEVAR: M. Sabin or Ms. O ark, does
Dom ni on have any questions?
MR SABIN. W do not have any questi ons.
CHAl RMAN LEVAR: Ckay, thank you. M. Jetter,
do you have any questions?
MR JETTER | do have a few brief questions.
CROSS- EXAM NATI ON
BY MR JETTER
Q Good nor ni ng.
A Good nor ni ng.
Q Were you here in the roomyesterday or did you
listen to the testinony?
A | did not.
Q kay. |1'd like to give you a hypothetica

situation and ask what your opinion is of what you would

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



http://www.litigationservices.com

HEARI NG VOLUME Il - 10/02/2018

1 expect Dominion to doin this -- in this situatioﬁ?geﬁgﬁf
2 hypothetical situation is a transportation custoner

3 supply fails to be delivered. The Dom ni on Energy

4 Utah's supply is short of its expected need during that
5 day by 30,000 cubic feet, or sonmething within the range
6 but less than the full capacity of the LNG facility they
7  have proposed.

8 Do you think that the prudent choice for the

9 utility would be to curtail -- and | amgoing to add one
10 nore portion to ny hypothetical here, which is the

11 transportation customer refuses to voluntarily curtail
12 its use.

13 In that scenario do you think that it would be
14  appropriate for Dom nion Energy to physically cut that
15 customer off by closing the valve at the neter? O do
16 you think that it would be the appropriate choice for

17 Dom nion to continue to serve out of the LNG facility to
18 that custoner?

19 A Vel |, under those circunstances, at first |
20 think they would inpose their hold burn to schedul ed
21 quantity restriction that's being proposed in this other
22  docket, and the custoner would be subject to those
23 penalties that would be in that docket, whatever those
24 happen to be ultimtely.
25 But in ternms of what happens to the custoner,
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you know, how Domi nion would try to neet that |oad or

not nmeet that |oad, that would be up to Dom nion. You
woul d have to ask them how they would do that. But

t hose penalties would be quite substantial that would be
-- are being discussed under the hold burn to schedul ed
quantity docket.

Q Wll, and let's say ny hypothetical, this is a

-- this is a hotel. And they are unwilling to turn the
gas off to heat the hotel. In that case where you are
left with -- in ny hypothetical the only choice is to

either use gas out of the LNG facility or to cut that
custoner off, would you suggest that it would be
appropriate for Domnion to cut that custonmer off?

A And in your hypothetical are you assum ng that

the supplier for the hotel is just gone on vacation or

Q Yes, yes.

A -- what are you assum ng regarding that?

Q Their supply is not show ng up

A Vell, | think it would be quite unusual. And
but I would -- like | said, | would expect Dom nion to

t ake whatever actions that are allowed under its tariff
to deal with such a situation.
Q Even if that remains cutting that custoner off

prior to exhausting its LNG facility?
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1 A Vell, | think they woul d i npose sone rage ses
2 substantial penalties on that custoner, and that

3 customer is going to get the signal, if they do it one
4  tine.

5 Now, there's a question of whether they were
6 just absolutely ignoring the problem and just going on
7 about their business or were they -- or was there some
8 reason why they didn't shut off when they should have

9 and cut back their usage. You know, those are sort of
10 fact patterns that we are just sort of specul ati ng about
11 here.

12 Q W are speculating, | agree. But sort of the
13  purpose of ny hypothetical. Let ne ask kind of the sane
14 target, the sane idea, a different way. |Is there any
15 wvalue to having the option to pay the penalty and

16 receive gas service through the LNG facility, as

17 conpared to not having the LNG facility avail able and
18 having a hard cutoff?

19 And so the alternatives here are A, pay
20 penalty and receive service or not have the alternative
21 and not pay penalty and be cut off. Do you think that
22 there is a value to having the option to receive
23  service?
24 A | suspect that's up to the individual custoner
25 as to whether they see value in such an option, you
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1 know. And | can't speak as generally. It's justpg%?nZGG
2 to be custoner by customer.

3 Q Do you think it would be appropriate to give

4 custoners that choice in their tariff?

5 A Vell, | think the appropriate thing is to have
6 tariff provisions |like were being discussed in the hold
7 burn to quantity. W also have inbal ance penalties.

8 Those are the appropriate place for those to be

9 addressed.

10 MR JETTER  Thank you. | have no further

11  questions.

12 CHAI RMAN LEVAR: Thank you, M. Jetter.

13 M. Snarr?

14 MR. SNARR: | have no questions.

15 CHAI RVAN LEVAR. COkay. Thank you. Any

16 redirect, M. Russell?

17 MR RUSSELL: No, thank you, M. Chairnman.

18 CHAI RMAN LEVAR: Ckay. Conmi ssioner Wiite, do
19 you have any questions?

20 COW SSI ONER WHI TE:  No questions, thank you.
21 CHAI RMAN LEVAR:  Conmi ssi oner C ark?

22 COW SSI ONER CLARK: | have no questions,

23  thank you.

24 CHAI RMAN LEVAR: | don't either. Thank you

25 for your testinony today.
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THE W TNESS: Thank you.

CHAI RMAN LEVAR:  Anyt hing further from UAE?

MR- RUSSELL: No further witnesses. | would
ask if M. Townsend can be excused however.

CHAl RMAN LEVAR: I f anyone in the room objects
to that, please indicate. | amnot seeing any, so thank
you.

THE WTNESS. Thank you.

MR RUSSELL: Thank you, M. Chairnman.

CHAl RVAN LEVAR: Ckay. M. Jetter?

MR JETTER  The division would like to call
and have sworn in Douglas Weel wight.

CHAI RVAN LEVAR:  Good nor ni ng,

M. Wheel wright.

THE W TNESS: Good nor ni ng.

CHAl RMAN LEVAR: Do you swear to tell the
truth?

THE WTNESS: | do.

CHAI RVMAN LEVAR  Thank you.

DOUGLAS VWHEELV\RI GHT,
was called as a witness, and having been first duly
sworn to tell the truth, testified as follows:
DI RECT EXAM NATI ON
BY MR JETTER
Q Good norning, M. Weelwight. Wuld you
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pl ease state your nanme and occupation for the record.

A My nane is Douglas D. Wieelwight. | ama
technical consultant with Division of Public Utilities.
There we go.

Q And in the course of your enploynment wth the
Utah Division of Public Uilities, have you had the
opportunity to review the testinony in this docket filed
by the conpany and ot her parties?

A Yes, | have.

Q And by the conpany 1'd like to correct for the
record that | amreferencing Dom nion Energy Uah. Dd
you cause -- create and cause to be filed with the
comm ssion direct and rebuttal -- excuse ne, surrebuttal
testinony in this docket?

A Yes, | did.

Q Do you have any corrections or changes you
woul d I'i ke to nake to either of those?

A | have two brief corrections to nmy surrebutta
testinmony. On page 2, line 49 and 50, where it says the
DEU was ranked 14th, that should be changed to 11th.

And that sane change on the next line on |Iine 50.

Q Thank you. Wth those -- with those two
corrections, if you were asked the sane questions that
are contained in both your direct and surrebuttal

testi nony, would your answers remain the sane?
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1 A Yes, they woul d. rage sos
2 MR JETTER 1'd like to nove at this point to
3 enter into the record direct and surrebuttal testinony

4 filed by M. Weelwight, along with -- direct was --

5 let's see, included Exhibits 1.0 through 1.6. And the

6 surrebuttal included exhibits, Surrebuttal Exhibits 1.0
7  through 1.4.

8 CHAI RMAN LEVAR |If any parties objects to

9 that notion, please indicate. | amnot seeing any

10 objection, so the nmotion is granted.

11 MR. JETTER  Thank you

12 Q (By M. Jetter) And M. Weelwight, have you
13 prepared a brief sunmary of your testinony?

14 A Yes, | have.

15 Q Pl ease go ahead.

16 A Thank you. Good norning, conm ssioners. In
17 this docket Dom nion Energy Utah has asked for approval
18 to construct an on-systemliquefied natural gas

19 facility. |In order to help evaluate the conpany's

20 application, the division hired Daymark Energy Advisors
21 to review the informati on and provi de anal ysis.

22 M. Allen Neale from Daymark provided direct
23 and surrebuttal testinony on behalf of the division and
24 identified specific areas of concern and reconmmendati ons
25  which support the division's position. M. Neale is

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



http://www.litigationservices.com

HEARI NG VOLUME Il - 10/02/2018

© o0 ~N o o b~ w N

N N NN NN R R R R R R R R R R
o A W N P O © 00 N OO0 0o b~ wWw N +—» O

. o . ~Page 370
here today and will be providing testinony at this

heari ng.

The requirenments for approval of a resource
decision are identified in Uah code Section 54-17-402.
In this proceeding the commssion is to determne if the
proposed request is in the public interest, taking into
consi deration a nunber of specific requirements. The
first requirenent identified in the Uah code is whether
t he proposed resource will nost likely result in the
acqui sition, production and delivery of utility services
at the | owest reasonable cost to retail custoners.

Approval is not warranted because Dom nion
Energy has failed to show that the proposed LNG facility
will result in the provision of services at the | owest
reasonable cost. It is clear that Dom nion Energy wants
to build an LNG facility but may not need this type of
facility based on the cost of other options that may be
avai l abl e.

The very heart of this issue is the conpany's
failure to establish a clear need for the identified
resource. The conpany's provided instances of supply
cuts due to cold weather conditions. However, these
condi tions have been short in duration and have been
satisfied using other storage or purchase options.

The purported secondary benefits, such as
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1 earthquakes, land slides, and renote distribution of LNG
2 are ill served by the proposed resource, especially if

3 it is nmeant to renmedy the supply failures Dom nion

4 Energy identifies.

5 Anot her requirenent of the Utah code that nust
6 be considered is the long-termand short-term i npacts.

7 The proposed LNG facility will require a large capital

8 expenditure that will put upward pressure on rates.

9 Based on the information fromthe U.S. Energy

10 I nformati on Adm nistration and the Anerican Gas

11  Association, Uah no | onger enjoys sone of the |owest

12 gas prices in the country. Adding significant |ong-term
13 cost to custoner rates for an LNG facility that w ||

14 have Iimted use does not serve the public interest.

15 The division also recommends that the

16  commi ssion consider the inpact to custoner rates for

17 this facility, along with the potential increase that is
18 likely to occur with the next general rate case

19 schedul ed to begin in 2019.
20 The storage tanks that are for the proposed
21 facility wll take 150 days to fill, and conpany
22 wtnesses have testified that the send-out nodel will be
23 used to determ ne the nost cost effective way to fill
24 LNG t anks.
25 Even though the proposed facility would be
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filled during the sumrer nonths, when the market price

for natural gas is usually |low, the send-out nodel wll

nost |ikely select nore expensive Westpro production to
fill the tanks due to Iimtations and restrictions built
into the send-out nodel.

Wth expensive gas going to the facility and
the high cost to liquefy, store and vaporize the gas for
future use, the conpany estimates that gas com ng from
this facility would cost $8.70 per decatherm based on
the current cost of service price. This price per
decathermis significantly higher than the current
mar ket price and woul d be passed on to custoners.

The division is not convinced that the
proposed facility will be under the conplete control of
Dom ni on Energy Utah. The daily managenent of system
pressures on both the Dom ni on Energy Utah distribution
and the Dom ni on Energy Questar Pipeline systemare
managed by pi peline enpl oyees in the gas control
department. The daily managenment of both systens is
acconpl i shed by shared enpl oyees froma comobn gas
control room

Based on the response to data requests, it
appears that the operation of an LNG facility would be
jointly managed by enpl oyees from Dom ni on Energy Utah

and Dom ni on Energy Questar Pipeline.
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This application has identified various

options and reasons for selecting the proposed LNG
facility. However, it appears that many of the
alternatives have been hand sel ected and may not have
been given the sane initial requirements for a fair
conpari son.

Rat her than identifying a specific need to be
nmet and seeking any and all resources to neet that need
and eval uate the options, it appears that the conpany
al ready knew what course of action it wanted to take.
As early as 2014, the conpany began | ooking at the cost
and possible locations for adding an LNG facility to its
di stribution system

| nvestor presentations in 2017 from Dom ni on
Energy Ut ah's parent conpany identified one of the
sources for continued revenue growh for the utility in
future years will conme fromthe addition of an LNG
facility in northern Utah.

Bids fromother parties to neet supply
reliability needs that have been identified in this
docket were not received until as late as 2018.
Therefore, it appears that the decision to build the LNG
facility was nmade before other options were revi ened.

I n sunmary, the conpany has not denonstrated

that the proposed LNG facility is in the public interest
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or that the proposed facility will result in the | owest

reasonable utility service. Dom nion Energy U ah has
not satisfied the requirenments for preapproval as
outlined, and the conpany's request should not be
appr oved.

If the comm ssion finds that further action is
needed, it should order Dom nion Energy Utah to clearly
define the needed capabilities and issue an all-source
RFP to nmeet the specific need and requirenent. And that
concludes ny summary.

MR. JETTER  Thank you. | have no further
questions for M. Weelwight now Tender himfor
Ccross-exam nation, questions fromthe conm ssion

CHAl RMAN LEVAR:  Thank you. M. Snarr, do you
have any questions?

MR. SNARR. No, the office has no questions.

CHAI RMAN LEVAR: Ckay. Thank you. M. Dodge,
any questions from Magnunf

MR DODGE: No, thank you.

CHAl RMAN LEVAR: M. Russell?

MR. RUSSELL: No, thank you, M. Chairnman.

CHAI RVAN LEVAR: Wy don't we go ahead and
take a 10 mi nute break, and then we'll go to any
cross-exam nation fromDomnion. | think our clock is

now i n substantial conmpliance with federal |aw, so we'l|l
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cone at about five to.

(Recess from10:46 a.m to 10:55 a.m)
CHAl RMAN LEVAR. Ckay. We're back on the
record. And we wll go to any cross-exam nation of
M. Weel wight by Dom nion Energy Ut ah.
M5. CLARK: Yeah. Just a few, thank you.
CROSS- EXAM NATI ON
BY M5. CLARK

Q M. Weelwight, in the course of the work you
have conducted in this docket, you reviewed Ms. Faust's
anal ysis and the options the conpany consi dered, did you
not ?

A | did.

Q And can you, sitting here today, identify any
option that the conpany overl ooked and failed to include
in that anal ysis?

A Not that | am aware of.

Q You tal ked today, M. Wheelwight, about your
concern about control of the proposed LNG facility.
Were you able to review data request responses that were
issued in response to Division of Public Uilities'
i nformati on request?

A Yes, | was.

Q And did you review DPU 9. 12 identifying how

this facility woul d be operated froma gas contro
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perspective?

A | did.

Q And did you see in that answer that any use of
t he LNG resource woul d be under the direction of the
director of engineering and the vice president and
general manager of Dom nion Energy U ah?

A | did. | also respond -- read and included in
ny surrebuttal testinony the response to DPU 9.13. |f
you woul d like, I could share that with you. And that
specifically says that in energency or unforeseen
situations that are not caused by weather, gas supply
and gas control would nonitor pressures and nmake
determnation if the LNG facility should be used to
mai ntai n those pressures.

That to me says both entities are going to be
i nvol ved.

Q So give ne just one second. To be clear
M. Weelwight, that 9.13 also indicated that the use
of the LNG resource is under the direction of the two
individuals | identified?

A | agree.

Q So you woul d agree that under any
ci rcunst ances, executives and officers of Dom nion
Energy Utah woul d be involved in the decision making,

woul d you not ?
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A | believe they would be invol ved, yes.

Q Ckay. Couple nore questions. Do you
subscribe to and agree with M. Neale's testinmony and
conclusions in this matter?

A Yes.

Q And at lines 789 to 798 of his testinony --
and | amgoing to paraphrase. |If you would like to read
it, I would be happy --

A | don't have it with ne, no.

OCkay. Well, let nme paraphrase and if it's --

MR JETTER Can | just interrupt? 1Is this
direct or surrebuttal ?

M5. CLARK: It is 789, | believe his direct.

Q (By Ms. dark) He indicates that he has heard
of instances when industrial custonmers have refused to
restrict usage when the econom cs didn't support it and
that he's not confident that residential users would
restrict. Wuld you agree with that concl usion?

A Residential -- I"'msorry. | didn't understand
t he question.

Q Let nme rephrase. Wen discussing the notion
of demand response and the demand response option
eval uated by the conpany, M. Neal e suggests that he is
aware of circunstances where industrial custoners have

failed to restrict when directed to do so, and he seens
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to express cynicismthat residential custonmers would

restrict if called upon to do so. And | am just asking

if you agree with those observations and concl usi ons.

A | would ask him | don't know if residential
custoners would restrict usage or not. | don't know.
M5. CLARK: Ckay. | don't have any ot her
questi ons.

CHAI RMAN LEVAR:  Ckay. Thank you. Any
redirect, M. Jetter?

MR JETTER  No, thank you.

CHAI RVMAN LEVAR:  And Conmm ssi oner \Wite?

COW SSI ONER WHI TE:  No questions. Thank you.

CHAI RMAN LEVAR:  Conmi ssi oner C ark?

COW SSI ONER CLARK:  No questions, thanks.

CHAI RMAN LEVAR: | don't think | have any
either. So thank you for your testinony,

M. Wheel wright.

THE W TNESS: Thank you

CHAl RVAN LEVAR: M. Jetter?

MR JETTER  Thank you. The division would
next like to call and have sworn in division wtness
Al l en Neal e.

CHAl RVAN LEVAR:  Good norning, M. Neale.

THE W TNESS:. Good nor ni ng.

CHAI RVMAN LEVAR: Do you swear to tell the
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truth?

THE WTNESS: | do.
CHAI RMAN LEVAR  Thank you.
ALLEN NEALE,
was called as a witness, and having been first duly
sworn to tell the truth, testified as foll ows:
DI RECT EXAM NATI ON
BY MR JETTER
Q Good norning, M. Neale. Wuld you pl ease
state your nanme and occupation, and actually, | would

al so ask you to please spell your |ast nane for the

record.
A | will. M nane is Allen R Neale. That's
NE-A-L-E. | ama consultant working in conjunction

with Daymark Energy Advisors. And our business address
is 370 Main Street, Suite 325, Wrcester, Mass.

Q Thank you.

A And Worcester is spelled WORCE-S-T-E-R
So sorry, but --

Q Thank you.

A Even | can't spell it.

Q And in the course of your participation in
this docket on behalf of the Uah Division of Public
Uilities, did you create and cause to be filed with the

conmm ssion direct and surrebuttal testinony in this
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1 docket? rage S8
2 A | did.
3 Q Do you have any corrections or changes you
4 would like to nake to those?
5 A Not at this tine.
6 Q And if you were asked the same questions
7 contained in both your direct and surrebuttal testinony
8 this norning, would your answers remain the sane?
9 A They woul d.
10 Q Thank you.
11 MR JETTER 1'd like to nove at this tine to
12 enter into the record the direct and surrebuttal
13 testinony of Allen R Neale, along with the exhibits
14 that were attached thereto. The direct testinony
15 included 2.0 through 2.17 DIR, and the surrebuttal
16 testinmony did not include exhibits, however was sinply
17 be filed in confidential and redacted form
18 CHAl RMAN LEVAR: If any party objects to the
19 notion, please indicate. | amnot seeing any objection.
20 The notion is granted.
21 MR. JETTER  Thank you.
22 Q (By M. Jetter) And M. Neal e, have you
23 prepared a brief summary of your testinony?
24 A | amgoing to be as brief as | possibly can.
25 Everybody's pain quotient is, |I'msure, |ow.
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1 Q Geat. Go ahead. rage 982
2 A | was asked by the Utah Division of Public

3 Uilities to address four main points, and I'Il try to

4 go through each of them

5 The accuracy of the nodels and assunptions

6 used by DEU used to calculate the requirenents to neet

7 an expected shortfall and so -- the conpany was, |

8 thought did a great job providing weather history. And
9 in defense of Ms. Faust, and as a forner gas supply guy,
10 the fact that real |ow tenperature occurred just once is
11 enough to settle the debate about probability because if
12 it happened once, it certainly can happened again.

13 And so | think the conpany did denonstrate

14 that it had this need, and I would -- ny recollection, I
15 think the shortfall on one of the days was |ike 139, 000
16 decathernms. And fromthat, | think the conpany cane to
17 the conclusion, and | amsure it was after they |ooked
18 at the sizes of vaporization equi pment and so forth,

19 that they should put together sonething that net 150, 000
20 decatherns a day, provide eight days of service and
21 store 1.2 mllion decatherns of supply. So | found the
22  conpany's conclusions to be reasonabl e.
23 Secondly, | was asked whether the proposed LNG
24 facility is physically capable of neeting any such
25 shortfall, and | was able to by phone and by exhibit, I

Litigation Services | 800-330-1112

www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG VOLUME Il - 10/02/2018

1 guess, talk with M. Platt about his system and rage 58e
2 discovered they use Synergy to find product. | am ol der
3 than M. Platt, and | go back to the Stoner nodel, which
4 is what Synergy is based on. So | have a reasonabl e

5 understanding of what he is using as a tool. G eat

6 tool.

7 And after going through the scenarios, | was

8 sure that the LNG facility's full capacity could be

9 absorbed in the area. Now, having said that, the

10 conmpany was also going to, if they had a shortfall, they
11 could back off the use of the volunes at a city gate

12 station that was nearby and then use di spl acenent over
13 the pipeline to send gas to other areas, hopefully to

14  take care of other isolated issues.

15 So | thought that was a reasonable plan. But,
16 you know, clearly, the LNGfacility was going to take

17 care of that area. But they had a plan to use

18 displacenment to maybe settle some things on other sites.
19 Third, whether the cost and noncost eval uation
20 criteria is robust enough for the selection purposes.
21 You know, | went back and | ooked at the I RPs that the
22 conpany had in the past few years provided. And while |
23 saw a description of the LNG facility, it was
24 certainly -- there's probably two or three different
25 pernutations of what they were | ooking for in an LNG
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facility.

So in this case, it was the first tine | saw
that they came up with the specifics, 150,000 decat herns
a day, eight days of service and 1.2 m|lion decatherns
of storage. But it did not seemto say that in any of
t he | RPs.

In my time as a gas -- manager of gas supply,
we had an | RP process, and we woul d define in our IRP
process what it was that we needed. And then when we
coul d agree that that was what was necessary to neet
needs currently and into the future, you would go out to
an RFP to seek that type of supply. And in this case,
once again, it was for 150,000 decatherns a day, eight
days of service and a storage quantity of 1.2 mllion
decat her ns.

Now, as | |ooked at the massive RFPs -- and |
know t he conpany's done a | ot of work asking different
people for supplies -- unfortunately, | didn't see the
requi rements of 150,000 decat herns a day, eight days of
service in those RFP responses.

So | amtroubl ed because | had expected to see
several responses fromdifferent conpani es hoping to
provide that level service, and frankly, that is what is
bot hered ne the nost, that we didn't have a true

appl es-to- appl es conpari son.
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So the last topic was No. 4, whether the

proposed LNG facility would neet the standard for this
resource investnment to be in the public interest. And |
just think it fails because you don't have adequate RFPs
for that level of service. And so we are unable to
really assess what in this case | believe is risk, the
cost of risk.

The conpany -- and again, Ms. Faust, | do
share your concern. The conpany needs to have firm
supplies to nmeet its custoners' needs. | amacutely
aware of that being from New Engl and. And so, however,
soneti mes when you have RFPs, sonme of the things you
consider, after you receive them is the price and
non-price criteria.

Price is one thing. Risk happens to be a
non-price criteria, and it's only after you evaluate the
difference in costs that you really know what the val ue
of risk is in this case. | don't believe we have that
in front of us, the cost difference between two or nore
resources that could neet their needs.

And also, I'lIl just make a comment that either
an LNG facility or an underground storage facility would
meet, you know, technically their needs. And the
definition of peak shaving, | happen to -- in ny tine, |

was in charge of our peak shaving facility. And the
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1 reason peakers were built is because the cost of rage s8s
2 transportation exceeded the cost, if you will, over tine
3 of building an LNG facility. It was really a capacity

4 issue. And so that's really what the genesis of peak

5 shaving facilities were.

6 And regardl ess, however, even in this case, if
7 | saw that the econom cs of building an LNG facility

8 were favorable, | don't care what the purpose it was

9 that | was using the plant for, as long as the econom cs
10 worked out. And | would say that that pretty nmuch is
11 the essence of any testinony. Thank you.

12 Q Thank you, M. Neale.

13 MR JETTER | have no further questions, and
14 M. Neale is available for cross fromthe parties and
15 questions fromthe conm ssion.

16 CHAI RMAN LEVAR:  Thank you, M. Jetter.

17 M. Snarr, do you have any questions for M. Neal e?

18 MR. SNARR. No. The office has no questions.
19 CHAl RMAN LEVAR: Thank you. M. Russell?

20 MR RUSSELL: No questions from UAE.

21 CHAI RMAN LEVAR: Ckay. Dom ni on?

22 MR SABIN. Yes. Thank you.

23 CROSS- EXAM NATI ON

24 BY MR SABI N:

25 Q M. Neale, thank you for being here today. |
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want to maybe spend a couple mnutes getting out of the

way the places where we nmaybe don't disagree.
A Ckay.
Q And then focus on the places where | think

there may be disagreenent. |s that okay?
A It's fine.
Q As | listened to your opening summary, | take

it fromyour sunmary that you don't really dispute the
conpany's need for this facility?

A The conpany has a need for 150, 000 decat herns
a day and eight days of service at 1.2 mllion -- |I'm
sorry, decatherns of storage.

Q That's okay. Al right. And so if we nove
beyond need to what are the resources that can serve
that need, | al so understood from your testinony that
you reviewed with M. Platt the conpany's network
analysis. | take it fromyour statenment and from your
testinony that you don't at this point challenge any of
hi s concl usions or any of his analysis?

A No. But | would add one thing just over the
course of the discussion that | have heard, and it
surrounds where people can deliver gas or not deliver
gas. And | -- it seens to ne like it's an open question
where people may be able to deliver gas or not.

But M. Platt has a fabul ous tool, and
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1 wherever sonebody can deliver gas, | would expectp? 2t387
2 he would, if it doesn't provide the right pressure

3 profiles in the system he would take a | ook at the

4 system try and determ ne how nuch pipe mght have to be
5 added to the distribution systemso that it would

6 function properly, and that cost would al so be i nputed
7 agai nst whoever nade that proposal.

8 Q So that we're clear, and | appreciate the

9 clarification.

10 A Yeah.

11 Q What | take it -- you to be saying is that if
12 you were going to -- you know, he arrived at sone

13  concl usi ons about what happened with the pressures --
14 A.  Right.

15 Q -- relative to the LNG facility and ot her

16 resources, right?

17 A O her resources, | think he just suggested
18 they arrived there. | amnot sure he did any work on
19 the pipeline system
20 Q Wre you here when he did his presentation?
21 A | did. | saw when he presented.
22 Q And you saw that he concluded that the LNG
23 facility, the pressures provided by --
24 A And | think that was his current system
25 Q Can you just give nme one second to finish ny
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guestion?

A |''mso sorry, yeah

Q He | ooked -- he did | ook at the current
system and he said, if | plugged an LNG facility in the
demand center right smack dab in the mddl e of where
nost of the people live in the Wasatch Front and, | run
that -- that facility against a facility that delivers
to the southern point of the system that the LNG
out performed that other resource.

Do you -- did you see that?

A Well, you say outperfornmed the other.

Q The pressures were better

A Vell, | mght agree that the pressures were
better. However, what he may not have done is upgraded
the distribution system

Q We'll get to that. W'Il get to that.

A To come up with a figure for how nuch he
needed to invest in your distribution system

Q Right. And that's fine. But on the data we
had that he was using on the systemtoday, you don't
di spute, do you, that his network analysis showed t hat
out come?

A Vell, | would suggest that | agree with the
fact that the LNG facility perfornmed the way he said it

woul d.
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Q Okay. And the other resource he tested it

agai nst perforned the way it did?

A Agai nst the current facilities.

Q Ri ght.

A Yeah.

Q Now | et's go to your point. So you are
suggesting that you could also, | guess, theoretically
| ook at the cost --

A Ri ght.

Q -- of changing the system inserting
additional piping into the distribution system and
changi ng the points of delivery.

A That is correct.

Q Yes.

A And | only provide that because | want to be
fair and equitable about this.

Q | under st and.

A And while | say another source may work, in ny
opinion it would take work on the distribution system
And | want to nmake sure that those costs get fully
reflected so that everybody understands what the real
cost difference is.

Q And because you have been in this business a
long time, | take it you would agree with me that if you

are going to install the pipe over 20 plus mles through
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1 the netropolis of Salt Lake City, that that's going to
2 cone at a fairly significant cost?
3 A | can't say. | don't live here in Uah so...
4 | amsure it's going to cost them | amequally sure
5 It's probably not as expensive as downt own Boston but
6 I --
7 Q Vell, | nmean, do you have any idea of how
8 much - -
9 A Sure. It's --
10 Q -- how nuch it costs to lay a mle of pipe in
11 an area li ke this?
12 A It depends on the size, but --
13 Q Ckay. We're talking a decent pipe here.
14 A | understand. | understand how expensive it
15 I's, but the costs still need to be explored regardl ess
16 of the expense.
17 MR. SABIN. Perm ssion to approach and give
18 the witness an --
19 CHAI RVAN LEVAR:  Yes.
20 MR. SABIN. -- exhibit?
21 Q (By M. Sabin) M. Neale, are you famliar
22 wth the G|l and Gas Journal ?
23 A Sonmewhat, yes.
24 Q Ckay. It's an industry publication, right?
25 A Read it several tinmes in the past.
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1 Q Right. 1'd like you to turn to the secg?\%e %
2 page of this docunment. | just want to focus on the

3 first full paragraph at the top.

4 It says, "A dramatic drop in outlays for |abor
5 was the primary driver of low |and pipeline construction
6 costs rates falling nearly 50 percent to 1.9 mllion a
7 mle from3.6 mllion a mle. Material costs were the
8 only category to rise, nmoving from $989, 000 per mle to
9 1.3 mllion dollars a mle. The roughly 1 point mllion
10 decrease in total estimate per mle |and pipeline

11  construction costs brought themto 5.9 mllion dollars
12 per mle, 22 percent |ower than 2016."

13 A Unh- huh.

14 Q He is tal king about the cost to build a

15 pipeline --

16 A ' m sure.

17 Q -- right? Does that -- do you have any reason
18 to doubt that that is the average cost of building a

19 pipeline per mle?

20 A | don't know any specifics. [|'Il take it on
21 t he surface. However, we don't knowif this is 10 inch
22 pipe, 4 inch pipe, 6 inch pipe, 18 inch pipe. W don't
23 know.

24 Q Ri ght.

25 A So --
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1 Q Under st ood. rage 992
2 A | appreciate the industry average.

3 Q Yeah.

4 MR SABIN. | would just like to nove for the
5 adm ssion of DEU Exhibit 9.0 at this point.

6 CHAl RMAN LEVAR: |If any party objects to that
7 notion, please indicate to nme. |'mnot seeing any

8 objection, so it's granted.

9 Q (By M. Sabin) Well, let's just take that

10 industry average. You would agree with me, would you
11 not, that if we followed the solution that you are

12 tal king about or considered the option that you are

13 tal king about of extending piping through the

14 distribution systemto try and match delivery points,

15 that you are tal king about a significant cost investnent
16 if we're just using that average?

17 A | can't tell you because | amnot running the
18 network analysis. | don't knowif you need to do 10

19 feet or a thousand mles. | don't know | amtelling
20  you, it needs to be done, and it needs to be part of an
21 exhibit. It's not been done. It's not part of an

22 exhibit relative to any of the underground storage

23 facilities that you were looking at. But even those did
24 not have the right, in nmy opinion, RFP requirenents.

25 Q But even if you are talking two mles, that's
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1 substantially nore than the LNG facility? rage 59
2 A How much is the LNG facility?
3 Q | don't have the nunbers in front of nme, but
4 it was --
5 A Not sure. It is --
6 Q What do you -- what do you --
7 A It was 200 mllion for the LNG facility. 200
8 mllion for the LNG facility; is that right?
9 Q | guess | was | ooking on a per year basis.
10 A Sorry.
11 Q But that's fine. | guess what | am-- | am
12 trying to get at your coment you raised there.
13 A Uh- huh.
14 Q So you agree with me that the network
15 analysis, as done on the current system was done
16 properly and that his conclusions were correct?
17 A Rel ative to citing the LNG plant, that's
18 correct.
19 Q And the only way you are saying that you could
20 mmc that is if you were to essentially create the sane
21 ki nd of delivery fromother sources?
22 A Correct.
23 Q Ckay. And those would cone at sone cost?
24 A That is absolutely correct. Yep. That's ny
25 statenent.
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Q Al right. The other thing I --

A And those costs need to be, you know, narried
to anybody else's RFP so that you can truly see the
difference in cost between the LNG facility --

Q | understand --

A -- and that other supply.

Q Ckay. The third thing I think we agree on
al though I want to doubl e-check, is that I took from
your statenment and your testinony that you agree that
LNG is an appropriate service to solve the problemthe
conpany is trying to solve.

A It can be. That's correct. One of. One of.

Q Yeah. | nmean, in your testinony you -- in
your direct testinony you specifically say that this is
why reg -- this is why LDCs use LNG because it's an
appropriate solution to solve this kind of problem

A Yeah. Even in New Engl and, when we use nore
than -- well, close to 50 percent of the peak day,
demand is served by an LNG facility. |If, Lord forbid,
we suffered a | oss of supply fromthe pipeline, whatever
excess capacity we had in the LNG facility would be used
to offset those pipeline |osses. So | nean, yes.

Q Ckay. And I'd just like to read two quotes
fromyour testinony. | don't know if you have your

direct testinony there.
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1 A | do. rage s%
2 Q | am on page 18 of your testinony starting at
3 line 461. Tell me when you get there.

4 A | am here.

5 Q You say, "LDCs consider LNG service because it
6 satisfies the regulatory obligation to nmaintain a

7 resource portfolio that nmeets firm custonmer demand under
8 design day and extended cold snap conditions. Design

9 weather criteria are usually based on the col dest

10  weat her experienced over the last 10 to as many as 30,
11 50 or 100 years. Regardless of the tinefrane used for
12 these criteria, many LDCs have experienced record cold
13 weather in the nost recent 10 years."

14 A Yes.

15 Did | read that correctly?

16 A You did.

17 Q And you stand by that statenent?

18 A | do stand by that statenent.

19 Q Okay. The other piece | want to read with you
20 has to do wwth LNG facilities is -- let ne find the page
21 here for you. Yeah, let's go to |lines 451 or, excuse
22 me, lines 488. Go to line 488 wth ne. And | am going
23 to read starting on that line. Are you there, sir?
24 A | am
25 Q Ckay. You say there, "LNGis ideal to neet a
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needl e peek need or a loss of supply because it can be

| ocated on system sized to neet the scale of the design
criteria needs of such events. LNGfacilities are
avai |l abl e for inmedi ate and conti nuously adjusted

di spatch within design [imtations and operating
paranmeters and are not subject to fixed intraday

nom nation cycles of an interstate pipeline."”

Did | read that correctly?

A You did.

Q And do you stand by that statenent?

A | do.

Q Ckay.

A | al so have a beautiful drawing of a | oad

duration curve too, and you didn't mention that.

Q Sorry. | -- 1 should have brought up how
beautifully you have done that. Apol ogize for that.

Okay. Just skipping over sone things that we

don't need to cover since we have been able to nove
through that. Yeah. One other thing. On your -- if
you could turn to page 89 of your testinony; your direct
testinony, that is.

A Yes.

Q There you say, this is -- regarding -- you
have a sunmary of concl usions here. And one of the

conclusions | want to focus on, you say, this conclusion
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1 No. 2, on page 9, "The proposed LNG facility wll

2 adequately address the stated need to provide a reliable
3 and lowcost service to firmcustoners."”

4 Did | read that to that point right? |

5 realize there's nore we're going to talk about. But did
6 | read that to that point?

7 A You are doing a great job.

8 Q And you stand by that statenent?

9 A | do.

10 Q Ckay. Now |let nme focus now on the areas where
11 | think we have sone di sagreenent. And that has to do
12 with the remai nder of that sentence. You say, "But this
13 is not sufficient to adequately denpbnstrate it's nost

14 likely to be the | owest reasonable cost option."

15 |'d like to probe that just a little bit with
16 you. M first questionis, | think you agree and |

17 think your testinony states this, but | want to make

18 sure you agree, that the conpany did an extensive anount
19 of work to go out and identify options that could serve
20 this purpose and has presented its findings in an
21 extensive attachment and exhibits to both Ms. Faust's
22 testinony and other's testinony.
23 Do you agree that the conpany went out and did
24 an extensive search over a period of years for different
25  options?
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1 A Vell, let me preface it by, they were

2 different options than what you would require of the LNG
3 facility. So |l don't find themto be conpelling as

4 alternatives.

5 Q Okay. But let nme just ask -- we'll cone to

6 your point. M question is, do you agree that the

7 conpany spent a significant anount of time researching
8 various options that theoretically in the field could

9 serve as a supply reliability option?

10 A Vel |, but you settled on a specific criteria.
11  And none of those options that you sourced neet this

12 criteria. So | don't know what you want ne to say. D d
13 you do a lot of work? Yes. Didyou do it in the right
14 manner ? No.

15 Q Okay. Well, let's probe that because | think
16 you are not answering nmy question. You keep dodging ny
17  question.

18 A No. | amnot trying to dodge the question

19 Did you go out and have responses to RFPs? Yes. You
20 did. Was the RFP responsive to the need that you have
21 now structured centered around the LNG facility? No.
22 Q Vel |, hang on.
23 A | appreciate that you have nade severa
24 attenpts. | do.
25 Q Vll, | don't agree with you and | want to --
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2 Q | want to probe that. Wen the conpany goes

3 out and |l ooks at potentially buying additional supply on

4 the interstate pipelines, that could solve this need,

5 could it not, potentially?

6 A Vell, of course it could.

7 Q Ckay. So the conmpany was casting a broad net.

8 |s there anything wong wth doing that?

9 A Yes. Once you determ ned the size of the

10 service that you need, you needed to go out to the

11 mar ket pl ace and seek RFPs responsive to that need, not

12 rely on RFPs that you had issued over time that were not

13 tied to that need. Cearly they neet some needs but not

14  this specific need.

15 Q Well, did you review the attachnents to

16 M. Faust's testinony?

17 A Yeah. | think in ny testinony | have the

18 whole list of every one of them

19 Q Then you woul d know that the conpany did focus

20 in on the ambunt of -- the quantity that it was | ooking

21 at when it assessed each one of these options, did it

22 not ?

23 A So no. It did not.

24 Q How do you know that, sir?

25 A Vell, we had sone testinony this norning from
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1 Wtness Holder who said he didn't know about an eig

2 day requirenent.

3 Q Has the company i nposed an ei ght day

4  requirenment?

5 A Vll, it has when it has reached its design

6 criteria for the LNG facility, be 150,000, eight days

7 and a mllion two in capacity.

8 Q But M. Neale, tell ne where in the testinony

9 or where in any docunment the conpany has ever said it

10 would only accept eight days.

11 A Well, listen. |If you are trying to suggest

12 that it's a non-price criteria, and if you are going to

13 build a facility that's going to have ei ght days

14 criteria, you then can't conplain about the non-price

15 criteria not neeting -- being only seven days and not

16 neeting what you say is what you want.

17 Q And who has conpl ai ned about that?

18 A Vell, you have when you listed, in all your

19 responses, the fact that they were only going to provide

20 you seven days, as opposed to the eight days service

21 that you were going to get out of the LNG facility.

22 Q | amsorry. | amnot famliar with the

23 location or that statement, and | think |I have read nore

24  testinony than --

25 A | think if you read all of the responses from
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the RFPs, that will be the conclusion that you reac

Q Wll, let's nove to that, M. Neale, on the
RFP front. Do you understand that the conpany is
relying exclusively on the responses to its RFPs in

reaching its conclusion in this case?

A | -- well, | can't tell

Q Ckay.

A | mean |'m sure managenent has nmade nanagenent
deci si ons.

Q So | want -- | want you to assune for the sake

of argunent that the conpany took the information from
it -- that it obtained fromthe RFPs and then went above
and beyond that and then started contacting and neeting
with each party it could think about that it could
identify. Right?
Do you have any reason to doubt that that's

what happened?

A | amnot sure | saw that was docunented.

Q Didn't you hear Ms. Faust's testinony?

A | would like to see it docunented. Look, | am
sure --

Q | amjust -- let's just stick to ny question
Do you have any evidence that the conpany didn't do
t hat ?

A The only evidence | have is a |lack of an RFP

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



http://www.litigationservices.com

HEARI NG VOLUME Il - 10/02/2018

1 specifically -- okay. 1'll go through the nunberzage e
2 again -- but that's --

3 Q | understand --

4 A -- tied to a 150,000 decatherns a day, eight

5 days of service at 1.2 mllion decatherns of storage.

6 Q And that doesn't answer ny question so |I'm

7 going to bring you back. M question was, do you have

8 any evidence that the conpany did not go out and neet

9 with every person that they could think about that could
10 provide a reliability solution? Do you have any reason
11 to question that?

12 A You may have, but there is no evidence in this
13 forumthat suggests that you did an RFP blindly for

14 the --

15 Q M. Neal e.

16 A -- service |evel.

17 Q M. Neale, |I need you to answer ny question.
18 You are not answering ny question. Do you know any

19 reason to doubt -- do you have any evidence or any

20 docunents or any testinony that Ms. Faust and her team
21 did not go out and do what she said she did?

22 A What did she do? Could you restate what she
23  did?

24 Q Sure. My understanding fromher testinony is
25 that she sent out two RFPs and acquired the nanmes and
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interests of a nunber of parties.

A Was the RFP --

Q Ckay. Hang on. W are going to focus on ny
guestion. kay. You asked ny -- you asked nme to tell
you what it is. She testified that she went out, that
she met with these people, that she sat down with them
and she tal ked with them about what they were capabl e of
doi ng, and that she got their -- whatever they could do.
She and her teaminvestigated it.

Do you have any reason to -- any evidence that
she didn't do that?

A | have no evidence to know whet her she did or
didn't.

Q Thank you. That's actually an answer to ny
qguesti on.

A Yeah, yeah. No, | understand.

Q Okay. Now let's talk about this so-called
mar ket pl ace you are tal king about. Are you aware of any
entity that was not considered by the conpany that could
provi de any service here to the conpany?

A That necessarily isn't for ne to know. That's
up to the conpany to know.

Q | m asking you --

A | don't -- | amnot a player in this

mar ket pl ace. However, the conpany is, and so | expect
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1 that that is exactly what they should do. That is what

2 the |aw says they are supposed to do.

3 Q What | aw says that they have to do?

4 A The requirements to go out, find the nost --

5 Q There is no requirenent.

6 A Oh.

7 Q Not for an RFP, not in this statute.

8 A Let's take a step back. They need to prove

9 that they need the supply. They need to prove that it's

10 the cheapest possible cost or it's the nost reasonable

11 cost based on cost and non-price criteria.

12 Q And | agree. And so back to your point. You

13 are not aware, | take it then, of any resource that the

14  conpany did not consider?

15 A Whether | know it or not is not germane. |It's

16 whether the conpany has searched that out.

17 Q | understand, and | amonly asking you.

18 A Yeah. | have answered. | said | am not.

19 Q Ckay. And you already testified that you

20 didn't -- you don't dispute or have any evidence to

21  dispute what the conpany says it did, right?

22 A The dispute is sinply that there's no

23  docunentation that shows you went out for an RFP of --

24 surrounding this criteria.

25 Q "1l cone to the RFP. 1'll come to the RFP.
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But you are not aware of any basis to chall enge her

testinony, right, on that point?

A | only know what is in the dockets, and those
responses do not seemto conport to the |evel of service
t hat you now require.

Q And you were not a participant in the
comuni cati ons between the conpany and Magnum for
exanpl e?

A Absol utely not.

Q So you don't know how much she di scussed the
amounts she needed or the nunber of days or the kind of
facility she was | ooking for, do you?

A No. | don't. And | also know that Magnum had
an open season that you did not take advantage of. So,
and unfortunately for ne, as a gas supply guy, here was
a known supply source that could neet it. They were
havi ng an open season, and the decision here has not
been made, and | think it would have been prudent of you

to take an advantage of going into the open season.

Q | understand you take that position, your
t esti nony.
A | am just speaking fromny gas supply

backgr ound.
Q | understand. |If M. Faust and her team had

had a coupl e of years of discussion wth Magnum about
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this opportunity about what they could do, an open

season woul dn't have really hel ped, right? You are
getting far nore detail ed conmuni cation and i nformation
in a one-on-one, face-to-face discussions, aren't you?

A | amnot the right guy to answer. The right
guy to answer is M. Holder, but in nmy career, | was in
many open seasons, for instance, with a group known as
Al berta Northeast that we finally were successful after
about five pernutations of receiving service in the
nort heast from

So these things change over tine. | don't

know what Magnum may have | earned or not |earned from
its --

Q That's fine. That's ny point. You don't
know?

A Ri ght.

Q And so you don't know whet her an open season
woul d be hel pful or not, whether it would provide

information that they didn't already have or not?

A | would say it wouldn't hurt.
Q kay. | appreciate that. Let's get to our --
this last. | amgoing to wap up here. | want to talk

about a couple of final issues. As it relates to the
i ssuance of an RFP, who, other than the parties that the

conpany consi dered, would you send an RFP to in this
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2 A Like | said, | amnot a -- | amnot an expert
3 inthis marketplace. | am sure your gas supply people
4 are.

5 Q Ckay. Thank you.

6 A | woul d expect themto be.

7 Q | think the |ast couple things I want to cover
8 are, as | understand your position, you have a

9 concern -- do you still have any concern about -- well,
10 let ne back up.

11 Do you agree that there are sone third party
12 risks that cone with using third party resources when
13 you are tal king about supply reliability? In your

14  experience, would you say that it is -- that it is, from
15 areliability standpoint, it's preferable to have your
16 own, controlled own source of gas than to rely on third
17 party?

18 A Wll, that is exactly what you try to docunent
19 here, what the value of that risk is.
20 Q | amjust asking if the risk -- if you agree
21 with the understanding that there is, froma non-cost
22 basis, there is sone consideration about the risks that
23 come with sourcing froma third party.
24 A | -- | amhaving a hard tinme figuring out what
25 the difference inrisk is. There's risks inherent in
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1 operating an LNG facility. Are they any different than
2 the risks froma third party? | amnot sure there are

3 differences.

4 Q Vel | --

5 A | mean, | ran and operated an LNG facility.

6 Wuld you like nme to tal k about Maxon valves failing and
7 not being able to set up your vaporizing? O do you

8 want ne to go through a ot of those things?

9 Q No. |'mactually going to take you to your

10 own testinony.

11 A Ckay.

12 Q You agree with me that the Magnumfacility has
13 not been built, right?

14 A Vell, | think they may operate one ot her

15 facility, but | can't renenber. | have read so nuch

16 Q As far as natural gas --

17 A But they do not have the one that you are

18 interested in up and running, correct.

19 Q Right. And you agree that it would require an
200 80 to a 100 mle pipeline to connect to the system as
21 least?
22 A That is what has been bandi ed about.
23 Q Right.
24 A | can't officially say it. That's what | have
25  heard.
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Q kay. And you actually in your testinony note

that the -- one of the risks that cones w th sourcing
froma third party is that it's a contractual resource
that is subject to interruption and force majeure
events, right?

A Absol utely.

Q Ri ght ?
A As well as any and all of your pipeline
supply. So you have the sane risk, if you will, on al

of your supplies.

Q Except you woul dn't have that risk on LNG
woul d you?

A Vll, | don't know. | don't know. If you
couldn't get the natural gas because your contracts

failed, then you woul dn't have anything to liquefy. So

| nean, | don't know.

Q Vll, | amjust going to focus in on one issue
her e.

A Yeah.

Q As far as force nmjeure events go --

A Sur e.

Q -- you agree with nme, don't you, that third

party contracts generally contain force majeure clauses?
A Sur e.

Q That exenpt the provider fromliability?
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A Absol utely.

Q Right. And those are the kind of events we're
trying to protect against here in this reliability
docket, right?

A | understand what you are trying to prevent
agai nst, and the question is, what is the relative risk
bet ween the different sources? And what is the val ue of
that risk? Because you are asking the rate payers to
pay this premiumto absolve you of any, what you call
it, risk as the LDC.

Q And you --

A Because LDCs take this risk every day.

Q W just read earlier that you said that
conpanies in this situation often turn to LNG and t hat
it's an ideal -- you didn't use appropriate. You said

it's an ideal solution for this problem

A It is.

Q Ckay.

A Vell, it can be one of the two that |
ment i oned.

Q Ckay.

A Ri ght.

Q You agree with ne also, | think from hearing

M. Holder's testinony, that this would not be a

resource that is owned or controlled by the conpany,
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correct, the Magnum resource?
A. Yes. | have read that.
Q Ckay.

A Heard that.

Q And you agree and | just think | heard
M. Holder say it would not be dedicated supply to the
conpany, that there are going to be other custonmers on
that systemthat are going to be taking gas?

A |'msure of it, just as any ot her underground
st orage operation.

Q kay. Al right.

A | can tal k about underground storage
operations if you want.

Q | don't -- | think we heard fromthat --

A And reliability fromthem because reliability
was anot her issue, right?

Q That's just fine. And finally | want to just
ask you, M. Neale, | take it that your idea to issue an
RFP or your thought to issue an RFP cones froma
background where you have worked in the gas storage
i ndustry before or gas supply industry before?

A LDC. | ran --

Q An LDC. That's what | nean, sorry, for an
LDC?

A Not supply but --
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Q Right. D d you do an RFP for everything you

did? Wen you built pipe, did you do an RFP for it?
Did you go out and say, "lIs this really the right
solution? Should we RFP this?"

A Any tinme | had to have a major supply
resource, | did an RFP. Any tine we undertook the
building of a -- or rebuilding, if you will, of an LNG
facility, we had RFPs.

Q Was that required by your |aw?

A Absol utely.

Q Ckay.

A Just as it is here.

Q Wiere is it required by | aw here?

A VWl l, you need to denonstrate -- so let's

forget about the termRFP. It's what you nust
denonstrate, that you found the | east cost solution.

Q Least reasonabl e cost solution, correct?

A | would -- yeah. | would concur with that.

Q That's what the statute says, right?

A And so you nust take a |l ook at cost as well as
non-price criteria.

Q Agr eed.

A And you need to do that fromevery potenti al
provi der.

Q And that's precisely what the conpany did in

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



http://www.litigationservices.com

HEARI NG VOLUME Il - 10/02/2018

1 Ms. Faust's analysis, right? rage i
2 A | woul d suggest that that is not necessarily
3 true because | haven't seen RFPs that went out with this
4 |evel of service.

5 Q Thank you, M. Neale. | have no further

6 questions.

7 A Thank you.

8 CHAI RMAN LEVAR:  Thank you, M. Sabin

9 M. Jetter, any redirect?

10 MR JETTER | do have a few redirect

11  questions.

12 REDI RECT EXAM NATI ON

13 BY MR JETTER

14 Q Were you in the roomfor nost of yesterday's
15 hearing?

16 A | was.

17 Q And did you hear testinony from conpany

18 wtnesses that some of the requirements for this project
19 are on system and conpany owned?

20 A Yes.

21 Q If, if those requirenents were included in an
22  RFP or known otherwi se by the RFP bidders, would there
23 be any purpose in bidding?

24 A. Well, no, you wouldn't bid.

25 Q And can you imagi ne a scenari o where you have
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good faith negotiations with a third party to provide a

service that couldn't neet those requirenents, if you
bel i eved that those requirements were necessary?

A No. They wouldn't be good faith negotiations,
No. 1. But No. 2, as | think | explained, they rely on
third party providers for gas supply services all the
time every day, and so this isn't a change in the |evel
of risk that they have. |It's arisk that is inherit in
the industry.

Q Thank you.

A. Let ne -- because | hear it, it kind of tells
me they should be drilling wells in everybody's back
yards to get the gas supply on. | find that

i ncr edul ous.

Q And is it your opinion that a narrow, focused
RFP for a specific set of criteria would be one of the
best ways to determ ne what the market out there is for
this type of facility or that type of service?

A It absolutely is.

Q And finally, did you hear Ms. Faust's
testinony yesterday that she continues to receive
e-mails frompotential providers?

A Yes.

Q Do you have any know edge of whether those

provi ders m ght be viable or not?
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1 A | have no idea. | amsure she is morkiﬁgg%aﬁ%F
2 tofind alternate supplies. |'msure.

3 Q Thank you.

4 MR. JETTER  Those are the only foll ow up

5 cross -- excuse ne, redirect questions | have.

6 CHAl RMAN LEVAR: Thank you. Any recross?

7 MR SABIN. Two questions. Excuse ne. Two

8 questions.

9 RECROSS- EXAM NATI ON

10 BY MR SABI N:

11 Q M. Neale, by virtue of the breadth of the net
12 that the conpany spread to try and think of options,

13 it's true, isn't it, the conpany did not inpose a

14 requirenment of it being on systemor being within their
15 control? That's sinply two factors the conpany finds to
16 be very inportant. Isn't that a fair statenent?

17 A Yeah, | think that's a fair statenent.

18 Q Ckay.

19 A Yeah.
20 Q kay. And then an RFP is not the only way to
21 obtain nmarket information, is it?
22 A As long as it's docunented, and it's for the
23 specific level of service, of course not.
24 MR. SABIN. Okay. No further questions.
25 CHAI RMAN LEVAR:  Thank you, M. Sabin
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Conmi ssi oner C ark, do you have any questions for

M. Neal e?

COW SSI ONER CLARK:  No questions. Thank you.

CHAI RMAN LEVAR:  Comm ssi oner Wi te?

COW SSI ONER WHI TE:  No questions, thank you.

CHAI RMVAN LEVAR: M. Neal e, you -- how
famliar are you wth the reasons nostly in Ms. Faust's
testi nony why Dom ni on has expressed their preference
for on-system option under the conpany's control versus
systens that are off systemand not in the conpany's
control? Are you famliar wth their asserted reasons?

THE WTNESS: Sure, | -- | have listened to
exactly what they have suggested. | nean, these force
maj eure i ssues, however nmany you mght want to define.
Because they are worried about, will this supply show
up.

At the end of the day, Ms. Faust is trying to
serve firmcustoners that the supply of last resort,
t hat supply nust show up for them nust. O herw se,
they are tal king about an outage. They can't neet -- we
saw what the costs of an outage are. | amfamliar with
t hose. Those | ook reasonable to ne. So they do need to
have sonmething that is -- that they can rely on

CHAI RMAN LEVAR  Ckay.

THE WTNESS: Now, do they need, you know,
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ultimate reliability, being on your systen? O is

sonething a hundred nmles away really safe enough? In
other words, are there really nore risks than they
accept every day fromgetting pipeline gas every day?

And | would say, they are no different than
the risks they assune every day, and so | have a
difficult time believing that they need to have
sonet hi ng necessarily on system Wuld | agree that
it's less risky? Maybe. But there are things that can
happen with an LNG facility.

CHAI RVMAN LEVAR: Let ne ask ny follow up then
because ny first question was to set this one up. Based
on your understandi ng of those concerns and those
preferences, do you have experience with RFPs using
non-cost criteria to evaluate those or very simlar
concerns?

THE WTNESS. So when you make out an RFP and
send it out there, and you gather all the information
you can, you mght gather information on the conpany,
whether it's -- it has financial, enough backing. You
may do in-depth studies on the provider as non-cost
criteria, as well as, are they on laterals? Have they
had failures on those laterals to be able to send gas?

You may do a whole host of study to | ook at

t hese non-price reasons for either taking the service or
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not taking the service. And you should. You should

| ook at the ability of every supplier to do what they
say they are going to do in the RFP.

CHAI RVAN LEVAR:  And have you worked with or
observed RFPs using those kind of -- using those kind of
criteria?

THE WTNESS: Sure. And for instance, in
pi peline supplies we went with different pipeline
projects than others because we felt nore sure of this,
that specific project.

CHAI RMAN LEVAR:  Thank you. | appreciate
t hose answers. One nore question. Wiy are Wrcester
and Dorcester pronounced differently?

THE WTNESS: |In New England we can only
pronounce half of our al phabet. That's really the
reason.

CHAI RMAN LEVAR:  Thank you for your testinony
t oday.

THE WTNESS: M pl easure.

CHAI RMAN LEVAR: | amjust trying to bal ance
whet her we nove ahead or take a lunch break, and |'m
probably | eaning towards taking an hour break at this
point. And assuming there's nothing further fromthe
division, M. Jetter?

MR JETTER. Nothing further fromthe

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



http://www.litigationservices.com

HEARI NG VOLUME Il - 10/02/2018

© o0 ~N o o b~ w N

N N NN NN R R R R R R R R R R
o A W N P O © 00 N OO0 0o b~ wWw N +—» O

. Page 419
di vi si on.

CHAl RMAN LEVAR: Ckay. Wy don't we return at
about one o'clock to go with the office's w tnesses,
remai ning W tnesses. Thank you. W're in recess.

(Lunch recess from11:49 a.m to 12:59 p.m)

CHAl RMAN LEVAR: Ckay. We're back on the
record, and I think we're ready for the Ofice of
Consuner Services' next w tness.

MR. SNARR: Thank you. The Ofice of Consuner
Services would like to call Bela Vastag as a w tness.

CHAI RMAN LEVAR:  Good afternoon, M. Vastag.
Do you swear to tell the truth?

THE WTNESS: | do.

CHAI RMAN LEVAR:  Thank you.

BELA VASTAG
was called as a witness, and having been first duly
sworn to tell the truth, testified as follows:
DI RECT EXAM NATI ON
BY MR SNARR
Q Coul d you please state your nane for the
record.

A Bel a Vastag. Should | spell that for you?

Q And where are you enpl oyed and in what

capacity?
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1 A | am enpl oyed as a utility analyst for tP%%e 0
2 Ofice of Consumer Services.

3 Q And in connection with your enploynent there,
4 have you assuned sone responsibility for, on behalf of

5 the office to investigate and pursue the filing of

6 testinony and exhibits in connection with this

7 particular proceedi ng?

8 A Yes.

9 Q And did you file direct testinony on August

10 16th, 2018, including attached exhibits?

11 A Yes.

12 Q And did you file rebuttal testinmony on

13  Septenber 6th, 2018, with -- well, just testinmony on

14  Septenber 6th, 20187

15 A Yes, | did.

16 Q And did you file surrebuttal testinony on

17  Septenber 20th with an attached set of exhibits on

18  Septenber 20t h?

19 A Yes.

20 Q And wth respect to those things that you

21 filed so far, do you adopt and affirmwhat you have said
22 in that testinony? And do you support the subm ssion of
23 those exhibits today?

24 A. Yes, | do.

25 Q Thank you.
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MR SNARR. We would ask that those exhibits

identified as OCS 1D, 1.1D, OCS 1R, OCS 1S and OCS 1.1S
be offered and admtted into evi dence.

CHAI RVAN LEVAR: I f anyone objects to that
notion, please indicate to ne. | amnot seeing any
i ndi cation, so the notion is granted.

Q (By M. Snarr) M. Vastag, have you prepared
a summary of your testinony for this proceedi ng?

A Yes, | have.

Q Wul d you pl ease present that sunmary?

A Yes. (Good afternoon. The Ofice of Consuner
Services recommends that the conm ssion deny the
conpany's request for approval of its decision to
construct a liquid natural gas or LNG facility. As
required by the Utah Energy Resource Procurenent Acts,

t he conmpany has not net its burden of proof in
denmonstrating that the LNG facility wll result in the
| owest reasonabl e cost resource for retail custoners or
will result in the resource with the best |ong-term and
short-terminpacts, risk and reliability.

The office's recomendati on to deny approval
of LNG facility is based on several reasons. First, as
office witness Alex Ware detailed in his testinony, the
hi story of the conpany's attenpts to docunent the need

for an LNG facility inits IRPs clearly shows that the
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LNG facility has been a solution in search of a problem

Not only do the IRPs fail to provide
supporting evidence that can augment this current
proceedi ng, but the conpany's changing rationalization
inthe IRPs of the need for an LNG facility does provide
a very good reason to be skeptical in this proceeding.
Finding a problemto justify an LNG facility that the
conpany wants to build is a highly unusual approach to
resource planning or facility investnent decisions.

Second, the conpany has not adequately defined
or docunented its recently clained supply reliability
problem The only evidence provided has been from one
graph in a slide presented at the June 19th, 2018,
technical conference in this docket. It's a graph
showi ng nom nation cycle supply cuts fromthe past seven
years.

This is insufficient. Wthout adequate
under st andi ng of the frequencies, magnitudes, causes and
remedi es of actual supply shortfalls, the nost effective
sol utions cannot be identified and eval uat ed.

Third, the conpany has not adequately expl ored
all alternatives to provide solutions to potenti al
supply shortfalls. A large part of this deficiency
stenms fromthe fact that the supply reliability problem

itself has not been clearly defined.
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Anot her factor is that the utility

sharehol ders want to see growth in corporate earnings
and therefore favor resource choices that involve |arge
investnments in rate base, investnents such as the
construction of a very expensive LNG facility.

The conpany sources natural gas via a |large
i nterconnected system which offers many alternatives to
provide supply reliability. The conpany has not
provi ded evidence that it has thoroughly di scovered and
evaluated all of these alternatives.

Exanpl es of other alternatives needing further
eval uation include additional pipeline interconnections,
additional city gate stations, additional backup supply
contracts, additional underground storage capacity such
as the Magnum facility, for exanple, and the use of
no-notice transportati on service.

The office supports the division's request
that the conpany issue a properly defined RFP to
identify resource alternatives, but only if the RFP is
part of a new proceedi ng where parties have sufficient
time to evaluate the RFP process and the results.

Fourth, as office witness Jerry M erzwa
testified, constructing an LNG facility for the sole
pur pose of providing backup supply for design day peak

demand is inconsistent with observed natural gas
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i ndustry practices.

Fifth, the conpany has not evaluated all the
ri sks, including potential public outcry of siting an
LNG plant in the densely popul ated Salt Lake Valley.
The construction and operation of an LNG plant in this
vall ey could be derailed by safety issues or -- and
public opposition to the plant.

And finally, again, for the reasons | have
just stated, the office recommends that the comm ssion
deny the conpany's request in this proceeding for an
approval to construct an LNG facility, and that
concl udes ny statenent.

MR. SNARR: Thank you. M. Vastag is
avai |l able for cross-exam nation or to respond to
qguestions fromthe conm ssion.

CHAl RMAN LEVAR: Thank you. M. Jetter, do
you have any questions?

MR JETTER | have no questions. Thank you.

CHAl RMAN LEVAR: Thank you. M. Russell?

MR RUSSELL: No questions. Thank you.

CHAI RMAN LEVAR:  Thank you. M. Sabin or M.
d ark?

MS. CLARK: No questions. Thank you.

CHAl RMAN LEVAR:  Comm ssi oner O ark?

COW SSI ONER CLARK:  No questions. Thank you.
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2 COW SSI ONER WHI TE:  Good aft er noon.

3 THE WTNESS: Good afternoon

4 COW SSIONER WHI TE: | just want to make sure
5 | understand the office's recommendation in the context
6 of what the divisionis recommending. Is it the

7 office's belief that there is a need but the need is not
8 specifically defined or not defined wth the appropriate
9 level of specificity?

10 THE WTNESS: Right. W agree there could be
11 a need. You know, reliability is extrenely inportant.
12 But before we can proceed to acquire solutions, first we
13 need to define what the problemis very carefully so

14 that solutions that we evaluate are appropriately, you
15 know -- we know they are appropriately addressing the

16  problem

17 COW SSIONER WHI TE:  That's all the questions
18 | have. Thank you.

19 CHAl RMAN LEVAR: Thank you. | do not have any
20 additional questions. So thank you for your testinony
21 today, M. Vastag. M. Snarr?

22 MR. SNARR: Thank you. The office would Iike
23 to next call M. Alex Ware as a witness.

24 CHAI RMAN LEVAR M. Ware, do you swear to

25 tell the truth?
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1 THE WTNESS: | do.

2 CHAI RMAN LEVAR  Thank you.

3 ALEX WARE,

4 was called as a witness, and having been first duly

5 sworn to tell the truth, testified as foll ows:

6 DI RECT EXAM NATI ON

7 BY MR SNARR:

8 Q Wul d you pl ease state your name for the

9 record.

10 A My nane is Al ex Wire.

11 Q And coul d you please tell us where you work
12 and in what capacity?

13 A | work for the Ofices of Consuner Services as
14 a utility analyst.

15 Q How | ong have you worked for the office?

16 A Less than a year.

17 Q And coul d you give us a thunbnail as to what
18 your prior background was?

19 A Prior background, | have a bachel or's degree
20 fromthe University of Utah in economcs, master's
21 degree in public policy. | worked for six years with
22 the office of the legislative auditor general doing
23 conpliance, financial, investigative audits, and
24 reported those to the audit subcomm ttee.
25 Q In connection with this proceedi ng, have you
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focused on and prepared testinony for submssion in this

proceedi ng on certain issues?

A Yes, | did.

Q And did you file direct testinony on August
16t h, 2018, on behalf of the office?

A Yes, that's correct.

Q And if you were asked those sane questions
t oday, would your answers be the sanme as reflected in
what has been filed?

A Yes, they woul d.

Q And you adopt that testinony here today?

A | do.

MR SNARR: We'd like to ask for the adm ssion
of OCS-3D, the testinony of Alex Ware filed on August
16, 2018.

CHAl RMAN LEVAR: If any party objects to that,
pl ease indicate to me. | amnot seeing any objection,
so the notion is granted.

MR. SNARR: Thank you.

Q (By M. Snarr) Have you prepared a sunmary of
your filed testinony?

A Yes.

Q Wul d you present that please?

A Yes. After review of the conpany's 2014

t hrough 2018 integrated resource plans or IRPs, the
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of fice has concluded that Dom nion Energy U ah, DEU, did

not utilize the planning process as intended to fully
docunent and anal yze its need for |iquefied natural gas
or LNG facility due to its clained service reliability
concerns.

| nstead, the regulatory record shows years of
t he conpany considering an LNG facility to address a
shifting rationale of need. The LNG facility was first
introduced in the 2014 IRP as a potential peak shaving
alternative to the existing aquifer storage facilities.
The 2015 IRP further evaluated the LNG for peak shaving
but determ ned that LNG was much nore costly and | ess
flexible than the aquifers. And the conpany stated that
t hey woul d not pursue the LNG facility at that tine.

Then the next year in 2016, in that IRP the
proposed LNG facility was proposed again for peak hour
-- as a solution to peak hour demand. The 2017 IRP
clainmed that LNG woul d be a | ong-termsolution for peak
hour demand but could also provide reliability benefits.

Most recently, in the current case that's
still open for the 2018 IRP, that |IRP states that the
LNG is not the best solution for peak hour demand, but
instead is needed only for supply reliability; or in
ot her words, needed as a backup supply in case of supply

shortfalls on a design peak day.
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1 It is appropriate to be skeptical of the

2 conpany's claimed need for an LNG facility in Iight of
3 the shifting rationalization. |In addition, in the IRP
4 years DEU has been considering an LNG facility, the

5 conpany did not provide sufficient information or

6 analyses as required by the I RP guidelines. Instead,

7 DEU sinply provided general descriptions of potential

8 uses for LNG in those filings.

9 | f DEU had presented relevant analysis in

10 those IRPs, it could have used that as evidence to

11 support the current request to construct an LNG

12 facility. Since the regulatory history does not support
13 the need for an LNG facility, the conm ssion nust rely
14 solely on the evidence provided in this case in this
15 docket, which the office's other w tnesses have

16 denonstrated is insufficient.

17 The | ack of relevant analyses in the | RPs

18 related to the proposed LNG facility suggests a | ack of
19 an orderly and advanced pl anni ng process. That
20 concludes ny summary.
21 MR SNARR: We offer M. Alex Ware for
22 cross-examnation or to respond to conm ssion questions.
23 CHAI RMAN LEVAR:  Thank you, M. Snarr.
24 M. Jetter, do you have any questions?
25 MR JETTER | have no questions. Thank you.
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CHAl RVAN LEVAR: M. Russel |l ?

MR RUSSELL: No questions. Thank you.

CHAI RMAN LEVAR M. Sabin or Ms. O ark?

M5. CLARK: No questions. Thank you.

CHAI RMAN LEVAR:  Comm ssi oner O ark?

COW SSI ONER CLARK:  No questions. Thank you.

CHAI RMAN LEVAR:  Commi ssi oner Wi te?

COW SSI ONER WHI TE:  No questions, thank you.

CHAl RMAN LEVAR:  And | don't have any ot hers.
So thank you for your testinony this afternoon,
M. Ware. Anything further fromthe office?

MR. SNARR:  Not hi ng further.

CHAI RVAN LEVAR:  Anyt hing further from any
party?

MR SABIN. W would like to have the
opportunity to have a closing statenment, if the
comm ssion is willing to consider that. W don't think
briefing is necessary, but because of the inportance of
this consideration and sonme of the matters that were
rai sed on intervenor testinony that we are not able to
address in cross-exam nation, we would | ove to sumari ze
t hose issues for the commssion, if you are -- if you
are interested and willing to have that happen.

CHAI RMAN LEVAR: So you are speak -- you are

tal ki ng about doing that this afternoon or right now?
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MR. SABIN. Wenever the conm ssion wants to

do that.

CHAl RMAN LEVAR: And you don't -- you are
ready to go?

MR SABIN. | amready to go.

CHAI RMAN LEVAR: Ckay. Anyone el se have a
position on this, whether you are interested in doing
such, whether you have a position on Dom nion's interest
t hensel ves in providing a closing statenent?

M. Jetter?

MR. JETTER | haven't prepared a cl osing
statenent, but | don't have an objection to doing so.

CHAl RVAN LEVAR: Ckay. Any other thoughts,
M. Snarr?

MR SNARR:. Always willing to participate.
|*'mnot sure what we're going to illumnate that wasn't
illumnated in cross-examnation. |If it didn't get
covered in cross-exam nation, then | think we're really
reaching and stretching for things that go well beyond
the heart of the record here. Happy to participate in
what ever you deci de to do.

CHAI RMAN LEVAR  Ckay. Thank you, M. Snarr.
Any other -- any additional thoughts, M. Russell?

MR, RUSSELL: UAE doesn't object, although we

don't have a closing statement here and probably won't
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participate in it, unless sonething gets said that was

not said during testinmony. | know M. Dodge isn't here,
and he was the one here representing Magnum and | don't
know whet her they woul d have an interest. | suppose |
could try to conmmunicate with himif the commssion is
interested in hearing from Magnum on that.

CHAI RMAN LEVAR:  Yeah. | amnot -- I'mtrying
to think about the best way to go forward. W -- |
mean, generally we are not inclined to deny any party's
desire to provide statenents at the end, and al ways
subject to objection if another party feels Iike
sonething isn't appropriate for a closing statenent.

If we're going to just go ahead and nove ahead
with those now, I'mnot sure the best way to handl e
Magnum because | don't think M. Dodge woul d be
available in the tinme frane we're tal king about, and
that sinply may just be a consequence of tim ng.

MR, RUSSELL: Sure.

CHAI RMAN LEVAR.  So | guess |I'll say, feel
free to try to communi cate however you wi sh, but | think
we' re probably inclined to go ahead and nove forward.

MR RUSSELL: Under st ood.

CHAl RMAN LEVAR: | did have a question |
wanted to pose to the counsel. It's a mnor, ancillary

question to this, but | was going to get counsel's
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2 the question, and maybe it's not worth addressing.

3 But in sone of the testinony there was

4 discussion of an ancillary benefit related to serving

5 renote comunities. There's been legislation this year,

6 but there has not yet been any conm ssion action or

7 actions interpreting or inplenenting that statutory

8 change.

9 So it seens to nme our consideration could run
10 the ganmut of, we haven't |ooked at that issue yet; it's
11 not relevant to this proceeding; to the possibility that
12 dollars not spent on this LNG facility could just be
13 spent on pipe to renpte comunities.

14 Do we have enough to even consider that as

15 part of this docket? So if any of the counsel have any
16 interest in addressing that issue, | am asking the

17 question and not necessarily expecting answers. |

18 apologize if that's throwing an issue out there in the
19 last mnute. But anyone who wants to address that, feel
20 free to do so.

21 And | think with that, do you want to start
22 with a closing statenent?

23 MR SABIN. Do you want ne to address that

24  first or do you want to have that discussion first? O
25 do you want ne to put it in part of the closing
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2 CHAI RMAN LEVAR: |I'mthrowi ng that out as an
3 invitation nore than a request.

4 MR. SABIN.  Ckay.

5 CHAI RMAN LEVAR: | don't know it really makes
6 any difference.

7 MR SABIN. | love invitations. That's okay.
8 Well, let nme just spend a couple of -- | don't think

9 that will -- 1 hadn't given thought to that specific

10 question, I'll confess.

11 But | do think that the statute that we're

12 dealing with in this proceeding under -- and I am

13 looking at 54-17-402, 3, Romanette 6. And the reason |
14 amlooking at that is, this proceeding allows the

15 commission -- it gives you sone degree of discretion.

16 And it says you're able to consider other

17 factors determ ned by the conm ssion to be relevant. So
18 | think the decision about whether you take into account
19 that factor or not is left up to you to determ ne

20 whether you think it's yet relevant or not because of

21 | egi sl ation or otherw se.

22 | think fromthe conpany's perspective, the
23 point the conpany is nmaking is just that there are

24 ancillary benefits that we can foresee at this point,

25 irrespective of the existence of |egislation, and that
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those ancillary benefits would -- that there's

flexibility inthis facility that woul d all ow t hose
ancillary benefits to be pursued if the conmm ssion
determ ned that that was an appropriate way to address
t he gas needs of these kind of satellite conmunities.

So |, |I guess, M. Chair, all | wuld say to
your question is -- or invitationis, |I think it's left
to you to determne whether it's relevant. W certainly
think it's relevant. That's why we had a w tness
testify about it. That's why we presented it in the
techni cal conference and tal ked about the costs of
serving those comunities through pipe.

And you will recall that in the IRP -- or not
the IRP, in the technical conference slide, there was a
slide that conpared the cost of sending pipe to those
conmuni ties versus having them be served until econonics
justify it by -- with an LNG resource. So that's all |
woul d say on that point.

CHAl RMAN LEVAR: Ckay. Thank you and before
we go to closing statements, let nme just turn to ny
col | eagues here. Any other comments before we nove into
closing statenents, Conm ssioner C ark?

COW SSI ONER CLARK:  Not from ne.

CHAl RMAN LEVAR:  Commi ssi oner Wi te?

COMWM SSI ONER WHI TE:  No comments. Thank you.
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1 CHAl RMAN LEVAR: Ckay. M. Sabin. rage s
2 MR SABIN. Well, | would make just a few

3 points, and the reason | think we're interested in this
4 is | -- sonetines we get so buried in the weeds of these
5 matters that we forget what we're really | ooking at.

6 And | wanted to focus on sone of the bigger issues that
7 | think are worthy of your consideration. And you know,
8 | always feel bad when | see the anmount of material that
9 is submtted for your consideration, know ng that this
10 is one of a nunber of many dockets on your schedul e.

11 But first | think there really isn't any

12 question about the need here. You have heard from --

13 you have heard from several expert w tnesses brought in
14  who, both M. Paskett, M. Neale, that they agree that
15 this kind of reliability solution is appropriate, that
16 it's needed, that having reviewed the historical

17 circunstances that the conpany has highlighted inits

18 testinmony and the risk that's associated with getting it
19 wong, they have agreed that there is a need here.

20 And the conpany certainly takes that position,
21 took it in its testinony. Having done its own internal
22 experts analysis, it's determned that it feels that

23 there is a need here, and that without it, it's exposed,
24 that there is vulnerabilities in its system that the

25 hundred percent reliance on third party contract sources
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is, while helpful and necessary for many purposes,

| eaves it exposed froma reliability perspective to sone
of the risks we have highlighted.

So | don't think that that's a real question.
| know there's sone people who wll disagree with ne on
that, but | just don't see any evidence. And you have
heard from some very smart people here who have all said
there is a need.

So the second point | want to nmake is, | think
then if there is a need, then the statute's question to
you and to us is to -- is to denonstrate whether the
conpany's decision to select an LNG facility is --
whet her that's in the public interest. And you are
given a nunber of factors to consider including that
catch-all category to say, other factors you determ ne
to be rel evant.

And | just want to talk about a few -- those
factors briefly. The first factor that we have tal ked
to you about today is reliability, and again, | don't
think it's been seriously contested by anybody that the
LNG facility is by and away the nost reliable solution.
It's not subject to the sane risks. Everyone agrees
that it's, being on system I|ocated where it woul d be,
woul d provide the kind of reliability solution the

conpany is after.
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It's not subject to third party contracts.

It's not subject to other customer needs. |In fact, it
woul d be dedicated to the residents of Utah, and in
particul ar those residents whose gas reliability would
be inpacted in the event of a -- of a, you know, natural
di saster or slide or freeze-off or any of these things
we have tal ked about. | just don't think there is any
gquestion that we're tal king about the best reliability
solution that is on the table.

And why is that inportant? Because | think
you need to judge the application in the context of the
purpose that's attenpted to be -- the purpose that's
bei ng served here, that the conpany is trying to serve.
And that purpose here is, we're |looking for a
reliability solution. W're not |ooking for gas supply
inlarge terms. W're looking at a reliability
sol ution.

So when we think about what factors are nost
i mportant here, | would submt that reliability either
is at the very top or very close to the top because when
you are looking at a reliability solution, you are
obviously placing a | ot of enphasis on the one that
gives you the nost reliability. And | don't think
that's seriously contested here.

| think the next issue that's in the statute
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1 is, deals with risk. | think it's been nade cIeaIrDage 7
2 through testinony that it's not LNG -- the LNG facility
3 would not be subject to the sane risks. It

4  fundanentally concerns ne to think that if you have a

5 hundred percent of your supply comng from various

6 sources that are all kind of in this area where there's

7 freeze-offs and gas supply problens, that we ought to

8 double down and use that as a reliability resource.

9 That's essentially saying, we acknow edge t hat
10 there are these risks that we are currently experiencing
11 on these very resources and that for reliability, we
12 wll then ook to those resources as our reliability
13 solution. That seens to ne to be flawed thinking.

14 And |, had ny client said to ne that that's
15 what they wanted to do, | would have said, well, help ne
16 understand how that hel ps your reliability. You are
17 just getting nore gas fromthe sane straw. You know,
18 you have got a finite anount you can push through that,
19 and if there's a disruption, having nore resource

20 upstreamis not really going to solve the problem

21 What we have tal ked about here are the other
22 solutions the conpany considered. They are exposed to
23 other contract -- to contract limtations. They are
24  subject to control and other custoner interference or
25 custoner need. They are subject to force mgjeure
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probl ens, including freeze-offs and | andsli des and

eart hquakes and fires.

And we have just had a fire recently that, you
know, kept our people up for many hours trying to figure
out how to nmake sure a gas -- you know, people of Neph
ran out of -- they didn't have gas. Well, that's a
situation we don't want to find ourselves in.

You know, those sources are not dedicated to
the residents of Uah. They are dedicated only to the
extent of a contract. And they are dedicated only to
the extent of a contract with exclusions in a contract.

Then when we tal k about the next factor,
cost -- | guess | should say, so froma risk standpoint,
| just haven't heard anybody say anything other than the
| east risky option is LNG It doesn't present the kind
of -- nobody is saying there is no risk. But | think
what you are hearing is, it presents a conpletely
different portfolio of risks and far |ess of those risks
t han ot her sources do.

The next factor relative to cost is, and we've
-- the conpany has been very up-front inits filings
about the costs associated with each of the options.
It's included -- | don't knowif it's 40, or 30, 40 page
anal ysis of the different options. And included in that

are the costs.
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That's been suppl enented throughout this

proceedi ng, and others have submitted testinony about
the costs of other options. That information is before
you, and nobody is suggesting that the costs will change
or that there is sone difference that we need to be

t hi nki ng about in the future that you -- isn't before
you.

The conpany has denonstrated that while it's
not the cheapest conclusion, it is the best, |east cost
solution for the problem And again we focus on the
probl em

| lastly want to just deal with this question
of an RFP because | think it's domnated a |ot of the
di scussion and a |ot of the questions, and |I don't think
that's inappropriate. | think that's fine. And | --
but I think we need to clarify what was done here. \What
does an RFP do?

VWll, it's clear fromthis proceeding that an
RFP is -- what that nmeans is in the eye of the behol der
alittle bit. Could the conpany have sent out an RFP
and said, "W'd like to send in an RFP for, you know,
on-system LNG solutions.” And we -- | suspect we would
have been here, and everybody woul d have said, "Well,
that's far too narrow "

So what did the conpany elect to do? The
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conpany elected to do an all-hands-on-deck, we're going

to |l ook at every single option that's within the
reasonabl e thi nking of the conpany. And who were we
tal king about? W are tal king about gas supply at
Dom ni on Energy U ah. These people do this every day.
They know who they -- to talk to. They know who

provi des gas supply sol utions because they deal with
that all the tine.

So they cast this wide net, and |, personally
think that it's -- to me that seens |ike that the
justification for doing that is to cone in and be able
to say to you, we didn't overly narrow the analysis. W
kept it deliberately broad. Wy? Because then we could
conme in and say to you, "Here are the 15 or 20 options
that realistically could be pursued.”

And sonme of themare easy to reject out of
hand, but you have before you the testinony of the
conpany with a substantial anobunt of paper show ng the
procedures they went through, the factors they
consi dered on every one of these, and it's an extensive
anal ysis that assessed all the options.

Significantly, no party -- and you have heard
us ask the question of every witness. No party has been
able to identify any option that wasn't consi dered.

None. Now, that to ne is a renarkabl e outcone because
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1 vyou would say, "Well, the reason we do an RFP is, there
2 mght be somebody out there who has a solution.”

3 Nobody's conme forward. Nobody's intervened.

4  Qur people haven't been able to identify anybody, and so
5 you say to yourself, if | amgoing to send an RFP out,

6 aren't | just going to be sending it to the same people
7 who have come before you and put information before you?
8 The conpany submts that the eval uation

9 process it undertook was conprehensive, that it |ooked
10 at every one of the factors in the statute, together

11 wth a whole bunch of other factors that we have

12 communicated to you in this proceeding. The conpany

13 then ran it through a decision matrix, which has been

14 submtted to you as part of the filings in this case.

15 | submit that a public utility that goes

16 through this process, that has its own expertise and

17 that essentially is unrefuted that there is additional
18 options that are out there that it didn't consider, that
19 it ought to be able to nmake these kinds of
20 reconmendat i ons and deci si ons based upon those factors
21 that it deens to be nost inportant. And it has done
22 that and submtted to you a reconmendati on
23 A lot of discussion has been brought up about
24 Magnum whet her Magnum was fairly included in the
25 process or whether it got adequate information. Here is
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the point | wanted to nake on cross with regard to that.

If you read Ms. Faust's testinmony, or you read the
remai ni ng testinmony of the conpany, what you will find
in there is that the conpany spent two years talking
wi th these people.

They sent engineers down there. M. Hol der
admtted that there were, quote, numerous discussions
with the conpany. And we're led to believe that if you
had sone sort of nore tailored RFP, that that process
woul d be vastly different. Well, let's really think
about it. Wuld it be different, or would we just be
com ng back to you saying the same things?

What woul d be different? Magnums facility
woul d still be located where it's located. It would
still have to connect up to the conpany's system using
an 80 to a 100 at least mle pipeline. You are still
going to have the contract risks that you have with
every third party resource. That's not going to change.

| can't imagine that Magnumw ||l conme in here
and say to you, "W will waive all force najeure
exclusions in our contract," particularly where they
filed -- where they are going to have a FERC tariff,
just like every other third party provider does.

We're not to change the delivery lo -- | nean

we vetted three different delivery locations with them
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1 W vetted -- we asked for engineering papers and g?%%'?45
2 receive it. W asked for cost information, and we

3 didn't receive it. W asked for information to do the

4 due diligence to figure out if it's a viable entity.

5 And you read in our testinony that there is

6 sonme question by the conpany about the viability of this
7 project. It's been approved in 2011, and here we are in
8 2018, and there's no natural gas resource com ng out of
9 that facility. Wwy? | don't know But | know that

10 that causes ne great concern, and | think it's fair for
11 the conpany to think about that.

12 So what will change if you go and you have a
13 new process? Well, what will change is, you will delay
14  the process by a significant anpbunt of tine, when the

15 conmpany has already invested this anmount of time to get
16 to this point. And what you will do is, you will have
17 the parties submtting to you another round of testinony
18 or two rounds of testinmony that | suspect will | ook very
19 nmuch like it does here because many of the points that
20 are being nade will be identical.
21 What we're looking for is areliability
22 solution that provides instantaneous gas to the demand
23 center of the system That's never changed and was
24  discussed in detail wth Magnum The suggestion that
25 they didn't know that we were looking for a reliability
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solution, even in and of itself, a reliability solution,

tonme is pretty remarkable, given the nunber of
di scussions that went back and forth. It was absolutely
di scussed.

So where does that |eave us? Well, | think
t he decision before this conm ssion should be, taken as
a whol e, what the conpany has done here, is it adequate
to provide the kind of information you would get in an
RFP if you could do one? | frankly don't know how you
woul d structure an RFP in this circunstance.

RFPs -- and | amw th Comm ssioner VWite. |
see them nost often in the power side of things, and you
usual ly see them where you are dealing with a very
comodi tized situation or you are dealing with a
uniformty in the options that can be provided. You
don't often see themin circunstances where you are
putting up -- you are asking for solutions. That just
doesn't seemto lend itself very well for -- in part
because how do you conpare the cost, non-cost attributes
in an RFP? How do you assess those? Kind of
i nformation you get.

What you have here is, the conpany went and
did a robust process where they dug as deep as they
possibly could with every option. In sonme cases, |ike

Magnum where they don't want to disclose sonme
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i nformation, dipping can only go so deep because they

don't want to disclose it. And but the conpany did
everything within its power to do what it can.

In closing, | just want you to know, we submt
that this process, we think, has been very extensive.
Peopl e have had nore than adequate tine to consider the
conpany's filings and the options. [It's been discussed
since June of 2017 at least with regulators. And the
conpany's been doing everything within its power to
figure out the right solution.

And we submt that we not only net the burden
but that the factors that are in the statute wei gh
heavily in favor of an LNG facility. Wth that, [|"]
concl ude unl ess there are any questi ons.

CHAI RMAN LEVAR:  Conmi ssi oner Clark, any
questions?

COW SSI ONER CLARK:  No questions. Thank you.

CHAl RVAN LEVAR:  Conmi ssi oner \Wite?

COW SSI ONER WHI TE:  No questions. Thank you.

CHAI RMAN LEVAR: | don't think | have any
either, so thank you, M. Sabin. M. Jetter?

MR JETTER  Thank you. | think the thenme of
the division's position in this case and what it has
been throughout is sinply the reality that there's a | ot

of things we don't know. And it's the conpany's burden
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when seeking, particularly in this case, preapproval of

costs for a major resource to answer a | ot of these
questi ons.

And the first is the RFP. The reality is the
conpany has essentially represented that it apparently
knows everybody who m ght participate and has al ready
di scussed it with them which clearly is inconsistent
withits owmn witness's testinony. For exanple,

Ms. Faust has testified that she receives e-mails from
solicitations wanting to be involved or asking questions
about a potential LNG facility.

W don't know what those are. W don't know
if those conpanies would participate in an RFP were it
issued. We sinply don't know if there are other outside
parties that we don't know about.

Presumably, these RFP are published in sone
type of industry publication where these people would
| earn about them | think the claimthat only those who
we know of and will direct an RFP paperwork to woul d be
the only people who m ght respond, | don't know that
that's accurate.

In addition, we don't know of those who may
have seen the initial RFPs and did not respond who m ght
respond to the new proposal, which seens to be

substantially different fromwhat the two early RFPs
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i ncl uded.

I nportantly to that respect, the conpany has
testified that some of the critical requirements are on
system and conpany owned and controlled. And if those
are the requirenents, then the conpany's probably right.
There's no point in doing anything further. There's
only one entity that can come up with a conpetitive bid
for its own RFP that requires that it essentially owns
t he project.

It mght do an RFP for the construction of it,
but outside of that, that's the only option. And if we
accept that as a requirenment, | think we are sort of
throw ng the | east reasonabl e cost requirenment out the
wi ndow because, as you heard the conpany's w tnesses
testify, even if it were free, they nmay not accept it.

How that factors into a | east reasonabl e cost,
" mnot sure. But fromour position, a free resource
t hat woul d sol ve 99 percent of this problemwould sure
|l ook a lot better than -- in a cost versus reliability
wei ghting, that would | ook better than a hundred percent
of the LNG s reliability at 200 plus mllion dollars.

| think there's been sone description of an
LNG facility as being substantially better in a risk
anal ysis than alternative options, and | think that

needs to be put in alittle bit better perspective here.
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On a design peak day the conpany is relying on sonewhere

in the range of 800,000 decat herns of spot purchases,
meaning | believe in that exhibit that's one year under
contracts. And that's providing in the range of 60
percent of all of the gas flow on that day.

An LNG facility can solve a little bit of a
bubble in the supply shortfall. It certainly is not on
the scale that it would continue to provide adequate
pressures in sonmething like a major supply failure from
a pipeline rupture, for exanple.

| think we have heard testinony that Kern
River's pipeline, if it were entirely severed, would not
be able to be made up by the LNG facility. So we're not
getting anywhere close to zero risk. | think what we're
doing is, we're reducing risk fromsone |evel to sone
| oner |evel at a cost.

And doing it fromthat perspective, other
projects that may offer risk reduction at a | ower cost
m ght be a better balance. The problemis, again, that
we don't know what those are because we haven't had an
RFP that woul d take bids on an appl es-to-apples basis to
see what ot her types of projects mght be conparable in
out put and conparable in risk nmanagenent.

And just to give an easy exanple of this, if

you had a project that could provide ten days instead of
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eight, | don't know what the probabilities of going into

the ninth day of a shortfall of 150 decatherms is. But
that may be a greater probability than a freeze-off at a
wel | head for an underground storage facility, for
exanpl e.

| don't know how to conpare those
probabilities. | don't think we have testinony on it.
We don't have anything in front of us to conpare those
two. And I think you have also heard testinmony fromthe
division's owm wtnesses that the LNG facility, as far
as the engineering of it, appears to be a reasonable
facility in terms of, it should be able to provide the
capacity that it is suggested by the conpany.

| don't think the division would suggest that
LNG facilities are bad or should not be on systens
generally. | think it's the process that we've gone
through to get here that's troubling to us. And in
order to nmeet all of the requirements of evaluating risk
and reliability and financial inpacts, we really need
sonething |ike an RFP that would all ow bidders to
conpare and conpete on an equal playing field so we can
conpare what else is available in the narket.

| think that concludes ny closing statenent.
| f you have questions, |I'm happy to answer them

CHAl RMAN LEVAR:  Thank you, M. Jetter.
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Conmi ssi oner Wite, any questions?

COW SSI ONER WHI TE:  No questions. Thank you.

CHAI RMAN LEVAR:  Conmi ssi oner C ark?

COW SSI ONER CLARK:  No questions, thanks.

CHAI RMAN LEVAR: | do not either. Thank you
for your statement. M. Snarr, do you want to add
anyt hi ng?

MR. SNARR: Be happy to provide our closing
statement right now

CHAI RVAN LEVAR:  Sure.

MR SNARR: O ficer of Consuner Services
recommends that the comm ssion deny the conpany's
request for approval of its decision to construct a
liquid natural gas or LNG facility. As required by the
Ut ah Energy Resource Procurenment Act, the conpany has
not met its burden of proof in denonstrating that such a
facility wll result in reasonable cost -- the | owest
reasonabl e cost resource for retail customers or result
in the resource with the best |long-termand short-term
impacts and risk and reliability.

The conpany has been in search of a problemto
justify its proposed LNG facility. In connection with
that, the conpany has really not adequately defined or
docunented its recent clains of supply reliability. The

only outages that have occurred have been related to
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situations where there's been m nor equi pnent failures

and are not gas supply related. The conpany has
admtted that for those five different outages, the LNG
facility that was proposed woul d not have cured those

si tuati ons.

Wi | e cocounsel suggested there's a | ot of
things we don't know, |I'd like to focus on the things
that we do know. Wth respect to supply shortfalls,
there's been a docunent presented in this proceeding
that indicates for a period of seven years there's been
95 different instances of possible shortfall.

And none of those resulted in outages. Those
shortfalls were all resolved with the different
connections and opportunities for the conpany to use
sonme of its diverse and redundant facilities.

And that didn't even include an anal ysis of
what was occurring on the other pipeline that supplies
the distribution system Kern River. That particular
slide really focused on just the instances of issues and
probl ens that have occurred with Questar Pipeline.

That evidence is really insufficient to show
that there is a gas supply reliability issue that needs
to be solved. Wthout better understanding the
frequenci es, magnitudes and causes of -- or renedies of

possi bl e supply shortfalls, we're really scranbling to
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1 try to figure out what the solutions m ght be.

2 And it may not be the 150,000 LNG facility

3 that's online with certain deliverability for eight

4 days. That just is a solution |ooking for

5 justification.

6 Let me recount sone of the additional

7 i nformati on about the supply shortfalls here. There's
8 never been outages al ong the Wasatch Front. All those
9 possi bl e shortfalls or threats have been resolved. The
10 evidence presented doesn't prove a rel ationship between
11 shortfalls and cold weather. To put it another way,

12 Dom ni on has never net a shortfall it didn't Iike or

13 couldn't solve.

14 Al so, the last design day to occur on the

15 Dom ni on system occurred 55 years ago. They have done
16 an admrable job of setting up the design day criteria,
17 but wwth that criteria, Domnion has mnimzed its gas
18 supply risks, and through its own desi gn day planning
19 and through the use of its various upstream supply
20 alternatives, it's been able to respond and resol ve any
21 threats to their system
22 The conpany also is uniquely situated with
23 five mpjor city gates connected to the Questar Pipeline
24 and two additional interconnections that serve the
25 Wasatch Front fromKern River. It has plans to add
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anot her interconnection at Rose Park with Kern River.

It could also upgrade its own facilities tied
to Kern River at Eagle Mountain and Saratoga to better
provi de redundancy and pressure support to its own
system and own high pressure feeder system It could
al so address issues along the Wasatch Front with an
addi ti onal interconnect at Ruby pipeline.

The conpany's sources of natural gas conme from
a very large geographic area, interconnected system an
i nterconnected system which offers many alternatives to
provi de gas supply and ensure reliability. There are
numerous wells that are accessed, too many to count or
to docunent here, accessing supply basins in fields that
are strewn all around the Rocky Mountains and
opportunities through that gas supply network to even
spread the diversity of supply to further reaches and
ot her | ocati ons.

Even processing plants are nunerous and
provide a certain diversity and redundancy of gas supply
upstream facilities.

The conpany has not really thoroughly anal yzed
t hrough evidence what it could do to respond to
shortfall situations through the use of this extensive
network of upstreamfacilities. It's in a very

different situation when it has seven current pipeline
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i nterconnections that could easily be expanded to

include a total of 11 if you | ook at Rose Park and Ruby
connection and upgradi ng Eagl e nountain and Sar at oga.

That puts this particular LDCin a very
different position than the situation that Sout hwest Gas
was in when it incurred its problens in Tucson.

Constructing an LNG facility for the sole
pur pose of providing backup supply for design day peak
demand is inconsistent with observed natural gas
practices. They are not talking about putting the LNG
facility in the supply stack, but nerely holding it over
here in case sonething doesn't show up fromthe supply
stack that they carefully planned for to neet their
desi gn day needs.

In light of the state of the record and the
evidence in this case, we feel that they have failed to
neet their burden of proof to denonstrate that the LNG
facility is necessary, and that there has been a history
of working through the challenges of gas supply
shortfall that are -- that denonstrates they have the
ability to secure their system secure gas supply, and
not unduly threaten the service that they provide to the
public. And we would submt it on that basis.

CHAI RMAN LEVAR:  Thank you, M. Snarr

Commi ssi oner O ark, do you have any questions?
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MR JETTER  No questions.

CHAI RMAN LEVAR:  Conmi ssi oner Wi te?
COW SSI ONER WHI TE:  No questions. Thank you.

CHAI RVMAN LEVAR: | don't either. Thank you
for your statement. M. Russell, did you want to add
anyt hi ng?

MR RUSSELL: Not hing on behalf of UAE. Thank
you.

CHAI RMAN LEVAR: Ckay. As the applicant, |
think it's probably appropriate if you want to provide a
few nore brief comments before we close.

MR SABIN. Can | have one nonent?

CHAI RVAN LEVAR:  It's not required though.
You don't have to.

MR SABIN. | think we're fine to submt on
that basis. | think we nade the points we wanted to
make.

CHAl RMAN LEVAR: Ckay. Thank you. Any
further matters fromany party?

MR. SABIN. None from us.

CHAI RMAN LEVAR. Ckay. We will| take the
matter under advisenent and issue a witten order, and
we' re adj ourned. Thank you.

(The hearing concluded at 3:50 p.m)

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



http://www.litigationservices.com

HEARI NG VOLUME Il - 10/02/2018

o o~ W

\l

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

Page 458
CERTI FI CATE

STATE OF UTAH )
COUNTY OF SALT LAKE )

TH S IS TO CERTIFY that the foregoi ng proceedi ngs
were taken before nme, Teri Hansen Cronenwett, Certified
Real ti me Reporter, Registered Merit Reporter and Notary
Public in and for the State of Ut ah.

That the proceedings were reported by ne in
Stenotype, and thereafter transcribed by conputer under
my supervision, and that a full, true, and correct
transcription is set forth in the foregoi ng pages,

Vol ume 2, nunbered 300 through 457 inclusive.

| further certify that I amnot of kin or otherw se
associated with any of the parties to said cause of
action, and that | amnot interested in the event
t her eof .

W TNESS MY HAND and official seal at Salt Lake

City, Uah, this 8th day of Cctober, 2018.

{2ZE£L{/f?%L¢u44¢\/(1¢CWL@ﬂJiR;¢%\
Teri Hansen Cronenwett, CRR RMR
Li cense No. 91-109812-7801

My conm ssi on expires:
January 19, 2019
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 1   October 2, 2018                              9:02 a.m.

 2                     P R O C E E D I N G S

 3             CHAIRMAN LEVAR:  Okay.  Good morning.  We're

 4   here for the second day of the Public Service Commission

 5   hearing in Docket 18-57-3, Request of Dominion Energy

 6   Utah for Approval of a Voluntary Resource Decision to

 7   Construct an LNG facility.

 8             And we will continue with any redirect from

 9   the Office of Consumer Services of their witness

10   Mr. Mierzwa.  You are still under oath from yesterday.

11   So Mr. Snarr.

12                        JEROME MIERZWA,

13   was recalled as a witness, and having been previously

14   duly sworn to tell the truth, testified as follows:

15                     REDIRECT EXAMINATION

16   BY MR. SNARR:

17        Q.   Thank you.  Mr. Mierzwa, yesterday you had

18   some discussions with counsel for Dominion about gas

19   supplies, and we were talking about on-system supplies

20   and off-system supplies.  What is your understanding

21   about the gas supplies that are accessed by Dominion to

22   serve their, their needs?  Where are they located?

23        A.   They are all located off system additionally.

24        Q.   Okay.  Thank you.  Let me refer you now to the

25   tech conference presentation.  I believe that was
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 1   presented yesterday as Dominion Exhibit No. 12.  Do you

 2   have a copy of that in front of you, Mr. Mierzwa?  I'm

 3   not sure if that has 12 on it.

 4        A.   Yes, it does.

 5        Q.   Okay.  And I'd like you to turn to page 12 of

 6   that presentation.  Do you have that in front of you?

 7        A.   I do.

 8        Q.   With respect to slide 12, is -- what is your

 9   understanding of what is portrayed there in that graph?

10        A.   This graph shows the company's sources of gas

11   supply that they would be using on a design day.  It's

12   sometimes, I guess, been referred to as a supply stack.

13        Q.   And this specifically is labeled 2018, 2019

14   sources for peak day.  Is that correct?

15        A.   That's correct.

16        Q.   Now, you have reviewed the testimony in this

17   proceeding and are aware of the proposal to build and

18   have an LNG facility available.  What's your

19   understanding about the use of that LNG facility as it

20   relates to gas supplies in this peak day supply stack?

21        A.   The LNG facility would not be included in the

22   supply stack.  It would be a backup source of supply.

23        Q.   And that's notwithstanding peak shaving or gas

24   reliability or whatever labels you put on it?

25        A.   I'm sorry.  I didn't --

0302

 1        Q.   Never mind.  I'll withdraw that question.

 2   Focusing right now on spot gas, peaking purchases and

 3   base load purchases, did you participate in discovery

 4   efforts on behalf of the Office of Consumer Services to

 5   find out more about the sources of these purchased gas

 6   supplies?

 7        A.   Yes, I did.

 8        Q.   And I'd like to now direct you to exhibits

 9   that were attached to your direct testimony.  And I

10   think there is several that are part of what is

11   denominated Exhibit No. 2.1, but specifically I'd like

12   to direct your attention in that package of materials to

13   an item labeled OCS data request.  Well, it's a response

14   to OCS data request No. 2.02.  Do you have that in front

15   of you?

16        A.   Yes, I do.

17        Q.   And what does it say in that response from the

18   company as it relates to the sources of gas that are

19   purchased by the company?

20        A.   It says that -- well, the question asks for

21   provide a monthly summary or estimate for the winter of

22   2018, 2019, identifying the quantity of gas purchased by

23   the company that flowed through a processing facility.

24   And the answer is partially conf -- part of the answer

25   is confidential, but that part that isn't says, "The
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 1   company does not know where gas comes from prior to the

 2   point of purchase from a plant."

 3        Q.   It also indicates that if it's purchased at

 4   the outlet of a plant, it can be assumed that it was

 5   processed there, right?

 6        A.   Yes.  It says that, yes.

 7        Q.   Now, referring to the confidential attachment,

 8   and I don't believe my questions will need to close the

 9   hearing, have you reviewed the various different points

10   of purchase?  How many -- approximately how many

11   different places do they purchase gas from that come

12   into the Questar pipeline?

13        A.   It looks like about two dozen.

14        Q.   Okay.  And there's a number of those locations

15   of purchase that reflect that it's being purchased at

16   the outlet of a plant; is that correct?

17        A.   Correct.

18        Q.   Rough estimate, how many plants are listed

19   there?

20        A.   I -- on this list I see four or five.

21        Q.   Okay.  Thank you.  Now, turning to an exhibit

22   that we presented yesterday as OCS Hearing Cross Exhibit

23   No. 6 we submitted into evidence yesterday, this asks

24   similar questions related to the Wexpro cost of service

25   gas.  Do you have that document in front of you?
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 1        A.   Yes, I do.

 2        Q.   And could you -- does this list the various

 3   different fields where Wexpro gas comes from?

 4        A.   Yes, it does.

 5        Q.   And in item sub B, does it list the different

 6   plants that are used?

 7        A.   Yes, it does.

 8        Q.   And in item C it lists some pipelines that are

 9   relied upon in bringing that Wexpro gas to Questar;

10   isn't that right?

11        A.   Yes, it does.

12        Q.   Was there a simple question that was asked

13   about the other pipelines that support the delivery of

14   gas supplies to Questar Pipeline?

15        A.   Yes, there was.  It was question OCS 2.06.

16        Q.   And that's part of your initial Exhibit No.

17   2.1; isn't that right?

18        A.   That's correct.

19        Q.   Now, let's review that for just a minute.

20   That shows both -- it shows the direction of flow; isn't

21   that correct?

22        A.   Yes, it does.

23        Q.   What are the pipelines listed here that

24   indicate that DEQP is receiving gas supplies from the

25   listed pipeline?
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 1        A.   It lists DEQ -- DEQP is receiving gas from

 2   Colorado Interstate Gas Company, Dominion Energy

 3   Overthrust, obviously Kern River, Southern Star Central

 4   Gas pipeline, and White River Hub.

 5        Q.   And what about Northwest pipeline?

 6        A.   I'm sorry.  And Northwest pipeline.

 7        Q.   Okay.  So gas supplies can be received from

 8   any of these pipelines presumably in support of the

 9   purchases being made and delivered into Questar

10   Pipeline; isn't that right?

11        A.   That's what the response says, yes.

12        Q.   Okay.  Now I'd like you to refer to Exhibit

13   2.02.  This was discussed yesterday by Mr. Pratt, but

14   it's the map that shows kind of a simplified version of

15   the Questar Pipeline.  Do you have that in front of you?

16        A.   Yes, I do.

17             MR. SABIN:  Sorry.  What was that again,

18   Counsel?

19             MR. SNARR:  It's -- it's the map exhibit that

20   is part of Dominion's Exhibit 2.02 and was discussed

21   yesterday as part of what was presented here on the

22   screen.

23        Q.   (By Mr. Snarr) Looking at that map, can you

24   just -- it does show principal producing basins there in

25   gray; is that correct?

0306

 1        A.   Yes, it does.

 2        Q.   Could you just list those for us so that we

 3   understand all the producing basins that are

 4   interconnected and supplying gas?

 5        A.   On this map it shows the Green River, Skull

 6   Creek, Sand Wash, Piceance, Paradox, and Overthrust.

 7        Q.   And you missed Uintah there, didn't you?

 8        A.   I'm sorry.  And Uintah.

 9        Q.   And just for clarification, it's probably a

10   secret only known to those who play in the arena here.

11   It's the Piceance Basin in Colorado.

12             Now, as you have looked at this system,

13   what -- this map, what is the light blue line there as

14   far as this map is portraying?

15        A.   It shows Northwest Pipeline.

16        Q.   It shows Northwest Pipeline extending north

17   going up past Overthrust, and it also shows it going

18   south past Monticello; is that correct?

19        A.   That's correct.

20        Q.   Have you had a chance to look at a map related

21   to Northwest Pipeline to see the extent of possible

22   other supply basins that might be reached by Northwest?

23        A.   Yes.

24        Q.   And would it be fair to say that they can

25   access gas supplies in the San Juan basin?
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 1        A.   Yes.

 2        Q.   And isn't it also true that Northwest accesses

 3   gas supplies coming in from Canada?

 4        A.   Yes, it does.

 5        Q.   And so what are the benefits of gas supply

 6   diversity as you see it?

 7        A.   Well, if there's something affecting one area

 8   where there's a gas supply disruption, if you are

 9   diversified, it doesn't -- the impact is reduced and

10   there's other alternatives you can rely on.

11        Q.   And do those same principles of diversity

12   apply to possible plant usage and plant outages?

13        A.   Yes.

14             MR. SNARR:  Okay.  I have no further

15   questions.

16             CHAIRMAN LEVAR:  Okay.  Thank you.  Any

17   recross?

18             MR. SABIN:  Just a couple of questions.

19                      RECROSS-EXAMINATION

20   BY MR. SABIN:

21        Q.   Mr. Mierzwa, if you would look at slide 12

22   with me for a moment on the Exhibit, DEU Exhibit 12, the

23   technical conference slide deck.

24        A.   You say supply deck?

25        Q.   This, this document here.
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 1        A.   All right.

 2        Q.   On a very cold or even a peak demand, a design

 3   peak day, you wouldn't expect there to be a lot of

 4   flexibility in the market on spot purchases, would you?

 5   There wouldn't be a lot of availability, right, because

 6   everybody's wanting to get gas?

 7        A.   I think the market would ration itself out at

 8   price.

 9        Q.   Assuming there was supply, right?

10        A.   I have never seen -- I have never run across

11   an instance where somebody couldn't get gas if they are

12   willing to pay the price.

13        Q.   Well, it happened down in 2011, didn't it, in

14   Southwest Gas?

15        A.   Southwest Gas.  That's --

16        Q.   No matter how much spot purchase was available

17   on other pipelines, they couldn't get it because there

18   just wasn't availability in the area they were on,

19   right?

20        A.   They were connected to one pipeline, and the

21   pipeline failed.

22        Q.   So is it -- it would be a risky assumption at

23   the least to rely on the availability of spot purchases

24   in the event of a design peak day.  Wouldn't you agree

25   with that?
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 1        A.   Well, the company looks like it's relying on

 2   50 percent of them for half its stack.

 3        Q.   Yeah, but well below the top when you get up

 4   to a design peak day.  They are relying on them.  They

 5   have got Clay Basin and the aquifers before you get to

 6   that kind of demand level, don't you?

 7        A.   Right, but they are purchasing the spot gas on

 8   the design day.

 9        Q.   They are purchasing the gas up to almost 1.2

10   million, right?

11        A.   Yes.

12        Q.   Right?  The design peak day doesn't arrive

13   until above that; isn't that true?  So isn't the company

14   reserving Clay Basin and the aquifers as a last -- on

15   this supply stack, they are not going to use those until

16   they are maxed out on spot purchase.  Isn't that what

17   this is saying?

18        A.   I don't get that they are being maxed out on

19   spot purchases.  I'm not -- it doesn't say that they

20   can't use more spot gas.

21        Q.   Okay.  Let me go back to my original question.

22   Don't you think that if your supply reliability resource

23   was just to rely on spot purchases, that that's a very

24   risky proposal?  Because you are assuming there will be

25   available spot purchases, and you will -- you are
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 1   assuming you will get them at reasonable prices?

 2        A.   Well, usually companies don't rely a lot on

 3   spot gas.  They call it firm gas.  I don't know why they

 4   are being called spot gas here.  But generally it's firm

 5   gas under firm arrangements --

 6        Q.   So you are talking about --

 7        A.   And priced at -- priced at spot market prices.

 8        Q.   Yeah.  How long does it take to schedule and

 9   receive gas in that process?

10        A.   It generally takes a day.

11        Q.   So if you had a problem, you are going to wait

12   at least a day before that even is an option, right?

13        A.   No.  Well, you have times during the day to

14   buy gas.  You also have, you know, the nomination

15   cycles.  There's -- I forgot, there's four.  There's

16   five now.  Or there was four.  You don't have to -- you

17   can buy it later than one day in advance.

18        Q.   Okay.  So I'm going to ask you a question I

19   asked you yesterday.  If you are putting yourself in

20   Tina Faust's shoes, and it's you that gets the call at

21   three in the morning that there's going to be a problem

22   with the supply, are you comfortable relying on spot

23   purchases?

24        A.   I would have made some other sort of

25   arrangement.

0311

 1        Q.   Okay.  I think we all agree.  We would agree

 2   with you on that.  Okay.

 3             Now, Mr. -- or your counsel, Mr. Snarr, asked

 4   you about the sources of the gas.  You were here

 5   yesterday for Ms. Faust's testimony and you heard her

 6   say, "I think that the company's entered into long-term

 7   contracts and some short-term contracts to buy gas

 8   mostly in Utah and Wyoming."  Do we agree with that?

 9        A.   I don't -- I don't recall that testimony.

10        Q.   Okay.  Well, are you willing to accept that

11   subject to check, that that's where the gas comes from?

12        A.   Subject to check, yes.

13        Q.   Okay.  Have you checked to see whether there's

14   even any available supply on the Northwest Pipeline

15   that's available to -- for the company to take?  Do you

16   even know whether that exists?

17        A.   I assume that there's gas available on a

18   pipeline.

19        Q.   Do you know whether there's gas available for

20   the company to purchase on that pipeline?

21        A.   I have not conducted an analysis to see if

22   there are -- there are suppliers available, but I assume

23   that, just like any other pipeline, there's spot

24   markets, and if you pay the price, you get the gas.

25        Q.   I'd like you to look at this Exhibit OCS -- I
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 1   don't know.  I don't remember what exhibit it was.  2.1,

 2   excuse me.  2.1 to your direct testimony, I believe it

 3   is.  You were asked about this.  It's a data request.

 4             MR. SNARR:  Is that 2.06 in terms of the data

 5   request response?

 6             MR. SABIN:  Yes.

 7             MR. SNARR:  Thank you.

 8        A.   I have it.

 9        Q.   (By Mr. Sabin)  The actual question there is

10   to please identify the interstate pipeline on which DEQP

11   is interconnected, and then it says, "Please explain

12   whether DEQP receives and delivers gas to each

13   interstate pipeline during the winter season."

14             These are pipelines that may deliver gas into

15   DEQP, but that doesn't mean those are pipelines where

16   the company gets gas from these pipelines; isn't that

17   right?  Just because these pipelines have gas that goes

18   into DEQP doesn't mean that DEU buys gas or gets gas

19   from these pipelines?

20        A.   No.  That does not mean that DEU buys gas on

21   these pipelines, but I don't see any reason why they

22   couldn't.

23        Q.   Well, again, have you gone and looked at any

24   of these pipelines and the availability of supply on

25   those pipelines over the years?
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 1        A.   Well, it's my opinion -- it's my experience

 2   that gas is a competitive commodity, and if you are

 3   going to pay the price, you are going to get the gas.

 4        Q.   Right.  And we're assuming on a supply -- on a

 5   design peak day, again, that this supply would be

 6   available.  And if you are going to go -- you are going

 7   to go buy -- you are suggesting that reliability ought

 8   to rely on pipelines that are even further distant than

 9   the supply sources that the company is relying on?

10        A.   I am sorry.  Could you repeat that.  I lost

11   your --

12        Q.   Would you agree with me that these other

13   pipelines that deliver gas here that you are talking

14   about, that the company is talking about in its

15   response, they are not closer to the company's demand

16   center; they are further away?

17        A.   Yes.  They are further away, but that

18   shouldn't be a -- something that stops the company from

19   buying the gas.

20        Q.   You don't think that the risk of supply

21   interruptions is greater the more distance and the more

22   impediments you potentially have between you and the gas

23   supply?

24        A.   Technically yes, but you have got a lot of

25   companies on the East Coast that buy gas, that used to
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 1   buy all their gas in the Gulf Coast, and gas traveled

 2   thousands and thousands of miles.

 3        Q.   And I guess the point there is, they used to?

 4   Right?

 5        A.   Right.  They don't any --

 6        Q.   Now they have underground storage and LNG

 7   plants and --

 8        A.   No.  They have Marcellus shale gas

 9   in western --

10        Q.   And Marcellus.  They have Marcellus too.  But

11   the majority of the LNG plants we looked at yesterday

12   are located up in the northwest United States; isn't

13   that right?

14        A.   In capacity-constrained areas.  That's why

15   they have LNG for capacity.

16        Q.   Okay.  In any event, you would have to, for

17   this proposal that you are talking about or this

18   discussion you have had with your counsel, you would

19   have to enter into long-term gas supply contracts,

20   right?  Or you would suggest that, I think is what you

21   were saying.

22        A.   Well, I -- no, not long -- long-term in the

23   industry means long -- generally for gas supply means

24   longer than one year.  Generally there -- companies

25   usually enter into seasonal supplies, winter months.
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 1        Q.   So are you talking --

 2        A.   Five winter months.

 3        Q.   What duration of contract are you talking

 4   about?  Are you talking about an interday contract?  Are

 5   you talking about a monthly con -- what kind of contract

 6   are you talking about?

 7        A.   A typical gas purchase contract or that would

 8   be applicable or would be in effect for the winter

 9   season.

10        Q.   Okay.  So you are talking a seasonal gas

11   supply contract.  Okay.  Right, and the company already

12   assessed that, did it not, in its Option 1 of its

13   analysis?  It already went out and said, "We could do

14   this, and here is the cost associated with it.  Here is

15   how much extra capacity you would have to purchase, and

16   here is all the details."  Isn't that what the company

17   did in Option 1?

18        A.   That was part of Option 1.

19             MR. SABIN:  Okay.  I don't think I have any

20   further questions.

21             CHAIRMAN LEVAR:  Okay.  Thank you.  Did you

22   want to do any more?

23             MR. SNARR:  Just one question that has been

24   raised that needs to be addressed.

25             CHAIRMAN LEVAR:  Okay.  Thank you.  Go ahead.
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 1                     REDIRECT EXAMINATION

 2   BY MR. SNARR:

 3        Q.   Mr. Mierzwa, I'd like to direct your attention

 4   back to your Exhibit 2.1, and within that exhibit the

 5   response to OCS data request 2.02.  Do you have that in

 6   terms of the basic response provided by the company?

 7   2.02, the written response provided by the company.

 8        A.   Two point -- OCS 2.02?

 9        Q.   Yes.

10        A.   Yes, I have it.

11        Q.   And there's an answer there that's provided by

12   Dominion.  Could you just read the second sentence of

13   that answer?

14        A.   "The company does not know where the gas comes

15   from prior to the point of purchase."

16             MR. SNARR:  Thank you.  I have no further

17   questions.

18             CHAIRMAN LEVAR:  Thank you.  Commissioner

19   Clark, do you have any questions for Mr. Mierzwa?

20             COMMISSIONER CLARK:  No questions.  Thank you.

21             CHAIRMAN LEVAR:  Commissioner White?

22             COMMISSIONER WHITE:  No questions.  Thank you.

23             CHAIRMAN LEVAR:  I don't have anything

24   further.  Thank you for your testimony yesterday and

25   this morning.
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 1             MR. SNARR:  May Mr. Mierzwa be excused now?

 2             CHAIRMAN LEVAR:  I'll just ask if any party or

 3   commissioner in the room has any reason not to excuse

 4   him.  I am not seeing any, so he is excused.  Thank you.

 5   And I think we had discussed at this point going to the

 6   Magnum witnesses.  Mr. Dodge.

 7             MR. DODGE:  Yes.  Thank you, Mr. Chairman.

 8   Thank you and the parties for allowing us to go out of

 9   order.  Magnum would like to call Kevin Holder.

10             COURT REPORTER:  And you are going to be

11   facing away from me, sir, so if you could be sure you

12   are talking right into your mic.

13             THE WITNESS:  You bet.

14             CHAIRMAN LEVAR:  Do you swear to tell the

15   truth?

16             THE WITNESS:  I do.

17             CHAIRMAN LEVAR:  Thank you.

18                         KEVIN HOLDER,

19   was called as a witness, and having been first duly

20   sworn to tell the truth, testified as follows:

21                      DIRECT EXAMINATION

22   BY MR. DODGE:

23        Q.   Mr. Holder, can you state your name and your

24   business address?

25        A.   My name is Kevin Holder.  My business address
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 1   is 3165 East Millrock Drive, Suite 330, Holladay, Utah.

 2        Q.   By whom are you employed and in what capacity?

 3        A.   I am the executive vice president of Magnum

 4   Energy Midstream Holdings, a subsidiary of Magnum

 5   Development.

 6        Q.   Can you give a brief description of your

 7   educational background.

 8        A.   I hold a Master's of Business Administration

 9   degree from the Meinders School of Business at Oklahoma

10   City University and a Bachelor of Science in business

11   administration from Louisiana State University.  Go

12   tigers.

13        Q.   And can you give a brief description of your

14   professional experience.

15        A.   More than 30 years of my professional career

16   has been in gas midstream space.  Prior to joining

17   Magnum in 2015, I was the principal and general manager

18   of SRV Energy Advisors, an advisory research and

19   consulting firm focused primarily on investment

20   opportunities in the energy space.

21             Before that I was senior vice president, chief

22   commercial officer of Cardinal Gas Storage Partners

23   where I headed all commercial activities including

24   marketing, business development, asset optimization,

25   contract administration, commercial regulatory affairs
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 1   and more.

 2             I served in various senior management roles

 3   with Enabled Midstream Partners, formerly known as

 4   CenterPoint Energy Pipeline and Field Services from 1992

 5   to 2008, including accounting, regulatory affairs,

 6   operations and marketing, business development for

 7   natural gas gathering, processing, transportation,

 8   storage of natural gas and natural gas liquids.

 9             From 1986 through 1991 I was a senior rate and

10   regulatory analyst for CenterPoint Energy, a multiple --

11   a multi-state electric and natural gas utility.

12        Q.   Mr. Holden, in this docket did you prepare and

13   have filed your direct testimony marked as Magnum

14   Exhibit 1.0, along with exhibits to that document, and

15   surrebuttal testimony marked as Magnum Exhibit 1.0 SR?

16        A.   Yes, I did.

17        Q.   And do you adopt that as your testimony here

18   today?

19        A.   Yes, I do.

20        Q.   I should have asked, do you have any

21   corrections to it first?

22        A.   I do not.

23        Q.   Thank you.

24             MR. DODGE:  I would move the admission of

25   Magnum Exhibits 1.0, as well as the exhibits to that,
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 1   and 1.0 SR.

 2             CHAIRMAN LEVAR:  If any party objects to that

 3   motion, please indicate to me.  I am not seeing any

 4   objection, so the motion is granted.

 5             MR. DODGE:  Thank you.

 6        Q.   (By Mr. Dodge) Mr. Holder, do you have a brief

 7   summary of your testimony?

 8        A.   I do.

 9        Q.   Please proceed.

10        A.   Thank you.  For the record, I will refer

11   throughout my statement to Magnum Energy Midstream and

12   Magnum Development collectively as Magnum.

13             Magnum's purpose for testifying today is

14   twofold.  First, Magnum agrees that utilities and LDCs

15   such as DEU absolutely must address both natural gas

16   supply reliability risk, as well as intraday peak hour

17   supply risk.  Increasing demands on natural gas

18   resources and infrastructure, as well as the

19   proliferation of intermittent renewable resources

20   require utilities to confront these concerns and risks.

21             Secondly, Magnum is testifying today because

22   its natural gas storage project was among the options

23   considered by DEU for responding to those risks, and

24   Magnum's project was addressed at length in testimony

25   and exhibits in this docket.
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 1             Magnum initially intended to remain an

 2   interested but neutral party in this proceeding.  We did

 3   not decide to intervene and file testimony until we

 4   determined the relative cost, risk and benefits of the

 5   Magnum project had been inaccurately characterized on

 6   the record before the commission.

 7             In particular, Magnum concluded that the

 8   public record presented an apples-to-oranges comparison

 9   to the Magnum project in comparison to other options.

10   My testimony is intended to clarify the public record

11   and to present clear apples-to-apples comparisons

12   between Magnum's storage project and comparable LNG

13   options.

14             Magnum operates the only proven or developed

15   salt dome storage resource in the western United States.

16   This remarkable domal salt resource, rare outside the

17   Gulf Coast, offers high deliverability multi-cycle

18   storage with proven reliability.  Its flexibility,

19   including the number of available turns or yearly

20   circles, far exceeds that of traditional storage

21   reservoirs or LNG facilities.

22             It will be available year-round, offering

23   multiple days of supply reliability and/or peaking as

24   needed, as well as expeditious injectability for

25   recharging of the caverns.  I discussed Magnum's project
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 1   in more detail in my prefiled direct testimony as well

 2   as my prefiled surrebuttal testimony in this docket.

 3             Magnum offers economic -- economical,

 4   all-inclusive, safe, reliable on-system options that

 5   will resolve both supply reliability and peak hour

 6   concerns.  Magnum's proposal to DEU would allow for

 7   capacity necessary to effectuate these services proposed

 8   and would deliver quantities of gas needed for supply

 9   reliability and/or peak hour demands at a cost that will

10   save rate payers millions of dollars every year compared

11   to LNG options.

12             Mr. Mendenhall stated in his opening statement

13   that the numbers that make up Magnum's proposal do not

14   add up.  Magnum's response to that is, you simply can't

15   apply utility cost of service and rate-making logic to

16   third party commercial decisions.  These costs are

17   further detailed in my prefiled and surrebuttal

18   testimony.

19             The Magnum facilities will allow DEU to adjust

20   deliverability and peak hour requirements as need for

21   day-to-day operational means, in response to supply

22   reliability and/or peak hour demands.  Magnum offers

23   significant flexibility in terms of scope and design of

24   the facilities, including options for DEU to participate

25   as an equity partner.
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 1             Magnum's project is shovel ready, with all the

 2   necessary regulatory approvals in hand, other than some

 3   additional permitting necessary to extend the pipeline

 4   beyond Goshen, and could be operational within 36 months

 5   following execution of definitive agreements.

 6             At DEU's request, Magnum has responded to

 7   several specific proposals.  It's had numerous other

 8   follow-up discussions.  Magnum offers DEU significant

 9   optionality, given the flexibility of its high

10   deliverability multi-cycle salt cavern storage.

11             In response to specific requests from DEU,

12   Magnum's very specific proposals addressed both DEU

13   system supply reliability concerns and its peak hour

14   concerns.  In general, DEU's testimony in this document

15   compares Magnum's proposals for addressing both supply

16   reliability and peak hour issues with an LNG proposal

17   that is designed to address only supply reliability

18   concerns.

19             As you will see in my prefiled direct

20   testimony, when properly compared on an apples-to-apples

21   basis, the options offered by Magnum compare very

22   favorably to any LNG option.  Furthermore, Magnum has

23   developed the only proven, commercially viable salt

24   storage option in the western United States, with

25   caverns already in service, ahead of schedule and under
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 1   budget.

 2             These caverns of natural gas liquid storage

 3   are very similar to natural gas storage caverns and have

 4   already been constructed or are in service,

 5   significantly de-risking and shortening the time

 6   necessary to develop future caverns for natural gas

 7   storage.

 8             Magnum's ability to design, construct, own and

 9   operate salt storage energy infrastructure cannot be

10   reasonably questioned.  Moreover, construction and

11   operation of the other equipment required for natural

12   gas storage is relatively simple.  Compression equipment

13   and a pipeline header, both of which utilize standard,

14   well understood and easily operated equipment.

15             Magnum's affiliates, owners, employees and

16   consultants have more than adequate experience to -- and

17   expertise to construct and operate storage and pipeline

18   facilities.

19             Mr. Gill stated in his opening statement that

20   Magnum has not provided any engineering studies to

21   support its proposal.  That does not mean these studies

22   don't exist.  They do.  As Magnum stated in -- as Magnum

23   stated in its data responses to DEU, due to ongoing

24   negotiations with potential shippers, the scope and

25   design of the header and the storage caverns is being
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 1   finalized.

 2             As is industry standard, this highly

 3   proprietary and confidential information will be made

 4   available to DEU as appropriate when a definitive

 5   agreement is executed.

 6             Additionally, I would like to make a couple of

 7   points of clarification.  Several times in my statement

 8   and prefiled testimony I refer to the Magnum project as

 9   being shovel ready and as being an on-system option or

10   service.  I would like to explain what specifically I

11   mean by this.  Let me discuss shovel ready first.

12             Magnum currently holds a FERC 7C certificate

13   that approves the construction, operation and

14   maintenance of all pertinent facilities necessary to

15   construct the Magnum project for Magnum storage

16   facilities to the Goshen hub.

17             Basically, this certificate allows Magnum --

18   basically this certificate allows Magnum to proceed with

19   construction of its project immediately at a time of

20   Magnum's choosing, including but not limited to the

21   purchase of rights-of-way, the mobilizations necessary

22   to construct the storage caverns to store natural gas

23   supply, the associated compression needed for injection

24   and withdrawals, and the associated piping and header

25   facility necessary to transport natural gas to receipt
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 1   delivery points downstream.

 2             In fact, Magnum has already begun many of the

 3   steps necessary to place these services -- to place

 4   these facilities into service, including the negotiation

 5   and purchasing of rights of way.  That, by any

 6   definition, is shovel ready.

 7             I also explain in my prefiled testimony that

 8   in March 2018 DEU requested for the first time that

 9   Magnum provide a proposal for system supply and peaking

10   gas to be delivered further downstream from Goshen.  I

11   explained that to the -- that to extend Magnum's header

12   beyond the Goshen hub, as recently requested, will

13   require an additional FERC regulatory approval, which

14   may be accomplished via either Magnum's existing FERC

15   blanket certificate, an amendment to its existing FERC

16   7C certificate, a new FERC filing or other regulatory

17   options.

18             Logically, the ultimate determining factor for

19   extending its pipeline heading would be based upon DEU's

20   final determination of services required, as agreed to

21   by Magnum and DEU in a definitive agreement.

22             Secondly, I would like to address the meaning

23   of on-system as it pertains to Magnum's option for DEU.

24   The proposed DEU Magnum interconnect will allow

25   DEU-owned natural gas supplies to be delivered directly
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 1   into the DEU gas distribution system on a no-notice

 2   basis with gas controlled at the interconnect under the

 3   direct supervision of DEU gas control.

 4             DEU will not have to wait for natural gas to

 5   travel 80 to a hundred miles before the supply will be

 6   available for service.  Based on pipeline size, design,

 7   pressure and line pack, the on-system natural gas supply

 8   proposed by Magnum is a no-notice service that will be

 9   available instantaneously, whenever DEU requires the

10   supply, subject to the terms of a service agreement and

11   at a pressure necessary to effectuate the delivery of

12   the service for which DEU has contracted.

13             More importantly, DEU gas control can have

14   primary flow control at the Magnum DEU interconnect and

15   can call on the supply at any time it is contracted for

16   outside of the normal NAESB nomination cycles without

17   prior notice to Magnum.  Said another way, this is true

18   instantaneous, no-notice service, unlike any other

19   option offered by other interstate pipelines or storage

20   providers.

21             My testimony explains that whether the supply

22   is physically located one mile or 100 miles away, if the

23   pressure necessary to maintain the flow is accomplished,

24   distance to the supply source for operational reasons is

25   irrelevant.  That distance, however, is extremely
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 1   relevant with regards to the safe storage of natural gas

 2   supplies, given Magnum's distance from the Salt Lake

 3   City valley and the Wasatch Fault.

 4             With this in mind, the Magnum gas storage

 5   facility will serve the precise function as an on-system

 6   resource.  It will involve a direct interconnection with

 7   DEU's distribution system that will give DEU direct

 8   control over its natural gas supply.

 9             To challenge Magnum's project as anything but

10   an on-system option is to make the distinction between

11   on and off-system resources meaningless.  Stated another

12   way, DEU's definition of on-system is anything that they

13   own and control, thereby wiping out all other options.

14             Speaking of the 100 mile pipeline, DEU

15   believes that a pipeline that is 100 miles in length

16   somehow poses an unacceptable risk to reliability.

17   That's an interesting position to take being that DEU

18   and its affiliate DEQP own and operate over 30,000 miles

19   of natural gas pipelines, according to the DEQP's 2018

20   customer meeting presentation slide 31.

21             Finally, Magnum would like to address the RFP

22   process.  Magnum believes an additional RFP process

23   would be prudent and extremely valuable as it would

24   allow for more thorough understanding of exactly what

25   DEU requirements are from third party options.
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 1             Magnum has provided, at DEU's request,

 2   proposal after proposal with extremely limited feedback

 3   in return.  Magnum believes a more formal process

 4   whereby DEU states specifically what its requirements

 5   are to meet supply reliability would allow for further

 6   clarification.

 7             Examples of these requirements could be, but

 8   not limited to, more exact pressure information, more

 9   exact location for an interconnection, more exact design

10   specifications with regards to an interconnect, as well

11   as more exact gas supply requirements.

12             In closing, Magnum maintains a very positive

13   relationship with DEU and would love an opportunity to

14   work with DEU and its customers and regulators to

15   develop a timely, cost effective, safe and reliable,

16   high deliverability, multi-cycle salt cavern storage

17   facility, along with associated storage and no-notice

18   services to resolve DEU's supply reliability and/or peak

19   hour requirements.

20             We appreciate this opportunity to better

21   explain the nature and cost of the services that Magnum

22   can provide.  Thank you.

23             MR. DODGE:  Mr. Holder is available for

24   cross-examination.

25             CHAIRMAN LEVAR:  Thank you.  Any questions

0330

 1   from Utah Association of Energy Users?

 2             MR. RUSSELL:  Thank you, Mr. Chairman.  Not

 3   this morning, thanks.

 4             CHAIRMAN LEVAR:  Okay.  Thank you.  Mr. Snarr,

 5   any questions from the Office of Consumer Services?

 6             MR. SNARR:  No questions.

 7             CHAIRMAN LEVAR:  Mr. Jetter from Division of

 8   Public Utilities?

 9             MR. JETTER:  I have no questions.  Thank you.

10             CHAIRMAN LEVAR:  Okay.  Mr. Sabin or

11   Ms. Clark?

12             MR. SABIN:  Can I ask for just one minute?  I

13   just -- I don't know that we have any, but I want to

14   just verify with the client that we don't need to ask

15   any questions.

16             CHAIRMAN LEVAR:  Sure.  Do you need enough

17   time to take a recess, or should we just all sit here

18   for a minute?

19             MR. SABIN:  Maybe -- well -- maybe five

20   minutes.  Could we have five minutes, and hopefully that

21   will save us a bunch of time.  We won't need to go into

22   a bunch.

23             CHAIRMAN LEVAR:  Okay.  We'll take a five

24   minute recess.

25             (Recess from 9:43 a.m. to 9:51 a.m.)
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 1             CHAIRMAN LEVAR:  Okay.  I think we're ready to

 2   go back on the record.  So any cross-examination from

 3   Dominion?

 4             MR. SABIN:  We just have a very few brief

 5   questions.

 6                       CROSS-EXAMINATION

 7   BY MR. SABIN:

 8        Q.   Mr. Holder, thanks for being here.  I want to

 9   just talk with you -- I appreciated your opening

10   statement.  You have now seen what the company has done

11   as far as the -- how broadly it cast its net with regard

12   to options.

13             Do you think, or do you agree with DEU that

14   it's -- the mix of options that it has considered in the

15   process of its analysis; in other words, you know, it

16   looked at demand response.  It looked at off-system,

17   third party supply.  It looked at, you know, Magnum and

18   LNG at other options.

19             Are you aware of any other option that you

20   would think the company should have considered that

21   isn't in the mix?  The type of option, I mean.

22        A.   Not specifically, no.

23        Q.   Okay.  I wanted to just talk about, as I

24   understand your proposal to the company as it relates to

25   control or ownership, I take -- I understand that Magnum
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 1   is not offering the company control of the storage

 2   facility itself.  Is that accurate?

 3        A.   That is correct.

 4        Q.   And it also wouldn't have any control over the

 5   stretch of pipe from the storage facility to the Goshen

 6   junction, right?

 7        A.   Correct.

 8        Q.   Okay.

 9        A.   But ownership.

10        Q.   What's that?

11        A.   But ownership in.

12        Q.   Ownership in what?

13        A.   Storage caverns, portions of the pipeline that

14   would deliver that gas to the preferred point in the

15   Salt Lake City valley.

16        Q.   Well, I just -- and I just want to be clear.

17   My point is, the company is not going to own and control

18   the storage facility, right?

19        A.   It will -- we have proposed in discussions

20   that DEU could explore with Magnum in the ownership of a

21   storage cavern.

22        Q.   Right.  But you are not going to give majority

23   control of your storage facility to the company, right?

24        A.   That is correct.

25        Q.   Okay.
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 1        A.   Operational control, that is correct.

 2        Q.   And you are not going to give control to the

 3   company over the stretch of pipe to Goshen, right?

 4        A.   Correct.

 5        Q.   Okay.

 6        A.   And the reason being, are there other shippers

 7   associated with that project that we would need to have

 8   that control.

 9        Q.   And you are going to have to accommodate --

10        A.   Yes.

11        Q.   -- for other customers, right?

12        A.   Yes.

13        Q.   Okay.  And then I just -- finally, I just want

14   to -- I think I heard this in your statement.  At least

15   I wrote down this quote.  There have been discussions,

16   even significant discussions and extensive discussions

17   between Magnum and the company for at least almost two

18   years or two years, thereabouts, by my timeline.  Is

19   that -- is that right?

20        A.   Yes.  There have been discussions, but it's

21   mainly been a request from the company for Magnum to

22   provide a proposal.  There has been very little feedback

23   in return.

24        Q.   I totally understand, and in those discussions

25   the company actually sent down people to meet with you?
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 1        A.   Correct.

 2        Q.   Including engineers?

 3        A.   Yes.

 4        Q.   To look at your proposal.  They asked you

 5   questions and --

 6        A.   Been very accommodating.

 7             MR. SABIN:  Okay.  I have no further

 8   questions.

 9             CHAIRMAN LEVAR:  Thank you.  Any redirect,

10   Mr. Dodge?

11             MR. DODGE:  No, thank you.

12             CHAIRMAN LEVAR:  Commissioner White, any

13   questions?

14             COMMISSIONER WHITE:  I am curious about these

15   other shippers with potential contracts, I guess.  And

16   without divulging any kind of confidential proprietary

17   negotiations, how are those -- how did Magnum determine

18   to bid into those offers or projects with these other

19   shippers?

20             THE WITNESS:  Well, that's interesting.  There

21   are a number of opportunities out there in association

22   with activities up and down the interstate pipeline

23   corridor.  There are opportunities associated with

24   activities that are taking place in California, Las

25   Vegas, Phoenix, as well as the publicly announced
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 1   repowering project at the Intermountain Power Plant.

 2             COMMISSIONER WHITE:  And obviously we weren't

 3   privy to the specifics of the RFP process here, but if

 4   you -- walk me through, if you were able to, I guess

 5   write the RFP or the process, what would it look like to

 6   allow a more robust process, I guess, as far as you

 7   know?

 8             THE WITNESS:  Well, yeah, that's -- that's a

 9   good question.  Typically an RFP process that we would

10   bid into would state numerous details associated with

11   the project, and those details could include volume

12   required, where that volume is sourced, where that

13   volume is delivered, the time frame that they need for

14   this particular project to be in service.

15             What are the receipt points?  What are the

16   delivery points?  Are there numerous receipt delivery

17   points that need to be discussed?  Background

18   information associated with the financing of the

19   projects, financing of any facility that would be

20   necessary to effectuate this service.

21             Pressures are extremely critical in

22   understanding.  Exact locations as to where the gas

23   needs to be tied into.  What type of service?  Is it

24   interruptible?  Is it firm?  Is it no notice?  Is it for

25   supply reliability?  Is it for peak hour demand?
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 1             Commissioner, I could go on and on, but it

 2   gets very, very specific.

 3             COMMISSIONER WHITE:  In your experience, have

 4   you, in your previous life and with other storage

 5   endeavors, have you bid into other RFPs for a similar

 6   type service?  Or is this the first of its kind?

 7             THE WITNESS:  No, absolutely.  We are in the

 8   process right now in other RFPs unrelated to this docket

 9   and have in the past several times.

10             COMMISSIONER WHITE:  Let me ask you about

11   these proprietary engineering studies.  If I heard you

12   correctly, you said you would not be able to provide

13   those until you actually had a definitive executed

14   agreement.  Is that typical?  I mean, I guess to me it

15   seems like how -- I am just wondering out loud how would

16   Dominion evaluate it before and then sign an agreement.

17   I guess I am trying to figure out if that makes sense or

18   not.

19             THE WITNESS:  Well, it does.  Typically the

20   way that is done, based on my experience, has been, you

21   have a negotiation period.  You put together a proposal.

22   You negotiate back and forth.  If that proposal meets

23   their threshold or meets whomever's threshold to move

24   forward, then you move forward with a definitive

25   agreement in the forms of a precedent agreement or
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 1   preceding agreement.

 2             In that preceding agreement there are several

 3   conditions that can be, excuse me, negotiated into that

 4   agreement.  One of those could be access to this type of

 5   information to verify that what you are agreeing to can

 6   actually be accomplished.

 7             For example, I built a storage facility in

 8   Louisiana that was 20 BCF all for one client, a super

 9   major.  One of the conditions that they negotiated into

10   the precedent agreement was the ability to bring in

11   their independent engineering firm to verify what we

12   were building would actually work.  That's -- that's

13   where you get into passing along proprietary

14   information, engineering studies, based on my

15   experience.

16             COMMISSIONER WHITE:  Thank you.  I have no

17   further questions.

18             CHAIRMAN LEVAR:  Commissioner Clark?

19             COMMISSIONER CLARK:  Good morning, Mr. Holder.

20             THE WITNESS:  Good morning.

21             COMMISSIONER CLARK:  Did Magnum respond to one

22   or both of the February 2016 RFPs?  And I am referring

23   to an RFP for peak hour requirements and then the peak

24   shaving facility related evaluation.  I think you were

25   involved in one of those.  And would you clarify that
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 1   for me?

 2             THE WITNESS:  Yes.  I'd love to.  And that's a

 3   great question.  And that's -- that's kind of, it's a

 4   perfect opportunity for me to explain how we kind of got

 5   to this apples-oranges comparison.

 6             When we initially looked at those RFPs, if you

 7   go back and look at them, I believe I am correct when I

 8   say this, that both the LNG RFP and the peak hour RFP

 9   were written for the purposes of resolving peak hour

10   issues, not supply reliability issues.  I believe I am

11   correct on that.

12             So when we started the initial discussions and

13   started working and responding to those RFPs, it was

14   from that perspective.  And when you build a storage

15   facility to address peak hour needs, it is a different

16   design than if it is strictly a supply reliability.

17             For example, if they need just 150,000 a day

18   delivered on a 24 hour ratable period over 8, 10, 12, 15

19   days, that's a different design, when it -- as it

20   pertains to a cavern, as it pertains to compression, as

21   it pertains to pipeline size, what have you, than

22   solving for a peak hour need, which is, they need gas

23   intraday, over a very short period of time.  So in other

24   words, it's almost like a micro burst of gas.

25             So when we initially responded to those RFP
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 1   process that you are referring to, it was for peak hour

 2   needs.  I have not seen an RFP that addresses this

 3   supply reliability issue for which this LNG facility is

 4   being proposed.

 5             COMMISSIONER CLARK:  So you have referred, I

 6   think, to ongoing discussions that you have had with

 7   DEU.  I assume those occurred since the RFP and running

 8   up to now.  If that's true, have those in any detailed

 9   way addressed the supply reliability issue that is the

10   focus of the application that we have in front of us?

11   And how does that relate to your recommendation to have

12   a new RFP focused on supply reliability?

13             THE WITNESS:  That's an excellent question.  A

14   perfect example of that would be to read my direct

15   testimony.  And in there, you will see, based on the

16   request that we had and the discussions we had with DEU,

17   we were instructed or discussed with DEU to come up with

18   a proposal that would address both supply reliability

19   and peaking needs.

20             We did that.  However, our supply reliability

21   portion of that proposal only allowed for five days of

22   deliverability at 150,000 decatherms a day.  We were not

23   told that we needed to address eight days or ten days or

24   what ultimately came out as the number that was filed in

25   the DEU application.  It was only after the fact that we
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 1   realized, oh, that was the target that we needed to hit.

 2             And so when you look at my testimony, you will

 3   see that we included a revised proposal that addresses

 4   supply reliability only.  But we did not know that until

 5   after the direct testimony was filed by DEU in this

 6   proceeding.  That's the main reason for us intervening

 7   in this docket.

 8             COMMISSIONER CLARK:  And have you had any

 9   formal response to that subsequent proposal?

10             THE WITNESS:  No.

11             COMMISSIONER CLARK:  Those are all my

12   questions.  Thank you.

13             CHAIRMAN LEVAR:  Okay.  Thank you.  Does the

14   current status of your proposal with DEU articulate or

15   contemplate any penalties or fines in the event that

16   Magnum were unable to deliver under the contract?

17             THE WITNESS:  That's all subject to

18   negotiation, of which Magnum would be more than happy to

19   entertain those discussions.

20             CHAIRMAN LEVAR:  Okay.  And I -- and just to

21   clarify, I am not asking you to reveal any confidential

22   details that might still be in discussions.  But is the

23   concept of that, is that concept currently part of the

24   proposal?

25             THE WITNESS:  No, it is not.

0341

 1             CHAIRMAN LEVAR:  It is not.  Okay.

 2             THE WITNESS:  But I am very aware that they

 3   have similar provisions in other storage contracts that

 4   are known.

 5             CHAIRMAN LEVAR:  Okay.  Are there any risks

 6   that cold temperatures would impact either injections or

 7   withdrawals into a salt cavern facility?

 8             THE WITNESS:  I think it's fair to say that if

 9   it gets cold enough, the possibility is there.  I think

10   if it gets cold enough, there's a possibility that it

11   could impact pretty much anything that's mechanical.  So

12   I am not going to rule it out as a possibility.  I say

13   the probability is extremely low.

14             CHAIRMAN LEVAR:  Would you say lower than a

15   wellhead?

16             THE WITNESS:  Yes.

17             CHAIRMAN LEVAR:  Okay.  Do you have anything

18   to elaborate on that, on why that would be?

19             THE WITNESS:  Well, when you think of a

20   wellhead, when I think of a wellhead, I think of a lot

21   of fluid and water coming out of that wellhead that

22   causes freeze-offs.  That's primary -- primarily the

23   driver of problems that you have with freeze-offs and

24   production.

25             We have all the necessary equipment to deal
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 1   with that at the central location, as well as these

 2   caverns remain extremely dry.  That's not to say that

 3   there's not liquid in the form of water that has to be

 4   removed at some point, but it's extremely low.

 5             CHAIRMAN LEVAR:  Thank you.  I appreciate

 6   those answers.  Thank you for your testimony this

 7   morning.

 8             THE WITNESS:  Thank you.

 9             CHAIRMAN LEVAR:  Mr. Dodge?

10             MR. DODGE:  Thank you, Mr. Chairman.  Magnum

11   would like to call David Schultz.

12             CHAIRMAN LEVAR:  Good morning, Mr. Schultz.

13   Do you swear to tell the truth?

14             THE WITNESS:  Yes, I do.

15             CHAIRMAN LEVAR:  Thank you.

16             THE WITNESS:  Thank you.

17                        DAVID SCHULTZ,

18   was called as a witness, and having been first duly

19   sworn to tell the truth, testified as follows:

20                      DIRECT EXAMINATION

21   BY MR. DODGE:

22        Q.   Good morning, Mr. Schultz.  Would you please

23   state your name and your business address.

24        A.   My name is David Schultz, and my business

25   address is 35 Lake Mist Drive, Sugar Land, Texas.
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 1        Q.   And by whom are you employed and in what

 2   capacity?

 3        A.   I am an independent consultant contracted by

 4   Magnum Energy Midstream Holdings, regarding the Magnum

 5   storage and pipeline options that -- designed to serve

 6   the needs of Dominion for supply reliability and/or

 7   peaking services.

 8        Q.   Briefly describe your educational background.

 9        A.   I hold a master's degree from San Diego State

10   University.

11        Q.   And your professional background?

12        A.   For more than 35 years my professional career

13   has been focused in the natural gas and power sectors.

14   Most pertinent -- my most pertinent experience to this

15   proceedings includes being senior vice president for LNG

16   America where we sought to bring LNG as a fuel to marine

17   and land-based markets in the U.S.

18             Prior to that, I worked in various senior

19   management roles for AGL Resources, including the

20   including the startup of Pivotal LNG where I focused on

21   bringing LNG from the utilities, LNG plants and from

22   Pivotal's merchant plans to terrestrial and marine uses.

23             In that role I was responsible for the

24   operation of Pivotal's LNG facilities, sales and

25   marketing, planning, evaluation, design decisions
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 1   regarding possible construction, operation of proposed

 2   LNG facilities of similar size to LDC peaking

 3   facilities.

 4             During my time at AGL and Pivotal I became

 5   intimately familiar with the safety of such LNG

 6   facilities, their capital and operating costs.  This

 7   understanding applies both to new and existing AGL LNG

 8   facilities and Pivotal's merchant LNG facilities.

 9             Prior to that role at AGL Resources, I

10   developed for AGL an 18 BCF underground salt dome

11   storage facility known as Golden Triangle Storage near

12   Beaumont, Texas, on the Spindletop salt dome.  In that

13   role I became intimately familiar with the design safety

14   and safety of underground natural gas storage

15   facilities, including permitting, construction, capital

16   costs and operating costs.

17             Prior to that role at AGL, I was responsible

18   for the development of nearly a 3 billion dollar LNG

19   import facility in Virginia.  The remainder of my

20   experience can be found in my prefiled testimony and my

21   CV attached thereto.

22        Q.   Thank you.  And did you prepare and arrange

23   for filing in this docket surrebuttal testimony that has

24   been marked as Magnum Exhibit 2.0 SR?

25        A.   Yes, I did.
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 1        Q.   And do you have any corrections to that

 2   prefiled testimony?

 3        A.   No, I don't.

 4        Q.   And do you adopt it here as your testimony?

 5        A.   Yes, I do.

 6        Q.   And do you have a brief summary of your

 7   testimony?

 8        A.   Yes, I do.  Thank you.  The main purpose of my

 9   testimony is to respond to rebuttal testimony of DEU in

10   this docket that proposes to compare and contrast

11   underground salt dome storage for natural gas and -- and

12   a liquefaction of natural gas to make LNG for storage

13   and vaporization to meet a gas utility's supply

14   reliability or peak day requirements.

15             My testimony explains the difference in

16   capital and operating costs, safety, permitting,

17   complexity and future issues that LNG facilities --

18             COURT REPORTER:  Excuse me, sir.  Could you

19   just read a little bit slower, please.

20             THE WITNESS:  Oh, I'm sorry.

21             COURT REPORTER:  Thank you.

22             THE WITNESS:  I get carried away.

23        A.   My testimony explains differences in capital

24   and operating costs, safety, permitting, complexity and

25   future issues that LNG facilities face as they -- as the
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 1   needs of the owning utility change over time.

 2             Based on my experience in development,

 3   construction and operation of these type -- two types of

 4   facilities, it is my opinion and experience that

 5   underground salt dome storage for natural gas is the

 6   overwhelming preferred option to meet a utility's supply

 7   and/or peak day requirements.

 8             Over time both utilities and pipeline

 9   companies have supported the construction and operation

10   of underground natural gas storage as a preferred

11   alternative to LNG peaking facilities.  In fact today in

12   the US, over 4 TCF, that's trillion cubic feet of

13   underground working natural gas storage is in service,

14   versus an estimated about 30 BCF or billion cubic feet

15   of LNG peaking capacity.

16             Put another way, LNG resources represent about

17   1 percent of the underground storage resources.

18   Underground natural gas storage is clearly the

19   overwhelming industry choice to meet both supply

20   reliability and peak day demands, in addition to

21   offering many services to utilities and pipelines versus

22   a utility-built LNG facility.

23             My testimony explains, in comparison to salt

24   dome storage, LNG facilities involve significantly

25   greater risk, requiring greater regulatory oversight in

0347

 1   permitting and operations, are at greater risk of

 2   obsolescence, require more complex operations, have

 3   higher operating and capital costs, and offer less

 4   flexibility.

 5             I would like to make one other observation.

 6   Over time, DEU's position has evolved regarding the

 7   nature of the proposed services the LNG facility will

 8   provide for its customers.  DEU initially proposed a

 9   peak day -- a peak shaving facility as described in its

10   RFP dated February 26, 19 -- or 2016 entitled liquefied

11   natural gas, LNG, peak shaving facility evaluation.

12             Further, in June of this year, as late as June

13   of this year, Dominion Energy stated in an investment

14   presentation that the -- that subject to regulatory

15   approval, it was planning to build an on-system LNG

16   facility that ensures system reliability during critical

17   peak need periods for growing customer base, indicating

18   the plant is intended to meet peak day requirements.

19             DEU is now characterizing in this docket the

20   LNG facility as a supply reliability facility.  Although

21   DEU has continued to evolve its position regarding their

22   operation of the LNG facility, does not change my

23   conclusion that in either case the services offered by

24   Magnum to DEU are far superior to that of DE --  that

25   DEU can receive from an LNG peak or supply reliability
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 1   LNG facility.  Thank you.

 2             MR. DODGE:  Thanks.  Mr. Schultz is available

 3   for cross.

 4             CHAIRMAN LEVAR:  I am not sure we had his

 5   testimony entered.

 6             MR. DODGE:  I apologize.  Did I not move that?

 7             CHAIRMAN LEVAR:  Unless I forget.

 8             MR. DODGE:  I think I forgot.  I would move

 9   the admission of Mr. Schultz's testimony.

10             CHAIRMAN LEVAR:  Okay.  If anyone objects,

11   please indicate to me.  I am not seeing any, so the

12   motion is granted.

13             MR. DODGE:  Thank you.

14             CHAIRMAN LEVAR:  Thank you.  Mr. Russell, any

15   questions from Utah Association of Energy Users?

16             MR. RUSSELL:  No questions from UAE.  Thank

17   you, Mr. Chairman.

18             CHAIRMAN LEVAR:  Thank you.  Mr. Snarr, any

19   questions from the office?

20             MR. SNARR:  No.  No questions.

21             CHAIRMAN LEVAR:  Thank you.  Mr. Jetter, any

22   questions?

23             MR. JETTER:  I have no questions.  Thank you.

24             CHAIRMAN LEVAR:  Okay.  From Dominion?

25             MR. SABIN:  Just a couple.
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 1                       CROSS-EXAMINATION

 2   BY MR. SABIN:

 3        Q.   I want to just address permitting

 4   requirements.  You spent a significant amount of time in

 5   your testimony talking about FERC permitting

 6   requirements; is that correct?

 7        A.   Yes.  I spoke to both FERC permitting on LNG

 8   facilities, FERC permitting for underground storage, and

 9   I used that as illustrative of the differences in

10   permitting requirements between the two.

11        Q.   Were you aware that the LNG facility is not

12   going to be a FERC-regulated facility?

13        A.   Yes, I am.

14        Q.   Okay.  So those permitting requirements

15   wouldn't apply?

16        A.   Those specifically wouldn't apply, but the

17   differences between the two types of facilities would be

18   considered by whatever regulator is applying -- or is

19   reviewing those facilities and should be taken into

20   consideration.  The same kind of issues, safety,

21   reliability, obsolescence.  On and on.

22        Q.   Fair enough.  But the Magnum facility would be

23   subject to FERC requirements, right?

24        A.   Correct.

25        Q.   And the LNG facility would not?
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 1        A.   Correct.

 2        Q.   Okay.  And have you familiarized yourself with

 3   the permitting requirements under Utah State law?

 4        A.   No, I have not.

 5        Q.   Okay.  Have you done any work to determine

 6   whether or not the LNG facility would have a challenge

 7   in complying with whatever permitting requirements

 8   apply?

 9        A.   No, I have not, other than that as prudent

10   regulators, you would be sure that whatever facility was

11   built in the state of Utah met safety requirements.  For

12   example, PHMSA or NFPA 59A or other industry standard

13   regulatory requirements that would apply to such

14   facilities.

15        Q.   And were you here when Mr. Gill testified?

16        A.   Yes.

17        Q.   And did you hear his testimony that they

18   have -- all of those issues were reviewed as part of the

19   feed study?

20        A.   I heard that they looked at issues associated

21   with LNG facilities, including an N minus one kind of

22   contingency.  I didn't hear things like a N minus one

23   for a tank or an N minus one for backup power generation

24   or other resources.  So I did hear his discussion, but

25   it wasn't extremely detailed in some of those issues.
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 1        Q.   Did you read his testimony?

 2        A.   Yes, I did.

 3        Q.   That included the exhibits?

 4        A.   I read his rebuttal testimony.

 5        Q.   His rebuttal testimony.  You didn't read his

 6   direct testimony or review any of the engineering

 7   conclusions or any engineering documentation?

 8        A.   No, I did not.

 9        Q.   Okay.  And it's N plus one, right, not N minus

10   one?

11        A.   Yeah, N plus one.

12        Q.   Yeah, okay.  On that front, so Mr. Gill has

13   testified in his direct testimony and has provided that

14   information demonstrating that he's met with regulators,

15   and there's not been any concerns raised to this point.

16   Do you have any basis to contest that that's not true?

17        A.   No.

18        Q.   Okay.  Do you also -- you also read

19   Mr. Paskett's testimony, I take it?

20        A.   I read his rebuttal testimony.

21        Q.   Okay.  Did you -- have you done any analysis

22   to look at the growth rate of LNG facilities in the

23   United States in the last 10 years?

24        A.   As participating in LNG issues in the United

25   States over the last 10 years, I have been intimately
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 1   familiar with the issues associated with the growth of

 2   the LNG industry in the U.S.

 3        Q.   So if you are right, why is the growth rate of

 4   LNG facilities 19, almost 20 percent in the last 10

 5   years?

 6        A.   I think when you look at the analysis that was

 7   done, and you consider the types of LNG facilities, in

 8   particular, liquefaction facilities that have been

 9   constructed in that time horizon, you will find that a

10   large number of those -- or several of those facilities,

11   I should say, are, for example, export facilities that

12   are extremely large that have unique characteristics,

13   BCF's of gas coming in and liquefying.

14             Cheniere, Freeport, others along the Gulf

15   Coast and elsewhere have looked at installing immense

16   amounts of liquefaction capacity.

17        Q.   And have you actually done --

18        A.   What -- I'm sorry.  If I could finish.  In

19   addition to that, there's been a number of merchant

20   facilities built not to serve utility requirements at

21   all that I think are in that number.  For example,

22   Stabilis built a facility near George West, Texas.

23   Applied built a facility near Dallas.  AGL Resources has

24   built a facility in Jacksonville to serve the marine

25   market.  Another facility in Jacksonville is under
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 1   construction, another one in south Florida.

 2             So there's a lot of facilities in that number

 3   that have been built but not for utility operations.

 4        Q.   And have you actually done any analysis, or

 5   are you just kind of shooting from the hip on that?

 6        A.   It's from my experience being in the LNG

 7   industry for 10 or 15 years.

 8        Q.   But you haven't actually looked at the

 9   increase from 2008 to now to identify which facilities

10   are utility and which are not?

11        A.   Other than being intimately familiar with the

12   growth of the industry over the last 10 years.

13        Q.   Okay.  I want to talk about safety.

14        A.   Uh-huh.

15        Q.   You -- you indicate that you think that the

16   LNG facility is less safe than supply delivered in the

17   manner that Magnum is proposing.  Did you read

18   Mr. Paskett's testimony with regard to the number of

19   incidents at LNG facilities in the past 20 years?

20        A.   I have read Mr. Paskett's rebuttal testimony.

21        Q.   Then you would know that he talks about that

22   there was only one incident in that entire time at any

23   LNG facility.

24        A.   Yes.  I saw that, and I made a comparison to

25   interstate pipelines or transmission lines or pipelines
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 1   having a great deal more.  As I understand that a US

 2   natural gas market, there's something in the order of

 3   nearly 30 TCF trillion cubic feet of gas that move on

 4   pipeline, an enormous amount.  There's 30 BCF that could

 5   move in and out of LNG storage.

 6             So if you do on an adjusted basis per volume,

 7   the risks of someone being hurt in the pipeline system

 8   per unit of L -- per unit of gas is much lower for

 9   pipelines than it is for an LNG facility.

10        Q.   I am just wondering how you can say that where

11   there's only been one incident.  I mean how can you say

12   it's less safe where there's only been one thing happen

13   in 20 years?

14        A.   There's -- again, it's on a per-unit basis

15   so --

16        Q.   Okay.

17        A.   -- when you look at it on a per-unit basis, if

18   you divide one by 30 BCF and you divide -- times the

19   number of years that you want to look at over the

20   horizon, and you divide 90 or whatever the number was

21   times 30 TCF over the time horizon, the per unit

22   incidence is much lower for pipelines than it is for

23   LNG.

24        Q.   But in both cases we're talking about really

25   small decimal numbers, aren't we?
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 1        A.   Yes.

 2        Q.   Okay.  All right.

 3        A.   And in fact, both facilities, if built to

 4   extreme standards, can be equally safe.

 5        Q.   Okay.  And then the last thing I want to talk

 6   with you about is, I just want to make sure you

 7   understand -- did you look at the location where this is

 8   being proposed to be built, the LNG facility?

 9        A.   Yeah.

10        Q.   Do you know what's around it?

11        A.   There's -- it's a -- generally an industrial

12   kind of area that has room to put 160 acre LNG facility

13   into it.

14        Q.   No.  But do you know the specific neighbors?

15   What's the neighbor -- what's operated on the

16   neighboring properties?

17        A.   No, I do not.

18        Q.   So you don't know then that this is by an

19   asbestos landfill?

20        A.   An asbestos landfill today could be a golf

21   course or a housing development tomorrow.

22        Q.   You really think urban encroachment is likely

23   in that area in the imminent future?

24        A.   Imminent future would mean tomorrow.

25        Q.   Twenty years, in 20 years.  You think it's
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 1   going to happen in 20, 25, 30 years?

 2        A.   I am no expert in the urban growth rates of

 3   the greater Salt Lake City area.

 4        Q.   Okay.  So you wouldn't know whether there's

 5   really an urban encroachment problem here then, would

 6   you?

 7        A.   Today, I don't believe there is.  But it's not

 8   to say that tomorrow there couldn't be.

 9        Q.   Thank you.

10             MR. SABIN:  That's all I have.

11             CHAIRMAN LEVAR:  Okay.  Thank you.  Any

12   redirect, Mr. Dodge?

13             MR. DODGE:  No.  I have no questions.  Thank

14   you.

15             CHAIRMAN LEVAR:  Okay.  Commissioner Clark?

16             COMMISSIONER CLARK:  No questions.  Thank you.

17             CHAIRMAN LEVAR:  Commissioner White.

18             COMMISSIONER WHITE:  No questions.  Thank you.

19             CHAIRMAN LEVAR:  I just want to ask if you

20   have anything to add or supplement to Mr. Holder's

21   answer to my question about potential impacts of cold

22   temperatures on operations at a salt cavern, injections

23   or withdrawals.

24             THE WITNESS:  Sure.  I agree with Mr. Holder.

25   There are differences between a wellhead at a salt
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 1   cavern and wellheads in the field.  And those two

 2   differences are one of size.  Typically the size of a

 3   wellhead on a salt cavern is much larger because you are

 4   moving much greater than volumes in and out of the salt

 5   caverns at any given incident of time when you are

 6   operating injections or withdrawals than a typical well

 7   in the field.

 8             Even the biggest wells in a field don't

 9   typically move the kinds of volumes that an underground

10   storage cavern can move.

11             Second, because it's a static facility and

12   it's large and you need to protect from freeze-offs.

13   Not only is it dry gas that's coming in and out and you

14   have you less water in the stream that could potentially

15   freeze-off, you can put heat traces or other equipment

16   on that wellhead that will be uneconomic to do on

17   thousands of wellhead in the field that could prevent a

18   freeze-off of a storage wellhead in a cold environment.

19             For example, there's underground storage in

20   Canada in very, very cold, extremely cold environments;

21   Aitken City comes to mind and maybe some other

22   facilities, that they have mitigation measures that can

23   prevent freeze-offs out of underground storage caverns.

24             CHAIRMAN LEVAR:  Thank you.  I appreciate that

25   additional information and thank you for your testimony
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 1   this morning.

 2             THE WITNESS:  Thank you.

 3             CHAIRMAN LEVAR:  Anything further from Magnum?

 4             MR. DODGE:  No.  We would just request that

 5   Mr. Schultz be excused, and I would personally request

 6   at least maybe in the next break that I would be

 7   scheduled as well.  And Mr. Holder may stay, but I guess

 8   I would request we all be excused unless there's a

 9   reason for us to stay.

10             CHAIRMAN LEVAR:  Okay.  If anyone in the room

11   has any objection to any of that, please indicate to me.

12   And I am not seeing any, so thank you.

13             MR. DODGE:  Thank you, Mr. Chairman.

14             CHAIRMAN LEVAR:  And I think we'll go ahead

15   and move to Utah Association of Energy Users at this

16   point.

17             MR. RUSSELL:  Thank you, Mr. Chairman.  UAE

18   calls Neal Townsend to the stand.

19             CHAIRMAN LEVAR:  Good morning, Mr. Townsend.

20             THE WITNESS:  Good morning.

21             CHAIRMAN LEVAR:  Do you swear to tell the

22   truth?

23             THE WITNESS:  I do.

24             CHAIRMAN LEVAR:  Thank you.

25                        NEAL TOWNSEND,
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 1   was called as a witness, and having been first duly

 2   sworn to tell the truth, testified as follows:

 3                      DIRECT EXAMINATION

 4   BY MR. RUSSELL:

 5        Q.   Good morning, Mr. Townsend.

 6        A.   Good morning.

 7        Q.   Can you state your name and your business

 8   address for the record, please.

 9        A.   My name is Neal Townsend.  My business address

10   is 215 South State Street, Suite 200, Salt Lake City.

11        Q.   By whom are you employed and in what capacity?

12        A.   I am employed by Energy Strategies as a

13   principal.

14        Q.   And I don't know if this is necessary, but can

15   you briefly describe your educational and professional

16   background for us?

17        A.   Yes.  I have an engineering degree from the

18   University of Texas at Austin and an MBA from the

19   University of New Mexico.  I worked for the Division of

20   Public Utilities here at the State of Utah for three or

21   four years before joining Energy Strategies in 2001.

22        Q.   Thank you.  Did you prefile rebuttal testimony

23   in this docket on September 6th of 2018?

24        A.   I did.

25        Q.   And was that testimony on behalf of UAE?
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 1        A.   Yes, it was.

 2        Q.   Okay.  And do you adopt that testimony as your

 3   testimony in this proceeding?

 4        A.   I do.

 5        Q.   Do you have any corrections to make to that

 6   testimony?

 7        A.   I do not.

 8             MR. RUSSELL:  And at this point I'll go ahead

 9   and move for the admission of Mr. Townsend's rebuttal

10   testimony.

11             CHAIRMAN LEVAR:  If anyone objects, please

12   indicate to me.  And I am not seeing any, so the motion

13   is granted.

14        Q.   (By Mr. Russell) Your testimony was fairly

15   short, but have you prepared a summary for us today?

16        A.   I do have one.  Thank you.

17        Q.   Okay.

18        A.   Good morning.  UAE did not file direct

19   testimony in this docket and has not taken a position

20   regarding preapproval of DEU's proposed LNG facility.

21   In its application DEU was clear that its proposed LNG

22   facility is only being planned to serve sales customers.

23   However, in its direct testimony the OCS testifies that

24   if the application is approved, transportation customers

25   should bear some of the cost responsibility of the LNG
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 1   plant.

 2             Similarly, the DPU suggests that to avoid

 3   cross-subsidization, transportation customers be charged

 4   for burning service or, worse, have shutoff valves

 5   installed in the event these customers' usage exceeds

 6   their delivered supply after a DEU curtailment order.

 7             In my rebuttal testimony I respond to both the

 8   OCS and DPU testimony.  At the outset, I point out that

 9   this may not be the appropriate forum for determining

10   cost allocation for the proposed LNG plant.  However, to

11   the extent cost allocation is addressed in this

12   proceeding, I recommend that transportation customers be

13   excluded from being assigned any LNG facility costs.

14             First, DEU's application makes it clear that

15   these facilities are being proposed to serve sales

16   customers, not transportation customers.  Second, as I

17   explained in my prefiled testimony, transportation

18   customers are responsible for arranging their own supply

19   needs.  As part of this responsibility, transportation

20   customers are subject to penalties for failure to

21   balance their consumption with delivery of their

22   scheduled supply during periods of system constraint.

23             Third, there is currently an open docket that

24   addresses a newly proposed hold burn to scheduled

25   quantity restriction that would have new, higher
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 1   penalties during periods of supply constraints.  These

 2   existing and proposed tariff provisions are the more

 3   appropriate tools for managing transportation service

 4   during supply disruptions.  That concludes my summary.

 5             MR. RUSSELL:  I don't have any additional

 6   questions for Mr. Townsend and will make him available

 7   for direct examination.

 8             CHAIRMAN LEVAR:  Thank you.  Mr. Dodge, does

 9   Magnum have any questions for Mr. Townsend?

10             MR. DODGE:  No questions, thank you.

11             CHAIRMAN LEVAR:  Mr. Sabin or Ms. Clark, does

12   Dominion have any questions?

13             MR. SABIN:  We do not have any questions.

14             CHAIRMAN LEVAR:  Okay, thank you.  Mr. Jetter,

15   do you have any questions?

16             MR. JETTER:  I do have a few brief questions.

17                       CROSS-EXAMINATION

18   BY MR. JETTER:

19        Q.   Good morning.

20        A.   Good morning.

21        Q.   Were you here in the room yesterday or did you

22   listen to the testimony?

23        A.   I did not.

24        Q.   Okay.  I'd like to give you a hypothetical

25   situation and ask what your opinion is of what you would
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 1   expect Dominion to do in this -- in this situation.  And

 2   hypothetical situation is a transportation customer

 3   supply fails to be delivered.  The Dominion Energy

 4   Utah's supply is short of its expected need during that

 5   day by 30,000 cubic feet, or something within the range

 6   but less than the full capacity of the LNG facility they

 7   have proposed.

 8             Do you think that the prudent choice for the

 9   utility would be to curtail -- and I am going to add one

10   more portion to my hypothetical here, which is the

11   transportation customer refuses to voluntarily curtail

12   its use.

13             In that scenario do you think that it would be

14   appropriate for Dominion Energy to physically cut that

15   customer off by closing the valve at the meter?  Or do

16   you think that it would be the appropriate choice for

17   Dominion to continue to serve out of the LNG facility to

18   that customer?

19        A.   Well, under those circumstances, at first I

20   think they would impose their hold burn to scheduled

21   quantity restriction that's being proposed in this other

22   docket, and the customer would be subject to those

23   penalties that would be in that docket, whatever those

24   happen to be ultimately.

25             But in terms of what happens to the customer,
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 1   you know, how Dominion would try to meet that load or

 2   not meet that load, that would be up to Dominion.  You

 3   would have to ask them how they would do that.  But

 4   those penalties would be quite substantial that would be

 5   -- are being discussed under the hold burn to scheduled

 6   quantity docket.

 7        Q.   Well, and let's say my hypothetical, this is a

 8   -- this is a hotel.  And they are unwilling to turn the

 9   gas off to heat the hotel.  In that case where you are

10   left with -- in my hypothetical the only choice is to

11   either use gas out of the LNG facility or to cut that

12   customer off, would you suggest that it would be

13   appropriate for Dominion to cut that customer off?

14        A.   And in your hypothetical are you assuming that

15   the supplier for the hotel is just gone on vacation or

16   --

17        Q.   Yes, yes.

18        A.   -- what are you assuming regarding that?

19        Q.   Their supply is not showing up.

20        A.   Well, I think it would be quite unusual.  And

21   but I would -- like I said, I would expect Dominion to

22   take whatever actions that are allowed under its tariff

23   to deal with such a situation.

24        Q.   Even if that remains cutting that customer off

25   prior to exhausting its LNG facility?
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 1        A.   Well, I think they would impose some

 2   substantial penalties on that customer, and that

 3   customer is going to get the signal, if they do it one

 4   time.

 5             Now, there's a question of whether they were

 6   just absolutely ignoring the problem and just going on

 7   about their business or were they -- or was there some

 8   reason why they didn't shut off when they should have

 9   and cut back their usage.  You know, those are sort of

10   fact patterns that we are just sort of speculating about

11   here.

12        Q.   We are speculating, I agree.  But sort of the

13   purpose of my hypothetical.  Let me ask kind of the same

14   target, the same idea, a different way.  Is there any

15   value to having the option to pay the penalty and

16   receive gas service through the LNG facility, as

17   compared to not having the LNG facility available and

18   having a hard cutoff?

19             And so the alternatives here are A, pay

20   penalty and receive service or not have the alternative

21   and not pay penalty and be cut off.  Do you think that

22   there is a value to having the option to receive

23   service?

24        A.   I suspect that's up to the individual customer

25   as to whether they see value in such an option, you
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 1   know.  And I can't speak as generally.  It's just going

 2   to be customer by customer.

 3        Q.   Do you think it would be appropriate to give

 4   customers that choice in their tariff?

 5        A.   Well, I think the appropriate thing is to have

 6   tariff provisions like were being discussed in the hold

 7   burn to quantity.  We also have imbalance penalties.

 8   Those are the appropriate place for those to be

 9   addressed.

10             MR. JETTER:  Thank you.  I have no further

11   questions.

12             CHAIRMAN LEVAR:  Thank you, Mr. Jetter.

13   Mr. Snarr?

14             MR. SNARR:  I have no questions.

15             CHAIRMAN LEVAR:  Okay.  Thank you.  Any

16   redirect, Mr. Russell?

17             MR. RUSSELL:  No, thank you, Mr. Chairman.

18             CHAIRMAN LEVAR:  Okay.  Commissioner White, do

19   you have any questions?

20             COMMISSIONER WHITE:  No questions, thank you.

21             CHAIRMAN LEVAR:  Commissioner Clark?

22             COMMISSIONER CLARK:  I have no questions,

23   thank you.

24             CHAIRMAN LEVAR:  I don't either.  Thank you

25   for your testimony today.
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 1             THE WITNESS:  Thank you.

 2             CHAIRMAN LEVAR:  Anything further from UAE?

 3             MR. RUSSELL:  No further witnesses.  I would

 4   ask if Mr. Townsend can be excused however.

 5             CHAIRMAN LEVAR:  If anyone in the room objects

 6   to that, please indicate.  I am not seeing any, so thank

 7   you.

 8             THE WITNESS:  Thank you.

 9             MR. RUSSELL:  Thank you, Mr. Chairman.

10             CHAIRMAN LEVAR:  Okay.  Mr. Jetter?

11             MR. JETTER:  The division would like to call

12   and have sworn in Douglas Wheelwright.

13             CHAIRMAN LEVAR:  Good morning,

14   Mr. Wheelwright.

15             THE WITNESS:  Good morning.

16             CHAIRMAN LEVAR:  Do you swear to tell the

17   truth?

18             THE WITNESS:  I do.

19             CHAIRMAN LEVAR:  Thank you.

20                     DOUGLAS WHEELWRIGHT,

21   was called as a witness, and having been first duly

22   sworn to tell the truth, testified as follows:

23                      DIRECT EXAMINATION

24   BY MR. JETTER:

25        Q.   Good morning, Mr. Wheelwright.  Would you
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 1   please state your name and occupation for the record.

 2        A.   My name is Douglas D. Wheelwright.  I am a

 3   technical consultant with Division of Public Utilities.

 4   There we go.

 5        Q.   And in the course of your employment with the

 6   Utah Division of Public Utilities, have you had the

 7   opportunity to review the testimony in this docket filed

 8   by the company and other parties?

 9        A.   Yes, I have.

10        Q.   And by the company I'd like to correct for the

11   record that I am referencing Dominion Energy Utah.  Did

12   you cause -- create and cause to be filed with the

13   commission direct and rebuttal -- excuse me, surrebuttal

14   testimony in this docket?

15        A.   Yes, I did.

16        Q.   Do you have any corrections or changes you

17   would like to make to either of those?

18        A.   I have two brief corrections to my surrebuttal

19   testimony.  On page 2, line 49 and 50, where it says the

20   DEU was ranked 14th, that should be changed to 11th.

21   And that same change on the next line on line 50.

22        Q.   Thank you.  With those -- with those two

23   corrections, if you were asked the same questions that

24   are contained in both your direct and surrebuttal

25   testimony, would your answers remain the same?
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 1        A.   Yes, they would.

 2             MR. JETTER:  I'd like to move at this point to

 3   enter into the record direct and surrebuttal testimony

 4   filed by Mr. Wheelwright, along with -- direct was --

 5   let's see, included Exhibits 1.0 through 1.6.  And the

 6   surrebuttal included exhibits, Surrebuttal Exhibits 1.0

 7   through 1.4.

 8             CHAIRMAN LEVAR:  If any parties objects to

 9   that motion, please indicate.  I am not seeing any

10   objection, so the motion is granted.

11             MR. JETTER:  Thank you.

12        Q.   (By Mr. Jetter) And Mr. Wheelwright, have you

13   prepared a brief summary of your testimony?

14        A.   Yes, I have.

15        Q.   Please go ahead.

16        A.   Thank you.  Good morning, commissioners.  In

17   this docket Dominion Energy Utah has asked for approval

18   to construct an on-system liquefied natural gas

19   facility.  In order to help evaluate the company's

20   application, the division hired Daymark Energy Advisors

21   to review the information and provide analysis.

22             Mr. Allen Neale from Daymark provided direct

23   and surrebuttal testimony on behalf of the division and

24   identified specific areas of concern and recommendations

25   which support the division's position.  Mr. Neale is
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 1   here today and will be providing testimony at this

 2   hearing.

 3             The requirements for approval of a resource

 4   decision are identified in Utah code Section 54-17-402.

 5   In this proceeding the commission is to determine if the

 6   proposed request is in the public interest, taking into

 7   consideration a number of specific requirements.  The

 8   first requirement identified in the Utah code is whether

 9   the proposed resource will most likely result in the

10   acquisition, production and delivery of utility services

11   at the lowest reasonable cost to retail customers.

12             Approval is not warranted because Dominion

13   Energy has failed to show that the proposed LNG facility

14   will result in the provision of services at the lowest

15   reasonable cost.  It is clear that Dominion Energy wants

16   to build an LNG facility but may not need this type of

17   facility based on the cost of other options that may be

18   available.

19             The very heart of this issue is the company's

20   failure to establish a clear need for the identified

21   resource.  The company's provided instances of supply

22   cuts due to cold weather conditions.  However, these

23   conditions have been short in duration and have been

24   satisfied using other storage or purchase options.

25             The purported secondary benefits, such as
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 1   earthquakes, land slides, and remote distribution of LNG

 2   are ill served by the proposed resource, especially if

 3   it is meant to remedy the supply failures Dominion

 4   Energy identifies.

 5             Another requirement of the Utah code that must

 6   be considered is the long-term and short-term impacts.

 7   The proposed LNG facility will require a large capital

 8   expenditure that will put upward pressure on rates.

 9   Based on the information from the U.S. Energy

10   Information Administration and the American Gas

11   Association, Utah no longer enjoys some of the lowest

12   gas prices in the country.  Adding significant long-term

13   cost to customer rates for an LNG facility that will

14   have limited use does not serve the public interest.

15             The division also recommends that the

16   commission consider the impact to customer rates for

17   this facility, along with the potential increase that is

18   likely to occur with the next general rate case

19   scheduled to begin in 2019.

20             The storage tanks that are for the proposed

21   facility will take 150 days to fill, and company

22   witnesses have testified that the send-out model will be

23   used to determine the most cost effective way to fill

24   LNG tanks.

25             Even though the proposed facility would be
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 1   filled during the summer months, when the market price

 2   for natural gas is usually low, the send-out model will

 3   most likely select more expensive Westpro production to

 4   fill the tanks due to limitations and restrictions built

 5   into the send-out model.

 6             With expensive gas going to the facility and

 7   the high cost to liquefy, store and vaporize the gas for

 8   future use, the company estimates that gas coming from

 9   this facility would cost $8.70 per decatherm based on

10   the current cost of service price.  This price per

11   decatherm is significantly higher than the current

12   market price and would be passed on to customers.

13             The division is not convinced that the

14   proposed facility will be under the complete control of

15   Dominion Energy Utah.  The daily management of system

16   pressures on both the Dominion Energy Utah distribution

17   and the Dominion Energy Questar Pipeline system are

18   managed by pipeline employees in the gas control

19   department.  The daily management of both systems is

20   accomplished by shared employees from a common gas

21   control room.

22             Based on the response to data requests, it

23   appears that the operation of an LNG facility would be

24   jointly managed by employees from Dominion Energy Utah

25   and Dominion Energy Questar Pipeline.
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 1             This application has identified various

 2   options and reasons for selecting the proposed LNG

 3   facility.  However, it appears that many of the

 4   alternatives have been hand selected and may not have

 5   been given the same initial requirements for a fair

 6   comparison.

 7             Rather than identifying a specific need to be

 8   met and seeking any and all resources to meet that need

 9   and evaluate the options, it appears that the company

10   already knew what course of action it wanted to take.

11   As early as 2014, the company began looking at the cost

12   and possible locations for adding an LNG facility to its

13   distribution system.

14             Investor presentations in 2017 from Dominion

15   Energy Utah's parent company identified one of the

16   sources for continued revenue growth for the utility in

17   future years will come from the addition of an LNG

18   facility in northern Utah.

19             Bids from other parties to meet supply

20   reliability needs that have been identified in this

21   docket were not received until as late as 2018.

22   Therefore, it appears that the decision to build the LNG

23   facility was made before other options were reviewed.

24             In summary, the company has not demonstrated

25   that the proposed LNG facility is in the public interest
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 1   or that the proposed facility will result in the lowest

 2   reasonable utility service.  Dominion Energy Utah has

 3   not satisfied the requirements for preapproval as

 4   outlined, and the company's request should not be

 5   approved.

 6             If the commission finds that further action is

 7   needed, it should order Dominion Energy Utah to clearly

 8   define the needed capabilities and issue an all-source

 9   RFP to meet the specific need and requirement.  And that

10   concludes my summary.

11             MR. JETTER:  Thank you.  I have no further

12   questions for Mr. Wheelwright now.  Tender him for

13   cross-examination, questions from the commission.

14             CHAIRMAN LEVAR:  Thank you.  Mr. Snarr, do you

15   have any questions?

16             MR. SNARR:  No, the office has no questions.

17             CHAIRMAN LEVAR:  Okay.  Thank you.  Mr. Dodge,

18   any questions from Magnum?

19             MR. DODGE:  No, thank you.

20             CHAIRMAN LEVAR:  Mr. Russell?

21             MR. RUSSELL:  No, thank you, Mr. Chairman.

22             CHAIRMAN LEVAR:  Why don't we go ahead and

23   take a 10 minute break, and then we'll go to any

24   cross-examination from Dominion.  I think our clock is

25   now in substantial compliance with federal law, so we'll
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 1   come at about five to.

 2             (Recess from 10:46 a.m. to 10:55 a.m.)

 3             CHAIRMAN LEVAR:  Okay.  We're back on the

 4   record.  And we will go to any cross-examination of

 5   Mr. Wheelwright by Dominion Energy Utah.

 6             MS. CLARK:  Yeah.  Just a few, thank you.

 7                       CROSS-EXAMINATION

 8   BY MS. CLARK:

 9        Q.   Mr. Wheelwright, in the course of the work you

10   have conducted in this docket, you reviewed Ms. Faust's

11   analysis and the options the company considered, did you

12   not?

13        A.   I did.

14        Q.   And can you, sitting here today, identify any

15   option that the company overlooked and failed to include

16   in that analysis?

17        A.   Not that I am aware of.

18        Q.   You talked today, Mr. Wheelwright, about your

19   concern about control of the proposed LNG facility.

20   Were you able to review data request responses that were

21   issued in response to Division of Public Utilities'

22   information request?

23        A.   Yes, I was.

24        Q.   And did you review DPU 9.12 identifying how

25   this facility would be operated from a gas control
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 1   perspective?

 2        A.   I did.

 3        Q.   And did you see in that answer that any use of

 4   the LNG resource would be under the direction of the

 5   director of engineering and the vice president and

 6   general manager of Dominion Energy Utah?

 7        A.   I did.  I also respond -- read and included in

 8   my surrebuttal testimony the response to DPU 9.13.  If

 9   you would like, I could share that with you.  And that

10   specifically says that in emergency or unforeseen

11   situations that are not caused by weather, gas supply

12   and gas control would monitor pressures and make

13   determination if the LNG facility should be used to

14   maintain those pressures.

15             That to me says both entities are going to be

16   involved.

17        Q.   So give me just one second.  To be clear,

18   Mr. Wheelwright, that 9.13 also indicated that the use

19   of the LNG resource is under the direction of the two

20   individuals I identified?

21        A.   I agree.

22        Q.   So you would agree that under any

23   circumstances, executives and officers of Dominion

24   Energy Utah would be involved in the decision making,

25   would you not?
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 1        A.   I believe they would be involved, yes.

 2        Q.   Okay.  Couple more questions.  Do you

 3   subscribe to and agree with Mr. Neale's testimony and

 4   conclusions in this matter?

 5        A.   Yes.

 6        Q.   And at lines 789 to 798 of his testimony --

 7   and I am going to paraphrase.  If you would like to read

 8   it, I would be happy --

 9        A.   I don't have it with me, no.

10        Q.   Okay.  Well, let me paraphrase and if it's --

11             MR. JETTER:  Can I just interrupt?  Is this

12   direct or surrebuttal?

13             MS. CLARK:  It is 789, I believe his direct.

14        Q.   (By Ms. Clark)  He indicates that he has heard

15   of instances when industrial customers have refused to

16   restrict usage when the economics didn't support it and

17   that he's not confident that residential users would

18   restrict.  Would you agree with that conclusion?

19        A.   Residential -- I'm sorry.  I didn't understand

20   the question.

21        Q.   Let me rephrase.  When discussing the notion

22   of demand response and the demand response option

23   evaluated by the company, Mr. Neale suggests that he is

24   aware of circumstances where industrial customers have

25   failed to restrict when directed to do so, and he seems
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 1   to express cynicism that residential customers would

 2   restrict if called upon to do so.  And I am just asking

 3   if you agree with those observations and conclusions.

 4        A.   I would ask him.  I don't know if residential

 5   customers would restrict usage or not.  I don't know.

 6             MS. CLARK:  Okay.  I don't have any other

 7   questions.

 8             CHAIRMAN LEVAR:  Okay.  Thank you.  Any

 9   redirect, Mr. Jetter?

10             MR. JETTER:  No, thank you.

11             CHAIRMAN LEVAR:  And Commissioner White?

12             COMMISSIONER WHITE:  No questions.  Thank you.

13             CHAIRMAN LEVAR:  Commissioner Clark?

14             COMMISSIONER CLARK:  No questions, thanks.

15             CHAIRMAN LEVAR:  I don't think I have any

16   either.  So thank you for your testimony,

17   Mr. Wheelwright.

18             THE WITNESS:  Thank you.

19             CHAIRMAN LEVAR:  Mr. Jetter?

20             MR. JETTER:  Thank you.  The division would

21   next like to call and have sworn in division witness

22   Allen Neale.

23             CHAIRMAN LEVAR:  Good morning, Mr. Neale.

24             THE WITNESS:  Good morning.

25             CHAIRMAN LEVAR:  Do you swear to tell the
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 1   truth?

 2             THE WITNESS:  I do.

 3             CHAIRMAN LEVAR:  Thank you.

 4                         ALLEN NEALE,

 5   was called as a witness, and having been first duly

 6   sworn to tell the truth, testified as follows:

 7                      DIRECT EXAMINATION

 8   BY MR. JETTER:

 9        Q.   Good morning, Mr. Neale.  Would you please

10   state your name and occupation, and actually, I would

11   also ask you to please spell your last name for the

12   record.

13        A.   I will.  My name is Allen R. Neale.  That's

14   N-E-A-L-E.  I am a consultant working in conjunction

15   with Daymark Energy Advisors.  And our business address

16   is 370 Main Street, Suite 325, Worcester, Mass.

17        Q.   Thank you.

18        A.   And Worcester is spelled W-O-R-C-E-S-T-E-R.

19   So sorry, but --

20        Q.   Thank you.

21        A.   Even I can't spell it.

22        Q.   And in the course of your participation in

23   this docket on behalf of the Utah Division of Public

24   Utilities, did you create and cause to be filed with the

25   commission direct and surrebuttal testimony in this
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 1   docket?

 2        A.   I did.

 3        Q.   Do you have any corrections or changes you

 4   would like to make to those?

 5        A.   Not at this time.

 6        Q.   And if you were asked the same questions

 7   contained in both your direct and surrebuttal testimony

 8   this morning, would your answers remain the same?

 9        A.   They would.

10        Q.   Thank you.

11             MR. JETTER:  I'd like to move at this time to

12   enter into the record the direct and surrebuttal

13   testimony of Allen R. Neale, along with the exhibits

14   that were attached thereto.  The direct testimony

15   included 2.0 through 2.17 DIR, and the surrebuttal

16   testimony did not include exhibits, however was simply

17   be filed in confidential and redacted form.

18             CHAIRMAN LEVAR:  If any party objects to the

19   motion, please indicate.  I am not seeing any objection.

20   The motion is granted.

21             MR. JETTER:  Thank you.

22        Q.   (By Mr. Jetter) And Mr. Neale, have you

23   prepared a brief summary of your testimony?

24        A.   I am going to be as brief as I possibly can.

25   Everybody's pain quotient is, I'm sure, low.
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 1        Q.   Great.  Go ahead.

 2        A.   I was asked by the Utah Division of Public

 3   Utilities to address four main points, and I'll try to

 4   go through each of them.

 5             The accuracy of the models and assumptions

 6   used by DEU used to calculate the requirements to meet

 7   an expected shortfall and so -- the company was, I

 8   thought did a great job providing weather history.  And

 9   in defense of Ms. Faust, and as a former gas supply guy,

10   the fact that real low temperature occurred just once is

11   enough to settle the debate about probability because if

12   it happened once, it certainly can happened again.

13             And so I think the company did demonstrate

14   that it had this need, and I would -- my recollection, I

15   think the shortfall on one of the days was like 139,000

16   decatherms.  And from that, I think the company came to

17   the conclusion, and I am sure it was after they looked

18   at the sizes of vaporization equipment and so forth,

19   that they should put together something that met 150,000

20   decatherms a day, provide eight days of service and

21   store 1.2 million decatherms of supply.  So I found the

22   company's conclusions to be reasonable.

23             Secondly, I was asked whether the proposed LNG

24   facility is physically capable of meeting any such

25   shortfall, and I was able to by phone and by exhibit, I
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 1   guess, talk with Mr. Platt about his system and

 2   discovered they use Synergy to find product.  I am older

 3   than Mr. Platt, and I go back to the Stoner model, which

 4   is what Synergy is based on.  So I have a reasonable

 5   understanding of what he is using as a tool.  Great

 6   tool.

 7             And after going through the scenarios, I was

 8   sure that the LNG facility's full capacity could be

 9   absorbed in the area.  Now, having said that, the

10   company was also going to, if they had a shortfall, they

11   could back off the use of the volumes at a city gate

12   station that was nearby and then use displacement over

13   the pipeline to send gas to other areas, hopefully to

14   take care of other isolated issues.

15             So I thought that was a reasonable plan.  But,

16   you know, clearly, the LNG facility was going to take

17   care of that area.  But they had a plan to use

18   displacement to maybe settle some things on other sites.

19             Third, whether the cost and noncost evaluation

20   criteria is robust enough for the selection purposes.

21   You know, I went back and looked at the IRPs that the

22   company had in the past few years provided.  And while I

23   saw a description of the LNG facility, it was

24   certainly -- there's probably two or three different

25   permutations of what they were looking for in an LNG
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 1   facility.

 2             So in this case, it was the first time I saw

 3   that they came up with the specifics, 150,000 decatherms

 4   a day, eight days of service and 1.2 million decatherms

 5   of storage.  But it did not seem to say that in any of

 6   the IRPs.

 7             In my time as a gas -- manager of gas supply,

 8   we had an IRP process, and we would define in our IRP

 9   process what it was that we needed.  And then when we

10   could agree that that was what was necessary to meet

11   needs currently and into the future, you would go out to

12   an RFP to seek that type of supply.  And in this case,

13   once again, it was for 150,000 decatherms a day, eight

14   days of service and a storage quantity of 1.2 million

15   decatherms.

16             Now, as I looked at the massive RFPs -- and I

17   know the company's done a lot of work asking different

18   people for supplies -- unfortunately, I didn't see the

19   requirements of 150,000 decatherms a day, eight days of

20   service in those RFP responses.

21             So I am troubled because I had expected to see

22   several responses from different companies hoping to

23   provide that level service, and frankly, that is what is

24   bothered me the most, that we didn't have a true

25   apples-to-apples comparison.
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 1             So the last topic was No. 4, whether the

 2   proposed LNG facility would meet the standard for this

 3   resource investment to be in the public interest.  And I

 4   just think it fails because you don't have adequate RFPs

 5   for that level of service.  And so we are unable to

 6   really assess what in this case I believe is risk, the

 7   cost of risk.

 8             The company -- and again, Ms. Faust, I do

 9   share your concern.  The company needs to have firm

10   supplies to meet its customers' needs.  I am acutely

11   aware of that being from New England.  And so, however,

12   sometimes when you have RFPs, some of the things you

13   consider, after you receive them, is the price and

14   non-price criteria.

15             Price is one thing.  Risk happens to be a

16   non-price criteria, and it's only after you evaluate the

17   difference in costs that you really know what the value

18   of risk is in this case.  I don't believe we have that

19   in front of us, the cost difference between two or more

20   resources that could meet their needs.

21             And also, I'll just make a comment that either

22   an LNG facility or an underground storage facility would

23   meet, you know, technically their needs.  And the

24   definition of peak shaving, I happen to -- in my time, I

25   was in charge of our peak shaving facility.  And the
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 1   reason peakers were built is because the cost of

 2   transportation exceeded the cost, if you will, over time

 3   of building an LNG facility.  It was really a capacity

 4   issue.  And so that's really what the genesis of peak

 5   shaving facilities were.

 6             And regardless, however, even in this case, if

 7   I saw that the economics of building an LNG facility

 8   were favorable, I don't care what the purpose it was

 9   that I was using the plant for, as long as the economics

10   worked out.  And I would say that that pretty much is

11   the essence of any testimony.  Thank you.

12        Q.   Thank you, Mr. Neale.

13             MR. JETTER:  I have no further questions, and

14   Mr. Neale is available for cross from the parties and

15   questions from the commission.

16             CHAIRMAN LEVAR:  Thank you, Mr. Jetter.

17   Mr. Snarr, do you have any questions for Mr. Neale?

18             MR. SNARR:  No.  The office has no questions.

19             CHAIRMAN LEVAR:  Thank you.  Mr. Russell?

20             MR. RUSSELL:  No questions from UAE.

21             CHAIRMAN LEVAR:  Okay.  Dominion?

22             MR. SABIN:  Yes.  Thank you.

23                       CROSS-EXAMINATION

24   BY MR. SABIN:

25        Q.   Mr.  Neale, thank you for being here today.  I
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 1   want to maybe spend a couple minutes getting out of the

 2   way the places where we maybe don't disagree.

 3        A.   Okay.

 4        Q.   And then focus on the places where I think

 5   there may be disagreement.  Is that okay?

 6        A.   It's fine.

 7        Q.   As I listened to your opening summary, I take

 8   it from your summary that you don't really dispute the

 9   company's need for this facility?

10        A.   The company has a need for 150,000 decatherms

11   a day and eight days of service at 1.2 million -- I'm

12   sorry, decatherms of storage.

13        Q.   That's okay.  All right.  And so if we move

14   beyond need to what are the resources that can serve

15   that need, I also understood from your testimony that

16   you reviewed with Mr. Platt the company's network

17   analysis.  I take it from your statement and from your

18   testimony that you don't at this point challenge any of

19   his conclusions or any of his analysis?

20        A.   No.  But I would add one thing just over the

21   course of the discussion that I have heard, and it

22   surrounds where people can deliver gas or not deliver

23   gas.  And I -- it seems to me like it's an open question

24   where people may be able to deliver gas or not.

25             But Mr. Platt has a fabulous tool, and
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 1   wherever somebody can deliver gas, I would expect that

 2   he would, if it doesn't provide the right pressure

 3   profiles in the system, he would take a look at the

 4   system, try and determine how much pipe might have to be

 5   added to the distribution system so that it would

 6   function properly, and that cost would also be imputed

 7   against whoever made that proposal.

 8        Q.   So that we're clear, and I appreciate the

 9   clarification.

10        A.   Yeah.

11        Q.   What I take it -- you to be saying is that if

12   you were going to -- you know, he arrived at some

13   conclusions about what happened with the pressures --

14        A.   Right.

15        Q.   -- relative to the LNG facility and other

16   resources, right?

17        A.   Other resources, I think he just suggested

18   they arrived there.  I am not sure he did any work on

19   the pipeline system.

20        Q.   Were you here when he did his presentation?

21        A.   I did.  I saw when he presented.

22        Q.   And you saw that he concluded that the LNG

23   facility, the pressures provided by --

24        A.   And I think that was his current system.

25        Q.   Can you just give me one second to finish my
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 1   question?

 2        A.   I'm so sorry, yeah.

 3        Q.   He looked -- he did look at the current

 4   system, and he said, if I plugged an LNG facility in the

 5   demand center right smack dab in the middle of where

 6   most of the people live in the Wasatch Front and, I run

 7   that -- that facility against a facility that delivers

 8   to the southern point of the system, that the LNG

 9   outperformed that other resource.

10             Do you -- did you see that?

11        A.   Well, you say outperformed the other.

12        Q.   The pressures were better.

13        A.   Well, I might agree that the pressures were

14   better.  However, what he may not have done is upgraded

15   the distribution system.

16        Q.   We'll get to that.  We'll get to that.

17        A.   To come up with a figure for how much he

18   needed to invest in your distribution system.

19        Q.   Right.  And that's fine.  But on the data we

20   had that he was using on the system today, you don't

21   dispute, do you, that his network analysis showed that

22   outcome?

23        A.   Well, I would suggest that I agree with the

24   fact that the LNG facility performed the way he said it

25   would.
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 1        Q.   Okay.  And the other resource he tested it

 2   against performed the way it did?

 3        A.   Against the current facilities.

 4        Q.   Right.

 5        A.   Yeah.

 6        Q.   Now let's go to your point.  So you are

 7   suggesting that you could also, I guess, theoretically

 8   look at the cost --

 9        A.   Right.

10        Q.   -- of changing the system, inserting

11   additional piping into the distribution system, and

12   changing the points of delivery.

13        A.   That is correct.

14        Q.   Yes.

15        A.   And I only provide that because I want to be

16   fair and equitable about this.

17        Q.   I understand.

18        A.   And while I say another source may work, in my

19   opinion it would take work on the distribution system.

20   And I want to make sure that those costs get fully

21   reflected so that everybody understands what the real

22   cost difference is.

23        Q.   And because you have been in this business a

24   long time, I take it you would agree with me that if you

25   are going to install the pipe over 20 plus miles through

0390

 1   the metropolis of Salt Lake City, that that's going to

 2   come at a fairly significant cost?

 3        A.   I can't say.  I don't live here in Utah so...

 4   I am sure it's going to cost them.  I am equally sure

 5   it's probably not as expensive as downtown Boston but

 6   I --

 7        Q.   Well, I mean, do you have any idea of how

 8   much --

 9        A.   Sure.  It's --

10        Q.   -- how much it costs to lay a mile of pipe in

11   an area like this?

12        A.   It depends on the size, but --

13        Q.   Okay.  We're talking a decent pipe here.

14        A.   I understand.  I understand how expensive it

15   is, but the costs still need to be explored regardless

16   of the expense.

17             MR. SABIN:  Permission to approach and give

18   the witness an --

19             CHAIRMAN LEVAR:  Yes.

20             MR. SABIN:  -- exhibit?

21        Q.   (By Mr. Sabin)  Mr. Neale, are you familiar

22   with the Oil and Gas Journal?

23        A.   Somewhat, yes.

24        Q.   Okay.  It's an industry publication, right?

25        A.   Read it several times in the past.
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 1        Q.   Right.  I'd like you to turn to the second

 2   page of this document.  I just want to focus on the

 3   first full paragraph at the top.

 4             It says, "A dramatic drop in outlays for labor

 5   was the primary driver of low land pipeline construction

 6   costs rates falling nearly 50 percent to 1.9 million a

 7   mile from 3.6 million a mile.  Material costs were the

 8   only category to rise, moving from $989,000 per mile to

 9   1.3 million dollars a mile.  The roughly 1 point million

10   decrease in total estimate per mile land pipeline

11   construction costs brought them to 5.9 million dollars

12   per mile, 22 percent lower than 2016."

13        A.   Uh-huh.

14        Q.   He is talking about the cost to build a

15   pipeline --

16        A.   I'm sure.

17        Q.   -- right?  Does that -- do you have any reason

18   to doubt that that is the average cost of building a

19   pipeline per mile?

20        A.   I don't know any specifics.  I'll take it on

21   the surface.  However, we don't know if this is 10 inch

22   pipe, 4 inch pipe, 6 inch pipe, 18 inch pipe.  We don't

23   know.

24        Q.   Right.

25        A.   So --
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 1        Q.   Understood.

 2        A.   I appreciate the industry average.

 3        Q.   Yeah.

 4             MR. SABIN:  I would just like to move for the

 5   admission of DEU Exhibit 9.0 at this point.

 6             CHAIRMAN LEVAR:  If any party objects to that

 7   motion, please indicate to me.  I'm not seeing any

 8   objection, so it's granted.

 9        Q.   (By Mr. Sabin)  Well, let's just take that

10   industry average.  You would agree with me, would you

11   not, that if we followed the solution that you are

12   talking about or considered the option that you are

13   talking about of extending piping through the

14   distribution system to try and match delivery points,

15   that you are talking about a significant cost investment

16   if we're just using that average?

17        A.   I can't tell you because I am not running the

18   network analysis.  I don't know if you need to do 10

19   feet or a thousand miles.  I don't know.  I am telling

20   you, it needs to be done, and it needs to be part of an

21   exhibit.  It's not been done.  It's not part of an

22   exhibit relative to any of the underground storage

23   facilities that you were looking at.  But even those did

24   not have the right, in my opinion, RFP requirements.

25        Q.   But even if you are talking two miles, that's
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 1   substantially more than the LNG facility?

 2        A.   How much is the LNG facility?

 3        Q.   I don't have the numbers in front of me, but

 4   it was --

 5        A.   Not sure.  It is --

 6        Q.   What do you -- what do you --

 7        A.   It was 200 million for the LNG facility.  200

 8   million for the LNG facility; is that right?

 9        Q.   I guess I was looking on a per year basis.

10        A.   Sorry.

11        Q.   But that's fine.  I guess what I am -- I am

12   trying to get at your comment you raised there.

13        A.   Uh-huh.

14        Q.   So you agree with me that the network

15   analysis, as done on the current system, was done

16   properly and that his conclusions were correct?

17        A.   Relative to citing the LNG plant, that's

18   correct.

19        Q.   And the only way you are saying that you could

20   mimic that is if you were to essentially create the same

21   kind of delivery from other sources?

22        A.   Correct.

23        Q.   Okay.  And those would come at some cost?

24        A.   That is absolutely correct.  Yep.  That's my

25   statement.
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 1        Q.   All right.  The other thing I --

 2        A.   And those costs need to be, you know, married

 3   to anybody else's RFP so that you can truly see the

 4   difference in cost between the LNG facility --

 5        Q.   I understand --

 6        A.   -- and that other supply.

 7        Q.   Okay.  The third thing I think we agree on,

 8   although I want to double-check, is that I took from

 9   your statement and your testimony that you agree that

10   LNG is an appropriate service to solve the problem the

11   company is trying to solve.

12        A.   It can be.  That's correct.  One of.  One of.

13        Q.   Yeah.  I mean, in your testimony you -- in

14   your direct testimony you specifically say that this is

15   why reg -- this is why LDCs use LNG because it's an

16   appropriate solution to solve this kind of problem.

17        A.   Yeah.  Even in New England, when we use more

18   than -- well, close to 50 percent of the peak day,

19   demand is served by an LNG facility.  If, Lord forbid,

20   we suffered a loss of supply from the pipeline, whatever

21   excess capacity we had in the LNG facility would be used

22   to offset those pipeline losses.  So I mean, yes.

23        Q.   Okay.  And I'd just like to read two quotes

24   from your testimony.  I don't know if you have your

25   direct testimony there.
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 1        A.   I do.

 2        Q.   I am on page 18 of your testimony starting at

 3   line 461.  Tell me when you get there.

 4        A.   I am here.

 5        Q.   You say, "LDCs consider LNG service because it

 6   satisfies the regulatory obligation to maintain a

 7   resource portfolio that meets firm customer demand under

 8   design day and extended cold snap conditions.  Design

 9   weather criteria are usually based on the coldest

10   weather experienced over the last 10 to as many as 30,

11   50 or 100 years.  Regardless of the timeframe used for

12   these criteria, many LDCs have experienced record cold

13   weather in the most recent 10 years."

14        A.   Yes.

15        Q.   Did I read that correctly?

16        A.   You did.

17        Q.   And you stand by that statement?

18        A.   I do stand by that statement.

19        Q.   Okay.  The other piece I want to read with you

20   has to do with LNG facilities is -- let me find the page

21   here for you.  Yeah, let's go to lines 451 or, excuse

22   me, lines 488.  Go to line 488 with me.  And I am going

23   to read starting on that line.  Are you there, sir?

24        A.   I am.

25        Q.   Okay.  You say there, "LNG is ideal to meet a
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 1   needle peek need or a loss of supply because it can be

 2   located on system, sized to meet the scale of the design

 3   criteria needs of such events.  LNG facilities are

 4   available for immediate and continuously adjusted

 5   dispatch within design limitations and operating

 6   parameters and are not subject to fixed intraday

 7   nomination cycles of an interstate pipeline."

 8             Did I read that correctly?

 9        A.   You did.

10        Q.   And do you stand by that statement?

11        A.   I do.

12        Q.   Okay.

13        A.   I also have a beautiful drawing of a load

14   duration curve too, and you didn't mention that.

15        Q.   Sorry.  I -- I should have brought up how

16   beautifully you have done that.  Apologize for that.

17             Okay.  Just skipping over some things that we

18   don't need to cover since we have been able to move

19   through that.  Yeah.  One other thing.  On your -- if

20   you could turn to page 89 of your testimony; your direct

21   testimony, that is.

22        A.   Yes.

23        Q.   There you say, this is -- regarding -- you

24   have a summary of conclusions here.  And one of the

25   conclusions I want to focus on, you say, this conclusion
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 1   No. 2, on page 9, "The proposed LNG facility will

 2   adequately address the stated need to provide a reliable

 3   and low-cost service to firm customers."

 4             Did I read that to that point right?  I

 5   realize there's more we're going to talk about.  But did

 6   I read that to that point?

 7        A.   You are doing a great job.

 8        Q.   And you stand by that statement?

 9        A.   I do.

10        Q.   Okay.  Now let me focus now on the areas where

11   I think we have some disagreement.  And that has to do

12   with the remainder of that sentence.  You say, "But this

13   is not sufficient to adequately demonstrate it's most

14   likely to be the lowest reasonable cost option."

15             I'd like to probe that just a little bit with

16   you.  My first question is, I think you agree and I

17   think your testimony states this, but I want to make

18   sure you agree, that the company did an extensive amount

19   of work to go out and identify options that could serve

20   this purpose and has presented its findings in an

21   extensive attachment and exhibits to both Ms. Faust's

22   testimony and other's testimony.

23             Do you agree that the company went out and did

24   an extensive search over a period of years for different

25   options?
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 1        A.   Well, let me preface it by, they were

 2   different options than what you would require of the LNG

 3   facility.  So I don't find them to be compelling as

 4   alternatives.

 5        Q.   Okay.  But let me just ask -- we'll come to

 6   your point.  My question is, do you agree that the

 7   company spent a significant amount of time researching

 8   various options that theoretically in the field could

 9   serve as a supply reliability option?

10        A.   Well, but you settled on a specific criteria.

11   And none of those options that you sourced meet this

12   criteria.  So I don't know what you want me to say.  Did

13   you do a lot of work?  Yes.  Did you do it in the right

14   manner?  No.

15        Q.   Okay.  Well, let's probe that because I think

16   you are not answering my question.  You keep dodging my

17   question.

18        A.   No.  I am not trying to dodge the question.

19   Did you go out and have responses to RFPs?  Yes.  You

20   did.  Was the RFP responsive to the need that you have

21   now structured centered around the LNG facility?  No.

22        Q.   Well, hang on.

23        A.   I appreciate that you have made several

24   attempts.  I do.

25        Q.   Well, I don't agree with you and I want to --
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 1        A.   Okay.

 2        Q.   I want to probe that.  When the company goes

 3   out and looks at potentially buying additional supply on

 4   the interstate pipelines, that could solve this need,

 5   could it not, potentially?

 6        A.   Well, of course it could.

 7        Q.   Okay.  So the company was casting a broad net.

 8   Is there anything wrong with doing that?

 9        A.   Yes.  Once you determined the size of the

10   service that you need, you needed to go out to the

11   marketplace and seek RFPs responsive to that need, not

12   rely on RFPs that you had issued over time that were not

13   tied to that need.  Clearly they meet some needs but not

14   this specific need.

15        Q.   Well, did you review the attachments to

16   Ms. Faust's testimony?

17        A.   Yeah.  I think in my testimony I have the

18   whole list of every one of them.

19        Q.   Then you would know that the company did focus

20   in on the amount of -- the quantity that it was looking

21   at when it assessed each one of these options, did it

22   not?

23        A.   So no.  It did not.

24        Q.   How do you know that, sir?

25        A.   Well, we had some testimony this morning from
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 1   Witness Holder who said he didn't know about an eight

 2   day requirement.

 3        Q.   Has the company imposed an eight day

 4   requirement?

 5        A.   Well, it has when it has reached its design

 6   criteria for the LNG facility, be 150,000, eight days

 7   and a million two in capacity.

 8        Q.   But Mr. Neale, tell me where in the testimony

 9   or where in any document the company has ever said it

10   would only accept eight days.

11        A.   Well, listen.  If you are trying to suggest

12   that it's a non-price criteria, and if you are going to

13   build a facility that's going to have eight days

14   criteria, you then can't complain about the non-price

15   criteria not meeting -- being only seven days and not

16   meeting what you say is what you want.

17        Q.   And who has complained about that?

18        A.   Well, you have when you listed, in all your

19   responses, the fact that they were only going to provide

20   you seven days, as opposed to the eight days service

21   that you were going to get out of the LNG facility.

22        Q.   I am sorry.  I am not familiar with the

23   location or that statement, and I think I have read more

24   testimony than --

25        A.   I think if you read all of the responses from
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 1   the RFPs, that will be the conclusion that you reach.

 2        Q.   Well, let's move to that, Mr. Neale, on the

 3   RFP front.  Do you understand that the company is

 4   relying exclusively on the responses to its RFPs in

 5   reaching its conclusion in this case?

 6        A.   I -- well, I can't tell.

 7        Q.   Okay.

 8        A.   I mean I'm sure management has made management

 9   decisions.

10        Q.   So I want -- I want you to assume for the sake

11   of argument that the company took the information from

12   it -- that it obtained from the RFPs and then went above

13   and beyond that and then started contacting and meeting

14   with each party it could think about that it could

15   identify.  Right?

16             Do you have any reason to doubt that that's

17   what happened?

18        A.   I am not sure I saw that was documented.

19        Q.   Didn't you hear Ms. Faust's testimony?

20        A.   I would like to see it documented.  Look, I am

21   sure --

22        Q.   I am just -- let's just stick to my question.

23   Do you have any evidence that the company didn't do

24   that?

25        A.   The only evidence I have is a lack of an RFP
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 1   specifically -- okay.  I'll go through the numbers

 2   again -- but that's --

 3        Q.   I understand --

 4        A.   -- tied to a 150,000 decatherms a day, eight

 5   days of service at 1.2 million decatherms of storage.

 6        Q.   And that doesn't answer my question so I'm

 7   going to bring you back.  My question was, do you have

 8   any evidence that the company did not go out and meet

 9   with every person that they could think about that could

10   provide a reliability solution?  Do you have any reason

11   to question that?

12        A.   You may have, but there is no evidence in this

13   forum that suggests that you did an RFP blindly for

14   the --

15        Q.   Mr. Neale.

16        A.   -- service level.

17        Q.   Mr. Neale, I need you to answer my question.

18   You are not answering my question.  Do you know any

19   reason to doubt -- do you have any evidence or any

20   documents or any testimony that Ms. Faust and her team

21   did not go out and do what she said she did?

22        A.   What did she do?  Could you restate what she

23   did?

24        Q.   Sure.  My understanding from her testimony is

25   that she sent out two RFPs and acquired the names and
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 1   interests of a number of parties.

 2        A.   Was the RFP --

 3        Q.   Okay.  Hang on.  We are going to focus on my

 4   question.  Okay.  You asked my -- you asked me to tell

 5   you what it is.  She testified that she went out, that

 6   she met with these people, that she sat down with them,

 7   and she talked with them about what they were capable of

 8   doing, and that she got their -- whatever they could do.

 9   She and her team investigated it.

10             Do you have any reason to -- any evidence that

11   she didn't do that?

12        A.   I have no evidence to know whether she did or

13   didn't.

14        Q.   Thank you.  That's actually an answer to my

15   question.

16        A.   Yeah, yeah.  No, I understand.

17        Q.   Okay.  Now let's talk about this so-called

18   marketplace you are talking about.  Are you aware of any

19   entity that was not considered by the company that could

20   provide any service here to the company?

21        A.   That necessarily isn't for me to know.  That's

22   up to the company to know.

23        Q.   I'm asking you --

24        A.   I don't -- I am not a player in this

25   marketplace.  However, the company is, and so I expect
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 1   that that is exactly what they should do.  That is what

 2   the law says they are supposed to do.

 3        Q.   What law says that they have to do?

 4        A.   The requirements to go out, find the most --

 5        Q.   There is no requirement.

 6        A.   Oh.

 7        Q.   Not for an RFP, not in this statute.

 8        A.   Let's take a step back.  They need to prove

 9   that they need the supply.  They need to prove that it's

10   the cheapest possible cost or it's the most reasonable

11   cost based on cost and non-price criteria.

12        Q.   And I agree.  And so back to your point.  You

13   are not aware, I take it then, of any resource that the

14   company did not consider?

15        A.   Whether I know it or not is not germane.  It's

16   whether the company has searched that out.

17        Q.   I understand, and I am only asking you.

18        A.   Yeah.  I have answered.  I said I am not.

19        Q.   Okay.  And you already testified that you

20   didn't -- you don't dispute or have any evidence to

21   dispute what the company says it did, right?

22        A.   The dispute is simply that there's no

23   documentation that shows you went out for an RFP of --

24   surrounding this criteria.

25        Q.   I'll come to the RFP.  I'll come to the RFP.
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 1   But you are not aware of any basis to challenge her

 2   testimony, right, on that point?

 3        A.   I only know what is in the dockets, and those

 4   responses do not seem to comport to the level of service

 5   that you now require.

 6        Q.   And you were not a participant in the

 7   communications between the company and Magnum, for

 8   example?

 9        A.   Absolutely not.

10        Q.   So you don't know how much she discussed the

11   amounts she needed or the number of days or the kind of

12   facility she was looking for, do you?

13        A.   No.  I don't.  And I also know that Magnum had

14   an open season that you did not take advantage of.  So,

15   and unfortunately for me, as a gas supply guy, here was

16   a known supply source that could meet it.  They were

17   having an open season, and the decision here has not

18   been made, and I think it would have been prudent of you

19   to take an advantage of going into the open season.

20        Q.   I understand you take that position, your

21   testimony.

22        A.   I am just speaking from my gas supply

23   background.

24        Q.   I understand.  If Ms. Faust and her team had

25   had a couple of years of discussion with Magnum about

0406

 1   this opportunity about what they could do, an open

 2   season wouldn't have really helped, right?  You are

 3   getting far more detailed communication and information

 4   in a one-on-one, face-to-face discussions, aren't you?

 5        A.   I am not the right guy to answer.  The right

 6   guy to answer is Mr. Holder, but in my career, I was in

 7   many open seasons, for instance, with a group known as

 8   Alberta Northeast that we finally were successful after

 9   about five permutations of receiving service in the

10   northeast from.

11             So these things change over time.  I don't

12   know what Magnum may have learned or not learned from

13   its --

14        Q.   That's fine.  That's my point.  You don't

15   know?

16        A.   Right.

17        Q.   And so you don't know whether an open season

18   would be helpful or not, whether it would provide

19   information that they didn't already have or not?

20        A.   I would say it wouldn't hurt.

21        Q.   Okay.  I appreciate that.  Let's get to our --

22   this last.  I am going to wrap up here.  I want to talk

23   about a couple of final issues.  As it relates to the

24   issuance of an RFP, who, other than the parties that the

25   company considered, would you send an RFP to in this
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 1   circumstance?

 2        A.   Like I said, I am not a -- I am not an expert

 3   in this marketplace.  I am sure your gas supply people

 4   are.

 5        Q.   Okay.  Thank you.

 6        A.   I would expect them to be.

 7        Q.   I think the last couple things I want to cover

 8   are, as I understand your position, you have a

 9   concern -- do you still have any concern about -- well,

10   let me back up.

11             Do you agree that there are some third party

12   risks that come with using third party resources when

13   you are talking about supply reliability?  In your

14   experience, would you say that it is -- that it is, from

15   a reliability standpoint, it's preferable to have your

16   own, controlled own source of gas than to rely on third

17   party?

18        A.   Well, that is exactly what you try to document

19   here, what the value of that risk is.

20        Q.   I am just asking if the risk -- if you agree

21   with the understanding that there is, from a non-cost

22   basis, there is some consideration about the risks that

23   come with sourcing from a third party.

24        A.   I -- I am having a hard time figuring out what

25   the difference in risk is.  There's risks inherent in
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 1   operating an LNG facility.  Are they any different than

 2   the risks from a third party?  I am not sure there are

 3   differences.

 4        Q.   Well --

 5        A.   I mean, I ran and operated an LNG facility.

 6   Would you like me to talk about Maxon valves failing and

 7   not being able to set up your vaporizing?  Or do you

 8   want me to go through a lot of those things?

 9        Q.   No.  I'm actually going to take you to your

10   own testimony.

11        A.   Okay.

12        Q.   You agree with me that the Magnum facility has

13   not been built, right?

14        A.   Well, I think they may operate one other

15   facility, but I can't remember.  I have read so much.

16        Q.   As far as natural gas --

17        A.   But they do not have the one that you are

18   interested in up and running, correct.

19        Q.   Right.  And you agree that it would require an

20   80 to a 100 mile pipeline to connect to the system as

21   least?

22        A.   That is what has been bandied about.

23        Q.   Right.

24        A.   I can't officially say it.  That's what I have

25   heard.
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 1        Q.   Okay.  And you actually in your testimony note

 2   that the -- one of the risks that comes with sourcing

 3   from a third party is that it's a contractual resource

 4   that is subject to interruption and force majeure

 5   events, right?

 6        A.   Absolutely.

 7        Q.   Right?

 8        A.   As well as any and all of your pipeline

 9   supply.  So you have the same risk, if you will, on all

10   of your supplies.

11        Q.   Except you wouldn't have that risk on LNG,

12   would you?

13        A.   Well, I don't know.  I don't know.  If you

14   couldn't get the natural gas because your contracts

15   failed, then you wouldn't have anything to liquefy.  So

16   I mean, I don't know.

17        Q.   Well, I am just going to focus in on one issue

18   here.

19        A.   Yeah.

20        Q.   As far as force majeure events go --

21        A.   Sure.

22        Q.   -- you agree with me, don't you, that third

23   party contracts generally contain force majeure clauses?

24        A.   Sure.

25        Q.   That exempt the provider from liability?
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 1        A.   Absolutely.

 2        Q.   Right.  And those are the kind of events we're

 3   trying to protect against here in this reliability

 4   docket, right?

 5        A.   I understand what you are trying to prevent

 6   against, and the question is, what is the relative risk

 7   between the different sources?  And what is the value of

 8   that risk?  Because you are asking the rate payers to

 9   pay this premium to absolve you of any, what you call

10   it, risk as the LDC.

11        Q.   And you --

12        A.   Because LDCs take this risk every day.

13        Q.   We just read earlier that you said that

14   companies in this situation often turn to LNG and that

15   it's an ideal -- you didn't use appropriate.  You said

16   it's an ideal solution for this problem.

17        A.   It is.

18        Q.   Okay.

19        A.   Well, it can be one of the two that I

20   mentioned.

21        Q.   Okay.

22        A.   Right.

23        Q.   You agree with me also, I think from hearing

24   Mr. Holder's testimony, that this would not be a

25   resource that is owned or controlled by the company,
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 1   correct, the Magnum resource?

 2        A.   Yes.  I have read that.

 3        Q.   Okay.

 4        A.   Heard that.

 5        Q.   And you agree and I just think I heard

 6   Mr. Holder say it would not be dedicated supply to the

 7   company, that there are going to be other customers on

 8   that system that are going to be taking gas?

 9        A.   I'm sure of it, just as any other underground

10   storage operation.

11        Q.   Okay.  All right.

12        A.   I can talk about underground storage

13   operations if you want.

14        Q.   I don't -- I think we heard from that --

15        A.   And reliability from them because reliability

16   was another issue, right?

17        Q.   That's just fine.  And finally I want to just

18   ask you, Mr. Neale, I take it that your idea to issue an

19   RFP or your thought to issue an RFP comes from a

20   background where you have worked in the gas storage

21   industry before or gas supply industry before?

22        A.   LDC.  I ran --

23        Q.   An LDC.  That's what I mean, sorry, for an

24   LDC?

25        A.   Not supply but --
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 1        Q.   Right.  Did you do an RFP for everything you

 2   did?  When you built pipe, did you do an RFP for it?

 3   Did you go out and say, "Is this really the right

 4   solution?  Should we RFP this?"

 5        A.   Any time I had to have a major supply

 6   resource, I did an RFP.  Any time we undertook the

 7   building of a -- or rebuilding, if you will, of an LNG

 8   facility, we had RFPs.

 9        Q.   Was that required by your law?

10        A.   Absolutely.

11        Q.   Okay.

12        A.   Just as it is here.

13        Q.   Where is it required by law here?

14        A.   Well, you need to demonstrate -- so let's

15   forget about the term RFP.  It's what you must

16   demonstrate, that you found the least cost solution.

17        Q.   Least reasonable cost solution, correct?

18        A.   I would -- yeah.  I would concur with that.

19        Q.   That's what the statute says, right?

20        A.   And so you must take a look at cost as well as

21   non-price criteria.

22        Q.   Agreed.

23        A.   And you need to do that from every potential

24   provider.

25        Q.   And that's precisely what the company did in
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 1   Ms. Faust's analysis, right?

 2        A.   I would suggest that that is not necessarily

 3   true because I haven't seen RFPs that went out with this

 4   level of service.

 5        Q.   Thank you, Mr. Neale.  I have no further

 6   questions.

 7        A.   Thank you.

 8             CHAIRMAN LEVAR:  Thank you, Mr. Sabin.

 9   Mr. Jetter, any redirect?

10             MR. JETTER:  I do have a few redirect

11   questions.

12                     REDIRECT EXAMINATION

13   BY MR. JETTER:

14        Q.   Were you in the room for most of yesterday's

15   hearing?

16        A.   I was.

17        Q.   And did you hear testimony from company

18   witnesses that some of the requirements for this project

19   are on system and company owned?

20        A.   Yes.

21        Q.   If, if those requirements were included in an

22   RFP or known otherwise by the RFP bidders, would there

23   be any purpose in bidding?

24        A.   Well, no, you wouldn't bid.

25        Q.   And can you imagine a scenario where you have

0414

 1   good faith negotiations with a third party to provide a

 2   service that couldn't meet those requirements, if you

 3   believed that those requirements were necessary?

 4        A.   No.  They wouldn't be good faith negotiations,

 5   No. 1.  But No. 2, as I think I explained, they rely on

 6   third party providers for gas supply services all the

 7   time every day, and so this isn't a change in the level

 8   of risk that they have.  It's a risk that is inherit in

 9   the industry.

10        Q.   Thank you.

11        A.   Let me -- because I hear it, it kind of tells

12   me they should be drilling wells in everybody's back

13   yards to get the gas supply on.  I find that

14   incredulous.

15        Q.   And is it your opinion that a narrow, focused

16   RFP for a specific set of criteria would be one of the

17   best ways to determine what the market out there is for

18   this type of facility or that type of service?

19        A.   It absolutely is.

20        Q.   And finally, did you hear Ms. Faust's

21   testimony yesterday that she continues to receive

22   e-mails from potential providers?

23        A.   Yes.

24        Q.   Do you have any knowledge of whether those

25   providers might be viable or not?
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 1        A.   I have no idea.  I am sure she is working hard

 2   to find alternate supplies.  I'm sure.

 3        Q.   Thank you.

 4             MR. JETTER:  Those are the only follow-up

 5   cross -- excuse me, redirect questions I have.

 6             CHAIRMAN LEVAR:  Thank you.  Any recross?

 7             MR. SABIN:  Two questions.  Excuse me.  Two

 8   questions.

 9                      RECROSS-EXAMINATION

10   BY MR. SABIN:

11        Q.   Mr. Neale, by virtue of the breadth of the net

12   that the company spread to try and think of options,

13   it's true, isn't it, the company did not impose a

14   requirement of it being on system or being within their

15   control?  That's simply two factors the company finds to

16   be very important.  Isn't that a fair statement?

17        A.   Yeah, I think that's a fair statement.

18        Q.   Okay.

19        A.   Yeah.

20        Q.   Okay.  And then an RFP is not the only way to

21   obtain market information, is it?

22        A.   As long as it's documented, and it's for the

23   specific level of service, of course not.

24             MR. SABIN:  Okay.  No further questions.

25             CHAIRMAN LEVAR:  Thank you, Mr. Sabin.
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 1   Commissioner Clark, do you have any questions for

 2   Mr. Neale?

 3             COMMISSIONER CLARK:  No questions.  Thank you.

 4             CHAIRMAN LEVAR:  Commissioner White?

 5             COMMISSIONER WHITE:  No questions, thank you.

 6             CHAIRMAN LEVAR:  Mr. Neale, you -- how

 7   familiar are you with the reasons mostly in Ms. Faust's

 8   testimony why Dominion has expressed their preference

 9   for on-system option under the company's control versus

10   systems that are off system and not in the company's

11   control?  Are you familiar with their asserted reasons?

12             THE WITNESS:  Sure, I -- I have listened to

13   exactly what they have suggested.  I mean, these force

14   majeure issues, however many you might want to define.

15   Because they are worried about, will this supply show

16   up.

17             At the end of the day, Ms. Faust is trying to

18   serve firm customers that the supply of last resort,

19   that supply must show up for them, must.  Otherwise,

20   they are talking about an outage.  They can't meet -- we

21   saw what the costs of an outage are.  I am familiar with

22   those.  Those look reasonable to me.  So they do need to

23   have something that is -- that they can rely on.

24             CHAIRMAN LEVAR:  Okay.

25             THE WITNESS:  Now, do they need, you know,
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 1   ultimate reliability, being on your system?  Or is

 2   something a hundred miles away really safe enough?  In

 3   other words, are there really more risks than they

 4   accept every day from getting pipeline gas every day?

 5             And I would say, they are no different than

 6   the risks they assume every day, and so I have a

 7   difficult time believing that they need to have

 8   something necessarily on system.  Would I agree that

 9   it's less risky?  Maybe.  But there are things that can

10   happen with an LNG facility.

11             CHAIRMAN LEVAR:  Let me ask my follow-up then

12   because my first question was to set this one up.  Based

13   on your understanding of those concerns and those

14   preferences, do you have experience with RFPs using

15   non-cost criteria to evaluate those or very similar

16   concerns?

17             THE WITNESS:  So when you make out an RFP and

18   send it out there, and you gather all the information

19   you can, you might gather information on the company,

20   whether it's -- it has financial, enough backing.  You

21   may do in-depth studies on the provider as non-cost

22   criteria, as well as, are they on laterals?  Have they

23   had failures on those laterals to be able to send gas?

24             You may do a whole host of study to look at

25   these non-price reasons for either taking the service or
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 1   not taking the service.  And you should.  You should

 2   look at the ability of every supplier to do what they

 3   say they are going to do in the RFP.

 4             CHAIRMAN LEVAR:  And have you worked with or

 5   observed RFPs using those kind of -- using those kind of

 6   criteria?

 7             THE WITNESS:  Sure.  And for instance, in

 8   pipeline supplies we went with different pipeline

 9   projects than others because we felt more sure of this,

10   that specific project.

11             CHAIRMAN LEVAR:  Thank you.  I appreciate

12   those answers.  One more question.  Why are Worcester

13   and Dorcester pronounced differently?

14             THE WITNESS:  In New England we can only

15   pronounce half of our alphabet.  That's really the

16   reason.

17             CHAIRMAN LEVAR:  Thank you for your testimony

18   today.

19             THE WITNESS:  My pleasure.

20             CHAIRMAN LEVAR:  I am just trying to balance

21   whether we move ahead or take a lunch break, and I'm

22   probably leaning towards taking an hour break at this

23   point.  And assuming there's nothing further from the

24   division, Mr. Jetter?

25             MR. JETTER:  Nothing further from the
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 1   division.

 2             CHAIRMAN LEVAR:  Okay.  Why don't we return at

 3   about one o'clock to go with the office's witnesses,

 4   remaining witnesses.  Thank you.  We're in recess.

 5             (Lunch recess from 11:49 a.m. to 12:59 p.m.)

 6             CHAIRMAN LEVAR:  Okay.  We're back on the

 7   record, and I think we're ready for the Office of

 8   Consumer Services' next witness.

 9             MR. SNARR:  Thank you.  The Office of Consumer

10   Services would like to call Bela Vastag as a witness.

11             CHAIRMAN LEVAR:  Good afternoon, Mr. Vastag.

12   Do you swear to tell the truth?

13             THE WITNESS:  I do.

14             CHAIRMAN LEVAR:  Thank you.

15                         BELA VASTAG,

16   was called as a witness, and having been first duly

17   sworn to tell the truth, testified as follows:

18                      DIRECT EXAMINATION

19   BY MR. SNARR:

20        Q.   Could you please state your name for the

21   record.

22        A.   Bela Vastag.  Should I spell that for you?

23   No.

24        Q.   And where are you employed and in what

25   capacity?
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 1        A.   I am employed as a utility analyst for the

 2   Office of Consumer Services.

 3        Q.   And in connection with your employment there,

 4   have you assumed some responsibility for, on behalf of

 5   the office to investigate and pursue the filing of

 6   testimony and exhibits in connection with this

 7   particular proceeding?

 8        A.   Yes.

 9        Q.   And did you file direct testimony on August

10   16th, 2018, including attached exhibits?

11        A.   Yes.

12        Q.   And did you file rebuttal testimony on

13   September 6th, 2018, with -- well, just testimony on

14   September 6th, 2018?

15        A.   Yes, I did.

16        Q.   And did you file surrebuttal testimony on

17   September 20th with an attached set of exhibits on

18   September 20th?

19        A.   Yes.

20        Q.   And with respect to those things that you

21   filed so far, do you adopt and affirm what you have said

22   in that testimony?  And do you support the submission of

23   those exhibits today?

24        A.   Yes, I do.

25        Q.   Thank you.
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 1             MR. SNARR:  We would ask that those exhibits

 2   identified as OCS 1D, 1.1D, OCS 1R, OCS 1S and OCS 1.1S

 3   be offered and admitted into evidence.

 4             CHAIRMAN LEVAR:  If anyone objects to that

 5   motion, please indicate to me.  I am not seeing any

 6   indication, so the motion is granted.

 7        Q.   (By Mr. Snarr)  Mr. Vastag, have you prepared

 8   a summary of your testimony for this proceeding?

 9        A.   Yes, I have.

10        Q.   Would you please present that summary?

11        A.   Yes.  Good afternoon.  The Office of Consumer

12   Services recommends that the commission deny the

13   company's request for approval of its decision to

14   construct a liquid natural gas or LNG facility.  As

15   required by the Utah Energy Resource Procurement Acts,

16   the company has not met its burden of proof in

17   demonstrating that the LNG facility will result in the

18   lowest reasonable cost resource for retail customers or

19   will result in the resource with the best long-term and

20   short-term impacts, risk and reliability.

21             The office's recommendation to deny approval

22   of LNG facility is based on several reasons.  First, as

23   office witness Alex Ware detailed in his testimony, the

24   history of the company's attempts to document the need

25   for an LNG facility in its IRPs clearly shows that the
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 1   LNG facility has been a solution in search of a problem.

 2             Not only do the IRPs fail to provide

 3   supporting evidence that can augment this current

 4   proceeding, but the company's changing rationalization

 5   in the IRPs of the need for an LNG facility does provide

 6   a very good reason to be skeptical in this proceeding.

 7   Finding a problem to justify an LNG facility that the

 8   company wants to build is a highly unusual approach to

 9   resource planning or facility investment decisions.

10             Second, the company has not adequately defined

11   or documented its recently claimed supply reliability

12   problem.  The only evidence provided has been from one

13   graph in a slide presented at the June 19th, 2018,

14   technical conference in this docket.  It's a graph

15   showing nomination cycle supply cuts from the past seven

16   years.

17             This is insufficient.  Without adequate

18   understanding of the frequencies, magnitudes, causes and

19   remedies of actual supply shortfalls, the most effective

20   solutions cannot be identified and evaluated.

21             Third, the company has not adequately explored

22   all alternatives to provide solutions to potential

23   supply shortfalls.  A large part of this deficiency

24   stems from the fact that the supply reliability problem

25   itself has not been clearly defined.
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 1             Another factor is that the utility

 2   shareholders want to see growth in corporate earnings

 3   and therefore favor resource choices that involve large

 4   investments in rate base, investments such as the

 5   construction of a very expensive LNG facility.

 6             The company sources natural gas via a large

 7   interconnected system, which offers many alternatives to

 8   provide supply reliability.  The company has not

 9   provided evidence that it has thoroughly discovered and

10   evaluated all of these alternatives.

11             Examples of other alternatives needing further

12   evaluation include additional pipeline interconnections,

13   additional city gate stations, additional backup supply

14   contracts, additional underground storage capacity such

15   as the Magnum facility, for example, and the use of

16   no-notice transportation service.

17             The office supports the division's request

18   that the company issue a properly defined RFP to

19   identify resource alternatives, but only if the RFP is

20   part of a new proceeding where parties have sufficient

21   time to evaluate the RFP process and the results.

22             Fourth, as office witness Jerry Mierzwa

23   testified, constructing an LNG facility for the sole

24   purpose of providing backup supply for design day peak

25   demand is inconsistent with observed natural gas
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 1   industry practices.

 2             Fifth, the company has not evaluated all the

 3   risks, including potential public outcry of siting an

 4   LNG plant in the densely populated Salt Lake Valley.

 5   The construction and operation of an LNG plant in this

 6   valley could be derailed by safety issues or -- and

 7   public opposition to the plant.

 8             And finally, again, for the reasons I have

 9   just stated, the office recommends that the commission

10   deny the company's request in this proceeding for an

11   approval to construct an LNG facility, and that

12   concludes my statement.

13             MR. SNARR:  Thank you.  Mr. Vastag is

14   available for cross-examination or to respond to

15   questions from the commission.

16             CHAIRMAN LEVAR:  Thank you.  Mr. Jetter, do

17   you have any questions?

18             MR. JETTER:  I have no questions.  Thank you.

19             CHAIRMAN LEVAR:  Thank you.  Mr. Russell?

20             MR. RUSSELL:  No questions.  Thank you.

21             CHAIRMAN LEVAR:  Thank you.  Mr. Sabin or Ms.

22   Clark?

23             MS. CLARK:  No questions.  Thank you.

24             CHAIRMAN LEVAR:  Commissioner Clark?

25             COMMISSIONER CLARK:  No questions.  Thank you.
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 1             CHAIRMAN LEVAR:  Commissioner White?

 2             COMMISSIONER WHITE:  Good afternoon.

 3             THE WITNESS:  Good afternoon.

 4             COMMISSIONER WHITE:  I just want to make sure

 5   I understand the office's recommendation in the context

 6   of what the division is recommending.  Is it the

 7   office's belief that there is a need but the need is not

 8   specifically defined or not defined with the appropriate

 9   level of specificity?

10             THE WITNESS:  Right.  We agree there could be

11   a need.  You know, reliability is extremely important.

12   But before we can proceed to acquire solutions, first we

13   need to define what the problem is very carefully so

14   that solutions that we evaluate are appropriately, you

15   know -- we know they are appropriately addressing the

16   problem.

17             COMMISSIONER WHITE:  That's all the questions

18   I have.  Thank you.

19             CHAIRMAN LEVAR:  Thank you.  I do not have any

20   additional questions.  So thank you for your testimony

21   today, Mr. Vastag.  Mr. Snarr?

22             MR. SNARR:  Thank you.  The office would like

23   to next call Mr. Alex Ware as a witness.

24             CHAIRMAN LEVAR:  Mr. Ware, do you swear to

25   tell the truth?
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 1             THE WITNESS:  I do.

 2             CHAIRMAN LEVAR:  Thank you.

 3                          ALEX WARE,

 4   was called as a witness, and having been first duly

 5   sworn to tell the truth, testified as follows:

 6                      DIRECT EXAMINATION

 7   BY MR. SNARR:

 8        Q.   Would you please state your name for the

 9   record.

10        A.   My name is Alex Ware.

11        Q.   And could you please tell us where you work

12   and in what capacity?

13        A.   I work for the Offices of Consumer Services as

14   a utility analyst.

15        Q.   How long have you worked for the office?

16        A.   Less than a year.

17        Q.   And could you give us a thumbnail as to what

18   your prior background was?

19        A.   Prior background, I have a bachelor's degree

20   from the University of Utah in economics, master's

21   degree in public policy.  I worked for six years with

22   the office of the legislative auditor general doing

23   compliance, financial, investigative audits, and

24   reported those to the audit subcommittee.

25        Q.   In connection with this proceeding, have you
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 1   focused on and prepared testimony for submission in this

 2   proceeding on certain issues?

 3        A.   Yes, I did.

 4        Q.   And did you file direct testimony on August

 5   16th, 2018, on behalf of the office?

 6        A.   Yes, that's correct.

 7        Q.   And if you were asked those same questions

 8   today, would your answers be the same as reflected in

 9   what has been filed?

10        A.   Yes, they would.

11        Q.   And you adopt that testimony here today?

12        A.   I do.

13             MR. SNARR:  We'd like to ask for the admission

14   of OCS-3D, the testimony of Alex Ware filed on August

15   16, 2018.

16             CHAIRMAN LEVAR:  If any party objects to that,

17   please indicate to me.  I am not seeing any objection,

18   so the motion is granted.

19             MR. SNARR:  Thank you.

20        Q.   (By Mr. Snarr) Have you prepared a summary of

21   your filed testimony?

22        A.   Yes.

23        Q.   Would you present that please?

24        A.   Yes.  After review of the company's 2014

25   through 2018 integrated resource plans or IRPs, the
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 1   office has concluded that Dominion Energy Utah, DEU, did

 2   not utilize the planning process as intended to fully

 3   document and analyze its need for liquefied natural gas

 4   or LNG facility due to its claimed service reliability

 5   concerns.

 6             Instead, the regulatory record shows years of

 7   the company considering an LNG facility to address a

 8   shifting rationale of need.  The LNG facility was first

 9   introduced in the 2014 IRP as a potential peak shaving

10   alternative to the existing aquifer storage facilities.

11   The 2015 IRP further evaluated the LNG for peak shaving

12   but determined that LNG was much more costly and less

13   flexible than the aquifers.  And the company stated that

14   they would not pursue the LNG facility at that time.

15             Then the next year in 2016, in that IRP the

16   proposed LNG facility was proposed again for peak hour

17   -- as a solution to peak hour demand.  The 2017 IRP

18   claimed that LNG would be a long-term solution for peak

19   hour demand but could also provide reliability benefits.

20             Most recently, in the current case that's

21   still open for the 2018 IRP, that IRP states that the

22   LNG is not the best solution for peak hour demand, but

23   instead is needed only for supply reliability; or in

24   other words, needed as a backup supply in case of supply

25   shortfalls on a design peak day.

0429

 1             It is appropriate to be skeptical of the

 2   company's claimed need for an LNG facility in light of

 3   the shifting rationalization.  In addition, in the IRP

 4   years DEU has been considering an LNG facility, the

 5   company did not provide sufficient information or

 6   analyses as required by the IRP guidelines.  Instead,

 7   DEU simply provided general descriptions of potential

 8   uses for LNG in those filings.

 9             If DEU had presented relevant analysis in

10   those IRPs, it could have used that as evidence to

11   support the current request to construct an LNG

12   facility.  Since the regulatory history does not support

13   the need for an LNG facility, the commission must rely

14   solely on the evidence provided in this case in this

15   docket, which the office's other witnesses have

16   demonstrated is insufficient.

17             The lack of relevant analyses in the IRPs

18   related to the proposed LNG facility suggests a lack of

19   an orderly and advanced planning process.  That

20   concludes my summary.

21             MR. SNARR:  We offer Mr. Alex Ware for

22   cross-examination or to respond to commission questions.

23             CHAIRMAN LEVAR:  Thank you, Mr. Snarr.

24   Mr. Jetter, do you have any questions?

25             MR. JETTER:  I have no questions.  Thank you.
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 1             CHAIRMAN LEVAR:  Mr. Russell?

 2             MR. RUSSELL:  No questions.  Thank you.

 3             CHAIRMAN LEVAR:  Mr. Sabin or Ms. Clark?

 4             MS. CLARK:  No questions.  Thank you.

 5             CHAIRMAN LEVAR:  Commissioner Clark?

 6             COMMISSIONER CLARK:  No questions.  Thank you.

 7             CHAIRMAN LEVAR:  Commissioner White?

 8             COMMISSIONER WHITE:  No questions, thank you.

 9             CHAIRMAN LEVAR:  And I don't have any others.

10   So thank you for your testimony this afternoon,

11   Mr. Ware.  Anything further from the office?

12             MR. SNARR:  Nothing further.

13             CHAIRMAN LEVAR:  Anything further from any

14   party?

15             MR. SABIN:  We would like to have the

16   opportunity to have a closing statement, if the

17   commission is willing to consider that.  We don't think

18   briefing is necessary, but because of the importance of

19   this consideration and some of the matters that were

20   raised on intervenor testimony that we are not able to

21   address in cross-examination, we would love to summarize

22   those issues for the commission, if you are -- if you

23   are interested and willing to have that happen.

24             CHAIRMAN LEVAR:  So you are speak -- you are

25   talking about doing that this afternoon or right now?
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 1             MR. SABIN:  Whenever the commission wants to

 2   do that.

 3             CHAIRMAN LEVAR:  And you don't -- you are

 4   ready to go?

 5             MR. SABIN:  I am ready to go.

 6             CHAIRMAN LEVAR:  Okay.  Anyone else have a

 7   position on this, whether you are interested in doing

 8   such, whether you have a position on Dominion's interest

 9   themselves in providing a closing statement?

10   Mr. Jetter?

11             MR. JETTER:  I haven't prepared a closing

12   statement, but I don't have an objection to doing so.

13             CHAIRMAN LEVAR:  Okay.  Any other thoughts,

14   Mr. Snarr?

15             MR. SNARR:  Always willing to participate.

16   I'm not sure what we're going to illuminate that wasn't

17   illuminated in cross-examination.  If it didn't get

18   covered in cross-examination, then I think we're really

19   reaching and stretching for things that go well beyond

20   the heart of the record here.  Happy to participate in

21   whatever you decide to do.

22             CHAIRMAN LEVAR:  Okay.  Thank you, Mr. Snarr.

23   Any other -- any additional thoughts, Mr. Russell?

24             MR. RUSSELL:  UAE doesn't object, although we

25   don't have a closing statement here and probably won't
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 1   participate in it, unless something gets said that was

 2   not said during testimony.  I know Mr. Dodge isn't here,

 3   and he was the one here representing Magnum, and I don't

 4   know whether they would have an interest.  I suppose I

 5   could try to communicate with him if the commission is

 6   interested in hearing from Magnum on that.

 7             CHAIRMAN LEVAR:  Yeah.  I am not -- I'm trying

 8   to think about the best way to go forward.  We -- I

 9   mean, generally we are not inclined to deny any party's

10   desire to provide statements at the end, and always

11   subject to objection if another party feels like

12   something isn't appropriate for a closing statement.

13             If we're going to just go ahead and move ahead

14   with those now, I'm not sure the best way to handle

15   Magnum because I don't think Mr. Dodge would be

16   available in the time frame we're talking about, and

17   that simply may just be a consequence of timing.

18             MR. RUSSELL:  Sure.

19             CHAIRMAN LEVAR:  So I guess I'll say, feel

20   free to try to communicate however you wish, but I think

21   we're probably inclined to go ahead and move forward.

22             MR. RUSSELL:  Understood.

23             CHAIRMAN LEVAR:  I did have a question I

24   wanted to pose to the counsel.  It's a minor, ancillary

25   question to this, but I was going to get counsel's
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 1   thoughts.  And maybe before we do this, I'll just pose

 2   the question, and maybe it's not worth addressing.

 3             But in some of the testimony there was

 4   discussion of an ancillary benefit related to serving

 5   remote communities.  There's been legislation this year,

 6   but there has not yet been any commission action or

 7   actions interpreting or implementing that statutory

 8   change.

 9             So it seems to me our consideration could run

10   the gamut of, we haven't looked at that issue yet; it's

11   not relevant to this proceeding; to the possibility that

12   dollars not spent on this LNG facility could just be

13   spent on pipe to remote communities.

14             Do we have enough to even consider that as

15   part of this docket?  So if any of the counsel have any

16   interest in addressing that issue, I am asking the

17   question and not necessarily expecting answers.  I

18   apologize if that's throwing an issue out there in the

19   last minute.  But anyone who wants to address that, feel

20   free to do so.

21             And I think with that, do you want to start

22   with a closing statement?

23             MR. SABIN:  Do you want me to address that

24   first or do you want to have that discussion first?  Or

25   do you want me to put it in part of the closing
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 1   statement?

 2             CHAIRMAN LEVAR:  I'm throwing that out as an

 3   invitation more than a request.

 4             MR. SABIN:  Okay.

 5             CHAIRMAN LEVAR:  I don't know it really makes

 6   any difference.

 7             MR. SABIN:  I love invitations.  That's okay.

 8   Well, let me just spend a couple of -- I don't think

 9   that will -- I hadn't given thought to that specific

10   question, I'll confess.

11             But I do think that the statute that we're

12   dealing with in this proceeding under -- and I am

13   looking at 54-17-402, 3, Romanette 6.  And the reason I

14   am looking at that is, this proceeding allows the

15   commission -- it gives you some degree of discretion.

16             And it says you're able to consider other

17   factors determined by the commission to be relevant.  So

18   I think the decision about whether you take into account

19   that factor or not is left up to you to determine

20   whether you think it's yet relevant or not because of

21   legislation or otherwise.

22             I think from the company's perspective, the

23   point the company is making is just that there are

24   ancillary benefits that we can foresee at this point,

25   irrespective of the existence of legislation, and that
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 1   those ancillary benefits would -- that there's

 2   flexibility in this facility that would allow those

 3   ancillary benefits to be pursued if the commission

 4   determined that that was an appropriate way to address

 5   the gas needs of these kind of satellite communities.

 6             So I, I guess, Mr. Chair, all I would say to

 7   your question is -- or invitation is, I think it's left

 8   to you to determine whether it's relevant.  We certainly

 9   think it's relevant.  That's why we had a witness

10   testify about it.  That's why we presented it in the

11   technical conference and talked about the costs of

12   serving those communities through pipe.

13             And you will recall that in the IRP -- or not

14   the IRP, in the technical conference slide, there was a

15   slide that compared the cost of sending pipe to those

16   communities versus having them be served until economics

17   justify it by -- with an LNG resource.  So that's all I

18   would say on that point.

19             CHAIRMAN LEVAR:  Okay.  Thank you and before

20   we go to closing statements, let me just turn to my

21   colleagues here.  Any other comments before we move into

22   closing statements, Commissioner Clark?

23             COMMISSIONER CLARK:  Not from me.

24             CHAIRMAN LEVAR:  Commissioner White?

25             COMMISSIONER WHITE:  No comments.  Thank you.
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 1             CHAIRMAN LEVAR:  Okay.  Mr. Sabin.

 2             MR. SABIN:  Well, I would make just a few

 3   points, and the reason I think we're interested in this

 4   is I -- sometimes we get so buried in the weeds of these

 5   matters that we forget what we're really looking at.

 6   And I wanted to focus on some of the bigger issues that

 7   I think are worthy of your consideration.  And you know,

 8   I always feel bad when I see the amount of material that

 9   is submitted for your consideration, knowing that this

10   is one of a number of many dockets on your schedule.

11             But first I think there really isn't any

12   question about the need here.  You have heard from --

13   you have heard from several expert witnesses brought in

14   who, both Mr. Paskett, Mr. Neale, that they agree that

15   this kind of reliability solution is appropriate, that

16   it's needed, that having reviewed the historical

17   circumstances that the company has highlighted in its

18   testimony and the risk that's associated with getting it

19   wrong, they have agreed that there is a need here.

20             And the company certainly takes that position,

21   took it in its testimony.  Having done its own internal

22   experts analysis, it's determined that it feels that

23   there is a need here, and that without it, it's exposed,

24   that there is vulnerabilities in its system, that the

25   hundred percent reliance on third party contract sources
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 1   is, while helpful and necessary for many purposes,

 2   leaves it exposed from a reliability perspective to some

 3   of the risks we have highlighted.

 4             So I don't think that that's a real question.

 5   I know there's some people who will disagree with me on

 6   that, but I just don't see any evidence.  And you have

 7   heard from some very smart people here who have all said

 8   there is a need.

 9             So the second point I want to make is, I think

10   then if there is a need, then the statute's question to

11   you and to us is to -- is to demonstrate whether the

12   company's decision to select an LNG facility is --

13   whether that's in the public interest.  And you are

14   given a number of factors to consider including that

15   catch-all category to say, other factors you determine

16   to be relevant.

17             And I just want to talk about a few -- those

18   factors briefly.  The first factor that we have talked

19   to you about today is reliability, and again, I don't

20   think it's been seriously contested by anybody that the

21   LNG facility is by and away the most reliable solution.

22   It's not subject to the same risks.  Everyone agrees

23   that it's, being on system, located where it would be,

24   would provide the kind of reliability solution the

25   company is after.
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 1             It's not subject to third party contracts.

 2   It's not subject to other customer needs.  In fact, it

 3   would be dedicated to the residents of Utah, and in

 4   particular those residents whose gas reliability would

 5   be impacted in the event of a -- of a, you know, natural

 6   disaster or slide or freeze-off or any of these things

 7   we have talked about.  I just don't think there is any

 8   question that we're talking about the best reliability

 9   solution that is on the table.

10             And why is that important?  Because I think

11   you need to judge the application in the context of the

12   purpose that's attempted to be -- the purpose that's

13   being served here, that the company is trying to serve.

14   And that purpose here is, we're looking for a

15   reliability solution.  We're not looking for gas supply

16   in large terms.  We're looking at a reliability

17   solution.

18             So when we think about what factors are most

19   important here, I would submit that reliability either

20   is at the very top or very close to the top because when

21   you are looking at a reliability solution, you are

22   obviously placing a lot of emphasis on the one that

23   gives you the most reliability.  And I don't think

24   that's seriously contested here.

25             I think the next issue that's in the statute
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 1   is, deals with risk.  I think it's been made clear

 2   through testimony that it's not LNG -- the LNG facility

 3   would not be subject to the same risks.  It

 4   fundamentally concerns me to think that if you have a

 5   hundred percent of your supply coming from various

 6   sources that are all kind of in this area where there's

 7   freeze-offs and gas supply problems, that we ought to

 8   double down and use that as a reliability resource.

 9             That's essentially saying, we acknowledge that

10   there are these risks that we are currently experiencing

11   on these very resources and that for reliability, we

12   will then look to those resources as our reliability

13   solution.  That seems to me to be flawed thinking.

14             And I, had my client said to me that that's

15   what they wanted to do, I would have said, well, help me

16   understand how that helps your reliability.  You are

17   just getting more gas from the same straw.  You know,

18   you have got a finite amount you can push through that,

19   and if there's a disruption, having more resource

20   upstream is not really going to solve the problem.

21             What we have talked about here are the other

22   solutions the company considered.  They are exposed to

23   other contract -- to contract limitations.  They are

24   subject to control and other customer interference or

25   customer need.  They are subject to force majeure
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 1   problems, including freeze-offs and landslides and

 2   earthquakes and fires.

 3             And we have just had a fire recently that, you

 4   know, kept our people up for many hours trying to figure

 5   out how to make sure a gas -- you know, people of Nephi

 6   ran out of -- they didn't have gas.  Well, that's a

 7   situation we don't want to find ourselves in.

 8             You know, those sources are not dedicated to

 9   the residents of Utah.  They are dedicated only to the

10   extent of a contract.  And they are dedicated only to

11   the extent of a contract with exclusions in a contract.

12             Then when we talk about the next factor,

13   cost -- I guess I should say, so from a risk standpoint,

14   I just haven't heard anybody say anything other than the

15   least risky option is LNG.  It doesn't present the kind

16   of -- nobody is saying there is no risk.  But I think

17   what you are hearing is, it presents a completely

18   different portfolio of risks and far less of those risks

19   than other sources do.

20             The next factor relative to cost is, and we've

21   -- the company has been very up-front in its filings

22   about the costs associated with each of the options.

23   It's included -- I don't know if it's 40, or 30, 40 page

24   analysis of the different options.  And included in that

25   are the costs.
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 1             That's been supplemented throughout this

 2   proceeding, and others have submitted testimony about

 3   the costs of other options.  That information is before

 4   you, and nobody is suggesting that the costs will change

 5   or that there is some difference that we need to be

 6   thinking about in the future that you -- isn't before

 7   you.

 8             The company has demonstrated that while it's

 9   not the cheapest conclusion, it is the best, least cost

10   solution for the problem.  And again we focus on the

11   problem.

12             I lastly want to just deal with this question

13   of an RFP because I think it's dominated a lot of the

14   discussion and a lot of the questions, and I don't think

15   that's inappropriate.  I think that's fine.  And I --

16   but I think we need to clarify what was done here.  What

17   does an RFP do?

18             Well, it's clear from this proceeding that an

19   RFP is -- what that means is in the eye of the beholder

20   a little bit.  Could the company have sent out an RFP

21   and said, "We'd like to send in an RFP for, you know,

22   on-system LNG solutions."  And we -- I suspect we would

23   have been here, and everybody would have said, "Well,

24   that's far too narrow."

25             So what did the company elect to do?  The
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 1   company elected to do an all-hands-on-deck, we're going

 2   to look at every single option that's within the

 3   reasonable thinking of the company.  And who were we

 4   talking about?  We are talking about gas supply at

 5   Dominion Energy Utah.  These people do this every day.

 6   They know who they -- to talk to.  They know who

 7   provides gas supply solutions because they deal with

 8   that all the time.

 9             So they cast this wide net, and I, personally

10   think that it's -- to me that seems like that the

11   justification for doing that is to come in and be able

12   to say to you, we didn't overly narrow the analysis.  We

13   kept it deliberately broad.  Why?  Because then we could

14   come in and say to you, "Here are the 15 or 20 options

15   that realistically could be pursued."

16             And some of them are easy to reject out of

17   hand, but you have before you the testimony of the

18   company with a substantial amount of paper showing the

19   procedures they went through, the factors they

20   considered on every one of these, and it's an extensive

21   analysis that assessed all the options.

22             Significantly, no party -- and you have heard

23   us ask the question of every witness.  No party has been

24   able to identify any option that wasn't considered.

25   None.  Now, that to me is a remarkable outcome because
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 1   you would say, "Well, the reason we do an RFP is, there

 2   might be somebody out there who has a solution."

 3             Nobody's come forward.  Nobody's intervened.

 4   Our people haven't been able to identify anybody, and so

 5   you say to yourself, if I am going to send an RFP out,

 6   aren't I just going to be sending it to the same people

 7   who have come before you and put information before you?

 8             The company submits that the evaluation

 9   process it undertook was comprehensive, that it looked

10   at every one of the factors in the statute, together

11   with a whole bunch of other factors that we have

12   communicated to you in this proceeding.  The company

13   then ran it through a decision matrix, which has been

14   submitted to you as part of the filings in this case.

15             I submit that a public utility that goes

16   through this process, that has its own expertise and

17   that essentially is unrefuted that there is additional

18   options that are out there that it didn't consider, that

19   it ought to be able to make these kinds of

20   recommendations and decisions based upon those factors

21   that it deems to be most important.  And it has done

22   that and submitted to you a recommendation.

23             A lot of discussion has been brought up about

24   Magnum, whether Magnum was fairly included in the

25   process or whether it got adequate information.  Here is
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 1   the point I wanted to make on cross with regard to that.

 2   If you read Ms. Faust's testimony, or you read the

 3   remaining testimony of the company, what you will find

 4   in there is that the company spent two years talking

 5   with these people.

 6             They sent engineers down there.  Mr. Holder

 7   admitted that there were, quote, numerous discussions

 8   with the company.  And we're led to believe that if you

 9   had some sort of more tailored RFP, that that process

10   would be vastly different.  Well, let's really think

11   about it.  Would it be different, or would we just be

12   coming back to you saying the same things?

13             What would be different?  Magnum's facility

14   would still be located where it's located.  It would

15   still have to connect up to the company's system using

16   an 80 to a 100 at least mile pipeline.  You are still

17   going to have the contract risks that you have with

18   every third party resource.  That's not going to change.

19             I can't imagine that Magnum will come in here

20   and say to you, "We will waive all force majeure

21   exclusions in our contract," particularly where they

22   filed -- where they are going to have a FERC tariff,

23   just like every other third party provider does.

24             We're not to change the delivery lo -- I mean

25   we vetted three different delivery locations with them.
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 1   We vetted -- we asked for engineering papers and didn't

 2   receive it.  We asked for cost information, and we

 3   didn't receive it.  We asked for information to do the

 4   due diligence to figure out if it's a viable entity.

 5             And you read in our testimony that there is

 6   some question by the company about the viability of this

 7   project.  It's been approved in 2011, and here we are in

 8   2018, and there's no natural gas resource coming out of

 9   that facility.  Why?  I don't know.  But I know that

10   that causes me great concern, and I think it's fair for

11   the company to think about that.

12             So what will change if you go and you have a

13   new process?  Well, what will change is, you will delay

14   the process by a significant amount of time, when the

15   company has already invested this amount of time to get

16   to this point.  And what you will do is, you will have

17   the parties submitting to you another round of testimony

18   or two rounds of testimony that I suspect will look very

19   much like it does here because many of the points that

20   are being made will be identical.

21             What we're looking for is a reliability

22   solution that provides instantaneous gas to the demand

23   center of the system.  That's never changed and was

24   discussed in detail with Magnum.  The suggestion that

25   they didn't know that we were looking for a reliability
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 1   solution, even in and of itself, a reliability solution,

 2   to me is pretty remarkable, given the number of

 3   discussions that went back and forth.  It was absolutely

 4   discussed.

 5             So where does that leave us?  Well, I think

 6   the decision before this commission should be, taken as

 7   a whole, what the company has done here, is it adequate

 8   to provide the kind of information you would get in an

 9   RFP if you could do one?  I frankly don't know how you

10   would structure an RFP in this circumstance.

11             RFPs -- and I am with Commissioner White.  I

12   see them most often in the power side of things, and you

13   usually see them where you are dealing with a very

14   commoditized situation or you are dealing with a

15   uniformity in the options that can be provided.  You

16   don't often see them in circumstances where you are

17   putting up -- you are asking for solutions.  That just

18   doesn't seem to lend itself very well for -- in part

19   because how do you compare the cost, non-cost attributes

20   in an RFP?  How do you assess those?  Kind of

21   information you get.

22             What you have here is, the company went and

23   did a robust process where they dug as deep as they

24   possibly could with every option.  In some cases, like

25   Magnum, where they don't want to disclose some
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 1   information, dipping can only go so deep because they

 2   don't want to disclose it.  And but the company did

 3   everything within its power to do what it can.

 4             In closing, I just want you to know, we submit

 5   that this process, we think, has been very extensive.

 6   People have had more than adequate time to consider the

 7   company's filings and the options.  It's been discussed

 8   since June of 2017 at least with regulators.  And the

 9   company's been doing everything within its power to

10   figure out the right solution.

11             And we submit that we not only met the burden

12   but that the factors that are in the statute weigh

13   heavily in favor of an LNG facility.  With that, I'll

14   conclude unless there are any questions.

15             CHAIRMAN LEVAR:  Commissioner Clark, any

16   questions?

17             COMMISSIONER CLARK:  No questions.  Thank you.

18             CHAIRMAN LEVAR:  Commissioner White?

19             COMMISSIONER WHITE:  No questions.  Thank you.

20             CHAIRMAN LEVAR:  I don't think I have any

21   either, so thank you, Mr. Sabin.  Mr. Jetter?

22             MR. JETTER:  Thank you.  I think the theme of

23   the division's position in this case and what it has

24   been throughout is simply the reality that there's a lot

25   of things we don't know.  And it's the company's burden
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 1   when seeking, particularly in this case, preapproval of

 2   costs for a major resource to answer a lot of these

 3   questions.

 4             And the first is the RFP.  The reality is the

 5   company has essentially represented that it apparently

 6   knows everybody who might participate and has already

 7   discussed it with them, which clearly is inconsistent

 8   with its own witness's testimony.  For example,

 9   Ms. Faust has testified that she receives e-mails from

10   solicitations wanting to be involved or asking questions

11   about a potential LNG facility.

12             We don't know what those are.  We don't know

13   if those companies would participate in an RFP were it

14   issued.  We simply don't know if there are other outside

15   parties that we don't know about.

16             Presumably, these RFP are published in some

17   type of industry publication where these people would

18   learn about them.  I think the claim that only those who

19   we know of and will direct an RFP paperwork to would be

20   the only people who might respond, I don't know that

21   that's accurate.

22             In addition, we don't know of those who may

23   have seen the initial RFPs and did not respond who might

24   respond to the new proposal, which seems to be

25   substantially different from what the two early RFPs
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 1   included.

 2             Importantly to that respect, the company has

 3   testified that some of the critical requirements are on

 4   system and company owned and controlled.  And if those

 5   are the requirements, then the company's probably right.

 6   There's no point in doing anything further.  There's

 7   only one entity that can come up with a competitive bid

 8   for its own RFP that requires that it essentially owns

 9   the project.

10             It might do an RFP for the construction of it,

11   but outside of that, that's the only option.  And if we

12   accept that as a requirement, I think we are sort of

13   throwing the least reasonable cost requirement out the

14   window because, as you heard the company's witnesses

15   testify, even if it were free, they may not accept it.

16             How that factors into a least reasonable cost,

17   I'm not sure.  But from our position, a free resource

18   that would solve 99 percent of this problem would sure

19   look a lot better than -- in a cost versus reliability

20   weighting, that would look better than a hundred percent

21   of the LNG's reliability at 200 plus million dollars.

22             I think there's been some description of an

23   LNG facility as being substantially better in a risk

24   analysis than alternative options, and I think that

25   needs to be put in a little bit better perspective here.
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 1   On a design peak day the company is relying on somewhere

 2   in the range of 800,000 decatherms of spot purchases,

 3   meaning I believe in that exhibit that's one year under

 4   contracts.  And that's providing in the range of 60

 5   percent of all of the gas flow on that day.

 6             An LNG facility can solve a little bit of a

 7   bubble in the supply shortfall.  It certainly is not on

 8   the scale that it would continue to provide adequate

 9   pressures in something like a major supply failure from

10   a pipeline rupture, for example.

11             I think we have heard testimony that Kern

12   River's pipeline, if it were entirely severed, would not

13   be able to be made up by the LNG facility.  So we're not

14   getting anywhere close to zero risk.  I think what we're

15   doing is, we're reducing risk from some level to some

16   lower level at a cost.

17             And doing it from that perspective, other

18   projects that may offer risk reduction at a lower cost

19   might be a better balance.  The problem is, again, that

20   we don't know what those are because we haven't had an

21   RFP that would take bids on an apples-to-apples basis to

22   see what other types of projects might be comparable in

23   output and comparable in risk management.

24             And just to give an easy example of this, if

25   you had a project that could provide ten days instead of

0451

 1   eight, I don't know what the probabilities of going into

 2   the ninth day of a shortfall of 150 decatherms is.  But

 3   that may be a greater probability than a freeze-off at a

 4   wellhead for an underground storage facility, for

 5   example.

 6             I don't know how to compare those

 7   probabilities.  I don't think we have testimony on it.

 8   We don't have anything in front of us to compare those

 9   two.  And I think you have also heard testimony from the

10   division's own witnesses that the LNG facility, as far

11   as the engineering of it, appears to be a reasonable

12   facility in terms of, it should be able to provide the

13   capacity that it is suggested by the company.

14             I don't think the division would suggest that

15   LNG facilities are bad or should not be on systems

16   generally.  I think it's the process that we've gone

17   through to get here that's troubling to us.  And in

18   order to meet all of the requirements of evaluating risk

19   and reliability and financial impacts, we really need

20   something like an RFP that would allow bidders to

21   compare and compete on an equal playing field so we can

22   compare what else is available in the market.

23             I think that concludes my closing statement.

24   If you have questions, I'm happy to answer them.

25             CHAIRMAN LEVAR:  Thank you, Mr. Jetter.
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 1   Commissioner White, any questions?

 2             COMMISSIONER WHITE:  No questions.  Thank you.

 3             CHAIRMAN LEVAR:  Commissioner Clark?

 4             COMMISSIONER CLARK:  No questions, thanks.

 5             CHAIRMAN LEVAR:  I do not either.  Thank you

 6   for your statement.  Mr. Snarr, do you want to add

 7   anything?

 8             MR. SNARR:  Be happy to provide our closing

 9   statement right now.

10             CHAIRMAN LEVAR:  Sure.

11             MR. SNARR:  Officer of Consumer Services

12   recommends that the commission deny the company's

13   request for approval of its decision to construct a

14   liquid natural gas or LNG facility.  As required by the

15   Utah Energy Resource Procurement Act, the company has

16   not met its burden of proof in demonstrating that such a

17   facility will result in reasonable cost -- the lowest

18   reasonable cost resource for retail customers or result

19   in the resource with the best long-term and short-term

20   impacts and risk and reliability.

21             The company has been in search of a problem to

22   justify its proposed LNG facility.  In connection with

23   that, the company has really not adequately defined or

24   documented its recent claims of supply reliability.  The

25   only outages that have occurred have been related to
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 1   situations where there's been minor equipment failures

 2   and are not gas supply related.  The company has

 3   admitted that for those five different outages, the LNG

 4   facility that was proposed would not have cured those

 5   situations.

 6             While cocounsel suggested there's a lot of

 7   things we don't know, I'd like to focus on the things

 8   that we do know.  With respect to supply shortfalls,

 9   there's been a document presented in this proceeding

10   that indicates for a period of seven years there's been

11   95 different instances of possible shortfall.

12             And none of those resulted in outages.  Those

13   shortfalls were all resolved with the different

14   connections and opportunities for the company to use

15   some of its diverse and redundant facilities.

16             And that didn't even include an analysis of

17   what was occurring on the other pipeline that supplies

18   the distribution system, Kern River.  That particular

19   slide really focused on just the instances of issues and

20   problems that have occurred with Questar Pipeline.

21             That evidence is really insufficient to show

22   that there is a gas supply reliability issue that needs

23   to be solved.  Without better understanding the

24   frequencies, magnitudes and causes of -- or remedies of

25   possible supply shortfalls, we're really scrambling to
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 1   try to figure out what the solutions might be.

 2             And it may not be the 150,000 LNG facility

 3   that's online with certain deliverability for eight

 4   days.  That just is a solution looking for

 5   justification.

 6             Let me recount some of the additional

 7   information about the supply shortfalls here.  There's

 8   never been outages along the Wasatch Front.  All those

 9   possible shortfalls or threats have been resolved.  The

10   evidence presented doesn't prove a relationship between

11   shortfalls and cold weather.  To put it another way,

12   Dominion has never met a shortfall it didn't like or

13   couldn't solve.

14             Also, the last design day to occur on the

15   Dominion system occurred 55 years ago.  They have done

16   an admirable job of setting up the design day criteria,

17   but with that criteria, Dominion has minimized its gas

18   supply risks, and through its own design day planning

19   and through the use of its various upstream supply

20   alternatives, it's been able to respond and resolve any

21   threats to their system.

22             The company also is uniquely situated with

23   five major city gates connected to the Questar Pipeline

24   and two additional interconnections that serve the

25   Wasatch Front from Kern River.  It has plans to add
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 1   another interconnection at Rose Park with Kern River.

 2             It could also upgrade its own facilities tied

 3   to Kern River at Eagle Mountain and Saratoga to better

 4   provide redundancy and pressure support to its own

 5   system and own high pressure feeder system.  It could

 6   also address issues along the Wasatch Front with an

 7   additional interconnect at Ruby pipeline.

 8             The company's sources of natural gas come from

 9   a very large geographic area, interconnected system, an

10   interconnected system, which offers many alternatives to

11   provide gas supply and ensure reliability.  There are

12   numerous wells that are accessed, too many to count or

13   to document here, accessing supply basins in fields that

14   are strewn all around the Rocky Mountains and

15   opportunities through that gas supply network to even

16   spread the diversity of supply to further reaches and

17   other locations.

18             Even processing plants are numerous and

19   provide a certain diversity and redundancy of gas supply

20   upstream facilities.

21             The company has not really thoroughly analyzed

22   through evidence what it could do to respond to

23   shortfall situations through the use of this extensive

24   network of upstream facilities.  It's in a very

25   different situation when it has seven current pipeline
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 1   interconnections that could easily be expanded to

 2   include a total of 11 if you look at Rose Park and Ruby

 3   connection and upgrading Eagle mountain and Saratoga.

 4             That puts this particular LDC in a very

 5   different position than the situation that Southwest Gas

 6   was in when it incurred its problems in Tucson.

 7             Constructing an LNG facility for the sole

 8   purpose of providing backup supply for design day peak

 9   demand is inconsistent with observed natural gas

10   practices.  They are not talking about putting the LNG

11   facility in the supply stack, but merely holding it over

12   here in case something doesn't show up from the supply

13   stack that they carefully planned for to meet their

14   design day needs.

15             In light of the state of the record and the

16   evidence in this case, we feel that they have failed to

17   meet their burden of proof to demonstrate that the LNG

18   facility is necessary, and that there has been a history

19   of working through the challenges of gas supply

20   shortfall that are -- that demonstrates they have the

21   ability to secure their system, secure gas supply, and

22   not unduly threaten the service that they provide to the

23   public.  And we would submit it on that basis.

24             CHAIRMAN LEVAR:  Thank you, Mr. Snarr.

25   Commissioner Clark, do you have any questions?
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 1             MR. JETTER:  No questions.

 2             CHAIRMAN LEVAR:  Commissioner White?

 3             COMMISSIONER WHITE:  No questions.  Thank you.

 4             CHAIRMAN LEVAR:  I don't either.  Thank you

 5   for your statement.  Mr. Russell, did you want to add

 6   anything?

 7             MR. RUSSELL:  Nothing on behalf of UAE.  Thank

 8   you.

 9             CHAIRMAN LEVAR:  Okay.  As the applicant, I

10   think it's probably appropriate if you want to provide a

11   few more brief comments before we close.

12             MR. SABIN:  Can I have one moment?

13             CHAIRMAN LEVAR:  It's not required though.

14   You don't have to.

15             MR. SABIN:  I think we're fine to submit on

16   that basis.  I think we made the points we wanted to

17   make.

18             CHAIRMAN LEVAR:  Okay.  Thank you.  Any

19   further matters from any party?

20             MR. SABIN:  None from us.

21             CHAIRMAN LEVAR:  Okay.  We will take the

22   matter under advisement and issue a written order, and

23   we're adjourned.  Thank you.

24             (The hearing concluded at 3:50 p.m.)

25
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		167						LN		300		17		false		              17        Q.   Thank you.  Mr. Mierzwa, yesterday you had				false

		168						LN		300		18		false		              18   some discussions with counsel for Dominion about gas				false

		169						LN		300		19		false		              19   supplies, and we were talking about on-system supplies				false

		170						LN		300		20		false		              20   and off-system supplies.  What is your understanding				false

		171						LN		300		21		false		              21   about the gas supplies that are accessed by Dominion to				false

		172						LN		300		22		false		              22   serve their, their needs?  Where are they located?				false

		173						LN		300		23		false		              23        A.   They are all located off system additionally.				false

		174						LN		300		24		false		              24        Q.   Okay.  Thank you.  Let me refer you now to the				false

		175						LN		300		25		false		              25   tech conference presentation.  I believe that was				false

		176						PG		301		0		false		page 301				false

		177						LN		301		1		false		               1   presented yesterday as Dominion Exhibit No. 12.  Do you				false

		178						LN		301		2		false		               2   have a copy of that in front of you, Mr. Mierzwa?  I'm				false

		179						LN		301		3		false		               3   not sure if that has 12 on it.				false

		180						LN		301		4		false		               4        A.   Yes, it does.				false

		181						LN		301		5		false		               5        Q.   Okay.  And I'd like you to turn to page 12 of				false

		182						LN		301		6		false		               6   that presentation.  Do you have that in front of you?				false

		183						LN		301		7		false		               7        A.   I do.				false

		184						LN		301		8		false		               8        Q.   With respect to slide 12, is -- what is your				false

		185						LN		301		9		false		               9   understanding of what is portrayed there in that graph?				false

		186						LN		301		10		false		              10        A.   This graph shows the company's sources of gas				false

		187						LN		301		11		false		              11   supply that they would be using on a design day.  It's				false

		188						LN		301		12		false		              12   sometimes, I guess, been referred to as a supply stack.				false

		189						LN		301		13		false		              13        Q.   And this specifically is labeled 2018, 2019				false

		190						LN		301		14		false		              14   sources for peak day.  Is that correct?				false

		191						LN		301		15		false		              15        A.   That's correct.				false

		192						LN		301		16		false		              16        Q.   Now, you have reviewed the testimony in this				false

		193						LN		301		17		false		              17   proceeding and are aware of the proposal to build and				false

		194						LN		301		18		false		              18   have an LNG facility available.  What's your				false

		195						LN		301		19		false		              19   understanding about the use of that LNG facility as it				false

		196						LN		301		20		false		              20   relates to gas supplies in this peak day supply stack?				false

		197						LN		301		21		false		              21        A.   The LNG facility would not be included in the				false

		198						LN		301		22		false		              22   supply stack.  It would be a backup source of supply.				false

		199						LN		301		23		false		              23        Q.   And that's notwithstanding peak shaving or gas				false

		200						LN		301		24		false		              24   reliability or whatever labels you put on it?				false

		201						LN		301		25		false		              25        A.   I'm sorry.  I didn't --				false

		202						PG		302		0		false		page 302				false

		203						LN		302		1		false		               1        Q.   Never mind.  I'll withdraw that question.				false

		204						LN		302		2		false		               2   Focusing right now on spot gas, peaking purchases and				false

		205						LN		302		3		false		               3   base load purchases, did you participate in discovery				false

		206						LN		302		4		false		               4   efforts on behalf of the Office of Consumer Services to				false

		207						LN		302		5		false		               5   find out more about the sources of these purchased gas				false

		208						LN		302		6		false		               6   supplies?				false

		209						LN		302		7		false		               7        A.   Yes, I did.				false

		210						LN		302		8		false		               8        Q.   And I'd like to now direct you to exhibits				false

		211						LN		302		9		false		               9   that were attached to your direct testimony.  And I				false

		212						LN		302		10		false		              10   think there is several that are part of what is				false

		213						LN		302		11		false		              11   denominated Exhibit No. 2.1, but specifically I'd like				false

		214						LN		302		12		false		              12   to direct your attention in that package of materials to				false

		215						LN		302		13		false		              13   an item labeled OCS data request.  Well, it's a response				false

		216						LN		302		14		false		              14   to OCS data request No. 2.02.  Do you have that in front				false

		217						LN		302		15		false		              15   of you?				false

		218						LN		302		16		false		              16        A.   Yes, I do.				false

		219						LN		302		17		false		              17        Q.   And what does it say in that response from the				false

		220						LN		302		18		false		              18   company as it relates to the sources of gas that are				false

		221						LN		302		19		false		              19   purchased by the company?				false

		222						LN		302		20		false		              20        A.   It says that -- well, the question asks for				false

		223						LN		302		21		false		              21   provide a monthly summary or estimate for the winter of				false

		224						LN		302		22		false		              22   2018, 2019, identifying the quantity of gas purchased by				false

		225						LN		302		23		false		              23   the company that flowed through a processing facility.				false

		226						LN		302		24		false		              24   And the answer is partially conf -- part of the answer				false

		227						LN		302		25		false		              25   is confidential, but that part that isn't says, "The				false

		228						PG		303		0		false		page 303				false

		229						LN		303		1		false		               1   company does not know where gas comes from prior to the				false

		230						LN		303		2		false		               2   point of purchase from a plant."				false

		231						LN		303		3		false		               3        Q.   It also indicates that if it's purchased at				false

		232						LN		303		4		false		               4   the outlet of a plant, it can be assumed that it was				false

		233						LN		303		5		false		               5   processed there, right?				false

		234						LN		303		6		false		               6        A.   Yes.  It says that, yes.				false

		235						LN		303		7		false		               7        Q.   Now, referring to the confidential attachment,				false

		236						LN		303		8		false		               8   and I don't believe my questions will need to close the				false

		237						LN		303		9		false		               9   hearing, have you reviewed the various different points				false

		238						LN		303		10		false		              10   of purchase?  How many -- approximately how many				false

		239						LN		303		11		false		              11   different places do they purchase gas from that come				false

		240						LN		303		12		false		              12   into the Questar pipeline?				false

		241						LN		303		13		false		              13        A.   It looks like about two dozen.				false

		242						LN		303		14		false		              14        Q.   Okay.  And there's a number of those locations				false

		243						LN		303		15		false		              15   of purchase that reflect that it's being purchased at				false

		244						LN		303		16		false		              16   the outlet of a plant; is that correct?				false

		245						LN		303		17		false		              17        A.   Correct.				false

		246						LN		303		18		false		              18        Q.   Rough estimate, how many plants are listed				false

		247						LN		303		19		false		              19   there?				false

		248						LN		303		20		false		              20        A.   I -- on this list I see four or five.				false

		249						LN		303		21		false		              21        Q.   Okay.  Thank you.  Now, turning to an exhibit				false

		250						LN		303		22		false		              22   that we presented yesterday as OCS Hearing Cross Exhibit				false

		251						LN		303		23		false		              23   No. 6 we submitted into evidence yesterday, this asks				false

		252						LN		303		24		false		              24   similar questions related to the Wexpro cost of service				false

		253						LN		303		25		false		              25   gas.  Do you have that document in front of you?				false

		254						PG		304		0		false		page 304				false

		255						LN		304		1		false		               1        A.   Yes, I do.				false

		256						LN		304		2		false		               2        Q.   And could you -- does this list the various				false

		257						LN		304		3		false		               3   different fields where Wexpro gas comes from?				false

		258						LN		304		4		false		               4        A.   Yes, it does.				false

		259						LN		304		5		false		               5        Q.   And in item sub B, does it list the different				false

		260						LN		304		6		false		               6   plants that are used?				false

		261						LN		304		7		false		               7        A.   Yes, it does.				false

		262						LN		304		8		false		               8        Q.   And in item C it lists some pipelines that are				false

		263						LN		304		9		false		               9   relied upon in bringing that Wexpro gas to Questar;				false

		264						LN		304		10		false		              10   isn't that right?				false

		265						LN		304		11		false		              11        A.   Yes, it does.				false

		266						LN		304		12		false		              12        Q.   Was there a simple question that was asked				false

		267						LN		304		13		false		              13   about the other pipelines that support the delivery of				false

		268						LN		304		14		false		              14   gas supplies to Questar Pipeline?				false

		269						LN		304		15		false		              15        A.   Yes, there was.  It was question OCS 2.06.				false

		270						LN		304		16		false		              16        Q.   And that's part of your initial Exhibit No.				false

		271						LN		304		17		false		              17   2.1; isn't that right?				false

		272						LN		304		18		false		              18        A.   That's correct.				false

		273						LN		304		19		false		              19        Q.   Now, let's review that for just a minute.				false

		274						LN		304		20		false		              20   That shows both -- it shows the direction of flow; isn't				false

		275						LN		304		21		false		              21   that correct?				false

		276						LN		304		22		false		              22        A.   Yes, it does.				false

		277						LN		304		23		false		              23        Q.   What are the pipelines listed here that				false

		278						LN		304		24		false		              24   indicate that DEQP is receiving gas supplies from the				false

		279						LN		304		25		false		              25   listed pipeline?				false

		280						PG		305		0		false		page 305				false

		281						LN		305		1		false		               1        A.   It lists DEQ -- DEQP is receiving gas from				false

		282						LN		305		2		false		               2   Colorado Interstate Gas Company, Dominion Energy				false

		283						LN		305		3		false		               3   Overthrust, obviously Kern River, Southern Star Central				false

		284						LN		305		4		false		               4   Gas pipeline, and White River Hub.				false

		285						LN		305		5		false		               5        Q.   And what about Northwest pipeline?				false

		286						LN		305		6		false		               6        A.   I'm sorry.  And Northwest pipeline.				false

		287						LN		305		7		false		               7        Q.   Okay.  So gas supplies can be received from				false

		288						LN		305		8		false		               8   any of these pipelines presumably in support of the				false

		289						LN		305		9		false		               9   purchases being made and delivered into Questar				false

		290						LN		305		10		false		              10   Pipeline; isn't that right?				false

		291						LN		305		11		false		              11        A.   That's what the response says, yes.				false

		292						LN		305		12		false		              12        Q.   Okay.  Now I'd like you to refer to Exhibit				false

		293						LN		305		13		false		              13   2.02.  This was discussed yesterday by Mr. Pratt, but				false

		294						LN		305		14		false		              14   it's the map that shows kind of a simplified version of				false

		295						LN		305		15		false		              15   the Questar Pipeline.  Do you have that in front of you?				false

		296						LN		305		16		false		              16        A.   Yes, I do.				false

		297						LN		305		17		false		              17             MR. SABIN:  Sorry.  What was that again,				false

		298						LN		305		18		false		              18   Counsel?				false

		299						LN		305		19		false		              19             MR. SNARR:  It's -- it's the map exhibit that				false

		300						LN		305		20		false		              20   is part of Dominion's Exhibit 2.02 and was discussed				false

		301						LN		305		21		false		              21   yesterday as part of what was presented here on the				false

		302						LN		305		22		false		              22   screen.				false

		303						LN		305		23		false		              23        Q.   (By Mr. Snarr) Looking at that map, can you				false

		304						LN		305		24		false		              24   just -- it does show principal producing basins there in				false

		305						LN		305		25		false		              25   gray; is that correct?				false

		306						PG		306		0		false		page 306				false

		307						LN		306		1		false		               1        A.   Yes, it does.				false

		308						LN		306		2		false		               2        Q.   Could you just list those for us so that we				false

		309						LN		306		3		false		               3   understand all the producing basins that are				false

		310						LN		306		4		false		               4   interconnected and supplying gas?				false

		311						LN		306		5		false		               5        A.   On this map it shows the Green River, Skull				false

		312						LN		306		6		false		               6   Creek, Sand Wash, Piceance, Paradox, and Overthrust.				false

		313						LN		306		7		false		               7        Q.   And you missed Uintah there, didn't you?				false

		314						LN		306		8		false		               8        A.   I'm sorry.  And Uintah.				false

		315						LN		306		9		false		               9        Q.   And just for clarification, it's probably a				false

		316						LN		306		10		false		              10   secret only known to those who play in the arena here.				false

		317						LN		306		11		false		              11   It's the Piceance Basin in Colorado.				false

		318						LN		306		12		false		              12             Now, as you have looked at this system,				false

		319						LN		306		13		false		              13   what -- this map, what is the light blue line there as				false

		320						LN		306		14		false		              14   far as this map is portraying?				false

		321						LN		306		15		false		              15        A.   It shows Northwest Pipeline.				false

		322						LN		306		16		false		              16        Q.   It shows Northwest Pipeline extending north				false

		323						LN		306		17		false		              17   going up past Overthrust, and it also shows it going				false

		324						LN		306		18		false		              18   south past Monticello; is that correct?				false

		325						LN		306		19		false		              19        A.   That's correct.				false

		326						LN		306		20		false		              20        Q.   Have you had a chance to look at a map related				false

		327						LN		306		21		false		              21   to Northwest Pipeline to see the extent of possible				false

		328						LN		306		22		false		              22   other supply basins that might be reached by Northwest?				false

		329						LN		306		23		false		              23        A.   Yes.				false

		330						LN		306		24		false		              24        Q.   And would it be fair to say that they can				false

		331						LN		306		25		false		              25   access gas supplies in the San Juan basin?				false

		332						PG		307		0		false		page 307				false

		333						LN		307		1		false		               1        A.   Yes.				false

		334						LN		307		2		false		               2        Q.   And isn't it also true that Northwest accesses				false

		335						LN		307		3		false		               3   gas supplies coming in from Canada?				false

		336						LN		307		4		false		               4        A.   Yes, it does.				false

		337						LN		307		5		false		               5        Q.   And so what are the benefits of gas supply				false

		338						LN		307		6		false		               6   diversity as you see it?				false

		339						LN		307		7		false		               7        A.   Well, if there's something affecting one area				false

		340						LN		307		8		false		               8   where there's a gas supply disruption, if you are				false

		341						LN		307		9		false		               9   diversified, it doesn't -- the impact is reduced and				false

		342						LN		307		10		false		              10   there's other alternatives you can rely on.				false

		343						LN		307		11		false		              11        Q.   And do those same principles of diversity				false

		344						LN		307		12		false		              12   apply to possible plant usage and plant outages?				false

		345						LN		307		13		false		              13        A.   Yes.				false

		346						LN		307		14		false		              14             MR. SNARR:  Okay.  I have no further				false

		347						LN		307		15		false		              15   questions.				false

		348						LN		307		16		false		              16             CHAIRMAN LEVAR:  Okay.  Thank you.  Any				false

		349						LN		307		17		false		              17   recross?				false

		350						LN		307		18		false		              18             MR. SABIN:  Just a couple of questions.				false

		351						LN		307		19		false		              19                      RECROSS-EXAMINATION				false

		352						LN		307		20		false		              20   BY MR. SABIN:				false

		353						LN		307		21		false		              21        Q.   Mr. Mierzwa, if you would look at slide 12				false

		354						LN		307		22		false		              22   with me for a moment on the Exhibit, DEU Exhibit 12, the				false

		355						LN		307		23		false		              23   technical conference slide deck.				false

		356						LN		307		24		false		              24        A.   You say supply deck?				false

		357						LN		307		25		false		              25        Q.   This, this document here.				false

		358						PG		308		0		false		page 308				false

		359						LN		308		1		false		               1        A.   All right.				false

		360						LN		308		2		false		               2        Q.   On a very cold or even a peak demand, a design				false

		361						LN		308		3		false		               3   peak day, you wouldn't expect there to be a lot of				false

		362						LN		308		4		false		               4   flexibility in the market on spot purchases, would you?				false

		363						LN		308		5		false		               5   There wouldn't be a lot of availability, right, because				false

		364						LN		308		6		false		               6   everybody's wanting to get gas?				false

		365						LN		308		7		false		               7        A.   I think the market would ration itself out at				false

		366						LN		308		8		false		               8   price.				false

		367						LN		308		9		false		               9        Q.   Assuming there was supply, right?				false

		368						LN		308		10		false		              10        A.   I have never seen -- I have never run across				false

		369						LN		308		11		false		              11   an instance where somebody couldn't get gas if they are				false

		370						LN		308		12		false		              12   willing to pay the price.				false

		371						LN		308		13		false		              13        Q.   Well, it happened down in 2011, didn't it, in				false

		372						LN		308		14		false		              14   Southwest Gas?				false

		373						LN		308		15		false		              15        A.   Southwest Gas.  That's --				false

		374						LN		308		16		false		              16        Q.   No matter how much spot purchase was available				false

		375						LN		308		17		false		              17   on other pipelines, they couldn't get it because there				false

		376						LN		308		18		false		              18   just wasn't availability in the area they were on,				false

		377						LN		308		19		false		              19   right?				false

		378						LN		308		20		false		              20        A.   They were connected to one pipeline, and the				false

		379						LN		308		21		false		              21   pipeline failed.				false

		380						LN		308		22		false		              22        Q.   So is it -- it would be a risky assumption at				false

		381						LN		308		23		false		              23   the least to rely on the availability of spot purchases				false

		382						LN		308		24		false		              24   in the event of a design peak day.  Wouldn't you agree				false

		383						LN		308		25		false		              25   with that?				false

		384						PG		309		0		false		page 309				false

		385						LN		309		1		false		               1        A.   Well, the company looks like it's relying on				false

		386						LN		309		2		false		               2   50 percent of them for half its stack.				false

		387						LN		309		3		false		               3        Q.   Yeah, but well below the top when you get up				false

		388						LN		309		4		false		               4   to a design peak day.  They are relying on them.  They				false

		389						LN		309		5		false		               5   have got Clay Basin and the aquifers before you get to				false

		390						LN		309		6		false		               6   that kind of demand level, don't you?				false

		391						LN		309		7		false		               7        A.   Right, but they are purchasing the spot gas on				false

		392						LN		309		8		false		               8   the design day.				false

		393						LN		309		9		false		               9        Q.   They are purchasing the gas up to almost 1.2				false

		394						LN		309		10		false		              10   million, right?				false

		395						LN		309		11		false		              11        A.   Yes.				false

		396						LN		309		12		false		              12        Q.   Right?  The design peak day doesn't arrive				false

		397						LN		309		13		false		              13   until above that; isn't that true?  So isn't the company				false

		398						LN		309		14		false		              14   reserving Clay Basin and the aquifers as a last -- on				false

		399						LN		309		15		false		              15   this supply stack, they are not going to use those until				false

		400						LN		309		16		false		              16   they are maxed out on spot purchase.  Isn't that what				false

		401						LN		309		17		false		              17   this is saying?				false

		402						LN		309		18		false		              18        A.   I don't get that they are being maxed out on				false

		403						LN		309		19		false		              19   spot purchases.  I'm not -- it doesn't say that they				false

		404						LN		309		20		false		              20   can't use more spot gas.				false

		405						LN		309		21		false		              21        Q.   Okay.  Let me go back to my original question.				false

		406						LN		309		22		false		              22   Don't you think that if your supply reliability resource				false

		407						LN		309		23		false		              23   was just to rely on spot purchases, that that's a very				false

		408						LN		309		24		false		              24   risky proposal?  Because you are assuming there will be				false

		409						LN		309		25		false		              25   available spot purchases, and you will -- you are				false

		410						PG		310		0		false		page 310				false

		411						LN		310		1		false		               1   assuming you will get them at reasonable prices?				false

		412						LN		310		2		false		               2        A.   Well, usually companies don't rely a lot on				false

		413						LN		310		3		false		               3   spot gas.  They call it firm gas.  I don't know why they				false

		414						LN		310		4		false		               4   are being called spot gas here.  But generally it's firm				false

		415						LN		310		5		false		               5   gas under firm arrangements --				false

		416						LN		310		6		false		               6        Q.   So you are talking about --				false

		417						LN		310		7		false		               7        A.   And priced at -- priced at spot market prices.				false

		418						LN		310		8		false		               8        Q.   Yeah.  How long does it take to schedule and				false

		419						LN		310		9		false		               9   receive gas in that process?				false

		420						LN		310		10		false		              10        A.   It generally takes a day.				false

		421						LN		310		11		false		              11        Q.   So if you had a problem, you are going to wait				false

		422						LN		310		12		false		              12   at least a day before that even is an option, right?				false

		423						LN		310		13		false		              13        A.   No.  Well, you have times during the day to				false

		424						LN		310		14		false		              14   buy gas.  You also have, you know, the nomination				false

		425						LN		310		15		false		              15   cycles.  There's -- I forgot, there's four.  There's				false

		426						LN		310		16		false		              16   five now.  Or there was four.  You don't have to -- you				false

		427						LN		310		17		false		              17   can buy it later than one day in advance.				false

		428						LN		310		18		false		              18        Q.   Okay.  So I'm going to ask you a question I				false

		429						LN		310		19		false		              19   asked you yesterday.  If you are putting yourself in				false

		430						LN		310		20		false		              20   Tina Faust's shoes, and it's you that gets the call at				false

		431						LN		310		21		false		              21   three in the morning that there's going to be a problem				false

		432						LN		310		22		false		              22   with the supply, are you comfortable relying on spot				false

		433						LN		310		23		false		              23   purchases?				false

		434						LN		310		24		false		              24        A.   I would have made some other sort of				false

		435						LN		310		25		false		              25   arrangement.				false

		436						PG		311		0		false		page 311				false

		437						LN		311		1		false		               1        Q.   Okay.  I think we all agree.  We would agree				false

		438						LN		311		2		false		               2   with you on that.  Okay.				false

		439						LN		311		3		false		               3             Now, Mr. -- or your counsel, Mr. Snarr, asked				false

		440						LN		311		4		false		               4   you about the sources of the gas.  You were here				false

		441						LN		311		5		false		               5   yesterday for Ms. Faust's testimony and you heard her				false

		442						LN		311		6		false		               6   say, "I think that the company's entered into long-term				false

		443						LN		311		7		false		               7   contracts and some short-term contracts to buy gas				false

		444						LN		311		8		false		               8   mostly in Utah and Wyoming."  Do we agree with that?				false

		445						LN		311		9		false		               9        A.   I don't -- I don't recall that testimony.				false

		446						LN		311		10		false		              10        Q.   Okay.  Well, are you willing to accept that				false

		447						LN		311		11		false		              11   subject to check, that that's where the gas comes from?				false

		448						LN		311		12		false		              12        A.   Subject to check, yes.				false

		449						LN		311		13		false		              13        Q.   Okay.  Have you checked to see whether there's				false

		450						LN		311		14		false		              14   even any available supply on the Northwest Pipeline				false

		451						LN		311		15		false		              15   that's available to -- for the company to take?  Do you				false

		452						LN		311		16		false		              16   even know whether that exists?				false

		453						LN		311		17		false		              17        A.   I assume that there's gas available on a				false

		454						LN		311		18		false		              18   pipeline.				false

		455						LN		311		19		false		              19        Q.   Do you know whether there's gas available for				false

		456						LN		311		20		false		              20   the company to purchase on that pipeline?				false

		457						LN		311		21		false		              21        A.   I have not conducted an analysis to see if				false

		458						LN		311		22		false		              22   there are -- there are suppliers available, but I assume				false

		459						LN		311		23		false		              23   that, just like any other pipeline, there's spot				false

		460						LN		311		24		false		              24   markets, and if you pay the price, you get the gas.				false

		461						LN		311		25		false		              25        Q.   I'd like you to look at this Exhibit OCS -- I				false

		462						PG		312		0		false		page 312				false

		463						LN		312		1		false		               1   don't know.  I don't remember what exhibit it was.  2.1,				false

		464						LN		312		2		false		               2   excuse me.  2.1 to your direct testimony, I believe it				false

		465						LN		312		3		false		               3   is.  You were asked about this.  It's a data request.				false

		466						LN		312		4		false		               4             MR. SNARR:  Is that 2.06 in terms of the data				false

		467						LN		312		5		false		               5   request response?				false

		468						LN		312		6		false		               6             MR. SABIN:  Yes.				false

		469						LN		312		7		false		               7             MR. SNARR:  Thank you.				false

		470						LN		312		8		false		               8        A.   I have it.				false

		471						LN		312		9		false		               9        Q.   (By Mr. Sabin)  The actual question there is				false

		472						LN		312		10		false		              10   to please identify the interstate pipeline on which DEQP				false

		473						LN		312		11		false		              11   is interconnected, and then it says, "Please explain				false

		474						LN		312		12		false		              12   whether DEQP receives and delivers gas to each				false

		475						LN		312		13		false		              13   interstate pipeline during the winter season."				false

		476						LN		312		14		false		              14             These are pipelines that may deliver gas into				false

		477						LN		312		15		false		              15   DEQP, but that doesn't mean those are pipelines where				false

		478						LN		312		16		false		              16   the company gets gas from these pipelines; isn't that				false

		479						LN		312		17		false		              17   right?  Just because these pipelines have gas that goes				false

		480						LN		312		18		false		              18   into DEQP doesn't mean that DEU buys gas or gets gas				false

		481						LN		312		19		false		              19   from these pipelines?				false

		482						LN		312		20		false		              20        A.   No.  That does not mean that DEU buys gas on				false

		483						LN		312		21		false		              21   these pipelines, but I don't see any reason why they				false

		484						LN		312		22		false		              22   couldn't.				false

		485						LN		312		23		false		              23        Q.   Well, again, have you gone and looked at any				false

		486						LN		312		24		false		              24   of these pipelines and the availability of supply on				false

		487						LN		312		25		false		              25   those pipelines over the years?				false

		488						PG		313		0		false		page 313				false

		489						LN		313		1		false		               1        A.   Well, it's my opinion -- it's my experience				false

		490						LN		313		2		false		               2   that gas is a competitive commodity, and if you are				false

		491						LN		313		3		false		               3   going to pay the price, you are going to get the gas.				false

		492						LN		313		4		false		               4        Q.   Right.  And we're assuming on a supply -- on a				false

		493						LN		313		5		false		               5   design peak day, again, that this supply would be				false

		494						LN		313		6		false		               6   available.  And if you are going to go -- you are going				false

		495						LN		313		7		false		               7   to go buy -- you are suggesting that reliability ought				false

		496						LN		313		8		false		               8   to rely on pipelines that are even further distant than				false

		497						LN		313		9		false		               9   the supply sources that the company is relying on?				false

		498						LN		313		10		false		              10        A.   I am sorry.  Could you repeat that.  I lost				false

		499						LN		313		11		false		              11   your --				false

		500						LN		313		12		false		              12        Q.   Would you agree with me that these other				false

		501						LN		313		13		false		              13   pipelines that deliver gas here that you are talking				false

		502						LN		313		14		false		              14   about, that the company is talking about in its				false

		503						LN		313		15		false		              15   response, they are not closer to the company's demand				false

		504						LN		313		16		false		              16   center; they are further away?				false

		505						LN		313		17		false		              17        A.   Yes.  They are further away, but that				false

		506						LN		313		18		false		              18   shouldn't be a -- something that stops the company from				false

		507						LN		313		19		false		              19   buying the gas.				false

		508						LN		313		20		false		              20        Q.   You don't think that the risk of supply				false

		509						LN		313		21		false		              21   interruptions is greater the more distance and the more				false

		510						LN		313		22		false		              22   impediments you potentially have between you and the gas				false

		511						LN		313		23		false		              23   supply?				false

		512						LN		313		24		false		              24        A.   Technically yes, but you have got a lot of				false

		513						LN		313		25		false		              25   companies on the East Coast that buy gas, that used to				false

		514						PG		314		0		false		page 314				false

		515						LN		314		1		false		               1   buy all their gas in the Gulf Coast, and gas traveled				false

		516						LN		314		2		false		               2   thousands and thousands of miles.				false

		517						LN		314		3		false		               3        Q.   And I guess the point there is, they used to?				false

		518						LN		314		4		false		               4   Right?				false

		519						LN		314		5		false		               5        A.   Right.  They don't any --				false

		520						LN		314		6		false		               6        Q.   Now they have underground storage and LNG				false

		521						LN		314		7		false		               7   plants and --				false

		522						LN		314		8		false		               8        A.   No.  They have Marcellus shale gas				false

		523						LN		314		9		false		               9   in western --				false

		524						LN		314		10		false		              10        Q.   And Marcellus.  They have Marcellus too.  But				false

		525						LN		314		11		false		              11   the majority of the LNG plants we looked at yesterday				false

		526						LN		314		12		false		              12   are located up in the northwest United States; isn't				false

		527						LN		314		13		false		              13   that right?				false

		528						LN		314		14		false		              14        A.   In capacity-constrained areas.  That's why				false

		529						LN		314		15		false		              15   they have LNG for capacity.				false

		530						LN		314		16		false		              16        Q.   Okay.  In any event, you would have to, for				false

		531						LN		314		17		false		              17   this proposal that you are talking about or this				false

		532						LN		314		18		false		              18   discussion you have had with your counsel, you would				false

		533						LN		314		19		false		              19   have to enter into long-term gas supply contracts,				false

		534						LN		314		20		false		              20   right?  Or you would suggest that, I think is what you				false

		535						LN		314		21		false		              21   were saying.				false

		536						LN		314		22		false		              22        A.   Well, I -- no, not long -- long-term in the				false

		537						LN		314		23		false		              23   industry means long -- generally for gas supply means				false

		538						LN		314		24		false		              24   longer than one year.  Generally there -- companies				false

		539						LN		314		25		false		              25   usually enter into seasonal supplies, winter months.				false

		540						PG		315		0		false		page 315				false

		541						LN		315		1		false		               1        Q.   So are you talking --				false

		542						LN		315		2		false		               2        A.   Five winter months.				false

		543						LN		315		3		false		               3        Q.   What duration of contract are you talking				false

		544						LN		315		4		false		               4   about?  Are you talking about an interday contract?  Are				false

		545						LN		315		5		false		               5   you talking about a monthly con -- what kind of contract				false

		546						LN		315		6		false		               6   are you talking about?				false

		547						LN		315		7		false		               7        A.   A typical gas purchase contract or that would				false

		548						LN		315		8		false		               8   be applicable or would be in effect for the winter				false

		549						LN		315		9		false		               9   season.				false

		550						LN		315		10		false		              10        Q.   Okay.  So you are talking a seasonal gas				false

		551						LN		315		11		false		              11   supply contract.  Okay.  Right, and the company already				false

		552						LN		315		12		false		              12   assessed that, did it not, in its Option 1 of its				false

		553						LN		315		13		false		              13   analysis?  It already went out and said, "We could do				false

		554						LN		315		14		false		              14   this, and here is the cost associated with it.  Here is				false

		555						LN		315		15		false		              15   how much extra capacity you would have to purchase, and				false

		556						LN		315		16		false		              16   here is all the details."  Isn't that what the company				false

		557						LN		315		17		false		              17   did in Option 1?				false

		558						LN		315		18		false		              18        A.   That was part of Option 1.				false

		559						LN		315		19		false		              19             MR. SABIN:  Okay.  I don't think I have any				false

		560						LN		315		20		false		              20   further questions.				false

		561						LN		315		21		false		              21             CHAIRMAN LEVAR:  Okay.  Thank you.  Did you				false

		562						LN		315		22		false		              22   want to do any more?				false

		563						LN		315		23		false		              23             MR. SNARR:  Just one question that has been				false

		564						LN		315		24		false		              24   raised that needs to be addressed.				false

		565						LN		315		25		false		              25             CHAIRMAN LEVAR:  Okay.  Thank you.  Go ahead.				false

		566						PG		316		0		false		page 316				false

		567						LN		316		1		false		               1                     REDIRECT EXAMINATION				false

		568						LN		316		2		false		               2   BY MR. SNARR:				false

		569						LN		316		3		false		               3        Q.   Mr. Mierzwa, I'd like to direct your attention				false

		570						LN		316		4		false		               4   back to your Exhibit 2.1, and within that exhibit the				false

		571						LN		316		5		false		               5   response to OCS data request 2.02.  Do you have that in				false

		572						LN		316		6		false		               6   terms of the basic response provided by the company?				false

		573						LN		316		7		false		               7   2.02, the written response provided by the company.				false

		574						LN		316		8		false		               8        A.   Two point -- OCS 2.02?				false

		575						LN		316		9		false		               9        Q.   Yes.				false

		576						LN		316		10		false		              10        A.   Yes, I have it.				false

		577						LN		316		11		false		              11        Q.   And there's an answer there that's provided by				false

		578						LN		316		12		false		              12   Dominion.  Could you just read the second sentence of				false

		579						LN		316		13		false		              13   that answer?				false

		580						LN		316		14		false		              14        A.   "The company does not know where the gas comes				false

		581						LN		316		15		false		              15   from prior to the point of purchase."				false

		582						LN		316		16		false		              16             MR. SNARR:  Thank you.  I have no further				false

		583						LN		316		17		false		              17   questions.				false

		584						LN		316		18		false		              18             CHAIRMAN LEVAR:  Thank you.  Commissioner				false

		585						LN		316		19		false		              19   Clark, do you have any questions for Mr. Mierzwa?				false

		586						LN		316		20		false		              20             COMMISSIONER CLARK:  No questions.  Thank you.				false

		587						LN		316		21		false		              21             CHAIRMAN LEVAR:  Commissioner White?				false

		588						LN		316		22		false		              22             COMMISSIONER WHITE:  No questions.  Thank you.				false

		589						LN		316		23		false		              23             CHAIRMAN LEVAR:  I don't have anything				false

		590						LN		316		24		false		              24   further.  Thank you for your testimony yesterday and				false

		591						LN		316		25		false		              25   this morning.				false

		592						PG		317		0		false		page 317				false

		593						LN		317		1		false		               1             MR. SNARR:  May Mr. Mierzwa be excused now?				false

		594						LN		317		2		false		               2             CHAIRMAN LEVAR:  I'll just ask if any party or				false

		595						LN		317		3		false		               3   commissioner in the room has any reason not to excuse				false

		596						LN		317		4		false		               4   him.  I am not seeing any, so he is excused.  Thank you.				false

		597						LN		317		5		false		               5   And I think we had discussed at this point going to the				false

		598						LN		317		6		false		               6   Magnum witnesses.  Mr. Dodge.				false

		599						LN		317		7		false		               7             MR. DODGE:  Yes.  Thank you, Mr. Chairman.				false

		600						LN		317		8		false		               8   Thank you and the parties for allowing us to go out of				false

		601						LN		317		9		false		               9   order.  Magnum would like to call Kevin Holder.				false

		602						LN		317		10		false		              10             COURT REPORTER:  And you are going to be				false

		603						LN		317		11		false		              11   facing away from me, sir, so if you could be sure you				false

		604						LN		317		12		false		              12   are talking right into your mic.				false

		605						LN		317		13		false		              13             THE WITNESS:  You bet.				false

		606						LN		317		14		false		              14             CHAIRMAN LEVAR:  Do you swear to tell the				false

		607						LN		317		15		false		              15   truth?				false

		608						LN		317		16		false		              16             THE WITNESS:  I do.				false

		609						LN		317		17		false		              17             CHAIRMAN LEVAR:  Thank you.				false

		610						LN		317		18		false		              18                         KEVIN HOLDER,				false

		611						LN		317		19		false		              19   was called as a witness, and having been first duly				false

		612						LN		317		20		false		              20   sworn to tell the truth, testified as follows:				false

		613						LN		317		21		false		              21                      DIRECT EXAMINATION				false

		614						LN		317		22		false		              22   BY MR. DODGE:				false

		615						LN		317		23		false		              23        Q.   Mr. Holder, can you state your name and your				false

		616						LN		317		24		false		              24   business address?				false

		617						LN		317		25		false		              25        A.   My name is Kevin Holder.  My business address				false

		618						PG		318		0		false		page 318				false

		619						LN		318		1		false		               1   is 3165 East Millrock Drive, Suite 330, Holladay, Utah.				false

		620						LN		318		2		false		               2        Q.   By whom are you employed and in what capacity?				false

		621						LN		318		3		false		               3        A.   I am the executive vice president of Magnum				false

		622						LN		318		4		false		               4   Energy Midstream Holdings, a subsidiary of Magnum				false

		623						LN		318		5		false		               5   Development.				false

		624						LN		318		6		false		               6        Q.   Can you give a brief description of your				false

		625						LN		318		7		false		               7   educational background.				false

		626						LN		318		8		false		               8        A.   I hold a Master's of Business Administration				false

		627						LN		318		9		false		               9   degree from the Meinders School of Business at Oklahoma				false

		628						LN		318		10		false		              10   City University and a Bachelor of Science in business				false

		629						LN		318		11		false		              11   administration from Louisiana State University.  Go				false

		630						LN		318		12		false		              12   tigers.				false

		631						LN		318		13		false		              13        Q.   And can you give a brief description of your				false

		632						LN		318		14		false		              14   professional experience.				false

		633						LN		318		15		false		              15        A.   More than 30 years of my professional career				false

		634						LN		318		16		false		              16   has been in gas midstream space.  Prior to joining				false

		635						LN		318		17		false		              17   Magnum in 2015, I was the principal and general manager				false

		636						LN		318		18		false		              18   of SRV Energy Advisors, an advisory research and				false

		637						LN		318		19		false		              19   consulting firm focused primarily on investment				false

		638						LN		318		20		false		              20   opportunities in the energy space.				false

		639						LN		318		21		false		              21             Before that I was senior vice president, chief				false

		640						LN		318		22		false		              22   commercial officer of Cardinal Gas Storage Partners				false

		641						LN		318		23		false		              23   where I headed all commercial activities including				false

		642						LN		318		24		false		              24   marketing, business development, asset optimization,				false

		643						LN		318		25		false		              25   contract administration, commercial regulatory affairs				false

		644						PG		319		0		false		page 319				false

		645						LN		319		1		false		               1   and more.				false

		646						LN		319		2		false		               2             I served in various senior management roles				false

		647						LN		319		3		false		               3   with Enabled Midstream Partners, formerly known as				false

		648						LN		319		4		false		               4   CenterPoint Energy Pipeline and Field Services from 1992				false

		649						LN		319		5		false		               5   to 2008, including accounting, regulatory affairs,				false

		650						LN		319		6		false		               6   operations and marketing, business development for				false

		651						LN		319		7		false		               7   natural gas gathering, processing, transportation,				false

		652						LN		319		8		false		               8   storage of natural gas and natural gas liquids.				false

		653						LN		319		9		false		               9             From 1986 through 1991 I was a senior rate and				false

		654						LN		319		10		false		              10   regulatory analyst for CenterPoint Energy, a multiple --				false

		655						LN		319		11		false		              11   a multi-state electric and natural gas utility.				false

		656						LN		319		12		false		              12        Q.   Mr. Holden, in this docket did you prepare and				false

		657						LN		319		13		false		              13   have filed your direct testimony marked as Magnum				false

		658						LN		319		14		false		              14   Exhibit 1.0, along with exhibits to that document, and				false
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		910						LN		329		6		false		               6   clarification.				false

		911						LN		329		7		false		               7             Examples of these requirements could be, but				false

		912						LN		329		8		false		               8   not limited to, more exact pressure information, more				false

		913						LN		329		9		false		               9   exact location for an interconnection, more exact design				false

		914						LN		329		10		false		              10   specifications with regards to an interconnect, as well				false

		915						LN		329		11		false		              11   as more exact gas supply requirements.				false

		916						LN		329		12		false		              12             In closing, Magnum maintains a very positive				false

		917						LN		329		13		false		              13   relationship with DEU and would love an opportunity to				false

		918						LN		329		14		false		              14   work with DEU and its customers and regulators to				false

		919						LN		329		15		false		              15   develop a timely, cost effective, safe and reliable,				false

		920						LN		329		16		false		              16   high deliverability, multi-cycle salt cavern storage				false

		921						LN		329		17		false		              17   facility, along with associated storage and no-notice				false

		922						LN		329		18		false		              18   services to resolve DEU's supply reliability and/or peak				false

		923						LN		329		19		false		              19   hour requirements.				false

		924						LN		329		20		false		              20             We appreciate this opportunity to better				false

		925						LN		329		21		false		              21   explain the nature and cost of the services that Magnum				false

		926						LN		329		22		false		              22   can provide.  Thank you.				false

		927						LN		329		23		false		              23             MR. DODGE:  Mr. Holder is available for				false

		928						LN		329		24		false		              24   cross-examination.				false

		929						LN		329		25		false		              25             CHAIRMAN LEVAR:  Thank you.  Any questions				false

		930						PG		330		0		false		page 330				false

		931						LN		330		1		false		               1   from Utah Association of Energy Users?				false

		932						LN		330		2		false		               2             MR. RUSSELL:  Thank you, Mr. Chairman.  Not				false

		933						LN		330		3		false		               3   this morning, thanks.				false

		934						LN		330		4		false		               4             CHAIRMAN LEVAR:  Okay.  Thank you.  Mr. Snarr,				false

		935						LN		330		5		false		               5   any questions from the Office of Consumer Services?				false

		936						LN		330		6		false		               6             MR. SNARR:  No questions.				false

		937						LN		330		7		false		               7             CHAIRMAN LEVAR:  Mr. Jetter from Division of				false

		938						LN		330		8		false		               8   Public Utilities?				false

		939						LN		330		9		false		               9             MR. JETTER:  I have no questions.  Thank you.				false

		940						LN		330		10		false		              10             CHAIRMAN LEVAR:  Okay.  Mr. Sabin or				false

		941						LN		330		11		false		              11   Ms. Clark?				false

		942						LN		330		12		false		              12             MR. SABIN:  Can I ask for just one minute?  I				false

		943						LN		330		13		false		              13   just -- I don't know that we have any, but I want to				false

		944						LN		330		14		false		              14   just verify with the client that we don't need to ask				false

		945						LN		330		15		false		              15   any questions.				false

		946						LN		330		16		false		              16             CHAIRMAN LEVAR:  Sure.  Do you need enough				false

		947						LN		330		17		false		              17   time to take a recess, or should we just all sit here				false

		948						LN		330		18		false		              18   for a minute?				false

		949						LN		330		19		false		              19             MR. SABIN:  Maybe -- well -- maybe five				false

		950						LN		330		20		false		              20   minutes.  Could we have five minutes, and hopefully that				false

		951						LN		330		21		false		              21   will save us a bunch of time.  We won't need to go into				false

		952						LN		330		22		false		              22   a bunch.				false

		953						LN		330		23		false		              23             CHAIRMAN LEVAR:  Okay.  We'll take a five				false

		954						LN		330		24		false		              24   minute recess.				false

		955						LN		330		25		false		              25             (Recess from 9:43 a.m. to 9:51 a.m.)				false

		956						PG		331		0		false		page 331				false

		957						LN		331		1		false		               1             CHAIRMAN LEVAR:  Okay.  I think we're ready to				false

		958						LN		331		2		false		               2   go back on the record.  So any cross-examination from				false

		959						LN		331		3		false		               3   Dominion?				false

		960						LN		331		4		false		               4             MR. SABIN:  We just have a very few brief				false

		961						LN		331		5		false		               5   questions.				false

		962						LN		331		6		false		               6                       CROSS-EXAMINATION				false

		963						LN		331		7		false		               7   BY MR. SABIN:				false

		964						LN		331		8		false		               8        Q.   Mr. Holder, thanks for being here.  I want to				false

		965						LN		331		9		false		               9   just talk with you -- I appreciated your opening				false

		966						LN		331		10		false		              10   statement.  You have now seen what the company has done				false

		967						LN		331		11		false		              11   as far as the -- how broadly it cast its net with regard				false

		968						LN		331		12		false		              12   to options.				false

		969						LN		331		13		false		              13             Do you think, or do you agree with DEU that				false

		970						LN		331		14		false		              14   it's -- the mix of options that it has considered in the				false

		971						LN		331		15		false		              15   process of its analysis; in other words, you know, it				false

		972						LN		331		16		false		              16   looked at demand response.  It looked at off-system,				false

		973						LN		331		17		false		              17   third party supply.  It looked at, you know, Magnum and				false

		974						LN		331		18		false		              18   LNG at other options.				false

		975						LN		331		19		false		              19             Are you aware of any other option that you				false

		976						LN		331		20		false		              20   would think the company should have considered that				false

		977						LN		331		21		false		              21   isn't in the mix?  The type of option, I mean.				false

		978						LN		331		22		false		              22        A.   Not specifically, no.				false

		979						LN		331		23		false		              23        Q.   Okay.  I wanted to just talk about, as I				false

		980						LN		331		24		false		              24   understand your proposal to the company as it relates to				false

		981						LN		331		25		false		              25   control or ownership, I take -- I understand that Magnum				false

		982						PG		332		0		false		page 332				false

		983						LN		332		1		false		               1   is not offering the company control of the storage				false

		984						LN		332		2		false		               2   facility itself.  Is that accurate?				false

		985						LN		332		3		false		               3        A.   That is correct.				false

		986						LN		332		4		false		               4        Q.   And it also wouldn't have any control over the				false

		987						LN		332		5		false		               5   stretch of pipe from the storage facility to the Goshen				false

		988						LN		332		6		false		               6   junction, right?				false

		989						LN		332		7		false		               7        A.   Correct.				false

		990						LN		332		8		false		               8        Q.   Okay.				false

		991						LN		332		9		false		               9        A.   But ownership.				false

		992						LN		332		10		false		              10        Q.   What's that?				false

		993						LN		332		11		false		              11        A.   But ownership in.				false

		994						LN		332		12		false		              12        Q.   Ownership in what?				false

		995						LN		332		13		false		              13        A.   Storage caverns, portions of the pipeline that				false

		996						LN		332		14		false		              14   would deliver that gas to the preferred point in the				false

		997						LN		332		15		false		              15   Salt Lake City valley.				false

		998						LN		332		16		false		              16        Q.   Well, I just -- and I just want to be clear.				false

		999						LN		332		17		false		              17   My point is, the company is not going to own and control				false

		1000						LN		332		18		false		              18   the storage facility, right?				false

		1001						LN		332		19		false		              19        A.   It will -- we have proposed in discussions				false

		1002						LN		332		20		false		              20   that DEU could explore with Magnum in the ownership of a				false

		1003						LN		332		21		false		              21   storage cavern.				false

		1004						LN		332		22		false		              22        Q.   Right.  But you are not going to give majority				false

		1005						LN		332		23		false		              23   control of your storage facility to the company, right?				false

		1006						LN		332		24		false		              24        A.   That is correct.				false

		1007						LN		332		25		false		              25        Q.   Okay.				false

		1008						PG		333		0		false		page 333				false

		1009						LN		333		1		false		               1        A.   Operational control, that is correct.				false

		1010						LN		333		2		false		               2        Q.   And you are not going to give control to the				false

		1011						LN		333		3		false		               3   company over the stretch of pipe to Goshen, right?				false

		1012						LN		333		4		false		               4        A.   Correct.				false

		1013						LN		333		5		false		               5        Q.   Okay.				false

		1014						LN		333		6		false		               6        A.   And the reason being, are there other shippers				false

		1015						LN		333		7		false		               7   associated with that project that we would need to have				false

		1016						LN		333		8		false		               8   that control.				false

		1017						LN		333		9		false		               9        Q.   And you are going to have to accommodate --				false

		1018						LN		333		10		false		              10        A.   Yes.				false

		1019						LN		333		11		false		              11        Q.   -- for other customers, right?				false

		1020						LN		333		12		false		              12        A.   Yes.				false

		1021						LN		333		13		false		              13        Q.   Okay.  And then I just -- finally, I just want				false

		1022						LN		333		14		false		              14   to -- I think I heard this in your statement.  At least				false

		1023						LN		333		15		false		              15   I wrote down this quote.  There have been discussions,				false

		1024						LN		333		16		false		              16   even significant discussions and extensive discussions				false

		1025						LN		333		17		false		              17   between Magnum and the company for at least almost two				false

		1026						LN		333		18		false		              18   years or two years, thereabouts, by my timeline.  Is				false

		1027						LN		333		19		false		              19   that -- is that right?				false

		1028						LN		333		20		false		              20        A.   Yes.  There have been discussions, but it's				false

		1029						LN		333		21		false		              21   mainly been a request from the company for Magnum to				false

		1030						LN		333		22		false		              22   provide a proposal.  There has been very little feedback				false

		1031						LN		333		23		false		              23   in return.				false

		1032						LN		333		24		false		              24        Q.   I totally understand, and in those discussions				false

		1033						LN		333		25		false		              25   the company actually sent down people to meet with you?				false

		1034						PG		334		0		false		page 334				false

		1035						LN		334		1		false		               1        A.   Correct.				false

		1036						LN		334		2		false		               2        Q.   Including engineers?				false

		1037						LN		334		3		false		               3        A.   Yes.				false

		1038						LN		334		4		false		               4        Q.   To look at your proposal.  They asked you				false

		1039						LN		334		5		false		               5   questions and --				false

		1040						LN		334		6		false		               6        A.   Been very accommodating.				false

		1041						LN		334		7		false		               7             MR. SABIN:  Okay.  I have no further				false

		1042						LN		334		8		false		               8   questions.				false

		1043						LN		334		9		false		               9             CHAIRMAN LEVAR:  Thank you.  Any redirect,				false

		1044						LN		334		10		false		              10   Mr. Dodge?				false

		1045						LN		334		11		false		              11             MR. DODGE:  No, thank you.				false

		1046						LN		334		12		false		              12             CHAIRMAN LEVAR:  Commissioner White, any				false

		1047						LN		334		13		false		              13   questions?				false

		1048						LN		334		14		false		              14             COMMISSIONER WHITE:  I am curious about these				false

		1049						LN		334		15		false		              15   other shippers with potential contracts, I guess.  And				false

		1050						LN		334		16		false		              16   without divulging any kind of confidential proprietary				false

		1051						LN		334		17		false		              17   negotiations, how are those -- how did Magnum determine				false

		1052						LN		334		18		false		              18   to bid into those offers or projects with these other				false

		1053						LN		334		19		false		              19   shippers?				false

		1054						LN		334		20		false		              20             THE WITNESS:  Well, that's interesting.  There				false

		1055						LN		334		21		false		              21   are a number of opportunities out there in association				false

		1056						LN		334		22		false		              22   with activities up and down the interstate pipeline				false

		1057						LN		334		23		false		              23   corridor.  There are opportunities associated with				false

		1058						LN		334		24		false		              24   activities that are taking place in California, Las				false

		1059						LN		334		25		false		              25   Vegas, Phoenix, as well as the publicly announced				false

		1060						PG		335		0		false		page 335				false

		1061						LN		335		1		false		               1   repowering project at the Intermountain Power Plant.				false

		1062						LN		335		2		false		               2             COMMISSIONER WHITE:  And obviously we weren't				false

		1063						LN		335		3		false		               3   privy to the specifics of the RFP process here, but if				false

		1064						LN		335		4		false		               4   you -- walk me through, if you were able to, I guess				false

		1065						LN		335		5		false		               5   write the RFP or the process, what would it look like to				false

		1066						LN		335		6		false		               6   allow a more robust process, I guess, as far as you				false

		1067						LN		335		7		false		               7   know?				false

		1068						LN		335		8		false		               8             THE WITNESS:  Well, yeah, that's -- that's a				false

		1069						LN		335		9		false		               9   good question.  Typically an RFP process that we would				false

		1070						LN		335		10		false		              10   bid into would state numerous details associated with				false

		1071						LN		335		11		false		              11   the project, and those details could include volume				false

		1072						LN		335		12		false		              12   required, where that volume is sourced, where that				false

		1073						LN		335		13		false		              13   volume is delivered, the time frame that they need for				false

		1074						LN		335		14		false		              14   this particular project to be in service.				false

		1075						LN		335		15		false		              15             What are the receipt points?  What are the				false

		1076						LN		335		16		false		              16   delivery points?  Are there numerous receipt delivery				false

		1077						LN		335		17		false		              17   points that need to be discussed?  Background				false

		1078						LN		335		18		false		              18   information associated with the financing of the				false

		1079						LN		335		19		false		              19   projects, financing of any facility that would be				false

		1080						LN		335		20		false		              20   necessary to effectuate this service.				false

		1081						LN		335		21		false		              21             Pressures are extremely critical in				false

		1082						LN		335		22		false		              22   understanding.  Exact locations as to where the gas				false

		1083						LN		335		23		false		              23   needs to be tied into.  What type of service?  Is it				false

		1084						LN		335		24		false		              24   interruptible?  Is it firm?  Is it no notice?  Is it for				false

		1085						LN		335		25		false		              25   supply reliability?  Is it for peak hour demand?				false

		1086						PG		336		0		false		page 336				false

		1087						LN		336		1		false		               1             Commissioner, I could go on and on, but it				false

		1088						LN		336		2		false		               2   gets very, very specific.				false

		1089						LN		336		3		false		               3             COMMISSIONER WHITE:  In your experience, have				false

		1090						LN		336		4		false		               4   you, in your previous life and with other storage				false

		1091						LN		336		5		false		               5   endeavors, have you bid into other RFPs for a similar				false

		1092						LN		336		6		false		               6   type service?  Or is this the first of its kind?				false

		1093						LN		336		7		false		               7             THE WITNESS:  No, absolutely.  We are in the				false

		1094						LN		336		8		false		               8   process right now in other RFPs unrelated to this docket				false

		1095						LN		336		9		false		               9   and have in the past several times.				false

		1096						LN		336		10		false		              10             COMMISSIONER WHITE:  Let me ask you about				false

		1097						LN		336		11		false		              11   these proprietary engineering studies.  If I heard you				false

		1098						LN		336		12		false		              12   correctly, you said you would not be able to provide				false

		1099						LN		336		13		false		              13   those until you actually had a definitive executed				false

		1100						LN		336		14		false		              14   agreement.  Is that typical?  I mean, I guess to me it				false

		1101						LN		336		15		false		              15   seems like how -- I am just wondering out loud how would				false

		1102						LN		336		16		false		              16   Dominion evaluate it before and then sign an agreement.				false

		1103						LN		336		17		false		              17   I guess I am trying to figure out if that makes sense or				false

		1104						LN		336		18		false		              18   not.				false

		1105						LN		336		19		false		              19             THE WITNESS:  Well, it does.  Typically the				false

		1106						LN		336		20		false		              20   way that is done, based on my experience, has been, you				false

		1107						LN		336		21		false		              21   have a negotiation period.  You put together a proposal.				false

		1108						LN		336		22		false		              22   You negotiate back and forth.  If that proposal meets				false

		1109						LN		336		23		false		              23   their threshold or meets whomever's threshold to move				false

		1110						LN		336		24		false		              24   forward, then you move forward with a definitive				false

		1111						LN		336		25		false		              25   agreement in the forms of a precedent agreement or				false

		1112						PG		337		0		false		page 337				false

		1113						LN		337		1		false		               1   preceding agreement.				false

		1114						LN		337		2		false		               2             In that preceding agreement there are several				false

		1115						LN		337		3		false		               3   conditions that can be, excuse me, negotiated into that				false

		1116						LN		337		4		false		               4   agreement.  One of those could be access to this type of				false

		1117						LN		337		5		false		               5   information to verify that what you are agreeing to can				false

		1118						LN		337		6		false		               6   actually be accomplished.				false

		1119						LN		337		7		false		               7             For example, I built a storage facility in				false

		1120						LN		337		8		false		               8   Louisiana that was 20 BCF all for one client, a super				false

		1121						LN		337		9		false		               9   major.  One of the conditions that they negotiated into				false

		1122						LN		337		10		false		              10   the precedent agreement was the ability to bring in				false

		1123						LN		337		11		false		              11   their independent engineering firm to verify what we				false

		1124						LN		337		12		false		              12   were building would actually work.  That's -- that's				false

		1125						LN		337		13		false		              13   where you get into passing along proprietary				false

		1126						LN		337		14		false		              14   information, engineering studies, based on my				false

		1127						LN		337		15		false		              15   experience.				false

		1128						LN		337		16		false		              16             COMMISSIONER WHITE:  Thank you.  I have no				false

		1129						LN		337		17		false		              17   further questions.				false

		1130						LN		337		18		false		              18             CHAIRMAN LEVAR:  Commissioner Clark?				false

		1131						LN		337		19		false		              19             COMMISSIONER CLARK:  Good morning, Mr. Holder.				false

		1132						LN		337		20		false		              20             THE WITNESS:  Good morning.				false

		1133						LN		337		21		false		              21             COMMISSIONER CLARK:  Did Magnum respond to one				false

		1134						LN		337		22		false		              22   or both of the February 2016 RFPs?  And I am referring				false

		1135						LN		337		23		false		              23   to an RFP for peak hour requirements and then the peak				false

		1136						LN		337		24		false		              24   shaving facility related evaluation.  I think you were				false

		1137						LN		337		25		false		              25   involved in one of those.  And would you clarify that				false

		1138						PG		338		0		false		page 338				false

		1139						LN		338		1		false		               1   for me?				false

		1140						LN		338		2		false		               2             THE WITNESS:  Yes.  I'd love to.  And that's a				false

		1141						LN		338		3		false		               3   great question.  And that's -- that's kind of, it's a				false

		1142						LN		338		4		false		               4   perfect opportunity for me to explain how we kind of got				false

		1143						LN		338		5		false		               5   to this apples-oranges comparison.				false

		1144						LN		338		6		false		               6             When we initially looked at those RFPs, if you				false

		1145						LN		338		7		false		               7   go back and look at them, I believe I am correct when I				false

		1146						LN		338		8		false		               8   say this, that both the LNG RFP and the peak hour RFP				false

		1147						LN		338		9		false		               9   were written for the purposes of resolving peak hour				false

		1148						LN		338		10		false		              10   issues, not supply reliability issues.  I believe I am				false

		1149						LN		338		11		false		              11   correct on that.				false

		1150						LN		338		12		false		              12             So when we started the initial discussions and				false

		1151						LN		338		13		false		              13   started working and responding to those RFPs, it was				false

		1152						LN		338		14		false		              14   from that perspective.  And when you build a storage				false

		1153						LN		338		15		false		              15   facility to address peak hour needs, it is a different				false

		1154						LN		338		16		false		              16   design than if it is strictly a supply reliability.				false

		1155						LN		338		17		false		              17             For example, if they need just 150,000 a day				false

		1156						LN		338		18		false		              18   delivered on a 24 hour ratable period over 8, 10, 12, 15				false

		1157						LN		338		19		false		              19   days, that's a different design, when it -- as it				false

		1158						LN		338		20		false		              20   pertains to a cavern, as it pertains to compression, as				false

		1159						LN		338		21		false		              21   it pertains to pipeline size, what have you, than				false

		1160						LN		338		22		false		              22   solving for a peak hour need, which is, they need gas				false

		1161						LN		338		23		false		              23   intraday, over a very short period of time.  So in other				false

		1162						LN		338		24		false		              24   words, it's almost like a micro burst of gas.				false

		1163						LN		338		25		false		              25             So when we initially responded to those RFP				false

		1164						PG		339		0		false		page 339				false

		1165						LN		339		1		false		               1   process that you are referring to, it was for peak hour				false

		1166						LN		339		2		false		               2   needs.  I have not seen an RFP that addresses this				false

		1167						LN		339		3		false		               3   supply reliability issue for which this LNG facility is				false

		1168						LN		339		4		false		               4   being proposed.				false

		1169						LN		339		5		false		               5             COMMISSIONER CLARK:  So you have referred, I				false

		1170						LN		339		6		false		               6   think, to ongoing discussions that you have had with				false

		1171						LN		339		7		false		               7   DEU.  I assume those occurred since the RFP and running				false

		1172						LN		339		8		false		               8   up to now.  If that's true, have those in any detailed				false

		1173						LN		339		9		false		               9   way addressed the supply reliability issue that is the				false

		1174						LN		339		10		false		              10   focus of the application that we have in front of us?				false

		1175						LN		339		11		false		              11   And how does that relate to your recommendation to have				false

		1176						LN		339		12		false		              12   a new RFP focused on supply reliability?				false

		1177						LN		339		13		false		              13             THE WITNESS:  That's an excellent question.  A				false

		1178						LN		339		14		false		              14   perfect example of that would be to read my direct				false

		1179						LN		339		15		false		              15   testimony.  And in there, you will see, based on the				false

		1180						LN		339		16		false		              16   request that we had and the discussions we had with DEU,				false

		1181						LN		339		17		false		              17   we were instructed or discussed with DEU to come up with				false

		1182						LN		339		18		false		              18   a proposal that would address both supply reliability				false

		1183						LN		339		19		false		              19   and peaking needs.				false

		1184						LN		339		20		false		              20             We did that.  However, our supply reliability				false

		1185						LN		339		21		false		              21   portion of that proposal only allowed for five days of				false

		1186						LN		339		22		false		              22   deliverability at 150,000 decatherms a day.  We were not				false

		1187						LN		339		23		false		              23   told that we needed to address eight days or ten days or				false

		1188						LN		339		24		false		              24   what ultimately came out as the number that was filed in				false

		1189						LN		339		25		false		              25   the DEU application.  It was only after the fact that we				false

		1190						PG		340		0		false		page 340				false

		1191						LN		340		1		false		               1   realized, oh, that was the target that we needed to hit.				false

		1192						LN		340		2		false		               2             And so when you look at my testimony, you will				false

		1193						LN		340		3		false		               3   see that we included a revised proposal that addresses				false

		1194						LN		340		4		false		               4   supply reliability only.  But we did not know that until				false

		1195						LN		340		5		false		               5   after the direct testimony was filed by DEU in this				false

		1196						LN		340		6		false		               6   proceeding.  That's the main reason for us intervening				false

		1197						LN		340		7		false		               7   in this docket.				false

		1198						LN		340		8		false		               8             COMMISSIONER CLARK:  And have you had any				false

		1199						LN		340		9		false		               9   formal response to that subsequent proposal?				false

		1200						LN		340		10		false		              10             THE WITNESS:  No.				false

		1201						LN		340		11		false		              11             COMMISSIONER CLARK:  Those are all my				false

		1202						LN		340		12		false		              12   questions.  Thank you.				false

		1203						LN		340		13		false		              13             CHAIRMAN LEVAR:  Okay.  Thank you.  Does the				false

		1204						LN		340		14		false		              14   current status of your proposal with DEU articulate or				false

		1205						LN		340		15		false		              15   contemplate any penalties or fines in the event that				false

		1206						LN		340		16		false		              16   Magnum were unable to deliver under the contract?				false

		1207						LN		340		17		false		              17             THE WITNESS:  That's all subject to				false

		1208						LN		340		18		false		              18   negotiation, of which Magnum would be more than happy to				false

		1209						LN		340		19		false		              19   entertain those discussions.				false

		1210						LN		340		20		false		              20             CHAIRMAN LEVAR:  Okay.  And I -- and just to				false

		1211						LN		340		21		false		              21   clarify, I am not asking you to reveal any confidential				false

		1212						LN		340		22		false		              22   details that might still be in discussions.  But is the				false

		1213						LN		340		23		false		              23   concept of that, is that concept currently part of the				false

		1214						LN		340		24		false		              24   proposal?				false

		1215						LN		340		25		false		              25             THE WITNESS:  No, it is not.				false

		1216						PG		341		0		false		page 341				false

		1217						LN		341		1		false		               1             CHAIRMAN LEVAR:  It is not.  Okay.				false

		1218						LN		341		2		false		               2             THE WITNESS:  But I am very aware that they				false

		1219						LN		341		3		false		               3   have similar provisions in other storage contracts that				false

		1220						LN		341		4		false		               4   are known.				false

		1221						LN		341		5		false		               5             CHAIRMAN LEVAR:  Okay.  Are there any risks				false

		1222						LN		341		6		false		               6   that cold temperatures would impact either injections or				false

		1223						LN		341		7		false		               7   withdrawals into a salt cavern facility?				false

		1224						LN		341		8		false		               8             THE WITNESS:  I think it's fair to say that if				false

		1225						LN		341		9		false		               9   it gets cold enough, the possibility is there.  I think				false

		1226						LN		341		10		false		              10   if it gets cold enough, there's a possibility that it				false

		1227						LN		341		11		false		              11   could impact pretty much anything that's mechanical.  So				false

		1228						LN		341		12		false		              12   I am not going to rule it out as a possibility.  I say				false

		1229						LN		341		13		false		              13   the probability is extremely low.				false

		1230						LN		341		14		false		              14             CHAIRMAN LEVAR:  Would you say lower than a				false

		1231						LN		341		15		false		              15   wellhead?				false

		1232						LN		341		16		false		              16             THE WITNESS:  Yes.				false

		1233						LN		341		17		false		              17             CHAIRMAN LEVAR:  Okay.  Do you have anything				false

		1234						LN		341		18		false		              18   to elaborate on that, on why that would be?				false

		1235						LN		341		19		false		              19             THE WITNESS:  Well, when you think of a				false

		1236						LN		341		20		false		              20   wellhead, when I think of a wellhead, I think of a lot				false

		1237						LN		341		21		false		              21   of fluid and water coming out of that wellhead that				false

		1238						LN		341		22		false		              22   causes freeze-offs.  That's primary -- primarily the				false

		1239						LN		341		23		false		              23   driver of problems that you have with freeze-offs and				false

		1240						LN		341		24		false		              24   production.				false

		1241						LN		341		25		false		              25             We have all the necessary equipment to deal				false

		1242						PG		342		0		false		page 342				false

		1243						LN		342		1		false		               1   with that at the central location, as well as these				false

		1244						LN		342		2		false		               2   caverns remain extremely dry.  That's not to say that				false

		1245						LN		342		3		false		               3   there's not liquid in the form of water that has to be				false

		1246						LN		342		4		false		               4   removed at some point, but it's extremely low.				false

		1247						LN		342		5		false		               5             CHAIRMAN LEVAR:  Thank you.  I appreciate				false

		1248						LN		342		6		false		               6   those answers.  Thank you for your testimony this				false

		1249						LN		342		7		false		               7   morning.				false

		1250						LN		342		8		false		               8             THE WITNESS:  Thank you.				false

		1251						LN		342		9		false		               9             CHAIRMAN LEVAR:  Mr. Dodge?				false

		1252						LN		342		10		false		              10             MR. DODGE:  Thank you, Mr. Chairman.  Magnum				false

		1253						LN		342		11		false		              11   would like to call David Schultz.				false

		1254						LN		342		12		false		              12             CHAIRMAN LEVAR:  Good morning, Mr. Schultz.				false

		1255						LN		342		13		false		              13   Do you swear to tell the truth?				false

		1256						LN		342		14		false		              14             THE WITNESS:  Yes, I do.				false

		1257						LN		342		15		false		              15             CHAIRMAN LEVAR:  Thank you.				false

		1258						LN		342		16		false		              16             THE WITNESS:  Thank you.				false

		1259						LN		342		17		false		              17                        DAVID SCHULTZ,				false

		1260						LN		342		18		false		              18   was called as a witness, and having been first duly				false

		1261						LN		342		19		false		              19   sworn to tell the truth, testified as follows:				false

		1262						LN		342		20		false		              20                      DIRECT EXAMINATION				false

		1263						LN		342		21		false		              21   BY MR. DODGE:				false

		1264						LN		342		22		false		              22        Q.   Good morning, Mr. Schultz.  Would you please				false

		1265						LN		342		23		false		              23   state your name and your business address.				false

		1266						LN		342		24		false		              24        A.   My name is David Schultz, and my business				false

		1267						LN		342		25		false		              25   address is 35 Lake Mist Drive, Sugar Land, Texas.				false

		1268						PG		343		0		false		page 343				false

		1269						LN		343		1		false		               1        Q.   And by whom are you employed and in what				false

		1270						LN		343		2		false		               2   capacity?				false

		1271						LN		343		3		false		               3        A.   I am an independent consultant contracted by				false

		1272						LN		343		4		false		               4   Magnum Energy Midstream Holdings, regarding the Magnum				false

		1273						LN		343		5		false		               5   storage and pipeline options that -- designed to serve				false

		1274						LN		343		6		false		               6   the needs of Dominion for supply reliability and/or				false

		1275						LN		343		7		false		               7   peaking services.				false

		1276						LN		343		8		false		               8        Q.   Briefly describe your educational background.				false

		1277						LN		343		9		false		               9        A.   I hold a master's degree from San Diego State				false

		1278						LN		343		10		false		              10   University.				false

		1279						LN		343		11		false		              11        Q.   And your professional background?				false

		1280						LN		343		12		false		              12        A.   For more than 35 years my professional career				false

		1281						LN		343		13		false		              13   has been focused in the natural gas and power sectors.				false

		1282						LN		343		14		false		              14   Most pertinent -- my most pertinent experience to this				false

		1283						LN		343		15		false		              15   proceedings includes being senior vice president for LNG				false

		1284						LN		343		16		false		              16   America where we sought to bring LNG as a fuel to marine				false

		1285						LN		343		17		false		              17   and land-based markets in the U.S.				false

		1286						LN		343		18		false		              18             Prior to that, I worked in various senior				false

		1287						LN		343		19		false		              19   management roles for AGL Resources, including the				false

		1288						LN		343		20		false		              20   including the startup of Pivotal LNG where I focused on				false

		1289						LN		343		21		false		              21   bringing LNG from the utilities, LNG plants and from				false

		1290						LN		343		22		false		              22   Pivotal's merchant plans to terrestrial and marine uses.				false

		1291						LN		343		23		false		              23             In that role I was responsible for the				false

		1292						LN		343		24		false		              24   operation of Pivotal's LNG facilities, sales and				false

		1293						LN		343		25		false		              25   marketing, planning, evaluation, design decisions				false

		1294						PG		344		0		false		page 344				false

		1295						LN		344		1		false		               1   regarding possible construction, operation of proposed				false

		1296						LN		344		2		false		               2   LNG facilities of similar size to LDC peaking				false

		1297						LN		344		3		false		               3   facilities.				false

		1298						LN		344		4		false		               4             During my time at AGL and Pivotal I became				false

		1299						LN		344		5		false		               5   intimately familiar with the safety of such LNG				false

		1300						LN		344		6		false		               6   facilities, their capital and operating costs.  This				false

		1301						LN		344		7		false		               7   understanding applies both to new and existing AGL LNG				false

		1302						LN		344		8		false		               8   facilities and Pivotal's merchant LNG facilities.				false

		1303						LN		344		9		false		               9             Prior to that role at AGL Resources, I				false

		1304						LN		344		10		false		              10   developed for AGL an 18 BCF underground salt dome				false

		1305						LN		344		11		false		              11   storage facility known as Golden Triangle Storage near				false

		1306						LN		344		12		false		              12   Beaumont, Texas, on the Spindletop salt dome.  In that				false

		1307						LN		344		13		false		              13   role I became intimately familiar with the design safety				false

		1308						LN		344		14		false		              14   and safety of underground natural gas storage				false

		1309						LN		344		15		false		              15   facilities, including permitting, construction, capital				false

		1310						LN		344		16		false		              16   costs and operating costs.				false

		1311						LN		344		17		false		              17             Prior to that role at AGL, I was responsible				false

		1312						LN		344		18		false		              18   for the development of nearly a 3 billion dollar LNG				false

		1313						LN		344		19		false		              19   import facility in Virginia.  The remainder of my				false

		1314						LN		344		20		false		              20   experience can be found in my prefiled testimony and my				false

		1315						LN		344		21		false		              21   CV attached thereto.				false

		1316						LN		344		22		false		              22        Q.   Thank you.  And did you prepare and arrange				false

		1317						LN		344		23		false		              23   for filing in this docket surrebuttal testimony that has				false

		1318						LN		344		24		false		              24   been marked as Magnum Exhibit 2.0 SR?				false

		1319						LN		344		25		false		              25        A.   Yes, I did.				false

		1320						PG		345		0		false		page 345				false

		1321						LN		345		1		false		               1        Q.   And do you have any corrections to that				false

		1322						LN		345		2		false		               2   prefiled testimony?				false

		1323						LN		345		3		false		               3        A.   No, I don't.				false

		1324						LN		345		4		false		               4        Q.   And do you adopt it here as your testimony?				false

		1325						LN		345		5		false		               5        A.   Yes, I do.				false

		1326						LN		345		6		false		               6        Q.   And do you have a brief summary of your				false

		1327						LN		345		7		false		               7   testimony?				false

		1328						LN		345		8		false		               8        A.   Yes, I do.  Thank you.  The main purpose of my				false

		1329						LN		345		9		false		               9   testimony is to respond to rebuttal testimony of DEU in				false

		1330						LN		345		10		false		              10   this docket that proposes to compare and contrast				false

		1331						LN		345		11		false		              11   underground salt dome storage for natural gas and -- and				false

		1332						LN		345		12		false		              12   a liquefaction of natural gas to make LNG for storage				false

		1333						LN		345		13		false		              13   and vaporization to meet a gas utility's supply				false

		1334						LN		345		14		false		              14   reliability or peak day requirements.				false

		1335						LN		345		15		false		              15             My testimony explains the difference in				false

		1336						LN		345		16		false		              16   capital and operating costs, safety, permitting,				false

		1337						LN		345		17		false		              17   complexity and future issues that LNG facilities --				false

		1338						LN		345		18		false		              18             COURT REPORTER:  Excuse me, sir.  Could you				false

		1339						LN		345		19		false		              19   just read a little bit slower, please.				false

		1340						LN		345		20		false		              20             THE WITNESS:  Oh, I'm sorry.				false

		1341						LN		345		21		false		              21             COURT REPORTER:  Thank you.				false

		1342						LN		345		22		false		              22             THE WITNESS:  I get carried away.				false

		1343						LN		345		23		false		              23        A.   My testimony explains differences in capital				false

		1344						LN		345		24		false		              24   and operating costs, safety, permitting, complexity and				false

		1345						LN		345		25		false		              25   future issues that LNG facilities face as they -- as the				false

		1346						PG		346		0		false		page 346				false

		1347						LN		346		1		false		               1   needs of the owning utility change over time.				false

		1348						LN		346		2		false		               2             Based on my experience in development,				false

		1349						LN		346		3		false		               3   construction and operation of these type -- two types of				false

		1350						LN		346		4		false		               4   facilities, it is my opinion and experience that				false

		1351						LN		346		5		false		               5   underground salt dome storage for natural gas is the				false

		1352						LN		346		6		false		               6   overwhelming preferred option to meet a utility's supply				false

		1353						LN		346		7		false		               7   and/or peak day requirements.				false

		1354						LN		346		8		false		               8             Over time both utilities and pipeline				false

		1355						LN		346		9		false		               9   companies have supported the construction and operation				false

		1356						LN		346		10		false		              10   of underground natural gas storage as a preferred				false

		1357						LN		346		11		false		              11   alternative to LNG peaking facilities.  In fact today in				false

		1358						LN		346		12		false		              12   the US, over 4 TCF, that's trillion cubic feet of				false

		1359						LN		346		13		false		              13   underground working natural gas storage is in service,				false

		1360						LN		346		14		false		              14   versus an estimated about 30 BCF or billion cubic feet				false

		1361						LN		346		15		false		              15   of LNG peaking capacity.				false

		1362						LN		346		16		false		              16             Put another way, LNG resources represent about				false

		1363						LN		346		17		false		              17   1 percent of the underground storage resources.				false

		1364						LN		346		18		false		              18   Underground natural gas storage is clearly the				false

		1365						LN		346		19		false		              19   overwhelming industry choice to meet both supply				false

		1366						LN		346		20		false		              20   reliability and peak day demands, in addition to				false

		1367						LN		346		21		false		              21   offering many services to utilities and pipelines versus				false

		1368						LN		346		22		false		              22   a utility-built LNG facility.				false

		1369						LN		346		23		false		              23             My testimony explains, in comparison to salt				false

		1370						LN		346		24		false		              24   dome storage, LNG facilities involve significantly				false

		1371						LN		346		25		false		              25   greater risk, requiring greater regulatory oversight in				false

		1372						PG		347		0		false		page 347				false

		1373						LN		347		1		false		               1   permitting and operations, are at greater risk of				false

		1374						LN		347		2		false		               2   obsolescence, require more complex operations, have				false

		1375						LN		347		3		false		               3   higher operating and capital costs, and offer less				false

		1376						LN		347		4		false		               4   flexibility.				false

		1377						LN		347		5		false		               5             I would like to make one other observation.				false

		1378						LN		347		6		false		               6   Over time, DEU's position has evolved regarding the				false

		1379						LN		347		7		false		               7   nature of the proposed services the LNG facility will				false

		1380						LN		347		8		false		               8   provide for its customers.  DEU initially proposed a				false

		1381						LN		347		9		false		               9   peak day -- a peak shaving facility as described in its				false

		1382						LN		347		10		false		              10   RFP dated February 26, 19 -- or 2016 entitled liquefied				false

		1383						LN		347		11		false		              11   natural gas, LNG, peak shaving facility evaluation.				false

		1384						LN		347		12		false		              12             Further, in June of this year, as late as June				false

		1385						LN		347		13		false		              13   of this year, Dominion Energy stated in an investment				false

		1386						LN		347		14		false		              14   presentation that the -- that subject to regulatory				false

		1387						LN		347		15		false		              15   approval, it was planning to build an on-system LNG				false

		1388						LN		347		16		false		              16   facility that ensures system reliability during critical				false

		1389						LN		347		17		false		              17   peak need periods for growing customer base, indicating				false

		1390						LN		347		18		false		              18   the plant is intended to meet peak day requirements.				false

		1391						LN		347		19		false		              19             DEU is now characterizing in this docket the				false

		1392						LN		347		20		false		              20   LNG facility as a supply reliability facility.  Although				false

		1393						LN		347		21		false		              21   DEU has continued to evolve its position regarding their				false
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		1634						LN		357		2		false		               2   differences are one of size.  Typically the size of a				false

		1635						LN		357		3		false		               3   wellhead on a salt cavern is much larger because you are				false

		1636						LN		357		4		false		               4   moving much greater than volumes in and out of the salt				false

		1637						LN		357		5		false		               5   caverns at any given incident of time when you are				false

		1638						LN		357		6		false		               6   operating injections or withdrawals than a typical well				false

		1639						LN		357		7		false		               7   in the field.				false

		1640						LN		357		8		false		               8             Even the biggest wells in a field don't				false

		1641						LN		357		9		false		               9   typically move the kinds of volumes that an underground				false

		1642						LN		357		10		false		              10   storage cavern can move.				false

		1643						LN		357		11		false		              11             Second, because it's a static facility and				false

		1644						LN		357		12		false		              12   it's large and you need to protect from freeze-offs.				false

		1645						LN		357		13		false		              13   Not only is it dry gas that's coming in and out and you				false

		1646						LN		357		14		false		              14   have you less water in the stream that could potentially				false

		1647						LN		357		15		false		              15   freeze-off, you can put heat traces or other equipment				false

		1648						LN		357		16		false		              16   on that wellhead that will be uneconomic to do on				false

		1649						LN		357		17		false		              17   thousands of wellhead in the field that could prevent a				false

		1650						LN		357		18		false		              18   freeze-off of a storage wellhead in a cold environment.				false

		1651						LN		357		19		false		              19             For example, there's underground storage in				false

		1652						LN		357		20		false		              20   Canada in very, very cold, extremely cold environments;				false

		1653						LN		357		21		false		              21   Aitken City comes to mind and maybe some other				false

		1654						LN		357		22		false		              22   facilities, that they have mitigation measures that can				false

		1655						LN		357		23		false		              23   prevent freeze-offs out of underground storage caverns.				false

		1656						LN		357		24		false		              24             CHAIRMAN LEVAR:  Thank you.  I appreciate that				false

		1657						LN		357		25		false		              25   additional information and thank you for your testimony				false

		1658						PG		358		0		false		page 358				false

		1659						LN		358		1		false		               1   this morning.				false

		1660						LN		358		2		false		               2             THE WITNESS:  Thank you.				false

		1661						LN		358		3		false		               3             CHAIRMAN LEVAR:  Anything further from Magnum?				false

		1662						LN		358		4		false		               4             MR. DODGE:  No.  We would just request that				false

		1663						LN		358		5		false		               5   Mr. Schultz be excused, and I would personally request				false

		1664						LN		358		6		false		               6   at least maybe in the next break that I would be				false

		1665						LN		358		7		false		               7   scheduled as well.  And Mr. Holder may stay, but I guess				false

		1666						LN		358		8		false		               8   I would request we all be excused unless there's a				false

		1667						LN		358		9		false		               9   reason for us to stay.				false

		1668						LN		358		10		false		              10             CHAIRMAN LEVAR:  Okay.  If anyone in the room				false

		1669						LN		358		11		false		              11   has any objection to any of that, please indicate to me.				false

		1670						LN		358		12		false		              12   And I am not seeing any, so thank you.				false

		1671						LN		358		13		false		              13             MR. DODGE:  Thank you, Mr. Chairman.				false

		1672						LN		358		14		false		              14             CHAIRMAN LEVAR:  And I think we'll go ahead				false

		1673						LN		358		15		false		              15   and move to Utah Association of Energy Users at this				false

		1674						LN		358		16		false		              16   point.				false

		1675						LN		358		17		false		              17             MR. RUSSELL:  Thank you, Mr. Chairman.  UAE				false

		1676						LN		358		18		false		              18   calls Neal Townsend to the stand.				false

		1677						LN		358		19		false		              19             CHAIRMAN LEVAR:  Good morning, Mr. Townsend.				false

		1678						LN		358		20		false		              20             THE WITNESS:  Good morning.				false

		1679						LN		358		21		false		              21             CHAIRMAN LEVAR:  Do you swear to tell the				false

		1680						LN		358		22		false		              22   truth?				false

		1681						LN		358		23		false		              23             THE WITNESS:  I do.				false

		1682						LN		358		24		false		              24             CHAIRMAN LEVAR:  Thank you.				false

		1683						LN		358		25		false		              25                        NEAL TOWNSEND,				false
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		1685						LN		359		1		false		               1   was called as a witness, and having been first duly				false

		1686						LN		359		2		false		               2   sworn to tell the truth, testified as follows:				false

		1687						LN		359		3		false		               3                      DIRECT EXAMINATION				false

		1688						LN		359		4		false		               4   BY MR. RUSSELL:				false

		1689						LN		359		5		false		               5        Q.   Good morning, Mr. Townsend.				false

		1690						LN		359		6		false		               6        A.   Good morning.				false

		1691						LN		359		7		false		               7        Q.   Can you state your name and your business				false

		1692						LN		359		8		false		               8   address for the record, please.				false

		1693						LN		359		9		false		               9        A.   My name is Neal Townsend.  My business address				false

		1694						LN		359		10		false		              10   is 215 South State Street, Suite 200, Salt Lake City.				false

		1695						LN		359		11		false		              11        Q.   By whom are you employed and in what capacity?				false

		1696						LN		359		12		false		              12        A.   I am employed by Energy Strategies as a				false

		1697						LN		359		13		false		              13   principal.				false

		1698						LN		359		14		false		              14        Q.   And I don't know if this is necessary, but can				false

		1699						LN		359		15		false		              15   you briefly describe your educational and professional				false

		1700						LN		359		16		false		              16   background for us?				false

		1701						LN		359		17		false		              17        A.   Yes.  I have an engineering degree from the				false

		1702						LN		359		18		false		              18   University of Texas at Austin and an MBA from the				false

		1703						LN		359		19		false		              19   University of New Mexico.  I worked for the Division of				false

		1704						LN		359		20		false		              20   Public Utilities here at the State of Utah for three or				false

		1705						LN		359		21		false		              21   four years before joining Energy Strategies in 2001.				false

		1706						LN		359		22		false		              22        Q.   Thank you.  Did you prefile rebuttal testimony				false

		1707						LN		359		23		false		              23   in this docket on September 6th of 2018?				false

		1708						LN		359		24		false		              24        A.   I did.				false

		1709						LN		359		25		false		              25        Q.   And was that testimony on behalf of UAE?				false

		1710						PG		360		0		false		page 360				false

		1711						LN		360		1		false		               1        A.   Yes, it was.				false

		1712						LN		360		2		false		               2        Q.   Okay.  And do you adopt that testimony as your				false

		1713						LN		360		3		false		               3   testimony in this proceeding?				false

		1714						LN		360		4		false		               4        A.   I do.				false

		1715						LN		360		5		false		               5        Q.   Do you have any corrections to make to that				false

		1716						LN		360		6		false		               6   testimony?				false

		1717						LN		360		7		false		               7        A.   I do not.				false

		1718						LN		360		8		false		               8             MR. RUSSELL:  And at this point I'll go ahead				false

		1719						LN		360		9		false		               9   and move for the admission of Mr. Townsend's rebuttal				false

		1720						LN		360		10		false		              10   testimony.				false

		1721						LN		360		11		false		              11             CHAIRMAN LEVAR:  If anyone objects, please				false

		1722						LN		360		12		false		              12   indicate to me.  And I am not seeing any, so the motion				false

		1723						LN		360		13		false		              13   is granted.				false

		1724						LN		360		14		false		              14        Q.   (By Mr. Russell) Your testimony was fairly				false

		1725						LN		360		15		false		              15   short, but have you prepared a summary for us today?				false

		1726						LN		360		16		false		              16        A.   I do have one.  Thank you.				false

		1727						LN		360		17		false		              17        Q.   Okay.				false

		1728						LN		360		18		false		              18        A.   Good morning.  UAE did not file direct				false

		1729						LN		360		19		false		              19   testimony in this docket and has not taken a position				false

		1730						LN		360		20		false		              20   regarding preapproval of DEU's proposed LNG facility.				false

		1731						LN		360		21		false		              21   In its application DEU was clear that its proposed LNG				false

		1732						LN		360		22		false		              22   facility is only being planned to serve sales customers.				false

		1733						LN		360		23		false		              23   However, in its direct testimony the OCS testifies that				false

		1734						LN		360		24		false		              24   if the application is approved, transportation customers				false

		1735						LN		360		25		false		              25   should bear some of the cost responsibility of the LNG				false

		1736						PG		361		0		false		page 361				false

		1737						LN		361		1		false		               1   plant.				false

		1738						LN		361		2		false		               2             Similarly, the DPU suggests that to avoid				false

		1739						LN		361		3		false		               3   cross-subsidization, transportation customers be charged				false

		1740						LN		361		4		false		               4   for burning service or, worse, have shutoff valves				false

		1741						LN		361		5		false		               5   installed in the event these customers' usage exceeds				false

		1742						LN		361		6		false		               6   their delivered supply after a DEU curtailment order.				false

		1743						LN		361		7		false		               7             In my rebuttal testimony I respond to both the				false

		1744						LN		361		8		false		               8   OCS and DPU testimony.  At the outset, I point out that				false

		1745						LN		361		9		false		               9   this may not be the appropriate forum for determining				false

		1746						LN		361		10		false		              10   cost allocation for the proposed LNG plant.  However, to				false

		1747						LN		361		11		false		              11   the extent cost allocation is addressed in this				false

		1748						LN		361		12		false		              12   proceeding, I recommend that transportation customers be				false

		1749						LN		361		13		false		              13   excluded from being assigned any LNG facility costs.				false

		1750						LN		361		14		false		              14             First, DEU's application makes it clear that				false

		1751						LN		361		15		false		              15   these facilities are being proposed to serve sales				false

		1752						LN		361		16		false		              16   customers, not transportation customers.  Second, as I				false

		1753						LN		361		17		false		              17   explained in my prefiled testimony, transportation				false

		1754						LN		361		18		false		              18   customers are responsible for arranging their own supply				false

		1755						LN		361		19		false		              19   needs.  As part of this responsibility, transportation				false

		1756						LN		361		20		false		              20   customers are subject to penalties for failure to				false

		1757						LN		361		21		false		              21   balance their consumption with delivery of their				false

		1758						LN		361		22		false		              22   scheduled supply during periods of system constraint.				false

		1759						LN		361		23		false		              23             Third, there is currently an open docket that				false

		1760						LN		361		24		false		              24   addresses a newly proposed hold burn to scheduled				false

		1761						LN		361		25		false		              25   quantity restriction that would have new, higher				false

		1762						PG		362		0		false		page 362				false

		1763						LN		362		1		false		               1   penalties during periods of supply constraints.  These				false

		1764						LN		362		2		false		               2   existing and proposed tariff provisions are the more				false

		1765						LN		362		3		false		               3   appropriate tools for managing transportation service				false

		1766						LN		362		4		false		               4   during supply disruptions.  That concludes my summary.				false

		1767						LN		362		5		false		               5             MR. RUSSELL:  I don't have any additional				false

		1768						LN		362		6		false		               6   questions for Mr. Townsend and will make him available				false

		1769						LN		362		7		false		               7   for direct examination.				false

		1770						LN		362		8		false		               8             CHAIRMAN LEVAR:  Thank you.  Mr. Dodge, does				false

		1771						LN		362		9		false		               9   Magnum have any questions for Mr. Townsend?				false

		1772						LN		362		10		false		              10             MR. DODGE:  No questions, thank you.				false

		1773						LN		362		11		false		              11             CHAIRMAN LEVAR:  Mr. Sabin or Ms. Clark, does				false

		1774						LN		362		12		false		              12   Dominion have any questions?				false

		1775						LN		362		13		false		              13             MR. SABIN:  We do not have any questions.				false

		1776						LN		362		14		false		              14             CHAIRMAN LEVAR:  Okay, thank you.  Mr. Jetter,				false

		1777						LN		362		15		false		              15   do you have any questions?				false

		1778						LN		362		16		false		              16             MR. JETTER:  I do have a few brief questions.				false

		1779						LN		362		17		false		              17                       CROSS-EXAMINATION				false

		1780						LN		362		18		false		              18   BY MR. JETTER:				false

		1781						LN		362		19		false		              19        Q.   Good morning.				false

		1782						LN		362		20		false		              20        A.   Good morning.				false

		1783						LN		362		21		false		              21        Q.   Were you here in the room yesterday or did you				false

		1784						LN		362		22		false		              22   listen to the testimony?				false

		1785						LN		362		23		false		              23        A.   I did not.				false

		1786						LN		362		24		false		              24        Q.   Okay.  I'd like to give you a hypothetical				false

		1787						LN		362		25		false		              25   situation and ask what your opinion is of what you would				false

		1788						PG		363		0		false		page 363				false

		1789						LN		363		1		false		               1   expect Dominion to do in this -- in this situation.  And				false

		1790						LN		363		2		false		               2   hypothetical situation is a transportation customer				false

		1791						LN		363		3		false		               3   supply fails to be delivered.  The Dominion Energy				false

		1792						LN		363		4		false		               4   Utah's supply is short of its expected need during that				false

		1793						LN		363		5		false		               5   day by 30,000 cubic feet, or something within the range				false

		1794						LN		363		6		false		               6   but less than the full capacity of the LNG facility they				false

		1795						LN		363		7		false		               7   have proposed.				false

		1796						LN		363		8		false		               8             Do you think that the prudent choice for the				false

		1797						LN		363		9		false		               9   utility would be to curtail -- and I am going to add one				false

		1798						LN		363		10		false		              10   more portion to my hypothetical here, which is the				false

		1799						LN		363		11		false		              11   transportation customer refuses to voluntarily curtail				false

		1800						LN		363		12		false		              12   its use.				false

		1801						LN		363		13		false		              13             In that scenario do you think that it would be				false

		1802						LN		363		14		false		              14   appropriate for Dominion Energy to physically cut that				false

		1803						LN		363		15		false		              15   customer off by closing the valve at the meter?  Or do				false

		1804						LN		363		16		false		              16   you think that it would be the appropriate choice for				false

		1805						LN		363		17		false		              17   Dominion to continue to serve out of the LNG facility to				false

		1806						LN		363		18		false		              18   that customer?				false

		1807						LN		363		19		false		              19        A.   Well, under those circumstances, at first I				false

		1808						LN		363		20		false		              20   think they would impose their hold burn to scheduled				false

		1809						LN		363		21		false		              21   quantity restriction that's being proposed in this other				false

		1810						LN		363		22		false		              22   docket, and the customer would be subject to those				false

		1811						LN		363		23		false		              23   penalties that would be in that docket, whatever those				false

		1812						LN		363		24		false		              24   happen to be ultimately.				false

		1813						LN		363		25		false		              25             But in terms of what happens to the customer,				false

		1814						PG		364		0		false		page 364				false

		1815						LN		364		1		false		               1   you know, how Dominion would try to meet that load or				false

		1816						LN		364		2		false		               2   not meet that load, that would be up to Dominion.  You				false

		1817						LN		364		3		false		               3   would have to ask them how they would do that.  But				false

		1818						LN		364		4		false		               4   those penalties would be quite substantial that would be				false

		1819						LN		364		5		false		               5   -- are being discussed under the hold burn to scheduled				false

		1820						LN		364		6		false		               6   quantity docket.				false

		1821						LN		364		7		false		               7        Q.   Well, and let's say my hypothetical, this is a				false

		1822						LN		364		8		false		               8   -- this is a hotel.  And they are unwilling to turn the				false

		1823						LN		364		9		false		               9   gas off to heat the hotel.  In that case where you are				false

		1824						LN		364		10		false		              10   left with -- in my hypothetical the only choice is to				false

		1825						LN		364		11		false		              11   either use gas out of the LNG facility or to cut that				false

		1826						LN		364		12		false		              12   customer off, would you suggest that it would be				false

		1827						LN		364		13		false		              13   appropriate for Dominion to cut that customer off?				false

		1828						LN		364		14		false		              14        A.   And in your hypothetical are you assuming that				false

		1829						LN		364		15		false		              15   the supplier for the hotel is just gone on vacation or				false

		1830						LN		364		16		false		              16   --				false

		1831						LN		364		17		false		              17        Q.   Yes, yes.				false

		1832						LN		364		18		false		              18        A.   -- what are you assuming regarding that?				false

		1833						LN		364		19		false		              19        Q.   Their supply is not showing up.				false

		1834						LN		364		20		false		              20        A.   Well, I think it would be quite unusual.  And				false

		1835						LN		364		21		false		              21   but I would -- like I said, I would expect Dominion to				false

		1836						LN		364		22		false		              22   take whatever actions that are allowed under its tariff				false

		1837						LN		364		23		false		              23   to deal with such a situation.				false

		1838						LN		364		24		false		              24        Q.   Even if that remains cutting that customer off				false

		1839						LN		364		25		false		              25   prior to exhausting its LNG facility?				false
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		1841						LN		365		1		false		               1        A.   Well, I think they would impose some				false

		1842						LN		365		2		false		               2   substantial penalties on that customer, and that				false

		1843						LN		365		3		false		               3   customer is going to get the signal, if they do it one				false

		1844						LN		365		4		false		               4   time.				false

		1845						LN		365		5		false		               5             Now, there's a question of whether they were				false

		1846						LN		365		6		false		               6   just absolutely ignoring the problem and just going on				false

		1847						LN		365		7		false		               7   about their business or were they -- or was there some				false

		1848						LN		365		8		false		               8   reason why they didn't shut off when they should have				false

		1849						LN		365		9		false		               9   and cut back their usage.  You know, those are sort of				false

		1850						LN		365		10		false		              10   fact patterns that we are just sort of speculating about				false

		1851						LN		365		11		false		              11   here.				false

		1852						LN		365		12		false		              12        Q.   We are speculating, I agree.  But sort of the				false

		1853						LN		365		13		false		              13   purpose of my hypothetical.  Let me ask kind of the same				false

		1854						LN		365		14		false		              14   target, the same idea, a different way.  Is there any				false

		1855						LN		365		15		false		              15   value to having the option to pay the penalty and				false

		1856						LN		365		16		false		              16   receive gas service through the LNG facility, as				false

		1857						LN		365		17		false		              17   compared to not having the LNG facility available and				false

		1858						LN		365		18		false		              18   having a hard cutoff?				false

		1859						LN		365		19		false		              19             And so the alternatives here are A, pay				false

		1860						LN		365		20		false		              20   penalty and receive service or not have the alternative				false

		1861						LN		365		21		false		              21   and not pay penalty and be cut off.  Do you think that				false

		1862						LN		365		22		false		              22   there is a value to having the option to receive				false

		1863						LN		365		23		false		              23   service?				false

		1864						LN		365		24		false		              24        A.   I suspect that's up to the individual customer				false

		1865						LN		365		25		false		              25   as to whether they see value in such an option, you				false
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		1867						LN		366		1		false		               1   know.  And I can't speak as generally.  It's just going				false

		1868						LN		366		2		false		               2   to be customer by customer.				false

		1869						LN		366		3		false		               3        Q.   Do you think it would be appropriate to give				false

		1870						LN		366		4		false		               4   customers that choice in their tariff?				false

		1871						LN		366		5		false		               5        A.   Well, I think the appropriate thing is to have				false

		1872						LN		366		6		false		               6   tariff provisions like were being discussed in the hold				false

		1873						LN		366		7		false		               7   burn to quantity.  We also have imbalance penalties.				false

		1874						LN		366		8		false		               8   Those are the appropriate place for those to be				false

		1875						LN		366		9		false		               9   addressed.				false

		1876						LN		366		10		false		              10             MR. JETTER:  Thank you.  I have no further				false

		1877						LN		366		11		false		              11   questions.				false

		1878						LN		366		12		false		              12             CHAIRMAN LEVAR:  Thank you, Mr. Jetter.				false

		1879						LN		366		13		false		              13   Mr. Snarr?				false

		1880						LN		366		14		false		              14             MR. SNARR:  I have no questions.				false

		1881						LN		366		15		false		              15             CHAIRMAN LEVAR:  Okay.  Thank you.  Any				false

		1882						LN		366		16		false		              16   redirect, Mr. Russell?				false

		1883						LN		366		17		false		              17             MR. RUSSELL:  No, thank you, Mr. Chairman.				false

		1884						LN		366		18		false		              18             CHAIRMAN LEVAR:  Okay.  Commissioner White, do				false

		1885						LN		366		19		false		              19   you have any questions?				false

		1886						LN		366		20		false		              20             COMMISSIONER WHITE:  No questions, thank you.				false

		1887						LN		366		21		false		              21             CHAIRMAN LEVAR:  Commissioner Clark?				false

		1888						LN		366		22		false		              22             COMMISSIONER CLARK:  I have no questions,				false

		1889						LN		366		23		false		              23   thank you.				false

		1890						LN		366		24		false		              24             CHAIRMAN LEVAR:  I don't either.  Thank you				false

		1891						LN		366		25		false		              25   for your testimony today.				false

		1892						PG		367		0		false		page 367				false

		1893						LN		367		1		false		               1             THE WITNESS:  Thank you.				false

		1894						LN		367		2		false		               2             CHAIRMAN LEVAR:  Anything further from UAE?				false

		1895						LN		367		3		false		               3             MR. RUSSELL:  No further witnesses.  I would				false

		1896						LN		367		4		false		               4   ask if Mr. Townsend can be excused however.				false

		1897						LN		367		5		false		               5             CHAIRMAN LEVAR:  If anyone in the room objects				false

		1898						LN		367		6		false		               6   to that, please indicate.  I am not seeing any, so thank				false

		1899						LN		367		7		false		               7   you.				false

		1900						LN		367		8		false		               8             THE WITNESS:  Thank you.				false

		1901						LN		367		9		false		               9             MR. RUSSELL:  Thank you, Mr. Chairman.				false

		1902						LN		367		10		false		              10             CHAIRMAN LEVAR:  Okay.  Mr. Jetter?				false

		1903						LN		367		11		false		              11             MR. JETTER:  The division would like to call				false

		1904						LN		367		12		false		              12   and have sworn in Douglas Wheelwright.				false

		1905						LN		367		13		false		              13             CHAIRMAN LEVAR:  Good morning,				false

		1906						LN		367		14		false		              14   Mr. Wheelwright.				false

		1907						LN		367		15		false		              15             THE WITNESS:  Good morning.				false

		1908						LN		367		16		false		              16             CHAIRMAN LEVAR:  Do you swear to tell the				false

		1909						LN		367		17		false		              17   truth?				false

		1910						LN		367		18		false		              18             THE WITNESS:  I do.				false

		1911						LN		367		19		false		              19             CHAIRMAN LEVAR:  Thank you.				false

		1912						LN		367		20		false		              20                     DOUGLAS WHEELWRIGHT,				false

		1913						LN		367		21		false		              21   was called as a witness, and having been first duly				false

		1914						LN		367		22		false		              22   sworn to tell the truth, testified as follows:				false

		1915						LN		367		23		false		              23                      DIRECT EXAMINATION				false

		1916						LN		367		24		false		              24   BY MR. JETTER:				false

		1917						LN		367		25		false		              25        Q.   Good morning, Mr. Wheelwright.  Would you				false

		1918						PG		368		0		false		page 368				false

		1919						LN		368		1		false		               1   please state your name and occupation for the record.				false

		1920						LN		368		2		false		               2        A.   My name is Douglas D. Wheelwright.  I am a				false

		1921						LN		368		3		false		               3   technical consultant with Division of Public Utilities.				false

		1922						LN		368		4		false		               4   There we go.				false

		1923						LN		368		5		false		               5        Q.   And in the course of your employment with the				false

		1924						LN		368		6		false		               6   Utah Division of Public Utilities, have you had the				false

		1925						LN		368		7		false		               7   opportunity to review the testimony in this docket filed				false

		1926						LN		368		8		false		               8   by the company and other parties?				false

		1927						LN		368		9		false		               9        A.   Yes, I have.				false

		1928						LN		368		10		false		              10        Q.   And by the company I'd like to correct for the				false

		1929						LN		368		11		false		              11   record that I am referencing Dominion Energy Utah.  Did				false

		1930						LN		368		12		false		              12   you cause -- create and cause to be filed with the				false

		1931						LN		368		13		false		              13   commission direct and rebuttal -- excuse me, surrebuttal				false

		1932						LN		368		14		false		              14   testimony in this docket?				false

		1933						LN		368		15		false		              15        A.   Yes, I did.				false

		1934						LN		368		16		false		              16        Q.   Do you have any corrections or changes you				false

		1935						LN		368		17		false		              17   would like to make to either of those?				false

		1936						LN		368		18		false		              18        A.   I have two brief corrections to my surrebuttal				false

		1937						LN		368		19		false		              19   testimony.  On page 2, line 49 and 50, where it says the				false

		1938						LN		368		20		false		              20   DEU was ranked 14th, that should be changed to 11th.				false

		1939						LN		368		21		false		              21   And that same change on the next line on line 50.				false

		1940						LN		368		22		false		              22        Q.   Thank you.  With those -- with those two				false

		1941						LN		368		23		false		              23   corrections, if you were asked the same questions that				false

		1942						LN		368		24		false		              24   are contained in both your direct and surrebuttal				false

		1943						LN		368		25		false		              25   testimony, would your answers remain the same?				false

		1944						PG		369		0		false		page 369				false

		1945						LN		369		1		false		               1        A.   Yes, they would.				false

		1946						LN		369		2		false		               2             MR. JETTER:  I'd like to move at this point to				false

		1947						LN		369		3		false		               3   enter into the record direct and surrebuttal testimony				false

		1948						LN		369		4		false		               4   filed by Mr. Wheelwright, along with -- direct was --				false

		1949						LN		369		5		false		               5   let's see, included Exhibits 1.0 through 1.6.  And the				false

		1950						LN		369		6		false		               6   surrebuttal included exhibits, Surrebuttal Exhibits 1.0				false

		1951						LN		369		7		false		               7   through 1.4.				false

		1952						LN		369		8		false		               8             CHAIRMAN LEVAR:  If any parties objects to				false

		1953						LN		369		9		false		               9   that motion, please indicate.  I am not seeing any				false

		1954						LN		369		10		false		              10   objection, so the motion is granted.				false

		1955						LN		369		11		false		              11             MR. JETTER:  Thank you.				false

		1956						LN		369		12		false		              12        Q.   (By Mr. Jetter) And Mr. Wheelwright, have you				false

		1957						LN		369		13		false		              13   prepared a brief summary of your testimony?				false

		1958						LN		369		14		false		              14        A.   Yes, I have.				false

		1959						LN		369		15		false		              15        Q.   Please go ahead.				false

		1960						LN		369		16		false		              16        A.   Thank you.  Good morning, commissioners.  In				false

		1961						LN		369		17		false		              17   this docket Dominion Energy Utah has asked for approval				false

		1962						LN		369		18		false		              18   to construct an on-system liquefied natural gas				false

		1963						LN		369		19		false		              19   facility.  In order to help evaluate the company's				false

		1964						LN		369		20		false		              20   application, the division hired Daymark Energy Advisors				false

		1965						LN		369		21		false		              21   to review the information and provide analysis.				false

		1966						LN		369		22		false		              22             Mr. Allen Neale from Daymark provided direct				false

		1967						LN		369		23		false		              23   and surrebuttal testimony on behalf of the division and				false

		1968						LN		369		24		false		              24   identified specific areas of concern and recommendations				false

		1969						LN		369		25		false		              25   which support the division's position.  Mr. Neale is				false

		1970						PG		370		0		false		page 370				false

		1971						LN		370		1		false		               1   here today and will be providing testimony at this				false

		1972						LN		370		2		false		               2   hearing.				false

		1973						LN		370		3		false		               3             The requirements for approval of a resource				false

		1974						LN		370		4		false		               4   decision are identified in Utah code Section 54-17-402.				false

		1975						LN		370		5		false		               5   In this proceeding the commission is to determine if the				false

		1976						LN		370		6		false		               6   proposed request is in the public interest, taking into				false

		1977						LN		370		7		false		               7   consideration a number of specific requirements.  The				false

		1978						LN		370		8		false		               8   first requirement identified in the Utah code is whether				false

		1979						LN		370		9		false		               9   the proposed resource will most likely result in the				false

		1980						LN		370		10		false		              10   acquisition, production and delivery of utility services				false

		1981						LN		370		11		false		              11   at the lowest reasonable cost to retail customers.				false

		1982						LN		370		12		false		              12             Approval is not warranted because Dominion				false

		1983						LN		370		13		false		              13   Energy has failed to show that the proposed LNG facility				false

		1984						LN		370		14		false		              14   will result in the provision of services at the lowest				false

		1985						LN		370		15		false		              15   reasonable cost.  It is clear that Dominion Energy wants				false

		1986						LN		370		16		false		              16   to build an LNG facility but may not need this type of				false

		1987						LN		370		17		false		              17   facility based on the cost of other options that may be				false

		1988						LN		370		18		false		              18   available.				false

		1989						LN		370		19		false		              19             The very heart of this issue is the company's				false

		1990						LN		370		20		false		              20   failure to establish a clear need for the identified				false

		1991						LN		370		21		false		              21   resource.  The company's provided instances of supply				false

		1992						LN		370		22		false		              22   cuts due to cold weather conditions.  However, these				false

		1993						LN		370		23		false		              23   conditions have been short in duration and have been				false

		1994						LN		370		24		false		              24   satisfied using other storage or purchase options.				false

		1995						LN		370		25		false		              25             The purported secondary benefits, such as				false

		1996						PG		371		0		false		page 371				false

		1997						LN		371		1		false		               1   earthquakes, land slides, and remote distribution of LNG				false

		1998						LN		371		2		false		               2   are ill served by the proposed resource, especially if				false

		1999						LN		371		3		false		               3   it is meant to remedy the supply failures Dominion				false

		2000						LN		371		4		false		               4   Energy identifies.				false

		2001						LN		371		5		false		               5             Another requirement of the Utah code that must				false

		2002						LN		371		6		false		               6   be considered is the long-term and short-term impacts.				false

		2003						LN		371		7		false		               7   The proposed LNG facility will require a large capital				false

		2004						LN		371		8		false		               8   expenditure that will put upward pressure on rates.				false

		2005						LN		371		9		false		               9   Based on the information from the U.S. Energy				false

		2006						LN		371		10		false		              10   Information Administration and the American Gas				false

		2007						LN		371		11		false		              11   Association, Utah no longer enjoys some of the lowest				false

		2008						LN		371		12		false		              12   gas prices in the country.  Adding significant long-term				false

		2009						LN		371		13		false		              13   cost to customer rates for an LNG facility that will				false

		2010						LN		371		14		false		              14   have limited use does not serve the public interest.				false

		2011						LN		371		15		false		              15             The division also recommends that the				false

		2012						LN		371		16		false		              16   commission consider the impact to customer rates for				false

		2013						LN		371		17		false		              17   this facility, along with the potential increase that is				false

		2014						LN		371		18		false		              18   likely to occur with the next general rate case				false

		2015						LN		371		19		false		              19   scheduled to begin in 2019.				false

		2016						LN		371		20		false		              20             The storage tanks that are for the proposed				false

		2017						LN		371		21		false		              21   facility will take 150 days to fill, and company				false

		2018						LN		371		22		false		              22   witnesses have testified that the send-out model will be				false

		2019						LN		371		23		false		              23   used to determine the most cost effective way to fill				false

		2020						LN		371		24		false		              24   LNG tanks.				false

		2021						LN		371		25		false		              25             Even though the proposed facility would be				false

		2022						PG		372		0		false		page 372				false

		2023						LN		372		1		false		               1   filled during the summer months, when the market price				false

		2024						LN		372		2		false		               2   for natural gas is usually low, the send-out model will				false

		2025						LN		372		3		false		               3   most likely select more expensive Westpro production to				false

		2026						LN		372		4		false		               4   fill the tanks due to limitations and restrictions built				false

		2027						LN		372		5		false		               5   into the send-out model.				false

		2028						LN		372		6		false		               6             With expensive gas going to the facility and				false

		2029						LN		372		7		false		               7   the high cost to liquefy, store and vaporize the gas for				false

		2030						LN		372		8		false		               8   future use, the company estimates that gas coming from				false

		2031						LN		372		9		false		               9   this facility would cost $8.70 per decatherm based on				false

		2032						LN		372		10		false		              10   the current cost of service price.  This price per				false

		2033						LN		372		11		false		              11   decatherm is significantly higher than the current				false

		2034						LN		372		12		false		              12   market price and would be passed on to customers.				false

		2035						LN		372		13		false		              13             The division is not convinced that the				false

		2036						LN		372		14		false		              14   proposed facility will be under the complete control of				false

		2037						LN		372		15		false		              15   Dominion Energy Utah.  The daily management of system				false

		2038						LN		372		16		false		              16   pressures on both the Dominion Energy Utah distribution				false

		2039						LN		372		17		false		              17   and the Dominion Energy Questar Pipeline system are				false

		2040						LN		372		18		false		              18   managed by pipeline employees in the gas control				false

		2041						LN		372		19		false		              19   department.  The daily management of both systems is				false

		2042						LN		372		20		false		              20   accomplished by shared employees from a common gas				false

		2043						LN		372		21		false		              21   control room.				false

		2044						LN		372		22		false		              22             Based on the response to data requests, it				false

		2045						LN		372		23		false		              23   appears that the operation of an LNG facility would be				false

		2046						LN		372		24		false		              24   jointly managed by employees from Dominion Energy Utah				false

		2047						LN		372		25		false		              25   and Dominion Energy Questar Pipeline.				false

		2048						PG		373		0		false		page 373				false

		2049						LN		373		1		false		               1             This application has identified various				false

		2050						LN		373		2		false		               2   options and reasons for selecting the proposed LNG				false

		2051						LN		373		3		false		               3   facility.  However, it appears that many of the				false

		2052						LN		373		4		false		               4   alternatives have been hand selected and may not have				false

		2053						LN		373		5		false		               5   been given the same initial requirements for a fair				false

		2054						LN		373		6		false		               6   comparison.				false

		2055						LN		373		7		false		               7             Rather than identifying a specific need to be				false

		2056						LN		373		8		false		               8   met and seeking any and all resources to meet that need				false

		2057						LN		373		9		false		               9   and evaluate the options, it appears that the company				false

		2058						LN		373		10		false		              10   already knew what course of action it wanted to take.				false

		2059						LN		373		11		false		              11   As early as 2014, the company began looking at the cost				false

		2060						LN		373		12		false		              12   and possible locations for adding an LNG facility to its				false

		2061						LN		373		13		false		              13   distribution system.				false

		2062						LN		373		14		false		              14             Investor presentations in 2017 from Dominion				false

		2063						LN		373		15		false		              15   Energy Utah's parent company identified one of the				false

		2064						LN		373		16		false		              16   sources for continued revenue growth for the utility in				false

		2065						LN		373		17		false		              17   future years will come from the addition of an LNG				false

		2066						LN		373		18		false		              18   facility in northern Utah.				false

		2067						LN		373		19		false		              19             Bids from other parties to meet supply				false

		2068						LN		373		20		false		              20   reliability needs that have been identified in this				false

		2069						LN		373		21		false		              21   docket were not received until as late as 2018.				false

		2070						LN		373		22		false		              22   Therefore, it appears that the decision to build the LNG				false

		2071						LN		373		23		false		              23   facility was made before other options were reviewed.				false

		2072						LN		373		24		false		              24             In summary, the company has not demonstrated				false

		2073						LN		373		25		false		              25   that the proposed LNG facility is in the public interest				false

		2074						PG		374		0		false		page 374				false

		2075						LN		374		1		false		               1   or that the proposed facility will result in the lowest				false

		2076						LN		374		2		false		               2   reasonable utility service.  Dominion Energy Utah has				false

		2077						LN		374		3		false		               3   not satisfied the requirements for preapproval as				false

		2078						LN		374		4		false		               4   outlined, and the company's request should not be				false

		2079						LN		374		5		false		               5   approved.				false

		2080						LN		374		6		false		               6             If the commission finds that further action is				false

		2081						LN		374		7		false		               7   needed, it should order Dominion Energy Utah to clearly				false

		2082						LN		374		8		false		               8   define the needed capabilities and issue an all-source				false

		2083						LN		374		9		false		               9   RFP to meet the specific need and requirement.  And that				false

		2084						LN		374		10		false		              10   concludes my summary.				false

		2085						LN		374		11		false		              11             MR. JETTER:  Thank you.  I have no further				false

		2086						LN		374		12		false		              12   questions for Mr. Wheelwright now.  Tender him for				false

		2087						LN		374		13		false		              13   cross-examination, questions from the commission.				false

		2088						LN		374		14		false		              14             CHAIRMAN LEVAR:  Thank you.  Mr. Snarr, do you				false

		2089						LN		374		15		false		              15   have any questions?				false

		2090						LN		374		16		false		              16             MR. SNARR:  No, the office has no questions.				false

		2091						LN		374		17		false		              17             CHAIRMAN LEVAR:  Okay.  Thank you.  Mr. Dodge,				false

		2092						LN		374		18		false		              18   any questions from Magnum?				false

		2093						LN		374		19		false		              19             MR. DODGE:  No, thank you.				false

		2094						LN		374		20		false		              20             CHAIRMAN LEVAR:  Mr. Russell?				false

		2095						LN		374		21		false		              21             MR. RUSSELL:  No, thank you, Mr. Chairman.				false

		2096						LN		374		22		false		              22             CHAIRMAN LEVAR:  Why don't we go ahead and				false

		2097						LN		374		23		false		              23   take a 10 minute break, and then we'll go to any				false

		2098						LN		374		24		false		              24   cross-examination from Dominion.  I think our clock is				false

		2099						LN		374		25		false		              25   now in substantial compliance with federal law, so we'll				false

		2100						PG		375		0		false		page 375				false

		2101						LN		375		1		false		               1   come at about five to.				false

		2102						LN		375		2		false		               2             (Recess from 10:46 a.m. to 10:55 a.m.)				false

		2103						LN		375		3		false		               3             CHAIRMAN LEVAR:  Okay.  We're back on the				false

		2104						LN		375		4		false		               4   record.  And we will go to any cross-examination of				false

		2105						LN		375		5		false		               5   Mr. Wheelwright by Dominion Energy Utah.				false

		2106						LN		375		6		false		               6             MS. CLARK:  Yeah.  Just a few, thank you.				false

		2107						LN		375		7		false		               7                       CROSS-EXAMINATION				false

		2108						LN		375		8		false		               8   BY MS. CLARK:				false

		2109						LN		375		9		false		               9        Q.   Mr. Wheelwright, in the course of the work you				false

		2110						LN		375		10		false		              10   have conducted in this docket, you reviewed Ms. Faust's				false

		2111						LN		375		11		false		              11   analysis and the options the company considered, did you				false

		2112						LN		375		12		false		              12   not?				false

		2113						LN		375		13		false		              13        A.   I did.				false

		2114						LN		375		14		false		              14        Q.   And can you, sitting here today, identify any				false

		2115						LN		375		15		false		              15   option that the company overlooked and failed to include				false

		2116						LN		375		16		false		              16   in that analysis?				false

		2117						LN		375		17		false		              17        A.   Not that I am aware of.				false

		2118						LN		375		18		false		              18        Q.   You talked today, Mr. Wheelwright, about your				false

		2119						LN		375		19		false		              19   concern about control of the proposed LNG facility.				false

		2120						LN		375		20		false		              20   Were you able to review data request responses that were				false

		2121						LN		375		21		false		              21   issued in response to Division of Public Utilities'				false

		2122						LN		375		22		false		              22   information request?				false

		2123						LN		375		23		false		              23        A.   Yes, I was.				false

		2124						LN		375		24		false		              24        Q.   And did you review DPU 9.12 identifying how				false

		2125						LN		375		25		false		              25   this facility would be operated from a gas control				false

		2126						PG		376		0		false		page 376				false

		2127						LN		376		1		false		               1   perspective?				false

		2128						LN		376		2		false		               2        A.   I did.				false

		2129						LN		376		3		false		               3        Q.   And did you see in that answer that any use of				false

		2130						LN		376		4		false		               4   the LNG resource would be under the direction of the				false

		2131						LN		376		5		false		               5   director of engineering and the vice president and				false

		2132						LN		376		6		false		               6   general manager of Dominion Energy Utah?				false

		2133						LN		376		7		false		               7        A.   I did.  I also respond -- read and included in				false

		2134						LN		376		8		false		               8   my surrebuttal testimony the response to DPU 9.13.  If				false

		2135						LN		376		9		false		               9   you would like, I could share that with you.  And that				false

		2136						LN		376		10		false		              10   specifically says that in emergency or unforeseen				false

		2137						LN		376		11		false		              11   situations that are not caused by weather, gas supply				false

		2138						LN		376		12		false		              12   and gas control would monitor pressures and make				false

		2139						LN		376		13		false		              13   determination if the LNG facility should be used to				false

		2140						LN		376		14		false		              14   maintain those pressures.				false

		2141						LN		376		15		false		              15             That to me says both entities are going to be				false

		2142						LN		376		16		false		              16   involved.				false

		2143						LN		376		17		false		              17        Q.   So give me just one second.  To be clear,				false

		2144						LN		376		18		false		              18   Mr. Wheelwright, that 9.13 also indicated that the use				false

		2145						LN		376		19		false		              19   of the LNG resource is under the direction of the two				false

		2146						LN		376		20		false		              20   individuals I identified?				false

		2147						LN		376		21		false		              21        A.   I agree.				false

		2148						LN		376		22		false		              22        Q.   So you would agree that under any				false

		2149						LN		376		23		false		              23   circumstances, executives and officers of Dominion				false

		2150						LN		376		24		false		              24   Energy Utah would be involved in the decision making,				false

		2151						LN		376		25		false		              25   would you not?				false

		2152						PG		377		0		false		page 377				false

		2153						LN		377		1		false		               1        A.   I believe they would be involved, yes.				false

		2154						LN		377		2		false		               2        Q.   Okay.  Couple more questions.  Do you				false

		2155						LN		377		3		false		               3   subscribe to and agree with Mr. Neale's testimony and				false

		2156						LN		377		4		false		               4   conclusions in this matter?				false

		2157						LN		377		5		false		               5        A.   Yes.				false

		2158						LN		377		6		false		               6        Q.   And at lines 789 to 798 of his testimony --				false

		2159						LN		377		7		false		               7   and I am going to paraphrase.  If you would like to read				false

		2160						LN		377		8		false		               8   it, I would be happy --				false

		2161						LN		377		9		false		               9        A.   I don't have it with me, no.				false

		2162						LN		377		10		false		              10        Q.   Okay.  Well, let me paraphrase and if it's --				false

		2163						LN		377		11		false		              11             MR. JETTER:  Can I just interrupt?  Is this				false

		2164						LN		377		12		false		              12   direct or surrebuttal?				false

		2165						LN		377		13		false		              13             MS. CLARK:  It is 789, I believe his direct.				false

		2166						LN		377		14		false		              14        Q.   (By Ms. Clark)  He indicates that he has heard				false

		2167						LN		377		15		false		              15   of instances when industrial customers have refused to				false

		2168						LN		377		16		false		              16   restrict usage when the economics didn't support it and				false

		2169						LN		377		17		false		              17   that he's not confident that residential users would				false

		2170						LN		377		18		false		              18   restrict.  Would you agree with that conclusion?				false

		2171						LN		377		19		false		              19        A.   Residential -- I'm sorry.  I didn't understand				false

		2172						LN		377		20		false		              20   the question.				false

		2173						LN		377		21		false		              21        Q.   Let me rephrase.  When discussing the notion				false

		2174						LN		377		22		false		              22   of demand response and the demand response option				false

		2175						LN		377		23		false		              23   evaluated by the company, Mr. Neale suggests that he is				false

		2176						LN		377		24		false		              24   aware of circumstances where industrial customers have				false

		2177						LN		377		25		false		              25   failed to restrict when directed to do so, and he seems				false

		2178						PG		378		0		false		page 378				false

		2179						LN		378		1		false		               1   to express cynicism that residential customers would				false

		2180						LN		378		2		false		               2   restrict if called upon to do so.  And I am just asking				false

		2181						LN		378		3		false		               3   if you agree with those observations and conclusions.				false

		2182						LN		378		4		false		               4        A.   I would ask him.  I don't know if residential				false

		2183						LN		378		5		false		               5   customers would restrict usage or not.  I don't know.				false

		2184						LN		378		6		false		               6             MS. CLARK:  Okay.  I don't have any other				false

		2185						LN		378		7		false		               7   questions.				false

		2186						LN		378		8		false		               8             CHAIRMAN LEVAR:  Okay.  Thank you.  Any				false

		2187						LN		378		9		false		               9   redirect, Mr. Jetter?				false

		2188						LN		378		10		false		              10             MR. JETTER:  No, thank you.				false

		2189						LN		378		11		false		              11             CHAIRMAN LEVAR:  And Commissioner White?				false

		2190						LN		378		12		false		              12             COMMISSIONER WHITE:  No questions.  Thank you.				false

		2191						LN		378		13		false		              13             CHAIRMAN LEVAR:  Commissioner Clark?				false

		2192						LN		378		14		false		              14             COMMISSIONER CLARK:  No questions, thanks.				false

		2193						LN		378		15		false		              15             CHAIRMAN LEVAR:  I don't think I have any				false

		2194						LN		378		16		false		              16   either.  So thank you for your testimony,				false

		2195						LN		378		17		false		              17   Mr. Wheelwright.				false

		2196						LN		378		18		false		              18             THE WITNESS:  Thank you.				false

		2197						LN		378		19		false		              19             CHAIRMAN LEVAR:  Mr. Jetter?				false

		2198						LN		378		20		false		              20             MR. JETTER:  Thank you.  The division would				false

		2199						LN		378		21		false		              21   next like to call and have sworn in division witness				false

		2200						LN		378		22		false		              22   Allen Neale.				false

		2201						LN		378		23		false		              23             CHAIRMAN LEVAR:  Good morning, Mr. Neale.				false

		2202						LN		378		24		false		              24             THE WITNESS:  Good morning.				false

		2203						LN		378		25		false		              25             CHAIRMAN LEVAR:  Do you swear to tell the				false

		2204						PG		379		0		false		page 379				false

		2205						LN		379		1		false		               1   truth?				false

		2206						LN		379		2		false		               2             THE WITNESS:  I do.				false

		2207						LN		379		3		false		               3             CHAIRMAN LEVAR:  Thank you.				false

		2208						LN		379		4		false		               4                         ALLEN NEALE,				false

		2209						LN		379		5		false		               5   was called as a witness, and having been first duly				false

		2210						LN		379		6		false		               6   sworn to tell the truth, testified as follows:				false

		2211						LN		379		7		false		               7                      DIRECT EXAMINATION				false

		2212						LN		379		8		false		               8   BY MR. JETTER:				false

		2213						LN		379		9		false		               9        Q.   Good morning, Mr. Neale.  Would you please				false

		2214						LN		379		10		false		              10   state your name and occupation, and actually, I would				false

		2215						LN		379		11		false		              11   also ask you to please spell your last name for the				false

		2216						LN		379		12		false		              12   record.				false

		2217						LN		379		13		false		              13        A.   I will.  My name is Allen R. Neale.  That's				false

		2218						LN		379		14		false		              14   N-E-A-L-E.  I am a consultant working in conjunction				false

		2219						LN		379		15		false		              15   with Daymark Energy Advisors.  And our business address				false

		2220						LN		379		16		false		              16   is 370 Main Street, Suite 325, Worcester, Mass.				false

		2221						LN		379		17		false		              17        Q.   Thank you.				false

		2222						LN		379		18		false		              18        A.   And Worcester is spelled W-O-R-C-E-S-T-E-R.				false

		2223						LN		379		19		false		              19   So sorry, but --				false

		2224						LN		379		20		false		              20        Q.   Thank you.				false

		2225						LN		379		21		false		              21        A.   Even I can't spell it.				false

		2226						LN		379		22		false		              22        Q.   And in the course of your participation in				false

		2227						LN		379		23		false		              23   this docket on behalf of the Utah Division of Public				false

		2228						LN		379		24		false		              24   Utilities, did you create and cause to be filed with the				false

		2229						LN		379		25		false		              25   commission direct and surrebuttal testimony in this				false

		2230						PG		380		0		false		page 380				false

		2231						LN		380		1		false		               1   docket?				false

		2232						LN		380		2		false		               2        A.   I did.				false

		2233						LN		380		3		false		               3        Q.   Do you have any corrections or changes you				false

		2234						LN		380		4		false		               4   would like to make to those?				false

		2235						LN		380		5		false		               5        A.   Not at this time.				false

		2236						LN		380		6		false		               6        Q.   And if you were asked the same questions				false

		2237						LN		380		7		false		               7   contained in both your direct and surrebuttal testimony				false

		2238						LN		380		8		false		               8   this morning, would your answers remain the same?				false

		2239						LN		380		9		false		               9        A.   They would.				false

		2240						LN		380		10		false		              10        Q.   Thank you.				false

		2241						LN		380		11		false		              11             MR. JETTER:  I'd like to move at this time to				false

		2242						LN		380		12		false		              12   enter into the record the direct and surrebuttal				false

		2243						LN		380		13		false		              13   testimony of Allen R. Neale, along with the exhibits				false

		2244						LN		380		14		false		              14   that were attached thereto.  The direct testimony				false

		2245						LN		380		15		false		              15   included 2.0 through 2.17 DIR, and the surrebuttal				false

		2246						LN		380		16		false		              16   testimony did not include exhibits, however was simply				false

		2247						LN		380		17		false		              17   be filed in confidential and redacted form.				false

		2248						LN		380		18		false		              18             CHAIRMAN LEVAR:  If any party objects to the				false

		2249						LN		380		19		false		              19   motion, please indicate.  I am not seeing any objection.				false

		2250						LN		380		20		false		              20   The motion is granted.				false

		2251						LN		380		21		false		              21             MR. JETTER:  Thank you.				false

		2252						LN		380		22		false		              22        Q.   (By Mr. Jetter) And Mr. Neale, have you				false

		2253						LN		380		23		false		              23   prepared a brief summary of your testimony?				false

		2254						LN		380		24		false		              24        A.   I am going to be as brief as I possibly can.				false

		2255						LN		380		25		false		              25   Everybody's pain quotient is, I'm sure, low.				false

		2256						PG		381		0		false		page 381				false

		2257						LN		381		1		false		               1        Q.   Great.  Go ahead.				false

		2258						LN		381		2		false		               2        A.   I was asked by the Utah Division of Public				false

		2259						LN		381		3		false		               3   Utilities to address four main points, and I'll try to				false

		2260						LN		381		4		false		               4   go through each of them.				false

		2261						LN		381		5		false		               5             The accuracy of the models and assumptions				false

		2262						LN		381		6		false		               6   used by DEU used to calculate the requirements to meet				false

		2263						LN		381		7		false		               7   an expected shortfall and so -- the company was, I				false

		2264						LN		381		8		false		               8   thought did a great job providing weather history.  And				false

		2265						LN		381		9		false		               9   in defense of Ms. Faust, and as a former gas supply guy,				false

		2266						LN		381		10		false		              10   the fact that real low temperature occurred just once is				false

		2267						LN		381		11		false		              11   enough to settle the debate about probability because if				false

		2268						LN		381		12		false		              12   it happened once, it certainly can happened again.				false

		2269						LN		381		13		false		              13             And so I think the company did demonstrate				false

		2270						LN		381		14		false		              14   that it had this need, and I would -- my recollection, I				false

		2271						LN		381		15		false		              15   think the shortfall on one of the days was like 139,000				false

		2272						LN		381		16		false		              16   decatherms.  And from that, I think the company came to				false

		2273						LN		381		17		false		              17   the conclusion, and I am sure it was after they looked				false

		2274						LN		381		18		false		              18   at the sizes of vaporization equipment and so forth,				false

		2275						LN		381		19		false		              19   that they should put together something that met 150,000				false

		2276						LN		381		20		false		              20   decatherms a day, provide eight days of service and				false

		2277						LN		381		21		false		              21   store 1.2 million decatherms of supply.  So I found the				false

		2278						LN		381		22		false		              22   company's conclusions to be reasonable.				false

		2279						LN		381		23		false		              23             Secondly, I was asked whether the proposed LNG				false

		2280						LN		381		24		false		              24   facility is physically capable of meeting any such				false

		2281						LN		381		25		false		              25   shortfall, and I was able to by phone and by exhibit, I				false

		2282						PG		382		0		false		page 382				false

		2283						LN		382		1		false		               1   guess, talk with Mr. Platt about his system and				false

		2284						LN		382		2		false		               2   discovered they use Synergy to find product.  I am older				false

		2285						LN		382		3		false		               3   than Mr. Platt, and I go back to the Stoner model, which				false

		2286						LN		382		4		false		               4   is what Synergy is based on.  So I have a reasonable				false

		2287						LN		382		5		false		               5   understanding of what he is using as a tool.  Great				false

		2288						LN		382		6		false		               6   tool.				false

		2289						LN		382		7		false		               7             And after going through the scenarios, I was				false

		2290						LN		382		8		false		               8   sure that the LNG facility's full capacity could be				false

		2291						LN		382		9		false		               9   absorbed in the area.  Now, having said that, the				false

		2292						LN		382		10		false		              10   company was also going to, if they had a shortfall, they				false

		2293						LN		382		11		false		              11   could back off the use of the volumes at a city gate				false

		2294						LN		382		12		false		              12   station that was nearby and then use displacement over				false

		2295						LN		382		13		false		              13   the pipeline to send gas to other areas, hopefully to				false

		2296						LN		382		14		false		              14   take care of other isolated issues.				false

		2297						LN		382		15		false		              15             So I thought that was a reasonable plan.  But,				false

		2298						LN		382		16		false		              16   you know, clearly, the LNG facility was going to take				false

		2299						LN		382		17		false		              17   care of that area.  But they had a plan to use				false

		2300						LN		382		18		false		              18   displacement to maybe settle some things on other sites.				false

		2301						LN		382		19		false		              19             Third, whether the cost and noncost evaluation				false

		2302						LN		382		20		false		              20   criteria is robust enough for the selection purposes.				false

		2303						LN		382		21		false		              21   You know, I went back and looked at the IRPs that the				false

		2304						LN		382		22		false		              22   company had in the past few years provided.  And while I				false

		2305						LN		382		23		false		              23   saw a description of the LNG facility, it was				false

		2306						LN		382		24		false		              24   certainly -- there's probably two or three different				false

		2307						LN		382		25		false		              25   permutations of what they were looking for in an LNG				false
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		2309						LN		383		1		false		               1   facility.				false

		2310						LN		383		2		false		               2             So in this case, it was the first time I saw				false

		2311						LN		383		3		false		               3   that they came up with the specifics, 150,000 decatherms				false

		2312						LN		383		4		false		               4   a day, eight days of service and 1.2 million decatherms				false

		2313						LN		383		5		false		               5   of storage.  But it did not seem to say that in any of				false

		2314						LN		383		6		false		               6   the IRPs.				false

		2315						LN		383		7		false		               7             In my time as a gas -- manager of gas supply,				false

		2316						LN		383		8		false		               8   we had an IRP process, and we would define in our IRP				false

		2317						LN		383		9		false		               9   process what it was that we needed.  And then when we				false

		2318						LN		383		10		false		              10   could agree that that was what was necessary to meet				false

		2319						LN		383		11		false		              11   needs currently and into the future, you would go out to				false

		2320						LN		383		12		false		              12   an RFP to seek that type of supply.  And in this case,				false

		2321						LN		383		13		false		              13   once again, it was for 150,000 decatherms a day, eight				false

		2322						LN		383		14		false		              14   days of service and a storage quantity of 1.2 million				false

		2323						LN		383		15		false		              15   decatherms.				false

		2324						LN		383		16		false		              16             Now, as I looked at the massive RFPs -- and I				false

		2325						LN		383		17		false		              17   know the company's done a lot of work asking different				false

		2326						LN		383		18		false		              18   people for supplies -- unfortunately, I didn't see the				false

		2327						LN		383		19		false		              19   requirements of 150,000 decatherms a day, eight days of				false

		2328						LN		383		20		false		              20   service in those RFP responses.				false

		2329						LN		383		21		false		              21             So I am troubled because I had expected to see				false

		2330						LN		383		22		false		              22   several responses from different companies hoping to				false

		2331						LN		383		23		false		              23   provide that level service, and frankly, that is what is				false

		2332						LN		383		24		false		              24   bothered me the most, that we didn't have a true				false

		2333						LN		383		25		false		              25   apples-to-apples comparison.				false
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		2335						LN		384		1		false		               1             So the last topic was No. 4, whether the				false

		2336						LN		384		2		false		               2   proposed LNG facility would meet the standard for this				false

		2337						LN		384		3		false		               3   resource investment to be in the public interest.  And I				false

		2338						LN		384		4		false		               4   just think it fails because you don't have adequate RFPs				false

		2339						LN		384		5		false		               5   for that level of service.  And so we are unable to				false

		2340						LN		384		6		false		               6   really assess what in this case I believe is risk, the				false

		2341						LN		384		7		false		               7   cost of risk.				false

		2342						LN		384		8		false		               8             The company -- and again, Ms. Faust, I do				false

		2343						LN		384		9		false		               9   share your concern.  The company needs to have firm				false

		2344						LN		384		10		false		              10   supplies to meet its customers' needs.  I am acutely				false

		2345						LN		384		11		false		              11   aware of that being from New England.  And so, however,				false

		2346						LN		384		12		false		              12   sometimes when you have RFPs, some of the things you				false

		2347						LN		384		13		false		              13   consider, after you receive them, is the price and				false

		2348						LN		384		14		false		              14   non-price criteria.				false

		2349						LN		384		15		false		              15             Price is one thing.  Risk happens to be a				false

		2350						LN		384		16		false		              16   non-price criteria, and it's only after you evaluate the				false

		2351						LN		384		17		false		              17   difference in costs that you really know what the value				false

		2352						LN		384		18		false		              18   of risk is in this case.  I don't believe we have that				false

		2353						LN		384		19		false		              19   in front of us, the cost difference between two or more				false

		2354						LN		384		20		false		              20   resources that could meet their needs.				false

		2355						LN		384		21		false		              21             And also, I'll just make a comment that either				false

		2356						LN		384		22		false		              22   an LNG facility or an underground storage facility would				false

		2357						LN		384		23		false		              23   meet, you know, technically their needs.  And the				false

		2358						LN		384		24		false		              24   definition of peak shaving, I happen to -- in my time, I				false

		2359						LN		384		25		false		              25   was in charge of our peak shaving facility.  And the				false

		2360						PG		385		0		false		page 385				false

		2361						LN		385		1		false		               1   reason peakers were built is because the cost of				false

		2362						LN		385		2		false		               2   transportation exceeded the cost, if you will, over time				false

		2363						LN		385		3		false		               3   of building an LNG facility.  It was really a capacity				false

		2364						LN		385		4		false		               4   issue.  And so that's really what the genesis of peak				false

		2365						LN		385		5		false		               5   shaving facilities were.				false

		2366						LN		385		6		false		               6             And regardless, however, even in this case, if				false

		2367						LN		385		7		false		               7   I saw that the economics of building an LNG facility				false

		2368						LN		385		8		false		               8   were favorable, I don't care what the purpose it was				false

		2369						LN		385		9		false		               9   that I was using the plant for, as long as the economics				false

		2370						LN		385		10		false		              10   worked out.  And I would say that that pretty much is				false

		2371						LN		385		11		false		              11   the essence of any testimony.  Thank you.				false

		2372						LN		385		12		false		              12        Q.   Thank you, Mr. Neale.				false

		2373						LN		385		13		false		              13             MR. JETTER:  I have no further questions, and				false

		2374						LN		385		14		false		              14   Mr. Neale is available for cross from the parties and				false

		2375						LN		385		15		false		              15   questions from the commission.				false

		2376						LN		385		16		false		              16             CHAIRMAN LEVAR:  Thank you, Mr. Jetter.				false

		2377						LN		385		17		false		              17   Mr. Snarr, do you have any questions for Mr. Neale?				false

		2378						LN		385		18		false		              18             MR. SNARR:  No.  The office has no questions.				false

		2379						LN		385		19		false		              19             CHAIRMAN LEVAR:  Thank you.  Mr. Russell?				false

		2380						LN		385		20		false		              20             MR. RUSSELL:  No questions from UAE.				false

		2381						LN		385		21		false		              21             CHAIRMAN LEVAR:  Okay.  Dominion?				false

		2382						LN		385		22		false		              22             MR. SABIN:  Yes.  Thank you.				false

		2383						LN		385		23		false		              23                       CROSS-EXAMINATION				false

		2384						LN		385		24		false		              24   BY MR. SABIN:				false

		2385						LN		385		25		false		              25        Q.   Mr.  Neale, thank you for being here today.  I				false

		2386						PG		386		0		false		page 386				false

		2387						LN		386		1		false		               1   want to maybe spend a couple minutes getting out of the				false

		2388						LN		386		2		false		               2   way the places where we maybe don't disagree.				false

		2389						LN		386		3		false		               3        A.   Okay.				false

		2390						LN		386		4		false		               4        Q.   And then focus on the places where I think				false

		2391						LN		386		5		false		               5   there may be disagreement.  Is that okay?				false

		2392						LN		386		6		false		               6        A.   It's fine.				false

		2393						LN		386		7		false		               7        Q.   As I listened to your opening summary, I take				false

		2394						LN		386		8		false		               8   it from your summary that you don't really dispute the				false

		2395						LN		386		9		false		               9   company's need for this facility?				false

		2396						LN		386		10		false		              10        A.   The company has a need for 150,000 decatherms				false

		2397						LN		386		11		false		              11   a day and eight days of service at 1.2 million -- I'm				false

		2398						LN		386		12		false		              12   sorry, decatherms of storage.				false

		2399						LN		386		13		false		              13        Q.   That's okay.  All right.  And so if we move				false

		2400						LN		386		14		false		              14   beyond need to what are the resources that can serve				false

		2401						LN		386		15		false		              15   that need, I also understood from your testimony that				false

		2402						LN		386		16		false		              16   you reviewed with Mr. Platt the company's network				false

		2403						LN		386		17		false		              17   analysis.  I take it from your statement and from your				false

		2404						LN		386		18		false		              18   testimony that you don't at this point challenge any of				false

		2405						LN		386		19		false		              19   his conclusions or any of his analysis?				false

		2406						LN		386		20		false		              20        A.   No.  But I would add one thing just over the				false

		2407						LN		386		21		false		              21   course of the discussion that I have heard, and it				false

		2408						LN		386		22		false		              22   surrounds where people can deliver gas or not deliver				false

		2409						LN		386		23		false		              23   gas.  And I -- it seems to me like it's an open question				false

		2410						LN		386		24		false		              24   where people may be able to deliver gas or not.				false

		2411						LN		386		25		false		              25             But Mr. Platt has a fabulous tool, and				false

		2412						PG		387		0		false		page 387				false

		2413						LN		387		1		false		               1   wherever somebody can deliver gas, I would expect that				false

		2414						LN		387		2		false		               2   he would, if it doesn't provide the right pressure				false

		2415						LN		387		3		false		               3   profiles in the system, he would take a look at the				false

		2416						LN		387		4		false		               4   system, try and determine how much pipe might have to be				false

		2417						LN		387		5		false		               5   added to the distribution system so that it would				false

		2418						LN		387		6		false		               6   function properly, and that cost would also be imputed				false

		2419						LN		387		7		false		               7   against whoever made that proposal.				false

		2420						LN		387		8		false		               8        Q.   So that we're clear, and I appreciate the				false

		2421						LN		387		9		false		               9   clarification.				false

		2422						LN		387		10		false		              10        A.   Yeah.				false

		2423						LN		387		11		false		              11        Q.   What I take it -- you to be saying is that if				false

		2424						LN		387		12		false		              12   you were going to -- you know, he arrived at some				false

		2425						LN		387		13		false		              13   conclusions about what happened with the pressures --				false

		2426						LN		387		14		false		              14        A.   Right.				false

		2427						LN		387		15		false		              15        Q.   -- relative to the LNG facility and other				false

		2428						LN		387		16		false		              16   resources, right?				false

		2429						LN		387		17		false		              17        A.   Other resources, I think he just suggested				false

		2430						LN		387		18		false		              18   they arrived there.  I am not sure he did any work on				false

		2431						LN		387		19		false		              19   the pipeline system.				false

		2432						LN		387		20		false		              20        Q.   Were you here when he did his presentation?				false

		2433						LN		387		21		false		              21        A.   I did.  I saw when he presented.				false

		2434						LN		387		22		false		              22        Q.   And you saw that he concluded that the LNG				false

		2435						LN		387		23		false		              23   facility, the pressures provided by --				false

		2436						LN		387		24		false		              24        A.   And I think that was his current system.				false

		2437						LN		387		25		false		              25        Q.   Can you just give me one second to finish my				false

		2438						PG		388		0		false		page 388				false

		2439						LN		388		1		false		               1   question?				false

		2440						LN		388		2		false		               2        A.   I'm so sorry, yeah.				false

		2441						LN		388		3		false		               3        Q.   He looked -- he did look at the current				false

		2442						LN		388		4		false		               4   system, and he said, if I plugged an LNG facility in the				false

		2443						LN		388		5		false		               5   demand center right smack dab in the middle of where				false

		2444						LN		388		6		false		               6   most of the people live in the Wasatch Front and, I run				false

		2445						LN		388		7		false		               7   that -- that facility against a facility that delivers				false

		2446						LN		388		8		false		               8   to the southern point of the system, that the LNG				false

		2447						LN		388		9		false		               9   outperformed that other resource.				false

		2448						LN		388		10		false		              10             Do you -- did you see that?				false

		2449						LN		388		11		false		              11        A.   Well, you say outperformed the other.				false

		2450						LN		388		12		false		              12        Q.   The pressures were better.				false

		2451						LN		388		13		false		              13        A.   Well, I might agree that the pressures were				false

		2452						LN		388		14		false		              14   better.  However, what he may not have done is upgraded				false

		2453						LN		388		15		false		              15   the distribution system.				false

		2454						LN		388		16		false		              16        Q.   We'll get to that.  We'll get to that.				false

		2455						LN		388		17		false		              17        A.   To come up with a figure for how much he				false

		2456						LN		388		18		false		              18   needed to invest in your distribution system.				false

		2457						LN		388		19		false		              19        Q.   Right.  And that's fine.  But on the data we				false

		2458						LN		388		20		false		              20   had that he was using on the system today, you don't				false

		2459						LN		388		21		false		              21   dispute, do you, that his network analysis showed that				false

		2460						LN		388		22		false		              22   outcome?				false

		2461						LN		388		23		false		              23        A.   Well, I would suggest that I agree with the				false

		2462						LN		388		24		false		              24   fact that the LNG facility performed the way he said it				false

		2463						LN		388		25		false		              25   would.				false

		2464						PG		389		0		false		page 389				false

		2465						LN		389		1		false		               1        Q.   Okay.  And the other resource he tested it				false

		2466						LN		389		2		false		               2   against performed the way it did?				false

		2467						LN		389		3		false		               3        A.   Against the current facilities.				false

		2468						LN		389		4		false		               4        Q.   Right.				false

		2469						LN		389		5		false		               5        A.   Yeah.				false

		2470						LN		389		6		false		               6        Q.   Now let's go to your point.  So you are				false

		2471						LN		389		7		false		               7   suggesting that you could also, I guess, theoretically				false

		2472						LN		389		8		false		               8   look at the cost --				false

		2473						LN		389		9		false		               9        A.   Right.				false

		2474						LN		389		10		false		              10        Q.   -- of changing the system, inserting				false

		2475						LN		389		11		false		              11   additional piping into the distribution system, and				false

		2476						LN		389		12		false		              12   changing the points of delivery.				false

		2477						LN		389		13		false		              13        A.   That is correct.				false

		2478						LN		389		14		false		              14        Q.   Yes.				false

		2479						LN		389		15		false		              15        A.   And I only provide that because I want to be				false

		2480						LN		389		16		false		              16   fair and equitable about this.				false

		2481						LN		389		17		false		              17        Q.   I understand.				false

		2482						LN		389		18		false		              18        A.   And while I say another source may work, in my				false

		2483						LN		389		19		false		              19   opinion it would take work on the distribution system.				false

		2484						LN		389		20		false		              20   And I want to make sure that those costs get fully				false

		2485						LN		389		21		false		              21   reflected so that everybody understands what the real				false

		2486						LN		389		22		false		              22   cost difference is.				false

		2487						LN		389		23		false		              23        Q.   And because you have been in this business a				false

		2488						LN		389		24		false		              24   long time, I take it you would agree with me that if you				false

		2489						LN		389		25		false		              25   are going to install the pipe over 20 plus miles through				false

		2490						PG		390		0		false		page 390				false

		2491						LN		390		1		false		               1   the metropolis of Salt Lake City, that that's going to				false

		2492						LN		390		2		false		               2   come at a fairly significant cost?				false

		2493						LN		390		3		false		               3        A.   I can't say.  I don't live here in Utah so...				false

		2494						LN		390		4		false		               4   I am sure it's going to cost them.  I am equally sure				false

		2495						LN		390		5		false		               5   it's probably not as expensive as downtown Boston but				false

		2496						LN		390		6		false		               6   I --				false

		2497						LN		390		7		false		               7        Q.   Well, I mean, do you have any idea of how				false

		2498						LN		390		8		false		               8   much --				false

		2499						LN		390		9		false		               9        A.   Sure.  It's --				false

		2500						LN		390		10		false		              10        Q.   -- how much it costs to lay a mile of pipe in				false

		2501						LN		390		11		false		              11   an area like this?				false

		2502						LN		390		12		false		              12        A.   It depends on the size, but --				false

		2503						LN		390		13		false		              13        Q.   Okay.  We're talking a decent pipe here.				false

		2504						LN		390		14		false		              14        A.   I understand.  I understand how expensive it				false

		2505						LN		390		15		false		              15   is, but the costs still need to be explored regardless				false

		2506						LN		390		16		false		              16   of the expense.				false

		2507						LN		390		17		false		              17             MR. SABIN:  Permission to approach and give				false

		2508						LN		390		18		false		              18   the witness an --				false

		2509						LN		390		19		false		              19             CHAIRMAN LEVAR:  Yes.				false

		2510						LN		390		20		false		              20             MR. SABIN:  -- exhibit?				false

		2511						LN		390		21		false		              21        Q.   (By Mr. Sabin)  Mr. Neale, are you familiar				false

		2512						LN		390		22		false		              22   with the Oil and Gas Journal?				false

		2513						LN		390		23		false		              23        A.   Somewhat, yes.				false

		2514						LN		390		24		false		              24        Q.   Okay.  It's an industry publication, right?				false

		2515						LN		390		25		false		              25        A.   Read it several times in the past.				false

		2516						PG		391		0		false		page 391				false

		2517						LN		391		1		false		               1        Q.   Right.  I'd like you to turn to the second				false

		2518						LN		391		2		false		               2   page of this document.  I just want to focus on the				false

		2519						LN		391		3		false		               3   first full paragraph at the top.				false

		2520						LN		391		4		false		               4             It says, "A dramatic drop in outlays for labor				false

		2521						LN		391		5		false		               5   was the primary driver of low land pipeline construction				false

		2522						LN		391		6		false		               6   costs rates falling nearly 50 percent to 1.9 million a				false

		2523						LN		391		7		false		               7   mile from 3.6 million a mile.  Material costs were the				false

		2524						LN		391		8		false		               8   only category to rise, moving from $989,000 per mile to				false

		2525						LN		391		9		false		               9   1.3 million dollars a mile.  The roughly 1 point million				false

		2526						LN		391		10		false		              10   decrease in total estimate per mile land pipeline				false

		2527						LN		391		11		false		              11   construction costs brought them to 5.9 million dollars				false

		2528						LN		391		12		false		              12   per mile, 22 percent lower than 2016."				false

		2529						LN		391		13		false		              13        A.   Uh-huh.				false

		2530						LN		391		14		false		              14        Q.   He is talking about the cost to build a				false

		2531						LN		391		15		false		              15   pipeline --				false

		2532						LN		391		16		false		              16        A.   I'm sure.				false

		2533						LN		391		17		false		              17        Q.   -- right?  Does that -- do you have any reason				false

		2534						LN		391		18		false		              18   to doubt that that is the average cost of building a				false

		2535						LN		391		19		false		              19   pipeline per mile?				false

		2536						LN		391		20		false		              20        A.   I don't know any specifics.  I'll take it on				false

		2537						LN		391		21		false		              21   the surface.  However, we don't know if this is 10 inch				false

		2538						LN		391		22		false		              22   pipe, 4 inch pipe, 6 inch pipe, 18 inch pipe.  We don't				false

		2539						LN		391		23		false		              23   know.				false

		2540						LN		391		24		false		              24        Q.   Right.				false

		2541						LN		391		25		false		              25        A.   So --				false

		2542						PG		392		0		false		page 392				false

		2543						LN		392		1		false		               1        Q.   Understood.				false

		2544						LN		392		2		false		               2        A.   I appreciate the industry average.				false

		2545						LN		392		3		false		               3        Q.   Yeah.				false

		2546						LN		392		4		false		               4             MR. SABIN:  I would just like to move for the				false

		2547						LN		392		5		false		               5   admission of DEU Exhibit 9.0 at this point.				false

		2548						LN		392		6		false		               6             CHAIRMAN LEVAR:  If any party objects to that				false

		2549						LN		392		7		false		               7   motion, please indicate to me.  I'm not seeing any				false

		2550						LN		392		8		false		               8   objection, so it's granted.				false

		2551						LN		392		9		false		               9        Q.   (By Mr. Sabin)  Well, let's just take that				false

		2552						LN		392		10		false		              10   industry average.  You would agree with me, would you				false

		2553						LN		392		11		false		              11   not, that if we followed the solution that you are				false

		2554						LN		392		12		false		              12   talking about or considered the option that you are				false

		2555						LN		392		13		false		              13   talking about of extending piping through the				false

		2556						LN		392		14		false		              14   distribution system to try and match delivery points,				false

		2557						LN		392		15		false		              15   that you are talking about a significant cost investment				false

		2558						LN		392		16		false		              16   if we're just using that average?				false

		2559						LN		392		17		false		              17        A.   I can't tell you because I am not running the				false

		2560						LN		392		18		false		              18   network analysis.  I don't know if you need to do 10				false

		2561						LN		392		19		false		              19   feet or a thousand miles.  I don't know.  I am telling				false

		2562						LN		392		20		false		              20   you, it needs to be done, and it needs to be part of an				false

		2563						LN		392		21		false		              21   exhibit.  It's not been done.  It's not part of an				false

		2564						LN		392		22		false		              22   exhibit relative to any of the underground storage				false

		2565						LN		392		23		false		              23   facilities that you were looking at.  But even those did				false

		2566						LN		392		24		false		              24   not have the right, in my opinion, RFP requirements.				false

		2567						LN		392		25		false		              25        Q.   But even if you are talking two miles, that's				false

		2568						PG		393		0		false		page 393				false

		2569						LN		393		1		false		               1   substantially more than the LNG facility?				false

		2570						LN		393		2		false		               2        A.   How much is the LNG facility?				false

		2571						LN		393		3		false		               3        Q.   I don't have the numbers in front of me, but				false

		2572						LN		393		4		false		               4   it was --				false

		2573						LN		393		5		false		               5        A.   Not sure.  It is --				false

		2574						LN		393		6		false		               6        Q.   What do you -- what do you --				false

		2575						LN		393		7		false		               7        A.   It was 200 million for the LNG facility.  200				false

		2576						LN		393		8		false		               8   million for the LNG facility; is that right?				false

		2577						LN		393		9		false		               9        Q.   I guess I was looking on a per year basis.				false

		2578						LN		393		10		false		              10        A.   Sorry.				false

		2579						LN		393		11		false		              11        Q.   But that's fine.  I guess what I am -- I am				false

		2580						LN		393		12		false		              12   trying to get at your comment you raised there.				false

		2581						LN		393		13		false		              13        A.   Uh-huh.				false

		2582						LN		393		14		false		              14        Q.   So you agree with me that the network				false

		2583						LN		393		15		false		              15   analysis, as done on the current system, was done				false

		2584						LN		393		16		false		              16   properly and that his conclusions were correct?				false

		2585						LN		393		17		false		              17        A.   Relative to citing the LNG plant, that's				false

		2586						LN		393		18		false		              18   correct.				false

		2587						LN		393		19		false		              19        Q.   And the only way you are saying that you could				false

		2588						LN		393		20		false		              20   mimic that is if you were to essentially create the same				false

		2589						LN		393		21		false		              21   kind of delivery from other sources?				false

		2590						LN		393		22		false		              22        A.   Correct.				false

		2591						LN		393		23		false		              23        Q.   Okay.  And those would come at some cost?				false

		2592						LN		393		24		false		              24        A.   That is absolutely correct.  Yep.  That's my				false

		2593						LN		393		25		false		              25   statement.				false

		2594						PG		394		0		false		page 394				false

		2595						LN		394		1		false		               1        Q.   All right.  The other thing I --				false

		2596						LN		394		2		false		               2        A.   And those costs need to be, you know, married				false

		2597						LN		394		3		false		               3   to anybody else's RFP so that you can truly see the				false

		2598						LN		394		4		false		               4   difference in cost between the LNG facility --				false

		2599						LN		394		5		false		               5        Q.   I understand --				false

		2600						LN		394		6		false		               6        A.   -- and that other supply.				false

		2601						LN		394		7		false		               7        Q.   Okay.  The third thing I think we agree on,				false

		2602						LN		394		8		false		               8   although I want to double-check, is that I took from				false

		2603						LN		394		9		false		               9   your statement and your testimony that you agree that				false

		2604						LN		394		10		false		              10   LNG is an appropriate service to solve the problem the				false

		2605						LN		394		11		false		              11   company is trying to solve.				false

		2606						LN		394		12		false		              12        A.   It can be.  That's correct.  One of.  One of.				false

		2607						LN		394		13		false		              13        Q.   Yeah.  I mean, in your testimony you -- in				false

		2608						LN		394		14		false		              14   your direct testimony you specifically say that this is				false

		2609						LN		394		15		false		              15   why reg -- this is why LDCs use LNG because it's an				false

		2610						LN		394		16		false		              16   appropriate solution to solve this kind of problem.				false

		2611						LN		394		17		false		              17        A.   Yeah.  Even in New England, when we use more				false

		2612						LN		394		18		false		              18   than -- well, close to 50 percent of the peak day,				false

		2613						LN		394		19		false		              19   demand is served by an LNG facility.  If, Lord forbid,				false

		2614						LN		394		20		false		              20   we suffered a loss of supply from the pipeline, whatever				false

		2615						LN		394		21		false		              21   excess capacity we had in the LNG facility would be used				false

		2616						LN		394		22		false		              22   to offset those pipeline losses.  So I mean, yes.				false

		2617						LN		394		23		false		              23        Q.   Okay.  And I'd just like to read two quotes				false

		2618						LN		394		24		false		              24   from your testimony.  I don't know if you have your				false

		2619						LN		394		25		false		              25   direct testimony there.				false

		2620						PG		395		0		false		page 395				false

		2621						LN		395		1		false		               1        A.   I do.				false

		2622						LN		395		2		false		               2        Q.   I am on page 18 of your testimony starting at				false

		2623						LN		395		3		false		               3   line 461.  Tell me when you get there.				false

		2624						LN		395		4		false		               4        A.   I am here.				false

		2625						LN		395		5		false		               5        Q.   You say, "LDCs consider LNG service because it				false

		2626						LN		395		6		false		               6   satisfies the regulatory obligation to maintain a				false

		2627						LN		395		7		false		               7   resource portfolio that meets firm customer demand under				false

		2628						LN		395		8		false		               8   design day and extended cold snap conditions.  Design				false

		2629						LN		395		9		false		               9   weather criteria are usually based on the coldest				false

		2630						LN		395		10		false		              10   weather experienced over the last 10 to as many as 30,				false

		2631						LN		395		11		false		              11   50 or 100 years.  Regardless of the timeframe used for				false

		2632						LN		395		12		false		              12   these criteria, many LDCs have experienced record cold				false

		2633						LN		395		13		false		              13   weather in the most recent 10 years."				false

		2634						LN		395		14		false		              14        A.   Yes.				false

		2635						LN		395		15		false		              15        Q.   Did I read that correctly?				false

		2636						LN		395		16		false		              16        A.   You did.				false

		2637						LN		395		17		false		              17        Q.   And you stand by that statement?				false

		2638						LN		395		18		false		              18        A.   I do stand by that statement.				false

		2639						LN		395		19		false		              19        Q.   Okay.  The other piece I want to read with you				false

		2640						LN		395		20		false		              20   has to do with LNG facilities is -- let me find the page				false

		2641						LN		395		21		false		              21   here for you.  Yeah, let's go to lines 451 or, excuse				false

		2642						LN		395		22		false		              22   me, lines 488.  Go to line 488 with me.  And I am going				false

		2643						LN		395		23		false		              23   to read starting on that line.  Are you there, sir?				false

		2644						LN		395		24		false		              24        A.   I am.				false

		2645						LN		395		25		false		              25        Q.   Okay.  You say there, "LNG is ideal to meet a				false

		2646						PG		396		0		false		page 396				false

		2647						LN		396		1		false		               1   needle peek need or a loss of supply because it can be				false

		2648						LN		396		2		false		               2   located on system, sized to meet the scale of the design				false

		2649						LN		396		3		false		               3   criteria needs of such events.  LNG facilities are				false

		2650						LN		396		4		false		               4   available for immediate and continuously adjusted				false

		2651						LN		396		5		false		               5   dispatch within design limitations and operating				false

		2652						LN		396		6		false		               6   parameters and are not subject to fixed intraday				false

		2653						LN		396		7		false		               7   nomination cycles of an interstate pipeline."				false

		2654						LN		396		8		false		               8             Did I read that correctly?				false

		2655						LN		396		9		false		               9        A.   You did.				false

		2656						LN		396		10		false		              10        Q.   And do you stand by that statement?				false

		2657						LN		396		11		false		              11        A.   I do.				false

		2658						LN		396		12		false		              12        Q.   Okay.				false

		2659						LN		396		13		false		              13        A.   I also have a beautiful drawing of a load				false

		2660						LN		396		14		false		              14   duration curve too, and you didn't mention that.				false

		2661						LN		396		15		false		              15        Q.   Sorry.  I -- I should have brought up how				false

		2662						LN		396		16		false		              16   beautifully you have done that.  Apologize for that.				false

		2663						LN		396		17		false		              17             Okay.  Just skipping over some things that we				false

		2664						LN		396		18		false		              18   don't need to cover since we have been able to move				false

		2665						LN		396		19		false		              19   through that.  Yeah.  One other thing.  On your -- if				false

		2666						LN		396		20		false		              20   you could turn to page 89 of your testimony; your direct				false

		2667						LN		396		21		false		              21   testimony, that is.				false

		2668						LN		396		22		false		              22        A.   Yes.				false

		2669						LN		396		23		false		              23        Q.   There you say, this is -- regarding -- you				false

		2670						LN		396		24		false		              24   have a summary of conclusions here.  And one of the				false

		2671						LN		396		25		false		              25   conclusions I want to focus on, you say, this conclusion				false

		2672						PG		397		0		false		page 397				false

		2673						LN		397		1		false		               1   No. 2, on page 9, "The proposed LNG facility will				false

		2674						LN		397		2		false		               2   adequately address the stated need to provide a reliable				false

		2675						LN		397		3		false		               3   and low-cost service to firm customers."				false

		2676						LN		397		4		false		               4             Did I read that to that point right?  I				false

		2677						LN		397		5		false		               5   realize there's more we're going to talk about.  But did				false

		2678						LN		397		6		false		               6   I read that to that point?				false

		2679						LN		397		7		false		               7        A.   You are doing a great job.				false

		2680						LN		397		8		false		               8        Q.   And you stand by that statement?				false

		2681						LN		397		9		false		               9        A.   I do.				false

		2682						LN		397		10		false		              10        Q.   Okay.  Now let me focus now on the areas where				false

		2683						LN		397		11		false		              11   I think we have some disagreement.  And that has to do				false

		2684						LN		397		12		false		              12   with the remainder of that sentence.  You say, "But this				false

		2685						LN		397		13		false		              13   is not sufficient to adequately demonstrate it's most				false

		2686						LN		397		14		false		              14   likely to be the lowest reasonable cost option."				false

		2687						LN		397		15		false		              15             I'd like to probe that just a little bit with				false

		2688						LN		397		16		false		              16   you.  My first question is, I think you agree and I				false

		2689						LN		397		17		false		              17   think your testimony states this, but I want to make				false

		2690						LN		397		18		false		              18   sure you agree, that the company did an extensive amount				false

		2691						LN		397		19		false		              19   of work to go out and identify options that could serve				false

		2692						LN		397		20		false		              20   this purpose and has presented its findings in an				false

		2693						LN		397		21		false		              21   extensive attachment and exhibits to both Ms. Faust's				false

		2694						LN		397		22		false		              22   testimony and other's testimony.				false

		2695						LN		397		23		false		              23             Do you agree that the company went out and did				false

		2696						LN		397		24		false		              24   an extensive search over a period of years for different				false

		2697						LN		397		25		false		              25   options?				false

		2698						PG		398		0		false		page 398				false

		2699						LN		398		1		false		               1        A.   Well, let me preface it by, they were				false

		2700						LN		398		2		false		               2   different options than what you would require of the LNG				false

		2701						LN		398		3		false		               3   facility.  So I don't find them to be compelling as				false

		2702						LN		398		4		false		               4   alternatives.				false

		2703						LN		398		5		false		               5        Q.   Okay.  But let me just ask -- we'll come to				false

		2704						LN		398		6		false		               6   your point.  My question is, do you agree that the				false

		2705						LN		398		7		false		               7   company spent a significant amount of time researching				false

		2706						LN		398		8		false		               8   various options that theoretically in the field could				false

		2707						LN		398		9		false		               9   serve as a supply reliability option?				false

		2708						LN		398		10		false		              10        A.   Well, but you settled on a specific criteria.				false

		2709						LN		398		11		false		              11   And none of those options that you sourced meet this				false

		2710						LN		398		12		false		              12   criteria.  So I don't know what you want me to say.  Did				false

		2711						LN		398		13		false		              13   you do a lot of work?  Yes.  Did you do it in the right				false

		2712						LN		398		14		false		              14   manner?  No.				false

		2713						LN		398		15		false		              15        Q.   Okay.  Well, let's probe that because I think				false

		2714						LN		398		16		false		              16   you are not answering my question.  You keep dodging my				false

		2715						LN		398		17		false		              17   question.				false

		2716						LN		398		18		false		              18        A.   No.  I am not trying to dodge the question.				false

		2717						LN		398		19		false		              19   Did you go out and have responses to RFPs?  Yes.  You				false

		2718						LN		398		20		false		              20   did.  Was the RFP responsive to the need that you have				false

		2719						LN		398		21		false		              21   now structured centered around the LNG facility?  No.				false

		2720						LN		398		22		false		              22        Q.   Well, hang on.				false

		2721						LN		398		23		false		              23        A.   I appreciate that you have made several				false

		2722						LN		398		24		false		              24   attempts.  I do.				false

		2723						LN		398		25		false		              25        Q.   Well, I don't agree with you and I want to --				false

		2724						PG		399		0		false		page 399				false

		2725						LN		399		1		false		               1        A.   Okay.				false

		2726						LN		399		2		false		               2        Q.   I want to probe that.  When the company goes				false

		2727						LN		399		3		false		               3   out and looks at potentially buying additional supply on				false

		2728						LN		399		4		false		               4   the interstate pipelines, that could solve this need,				false

		2729						LN		399		5		false		               5   could it not, potentially?				false

		2730						LN		399		6		false		               6        A.   Well, of course it could.				false

		2731						LN		399		7		false		               7        Q.   Okay.  So the company was casting a broad net.				false

		2732						LN		399		8		false		               8   Is there anything wrong with doing that?				false

		2733						LN		399		9		false		               9        A.   Yes.  Once you determined the size of the				false

		2734						LN		399		10		false		              10   service that you need, you needed to go out to the				false

		2735						LN		399		11		false		              11   marketplace and seek RFPs responsive to that need, not				false

		2736						LN		399		12		false		              12   rely on RFPs that you had issued over time that were not				false

		2737						LN		399		13		false		              13   tied to that need.  Clearly they meet some needs but not				false

		2738						LN		399		14		false		              14   this specific need.				false

		2739						LN		399		15		false		              15        Q.   Well, did you review the attachments to				false

		2740						LN		399		16		false		              16   Ms. Faust's testimony?				false

		2741						LN		399		17		false		              17        A.   Yeah.  I think in my testimony I have the				false

		2742						LN		399		18		false		              18   whole list of every one of them.				false

		2743						LN		399		19		false		              19        Q.   Then you would know that the company did focus				false

		2744						LN		399		20		false		              20   in on the amount of -- the quantity that it was looking				false

		2745						LN		399		21		false		              21   at when it assessed each one of these options, did it				false

		2746						LN		399		22		false		              22   not?				false

		2747						LN		399		23		false		              23        A.   So no.  It did not.				false

		2748						LN		399		24		false		              24        Q.   How do you know that, sir?				false

		2749						LN		399		25		false		              25        A.   Well, we had some testimony this morning from				false

		2750						PG		400		0		false		page 400				false

		2751						LN		400		1		false		               1   Witness Holder who said he didn't know about an eight				false

		2752						LN		400		2		false		               2   day requirement.				false

		2753						LN		400		3		false		               3        Q.   Has the company imposed an eight day				false

		2754						LN		400		4		false		               4   requirement?				false

		2755						LN		400		5		false		               5        A.   Well, it has when it has reached its design				false

		2756						LN		400		6		false		               6   criteria for the LNG facility, be 150,000, eight days				false

		2757						LN		400		7		false		               7   and a million two in capacity.				false

		2758						LN		400		8		false		               8        Q.   But Mr. Neale, tell me where in the testimony				false

		2759						LN		400		9		false		               9   or where in any document the company has ever said it				false

		2760						LN		400		10		false		              10   would only accept eight days.				false

		2761						LN		400		11		false		              11        A.   Well, listen.  If you are trying to suggest				false

		2762						LN		400		12		false		              12   that it's a non-price criteria, and if you are going to				false

		2763						LN		400		13		false		              13   build a facility that's going to have eight days				false

		2764						LN		400		14		false		              14   criteria, you then can't complain about the non-price				false

		2765						LN		400		15		false		              15   criteria not meeting -- being only seven days and not				false

		2766						LN		400		16		false		              16   meeting what you say is what you want.				false

		2767						LN		400		17		false		              17        Q.   And who has complained about that?				false

		2768						LN		400		18		false		              18        A.   Well, you have when you listed, in all your				false

		2769						LN		400		19		false		              19   responses, the fact that they were only going to provide				false

		2770						LN		400		20		false		              20   you seven days, as opposed to the eight days service				false

		2771						LN		400		21		false		              21   that you were going to get out of the LNG facility.				false

		2772						LN		400		22		false		              22        Q.   I am sorry.  I am not familiar with the				false

		2773						LN		400		23		false		              23   location or that statement, and I think I have read more				false

		2774						LN		400		24		false		              24   testimony than --				false

		2775						LN		400		25		false		              25        A.   I think if you read all of the responses from				false

		2776						PG		401		0		false		page 401				false

		2777						LN		401		1		false		               1   the RFPs, that will be the conclusion that you reach.				false

		2778						LN		401		2		false		               2        Q.   Well, let's move to that, Mr. Neale, on the				false

		2779						LN		401		3		false		               3   RFP front.  Do you understand that the company is				false

		2780						LN		401		4		false		               4   relying exclusively on the responses to its RFPs in				false

		2781						LN		401		5		false		               5   reaching its conclusion in this case?				false

		2782						LN		401		6		false		               6        A.   I -- well, I can't tell.				false

		2783						LN		401		7		false		               7        Q.   Okay.				false

		2784						LN		401		8		false		               8        A.   I mean I'm sure management has made management				false

		2785						LN		401		9		false		               9   decisions.				false

		2786						LN		401		10		false		              10        Q.   So I want -- I want you to assume for the sake				false

		2787						LN		401		11		false		              11   of argument that the company took the information from				false

		2788						LN		401		12		false		              12   it -- that it obtained from the RFPs and then went above				false

		2789						LN		401		13		false		              13   and beyond that and then started contacting and meeting				false

		2790						LN		401		14		false		              14   with each party it could think about that it could				false

		2791						LN		401		15		false		              15   identify.  Right?				false

		2792						LN		401		16		false		              16             Do you have any reason to doubt that that's				false

		2793						LN		401		17		false		              17   what happened?				false

		2794						LN		401		18		false		              18        A.   I am not sure I saw that was documented.				false

		2795						LN		401		19		false		              19        Q.   Didn't you hear Ms. Faust's testimony?				false

		2796						LN		401		20		false		              20        A.   I would like to see it documented.  Look, I am				false

		2797						LN		401		21		false		              21   sure --				false

		2798						LN		401		22		false		              22        Q.   I am just -- let's just stick to my question.				false

		2799						LN		401		23		false		              23   Do you have any evidence that the company didn't do				false

		2800						LN		401		24		false		              24   that?				false

		2801						LN		401		25		false		              25        A.   The only evidence I have is a lack of an RFP				false

		2802						PG		402		0		false		page 402				false

		2803						LN		402		1		false		               1   specifically -- okay.  I'll go through the numbers				false

		2804						LN		402		2		false		               2   again -- but that's --				false

		2805						LN		402		3		false		               3        Q.   I understand --				false

		2806						LN		402		4		false		               4        A.   -- tied to a 150,000 decatherms a day, eight				false

		2807						LN		402		5		false		               5   days of service at 1.2 million decatherms of storage.				false

		2808						LN		402		6		false		               6        Q.   And that doesn't answer my question so I'm				false

		2809						LN		402		7		false		               7   going to bring you back.  My question was, do you have				false

		2810						LN		402		8		false		               8   any evidence that the company did not go out and meet				false

		2811						LN		402		9		false		               9   with every person that they could think about that could				false

		2812						LN		402		10		false		              10   provide a reliability solution?  Do you have any reason				false

		2813						LN		402		11		false		              11   to question that?				false

		2814						LN		402		12		false		              12        A.   You may have, but there is no evidence in this				false

		2815						LN		402		13		false		              13   forum that suggests that you did an RFP blindly for				false

		2816						LN		402		14		false		              14   the --				false

		2817						LN		402		15		false		              15        Q.   Mr. Neale.				false

		2818						LN		402		16		false		              16        A.   -- service level.				false

		2819						LN		402		17		false		              17        Q.   Mr. Neale, I need you to answer my question.				false

		2820						LN		402		18		false		              18   You are not answering my question.  Do you know any				false

		2821						LN		402		19		false		              19   reason to doubt -- do you have any evidence or any				false

		2822						LN		402		20		false		              20   documents or any testimony that Ms. Faust and her team				false

		2823						LN		402		21		false		              21   did not go out and do what she said she did?				false

		2824						LN		402		22		false		              22        A.   What did she do?  Could you restate what she				false

		2825						LN		402		23		false		              23   did?				false

		2826						LN		402		24		false		              24        Q.   Sure.  My understanding from her testimony is				false

		2827						LN		402		25		false		              25   that she sent out two RFPs and acquired the names and				false

		2828						PG		403		0		false		page 403				false

		2829						LN		403		1		false		               1   interests of a number of parties.				false

		2830						LN		403		2		false		               2        A.   Was the RFP --				false

		2831						LN		403		3		false		               3        Q.   Okay.  Hang on.  We are going to focus on my				false

		2832						LN		403		4		false		               4   question.  Okay.  You asked my -- you asked me to tell				false

		2833						LN		403		5		false		               5   you what it is.  She testified that she went out, that				false

		2834						LN		403		6		false		               6   she met with these people, that she sat down with them,				false

		2835						LN		403		7		false		               7   and she talked with them about what they were capable of				false

		2836						LN		403		8		false		               8   doing, and that she got their -- whatever they could do.				false

		2837						LN		403		9		false		               9   She and her team investigated it.				false

		2838						LN		403		10		false		              10             Do you have any reason to -- any evidence that				false

		2839						LN		403		11		false		              11   she didn't do that?				false

		2840						LN		403		12		false		              12        A.   I have no evidence to know whether she did or				false

		2841						LN		403		13		false		              13   didn't.				false

		2842						LN		403		14		false		              14        Q.   Thank you.  That's actually an answer to my				false

		2843						LN		403		15		false		              15   question.				false

		2844						LN		403		16		false		              16        A.   Yeah, yeah.  No, I understand.				false

		2845						LN		403		17		false		              17        Q.   Okay.  Now let's talk about this so-called				false

		2846						LN		403		18		false		              18   marketplace you are talking about.  Are you aware of any				false

		2847						LN		403		19		false		              19   entity that was not considered by the company that could				false

		2848						LN		403		20		false		              20   provide any service here to the company?				false

		2849						LN		403		21		false		              21        A.   That necessarily isn't for me to know.  That's				false

		2850						LN		403		22		false		              22   up to the company to know.				false

		2851						LN		403		23		false		              23        Q.   I'm asking you --				false

		2852						LN		403		24		false		              24        A.   I don't -- I am not a player in this				false

		2853						LN		403		25		false		              25   marketplace.  However, the company is, and so I expect				false

		2854						PG		404		0		false		page 404				false

		2855						LN		404		1		false		               1   that that is exactly what they should do.  That is what				false

		2856						LN		404		2		false		               2   the law says they are supposed to do.				false

		2857						LN		404		3		false		               3        Q.   What law says that they have to do?				false

		2858						LN		404		4		false		               4        A.   The requirements to go out, find the most --				false

		2859						LN		404		5		false		               5        Q.   There is no requirement.				false

		2860						LN		404		6		false		               6        A.   Oh.				false

		2861						LN		404		7		false		               7        Q.   Not for an RFP, not in this statute.				false

		2862						LN		404		8		false		               8        A.   Let's take a step back.  They need to prove				false

		2863						LN		404		9		false		               9   that they need the supply.  They need to prove that it's				false

		2864						LN		404		10		false		              10   the cheapest possible cost or it's the most reasonable				false

		2865						LN		404		11		false		              11   cost based on cost and non-price criteria.				false

		2866						LN		404		12		false		              12        Q.   And I agree.  And so back to your point.  You				false

		2867						LN		404		13		false		              13   are not aware, I take it then, of any resource that the				false

		2868						LN		404		14		false		              14   company did not consider?				false

		2869						LN		404		15		false		              15        A.   Whether I know it or not is not germane.  It's				false

		2870						LN		404		16		false		              16   whether the company has searched that out.				false

		2871						LN		404		17		false		              17        Q.   I understand, and I am only asking you.				false

		2872						LN		404		18		false		              18        A.   Yeah.  I have answered.  I said I am not.				false

		2873						LN		404		19		false		              19        Q.   Okay.  And you already testified that you				false

		2874						LN		404		20		false		              20   didn't -- you don't dispute or have any evidence to				false

		2875						LN		404		21		false		              21   dispute what the company says it did, right?				false

		2876						LN		404		22		false		              22        A.   The dispute is simply that there's no				false

		2877						LN		404		23		false		              23   documentation that shows you went out for an RFP of --				false

		2878						LN		404		24		false		              24   surrounding this criteria.				false

		2879						LN		404		25		false		              25        Q.   I'll come to the RFP.  I'll come to the RFP.				false

		2880						PG		405		0		false		page 405				false

		2881						LN		405		1		false		               1   But you are not aware of any basis to challenge her				false

		2882						LN		405		2		false		               2   testimony, right, on that point?				false

		2883						LN		405		3		false		               3        A.   I only know what is in the dockets, and those				false

		2884						LN		405		4		false		               4   responses do not seem to comport to the level of service				false

		2885						LN		405		5		false		               5   that you now require.				false

		2886						LN		405		6		false		               6        Q.   And you were not a participant in the				false

		2887						LN		405		7		false		               7   communications between the company and Magnum, for				false

		2888						LN		405		8		false		               8   example?				false

		2889						LN		405		9		false		               9        A.   Absolutely not.				false

		2890						LN		405		10		false		              10        Q.   So you don't know how much she discussed the				false

		2891						LN		405		11		false		              11   amounts she needed or the number of days or the kind of				false

		2892						LN		405		12		false		              12   facility she was looking for, do you?				false

		2893						LN		405		13		false		              13        A.   No.  I don't.  And I also know that Magnum had				false

		2894						LN		405		14		false		              14   an open season that you did not take advantage of.  So,				false

		2895						LN		405		15		false		              15   and unfortunately for me, as a gas supply guy, here was				false

		2896						LN		405		16		false		              16   a known supply source that could meet it.  They were				false

		2897						LN		405		17		false		              17   having an open season, and the decision here has not				false

		2898						LN		405		18		false		              18   been made, and I think it would have been prudent of you				false

		2899						LN		405		19		false		              19   to take an advantage of going into the open season.				false

		2900						LN		405		20		false		              20        Q.   I understand you take that position, your				false

		2901						LN		405		21		false		              21   testimony.				false

		2902						LN		405		22		false		              22        A.   I am just speaking from my gas supply				false

		2903						LN		405		23		false		              23   background.				false

		2904						LN		405		24		false		              24        Q.   I understand.  If Ms. Faust and her team had				false

		2905						LN		405		25		false		              25   had a couple of years of discussion with Magnum about				false

		2906						PG		406		0		false		page 406				false

		2907						LN		406		1		false		               1   this opportunity about what they could do, an open				false

		2908						LN		406		2		false		               2   season wouldn't have really helped, right?  You are				false

		2909						LN		406		3		false		               3   getting far more detailed communication and information				false

		2910						LN		406		4		false		               4   in a one-on-one, face-to-face discussions, aren't you?				false

		2911						LN		406		5		false		               5        A.   I am not the right guy to answer.  The right				false

		2912						LN		406		6		false		               6   guy to answer is Mr. Holder, but in my career, I was in				false

		2913						LN		406		7		false		               7   many open seasons, for instance, with a group known as				false

		2914						LN		406		8		false		               8   Alberta Northeast that we finally were successful after				false

		2915						LN		406		9		false		               9   about five permutations of receiving service in the				false

		2916						LN		406		10		false		              10   northeast from.				false

		2917						LN		406		11		false		              11             So these things change over time.  I don't				false

		2918						LN		406		12		false		              12   know what Magnum may have learned or not learned from				false

		2919						LN		406		13		false		              13   its --				false

		2920						LN		406		14		false		              14        Q.   That's fine.  That's my point.  You don't				false

		2921						LN		406		15		false		              15   know?				false

		2922						LN		406		16		false		              16        A.   Right.				false

		2923						LN		406		17		false		              17        Q.   And so you don't know whether an open season				false

		2924						LN		406		18		false		              18   would be helpful or not, whether it would provide				false

		2925						LN		406		19		false		              19   information that they didn't already have or not?				false

		2926						LN		406		20		false		              20        A.   I would say it wouldn't hurt.				false

		2927						LN		406		21		false		              21        Q.   Okay.  I appreciate that.  Let's get to our --				false

		2928						LN		406		22		false		              22   this last.  I am going to wrap up here.  I want to talk				false

		2929						LN		406		23		false		              23   about a couple of final issues.  As it relates to the				false

		2930						LN		406		24		false		              24   issuance of an RFP, who, other than the parties that the				false

		2931						LN		406		25		false		              25   company considered, would you send an RFP to in this				false

		2932						PG		407		0		false		page 407				false

		2933						LN		407		1		false		               1   circumstance?				false

		2934						LN		407		2		false		               2        A.   Like I said, I am not a -- I am not an expert				false

		2935						LN		407		3		false		               3   in this marketplace.  I am sure your gas supply people				false

		2936						LN		407		4		false		               4   are.				false

		2937						LN		407		5		false		               5        Q.   Okay.  Thank you.				false

		2938						LN		407		6		false		               6        A.   I would expect them to be.				false

		2939						LN		407		7		false		               7        Q.   I think the last couple things I want to cover				false

		2940						LN		407		8		false		               8   are, as I understand your position, you have a				false

		2941						LN		407		9		false		               9   concern -- do you still have any concern about -- well,				false

		2942						LN		407		10		false		              10   let me back up.				false

		2943						LN		407		11		false		              11             Do you agree that there are some third party				false

		2944						LN		407		12		false		              12   risks that come with using third party resources when				false

		2945						LN		407		13		false		              13   you are talking about supply reliability?  In your				false

		2946						LN		407		14		false		              14   experience, would you say that it is -- that it is, from				false

		2947						LN		407		15		false		              15   a reliability standpoint, it's preferable to have your				false

		2948						LN		407		16		false		              16   own, controlled own source of gas than to rely on third				false

		2949						LN		407		17		false		              17   party?				false

		2950						LN		407		18		false		              18        A.   Well, that is exactly what you try to document				false

		2951						LN		407		19		false		              19   here, what the value of that risk is.				false

		2952						LN		407		20		false		              20        Q.   I am just asking if the risk -- if you agree				false

		2953						LN		407		21		false		              21   with the understanding that there is, from a non-cost				false

		2954						LN		407		22		false		              22   basis, there is some consideration about the risks that				false

		2955						LN		407		23		false		              23   come with sourcing from a third party.				false

		2956						LN		407		24		false		              24        A.   I -- I am having a hard time figuring out what				false

		2957						LN		407		25		false		              25   the difference in risk is.  There's risks inherent in				false

		2958						PG		408		0		false		page 408				false

		2959						LN		408		1		false		               1   operating an LNG facility.  Are they any different than				false

		2960						LN		408		2		false		               2   the risks from a third party?  I am not sure there are				false

		2961						LN		408		3		false		               3   differences.				false

		2962						LN		408		4		false		               4        Q.   Well --				false

		2963						LN		408		5		false		               5        A.   I mean, I ran and operated an LNG facility.				false

		2964						LN		408		6		false		               6   Would you like me to talk about Maxon valves failing and				false

		2965						LN		408		7		false		               7   not being able to set up your vaporizing?  Or do you				false

		2966						LN		408		8		false		               8   want me to go through a lot of those things?				false

		2967						LN		408		9		false		               9        Q.   No.  I'm actually going to take you to your				false

		2968						LN		408		10		false		              10   own testimony.				false

		2969						LN		408		11		false		              11        A.   Okay.				false

		2970						LN		408		12		false		              12        Q.   You agree with me that the Magnum facility has				false

		2971						LN		408		13		false		              13   not been built, right?				false

		2972						LN		408		14		false		              14        A.   Well, I think they may operate one other				false

		2973						LN		408		15		false		              15   facility, but I can't remember.  I have read so much.				false

		2974						LN		408		16		false		              16        Q.   As far as natural gas --				false

		2975						LN		408		17		false		              17        A.   But they do not have the one that you are				false

		2976						LN		408		18		false		              18   interested in up and running, correct.				false

		2977						LN		408		19		false		              19        Q.   Right.  And you agree that it would require an				false

		2978						LN		408		20		false		              20   80 to a 100 mile pipeline to connect to the system as				false

		2979						LN		408		21		false		              21   least?				false

		2980						LN		408		22		false		              22        A.   That is what has been bandied about.				false

		2981						LN		408		23		false		              23        Q.   Right.				false

		2982						LN		408		24		false		              24        A.   I can't officially say it.  That's what I have				false

		2983						LN		408		25		false		              25   heard.				false

		2984						PG		409		0		false		page 409				false

		2985						LN		409		1		false		               1        Q.   Okay.  And you actually in your testimony note				false

		2986						LN		409		2		false		               2   that the -- one of the risks that comes with sourcing				false

		2987						LN		409		3		false		               3   from a third party is that it's a contractual resource				false

		2988						LN		409		4		false		               4   that is subject to interruption and force majeure				false

		2989						LN		409		5		false		               5   events, right?				false

		2990						LN		409		6		false		               6        A.   Absolutely.				false

		2991						LN		409		7		false		               7        Q.   Right?				false

		2992						LN		409		8		false		               8        A.   As well as any and all of your pipeline				false

		2993						LN		409		9		false		               9   supply.  So you have the same risk, if you will, on all				false

		2994						LN		409		10		false		              10   of your supplies.				false

		2995						LN		409		11		false		              11        Q.   Except you wouldn't have that risk on LNG,				false

		2996						LN		409		12		false		              12   would you?				false

		2997						LN		409		13		false		              13        A.   Well, I don't know.  I don't know.  If you				false

		2998						LN		409		14		false		              14   couldn't get the natural gas because your contracts				false

		2999						LN		409		15		false		              15   failed, then you wouldn't have anything to liquefy.  So				false

		3000						LN		409		16		false		              16   I mean, I don't know.				false

		3001						LN		409		17		false		              17        Q.   Well, I am just going to focus in on one issue				false

		3002						LN		409		18		false		              18   here.				false

		3003						LN		409		19		false		              19        A.   Yeah.				false

		3004						LN		409		20		false		              20        Q.   As far as force majeure events go --				false

		3005						LN		409		21		false		              21        A.   Sure.				false

		3006						LN		409		22		false		              22        Q.   -- you agree with me, don't you, that third				false

		3007						LN		409		23		false		              23   party contracts generally contain force majeure clauses?				false

		3008						LN		409		24		false		              24        A.   Sure.				false

		3009						LN		409		25		false		              25        Q.   That exempt the provider from liability?				false

		3010						PG		410		0		false		page 410				false

		3011						LN		410		1		false		               1        A.   Absolutely.				false

		3012						LN		410		2		false		               2        Q.   Right.  And those are the kind of events we're				false

		3013						LN		410		3		false		               3   trying to protect against here in this reliability				false

		3014						LN		410		4		false		               4   docket, right?				false

		3015						LN		410		5		false		               5        A.   I understand what you are trying to prevent				false

		3016						LN		410		6		false		               6   against, and the question is, what is the relative risk				false

		3017						LN		410		7		false		               7   between the different sources?  And what is the value of				false

		3018						LN		410		8		false		               8   that risk?  Because you are asking the rate payers to				false

		3019						LN		410		9		false		               9   pay this premium to absolve you of any, what you call				false

		3020						LN		410		10		false		              10   it, risk as the LDC.				false

		3021						LN		410		11		false		              11        Q.   And you --				false

		3022						LN		410		12		false		              12        A.   Because LDCs take this risk every day.				false

		3023						LN		410		13		false		              13        Q.   We just read earlier that you said that				false

		3024						LN		410		14		false		              14   companies in this situation often turn to LNG and that				false

		3025						LN		410		15		false		              15   it's an ideal -- you didn't use appropriate.  You said				false

		3026						LN		410		16		false		              16   it's an ideal solution for this problem.				false

		3027						LN		410		17		false		              17        A.   It is.				false

		3028						LN		410		18		false		              18        Q.   Okay.				false

		3029						LN		410		19		false		              19        A.   Well, it can be one of the two that I				false

		3030						LN		410		20		false		              20   mentioned.				false

		3031						LN		410		21		false		              21        Q.   Okay.				false

		3032						LN		410		22		false		              22        A.   Right.				false

		3033						LN		410		23		false		              23        Q.   You agree with me also, I think from hearing				false

		3034						LN		410		24		false		              24   Mr. Holder's testimony, that this would not be a				false

		3035						LN		410		25		false		              25   resource that is owned or controlled by the company,				false

		3036						PG		411		0		false		page 411				false

		3037						LN		411		1		false		               1   correct, the Magnum resource?				false

		3038						LN		411		2		false		               2        A.   Yes.  I have read that.				false

		3039						LN		411		3		false		               3        Q.   Okay.				false

		3040						LN		411		4		false		               4        A.   Heard that.				false

		3041						LN		411		5		false		               5        Q.   And you agree and I just think I heard				false

		3042						LN		411		6		false		               6   Mr. Holder say it would not be dedicated supply to the				false

		3043						LN		411		7		false		               7   company, that there are going to be other customers on				false

		3044						LN		411		8		false		               8   that system that are going to be taking gas?				false

		3045						LN		411		9		false		               9        A.   I'm sure of it, just as any other underground				false

		3046						LN		411		10		false		              10   storage operation.				false

		3047						LN		411		11		false		              11        Q.   Okay.  All right.				false

		3048						LN		411		12		false		              12        A.   I can talk about underground storage				false

		3049						LN		411		13		false		              13   operations if you want.				false

		3050						LN		411		14		false		              14        Q.   I don't -- I think we heard from that --				false

		3051						LN		411		15		false		              15        A.   And reliability from them because reliability				false

		3052						LN		411		16		false		              16   was another issue, right?				false

		3053						LN		411		17		false		              17        Q.   That's just fine.  And finally I want to just				false

		3054						LN		411		18		false		              18   ask you, Mr. Neale, I take it that your idea to issue an				false

		3055						LN		411		19		false		              19   RFP or your thought to issue an RFP comes from a				false

		3056						LN		411		20		false		              20   background where you have worked in the gas storage				false

		3057						LN		411		21		false		              21   industry before or gas supply industry before?				false

		3058						LN		411		22		false		              22        A.   LDC.  I ran --				false

		3059						LN		411		23		false		              23        Q.   An LDC.  That's what I mean, sorry, for an				false

		3060						LN		411		24		false		              24   LDC?				false

		3061						LN		411		25		false		              25        A.   Not supply but --				false

		3062						PG		412		0		false		page 412				false

		3063						LN		412		1		false		               1        Q.   Right.  Did you do an RFP for everything you				false

		3064						LN		412		2		false		               2   did?  When you built pipe, did you do an RFP for it?				false

		3065						LN		412		3		false		               3   Did you go out and say, "Is this really the right				false

		3066						LN		412		4		false		               4   solution?  Should we RFP this?"				false

		3067						LN		412		5		false		               5        A.   Any time I had to have a major supply				false

		3068						LN		412		6		false		               6   resource, I did an RFP.  Any time we undertook the				false

		3069						LN		412		7		false		               7   building of a -- or rebuilding, if you will, of an LNG				false

		3070						LN		412		8		false		               8   facility, we had RFPs.				false

		3071						LN		412		9		false		               9        Q.   Was that required by your law?				false

		3072						LN		412		10		false		              10        A.   Absolutely.				false

		3073						LN		412		11		false		              11        Q.   Okay.				false

		3074						LN		412		12		false		              12        A.   Just as it is here.				false

		3075						LN		412		13		false		              13        Q.   Where is it required by law here?				false

		3076						LN		412		14		false		              14        A.   Well, you need to demonstrate -- so let's				false

		3077						LN		412		15		false		              15   forget about the term RFP.  It's what you must				false

		3078						LN		412		16		false		              16   demonstrate, that you found the least cost solution.				false

		3079						LN		412		17		false		              17        Q.   Least reasonable cost solution, correct?				false

		3080						LN		412		18		false		              18        A.   I would -- yeah.  I would concur with that.				false

		3081						LN		412		19		false		              19        Q.   That's what the statute says, right?				false

		3082						LN		412		20		false		              20        A.   And so you must take a look at cost as well as				false

		3083						LN		412		21		false		              21   non-price criteria.				false

		3084						LN		412		22		false		              22        Q.   Agreed.				false

		3085						LN		412		23		false		              23        A.   And you need to do that from every potential				false

		3086						LN		412		24		false		              24   provider.				false

		3087						LN		412		25		false		              25        Q.   And that's precisely what the company did in				false

		3088						PG		413		0		false		page 413				false

		3089						LN		413		1		false		               1   Ms. Faust's analysis, right?				false

		3090						LN		413		2		false		               2        A.   I would suggest that that is not necessarily				false

		3091						LN		413		3		false		               3   true because I haven't seen RFPs that went out with this				false

		3092						LN		413		4		false		               4   level of service.				false

		3093						LN		413		5		false		               5        Q.   Thank you, Mr. Neale.  I have no further				false

		3094						LN		413		6		false		               6   questions.				false

		3095						LN		413		7		false		               7        A.   Thank you.				false

		3096						LN		413		8		false		               8             CHAIRMAN LEVAR:  Thank you, Mr. Sabin.				false

		3097						LN		413		9		false		               9   Mr. Jetter, any redirect?				false

		3098						LN		413		10		false		              10             MR. JETTER:  I do have a few redirect				false

		3099						LN		413		11		false		              11   questions.				false

		3100						LN		413		12		false		              12                     REDIRECT EXAMINATION				false

		3101						LN		413		13		false		              13   BY MR. JETTER:				false

		3102						LN		413		14		false		              14        Q.   Were you in the room for most of yesterday's				false

		3103						LN		413		15		false		              15   hearing?				false

		3104						LN		413		16		false		              16        A.   I was.				false

		3105						LN		413		17		false		              17        Q.   And did you hear testimony from company				false

		3106						LN		413		18		false		              18   witnesses that some of the requirements for this project				false

		3107						LN		413		19		false		              19   are on system and company owned?				false

		3108						LN		413		20		false		              20        A.   Yes.				false

		3109						LN		413		21		false		              21        Q.   If, if those requirements were included in an				false

		3110						LN		413		22		false		              22   RFP or known otherwise by the RFP bidders, would there				false

		3111						LN		413		23		false		              23   be any purpose in bidding?				false

		3112						LN		413		24		false		              24        A.   Well, no, you wouldn't bid.				false

		3113						LN		413		25		false		              25        Q.   And can you imagine a scenario where you have				false

		3114						PG		414		0		false		page 414				false

		3115						LN		414		1		false		               1   good faith negotiations with a third party to provide a				false

		3116						LN		414		2		false		               2   service that couldn't meet those requirements, if you				false

		3117						LN		414		3		false		               3   believed that those requirements were necessary?				false

		3118						LN		414		4		false		               4        A.   No.  They wouldn't be good faith negotiations,				false

		3119						LN		414		5		false		               5   No. 1.  But No. 2, as I think I explained, they rely on				false

		3120						LN		414		6		false		               6   third party providers for gas supply services all the				false

		3121						LN		414		7		false		               7   time every day, and so this isn't a change in the level				false

		3122						LN		414		8		false		               8   of risk that they have.  It's a risk that is inherit in				false

		3123						LN		414		9		false		               9   the industry.				false

		3124						LN		414		10		false		              10        Q.   Thank you.				false

		3125						LN		414		11		false		              11        A.   Let me -- because I hear it, it kind of tells				false

		3126						LN		414		12		false		              12   me they should be drilling wells in everybody's back				false

		3127						LN		414		13		false		              13   yards to get the gas supply on.  I find that				false

		3128						LN		414		14		false		              14   incredulous.				false

		3129						LN		414		15		false		              15        Q.   And is it your opinion that a narrow, focused				false

		3130						LN		414		16		false		              16   RFP for a specific set of criteria would be one of the				false

		3131						LN		414		17		false		              17   best ways to determine what the market out there is for				false

		3132						LN		414		18		false		              18   this type of facility or that type of service?				false

		3133						LN		414		19		false		              19        A.   It absolutely is.				false

		3134						LN		414		20		false		              20        Q.   And finally, did you hear Ms. Faust's				false

		3135						LN		414		21		false		              21   testimony yesterday that she continues to receive				false

		3136						LN		414		22		false		              22   e-mails from potential providers?				false

		3137						LN		414		23		false		              23        A.   Yes.				false

		3138						LN		414		24		false		              24        Q.   Do you have any knowledge of whether those				false

		3139						LN		414		25		false		              25   providers might be viable or not?				false

		3140						PG		415		0		false		page 415				false

		3141						LN		415		1		false		               1        A.   I have no idea.  I am sure she is working hard				false

		3142						LN		415		2		false		               2   to find alternate supplies.  I'm sure.				false

		3143						LN		415		3		false		               3        Q.   Thank you.				false

		3144						LN		415		4		false		               4             MR. JETTER:  Those are the only follow-up				false

		3145						LN		415		5		false		               5   cross -- excuse me, redirect questions I have.				false

		3146						LN		415		6		false		               6             CHAIRMAN LEVAR:  Thank you.  Any recross?				false

		3147						LN		415		7		false		               7             MR. SABIN:  Two questions.  Excuse me.  Two				false

		3148						LN		415		8		false		               8   questions.				false

		3149						LN		415		9		false		               9                      RECROSS-EXAMINATION				false

		3150						LN		415		10		false		              10   BY MR. SABIN:				false

		3151						LN		415		11		false		              11        Q.   Mr. Neale, by virtue of the breadth of the net				false

		3152						LN		415		12		false		              12   that the company spread to try and think of options,				false

		3153						LN		415		13		false		              13   it's true, isn't it, the company did not impose a				false

		3154						LN		415		14		false		              14   requirement of it being on system or being within their				false

		3155						LN		415		15		false		              15   control?  That's simply two factors the company finds to				false

		3156						LN		415		16		false		              16   be very important.  Isn't that a fair statement?				false

		3157						LN		415		17		false		              17        A.   Yeah, I think that's a fair statement.				false

		3158						LN		415		18		false		              18        Q.   Okay.				false

		3159						LN		415		19		false		              19        A.   Yeah.				false

		3160						LN		415		20		false		              20        Q.   Okay.  And then an RFP is not the only way to				false

		3161						LN		415		21		false		              21   obtain market information, is it?				false

		3162						LN		415		22		false		              22        A.   As long as it's documented, and it's for the				false

		3163						LN		415		23		false		              23   specific level of service, of course not.				false

		3164						LN		415		24		false		              24             MR. SABIN:  Okay.  No further questions.				false

		3165						LN		415		25		false		              25             CHAIRMAN LEVAR:  Thank you, Mr. Sabin.				false

		3166						PG		416		0		false		page 416				false

		3167						LN		416		1		false		               1   Commissioner Clark, do you have any questions for				false

		3168						LN		416		2		false		               2   Mr. Neale?				false

		3169						LN		416		3		false		               3             COMMISSIONER CLARK:  No questions.  Thank you.				false

		3170						LN		416		4		false		               4             CHAIRMAN LEVAR:  Commissioner White?				false

		3171						LN		416		5		false		               5             COMMISSIONER WHITE:  No questions, thank you.				false

		3172						LN		416		6		false		               6             CHAIRMAN LEVAR:  Mr. Neale, you -- how				false

		3173						LN		416		7		false		               7   familiar are you with the reasons mostly in Ms. Faust's				false

		3174						LN		416		8		false		               8   testimony why Dominion has expressed their preference				false

		3175						LN		416		9		false		               9   for on-system option under the company's control versus				false

		3176						LN		416		10		false		              10   systems that are off system and not in the company's				false

		3177						LN		416		11		false		              11   control?  Are you familiar with their asserted reasons?				false

		3178						LN		416		12		false		              12             THE WITNESS:  Sure, I -- I have listened to				false

		3179						LN		416		13		false		              13   exactly what they have suggested.  I mean, these force				false

		3180						LN		416		14		false		              14   majeure issues, however many you might want to define.				false

		3181						LN		416		15		false		              15   Because they are worried about, will this supply show				false

		3182						LN		416		16		false		              16   up.				false

		3183						LN		416		17		false		              17             At the end of the day, Ms. Faust is trying to				false

		3184						LN		416		18		false		              18   serve firm customers that the supply of last resort,				false

		3185						LN		416		19		false		              19   that supply must show up for them, must.  Otherwise,				false

		3186						LN		416		20		false		              20   they are talking about an outage.  They can't meet -- we				false

		3187						LN		416		21		false		              21   saw what the costs of an outage are.  I am familiar with				false

		3188						LN		416		22		false		              22   those.  Those look reasonable to me.  So they do need to				false

		3189						LN		416		23		false		              23   have something that is -- that they can rely on.				false

		3190						LN		416		24		false		              24             CHAIRMAN LEVAR:  Okay.				false

		3191						LN		416		25		false		              25             THE WITNESS:  Now, do they need, you know,				false

		3192						PG		417		0		false		page 417				false

		3193						LN		417		1		false		               1   ultimate reliability, being on your system?  Or is				false

		3194						LN		417		2		false		               2   something a hundred miles away really safe enough?  In				false

		3195						LN		417		3		false		               3   other words, are there really more risks than they				false

		3196						LN		417		4		false		               4   accept every day from getting pipeline gas every day?				false

		3197						LN		417		5		false		               5             And I would say, they are no different than				false

		3198						LN		417		6		false		               6   the risks they assume every day, and so I have a				false

		3199						LN		417		7		false		               7   difficult time believing that they need to have				false

		3200						LN		417		8		false		               8   something necessarily on system.  Would I agree that				false

		3201						LN		417		9		false		               9   it's less risky?  Maybe.  But there are things that can				false

		3202						LN		417		10		false		              10   happen with an LNG facility.				false

		3203						LN		417		11		false		              11             CHAIRMAN LEVAR:  Let me ask my follow-up then				false

		3204						LN		417		12		false		              12   because my first question was to set this one up.  Based				false

		3205						LN		417		13		false		              13   on your understanding of those concerns and those				false

		3206						LN		417		14		false		              14   preferences, do you have experience with RFPs using				false

		3207						LN		417		15		false		              15   non-cost criteria to evaluate those or very similar				false

		3208						LN		417		16		false		              16   concerns?				false

		3209						LN		417		17		false		              17             THE WITNESS:  So when you make out an RFP and				false

		3210						LN		417		18		false		              18   send it out there, and you gather all the information				false

		3211						LN		417		19		false		              19   you can, you might gather information on the company,				false

		3212						LN		417		20		false		              20   whether it's -- it has financial, enough backing.  You				false

		3213						LN		417		21		false		              21   may do in-depth studies on the provider as non-cost				false

		3214						LN		417		22		false		              22   criteria, as well as, are they on laterals?  Have they				false

		3215						LN		417		23		false		              23   had failures on those laterals to be able to send gas?				false

		3216						LN		417		24		false		              24             You may do a whole host of study to look at				false

		3217						LN		417		25		false		              25   these non-price reasons for either taking the service or				false

		3218						PG		418		0		false		page 418				false

		3219						LN		418		1		false		               1   not taking the service.  And you should.  You should				false

		3220						LN		418		2		false		               2   look at the ability of every supplier to do what they				false

		3221						LN		418		3		false		               3   say they are going to do in the RFP.				false

		3222						LN		418		4		false		               4             CHAIRMAN LEVAR:  And have you worked with or				false

		3223						LN		418		5		false		               5   observed RFPs using those kind of -- using those kind of				false

		3224						LN		418		6		false		               6   criteria?				false

		3225						LN		418		7		false		               7             THE WITNESS:  Sure.  And for instance, in				false

		3226						LN		418		8		false		               8   pipeline supplies we went with different pipeline				false

		3227						LN		418		9		false		               9   projects than others because we felt more sure of this,				false

		3228						LN		418		10		false		              10   that specific project.				false

		3229						LN		418		11		false		              11             CHAIRMAN LEVAR:  Thank you.  I appreciate				false

		3230						LN		418		12		false		              12   those answers.  One more question.  Why are Worcester				false

		3231						LN		418		13		false		              13   and Dorcester pronounced differently?				false

		3232						LN		418		14		false		              14             THE WITNESS:  In New England we can only				false

		3233						LN		418		15		false		              15   pronounce half of our alphabet.  That's really the				false

		3234						LN		418		16		false		              16   reason.				false

		3235						LN		418		17		false		              17             CHAIRMAN LEVAR:  Thank you for your testimony				false

		3236						LN		418		18		false		              18   today.				false

		3237						LN		418		19		false		              19             THE WITNESS:  My pleasure.				false

		3238						LN		418		20		false		              20             CHAIRMAN LEVAR:  I am just trying to balance				false

		3239						LN		418		21		false		              21   whether we move ahead or take a lunch break, and I'm				false

		3240						LN		418		22		false		              22   probably leaning towards taking an hour break at this				false

		3241						LN		418		23		false		              23   point.  And assuming there's nothing further from the				false

		3242						LN		418		24		false		              24   division, Mr. Jetter?				false

		3243						LN		418		25		false		              25             MR. JETTER:  Nothing further from the				false

		3244						PG		419		0		false		page 419				false

		3245						LN		419		1		false		               1   division.				false

		3246						LN		419		2		false		               2             CHAIRMAN LEVAR:  Okay.  Why don't we return at				false

		3247						LN		419		3		false		               3   about one o'clock to go with the office's witnesses,				false

		3248						LN		419		4		false		               4   remaining witnesses.  Thank you.  We're in recess.				false

		3249						LN		419		5		false		               5             (Lunch recess from 11:49 a.m. to 12:59 p.m.)				false

		3250						LN		419		6		false		               6             CHAIRMAN LEVAR:  Okay.  We're back on the				false

		3251						LN		419		7		false		               7   record, and I think we're ready for the Office of				false

		3252						LN		419		8		false		               8   Consumer Services' next witness.				false

		3253						LN		419		9		false		               9             MR. SNARR:  Thank you.  The Office of Consumer				false

		3254						LN		419		10		false		              10   Services would like to call Bela Vastag as a witness.				false

		3255						LN		419		11		false		              11             CHAIRMAN LEVAR:  Good afternoon, Mr. Vastag.				false

		3256						LN		419		12		false		              12   Do you swear to tell the truth?				false

		3257						LN		419		13		false		              13             THE WITNESS:  I do.				false

		3258						LN		419		14		false		              14             CHAIRMAN LEVAR:  Thank you.				false

		3259						LN		419		15		false		              15                         BELA VASTAG,				false

		3260						LN		419		16		false		              16   was called as a witness, and having been first duly				false

		3261						LN		419		17		false		              17   sworn to tell the truth, testified as follows:				false

		3262						LN		419		18		false		              18                      DIRECT EXAMINATION				false

		3263						LN		419		19		false		              19   BY MR. SNARR:				false

		3264						LN		419		20		false		              20        Q.   Could you please state your name for the				false

		3265						LN		419		21		false		              21   record.				false

		3266						LN		419		22		false		              22        A.   Bela Vastag.  Should I spell that for you?				false

		3267						LN		419		23		false		              23   No.				false

		3268						LN		419		24		false		              24        Q.   And where are you employed and in what				false

		3269						LN		419		25		false		              25   capacity?				false

		3270						PG		420		0		false		page 420				false

		3271						LN		420		1		false		               1        A.   I am employed as a utility analyst for the				false

		3272						LN		420		2		false		               2   Office of Consumer Services.				false

		3273						LN		420		3		false		               3        Q.   And in connection with your employment there,				false

		3274						LN		420		4		false		               4   have you assumed some responsibility for, on behalf of				false

		3275						LN		420		5		false		               5   the office to investigate and pursue the filing of				false

		3276						LN		420		6		false		               6   testimony and exhibits in connection with this				false

		3277						LN		420		7		false		               7   particular proceeding?				false

		3278						LN		420		8		false		               8        A.   Yes.				false

		3279						LN		420		9		false		               9        Q.   And did you file direct testimony on August				false

		3280						LN		420		10		false		              10   16th, 2018, including attached exhibits?				false

		3281						LN		420		11		false		              11        A.   Yes.				false

		3282						LN		420		12		false		              12        Q.   And did you file rebuttal testimony on				false

		3283						LN		420		13		false		              13   September 6th, 2018, with -- well, just testimony on				false

		3284						LN		420		14		false		              14   September 6th, 2018?				false

		3285						LN		420		15		false		              15        A.   Yes, I did.				false

		3286						LN		420		16		false		              16        Q.   And did you file surrebuttal testimony on				false

		3287						LN		420		17		false		              17   September 20th with an attached set of exhibits on				false

		3288						LN		420		18		false		              18   September 20th?				false

		3289						LN		420		19		false		              19        A.   Yes.				false

		3290						LN		420		20		false		              20        Q.   And with respect to those things that you				false

		3291						LN		420		21		false		              21   filed so far, do you adopt and affirm what you have said				false

		3292						LN		420		22		false		              22   in that testimony?  And do you support the submission of				false

		3293						LN		420		23		false		              23   those exhibits today?				false

		3294						LN		420		24		false		              24        A.   Yes, I do.				false

		3295						LN		420		25		false		              25        Q.   Thank you.				false

		3296						PG		421		0		false		page 421				false

		3297						LN		421		1		false		               1             MR. SNARR:  We would ask that those exhibits				false

		3298						LN		421		2		false		               2   identified as OCS 1D, 1.1D, OCS 1R, OCS 1S and OCS 1.1S				false

		3299						LN		421		3		false		               3   be offered and admitted into evidence.				false

		3300						LN		421		4		false		               4             CHAIRMAN LEVAR:  If anyone objects to that				false

		3301						LN		421		5		false		               5   motion, please indicate to me.  I am not seeing any				false

		3302						LN		421		6		false		               6   indication, so the motion is granted.				false

		3303						LN		421		7		false		               7        Q.   (By Mr. Snarr)  Mr. Vastag, have you prepared				false

		3304						LN		421		8		false		               8   a summary of your testimony for this proceeding?				false

		3305						LN		421		9		false		               9        A.   Yes, I have.				false

		3306						LN		421		10		false		              10        Q.   Would you please present that summary?				false

		3307						LN		421		11		false		              11        A.   Yes.  Good afternoon.  The Office of Consumer				false

		3308						LN		421		12		false		              12   Services recommends that the commission deny the				false

		3309						LN		421		13		false		              13   company's request for approval of its decision to				false

		3310						LN		421		14		false		              14   construct a liquid natural gas or LNG facility.  As				false

		3311						LN		421		15		false		              15   required by the Utah Energy Resource Procurement Acts,				false

		3312						LN		421		16		false		              16   the company has not met its burden of proof in				false

		3313						LN		421		17		false		              17   demonstrating that the LNG facility will result in the				false
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		3558						LN		431		2		false		               2   do that.				false
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		3577						LN		431		21		false		              21   whatever you decide to do.				false

		3578						LN		431		22		false		              22             CHAIRMAN LEVAR:  Okay.  Thank you, Mr. Snarr.				false
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		3589						LN		432		7		false		               7             CHAIRMAN LEVAR:  Yeah.  I am not -- I'm trying				false
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		3597						LN		432		15		false		              15   Magnum because I don't think Mr. Dodge would be				false
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		3610						LN		433		2		false		               2   the question, and maybe it's not worth addressing.				false
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		3622						LN		433		14		false		              14             Do we have enough to even consider that as				false

		3623						LN		433		15		false		              15   part of this docket?  So if any of the counsel have any				false

		3624						LN		433		16		false		              16   interest in addressing that issue, I am asking the				false

		3625						LN		433		17		false		              17   question and not necessarily expecting answers.  I				false
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		3627						LN		433		19		false		              19   last minute.  But anyone who wants to address that, feel				false
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		3794						LN		440		4		false		               4   know, kept our people up for many hours trying to figure				false

		3795						LN		440		5		false		               5   out how to make sure a gas -- you know, people of Nephi				false

		3796						LN		440		6		false		               6   ran out of -- they didn't have gas.  Well, that's a				false

		3797						LN		440		7		false		               7   situation we don't want to find ourselves in.				false

		3798						LN		440		8		false		               8             You know, those sources are not dedicated to				false

		3799						LN		440		9		false		               9   the residents of Utah.  They are dedicated only to the				false

		3800						LN		440		10		false		              10   extent of a contract.  And they are dedicated only to				false

		3801						LN		440		11		false		              11   the extent of a contract with exclusions in a contract.				false

		3802						LN		440		12		false		              12             Then when we talk about the next factor,				false

		3803						LN		440		13		false		              13   cost -- I guess I should say, so from a risk standpoint,				false

		3804						LN		440		14		false		              14   I just haven't heard anybody say anything other than the				false

		3805						LN		440		15		false		              15   least risky option is LNG.  It doesn't present the kind				false

		3806						LN		440		16		false		              16   of -- nobody is saying there is no risk.  But I think				false

		3807						LN		440		17		false		              17   what you are hearing is, it presents a completely				false

		3808						LN		440		18		false		              18   different portfolio of risks and far less of those risks				false

		3809						LN		440		19		false		              19   than other sources do.				false

		3810						LN		440		20		false		              20             The next factor relative to cost is, and we've				false

		3811						LN		440		21		false		              21   -- the company has been very up-front in its filings				false

		3812						LN		440		22		false		              22   about the costs associated with each of the options.				false

		3813						LN		440		23		false		              23   It's included -- I don't know if it's 40, or 30, 40 page				false

		3814						LN		440		24		false		              24   analysis of the different options.  And included in that				false

		3815						LN		440		25		false		              25   are the costs.				false

		3816						PG		441		0		false		page 441				false

		3817						LN		441		1		false		               1             That's been supplemented throughout this				false

		3818						LN		441		2		false		               2   proceeding, and others have submitted testimony about				false

		3819						LN		441		3		false		               3   the costs of other options.  That information is before				false

		3820						LN		441		4		false		               4   you, and nobody is suggesting that the costs will change				false

		3821						LN		441		5		false		               5   or that there is some difference that we need to be				false

		3822						LN		441		6		false		               6   thinking about in the future that you -- isn't before				false

		3823						LN		441		7		false		               7   you.				false

		3824						LN		441		8		false		               8             The company has demonstrated that while it's				false

		3825						LN		441		9		false		               9   not the cheapest conclusion, it is the best, least cost				false

		3826						LN		441		10		false		              10   solution for the problem.  And again we focus on the				false

		3827						LN		441		11		false		              11   problem.				false

		3828						LN		441		12		false		              12             I lastly want to just deal with this question				false

		3829						LN		441		13		false		              13   of an RFP because I think it's dominated a lot of the				false

		3830						LN		441		14		false		              14   discussion and a lot of the questions, and I don't think				false

		3831						LN		441		15		false		              15   that's inappropriate.  I think that's fine.  And I --				false

		3832						LN		441		16		false		              16   but I think we need to clarify what was done here.  What				false

		3833						LN		441		17		false		              17   does an RFP do?				false

		3834						LN		441		18		false		              18             Well, it's clear from this proceeding that an				false

		3835						LN		441		19		false		              19   RFP is -- what that means is in the eye of the beholder				false

		3836						LN		441		20		false		              20   a little bit.  Could the company have sent out an RFP				false

		3837						LN		441		21		false		              21   and said, "We'd like to send in an RFP for, you know,				false

		3838						LN		441		22		false		              22   on-system LNG solutions."  And we -- I suspect we would				false

		3839						LN		441		23		false		              23   have been here, and everybody would have said, "Well,				false

		3840						LN		441		24		false		              24   that's far too narrow."				false

		3841						LN		441		25		false		              25             So what did the company elect to do?  The				false

		3842						PG		442		0		false		page 442				false

		3843						LN		442		1		false		               1   company elected to do an all-hands-on-deck, we're going				false

		3844						LN		442		2		false		               2   to look at every single option that's within the				false

		3845						LN		442		3		false		               3   reasonable thinking of the company.  And who were we				false

		3846						LN		442		4		false		               4   talking about?  We are talking about gas supply at				false

		3847						LN		442		5		false		               5   Dominion Energy Utah.  These people do this every day.				false

		3848						LN		442		6		false		               6   They know who they -- to talk to.  They know who				false

		3849						LN		442		7		false		               7   provides gas supply solutions because they deal with				false

		3850						LN		442		8		false		               8   that all the time.				false

		3851						LN		442		9		false		               9             So they cast this wide net, and I, personally				false

		3852						LN		442		10		false		              10   think that it's -- to me that seems like that the				false

		3853						LN		442		11		false		              11   justification for doing that is to come in and be able				false

		3854						LN		442		12		false		              12   to say to you, we didn't overly narrow the analysis.  We				false

		3855						LN		442		13		false		              13   kept it deliberately broad.  Why?  Because then we could				false

		3856						LN		442		14		false		              14   come in and say to you, "Here are the 15 or 20 options				false

		3857						LN		442		15		false		              15   that realistically could be pursued."				false

		3858						LN		442		16		false		              16             And some of them are easy to reject out of				false

		3859						LN		442		17		false		              17   hand, but you have before you the testimony of the				false

		3860						LN		442		18		false		              18   company with a substantial amount of paper showing the				false

		3861						LN		442		19		false		              19   procedures they went through, the factors they				false

		3862						LN		442		20		false		              20   considered on every one of these, and it's an extensive				false

		3863						LN		442		21		false		              21   analysis that assessed all the options.				false

		3864						LN		442		22		false		              22             Significantly, no party -- and you have heard				false

		3865						LN		442		23		false		              23   us ask the question of every witness.  No party has been				false

		3866						LN		442		24		false		              24   able to identify any option that wasn't considered.				false

		3867						LN		442		25		false		              25   None.  Now, that to me is a remarkable outcome because				false

		3868						PG		443		0		false		page 443				false

		3869						LN		443		1		false		               1   you would say, "Well, the reason we do an RFP is, there				false

		3870						LN		443		2		false		               2   might be somebody out there who has a solution."				false

		3871						LN		443		3		false		               3             Nobody's come forward.  Nobody's intervened.				false

		3872						LN		443		4		false		               4   Our people haven't been able to identify anybody, and so				false

		3873						LN		443		5		false		               5   you say to yourself, if I am going to send an RFP out,				false

		3874						LN		443		6		false		               6   aren't I just going to be sending it to the same people				false

		3875						LN		443		7		false		               7   who have come before you and put information before you?				false

		3876						LN		443		8		false		               8             The company submits that the evaluation				false

		3877						LN		443		9		false		               9   process it undertook was comprehensive, that it looked				false

		3878						LN		443		10		false		              10   at every one of the factors in the statute, together				false

		3879						LN		443		11		false		              11   with a whole bunch of other factors that we have				false

		3880						LN		443		12		false		              12   communicated to you in this proceeding.  The company				false

		3881						LN		443		13		false		              13   then ran it through a decision matrix, which has been				false

		3882						LN		443		14		false		              14   submitted to you as part of the filings in this case.				false

		3883						LN		443		15		false		              15             I submit that a public utility that goes				false

		3884						LN		443		16		false		              16   through this process, that has its own expertise and				false

		3885						LN		443		17		false		              17   that essentially is unrefuted that there is additional				false

		3886						LN		443		18		false		              18   options that are out there that it didn't consider, that				false

		3887						LN		443		19		false		              19   it ought to be able to make these kinds of				false

		3888						LN		443		20		false		              20   recommendations and decisions based upon those factors				false

		3889						LN		443		21		false		              21   that it deems to be most important.  And it has done				false

		3890						LN		443		22		false		              22   that and submitted to you a recommendation.				false

		3891						LN		443		23		false		              23             A lot of discussion has been brought up about				false

		3892						LN		443		24		false		              24   Magnum, whether Magnum was fairly included in the				false

		3893						LN		443		25		false		              25   process or whether it got adequate information.  Here is				false

		3894						PG		444		0		false		page 444				false

		3895						LN		444		1		false		               1   the point I wanted to make on cross with regard to that.				false

		3896						LN		444		2		false		               2   If you read Ms. Faust's testimony, or you read the				false

		3897						LN		444		3		false		               3   remaining testimony of the company, what you will find				false

		3898						LN		444		4		false		               4   in there is that the company spent two years talking				false

		3899						LN		444		5		false		               5   with these people.				false

		3900						LN		444		6		false		               6             They sent engineers down there.  Mr. Holder				false

		3901						LN		444		7		false		               7   admitted that there were, quote, numerous discussions				false

		3902						LN		444		8		false		               8   with the company.  And we're led to believe that if you				false

		3903						LN		444		9		false		               9   had some sort of more tailored RFP, that that process				false

		3904						LN		444		10		false		              10   would be vastly different.  Well, let's really think				false

		3905						LN		444		11		false		              11   about it.  Would it be different, or would we just be				false

		3906						LN		444		12		false		              12   coming back to you saying the same things?				false

		3907						LN		444		13		false		              13             What would be different?  Magnum's facility				false

		3908						LN		444		14		false		              14   would still be located where it's located.  It would				false

		3909						LN		444		15		false		              15   still have to connect up to the company's system using				false

		3910						LN		444		16		false		              16   an 80 to a 100 at least mile pipeline.  You are still				false

		3911						LN		444		17		false		              17   going to have the contract risks that you have with				false

		3912						LN		444		18		false		              18   every third party resource.  That's not going to change.				false

		3913						LN		444		19		false		              19             I can't imagine that Magnum will come in here				false

		3914						LN		444		20		false		              20   and say to you, "We will waive all force majeure				false

		3915						LN		444		21		false		              21   exclusions in our contract," particularly where they				false

		3916						LN		444		22		false		              22   filed -- where they are going to have a FERC tariff,				false

		3917						LN		444		23		false		              23   just like every other third party provider does.				false

		3918						LN		444		24		false		              24             We're not to change the delivery lo -- I mean				false

		3919						LN		444		25		false		              25   we vetted three different delivery locations with them.				false

		3920						PG		445		0		false		page 445				false

		3921						LN		445		1		false		               1   We vetted -- we asked for engineering papers and didn't				false

		3922						LN		445		2		false		               2   receive it.  We asked for cost information, and we				false

		3923						LN		445		3		false		               3   didn't receive it.  We asked for information to do the				false

		3924						LN		445		4		false		               4   due diligence to figure out if it's a viable entity.				false

		3925						LN		445		5		false		               5             And you read in our testimony that there is				false

		3926						LN		445		6		false		               6   some question by the company about the viability of this				false

		3927						LN		445		7		false		               7   project.  It's been approved in 2011, and here we are in				false

		3928						LN		445		8		false		               8   2018, and there's no natural gas resource coming out of				false

		3929						LN		445		9		false		               9   that facility.  Why?  I don't know.  But I know that				false

		3930						LN		445		10		false		              10   that causes me great concern, and I think it's fair for				false

		3931						LN		445		11		false		              11   the company to think about that.				false

		3932						LN		445		12		false		              12             So what will change if you go and you have a				false

		3933						LN		445		13		false		              13   new process?  Well, what will change is, you will delay				false

		3934						LN		445		14		false		              14   the process by a significant amount of time, when the				false

		3935						LN		445		15		false		              15   company has already invested this amount of time to get				false

		3936						LN		445		16		false		              16   to this point.  And what you will do is, you will have				false

		3937						LN		445		17		false		              17   the parties submitting to you another round of testimony				false

		3938						LN		445		18		false		              18   or two rounds of testimony that I suspect will look very				false

		3939						LN		445		19		false		              19   much like it does here because many of the points that				false

		3940						LN		445		20		false		              20   are being made will be identical.				false

		3941						LN		445		21		false		              21             What we're looking for is a reliability				false

		3942						LN		445		22		false		              22   solution that provides instantaneous gas to the demand				false

		3943						LN		445		23		false		              23   center of the system.  That's never changed and was				false

		3944						LN		445		24		false		              24   discussed in detail with Magnum.  The suggestion that				false

		3945						LN		445		25		false		              25   they didn't know that we were looking for a reliability				false

		3946						PG		446		0		false		page 446				false

		3947						LN		446		1		false		               1   solution, even in and of itself, a reliability solution,				false

		3948						LN		446		2		false		               2   to me is pretty remarkable, given the number of				false

		3949						LN		446		3		false		               3   discussions that went back and forth.  It was absolutely				false

		3950						LN		446		4		false		               4   discussed.				false

		3951						LN		446		5		false		               5             So where does that leave us?  Well, I think				false

		3952						LN		446		6		false		               6   the decision before this commission should be, taken as				false

		3953						LN		446		7		false		               7   a whole, what the company has done here, is it adequate				false

		3954						LN		446		8		false		               8   to provide the kind of information you would get in an				false

		3955						LN		446		9		false		               9   RFP if you could do one?  I frankly don't know how you				false

		3956						LN		446		10		false		              10   would structure an RFP in this circumstance.				false

		3957						LN		446		11		false		              11             RFPs -- and I am with Commissioner White.  I				false

		3958						LN		446		12		false		              12   see them most often in the power side of things, and you				false

		3959						LN		446		13		false		              13   usually see them where you are dealing with a very				false

		3960						LN		446		14		false		              14   commoditized situation or you are dealing with a				false

		3961						LN		446		15		false		              15   uniformity in the options that can be provided.  You				false

		3962						LN		446		16		false		              16   don't often see them in circumstances where you are				false

		3963						LN		446		17		false		              17   putting up -- you are asking for solutions.  That just				false

		3964						LN		446		18		false		              18   doesn't seem to lend itself very well for -- in part				false

		3965						LN		446		19		false		              19   because how do you compare the cost, non-cost attributes				false

		3966						LN		446		20		false		              20   in an RFP?  How do you assess those?  Kind of				false

		3967						LN		446		21		false		              21   information you get.				false

		3968						LN		446		22		false		              22             What you have here is, the company went and				false

		3969						LN		446		23		false		              23   did a robust process where they dug as deep as they				false

		3970						LN		446		24		false		              24   possibly could with every option.  In some cases, like				false

		3971						LN		446		25		false		              25   Magnum, where they don't want to disclose some				false

		3972						PG		447		0		false		page 447				false

		3973						LN		447		1		false		               1   information, dipping can only go so deep because they				false

		3974						LN		447		2		false		               2   don't want to disclose it.  And but the company did				false

		3975						LN		447		3		false		               3   everything within its power to do what it can.				false

		3976						LN		447		4		false		               4             In closing, I just want you to know, we submit				false

		3977						LN		447		5		false		               5   that this process, we think, has been very extensive.				false

		3978						LN		447		6		false		               6   People have had more than adequate time to consider the				false

		3979						LN		447		7		false		               7   company's filings and the options.  It's been discussed				false

		3980						LN		447		8		false		               8   since June of 2017 at least with regulators.  And the				false

		3981						LN		447		9		false		               9   company's been doing everything within its power to				false

		3982						LN		447		10		false		              10   figure out the right solution.				false

		3983						LN		447		11		false		              11             And we submit that we not only met the burden				false

		3984						LN		447		12		false		              12   but that the factors that are in the statute weigh				false

		3985						LN		447		13		false		              13   heavily in favor of an LNG facility.  With that, I'll				false

		3986						LN		447		14		false		              14   conclude unless there are any questions.				false

		3987						LN		447		15		false		              15             CHAIRMAN LEVAR:  Commissioner Clark, any				false

		3988						LN		447		16		false		              16   questions?				false

		3989						LN		447		17		false		              17             COMMISSIONER CLARK:  No questions.  Thank you.				false

		3990						LN		447		18		false		              18             CHAIRMAN LEVAR:  Commissioner White?				false

		3991						LN		447		19		false		              19             COMMISSIONER WHITE:  No questions.  Thank you.				false

		3992						LN		447		20		false		              20             CHAIRMAN LEVAR:  I don't think I have any				false

		3993						LN		447		21		false		              21   either, so thank you, Mr. Sabin.  Mr. Jetter?				false

		3994						LN		447		22		false		              22             MR. JETTER:  Thank you.  I think the theme of				false

		3995						LN		447		23		false		              23   the division's position in this case and what it has				false

		3996						LN		447		24		false		              24   been throughout is simply the reality that there's a lot				false

		3997						LN		447		25		false		              25   of things we don't know.  And it's the company's burden				false

		3998						PG		448		0		false		page 448				false

		3999						LN		448		1		false		               1   when seeking, particularly in this case, preapproval of				false

		4000						LN		448		2		false		               2   costs for a major resource to answer a lot of these				false

		4001						LN		448		3		false		               3   questions.				false

		4002						LN		448		4		false		               4             And the first is the RFP.  The reality is the				false

		4003						LN		448		5		false		               5   company has essentially represented that it apparently				false

		4004						LN		448		6		false		               6   knows everybody who might participate and has already				false

		4005						LN		448		7		false		               7   discussed it with them, which clearly is inconsistent				false

		4006						LN		448		8		false		               8   with its own witness's testimony.  For example,				false

		4007						LN		448		9		false		               9   Ms. Faust has testified that she receives e-mails from				false

		4008						LN		448		10		false		              10   solicitations wanting to be involved or asking questions				false

		4009						LN		448		11		false		              11   about a potential LNG facility.				false

		4010						LN		448		12		false		              12             We don't know what those are.  We don't know				false

		4011						LN		448		13		false		              13   if those companies would participate in an RFP were it				false

		4012						LN		448		14		false		              14   issued.  We simply don't know if there are other outside				false

		4013						LN		448		15		false		              15   parties that we don't know about.				false

		4014						LN		448		16		false		              16             Presumably, these RFP are published in some				false

		4015						LN		448		17		false		              17   type of industry publication where these people would				false

		4016						LN		448		18		false		              18   learn about them.  I think the claim that only those who				false

		4017						LN		448		19		false		              19   we know of and will direct an RFP paperwork to would be				false

		4018						LN		448		20		false		              20   the only people who might respond, I don't know that				false

		4019						LN		448		21		false		              21   that's accurate.				false

		4020						LN		448		22		false		              22             In addition, we don't know of those who may				false

		4021						LN		448		23		false		              23   have seen the initial RFPs and did not respond who might				false

		4022						LN		448		24		false		              24   respond to the new proposal, which seems to be				false

		4023						LN		448		25		false		              25   substantially different from what the two early RFPs				false

		4024						PG		449		0		false		page 449				false

		4025						LN		449		1		false		               1   included.				false

		4026						LN		449		2		false		               2             Importantly to that respect, the company has				false

		4027						LN		449		3		false		               3   testified that some of the critical requirements are on				false

		4028						LN		449		4		false		               4   system and company owned and controlled.  And if those				false

		4029						LN		449		5		false		               5   are the requirements, then the company's probably right.				false

		4030						LN		449		6		false		               6   There's no point in doing anything further.  There's				false

		4031						LN		449		7		false		               7   only one entity that can come up with a competitive bid				false

		4032						LN		449		8		false		               8   for its own RFP that requires that it essentially owns				false

		4033						LN		449		9		false		               9   the project.				false

		4034						LN		449		10		false		              10             It might do an RFP for the construction of it,				false

		4035						LN		449		11		false		              11   but outside of that, that's the only option.  And if we				false

		4036						LN		449		12		false		              12   accept that as a requirement, I think we are sort of				false

		4037						LN		449		13		false		              13   throwing the least reasonable cost requirement out the				false

		4038						LN		449		14		false		              14   window because, as you heard the company's witnesses				false

		4039						LN		449		15		false		              15   testify, even if it were free, they may not accept it.				false

		4040						LN		449		16		false		              16             How that factors into a least reasonable cost,				false

		4041						LN		449		17		false		              17   I'm not sure.  But from our position, a free resource				false

		4042						LN		449		18		false		              18   that would solve 99 percent of this problem would sure				false

		4043						LN		449		19		false		              19   look a lot better than -- in a cost versus reliability				false

		4044						LN		449		20		false		              20   weighting, that would look better than a hundred percent				false

		4045						LN		449		21		false		              21   of the LNG's reliability at 200 plus million dollars.				false

		4046						LN		449		22		false		              22             I think there's been some description of an				false

		4047						LN		449		23		false		              23   LNG facility as being substantially better in a risk				false

		4048						LN		449		24		false		              24   analysis than alternative options, and I think that				false

		4049						LN		449		25		false		              25   needs to be put in a little bit better perspective here.				false

		4050						PG		450		0		false		page 450				false

		4051						LN		450		1		false		               1   On a design peak day the company is relying on somewhere				false

		4052						LN		450		2		false		               2   in the range of 800,000 decatherms of spot purchases,				false

		4053						LN		450		3		false		               3   meaning I believe in that exhibit that's one year under				false

		4054						LN		450		4		false		               4   contracts.  And that's providing in the range of 60				false

		4055						LN		450		5		false		               5   percent of all of the gas flow on that day.				false

		4056						LN		450		6		false		               6             An LNG facility can solve a little bit of a				false

		4057						LN		450		7		false		               7   bubble in the supply shortfall.  It certainly is not on				false

		4058						LN		450		8		false		               8   the scale that it would continue to provide adequate				false

		4059						LN		450		9		false		               9   pressures in something like a major supply failure from				false

		4060						LN		450		10		false		              10   a pipeline rupture, for example.				false

		4061						LN		450		11		false		              11             I think we have heard testimony that Kern				false

		4062						LN		450		12		false		              12   River's pipeline, if it were entirely severed, would not				false

		4063						LN		450		13		false		              13   be able to be made up by the LNG facility.  So we're not				false

		4064						LN		450		14		false		              14   getting anywhere close to zero risk.  I think what we're				false

		4065						LN		450		15		false		              15   doing is, we're reducing risk from some level to some				false

		4066						LN		450		16		false		              16   lower level at a cost.				false

		4067						LN		450		17		false		              17             And doing it from that perspective, other				false

		4068						LN		450		18		false		              18   projects that may offer risk reduction at a lower cost				false

		4069						LN		450		19		false		              19   might be a better balance.  The problem is, again, that				false

		4070						LN		450		20		false		              20   we don't know what those are because we haven't had an				false

		4071						LN		450		21		false		              21   RFP that would take bids on an apples-to-apples basis to				false

		4072						LN		450		22		false		              22   see what other types of projects might be comparable in				false

		4073						LN		450		23		false		              23   output and comparable in risk management.				false

		4074						LN		450		24		false		              24             And just to give an easy example of this, if				false

		4075						LN		450		25		false		              25   you had a project that could provide ten days instead of				false
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		4077						LN		451		1		false		               1   eight, I don't know what the probabilities of going into				false

		4078						LN		451		2		false		               2   the ninth day of a shortfall of 150 decatherms is.  But				false

		4079						LN		451		3		false		               3   that may be a greater probability than a freeze-off at a				false

		4080						LN		451		4		false		               4   wellhead for an underground storage facility, for				false

		4081						LN		451		5		false		               5   example.				false

		4082						LN		451		6		false		               6             I don't know how to compare those				false

		4083						LN		451		7		false		               7   probabilities.  I don't think we have testimony on it.				false

		4084						LN		451		8		false		               8   We don't have anything in front of us to compare those				false

		4085						LN		451		9		false		               9   two.  And I think you have also heard testimony from the				false

		4086						LN		451		10		false		              10   division's own witnesses that the LNG facility, as far				false

		4087						LN		451		11		false		              11   as the engineering of it, appears to be a reasonable				false

		4088						LN		451		12		false		              12   facility in terms of, it should be able to provide the				false

		4089						LN		451		13		false		              13   capacity that it is suggested by the company.				false

		4090						LN		451		14		false		              14             I don't think the division would suggest that				false

		4091						LN		451		15		false		              15   LNG facilities are bad or should not be on systems				false

		4092						LN		451		16		false		              16   generally.  I think it's the process that we've gone				false

		4093						LN		451		17		false		              17   through to get here that's troubling to us.  And in				false

		4094						LN		451		18		false		              18   order to meet all of the requirements of evaluating risk				false

		4095						LN		451		19		false		              19   and reliability and financial impacts, we really need				false

		4096						LN		451		20		false		              20   something like an RFP that would allow bidders to				false

		4097						LN		451		21		false		              21   compare and compete on an equal playing field so we can				false

		4098						LN		451		22		false		              22   compare what else is available in the market.				false

		4099						LN		451		23		false		              23             I think that concludes my closing statement.				false

		4100						LN		451		24		false		              24   If you have questions, I'm happy to answer them.				false

		4101						LN		451		25		false		              25             CHAIRMAN LEVAR:  Thank you, Mr. Jetter.				false
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		4103						LN		452		1		false		               1   Commissioner White, any questions?				false

		4104						LN		452		2		false		               2             COMMISSIONER WHITE:  No questions.  Thank you.				false

		4105						LN		452		3		false		               3             CHAIRMAN LEVAR:  Commissioner Clark?				false

		4106						LN		452		4		false		               4             COMMISSIONER CLARK:  No questions, thanks.				false

		4107						LN		452		5		false		               5             CHAIRMAN LEVAR:  I do not either.  Thank you				false

		4108						LN		452		6		false		               6   for your statement.  Mr. Snarr, do you want to add				false

		4109						LN		452		7		false		               7   anything?				false

		4110						LN		452		8		false		               8             MR. SNARR:  Be happy to provide our closing				false

		4111						LN		452		9		false		               9   statement right now.				false

		4112						LN		452		10		false		              10             CHAIRMAN LEVAR:  Sure.				false

		4113						LN		452		11		false		              11             MR. SNARR:  Officer of Consumer Services				false

		4114						LN		452		12		false		              12   recommends that the commission deny the company's				false

		4115						LN		452		13		false		              13   request for approval of its decision to construct a				false

		4116						LN		452		14		false		              14   liquid natural gas or LNG facility.  As required by the				false

		4117						LN		452		15		false		              15   Utah Energy Resource Procurement Act, the company has				false

		4118						LN		452		16		false		              16   not met its burden of proof in demonstrating that such a				false

		4119						LN		452		17		false		              17   facility will result in reasonable cost -- the lowest				false

		4120						LN		452		18		false		              18   reasonable cost resource for retail customers or result				false

		4121						LN		452		19		false		              19   in the resource with the best long-term and short-term				false

		4122						LN		452		20		false		              20   impacts and risk and reliability.				false

		4123						LN		452		21		false		              21             The company has been in search of a problem to				false

		4124						LN		452		22		false		              22   justify its proposed LNG facility.  In connection with				false

		4125						LN		452		23		false		              23   that, the company has really not adequately defined or				false

		4126						LN		452		24		false		              24   documented its recent claims of supply reliability.  The				false

		4127						LN		452		25		false		              25   only outages that have occurred have been related to				false
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		4129						LN		453		1		false		               1   situations where there's been minor equipment failures				false

		4130						LN		453		2		false		               2   and are not gas supply related.  The company has				false

		4131						LN		453		3		false		               3   admitted that for those five different outages, the LNG				false

		4132						LN		453		4		false		               4   facility that was proposed would not have cured those				false
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		4141						LN		453		13		false		              13   shortfalls were all resolved with the different				false

		4142						LN		453		14		false		              14   connections and opportunities for the company to use				false

		4143						LN		453		15		false		              15   some of its diverse and redundant facilities.				false

		4144						LN		453		16		false		              16             And that didn't even include an analysis of				false

		4145						LN		453		17		false		              17   what was occurring on the other pipeline that supplies				false

		4146						LN		453		18		false		              18   the distribution system, Kern River.  That particular				false

		4147						LN		453		19		false		              19   slide really focused on just the instances of issues and				false

		4148						LN		453		20		false		              20   problems that have occurred with Questar Pipeline.				false

		4149						LN		453		21		false		              21             That evidence is really insufficient to show				false

		4150						LN		453		22		false		              22   that there is a gas supply reliability issue that needs				false

		4151						LN		453		23		false		              23   to be solved.  Without better understanding the				false

		4152						LN		453		24		false		              24   frequencies, magnitudes and causes of -- or remedies of				false

		4153						LN		453		25		false		              25   possible supply shortfalls, we're really scrambling to				false
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		4155						LN		454		1		false		               1   try to figure out what the solutions might be.				false

		4156						LN		454		2		false		               2             And it may not be the 150,000 LNG facility				false

		4157						LN		454		3		false		               3   that's online with certain deliverability for eight				false

		4158						LN		454		4		false		               4   days.  That just is a solution looking for				false

		4159						LN		454		5		false		               5   justification.				false

		4160						LN		454		6		false		               6             Let me recount some of the additional				false

		4161						LN		454		7		false		               7   information about the supply shortfalls here.  There's				false

		4162						LN		454		8		false		               8   never been outages along the Wasatch Front.  All those				false

		4163						LN		454		9		false		               9   possible shortfalls or threats have been resolved.  The				false

		4164						LN		454		10		false		              10   evidence presented doesn't prove a relationship between				false

		4165						LN		454		11		false		              11   shortfalls and cold weather.  To put it another way,				false

		4166						LN		454		12		false		              12   Dominion has never met a shortfall it didn't like or				false

		4167						LN		454		13		false		              13   couldn't solve.				false

		4168						LN		454		14		false		              14             Also, the last design day to occur on the				false

		4169						LN		454		15		false		              15   Dominion system occurred 55 years ago.  They have done				false

		4170						LN		454		16		false		              16   an admirable job of setting up the design day criteria,				false

		4171						LN		454		17		false		              17   but with that criteria, Dominion has minimized its gas				false

		4172						LN		454		18		false		              18   supply risks, and through its own design day planning				false

		4173						LN		454		19		false		              19   and through the use of its various upstream supply				false

		4174						LN		454		20		false		              20   alternatives, it's been able to respond and resolve any				false

		4175						LN		454		21		false		              21   threats to their system.				false

		4176						LN		454		22		false		              22             The company also is uniquely situated with				false

		4177						LN		454		23		false		              23   five major city gates connected to the Questar Pipeline				false

		4178						LN		454		24		false		              24   and two additional interconnections that serve the				false
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		4186						LN		455		6		false		               6   also address issues along the Wasatch Front with an				false

		4187						LN		455		7		false		               7   additional interconnect at Ruby pipeline.				false
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		4192						LN		455		12		false		              12   numerous wells that are accessed, too many to count or				false
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		4195						LN		455		15		false		              15   opportunities through that gas supply network to even				false

		4196						LN		455		16		false		              16   spread the diversity of supply to further reaches and				false
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		4201						LN		455		21		false		              21             The company has not really thoroughly analyzed				false

		4202						LN		455		22		false		              22   through evidence what it could do to respond to				false

		4203						LN		455		23		false		              23   shortfall situations through the use of this extensive				false
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		4209						LN		456		3		false		               3   connection and upgrading Eagle mountain and Saratoga.				false
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		4212						LN		456		6		false		               6   was in when it incurred its problems in Tucson.				false
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		4221						LN		456		15		false		              15             In light of the state of the record and the				false

		4222						LN		456		16		false		              16   evidence in this case, we feel that they have failed to				false

		4223						LN		456		17		false		              17   meet their burden of proof to demonstrate that the LNG				false

		4224						LN		456		18		false		              18   facility is necessary, and that there has been a history				false

		4225						LN		456		19		false		              19   of working through the challenges of gas supply				false

		4226						LN		456		20		false		              20   shortfall that are -- that demonstrates they have the				false

		4227						LN		456		21		false		              21   ability to secure their system, secure gas supply, and				false

		4228						LN		456		22		false		              22   not unduly threaten the service that they provide to the				false

		4229						LN		456		23		false		              23   public.  And we would submit it on that basis.				false
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		4235						LN		457		3		false		               3             COMMISSIONER WHITE:  No questions.  Thank you.				false
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		4254						LN		457		22		false		              22   matter under advisement and issue a written order, and				false

		4255						LN		457		23		false		              23   we're adjourned.  Thank you.				false
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               1   October 2, 2018                              9:02 a.m.



               2                     P R O C E E D I N G S



               3             CHAIRMAN LEVAR:  Okay.  Good morning.  We're



               4   here for the second day of the Public Service Commission



               5   hearing in Docket 18-57-3, Request of Dominion Energy



               6   Utah for Approval of a Voluntary Resource Decision to



               7   Construct an LNG facility.



               8             And we will continue with any redirect from



               9   the Office of Consumer Services of their witness



              10   Mr. Mierzwa.  You are still under oath from yesterday.



              11   So Mr. Snarr.



              12                        JEROME MIERZWA,



              13   was recalled as a witness, and having been previously



              14   duly sworn to tell the truth, testified as follows:



              15                     REDIRECT EXAMINATION



              16   BY MR. SNARR:



              17        Q.   Thank you.  Mr. Mierzwa, yesterday you had



              18   some discussions with counsel for Dominion about gas



              19   supplies, and we were talking about on-system supplies



              20   and off-system supplies.  What is your understanding



              21   about the gas supplies that are accessed by Dominion to



              22   serve their, their needs?  Where are they located?



              23        A.   They are all located off system additionally.



              24        Q.   Okay.  Thank you.  Let me refer you now to the



              25   tech conference presentation.  I believe that was
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               1   presented yesterday as Dominion Exhibit No. 12.  Do you



               2   have a copy of that in front of you, Mr. Mierzwa?  I'm



               3   not sure if that has 12 on it.



               4        A.   Yes, it does.



               5        Q.   Okay.  And I'd like you to turn to page 12 of



               6   that presentation.  Do you have that in front of you?



               7        A.   I do.



               8        Q.   With respect to slide 12, is -- what is your



               9   understanding of what is portrayed there in that graph?



              10        A.   This graph shows the company's sources of gas



              11   supply that they would be using on a design day.  It's



              12   sometimes, I guess, been referred to as a supply stack.



              13        Q.   And this specifically is labeled 2018, 2019



              14   sources for peak day.  Is that correct?



              15        A.   That's correct.



              16        Q.   Now, you have reviewed the testimony in this



              17   proceeding and are aware of the proposal to build and



              18   have an LNG facility available.  What's your



              19   understanding about the use of that LNG facility as it



              20   relates to gas supplies in this peak day supply stack?



              21        A.   The LNG facility would not be included in the



              22   supply stack.  It would be a backup source of supply.



              23        Q.   And that's notwithstanding peak shaving or gas



              24   reliability or whatever labels you put on it?



              25        A.   I'm sorry.  I didn't --
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               1        Q.   Never mind.  I'll withdraw that question.



               2   Focusing right now on spot gas, peaking purchases and



               3   base load purchases, did you participate in discovery



               4   efforts on behalf of the Office of Consumer Services to



               5   find out more about the sources of these purchased gas



               6   supplies?



               7        A.   Yes, I did.



               8        Q.   And I'd like to now direct you to exhibits



               9   that were attached to your direct testimony.  And I



              10   think there is several that are part of what is



              11   denominated Exhibit No. 2.1, but specifically I'd like



              12   to direct your attention in that package of materials to



              13   an item labeled OCS data request.  Well, it's a response



              14   to OCS data request No. 2.02.  Do you have that in front



              15   of you?



              16        A.   Yes, I do.



              17        Q.   And what does it say in that response from the



              18   company as it relates to the sources of gas that are



              19   purchased by the company?



              20        A.   It says that -- well, the question asks for



              21   provide a monthly summary or estimate for the winter of



              22   2018, 2019, identifying the quantity of gas purchased by



              23   the company that flowed through a processing facility.



              24   And the answer is partially conf -- part of the answer



              25   is confidential, but that part that isn't says, "The
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               1   company does not know where gas comes from prior to the



               2   point of purchase from a plant."



               3        Q.   It also indicates that if it's purchased at



               4   the outlet of a plant, it can be assumed that it was



               5   processed there, right?



               6        A.   Yes.  It says that, yes.



               7        Q.   Now, referring to the confidential attachment,



               8   and I don't believe my questions will need to close the



               9   hearing, have you reviewed the various different points



              10   of purchase?  How many -- approximately how many



              11   different places do they purchase gas from that come



              12   into the Questar pipeline?



              13        A.   It looks like about two dozen.



              14        Q.   Okay.  And there's a number of those locations



              15   of purchase that reflect that it's being purchased at



              16   the outlet of a plant; is that correct?



              17        A.   Correct.



              18        Q.   Rough estimate, how many plants are listed



              19   there?



              20        A.   I -- on this list I see four or five.



              21        Q.   Okay.  Thank you.  Now, turning to an exhibit



              22   that we presented yesterday as OCS Hearing Cross Exhibit



              23   No. 6 we submitted into evidence yesterday, this asks



              24   similar questions related to the Wexpro cost of service



              25   gas.  Do you have that document in front of you?
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               1        A.   Yes, I do.



               2        Q.   And could you -- does this list the various



               3   different fields where Wexpro gas comes from?



               4        A.   Yes, it does.



               5        Q.   And in item sub B, does it list the different



               6   plants that are used?



               7        A.   Yes, it does.



               8        Q.   And in item C it lists some pipelines that are



               9   relied upon in bringing that Wexpro gas to Questar;



              10   isn't that right?



              11        A.   Yes, it does.



              12        Q.   Was there a simple question that was asked



              13   about the other pipelines that support the delivery of



              14   gas supplies to Questar Pipeline?



              15        A.   Yes, there was.  It was question OCS 2.06.



              16        Q.   And that's part of your initial Exhibit No.



              17   2.1; isn't that right?



              18        A.   That's correct.



              19        Q.   Now, let's review that for just a minute.



              20   That shows both -- it shows the direction of flow; isn't



              21   that correct?



              22        A.   Yes, it does.



              23        Q.   What are the pipelines listed here that



              24   indicate that DEQP is receiving gas supplies from the



              25   listed pipeline?
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               1        A.   It lists DEQ -- DEQP is receiving gas from



               2   Colorado Interstate Gas Company, Dominion Energy



               3   Overthrust, obviously Kern River, Southern Star Central



               4   Gas pipeline, and White River Hub.



               5        Q.   And what about Northwest pipeline?



               6        A.   I'm sorry.  And Northwest pipeline.



               7        Q.   Okay.  So gas supplies can be received from



               8   any of these pipelines presumably in support of the



               9   purchases being made and delivered into Questar



              10   Pipeline; isn't that right?



              11        A.   That's what the response says, yes.



              12        Q.   Okay.  Now I'd like you to refer to Exhibit



              13   2.02.  This was discussed yesterday by Mr. Pratt, but



              14   it's the map that shows kind of a simplified version of



              15   the Questar Pipeline.  Do you have that in front of you?



              16        A.   Yes, I do.



              17             MR. SABIN:  Sorry.  What was that again,



              18   Counsel?



              19             MR. SNARR:  It's -- it's the map exhibit that



              20   is part of Dominion's Exhibit 2.02 and was discussed



              21   yesterday as part of what was presented here on the



              22   screen.



              23        Q.   (By Mr. Snarr) Looking at that map, can you



              24   just -- it does show principal producing basins there in



              25   gray; is that correct?
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               1        A.   Yes, it does.



               2        Q.   Could you just list those for us so that we



               3   understand all the producing basins that are



               4   interconnected and supplying gas?



               5        A.   On this map it shows the Green River, Skull



               6   Creek, Sand Wash, Piceance, Paradox, and Overthrust.



               7        Q.   And you missed Uintah there, didn't you?



               8        A.   I'm sorry.  And Uintah.



               9        Q.   And just for clarification, it's probably a



              10   secret only known to those who play in the arena here.



              11   It's the Piceance Basin in Colorado.



              12             Now, as you have looked at this system,



              13   what -- this map, what is the light blue line there as



              14   far as this map is portraying?



              15        A.   It shows Northwest Pipeline.



              16        Q.   It shows Northwest Pipeline extending north



              17   going up past Overthrust, and it also shows it going



              18   south past Monticello; is that correct?



              19        A.   That's correct.



              20        Q.   Have you had a chance to look at a map related



              21   to Northwest Pipeline to see the extent of possible



              22   other supply basins that might be reached by Northwest?



              23        A.   Yes.



              24        Q.   And would it be fair to say that they can



              25   access gas supplies in the San Juan basin?



                                                                        306

�













               1        A.   Yes.



               2        Q.   And isn't it also true that Northwest accesses



               3   gas supplies coming in from Canada?



               4        A.   Yes, it does.



               5        Q.   And so what are the benefits of gas supply



               6   diversity as you see it?



               7        A.   Well, if there's something affecting one area



               8   where there's a gas supply disruption, if you are



               9   diversified, it doesn't -- the impact is reduced and



              10   there's other alternatives you can rely on.



              11        Q.   And do those same principles of diversity



              12   apply to possible plant usage and plant outages?



              13        A.   Yes.



              14             MR. SNARR:  Okay.  I have no further



              15   questions.



              16             CHAIRMAN LEVAR:  Okay.  Thank you.  Any



              17   recross?



              18             MR. SABIN:  Just a couple of questions.



              19                      RECROSS-EXAMINATION



              20   BY MR. SABIN:



              21        Q.   Mr. Mierzwa, if you would look at slide 12



              22   with me for a moment on the Exhibit, DEU Exhibit 12, the



              23   technical conference slide deck.



              24        A.   You say supply deck?



              25        Q.   This, this document here.
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               1        A.   All right.



               2        Q.   On a very cold or even a peak demand, a design



               3   peak day, you wouldn't expect there to be a lot of



               4   flexibility in the market on spot purchases, would you?



               5   There wouldn't be a lot of availability, right, because



               6   everybody's wanting to get gas?



               7        A.   I think the market would ration itself out at



               8   price.



               9        Q.   Assuming there was supply, right?



              10        A.   I have never seen -- I have never run across



              11   an instance where somebody couldn't get gas if they are



              12   willing to pay the price.



              13        Q.   Well, it happened down in 2011, didn't it, in



              14   Southwest Gas?



              15        A.   Southwest Gas.  That's --



              16        Q.   No matter how much spot purchase was available



              17   on other pipelines, they couldn't get it because there



              18   just wasn't availability in the area they were on,



              19   right?



              20        A.   They were connected to one pipeline, and the



              21   pipeline failed.



              22        Q.   So is it -- it would be a risky assumption at



              23   the least to rely on the availability of spot purchases



              24   in the event of a design peak day.  Wouldn't you agree



              25   with that?
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               1        A.   Well, the company looks like it's relying on



               2   50 percent of them for half its stack.



               3        Q.   Yeah, but well below the top when you get up



               4   to a design peak day.  They are relying on them.  They



               5   have got Clay Basin and the aquifers before you get to



               6   that kind of demand level, don't you?



               7        A.   Right, but they are purchasing the spot gas on



               8   the design day.



               9        Q.   They are purchasing the gas up to almost 1.2



              10   million, right?



              11        A.   Yes.



              12        Q.   Right?  The design peak day doesn't arrive



              13   until above that; isn't that true?  So isn't the company



              14   reserving Clay Basin and the aquifers as a last -- on



              15   this supply stack, they are not going to use those until



              16   they are maxed out on spot purchase.  Isn't that what



              17   this is saying?



              18        A.   I don't get that they are being maxed out on



              19   spot purchases.  I'm not -- it doesn't say that they



              20   can't use more spot gas.



              21        Q.   Okay.  Let me go back to my original question.



              22   Don't you think that if your supply reliability resource



              23   was just to rely on spot purchases, that that's a very



              24   risky proposal?  Because you are assuming there will be



              25   available spot purchases, and you will -- you are
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               1   assuming you will get them at reasonable prices?



               2        A.   Well, usually companies don't rely a lot on



               3   spot gas.  They call it firm gas.  I don't know why they



               4   are being called spot gas here.  But generally it's firm



               5   gas under firm arrangements --



               6        Q.   So you are talking about --



               7        A.   And priced at -- priced at spot market prices.



               8        Q.   Yeah.  How long does it take to schedule and



               9   receive gas in that process?



              10        A.   It generally takes a day.



              11        Q.   So if you had a problem, you are going to wait



              12   at least a day before that even is an option, right?



              13        A.   No.  Well, you have times during the day to



              14   buy gas.  You also have, you know, the nomination



              15   cycles.  There's -- I forgot, there's four.  There's



              16   five now.  Or there was four.  You don't have to -- you



              17   can buy it later than one day in advance.



              18        Q.   Okay.  So I'm going to ask you a question I



              19   asked you yesterday.  If you are putting yourself in



              20   Tina Faust's shoes, and it's you that gets the call at



              21   three in the morning that there's going to be a problem



              22   with the supply, are you comfortable relying on spot



              23   purchases?



              24        A.   I would have made some other sort of



              25   arrangement.
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               1        Q.   Okay.  I think we all agree.  We would agree



               2   with you on that.  Okay.



               3             Now, Mr. -- or your counsel, Mr. Snarr, asked



               4   you about the sources of the gas.  You were here



               5   yesterday for Ms. Faust's testimony and you heard her



               6   say, "I think that the company's entered into long-term



               7   contracts and some short-term contracts to buy gas



               8   mostly in Utah and Wyoming."  Do we agree with that?



               9        A.   I don't -- I don't recall that testimony.



              10        Q.   Okay.  Well, are you willing to accept that



              11   subject to check, that that's where the gas comes from?



              12        A.   Subject to check, yes.



              13        Q.   Okay.  Have you checked to see whether there's



              14   even any available supply on the Northwest Pipeline



              15   that's available to -- for the company to take?  Do you



              16   even know whether that exists?



              17        A.   I assume that there's gas available on a



              18   pipeline.



              19        Q.   Do you know whether there's gas available for



              20   the company to purchase on that pipeline?



              21        A.   I have not conducted an analysis to see if



              22   there are -- there are suppliers available, but I assume



              23   that, just like any other pipeline, there's spot



              24   markets, and if you pay the price, you get the gas.



              25        Q.   I'd like you to look at this Exhibit OCS -- I
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               1   don't know.  I don't remember what exhibit it was.  2.1,



               2   excuse me.  2.1 to your direct testimony, I believe it



               3   is.  You were asked about this.  It's a data request.



               4             MR. SNARR:  Is that 2.06 in terms of the data



               5   request response?



               6             MR. SABIN:  Yes.



               7             MR. SNARR:  Thank you.



               8        A.   I have it.



               9        Q.   (By Mr. Sabin)  The actual question there is



              10   to please identify the interstate pipeline on which DEQP



              11   is interconnected, and then it says, "Please explain



              12   whether DEQP receives and delivers gas to each



              13   interstate pipeline during the winter season."



              14             These are pipelines that may deliver gas into



              15   DEQP, but that doesn't mean those are pipelines where



              16   the company gets gas from these pipelines; isn't that



              17   right?  Just because these pipelines have gas that goes



              18   into DEQP doesn't mean that DEU buys gas or gets gas



              19   from these pipelines?



              20        A.   No.  That does not mean that DEU buys gas on



              21   these pipelines, but I don't see any reason why they



              22   couldn't.



              23        Q.   Well, again, have you gone and looked at any



              24   of these pipelines and the availability of supply on



              25   those pipelines over the years?
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               1        A.   Well, it's my opinion -- it's my experience



               2   that gas is a competitive commodity, and if you are



               3   going to pay the price, you are going to get the gas.



               4        Q.   Right.  And we're assuming on a supply -- on a



               5   design peak day, again, that this supply would be



               6   available.  And if you are going to go -- you are going



               7   to go buy -- you are suggesting that reliability ought



               8   to rely on pipelines that are even further distant than



               9   the supply sources that the company is relying on?



              10        A.   I am sorry.  Could you repeat that.  I lost



              11   your --



              12        Q.   Would you agree with me that these other



              13   pipelines that deliver gas here that you are talking



              14   about, that the company is talking about in its



              15   response, they are not closer to the company's demand



              16   center; they are further away?



              17        A.   Yes.  They are further away, but that



              18   shouldn't be a -- something that stops the company from



              19   buying the gas.



              20        Q.   You don't think that the risk of supply



              21   interruptions is greater the more distance and the more



              22   impediments you potentially have between you and the gas



              23   supply?



              24        A.   Technically yes, but you have got a lot of



              25   companies on the East Coast that buy gas, that used to
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               1   buy all their gas in the Gulf Coast, and gas traveled



               2   thousands and thousands of miles.



               3        Q.   And I guess the point there is, they used to?



               4   Right?



               5        A.   Right.  They don't any --



               6        Q.   Now they have underground storage and LNG



               7   plants and --



               8        A.   No.  They have Marcellus shale gas



               9   in western --



              10        Q.   And Marcellus.  They have Marcellus too.  But



              11   the majority of the LNG plants we looked at yesterday



              12   are located up in the northwest United States; isn't



              13   that right?



              14        A.   In capacity-constrained areas.  That's why



              15   they have LNG for capacity.



              16        Q.   Okay.  In any event, you would have to, for



              17   this proposal that you are talking about or this



              18   discussion you have had with your counsel, you would



              19   have to enter into long-term gas supply contracts,



              20   right?  Or you would suggest that, I think is what you



              21   were saying.



              22        A.   Well, I -- no, not long -- long-term in the



              23   industry means long -- generally for gas supply means



              24   longer than one year.  Generally there -- companies



              25   usually enter into seasonal supplies, winter months.



                                                                        314

�













               1        Q.   So are you talking --



               2        A.   Five winter months.



               3        Q.   What duration of contract are you talking



               4   about?  Are you talking about an interday contract?  Are



               5   you talking about a monthly con -- what kind of contract



               6   are you talking about?



               7        A.   A typical gas purchase contract or that would



               8   be applicable or would be in effect for the winter



               9   season.



              10        Q.   Okay.  So you are talking a seasonal gas



              11   supply contract.  Okay.  Right, and the company already



              12   assessed that, did it not, in its Option 1 of its



              13   analysis?  It already went out and said, "We could do



              14   this, and here is the cost associated with it.  Here is



              15   how much extra capacity you would have to purchase, and



              16   here is all the details."  Isn't that what the company



              17   did in Option 1?



              18        A.   That was part of Option 1.



              19             MR. SABIN:  Okay.  I don't think I have any



              20   further questions.



              21             CHAIRMAN LEVAR:  Okay.  Thank you.  Did you



              22   want to do any more?



              23             MR. SNARR:  Just one question that has been



              24   raised that needs to be addressed.



              25             CHAIRMAN LEVAR:  Okay.  Thank you.  Go ahead.
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               1                     REDIRECT EXAMINATION



               2   BY MR. SNARR:



               3        Q.   Mr. Mierzwa, I'd like to direct your attention



               4   back to your Exhibit 2.1, and within that exhibit the



               5   response to OCS data request 2.02.  Do you have that in



               6   terms of the basic response provided by the company?



               7   2.02, the written response provided by the company.



               8        A.   Two point -- OCS 2.02?



               9        Q.   Yes.



              10        A.   Yes, I have it.



              11        Q.   And there's an answer there that's provided by



              12   Dominion.  Could you just read the second sentence of



              13   that answer?



              14        A.   "The company does not know where the gas comes



              15   from prior to the point of purchase."



              16             MR. SNARR:  Thank you.  I have no further



              17   questions.



              18             CHAIRMAN LEVAR:  Thank you.  Commissioner



              19   Clark, do you have any questions for Mr. Mierzwa?



              20             COMMISSIONER CLARK:  No questions.  Thank you.



              21             CHAIRMAN LEVAR:  Commissioner White?



              22             COMMISSIONER WHITE:  No questions.  Thank you.



              23             CHAIRMAN LEVAR:  I don't have anything



              24   further.  Thank you for your testimony yesterday and



              25   this morning.
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               1             MR. SNARR:  May Mr. Mierzwa be excused now?



               2             CHAIRMAN LEVAR:  I'll just ask if any party or



               3   commissioner in the room has any reason not to excuse



               4   him.  I am not seeing any, so he is excused.  Thank you.



               5   And I think we had discussed at this point going to the



               6   Magnum witnesses.  Mr. Dodge.



               7             MR. DODGE:  Yes.  Thank you, Mr. Chairman.



               8   Thank you and the parties for allowing us to go out of



               9   order.  Magnum would like to call Kevin Holder.



              10             COURT REPORTER:  And you are going to be



              11   facing away from me, sir, so if you could be sure you



              12   are talking right into your mic.



              13             THE WITNESS:  You bet.



              14             CHAIRMAN LEVAR:  Do you swear to tell the



              15   truth?



              16             THE WITNESS:  I do.



              17             CHAIRMAN LEVAR:  Thank you.



              18                         KEVIN HOLDER,



              19   was called as a witness, and having been first duly



              20   sworn to tell the truth, testified as follows:



              21                      DIRECT EXAMINATION



              22   BY MR. DODGE:



              23        Q.   Mr. Holder, can you state your name and your



              24   business address?



              25        A.   My name is Kevin Holder.  My business address
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               1   is 3165 East Millrock Drive, Suite 330, Holladay, Utah.



               2        Q.   By whom are you employed and in what capacity?



               3        A.   I am the executive vice president of Magnum



               4   Energy Midstream Holdings, a subsidiary of Magnum



               5   Development.



               6        Q.   Can you give a brief description of your



               7   educational background.



               8        A.   I hold a Master's of Business Administration



               9   degree from the Meinders School of Business at Oklahoma



              10   City University and a Bachelor of Science in business



              11   administration from Louisiana State University.  Go



              12   tigers.



              13        Q.   And can you give a brief description of your



              14   professional experience.



              15        A.   More than 30 years of my professional career



              16   has been in gas midstream space.  Prior to joining



              17   Magnum in 2015, I was the principal and general manager



              18   of SRV Energy Advisors, an advisory research and



              19   consulting firm focused primarily on investment



              20   opportunities in the energy space.



              21             Before that I was senior vice president, chief



              22   commercial officer of Cardinal Gas Storage Partners



              23   where I headed all commercial activities including



              24   marketing, business development, asset optimization,



              25   contract administration, commercial regulatory affairs
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               1   and more.



               2             I served in various senior management roles



               3   with Enabled Midstream Partners, formerly known as



               4   CenterPoint Energy Pipeline and Field Services from 1992



               5   to 2008, including accounting, regulatory affairs,



               6   operations and marketing, business development for



               7   natural gas gathering, processing, transportation,



               8   storage of natural gas and natural gas liquids.



               9             From 1986 through 1991 I was a senior rate and



              10   regulatory analyst for CenterPoint Energy, a multiple --



              11   a multi-state electric and natural gas utility.



              12        Q.   Mr. Holden, in this docket did you prepare and



              13   have filed your direct testimony marked as Magnum



              14   Exhibit 1.0, along with exhibits to that document, and



              15   surrebuttal testimony marked as Magnum Exhibit 1.0 SR?



              16        A.   Yes, I did.



              17        Q.   And do you adopt that as your testimony here



              18   today?



              19        A.   Yes, I do.



              20        Q.   I should have asked, do you have any



              21   corrections to it first?



              22        A.   I do not.



              23        Q.   Thank you.



              24             MR. DODGE:  I would move the admission of



              25   Magnum Exhibits 1.0, as well as the exhibits to that,
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               1   and 1.0 SR.



               2             CHAIRMAN LEVAR:  If any party objects to that



               3   motion, please indicate to me.  I am not seeing any



               4   objection, so the motion is granted.



               5             MR. DODGE:  Thank you.



               6        Q.   (By Mr. Dodge) Mr. Holder, do you have a brief



               7   summary of your testimony?



               8        A.   I do.



               9        Q.   Please proceed.



              10        A.   Thank you.  For the record, I will refer



              11   throughout my statement to Magnum Energy Midstream and



              12   Magnum Development collectively as Magnum.



              13             Magnum's purpose for testifying today is



              14   twofold.  First, Magnum agrees that utilities and LDCs



              15   such as DEU absolutely must address both natural gas



              16   supply reliability risk, as well as intraday peak hour



              17   supply risk.  Increasing demands on natural gas



              18   resources and infrastructure, as well as the



              19   proliferation of intermittent renewable resources



              20   require utilities to confront these concerns and risks.



              21             Secondly, Magnum is testifying today because



              22   its natural gas storage project was among the options



              23   considered by DEU for responding to those risks, and



              24   Magnum's project was addressed at length in testimony



              25   and exhibits in this docket.
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               1             Magnum initially intended to remain an



               2   interested but neutral party in this proceeding.  We did



               3   not decide to intervene and file testimony until we



               4   determined the relative cost, risk and benefits of the



               5   Magnum project had been inaccurately characterized on



               6   the record before the commission.



               7             In particular, Magnum concluded that the



               8   public record presented an apples-to-oranges comparison



               9   to the Magnum project in comparison to other options.



              10   My testimony is intended to clarify the public record



              11   and to present clear apples-to-apples comparisons



              12   between Magnum's storage project and comparable LNG



              13   options.



              14             Magnum operates the only proven or developed



              15   salt dome storage resource in the western United States.



              16   This remarkable domal salt resource, rare outside the



              17   Gulf Coast, offers high deliverability multi-cycle



              18   storage with proven reliability.  Its flexibility,



              19   including the number of available turns or yearly



              20   circles, far exceeds that of traditional storage



              21   reservoirs or LNG facilities.



              22             It will be available year-round, offering



              23   multiple days of supply reliability and/or peaking as



              24   needed, as well as expeditious injectability for



              25   recharging of the caverns.  I discussed Magnum's project
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               1   in more detail in my prefiled direct testimony as well



               2   as my prefiled surrebuttal testimony in this docket.



               3             Magnum offers economic -- economical,



               4   all-inclusive, safe, reliable on-system options that



               5   will resolve both supply reliability and peak hour



               6   concerns.  Magnum's proposal to DEU would allow for



               7   capacity necessary to effectuate these services proposed



               8   and would deliver quantities of gas needed for supply



               9   reliability and/or peak hour demands at a cost that will



              10   save rate payers millions of dollars every year compared



              11   to LNG options.



              12             Mr. Mendenhall stated in his opening statement



              13   that the numbers that make up Magnum's proposal do not



              14   add up.  Magnum's response to that is, you simply can't



              15   apply utility cost of service and rate-making logic to



              16   third party commercial decisions.  These costs are



              17   further detailed in my prefiled and surrebuttal



              18   testimony.



              19             The Magnum facilities will allow DEU to adjust



              20   deliverability and peak hour requirements as need for



              21   day-to-day operational means, in response to supply



              22   reliability and/or peak hour demands.  Magnum offers



              23   significant flexibility in terms of scope and design of



              24   the facilities, including options for DEU to participate



              25   as an equity partner.
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               1             Magnum's project is shovel ready, with all the



               2   necessary regulatory approvals in hand, other than some



               3   additional permitting necessary to extend the pipeline



               4   beyond Goshen, and could be operational within 36 months



               5   following execution of definitive agreements.



               6             At DEU's request, Magnum has responded to



               7   several specific proposals.  It's had numerous other



               8   follow-up discussions.  Magnum offers DEU significant



               9   optionality, given the flexibility of its high



              10   deliverability multi-cycle salt cavern storage.



              11             In response to specific requests from DEU,



              12   Magnum's very specific proposals addressed both DEU



              13   system supply reliability concerns and its peak hour



              14   concerns.  In general, DEU's testimony in this document



              15   compares Magnum's proposals for addressing both supply



              16   reliability and peak hour issues with an LNG proposal



              17   that is designed to address only supply reliability



              18   concerns.



              19             As you will see in my prefiled direct



              20   testimony, when properly compared on an apples-to-apples



              21   basis, the options offered by Magnum compare very



              22   favorably to any LNG option.  Furthermore, Magnum has



              23   developed the only proven, commercially viable salt



              24   storage option in the western United States, with



              25   caverns already in service, ahead of schedule and under
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               1   budget.



               2             These caverns of natural gas liquid storage



               3   are very similar to natural gas storage caverns and have



               4   already been constructed or are in service,



               5   significantly de-risking and shortening the time



               6   necessary to develop future caverns for natural gas



               7   storage.



               8             Magnum's ability to design, construct, own and



               9   operate salt storage energy infrastructure cannot be



              10   reasonably questioned.  Moreover, construction and



              11   operation of the other equipment required for natural



              12   gas storage is relatively simple.  Compression equipment



              13   and a pipeline header, both of which utilize standard,



              14   well understood and easily operated equipment.



              15             Magnum's affiliates, owners, employees and



              16   consultants have more than adequate experience to -- and



              17   expertise to construct and operate storage and pipeline



              18   facilities.



              19             Mr. Gill stated in his opening statement that



              20   Magnum has not provided any engineering studies to



              21   support its proposal.  That does not mean these studies



              22   don't exist.  They do.  As Magnum stated in -- as Magnum



              23   stated in its data responses to DEU, due to ongoing



              24   negotiations with potential shippers, the scope and



              25   design of the header and the storage caverns is being
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               1   finalized.



               2             As is industry standard, this highly



               3   proprietary and confidential information will be made



               4   available to DEU as appropriate when a definitive



               5   agreement is executed.



               6             Additionally, I would like to make a couple of



               7   points of clarification.  Several times in my statement



               8   and prefiled testimony I refer to the Magnum project as



               9   being shovel ready and as being an on-system option or



              10   service.  I would like to explain what specifically I



              11   mean by this.  Let me discuss shovel ready first.



              12             Magnum currently holds a FERC 7C certificate



              13   that approves the construction, operation and



              14   maintenance of all pertinent facilities necessary to



              15   construct the Magnum project for Magnum storage



              16   facilities to the Goshen hub.



              17             Basically, this certificate allows Magnum --



              18   basically this certificate allows Magnum to proceed with



              19   construction of its project immediately at a time of



              20   Magnum's choosing, including but not limited to the



              21   purchase of rights-of-way, the mobilizations necessary



              22   to construct the storage caverns to store natural gas



              23   supply, the associated compression needed for injection



              24   and withdrawals, and the associated piping and header



              25   facility necessary to transport natural gas to receipt



                                                                        325

�













               1   delivery points downstream.



               2             In fact, Magnum has already begun many of the



               3   steps necessary to place these services -- to place



               4   these facilities into service, including the negotiation



               5   and purchasing of rights of way.  That, by any



               6   definition, is shovel ready.



               7             I also explain in my prefiled testimony that



               8   in March 2018 DEU requested for the first time that



               9   Magnum provide a proposal for system supply and peaking



              10   gas to be delivered further downstream from Goshen.  I



              11   explained that to the -- that to extend Magnum's header



              12   beyond the Goshen hub, as recently requested, will



              13   require an additional FERC regulatory approval, which



              14   may be accomplished via either Magnum's existing FERC



              15   blanket certificate, an amendment to its existing FERC



              16   7C certificate, a new FERC filing or other regulatory



              17   options.



              18             Logically, the ultimate determining factor for



              19   extending its pipeline heading would be based upon DEU's



              20   final determination of services required, as agreed to



              21   by Magnum and DEU in a definitive agreement.



              22             Secondly, I would like to address the meaning



              23   of on-system as it pertains to Magnum's option for DEU.



              24   The proposed DEU Magnum interconnect will allow



              25   DEU-owned natural gas supplies to be delivered directly
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               1   into the DEU gas distribution system on a no-notice



               2   basis with gas controlled at the interconnect under the



               3   direct supervision of DEU gas control.



               4             DEU will not have to wait for natural gas to



               5   travel 80 to a hundred miles before the supply will be



               6   available for service.  Based on pipeline size, design,



               7   pressure and line pack, the on-system natural gas supply



               8   proposed by Magnum is a no-notice service that will be



               9   available instantaneously, whenever DEU requires the



              10   supply, subject to the terms of a service agreement and



              11   at a pressure necessary to effectuate the delivery of



              12   the service for which DEU has contracted.



              13             More importantly, DEU gas control can have



              14   primary flow control at the Magnum DEU interconnect and



              15   can call on the supply at any time it is contracted for



              16   outside of the normal NAESB nomination cycles without



              17   prior notice to Magnum.  Said another way, this is true



              18   instantaneous, no-notice service, unlike any other



              19   option offered by other interstate pipelines or storage



              20   providers.



              21             My testimony explains that whether the supply



              22   is physically located one mile or 100 miles away, if the



              23   pressure necessary to maintain the flow is accomplished,



              24   distance to the supply source for operational reasons is



              25   irrelevant.  That distance, however, is extremely
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               1   relevant with regards to the safe storage of natural gas



               2   supplies, given Magnum's distance from the Salt Lake



               3   City valley and the Wasatch Fault.



               4             With this in mind, the Magnum gas storage



               5   facility will serve the precise function as an on-system



               6   resource.  It will involve a direct interconnection with



               7   DEU's distribution system that will give DEU direct



               8   control over its natural gas supply.



               9             To challenge Magnum's project as anything but



              10   an on-system option is to make the distinction between



              11   on and off-system resources meaningless.  Stated another



              12   way, DEU's definition of on-system is anything that they



              13   own and control, thereby wiping out all other options.



              14             Speaking of the 100 mile pipeline, DEU



              15   believes that a pipeline that is 100 miles in length



              16   somehow poses an unacceptable risk to reliability.



              17   That's an interesting position to take being that DEU



              18   and its affiliate DEQP own and operate over 30,000 miles



              19   of natural gas pipelines, according to the DEQP's 2018



              20   customer meeting presentation slide 31.



              21             Finally, Magnum would like to address the RFP



              22   process.  Magnum believes an additional RFP process



              23   would be prudent and extremely valuable as it would



              24   allow for more thorough understanding of exactly what



              25   DEU requirements are from third party options.
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               1             Magnum has provided, at DEU's request,



               2   proposal after proposal with extremely limited feedback



               3   in return.  Magnum believes a more formal process



               4   whereby DEU states specifically what its requirements



               5   are to meet supply reliability would allow for further



               6   clarification.



               7             Examples of these requirements could be, but



               8   not limited to, more exact pressure information, more



               9   exact location for an interconnection, more exact design



              10   specifications with regards to an interconnect, as well



              11   as more exact gas supply requirements.



              12             In closing, Magnum maintains a very positive



              13   relationship with DEU and would love an opportunity to



              14   work with DEU and its customers and regulators to



              15   develop a timely, cost effective, safe and reliable,



              16   high deliverability, multi-cycle salt cavern storage



              17   facility, along with associated storage and no-notice



              18   services to resolve DEU's supply reliability and/or peak



              19   hour requirements.



              20             We appreciate this opportunity to better



              21   explain the nature and cost of the services that Magnum



              22   can provide.  Thank you.



              23             MR. DODGE:  Mr. Holder is available for



              24   cross-examination.



              25             CHAIRMAN LEVAR:  Thank you.  Any questions
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               1   from Utah Association of Energy Users?



               2             MR. RUSSELL:  Thank you, Mr. Chairman.  Not



               3   this morning, thanks.



               4             CHAIRMAN LEVAR:  Okay.  Thank you.  Mr. Snarr,



               5   any questions from the Office of Consumer Services?



               6             MR. SNARR:  No questions.



               7             CHAIRMAN LEVAR:  Mr. Jetter from Division of



               8   Public Utilities?



               9             MR. JETTER:  I have no questions.  Thank you.



              10             CHAIRMAN LEVAR:  Okay.  Mr. Sabin or



              11   Ms. Clark?



              12             MR. SABIN:  Can I ask for just one minute?  I



              13   just -- I don't know that we have any, but I want to



              14   just verify with the client that we don't need to ask



              15   any questions.



              16             CHAIRMAN LEVAR:  Sure.  Do you need enough



              17   time to take a recess, or should we just all sit here



              18   for a minute?



              19             MR. SABIN:  Maybe -- well -- maybe five



              20   minutes.  Could we have five minutes, and hopefully that



              21   will save us a bunch of time.  We won't need to go into



              22   a bunch.



              23             CHAIRMAN LEVAR:  Okay.  We'll take a five



              24   minute recess.



              25             (Recess from 9:43 a.m. to 9:51 a.m.)
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               1             CHAIRMAN LEVAR:  Okay.  I think we're ready to



               2   go back on the record.  So any cross-examination from



               3   Dominion?



               4             MR. SABIN:  We just have a very few brief



               5   questions.



               6                       CROSS-EXAMINATION



               7   BY MR. SABIN:



               8        Q.   Mr. Holder, thanks for being here.  I want to



               9   just talk with you -- I appreciated your opening



              10   statement.  You have now seen what the company has done



              11   as far as the -- how broadly it cast its net with regard



              12   to options.



              13             Do you think, or do you agree with DEU that



              14   it's -- the mix of options that it has considered in the



              15   process of its analysis; in other words, you know, it



              16   looked at demand response.  It looked at off-system,



              17   third party supply.  It looked at, you know, Magnum and



              18   LNG at other options.



              19             Are you aware of any other option that you



              20   would think the company should have considered that



              21   isn't in the mix?  The type of option, I mean.



              22        A.   Not specifically, no.



              23        Q.   Okay.  I wanted to just talk about, as I



              24   understand your proposal to the company as it relates to



              25   control or ownership, I take -- I understand that Magnum
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               1   is not offering the company control of the storage



               2   facility itself.  Is that accurate?



               3        A.   That is correct.



               4        Q.   And it also wouldn't have any control over the



               5   stretch of pipe from the storage facility to the Goshen



               6   junction, right?



               7        A.   Correct.



               8        Q.   Okay.



               9        A.   But ownership.



              10        Q.   What's that?



              11        A.   But ownership in.



              12        Q.   Ownership in what?



              13        A.   Storage caverns, portions of the pipeline that



              14   would deliver that gas to the preferred point in the



              15   Salt Lake City valley.



              16        Q.   Well, I just -- and I just want to be clear.



              17   My point is, the company is not going to own and control



              18   the storage facility, right?



              19        A.   It will -- we have proposed in discussions



              20   that DEU could explore with Magnum in the ownership of a



              21   storage cavern.



              22        Q.   Right.  But you are not going to give majority



              23   control of your storage facility to the company, right?



              24        A.   That is correct.



              25        Q.   Okay.
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               1        A.   Operational control, that is correct.



               2        Q.   And you are not going to give control to the



               3   company over the stretch of pipe to Goshen, right?



               4        A.   Correct.



               5        Q.   Okay.



               6        A.   And the reason being, are there other shippers



               7   associated with that project that we would need to have



               8   that control.



               9        Q.   And you are going to have to accommodate --



              10        A.   Yes.



              11        Q.   -- for other customers, right?



              12        A.   Yes.



              13        Q.   Okay.  And then I just -- finally, I just want



              14   to -- I think I heard this in your statement.  At least



              15   I wrote down this quote.  There have been discussions,



              16   even significant discussions and extensive discussions



              17   between Magnum and the company for at least almost two



              18   years or two years, thereabouts, by my timeline.  Is



              19   that -- is that right?



              20        A.   Yes.  There have been discussions, but it's



              21   mainly been a request from the company for Magnum to



              22   provide a proposal.  There has been very little feedback



              23   in return.



              24        Q.   I totally understand, and in those discussions



              25   the company actually sent down people to meet with you?
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               1        A.   Correct.



               2        Q.   Including engineers?



               3        A.   Yes.



               4        Q.   To look at your proposal.  They asked you



               5   questions and --



               6        A.   Been very accommodating.



               7             MR. SABIN:  Okay.  I have no further



               8   questions.



               9             CHAIRMAN LEVAR:  Thank you.  Any redirect,



              10   Mr. Dodge?



              11             MR. DODGE:  No, thank you.



              12             CHAIRMAN LEVAR:  Commissioner White, any



              13   questions?



              14             COMMISSIONER WHITE:  I am curious about these



              15   other shippers with potential contracts, I guess.  And



              16   without divulging any kind of confidential proprietary



              17   negotiations, how are those -- how did Magnum determine



              18   to bid into those offers or projects with these other



              19   shippers?



              20             THE WITNESS:  Well, that's interesting.  There



              21   are a number of opportunities out there in association



              22   with activities up and down the interstate pipeline



              23   corridor.  There are opportunities associated with



              24   activities that are taking place in California, Las



              25   Vegas, Phoenix, as well as the publicly announced
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               1   repowering project at the Intermountain Power Plant.



               2             COMMISSIONER WHITE:  And obviously we weren't



               3   privy to the specifics of the RFP process here, but if



               4   you -- walk me through, if you were able to, I guess



               5   write the RFP or the process, what would it look like to



               6   allow a more robust process, I guess, as far as you



               7   know?



               8             THE WITNESS:  Well, yeah, that's -- that's a



               9   good question.  Typically an RFP process that we would



              10   bid into would state numerous details associated with



              11   the project, and those details could include volume



              12   required, where that volume is sourced, where that



              13   volume is delivered, the time frame that they need for



              14   this particular project to be in service.



              15             What are the receipt points?  What are the



              16   delivery points?  Are there numerous receipt delivery



              17   points that need to be discussed?  Background



              18   information associated with the financing of the



              19   projects, financing of any facility that would be



              20   necessary to effectuate this service.



              21             Pressures are extremely critical in



              22   understanding.  Exact locations as to where the gas



              23   needs to be tied into.  What type of service?  Is it



              24   interruptible?  Is it firm?  Is it no notice?  Is it for



              25   supply reliability?  Is it for peak hour demand?
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               1             Commissioner, I could go on and on, but it



               2   gets very, very specific.



               3             COMMISSIONER WHITE:  In your experience, have



               4   you, in your previous life and with other storage



               5   endeavors, have you bid into other RFPs for a similar



               6   type service?  Or is this the first of its kind?



               7             THE WITNESS:  No, absolutely.  We are in the



               8   process right now in other RFPs unrelated to this docket



               9   and have in the past several times.



              10             COMMISSIONER WHITE:  Let me ask you about



              11   these proprietary engineering studies.  If I heard you



              12   correctly, you said you would not be able to provide



              13   those until you actually had a definitive executed



              14   agreement.  Is that typical?  I mean, I guess to me it



              15   seems like how -- I am just wondering out loud how would



              16   Dominion evaluate it before and then sign an agreement.



              17   I guess I am trying to figure out if that makes sense or



              18   not.



              19             THE WITNESS:  Well, it does.  Typically the



              20   way that is done, based on my experience, has been, you



              21   have a negotiation period.  You put together a proposal.



              22   You negotiate back and forth.  If that proposal meets



              23   their threshold or meets whomever's threshold to move



              24   forward, then you move forward with a definitive



              25   agreement in the forms of a precedent agreement or
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               1   preceding agreement.



               2             In that preceding agreement there are several



               3   conditions that can be, excuse me, negotiated into that



               4   agreement.  One of those could be access to this type of



               5   information to verify that what you are agreeing to can



               6   actually be accomplished.



               7             For example, I built a storage facility in



               8   Louisiana that was 20 BCF all for one client, a super



               9   major.  One of the conditions that they negotiated into



              10   the precedent agreement was the ability to bring in



              11   their independent engineering firm to verify what we



              12   were building would actually work.  That's -- that's



              13   where you get into passing along proprietary



              14   information, engineering studies, based on my



              15   experience.



              16             COMMISSIONER WHITE:  Thank you.  I have no



              17   further questions.



              18             CHAIRMAN LEVAR:  Commissioner Clark?



              19             COMMISSIONER CLARK:  Good morning, Mr. Holder.



              20             THE WITNESS:  Good morning.



              21             COMMISSIONER CLARK:  Did Magnum respond to one



              22   or both of the February 2016 RFPs?  And I am referring



              23   to an RFP for peak hour requirements and then the peak



              24   shaving facility related evaluation.  I think you were



              25   involved in one of those.  And would you clarify that
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               1   for me?



               2             THE WITNESS:  Yes.  I'd love to.  And that's a



               3   great question.  And that's -- that's kind of, it's a



               4   perfect opportunity for me to explain how we kind of got



               5   to this apples-oranges comparison.



               6             When we initially looked at those RFPs, if you



               7   go back and look at them, I believe I am correct when I



               8   say this, that both the LNG RFP and the peak hour RFP



               9   were written for the purposes of resolving peak hour



              10   issues, not supply reliability issues.  I believe I am



              11   correct on that.



              12             So when we started the initial discussions and



              13   started working and responding to those RFPs, it was



              14   from that perspective.  And when you build a storage



              15   facility to address peak hour needs, it is a different



              16   design than if it is strictly a supply reliability.



              17             For example, if they need just 150,000 a day



              18   delivered on a 24 hour ratable period over 8, 10, 12, 15



              19   days, that's a different design, when it -- as it



              20   pertains to a cavern, as it pertains to compression, as



              21   it pertains to pipeline size, what have you, than



              22   solving for a peak hour need, which is, they need gas



              23   intraday, over a very short period of time.  So in other



              24   words, it's almost like a micro burst of gas.



              25             So when we initially responded to those RFP
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               1   process that you are referring to, it was for peak hour



               2   needs.  I have not seen an RFP that addresses this



               3   supply reliability issue for which this LNG facility is



               4   being proposed.



               5             COMMISSIONER CLARK:  So you have referred, I



               6   think, to ongoing discussions that you have had with



               7   DEU.  I assume those occurred since the RFP and running



               8   up to now.  If that's true, have those in any detailed



               9   way addressed the supply reliability issue that is the



              10   focus of the application that we have in front of us?



              11   And how does that relate to your recommendation to have



              12   a new RFP focused on supply reliability?



              13             THE WITNESS:  That's an excellent question.  A



              14   perfect example of that would be to read my direct



              15   testimony.  And in there, you will see, based on the



              16   request that we had and the discussions we had with DEU,



              17   we were instructed or discussed with DEU to come up with



              18   a proposal that would address both supply reliability



              19   and peaking needs.



              20             We did that.  However, our supply reliability



              21   portion of that proposal only allowed for five days of



              22   deliverability at 150,000 decatherms a day.  We were not



              23   told that we needed to address eight days or ten days or



              24   what ultimately came out as the number that was filed in



              25   the DEU application.  It was only after the fact that we
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               1   realized, oh, that was the target that we needed to hit.



               2             And so when you look at my testimony, you will



               3   see that we included a revised proposal that addresses



               4   supply reliability only.  But we did not know that until



               5   after the direct testimony was filed by DEU in this



               6   proceeding.  That's the main reason for us intervening



               7   in this docket.



               8             COMMISSIONER CLARK:  And have you had any



               9   formal response to that subsequent proposal?



              10             THE WITNESS:  No.



              11             COMMISSIONER CLARK:  Those are all my



              12   questions.  Thank you.



              13             CHAIRMAN LEVAR:  Okay.  Thank you.  Does the



              14   current status of your proposal with DEU articulate or



              15   contemplate any penalties or fines in the event that



              16   Magnum were unable to deliver under the contract?



              17             THE WITNESS:  That's all subject to



              18   negotiation, of which Magnum would be more than happy to



              19   entertain those discussions.



              20             CHAIRMAN LEVAR:  Okay.  And I -- and just to



              21   clarify, I am not asking you to reveal any confidential



              22   details that might still be in discussions.  But is the



              23   concept of that, is that concept currently part of the



              24   proposal?



              25             THE WITNESS:  No, it is not.
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               1             CHAIRMAN LEVAR:  It is not.  Okay.



               2             THE WITNESS:  But I am very aware that they



               3   have similar provisions in other storage contracts that



               4   are known.



               5             CHAIRMAN LEVAR:  Okay.  Are there any risks



               6   that cold temperatures would impact either injections or



               7   withdrawals into a salt cavern facility?



               8             THE WITNESS:  I think it's fair to say that if



               9   it gets cold enough, the possibility is there.  I think



              10   if it gets cold enough, there's a possibility that it



              11   could impact pretty much anything that's mechanical.  So



              12   I am not going to rule it out as a possibility.  I say



              13   the probability is extremely low.



              14             CHAIRMAN LEVAR:  Would you say lower than a



              15   wellhead?



              16             THE WITNESS:  Yes.



              17             CHAIRMAN LEVAR:  Okay.  Do you have anything



              18   to elaborate on that, on why that would be?



              19             THE WITNESS:  Well, when you think of a



              20   wellhead, when I think of a wellhead, I think of a lot



              21   of fluid and water coming out of that wellhead that



              22   causes freeze-offs.  That's primary -- primarily the



              23   driver of problems that you have with freeze-offs and



              24   production.



              25             We have all the necessary equipment to deal



                                                                        341

�













               1   with that at the central location, as well as these



               2   caverns remain extremely dry.  That's not to say that



               3   there's not liquid in the form of water that has to be



               4   removed at some point, but it's extremely low.



               5             CHAIRMAN LEVAR:  Thank you.  I appreciate



               6   those answers.  Thank you for your testimony this



               7   morning.



               8             THE WITNESS:  Thank you.



               9             CHAIRMAN LEVAR:  Mr. Dodge?



              10             MR. DODGE:  Thank you, Mr. Chairman.  Magnum



              11   would like to call David Schultz.



              12             CHAIRMAN LEVAR:  Good morning, Mr. Schultz.



              13   Do you swear to tell the truth?



              14             THE WITNESS:  Yes, I do.



              15             CHAIRMAN LEVAR:  Thank you.



              16             THE WITNESS:  Thank you.



              17                        DAVID SCHULTZ,



              18   was called as a witness, and having been first duly



              19   sworn to tell the truth, testified as follows:



              20                      DIRECT EXAMINATION



              21   BY MR. DODGE:



              22        Q.   Good morning, Mr. Schultz.  Would you please



              23   state your name and your business address.



              24        A.   My name is David Schultz, and my business



              25   address is 35 Lake Mist Drive, Sugar Land, Texas.
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               1        Q.   And by whom are you employed and in what



               2   capacity?



               3        A.   I am an independent consultant contracted by



               4   Magnum Energy Midstream Holdings, regarding the Magnum



               5   storage and pipeline options that -- designed to serve



               6   the needs of Dominion for supply reliability and/or



               7   peaking services.



               8        Q.   Briefly describe your educational background.



               9        A.   I hold a master's degree from San Diego State



              10   University.



              11        Q.   And your professional background?



              12        A.   For more than 35 years my professional career



              13   has been focused in the natural gas and power sectors.



              14   Most pertinent -- my most pertinent experience to this



              15   proceedings includes being senior vice president for LNG



              16   America where we sought to bring LNG as a fuel to marine



              17   and land-based markets in the U.S.



              18             Prior to that, I worked in various senior



              19   management roles for AGL Resources, including the



              20   including the startup of Pivotal LNG where I focused on



              21   bringing LNG from the utilities, LNG plants and from



              22   Pivotal's merchant plans to terrestrial and marine uses.



              23             In that role I was responsible for the



              24   operation of Pivotal's LNG facilities, sales and



              25   marketing, planning, evaluation, design decisions
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               1   regarding possible construction, operation of proposed



               2   LNG facilities of similar size to LDC peaking



               3   facilities.



               4             During my time at AGL and Pivotal I became



               5   intimately familiar with the safety of such LNG



               6   facilities, their capital and operating costs.  This



               7   understanding applies both to new and existing AGL LNG



               8   facilities and Pivotal's merchant LNG facilities.



               9             Prior to that role at AGL Resources, I



              10   developed for AGL an 18 BCF underground salt dome



              11   storage facility known as Golden Triangle Storage near



              12   Beaumont, Texas, on the Spindletop salt dome.  In that



              13   role I became intimately familiar with the design safety



              14   and safety of underground natural gas storage



              15   facilities, including permitting, construction, capital



              16   costs and operating costs.



              17             Prior to that role at AGL, I was responsible



              18   for the development of nearly a 3 billion dollar LNG



              19   import facility in Virginia.  The remainder of my



              20   experience can be found in my prefiled testimony and my



              21   CV attached thereto.



              22        Q.   Thank you.  And did you prepare and arrange



              23   for filing in this docket surrebuttal testimony that has



              24   been marked as Magnum Exhibit 2.0 SR?



              25        A.   Yes, I did.
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               1        Q.   And do you have any corrections to that



               2   prefiled testimony?



               3        A.   No, I don't.



               4        Q.   And do you adopt it here as your testimony?



               5        A.   Yes, I do.



               6        Q.   And do you have a brief summary of your



               7   testimony?



               8        A.   Yes, I do.  Thank you.  The main purpose of my



               9   testimony is to respond to rebuttal testimony of DEU in



              10   this docket that proposes to compare and contrast



              11   underground salt dome storage for natural gas and -- and



              12   a liquefaction of natural gas to make LNG for storage



              13   and vaporization to meet a gas utility's supply



              14   reliability or peak day requirements.



              15             My testimony explains the difference in



              16   capital and operating costs, safety, permitting,



              17   complexity and future issues that LNG facilities --



              18             COURT REPORTER:  Excuse me, sir.  Could you



              19   just read a little bit slower, please.



              20             THE WITNESS:  Oh, I'm sorry.



              21             COURT REPORTER:  Thank you.



              22             THE WITNESS:  I get carried away.



              23        A.   My testimony explains differences in capital



              24   and operating costs, safety, permitting, complexity and



              25   future issues that LNG facilities face as they -- as the
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               1   needs of the owning utility change over time.



               2             Based on my experience in development,



               3   construction and operation of these type -- two types of



               4   facilities, it is my opinion and experience that



               5   underground salt dome storage for natural gas is the



               6   overwhelming preferred option to meet a utility's supply



               7   and/or peak day requirements.



               8             Over time both utilities and pipeline



               9   companies have supported the construction and operation



              10   of underground natural gas storage as a preferred



              11   alternative to LNG peaking facilities.  In fact today in



              12   the US, over 4 TCF, that's trillion cubic feet of



              13   underground working natural gas storage is in service,



              14   versus an estimated about 30 BCF or billion cubic feet



              15   of LNG peaking capacity.



              16             Put another way, LNG resources represent about



              17   1 percent of the underground storage resources.



              18   Underground natural gas storage is clearly the



              19   overwhelming industry choice to meet both supply



              20   reliability and peak day demands, in addition to



              21   offering many services to utilities and pipelines versus



              22   a utility-built LNG facility.



              23             My testimony explains, in comparison to salt



              24   dome storage, LNG facilities involve significantly



              25   greater risk, requiring greater regulatory oversight in
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               1   permitting and operations, are at greater risk of



               2   obsolescence, require more complex operations, have



               3   higher operating and capital costs, and offer less



               4   flexibility.



               5             I would like to make one other observation.



               6   Over time, DEU's position has evolved regarding the



               7   nature of the proposed services the LNG facility will



               8   provide for its customers.  DEU initially proposed a



               9   peak day -- a peak shaving facility as described in its



              10   RFP dated February 26, 19 -- or 2016 entitled liquefied



              11   natural gas, LNG, peak shaving facility evaluation.



              12             Further, in June of this year, as late as June



              13   of this year, Dominion Energy stated in an investment



              14   presentation that the -- that subject to regulatory



              15   approval, it was planning to build an on-system LNG



              16   facility that ensures system reliability during critical



              17   peak need periods for growing customer base, indicating



              18   the plant is intended to meet peak day requirements.



              19             DEU is now characterizing in this docket the



              20   LNG facility as a supply reliability facility.  Although



              21   DEU has continued to evolve its position regarding their



              22   operation of the LNG facility, does not change my



              23   conclusion that in either case the services offered by



              24   Magnum to DEU are far superior to that of DE --  that



              25   DEU can receive from an LNG peak or supply reliability
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               1   LNG facility.  Thank you.



               2             MR. DODGE:  Thanks.  Mr. Schultz is available



               3   for cross.



               4             CHAIRMAN LEVAR:  I am not sure we had his



               5   testimony entered.



               6             MR. DODGE:  I apologize.  Did I not move that?



               7             CHAIRMAN LEVAR:  Unless I forget.



               8             MR. DODGE:  I think I forgot.  I would move



               9   the admission of Mr. Schultz's testimony.



              10             CHAIRMAN LEVAR:  Okay.  If anyone objects,



              11   please indicate to me.  I am not seeing any, so the



              12   motion is granted.



              13             MR. DODGE:  Thank you.



              14             CHAIRMAN LEVAR:  Thank you.  Mr. Russell, any



              15   questions from Utah Association of Energy Users?



              16             MR. RUSSELL:  No questions from UAE.  Thank



              17   you, Mr. Chairman.



              18             CHAIRMAN LEVAR:  Thank you.  Mr. Snarr, any



              19   questions from the office?



              20             MR. SNARR:  No.  No questions.



              21             CHAIRMAN LEVAR:  Thank you.  Mr. Jetter, any



              22   questions?



              23             MR. JETTER:  I have no questions.  Thank you.



              24             CHAIRMAN LEVAR:  Okay.  From Dominion?



              25             MR. SABIN:  Just a couple.
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               1                       CROSS-EXAMINATION



               2   BY MR. SABIN:



               3        Q.   I want to just address permitting



               4   requirements.  You spent a significant amount of time in



               5   your testimony talking about FERC permitting



               6   requirements; is that correct?



               7        A.   Yes.  I spoke to both FERC permitting on LNG



               8   facilities, FERC permitting for underground storage, and



               9   I used that as illustrative of the differences in



              10   permitting requirements between the two.



              11        Q.   Were you aware that the LNG facility is not



              12   going to be a FERC-regulated facility?



              13        A.   Yes, I am.



              14        Q.   Okay.  So those permitting requirements



              15   wouldn't apply?



              16        A.   Those specifically wouldn't apply, but the



              17   differences between the two types of facilities would be



              18   considered by whatever regulator is applying -- or is



              19   reviewing those facilities and should be taken into



              20   consideration.  The same kind of issues, safety,



              21   reliability, obsolescence.  On and on.



              22        Q.   Fair enough.  But the Magnum facility would be



              23   subject to FERC requirements, right?



              24        A.   Correct.



              25        Q.   And the LNG facility would not?
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               1        A.   Correct.



               2        Q.   Okay.  And have you familiarized yourself with



               3   the permitting requirements under Utah State law?



               4        A.   No, I have not.



               5        Q.   Okay.  Have you done any work to determine



               6   whether or not the LNG facility would have a challenge



               7   in complying with whatever permitting requirements



               8   apply?



               9        A.   No, I have not, other than that as prudent



              10   regulators, you would be sure that whatever facility was



              11   built in the state of Utah met safety requirements.  For



              12   example, PHMSA or NFPA 59A or other industry standard



              13   regulatory requirements that would apply to such



              14   facilities.



              15        Q.   And were you here when Mr. Gill testified?



              16        A.   Yes.



              17        Q.   And did you hear his testimony that they



              18   have -- all of those issues were reviewed as part of the



              19   feed study?



              20        A.   I heard that they looked at issues associated



              21   with LNG facilities, including an N minus one kind of



              22   contingency.  I didn't hear things like a N minus one



              23   for a tank or an N minus one for backup power generation



              24   or other resources.  So I did hear his discussion, but



              25   it wasn't extremely detailed in some of those issues.
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               1        Q.   Did you read his testimony?



               2        A.   Yes, I did.



               3        Q.   That included the exhibits?



               4        A.   I read his rebuttal testimony.



               5        Q.   His rebuttal testimony.  You didn't read his



               6   direct testimony or review any of the engineering



               7   conclusions or any engineering documentation?



               8        A.   No, I did not.



               9        Q.   Okay.  And it's N plus one, right, not N minus



              10   one?



              11        A.   Yeah, N plus one.



              12        Q.   Yeah, okay.  On that front, so Mr. Gill has



              13   testified in his direct testimony and has provided that



              14   information demonstrating that he's met with regulators,



              15   and there's not been any concerns raised to this point.



              16   Do you have any basis to contest that that's not true?



              17        A.   No.



              18        Q.   Okay.  Do you also -- you also read



              19   Mr. Paskett's testimony, I take it?



              20        A.   I read his rebuttal testimony.



              21        Q.   Okay.  Did you -- have you done any analysis



              22   to look at the growth rate of LNG facilities in the



              23   United States in the last 10 years?



              24        A.   As participating in LNG issues in the United



              25   States over the last 10 years, I have been intimately
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               1   familiar with the issues associated with the growth of



               2   the LNG industry in the U.S.



               3        Q.   So if you are right, why is the growth rate of



               4   LNG facilities 19, almost 20 percent in the last 10



               5   years?



               6        A.   I think when you look at the analysis that was



               7   done, and you consider the types of LNG facilities, in



               8   particular, liquefaction facilities that have been



               9   constructed in that time horizon, you will find that a



              10   large number of those -- or several of those facilities,



              11   I should say, are, for example, export facilities that



              12   are extremely large that have unique characteristics,



              13   BCF's of gas coming in and liquefying.



              14             Cheniere, Freeport, others along the Gulf



              15   Coast and elsewhere have looked at installing immense



              16   amounts of liquefaction capacity.



              17        Q.   And have you actually done --



              18        A.   What -- I'm sorry.  If I could finish.  In



              19   addition to that, there's been a number of merchant



              20   facilities built not to serve utility requirements at



              21   all that I think are in that number.  For example,



              22   Stabilis built a facility near George West, Texas.



              23   Applied built a facility near Dallas.  AGL Resources has



              24   built a facility in Jacksonville to serve the marine



              25   market.  Another facility in Jacksonville is under
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               1   construction, another one in south Florida.



               2             So there's a lot of facilities in that number



               3   that have been built but not for utility operations.



               4        Q.   And have you actually done any analysis, or



               5   are you just kind of shooting from the hip on that?



               6        A.   It's from my experience being in the LNG



               7   industry for 10 or 15 years.



               8        Q.   But you haven't actually looked at the



               9   increase from 2008 to now to identify which facilities



              10   are utility and which are not?



              11        A.   Other than being intimately familiar with the



              12   growth of the industry over the last 10 years.



              13        Q.   Okay.  I want to talk about safety.



              14        A.   Uh-huh.



              15        Q.   You -- you indicate that you think that the



              16   LNG facility is less safe than supply delivered in the



              17   manner that Magnum is proposing.  Did you read



              18   Mr. Paskett's testimony with regard to the number of



              19   incidents at LNG facilities in the past 20 years?



              20        A.   I have read Mr. Paskett's rebuttal testimony.



              21        Q.   Then you would know that he talks about that



              22   there was only one incident in that entire time at any



              23   LNG facility.



              24        A.   Yes.  I saw that, and I made a comparison to



              25   interstate pipelines or transmission lines or pipelines
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               1   having a great deal more.  As I understand that a US



               2   natural gas market, there's something in the order of



               3   nearly 30 TCF trillion cubic feet of gas that move on



               4   pipeline, an enormous amount.  There's 30 BCF that could



               5   move in and out of LNG storage.



               6             So if you do on an adjusted basis per volume,



               7   the risks of someone being hurt in the pipeline system



               8   per unit of L -- per unit of gas is much lower for



               9   pipelines than it is for an LNG facility.



              10        Q.   I am just wondering how you can say that where



              11   there's only been one incident.  I mean how can you say



              12   it's less safe where there's only been one thing happen



              13   in 20 years?



              14        A.   There's -- again, it's on a per-unit basis



              15   so --



              16        Q.   Okay.



              17        A.   -- when you look at it on a per-unit basis, if



              18   you divide one by 30 BCF and you divide -- times the



              19   number of years that you want to look at over the



              20   horizon, and you divide 90 or whatever the number was



              21   times 30 TCF over the time horizon, the per unit



              22   incidence is much lower for pipelines than it is for



              23   LNG.



              24        Q.   But in both cases we're talking about really



              25   small decimal numbers, aren't we?
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               1        A.   Yes.



               2        Q.   Okay.  All right.



               3        A.   And in fact, both facilities, if built to



               4   extreme standards, can be equally safe.



               5        Q.   Okay.  And then the last thing I want to talk



               6   with you about is, I just want to make sure you



               7   understand -- did you look at the location where this is



               8   being proposed to be built, the LNG facility?



               9        A.   Yeah.



              10        Q.   Do you know what's around it?



              11        A.   There's -- it's a -- generally an industrial



              12   kind of area that has room to put 160 acre LNG facility



              13   into it.



              14        Q.   No.  But do you know the specific neighbors?



              15   What's the neighbor -- what's operated on the



              16   neighboring properties?



              17        A.   No, I do not.



              18        Q.   So you don't know then that this is by an



              19   asbestos landfill?



              20        A.   An asbestos landfill today could be a golf



              21   course or a housing development tomorrow.



              22        Q.   You really think urban encroachment is likely



              23   in that area in the imminent future?



              24        A.   Imminent future would mean tomorrow.



              25        Q.   Twenty years, in 20 years.  You think it's



                                                                        355

�













               1   going to happen in 20, 25, 30 years?



               2        A.   I am no expert in the urban growth rates of



               3   the greater Salt Lake City area.



               4        Q.   Okay.  So you wouldn't know whether there's



               5   really an urban encroachment problem here then, would



               6   you?



               7        A.   Today, I don't believe there is.  But it's not



               8   to say that tomorrow there couldn't be.



               9        Q.   Thank you.



              10             MR. SABIN:  That's all I have.



              11             CHAIRMAN LEVAR:  Okay.  Thank you.  Any



              12   redirect, Mr. Dodge?



              13             MR. DODGE:  No.  I have no questions.  Thank



              14   you.



              15             CHAIRMAN LEVAR:  Okay.  Commissioner Clark?



              16             COMMISSIONER CLARK:  No questions.  Thank you.



              17             CHAIRMAN LEVAR:  Commissioner White.



              18             COMMISSIONER WHITE:  No questions.  Thank you.



              19             CHAIRMAN LEVAR:  I just want to ask if you



              20   have anything to add or supplement to Mr. Holder's



              21   answer to my question about potential impacts of cold



              22   temperatures on operations at a salt cavern, injections



              23   or withdrawals.



              24             THE WITNESS:  Sure.  I agree with Mr. Holder.



              25   There are differences between a wellhead at a salt
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               1   cavern and wellheads in the field.  And those two



               2   differences are one of size.  Typically the size of a



               3   wellhead on a salt cavern is much larger because you are



               4   moving much greater than volumes in and out of the salt



               5   caverns at any given incident of time when you are



               6   operating injections or withdrawals than a typical well



               7   in the field.



               8             Even the biggest wells in a field don't



               9   typically move the kinds of volumes that an underground



              10   storage cavern can move.



              11             Second, because it's a static facility and



              12   it's large and you need to protect from freeze-offs.



              13   Not only is it dry gas that's coming in and out and you



              14   have you less water in the stream that could potentially



              15   freeze-off, you can put heat traces or other equipment



              16   on that wellhead that will be uneconomic to do on



              17   thousands of wellhead in the field that could prevent a



              18   freeze-off of a storage wellhead in a cold environment.



              19             For example, there's underground storage in



              20   Canada in very, very cold, extremely cold environments;



              21   Aitken City comes to mind and maybe some other



              22   facilities, that they have mitigation measures that can



              23   prevent freeze-offs out of underground storage caverns.



              24             CHAIRMAN LEVAR:  Thank you.  I appreciate that



              25   additional information and thank you for your testimony
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               1   this morning.



               2             THE WITNESS:  Thank you.



               3             CHAIRMAN LEVAR:  Anything further from Magnum?



               4             MR. DODGE:  No.  We would just request that



               5   Mr. Schultz be excused, and I would personally request



               6   at least maybe in the next break that I would be



               7   scheduled as well.  And Mr. Holder may stay, but I guess



               8   I would request we all be excused unless there's a



               9   reason for us to stay.



              10             CHAIRMAN LEVAR:  Okay.  If anyone in the room



              11   has any objection to any of that, please indicate to me.



              12   And I am not seeing any, so thank you.



              13             MR. DODGE:  Thank you, Mr. Chairman.



              14             CHAIRMAN LEVAR:  And I think we'll go ahead



              15   and move to Utah Association of Energy Users at this



              16   point.



              17             MR. RUSSELL:  Thank you, Mr. Chairman.  UAE



              18   calls Neal Townsend to the stand.



              19             CHAIRMAN LEVAR:  Good morning, Mr. Townsend.



              20             THE WITNESS:  Good morning.



              21             CHAIRMAN LEVAR:  Do you swear to tell the



              22   truth?



              23             THE WITNESS:  I do.



              24             CHAIRMAN LEVAR:  Thank you.



              25                        NEAL TOWNSEND,
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               1   was called as a witness, and having been first duly



               2   sworn to tell the truth, testified as follows:



               3                      DIRECT EXAMINATION



               4   BY MR. RUSSELL:



               5        Q.   Good morning, Mr. Townsend.



               6        A.   Good morning.



               7        Q.   Can you state your name and your business



               8   address for the record, please.



               9        A.   My name is Neal Townsend.  My business address



              10   is 215 South State Street, Suite 200, Salt Lake City.



              11        Q.   By whom are you employed and in what capacity?



              12        A.   I am employed by Energy Strategies as a



              13   principal.



              14        Q.   And I don't know if this is necessary, but can



              15   you briefly describe your educational and professional



              16   background for us?



              17        A.   Yes.  I have an engineering degree from the



              18   University of Texas at Austin and an MBA from the



              19   University of New Mexico.  I worked for the Division of



              20   Public Utilities here at the State of Utah for three or



              21   four years before joining Energy Strategies in 2001.



              22        Q.   Thank you.  Did you prefile rebuttal testimony



              23   in this docket on September 6th of 2018?



              24        A.   I did.



              25        Q.   And was that testimony on behalf of UAE?
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               1        A.   Yes, it was.



               2        Q.   Okay.  And do you adopt that testimony as your



               3   testimony in this proceeding?



               4        A.   I do.



               5        Q.   Do you have any corrections to make to that



               6   testimony?



               7        A.   I do not.



               8             MR. RUSSELL:  And at this point I'll go ahead



               9   and move for the admission of Mr. Townsend's rebuttal



              10   testimony.



              11             CHAIRMAN LEVAR:  If anyone objects, please



              12   indicate to me.  And I am not seeing any, so the motion



              13   is granted.



              14        Q.   (By Mr. Russell) Your testimony was fairly



              15   short, but have you prepared a summary for us today?



              16        A.   I do have one.  Thank you.



              17        Q.   Okay.



              18        A.   Good morning.  UAE did not file direct



              19   testimony in this docket and has not taken a position



              20   regarding preapproval of DEU's proposed LNG facility.



              21   In its application DEU was clear that its proposed LNG



              22   facility is only being planned to serve sales customers.



              23   However, in its direct testimony the OCS testifies that



              24   if the application is approved, transportation customers



              25   should bear some of the cost responsibility of the LNG
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               1   plant.



               2             Similarly, the DPU suggests that to avoid



               3   cross-subsidization, transportation customers be charged



               4   for burning service or, worse, have shutoff valves



               5   installed in the event these customers' usage exceeds



               6   their delivered supply after a DEU curtailment order.



               7             In my rebuttal testimony I respond to both the



               8   OCS and DPU testimony.  At the outset, I point out that



               9   this may not be the appropriate forum for determining



              10   cost allocation for the proposed LNG plant.  However, to



              11   the extent cost allocation is addressed in this



              12   proceeding, I recommend that transportation customers be



              13   excluded from being assigned any LNG facility costs.



              14             First, DEU's application makes it clear that



              15   these facilities are being proposed to serve sales



              16   customers, not transportation customers.  Second, as I



              17   explained in my prefiled testimony, transportation



              18   customers are responsible for arranging their own supply



              19   needs.  As part of this responsibility, transportation



              20   customers are subject to penalties for failure to



              21   balance their consumption with delivery of their



              22   scheduled supply during periods of system constraint.



              23             Third, there is currently an open docket that



              24   addresses a newly proposed hold burn to scheduled



              25   quantity restriction that would have new, higher
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               1   penalties during periods of supply constraints.  These



               2   existing and proposed tariff provisions are the more



               3   appropriate tools for managing transportation service



               4   during supply disruptions.  That concludes my summary.



               5             MR. RUSSELL:  I don't have any additional



               6   questions for Mr. Townsend and will make him available



               7   for direct examination.



               8             CHAIRMAN LEVAR:  Thank you.  Mr. Dodge, does



               9   Magnum have any questions for Mr. Townsend?



              10             MR. DODGE:  No questions, thank you.



              11             CHAIRMAN LEVAR:  Mr. Sabin or Ms. Clark, does



              12   Dominion have any questions?



              13             MR. SABIN:  We do not have any questions.



              14             CHAIRMAN LEVAR:  Okay, thank you.  Mr. Jetter,



              15   do you have any questions?



              16             MR. JETTER:  I do have a few brief questions.



              17                       CROSS-EXAMINATION



              18   BY MR. JETTER:



              19        Q.   Good morning.



              20        A.   Good morning.



              21        Q.   Were you here in the room yesterday or did you



              22   listen to the testimony?



              23        A.   I did not.



              24        Q.   Okay.  I'd like to give you a hypothetical



              25   situation and ask what your opinion is of what you would
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               1   expect Dominion to do in this -- in this situation.  And



               2   hypothetical situation is a transportation customer



               3   supply fails to be delivered.  The Dominion Energy



               4   Utah's supply is short of its expected need during that



               5   day by 30,000 cubic feet, or something within the range



               6   but less than the full capacity of the LNG facility they



               7   have proposed.



               8             Do you think that the prudent choice for the



               9   utility would be to curtail -- and I am going to add one



              10   more portion to my hypothetical here, which is the



              11   transportation customer refuses to voluntarily curtail



              12   its use.



              13             In that scenario do you think that it would be



              14   appropriate for Dominion Energy to physically cut that



              15   customer off by closing the valve at the meter?  Or do



              16   you think that it would be the appropriate choice for



              17   Dominion to continue to serve out of the LNG facility to



              18   that customer?



              19        A.   Well, under those circumstances, at first I



              20   think they would impose their hold burn to scheduled



              21   quantity restriction that's being proposed in this other



              22   docket, and the customer would be subject to those



              23   penalties that would be in that docket, whatever those



              24   happen to be ultimately.



              25             But in terms of what happens to the customer,
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               1   you know, how Dominion would try to meet that load or



               2   not meet that load, that would be up to Dominion.  You



               3   would have to ask them how they would do that.  But



               4   those penalties would be quite substantial that would be



               5   -- are being discussed under the hold burn to scheduled



               6   quantity docket.



               7        Q.   Well, and let's say my hypothetical, this is a



               8   -- this is a hotel.  And they are unwilling to turn the



               9   gas off to heat the hotel.  In that case where you are



              10   left with -- in my hypothetical the only choice is to



              11   either use gas out of the LNG facility or to cut that



              12   customer off, would you suggest that it would be



              13   appropriate for Dominion to cut that customer off?



              14        A.   And in your hypothetical are you assuming that



              15   the supplier for the hotel is just gone on vacation or



              16   --



              17        Q.   Yes, yes.



              18        A.   -- what are you assuming regarding that?



              19        Q.   Their supply is not showing up.



              20        A.   Well, I think it would be quite unusual.  And



              21   but I would -- like I said, I would expect Dominion to



              22   take whatever actions that are allowed under its tariff



              23   to deal with such a situation.



              24        Q.   Even if that remains cutting that customer off



              25   prior to exhausting its LNG facility?
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               1        A.   Well, I think they would impose some



               2   substantial penalties on that customer, and that



               3   customer is going to get the signal, if they do it one



               4   time.



               5             Now, there's a question of whether they were



               6   just absolutely ignoring the problem and just going on



               7   about their business or were they -- or was there some



               8   reason why they didn't shut off when they should have



               9   and cut back their usage.  You know, those are sort of



              10   fact patterns that we are just sort of speculating about



              11   here.



              12        Q.   We are speculating, I agree.  But sort of the



              13   purpose of my hypothetical.  Let me ask kind of the same



              14   target, the same idea, a different way.  Is there any



              15   value to having the option to pay the penalty and



              16   receive gas service through the LNG facility, as



              17   compared to not having the LNG facility available and



              18   having a hard cutoff?



              19             And so the alternatives here are A, pay



              20   penalty and receive service or not have the alternative



              21   and not pay penalty and be cut off.  Do you think that



              22   there is a value to having the option to receive



              23   service?



              24        A.   I suspect that's up to the individual customer



              25   as to whether they see value in such an option, you
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               1   know.  And I can't speak as generally.  It's just going



               2   to be customer by customer.



               3        Q.   Do you think it would be appropriate to give



               4   customers that choice in their tariff?



               5        A.   Well, I think the appropriate thing is to have



               6   tariff provisions like were being discussed in the hold



               7   burn to quantity.  We also have imbalance penalties.



               8   Those are the appropriate place for those to be



               9   addressed.



              10             MR. JETTER:  Thank you.  I have no further



              11   questions.



              12             CHAIRMAN LEVAR:  Thank you, Mr. Jetter.



              13   Mr. Snarr?



              14             MR. SNARR:  I have no questions.



              15             CHAIRMAN LEVAR:  Okay.  Thank you.  Any



              16   redirect, Mr. Russell?



              17             MR. RUSSELL:  No, thank you, Mr. Chairman.



              18             CHAIRMAN LEVAR:  Okay.  Commissioner White, do



              19   you have any questions?



              20             COMMISSIONER WHITE:  No questions, thank you.



              21             CHAIRMAN LEVAR:  Commissioner Clark?



              22             COMMISSIONER CLARK:  I have no questions,



              23   thank you.



              24             CHAIRMAN LEVAR:  I don't either.  Thank you



              25   for your testimony today.
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               1             THE WITNESS:  Thank you.



               2             CHAIRMAN LEVAR:  Anything further from UAE?



               3             MR. RUSSELL:  No further witnesses.  I would



               4   ask if Mr. Townsend can be excused however.



               5             CHAIRMAN LEVAR:  If anyone in the room objects



               6   to that, please indicate.  I am not seeing any, so thank



               7   you.



               8             THE WITNESS:  Thank you.



               9             MR. RUSSELL:  Thank you, Mr. Chairman.



              10             CHAIRMAN LEVAR:  Okay.  Mr. Jetter?



              11             MR. JETTER:  The division would like to call



              12   and have sworn in Douglas Wheelwright.



              13             CHAIRMAN LEVAR:  Good morning,



              14   Mr. Wheelwright.



              15             THE WITNESS:  Good morning.



              16             CHAIRMAN LEVAR:  Do you swear to tell the



              17   truth?



              18             THE WITNESS:  I do.



              19             CHAIRMAN LEVAR:  Thank you.



              20                     DOUGLAS WHEELWRIGHT,



              21   was called as a witness, and having been first duly



              22   sworn to tell the truth, testified as follows:



              23                      DIRECT EXAMINATION



              24   BY MR. JETTER:



              25        Q.   Good morning, Mr. Wheelwright.  Would you
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               1   please state your name and occupation for the record.



               2        A.   My name is Douglas D. Wheelwright.  I am a



               3   technical consultant with Division of Public Utilities.



               4   There we go.



               5        Q.   And in the course of your employment with the



               6   Utah Division of Public Utilities, have you had the



               7   opportunity to review the testimony in this docket filed



               8   by the company and other parties?



               9        A.   Yes, I have.



              10        Q.   And by the company I'd like to correct for the



              11   record that I am referencing Dominion Energy Utah.  Did



              12   you cause -- create and cause to be filed with the



              13   commission direct and rebuttal -- excuse me, surrebuttal



              14   testimony in this docket?



              15        A.   Yes, I did.



              16        Q.   Do you have any corrections or changes you



              17   would like to make to either of those?



              18        A.   I have two brief corrections to my surrebuttal



              19   testimony.  On page 2, line 49 and 50, where it says the



              20   DEU was ranked 14th, that should be changed to 11th.



              21   And that same change on the next line on line 50.



              22        Q.   Thank you.  With those -- with those two



              23   corrections, if you were asked the same questions that



              24   are contained in both your direct and surrebuttal



              25   testimony, would your answers remain the same?
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               1        A.   Yes, they would.



               2             MR. JETTER:  I'd like to move at this point to



               3   enter into the record direct and surrebuttal testimony



               4   filed by Mr. Wheelwright, along with -- direct was --



               5   let's see, included Exhibits 1.0 through 1.6.  And the



               6   surrebuttal included exhibits, Surrebuttal Exhibits 1.0



               7   through 1.4.



               8             CHAIRMAN LEVAR:  If any parties objects to



               9   that motion, please indicate.  I am not seeing any



              10   objection, so the motion is granted.



              11             MR. JETTER:  Thank you.



              12        Q.   (By Mr. Jetter) And Mr. Wheelwright, have you



              13   prepared a brief summary of your testimony?



              14        A.   Yes, I have.



              15        Q.   Please go ahead.



              16        A.   Thank you.  Good morning, commissioners.  In



              17   this docket Dominion Energy Utah has asked for approval



              18   to construct an on-system liquefied natural gas



              19   facility.  In order to help evaluate the company's



              20   application, the division hired Daymark Energy Advisors



              21   to review the information and provide analysis.



              22             Mr. Allen Neale from Daymark provided direct



              23   and surrebuttal testimony on behalf of the division and



              24   identified specific areas of concern and recommendations



              25   which support the division's position.  Mr. Neale is
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               1   here today and will be providing testimony at this



               2   hearing.



               3             The requirements for approval of a resource



               4   decision are identified in Utah code Section 54-17-402.



               5   In this proceeding the commission is to determine if the



               6   proposed request is in the public interest, taking into



               7   consideration a number of specific requirements.  The



               8   first requirement identified in the Utah code is whether



               9   the proposed resource will most likely result in the



              10   acquisition, production and delivery of utility services



              11   at the lowest reasonable cost to retail customers.



              12             Approval is not warranted because Dominion



              13   Energy has failed to show that the proposed LNG facility



              14   will result in the provision of services at the lowest



              15   reasonable cost.  It is clear that Dominion Energy wants



              16   to build an LNG facility but may not need this type of



              17   facility based on the cost of other options that may be



              18   available.



              19             The very heart of this issue is the company's



              20   failure to establish a clear need for the identified



              21   resource.  The company's provided instances of supply



              22   cuts due to cold weather conditions.  However, these



              23   conditions have been short in duration and have been



              24   satisfied using other storage or purchase options.



              25             The purported secondary benefits, such as
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               1   earthquakes, land slides, and remote distribution of LNG



               2   are ill served by the proposed resource, especially if



               3   it is meant to remedy the supply failures Dominion



               4   Energy identifies.



               5             Another requirement of the Utah code that must



               6   be considered is the long-term and short-term impacts.



               7   The proposed LNG facility will require a large capital



               8   expenditure that will put upward pressure on rates.



               9   Based on the information from the U.S. Energy



              10   Information Administration and the American Gas



              11   Association, Utah no longer enjoys some of the lowest



              12   gas prices in the country.  Adding significant long-term



              13   cost to customer rates for an LNG facility that will



              14   have limited use does not serve the public interest.



              15             The division also recommends that the



              16   commission consider the impact to customer rates for



              17   this facility, along with the potential increase that is



              18   likely to occur with the next general rate case



              19   scheduled to begin in 2019.



              20             The storage tanks that are for the proposed



              21   facility will take 150 days to fill, and company



              22   witnesses have testified that the send-out model will be



              23   used to determine the most cost effective way to fill



              24   LNG tanks.



              25             Even though the proposed facility would be
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               1   filled during the summer months, when the market price



               2   for natural gas is usually low, the send-out model will



               3   most likely select more expensive Westpro production to



               4   fill the tanks due to limitations and restrictions built



               5   into the send-out model.



               6             With expensive gas going to the facility and



               7   the high cost to liquefy, store and vaporize the gas for



               8   future use, the company estimates that gas coming from



               9   this facility would cost $8.70 per decatherm based on



              10   the current cost of service price.  This price per



              11   decatherm is significantly higher than the current



              12   market price and would be passed on to customers.



              13             The division is not convinced that the



              14   proposed facility will be under the complete control of



              15   Dominion Energy Utah.  The daily management of system



              16   pressures on both the Dominion Energy Utah distribution



              17   and the Dominion Energy Questar Pipeline system are



              18   managed by pipeline employees in the gas control



              19   department.  The daily management of both systems is



              20   accomplished by shared employees from a common gas



              21   control room.



              22             Based on the response to data requests, it



              23   appears that the operation of an LNG facility would be



              24   jointly managed by employees from Dominion Energy Utah



              25   and Dominion Energy Questar Pipeline.
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               1             This application has identified various



               2   options and reasons for selecting the proposed LNG



               3   facility.  However, it appears that many of the



               4   alternatives have been hand selected and may not have



               5   been given the same initial requirements for a fair



               6   comparison.



               7             Rather than identifying a specific need to be



               8   met and seeking any and all resources to meet that need



               9   and evaluate the options, it appears that the company



              10   already knew what course of action it wanted to take.



              11   As early as 2014, the company began looking at the cost



              12   and possible locations for adding an LNG facility to its



              13   distribution system.



              14             Investor presentations in 2017 from Dominion



              15   Energy Utah's parent company identified one of the



              16   sources for continued revenue growth for the utility in



              17   future years will come from the addition of an LNG



              18   facility in northern Utah.



              19             Bids from other parties to meet supply



              20   reliability needs that have been identified in this



              21   docket were not received until as late as 2018.



              22   Therefore, it appears that the decision to build the LNG



              23   facility was made before other options were reviewed.



              24             In summary, the company has not demonstrated



              25   that the proposed LNG facility is in the public interest
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               1   or that the proposed facility will result in the lowest



               2   reasonable utility service.  Dominion Energy Utah has



               3   not satisfied the requirements for preapproval as



               4   outlined, and the company's request should not be



               5   approved.



               6             If the commission finds that further action is



               7   needed, it should order Dominion Energy Utah to clearly



               8   define the needed capabilities and issue an all-source



               9   RFP to meet the specific need and requirement.  And that



              10   concludes my summary.



              11             MR. JETTER:  Thank you.  I have no further



              12   questions for Mr. Wheelwright now.  Tender him for



              13   cross-examination, questions from the commission.



              14             CHAIRMAN LEVAR:  Thank you.  Mr. Snarr, do you



              15   have any questions?



              16             MR. SNARR:  No, the office has no questions.



              17             CHAIRMAN LEVAR:  Okay.  Thank you.  Mr. Dodge,



              18   any questions from Magnum?



              19             MR. DODGE:  No, thank you.



              20             CHAIRMAN LEVAR:  Mr. Russell?



              21             MR. RUSSELL:  No, thank you, Mr. Chairman.



              22             CHAIRMAN LEVAR:  Why don't we go ahead and



              23   take a 10 minute break, and then we'll go to any



              24   cross-examination from Dominion.  I think our clock is



              25   now in substantial compliance with federal law, so we'll
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               1   come at about five to.



               2             (Recess from 10:46 a.m. to 10:55 a.m.)



               3             CHAIRMAN LEVAR:  Okay.  We're back on the



               4   record.  And we will go to any cross-examination of



               5   Mr. Wheelwright by Dominion Energy Utah.



               6             MS. CLARK:  Yeah.  Just a few, thank you.



               7                       CROSS-EXAMINATION



               8   BY MS. CLARK:



               9        Q.   Mr. Wheelwright, in the course of the work you



              10   have conducted in this docket, you reviewed Ms. Faust's



              11   analysis and the options the company considered, did you



              12   not?



              13        A.   I did.



              14        Q.   And can you, sitting here today, identify any



              15   option that the company overlooked and failed to include



              16   in that analysis?



              17        A.   Not that I am aware of.



              18        Q.   You talked today, Mr. Wheelwright, about your



              19   concern about control of the proposed LNG facility.



              20   Were you able to review data request responses that were



              21   issued in response to Division of Public Utilities'



              22   information request?



              23        A.   Yes, I was.



              24        Q.   And did you review DPU 9.12 identifying how



              25   this facility would be operated from a gas control
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               1   perspective?



               2        A.   I did.



               3        Q.   And did you see in that answer that any use of



               4   the LNG resource would be under the direction of the



               5   director of engineering and the vice president and



               6   general manager of Dominion Energy Utah?



               7        A.   I did.  I also respond -- read and included in



               8   my surrebuttal testimony the response to DPU 9.13.  If



               9   you would like, I could share that with you.  And that



              10   specifically says that in emergency or unforeseen



              11   situations that are not caused by weather, gas supply



              12   and gas control would monitor pressures and make



              13   determination if the LNG facility should be used to



              14   maintain those pressures.



              15             That to me says both entities are going to be



              16   involved.



              17        Q.   So give me just one second.  To be clear,



              18   Mr. Wheelwright, that 9.13 also indicated that the use



              19   of the LNG resource is under the direction of the two



              20   individuals I identified?



              21        A.   I agree.



              22        Q.   So you would agree that under any



              23   circumstances, executives and officers of Dominion



              24   Energy Utah would be involved in the decision making,



              25   would you not?
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               1        A.   I believe they would be involved, yes.



               2        Q.   Okay.  Couple more questions.  Do you



               3   subscribe to and agree with Mr. Neale's testimony and



               4   conclusions in this matter?



               5        A.   Yes.



               6        Q.   And at lines 789 to 798 of his testimony --



               7   and I am going to paraphrase.  If you would like to read



               8   it, I would be happy --



               9        A.   I don't have it with me, no.



              10        Q.   Okay.  Well, let me paraphrase and if it's --



              11             MR. JETTER:  Can I just interrupt?  Is this



              12   direct or surrebuttal?



              13             MS. CLARK:  It is 789, I believe his direct.



              14        Q.   (By Ms. Clark)  He indicates that he has heard



              15   of instances when industrial customers have refused to



              16   restrict usage when the economics didn't support it and



              17   that he's not confident that residential users would



              18   restrict.  Would you agree with that conclusion?



              19        A.   Residential -- I'm sorry.  I didn't understand



              20   the question.



              21        Q.   Let me rephrase.  When discussing the notion



              22   of demand response and the demand response option



              23   evaluated by the company, Mr. Neale suggests that he is



              24   aware of circumstances where industrial customers have



              25   failed to restrict when directed to do so, and he seems
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               1   to express cynicism that residential customers would



               2   restrict if called upon to do so.  And I am just asking



               3   if you agree with those observations and conclusions.



               4        A.   I would ask him.  I don't know if residential



               5   customers would restrict usage or not.  I don't know.



               6             MS. CLARK:  Okay.  I don't have any other



               7   questions.



               8             CHAIRMAN LEVAR:  Okay.  Thank you.  Any



               9   redirect, Mr. Jetter?



              10             MR. JETTER:  No, thank you.



              11             CHAIRMAN LEVAR:  And Commissioner White?



              12             COMMISSIONER WHITE:  No questions.  Thank you.



              13             CHAIRMAN LEVAR:  Commissioner Clark?



              14             COMMISSIONER CLARK:  No questions, thanks.



              15             CHAIRMAN LEVAR:  I don't think I have any



              16   either.  So thank you for your testimony,



              17   Mr. Wheelwright.



              18             THE WITNESS:  Thank you.



              19             CHAIRMAN LEVAR:  Mr. Jetter?



              20             MR. JETTER:  Thank you.  The division would



              21   next like to call and have sworn in division witness



              22   Allen Neale.



              23             CHAIRMAN LEVAR:  Good morning, Mr. Neale.



              24             THE WITNESS:  Good morning.



              25             CHAIRMAN LEVAR:  Do you swear to tell the
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               1   truth?



               2             THE WITNESS:  I do.



               3             CHAIRMAN LEVAR:  Thank you.



               4                         ALLEN NEALE,



               5   was called as a witness, and having been first duly



               6   sworn to tell the truth, testified as follows:



               7                      DIRECT EXAMINATION



               8   BY MR. JETTER:



               9        Q.   Good morning, Mr. Neale.  Would you please



              10   state your name and occupation, and actually, I would



              11   also ask you to please spell your last name for the



              12   record.



              13        A.   I will.  My name is Allen R. Neale.  That's



              14   N-E-A-L-E.  I am a consultant working in conjunction



              15   with Daymark Energy Advisors.  And our business address



              16   is 370 Main Street, Suite 325, Worcester, Mass.



              17        Q.   Thank you.



              18        A.   And Worcester is spelled W-O-R-C-E-S-T-E-R.



              19   So sorry, but --



              20        Q.   Thank you.



              21        A.   Even I can't spell it.



              22        Q.   And in the course of your participation in



              23   this docket on behalf of the Utah Division of Public



              24   Utilities, did you create and cause to be filed with the



              25   commission direct and surrebuttal testimony in this
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               1   docket?



               2        A.   I did.



               3        Q.   Do you have any corrections or changes you



               4   would like to make to those?



               5        A.   Not at this time.



               6        Q.   And if you were asked the same questions



               7   contained in both your direct and surrebuttal testimony



               8   this morning, would your answers remain the same?



               9        A.   They would.



              10        Q.   Thank you.



              11             MR. JETTER:  I'd like to move at this time to



              12   enter into the record the direct and surrebuttal



              13   testimony of Allen R. Neale, along with the exhibits



              14   that were attached thereto.  The direct testimony



              15   included 2.0 through 2.17 DIR, and the surrebuttal



              16   testimony did not include exhibits, however was simply



              17   be filed in confidential and redacted form.



              18             CHAIRMAN LEVAR:  If any party objects to the



              19   motion, please indicate.  I am not seeing any objection.



              20   The motion is granted.



              21             MR. JETTER:  Thank you.



              22        Q.   (By Mr. Jetter) And Mr. Neale, have you



              23   prepared a brief summary of your testimony?



              24        A.   I am going to be as brief as I possibly can.



              25   Everybody's pain quotient is, I'm sure, low.
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               1        Q.   Great.  Go ahead.



               2        A.   I was asked by the Utah Division of Public



               3   Utilities to address four main points, and I'll try to



               4   go through each of them.



               5             The accuracy of the models and assumptions



               6   used by DEU used to calculate the requirements to meet



               7   an expected shortfall and so -- the company was, I



               8   thought did a great job providing weather history.  And



               9   in defense of Ms. Faust, and as a former gas supply guy,



              10   the fact that real low temperature occurred just once is



              11   enough to settle the debate about probability because if



              12   it happened once, it certainly can happened again.



              13             And so I think the company did demonstrate



              14   that it had this need, and I would -- my recollection, I



              15   think the shortfall on one of the days was like 139,000



              16   decatherms.  And from that, I think the company came to



              17   the conclusion, and I am sure it was after they looked



              18   at the sizes of vaporization equipment and so forth,



              19   that they should put together something that met 150,000



              20   decatherms a day, provide eight days of service and



              21   store 1.2 million decatherms of supply.  So I found the



              22   company's conclusions to be reasonable.



              23             Secondly, I was asked whether the proposed LNG



              24   facility is physically capable of meeting any such



              25   shortfall, and I was able to by phone and by exhibit, I
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               1   guess, talk with Mr. Platt about his system and



               2   discovered they use Synergy to find product.  I am older



               3   than Mr. Platt, and I go back to the Stoner model, which



               4   is what Synergy is based on.  So I have a reasonable



               5   understanding of what he is using as a tool.  Great



               6   tool.



               7             And after going through the scenarios, I was



               8   sure that the LNG facility's full capacity could be



               9   absorbed in the area.  Now, having said that, the



              10   company was also going to, if they had a shortfall, they



              11   could back off the use of the volumes at a city gate



              12   station that was nearby and then use displacement over



              13   the pipeline to send gas to other areas, hopefully to



              14   take care of other isolated issues.



              15             So I thought that was a reasonable plan.  But,



              16   you know, clearly, the LNG facility was going to take



              17   care of that area.  But they had a plan to use



              18   displacement to maybe settle some things on other sites.



              19             Third, whether the cost and noncost evaluation



              20   criteria is robust enough for the selection purposes.



              21   You know, I went back and looked at the IRPs that the



              22   company had in the past few years provided.  And while I



              23   saw a description of the LNG facility, it was



              24   certainly -- there's probably two or three different



              25   permutations of what they were looking for in an LNG
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               1   facility.



               2             So in this case, it was the first time I saw



               3   that they came up with the specifics, 150,000 decatherms



               4   a day, eight days of service and 1.2 million decatherms



               5   of storage.  But it did not seem to say that in any of



               6   the IRPs.



               7             In my time as a gas -- manager of gas supply,



               8   we had an IRP process, and we would define in our IRP



               9   process what it was that we needed.  And then when we



              10   could agree that that was what was necessary to meet



              11   needs currently and into the future, you would go out to



              12   an RFP to seek that type of supply.  And in this case,



              13   once again, it was for 150,000 decatherms a day, eight



              14   days of service and a storage quantity of 1.2 million



              15   decatherms.



              16             Now, as I looked at the massive RFPs -- and I



              17   know the company's done a lot of work asking different



              18   people for supplies -- unfortunately, I didn't see the



              19   requirements of 150,000 decatherms a day, eight days of



              20   service in those RFP responses.



              21             So I am troubled because I had expected to see



              22   several responses from different companies hoping to



              23   provide that level service, and frankly, that is what is



              24   bothered me the most, that we didn't have a true



              25   apples-to-apples comparison.
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               1             So the last topic was No. 4, whether the



               2   proposed LNG facility would meet the standard for this



               3   resource investment to be in the public interest.  And I



               4   just think it fails because you don't have adequate RFPs



               5   for that level of service.  And so we are unable to



               6   really assess what in this case I believe is risk, the



               7   cost of risk.



               8             The company -- and again, Ms. Faust, I do



               9   share your concern.  The company needs to have firm



              10   supplies to meet its customers' needs.  I am acutely



              11   aware of that being from New England.  And so, however,



              12   sometimes when you have RFPs, some of the things you



              13   consider, after you receive them, is the price and



              14   non-price criteria.



              15             Price is one thing.  Risk happens to be a



              16   non-price criteria, and it's only after you evaluate the



              17   difference in costs that you really know what the value



              18   of risk is in this case.  I don't believe we have that



              19   in front of us, the cost difference between two or more



              20   resources that could meet their needs.



              21             And also, I'll just make a comment that either



              22   an LNG facility or an underground storage facility would



              23   meet, you know, technically their needs.  And the



              24   definition of peak shaving, I happen to -- in my time, I



              25   was in charge of our peak shaving facility.  And the
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               1   reason peakers were built is because the cost of



               2   transportation exceeded the cost, if you will, over time



               3   of building an LNG facility.  It was really a capacity



               4   issue.  And so that's really what the genesis of peak



               5   shaving facilities were.



               6             And regardless, however, even in this case, if



               7   I saw that the economics of building an LNG facility



               8   were favorable, I don't care what the purpose it was



               9   that I was using the plant for, as long as the economics



              10   worked out.  And I would say that that pretty much is



              11   the essence of any testimony.  Thank you.



              12        Q.   Thank you, Mr. Neale.



              13             MR. JETTER:  I have no further questions, and



              14   Mr. Neale is available for cross from the parties and



              15   questions from the commission.



              16             CHAIRMAN LEVAR:  Thank you, Mr. Jetter.



              17   Mr. Snarr, do you have any questions for Mr. Neale?



              18             MR. SNARR:  No.  The office has no questions.



              19             CHAIRMAN LEVAR:  Thank you.  Mr. Russell?



              20             MR. RUSSELL:  No questions from UAE.



              21             CHAIRMAN LEVAR:  Okay.  Dominion?



              22             MR. SABIN:  Yes.  Thank you.



              23                       CROSS-EXAMINATION



              24   BY MR. SABIN:



              25        Q.   Mr.  Neale, thank you for being here today.  I
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               1   want to maybe spend a couple minutes getting out of the



               2   way the places where we maybe don't disagree.



               3        A.   Okay.



               4        Q.   And then focus on the places where I think



               5   there may be disagreement.  Is that okay?



               6        A.   It's fine.



               7        Q.   As I listened to your opening summary, I take



               8   it from your summary that you don't really dispute the



               9   company's need for this facility?



              10        A.   The company has a need for 150,000 decatherms



              11   a day and eight days of service at 1.2 million -- I'm



              12   sorry, decatherms of storage.



              13        Q.   That's okay.  All right.  And so if we move



              14   beyond need to what are the resources that can serve



              15   that need, I also understood from your testimony that



              16   you reviewed with Mr. Platt the company's network



              17   analysis.  I take it from your statement and from your



              18   testimony that you don't at this point challenge any of



              19   his conclusions or any of his analysis?



              20        A.   No.  But I would add one thing just over the



              21   course of the discussion that I have heard, and it



              22   surrounds where people can deliver gas or not deliver



              23   gas.  And I -- it seems to me like it's an open question



              24   where people may be able to deliver gas or not.



              25             But Mr. Platt has a fabulous tool, and
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               1   wherever somebody can deliver gas, I would expect that



               2   he would, if it doesn't provide the right pressure



               3   profiles in the system, he would take a look at the



               4   system, try and determine how much pipe might have to be



               5   added to the distribution system so that it would



               6   function properly, and that cost would also be imputed



               7   against whoever made that proposal.



               8        Q.   So that we're clear, and I appreciate the



               9   clarification.



              10        A.   Yeah.



              11        Q.   What I take it -- you to be saying is that if



              12   you were going to -- you know, he arrived at some



              13   conclusions about what happened with the pressures --



              14        A.   Right.



              15        Q.   -- relative to the LNG facility and other



              16   resources, right?



              17        A.   Other resources, I think he just suggested



              18   they arrived there.  I am not sure he did any work on



              19   the pipeline system.



              20        Q.   Were you here when he did his presentation?



              21        A.   I did.  I saw when he presented.



              22        Q.   And you saw that he concluded that the LNG



              23   facility, the pressures provided by --



              24        A.   And I think that was his current system.



              25        Q.   Can you just give me one second to finish my
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               1   question?



               2        A.   I'm so sorry, yeah.



               3        Q.   He looked -- he did look at the current



               4   system, and he said, if I plugged an LNG facility in the



               5   demand center right smack dab in the middle of where



               6   most of the people live in the Wasatch Front and, I run



               7   that -- that facility against a facility that delivers



               8   to the southern point of the system, that the LNG



               9   outperformed that other resource.



              10             Do you -- did you see that?



              11        A.   Well, you say outperformed the other.



              12        Q.   The pressures were better.



              13        A.   Well, I might agree that the pressures were



              14   better.  However, what he may not have done is upgraded



              15   the distribution system.



              16        Q.   We'll get to that.  We'll get to that.



              17        A.   To come up with a figure for how much he



              18   needed to invest in your distribution system.



              19        Q.   Right.  And that's fine.  But on the data we



              20   had that he was using on the system today, you don't



              21   dispute, do you, that his network analysis showed that



              22   outcome?



              23        A.   Well, I would suggest that I agree with the



              24   fact that the LNG facility performed the way he said it



              25   would.
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               1        Q.   Okay.  And the other resource he tested it



               2   against performed the way it did?



               3        A.   Against the current facilities.



               4        Q.   Right.



               5        A.   Yeah.



               6        Q.   Now let's go to your point.  So you are



               7   suggesting that you could also, I guess, theoretically



               8   look at the cost --



               9        A.   Right.



              10        Q.   -- of changing the system, inserting



              11   additional piping into the distribution system, and



              12   changing the points of delivery.



              13        A.   That is correct.



              14        Q.   Yes.



              15        A.   And I only provide that because I want to be



              16   fair and equitable about this.



              17        Q.   I understand.



              18        A.   And while I say another source may work, in my



              19   opinion it would take work on the distribution system.



              20   And I want to make sure that those costs get fully



              21   reflected so that everybody understands what the real



              22   cost difference is.



              23        Q.   And because you have been in this business a



              24   long time, I take it you would agree with me that if you



              25   are going to install the pipe over 20 plus miles through
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               1   the metropolis of Salt Lake City, that that's going to



               2   come at a fairly significant cost?



               3        A.   I can't say.  I don't live here in Utah so...



               4   I am sure it's going to cost them.  I am equally sure



               5   it's probably not as expensive as downtown Boston but



               6   I --



               7        Q.   Well, I mean, do you have any idea of how



               8   much --



               9        A.   Sure.  It's --



              10        Q.   -- how much it costs to lay a mile of pipe in



              11   an area like this?



              12        A.   It depends on the size, but --



              13        Q.   Okay.  We're talking a decent pipe here.



              14        A.   I understand.  I understand how expensive it



              15   is, but the costs still need to be explored regardless



              16   of the expense.



              17             MR. SABIN:  Permission to approach and give



              18   the witness an --



              19             CHAIRMAN LEVAR:  Yes.



              20             MR. SABIN:  -- exhibit?



              21        Q.   (By Mr. Sabin)  Mr. Neale, are you familiar



              22   with the Oil and Gas Journal?



              23        A.   Somewhat, yes.



              24        Q.   Okay.  It's an industry publication, right?



              25        A.   Read it several times in the past.
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               1        Q.   Right.  I'd like you to turn to the second



               2   page of this document.  I just want to focus on the



               3   first full paragraph at the top.



               4             It says, "A dramatic drop in outlays for labor



               5   was the primary driver of low land pipeline construction



               6   costs rates falling nearly 50 percent to 1.9 million a



               7   mile from 3.6 million a mile.  Material costs were the



               8   only category to rise, moving from $989,000 per mile to



               9   1.3 million dollars a mile.  The roughly 1 point million



              10   decrease in total estimate per mile land pipeline



              11   construction costs brought them to 5.9 million dollars



              12   per mile, 22 percent lower than 2016."



              13        A.   Uh-huh.



              14        Q.   He is talking about the cost to build a



              15   pipeline --



              16        A.   I'm sure.



              17        Q.   -- right?  Does that -- do you have any reason



              18   to doubt that that is the average cost of building a



              19   pipeline per mile?



              20        A.   I don't know any specifics.  I'll take it on



              21   the surface.  However, we don't know if this is 10 inch



              22   pipe, 4 inch pipe, 6 inch pipe, 18 inch pipe.  We don't



              23   know.



              24        Q.   Right.



              25        A.   So --
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               1        Q.   Understood.



               2        A.   I appreciate the industry average.



               3        Q.   Yeah.



               4             MR. SABIN:  I would just like to move for the



               5   admission of DEU Exhibit 9.0 at this point.



               6             CHAIRMAN LEVAR:  If any party objects to that



               7   motion, please indicate to me.  I'm not seeing any



               8   objection, so it's granted.



               9        Q.   (By Mr. Sabin)  Well, let's just take that



              10   industry average.  You would agree with me, would you



              11   not, that if we followed the solution that you are



              12   talking about or considered the option that you are



              13   talking about of extending piping through the



              14   distribution system to try and match delivery points,



              15   that you are talking about a significant cost investment



              16   if we're just using that average?



              17        A.   I can't tell you because I am not running the



              18   network analysis.  I don't know if you need to do 10



              19   feet or a thousand miles.  I don't know.  I am telling



              20   you, it needs to be done, and it needs to be part of an



              21   exhibit.  It's not been done.  It's not part of an



              22   exhibit relative to any of the underground storage



              23   facilities that you were looking at.  But even those did



              24   not have the right, in my opinion, RFP requirements.



              25        Q.   But even if you are talking two miles, that's
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               1   substantially more than the LNG facility?



               2        A.   How much is the LNG facility?



               3        Q.   I don't have the numbers in front of me, but



               4   it was --



               5        A.   Not sure.  It is --



               6        Q.   What do you -- what do you --



               7        A.   It was 200 million for the LNG facility.  200



               8   million for the LNG facility; is that right?



               9        Q.   I guess I was looking on a per year basis.



              10        A.   Sorry.



              11        Q.   But that's fine.  I guess what I am -- I am



              12   trying to get at your comment you raised there.



              13        A.   Uh-huh.



              14        Q.   So you agree with me that the network



              15   analysis, as done on the current system, was done



              16   properly and that his conclusions were correct?



              17        A.   Relative to citing the LNG plant, that's



              18   correct.



              19        Q.   And the only way you are saying that you could



              20   mimic that is if you were to essentially create the same



              21   kind of delivery from other sources?



              22        A.   Correct.



              23        Q.   Okay.  And those would come at some cost?



              24        A.   That is absolutely correct.  Yep.  That's my



              25   statement.
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               1        Q.   All right.  The other thing I --



               2        A.   And those costs need to be, you know, married



               3   to anybody else's RFP so that you can truly see the



               4   difference in cost between the LNG facility --



               5        Q.   I understand --



               6        A.   -- and that other supply.



               7        Q.   Okay.  The third thing I think we agree on,



               8   although I want to double-check, is that I took from



               9   your statement and your testimony that you agree that



              10   LNG is an appropriate service to solve the problem the



              11   company is trying to solve.



              12        A.   It can be.  That's correct.  One of.  One of.



              13        Q.   Yeah.  I mean, in your testimony you -- in



              14   your direct testimony you specifically say that this is



              15   why reg -- this is why LDCs use LNG because it's an



              16   appropriate solution to solve this kind of problem.



              17        A.   Yeah.  Even in New England, when we use more



              18   than -- well, close to 50 percent of the peak day,



              19   demand is served by an LNG facility.  If, Lord forbid,



              20   we suffered a loss of supply from the pipeline, whatever



              21   excess capacity we had in the LNG facility would be used



              22   to offset those pipeline losses.  So I mean, yes.



              23        Q.   Okay.  And I'd just like to read two quotes



              24   from your testimony.  I don't know if you have your



              25   direct testimony there.



                                                                        394

�













               1        A.   I do.



               2        Q.   I am on page 18 of your testimony starting at



               3   line 461.  Tell me when you get there.



               4        A.   I am here.



               5        Q.   You say, "LDCs consider LNG service because it



               6   satisfies the regulatory obligation to maintain a



               7   resource portfolio that meets firm customer demand under



               8   design day and extended cold snap conditions.  Design



               9   weather criteria are usually based on the coldest



              10   weather experienced over the last 10 to as many as 30,



              11   50 or 100 years.  Regardless of the timeframe used for



              12   these criteria, many LDCs have experienced record cold



              13   weather in the most recent 10 years."



              14        A.   Yes.



              15        Q.   Did I read that correctly?



              16        A.   You did.



              17        Q.   And you stand by that statement?



              18        A.   I do stand by that statement.



              19        Q.   Okay.  The other piece I want to read with you



              20   has to do with LNG facilities is -- let me find the page



              21   here for you.  Yeah, let's go to lines 451 or, excuse



              22   me, lines 488.  Go to line 488 with me.  And I am going



              23   to read starting on that line.  Are you there, sir?



              24        A.   I am.



              25        Q.   Okay.  You say there, "LNG is ideal to meet a
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               1   needle peek need or a loss of supply because it can be



               2   located on system, sized to meet the scale of the design



               3   criteria needs of such events.  LNG facilities are



               4   available for immediate and continuously adjusted



               5   dispatch within design limitations and operating



               6   parameters and are not subject to fixed intraday



               7   nomination cycles of an interstate pipeline."



               8             Did I read that correctly?



               9        A.   You did.



              10        Q.   And do you stand by that statement?



              11        A.   I do.



              12        Q.   Okay.



              13        A.   I also have a beautiful drawing of a load



              14   duration curve too, and you didn't mention that.



              15        Q.   Sorry.  I -- I should have brought up how



              16   beautifully you have done that.  Apologize for that.



              17             Okay.  Just skipping over some things that we



              18   don't need to cover since we have been able to move



              19   through that.  Yeah.  One other thing.  On your -- if



              20   you could turn to page 89 of your testimony; your direct



              21   testimony, that is.



              22        A.   Yes.



              23        Q.   There you say, this is -- regarding -- you



              24   have a summary of conclusions here.  And one of the



              25   conclusions I want to focus on, you say, this conclusion
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               1   No. 2, on page 9, "The proposed LNG facility will



               2   adequately address the stated need to provide a reliable



               3   and low-cost service to firm customers."



               4             Did I read that to that point right?  I



               5   realize there's more we're going to talk about.  But did



               6   I read that to that point?



               7        A.   You are doing a great job.



               8        Q.   And you stand by that statement?



               9        A.   I do.



              10        Q.   Okay.  Now let me focus now on the areas where



              11   I think we have some disagreement.  And that has to do



              12   with the remainder of that sentence.  You say, "But this



              13   is not sufficient to adequately demonstrate it's most



              14   likely to be the lowest reasonable cost option."



              15             I'd like to probe that just a little bit with



              16   you.  My first question is, I think you agree and I



              17   think your testimony states this, but I want to make



              18   sure you agree, that the company did an extensive amount



              19   of work to go out and identify options that could serve



              20   this purpose and has presented its findings in an



              21   extensive attachment and exhibits to both Ms. Faust's



              22   testimony and other's testimony.



              23             Do you agree that the company went out and did



              24   an extensive search over a period of years for different



              25   options?
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               1        A.   Well, let me preface it by, they were



               2   different options than what you would require of the LNG



               3   facility.  So I don't find them to be compelling as



               4   alternatives.



               5        Q.   Okay.  But let me just ask -- we'll come to



               6   your point.  My question is, do you agree that the



               7   company spent a significant amount of time researching



               8   various options that theoretically in the field could



               9   serve as a supply reliability option?



              10        A.   Well, but you settled on a specific criteria.



              11   And none of those options that you sourced meet this



              12   criteria.  So I don't know what you want me to say.  Did



              13   you do a lot of work?  Yes.  Did you do it in the right



              14   manner?  No.



              15        Q.   Okay.  Well, let's probe that because I think



              16   you are not answering my question.  You keep dodging my



              17   question.



              18        A.   No.  I am not trying to dodge the question.



              19   Did you go out and have responses to RFPs?  Yes.  You



              20   did.  Was the RFP responsive to the need that you have



              21   now structured centered around the LNG facility?  No.



              22        Q.   Well, hang on.



              23        A.   I appreciate that you have made several



              24   attempts.  I do.



              25        Q.   Well, I don't agree with you and I want to --
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               1        A.   Okay.



               2        Q.   I want to probe that.  When the company goes



               3   out and looks at potentially buying additional supply on



               4   the interstate pipelines, that could solve this need,



               5   could it not, potentially?



               6        A.   Well, of course it could.



               7        Q.   Okay.  So the company was casting a broad net.



               8   Is there anything wrong with doing that?



               9        A.   Yes.  Once you determined the size of the



              10   service that you need, you needed to go out to the



              11   marketplace and seek RFPs responsive to that need, not



              12   rely on RFPs that you had issued over time that were not



              13   tied to that need.  Clearly they meet some needs but not



              14   this specific need.



              15        Q.   Well, did you review the attachments to



              16   Ms. Faust's testimony?



              17        A.   Yeah.  I think in my testimony I have the



              18   whole list of every one of them.



              19        Q.   Then you would know that the company did focus



              20   in on the amount of -- the quantity that it was looking



              21   at when it assessed each one of these options, did it



              22   not?



              23        A.   So no.  It did not.



              24        Q.   How do you know that, sir?



              25        A.   Well, we had some testimony this morning from



                                                                        399

�













               1   Witness Holder who said he didn't know about an eight



               2   day requirement.



               3        Q.   Has the company imposed an eight day



               4   requirement?



               5        A.   Well, it has when it has reached its design



               6   criteria for the LNG facility, be 150,000, eight days



               7   and a million two in capacity.



               8        Q.   But Mr. Neale, tell me where in the testimony



               9   or where in any document the company has ever said it



              10   would only accept eight days.



              11        A.   Well, listen.  If you are trying to suggest



              12   that it's a non-price criteria, and if you are going to



              13   build a facility that's going to have eight days



              14   criteria, you then can't complain about the non-price



              15   criteria not meeting -- being only seven days and not



              16   meeting what you say is what you want.



              17        Q.   And who has complained about that?



              18        A.   Well, you have when you listed, in all your



              19   responses, the fact that they were only going to provide



              20   you seven days, as opposed to the eight days service



              21   that you were going to get out of the LNG facility.



              22        Q.   I am sorry.  I am not familiar with the



              23   location or that statement, and I think I have read more



              24   testimony than --



              25        A.   I think if you read all of the responses from
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               1   the RFPs, that will be the conclusion that you reach.



               2        Q.   Well, let's move to that, Mr. Neale, on the



               3   RFP front.  Do you understand that the company is



               4   relying exclusively on the responses to its RFPs in



               5   reaching its conclusion in this case?



               6        A.   I -- well, I can't tell.



               7        Q.   Okay.



               8        A.   I mean I'm sure management has made management



               9   decisions.



              10        Q.   So I want -- I want you to assume for the sake



              11   of argument that the company took the information from



              12   it -- that it obtained from the RFPs and then went above



              13   and beyond that and then started contacting and meeting



              14   with each party it could think about that it could



              15   identify.  Right?



              16             Do you have any reason to doubt that that's



              17   what happened?



              18        A.   I am not sure I saw that was documented.



              19        Q.   Didn't you hear Ms. Faust's testimony?



              20        A.   I would like to see it documented.  Look, I am



              21   sure --



              22        Q.   I am just -- let's just stick to my question.



              23   Do you have any evidence that the company didn't do



              24   that?



              25        A.   The only evidence I have is a lack of an RFP



                                                                        401

�













               1   specifically -- okay.  I'll go through the numbers



               2   again -- but that's --



               3        Q.   I understand --



               4        A.   -- tied to a 150,000 decatherms a day, eight



               5   days of service at 1.2 million decatherms of storage.



               6        Q.   And that doesn't answer my question so I'm



               7   going to bring you back.  My question was, do you have



               8   any evidence that the company did not go out and meet



               9   with every person that they could think about that could



              10   provide a reliability solution?  Do you have any reason



              11   to question that?



              12        A.   You may have, but there is no evidence in this



              13   forum that suggests that you did an RFP blindly for



              14   the --



              15        Q.   Mr. Neale.



              16        A.   -- service level.



              17        Q.   Mr. Neale, I need you to answer my question.



              18   You are not answering my question.  Do you know any



              19   reason to doubt -- do you have any evidence or any



              20   documents or any testimony that Ms. Faust and her team



              21   did not go out and do what she said she did?



              22        A.   What did she do?  Could you restate what she



              23   did?



              24        Q.   Sure.  My understanding from her testimony is



              25   that she sent out two RFPs and acquired the names and
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               1   interests of a number of parties.



               2        A.   Was the RFP --



               3        Q.   Okay.  Hang on.  We are going to focus on my



               4   question.  Okay.  You asked my -- you asked me to tell



               5   you what it is.  She testified that she went out, that



               6   she met with these people, that she sat down with them,



               7   and she talked with them about what they were capable of



               8   doing, and that she got their -- whatever they could do.



               9   She and her team investigated it.



              10             Do you have any reason to -- any evidence that



              11   she didn't do that?



              12        A.   I have no evidence to know whether she did or



              13   didn't.



              14        Q.   Thank you.  That's actually an answer to my



              15   question.



              16        A.   Yeah, yeah.  No, I understand.



              17        Q.   Okay.  Now let's talk about this so-called



              18   marketplace you are talking about.  Are you aware of any



              19   entity that was not considered by the company that could



              20   provide any service here to the company?



              21        A.   That necessarily isn't for me to know.  That's



              22   up to the company to know.



              23        Q.   I'm asking you --



              24        A.   I don't -- I am not a player in this



              25   marketplace.  However, the company is, and so I expect
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               1   that that is exactly what they should do.  That is what



               2   the law says they are supposed to do.



               3        Q.   What law says that they have to do?



               4        A.   The requirements to go out, find the most --



               5        Q.   There is no requirement.



               6        A.   Oh.



               7        Q.   Not for an RFP, not in this statute.



               8        A.   Let's take a step back.  They need to prove



               9   that they need the supply.  They need to prove that it's



              10   the cheapest possible cost or it's the most reasonable



              11   cost based on cost and non-price criteria.



              12        Q.   And I agree.  And so back to your point.  You



              13   are not aware, I take it then, of any resource that the



              14   company did not consider?



              15        A.   Whether I know it or not is not germane.  It's



              16   whether the company has searched that out.



              17        Q.   I understand, and I am only asking you.



              18        A.   Yeah.  I have answered.  I said I am not.



              19        Q.   Okay.  And you already testified that you



              20   didn't -- you don't dispute or have any evidence to



              21   dispute what the company says it did, right?



              22        A.   The dispute is simply that there's no



              23   documentation that shows you went out for an RFP of --



              24   surrounding this criteria.



              25        Q.   I'll come to the RFP.  I'll come to the RFP.
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               1   But you are not aware of any basis to challenge her



               2   testimony, right, on that point?



               3        A.   I only know what is in the dockets, and those



               4   responses do not seem to comport to the level of service



               5   that you now require.



               6        Q.   And you were not a participant in the



               7   communications between the company and Magnum, for



               8   example?



               9        A.   Absolutely not.



              10        Q.   So you don't know how much she discussed the



              11   amounts she needed or the number of days or the kind of



              12   facility she was looking for, do you?



              13        A.   No.  I don't.  And I also know that Magnum had



              14   an open season that you did not take advantage of.  So,



              15   and unfortunately for me, as a gas supply guy, here was



              16   a known supply source that could meet it.  They were



              17   having an open season, and the decision here has not



              18   been made, and I think it would have been prudent of you



              19   to take an advantage of going into the open season.



              20        Q.   I understand you take that position, your



              21   testimony.



              22        A.   I am just speaking from my gas supply



              23   background.



              24        Q.   I understand.  If Ms. Faust and her team had



              25   had a couple of years of discussion with Magnum about
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               1   this opportunity about what they could do, an open



               2   season wouldn't have really helped, right?  You are



               3   getting far more detailed communication and information



               4   in a one-on-one, face-to-face discussions, aren't you?



               5        A.   I am not the right guy to answer.  The right



               6   guy to answer is Mr. Holder, but in my career, I was in



               7   many open seasons, for instance, with a group known as



               8   Alberta Northeast that we finally were successful after



               9   about five permutations of receiving service in the



              10   northeast from.



              11             So these things change over time.  I don't



              12   know what Magnum may have learned or not learned from



              13   its --



              14        Q.   That's fine.  That's my point.  You don't



              15   know?



              16        A.   Right.



              17        Q.   And so you don't know whether an open season



              18   would be helpful or not, whether it would provide



              19   information that they didn't already have or not?



              20        A.   I would say it wouldn't hurt.



              21        Q.   Okay.  I appreciate that.  Let's get to our --



              22   this last.  I am going to wrap up here.  I want to talk



              23   about a couple of final issues.  As it relates to the



              24   issuance of an RFP, who, other than the parties that the



              25   company considered, would you send an RFP to in this
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               1   circumstance?



               2        A.   Like I said, I am not a -- I am not an expert



               3   in this marketplace.  I am sure your gas supply people



               4   are.



               5        Q.   Okay.  Thank you.



               6        A.   I would expect them to be.



               7        Q.   I think the last couple things I want to cover



               8   are, as I understand your position, you have a



               9   concern -- do you still have any concern about -- well,



              10   let me back up.



              11             Do you agree that there are some third party



              12   risks that come with using third party resources when



              13   you are talking about supply reliability?  In your



              14   experience, would you say that it is -- that it is, from



              15   a reliability standpoint, it's preferable to have your



              16   own, controlled own source of gas than to rely on third



              17   party?



              18        A.   Well, that is exactly what you try to document



              19   here, what the value of that risk is.



              20        Q.   I am just asking if the risk -- if you agree



              21   with the understanding that there is, from a non-cost



              22   basis, there is some consideration about the risks that



              23   come with sourcing from a third party.



              24        A.   I -- I am having a hard time figuring out what



              25   the difference in risk is.  There's risks inherent in
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               1   operating an LNG facility.  Are they any different than



               2   the risks from a third party?  I am not sure there are



               3   differences.



               4        Q.   Well --



               5        A.   I mean, I ran and operated an LNG facility.



               6   Would you like me to talk about Maxon valves failing and



               7   not being able to set up your vaporizing?  Or do you



               8   want me to go through a lot of those things?



               9        Q.   No.  I'm actually going to take you to your



              10   own testimony.



              11        A.   Okay.



              12        Q.   You agree with me that the Magnum facility has



              13   not been built, right?



              14        A.   Well, I think they may operate one other



              15   facility, but I can't remember.  I have read so much.



              16        Q.   As far as natural gas --



              17        A.   But they do not have the one that you are



              18   interested in up and running, correct.



              19        Q.   Right.  And you agree that it would require an



              20   80 to a 100 mile pipeline to connect to the system as



              21   least?



              22        A.   That is what has been bandied about.



              23        Q.   Right.



              24        A.   I can't officially say it.  That's what I have



              25   heard.
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               1        Q.   Okay.  And you actually in your testimony note



               2   that the -- one of the risks that comes with sourcing



               3   from a third party is that it's a contractual resource



               4   that is subject to interruption and force majeure



               5   events, right?



               6        A.   Absolutely.



               7        Q.   Right?



               8        A.   As well as any and all of your pipeline



               9   supply.  So you have the same risk, if you will, on all



              10   of your supplies.



              11        Q.   Except you wouldn't have that risk on LNG,



              12   would you?



              13        A.   Well, I don't know.  I don't know.  If you



              14   couldn't get the natural gas because your contracts



              15   failed, then you wouldn't have anything to liquefy.  So



              16   I mean, I don't know.



              17        Q.   Well, I am just going to focus in on one issue



              18   here.



              19        A.   Yeah.



              20        Q.   As far as force majeure events go --



              21        A.   Sure.



              22        Q.   -- you agree with me, don't you, that third



              23   party contracts generally contain force majeure clauses?



              24        A.   Sure.



              25        Q.   That exempt the provider from liability?
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               1        A.   Absolutely.



               2        Q.   Right.  And those are the kind of events we're



               3   trying to protect against here in this reliability



               4   docket, right?



               5        A.   I understand what you are trying to prevent



               6   against, and the question is, what is the relative risk



               7   between the different sources?  And what is the value of



               8   that risk?  Because you are asking the rate payers to



               9   pay this premium to absolve you of any, what you call



              10   it, risk as the LDC.



              11        Q.   And you --



              12        A.   Because LDCs take this risk every day.



              13        Q.   We just read earlier that you said that



              14   companies in this situation often turn to LNG and that



              15   it's an ideal -- you didn't use appropriate.  You said



              16   it's an ideal solution for this problem.



              17        A.   It is.



              18        Q.   Okay.



              19        A.   Well, it can be one of the two that I



              20   mentioned.



              21        Q.   Okay.



              22        A.   Right.



              23        Q.   You agree with me also, I think from hearing



              24   Mr. Holder's testimony, that this would not be a



              25   resource that is owned or controlled by the company,
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               1   correct, the Magnum resource?



               2        A.   Yes.  I have read that.



               3        Q.   Okay.



               4        A.   Heard that.



               5        Q.   And you agree and I just think I heard



               6   Mr. Holder say it would not be dedicated supply to the



               7   company, that there are going to be other customers on



               8   that system that are going to be taking gas?



               9        A.   I'm sure of it, just as any other underground



              10   storage operation.



              11        Q.   Okay.  All right.



              12        A.   I can talk about underground storage



              13   operations if you want.



              14        Q.   I don't -- I think we heard from that --



              15        A.   And reliability from them because reliability



              16   was another issue, right?



              17        Q.   That's just fine.  And finally I want to just



              18   ask you, Mr. Neale, I take it that your idea to issue an



              19   RFP or your thought to issue an RFP comes from a



              20   background where you have worked in the gas storage



              21   industry before or gas supply industry before?



              22        A.   LDC.  I ran --



              23        Q.   An LDC.  That's what I mean, sorry, for an



              24   LDC?



              25        A.   Not supply but --
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               1        Q.   Right.  Did you do an RFP for everything you



               2   did?  When you built pipe, did you do an RFP for it?



               3   Did you go out and say, "Is this really the right



               4   solution?  Should we RFP this?"



               5        A.   Any time I had to have a major supply



               6   resource, I did an RFP.  Any time we undertook the



               7   building of a -- or rebuilding, if you will, of an LNG



               8   facility, we had RFPs.



               9        Q.   Was that required by your law?



              10        A.   Absolutely.



              11        Q.   Okay.



              12        A.   Just as it is here.



              13        Q.   Where is it required by law here?



              14        A.   Well, you need to demonstrate -- so let's



              15   forget about the term RFP.  It's what you must



              16   demonstrate, that you found the least cost solution.



              17        Q.   Least reasonable cost solution, correct?



              18        A.   I would -- yeah.  I would concur with that.



              19        Q.   That's what the statute says, right?



              20        A.   And so you must take a look at cost as well as



              21   non-price criteria.



              22        Q.   Agreed.



              23        A.   And you need to do that from every potential



              24   provider.



              25        Q.   And that's precisely what the company did in
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               1   Ms. Faust's analysis, right?



               2        A.   I would suggest that that is not necessarily



               3   true because I haven't seen RFPs that went out with this



               4   level of service.



               5        Q.   Thank you, Mr. Neale.  I have no further



               6   questions.



               7        A.   Thank you.



               8             CHAIRMAN LEVAR:  Thank you, Mr. Sabin.



               9   Mr. Jetter, any redirect?



              10             MR. JETTER:  I do have a few redirect



              11   questions.



              12                     REDIRECT EXAMINATION



              13   BY MR. JETTER:



              14        Q.   Were you in the room for most of yesterday's



              15   hearing?



              16        A.   I was.



              17        Q.   And did you hear testimony from company



              18   witnesses that some of the requirements for this project



              19   are on system and company owned?



              20        A.   Yes.



              21        Q.   If, if those requirements were included in an



              22   RFP or known otherwise by the RFP bidders, would there



              23   be any purpose in bidding?



              24        A.   Well, no, you wouldn't bid.



              25        Q.   And can you imagine a scenario where you have
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               1   good faith negotiations with a third party to provide a



               2   service that couldn't meet those requirements, if you



               3   believed that those requirements were necessary?



               4        A.   No.  They wouldn't be good faith negotiations,



               5   No. 1.  But No. 2, as I think I explained, they rely on



               6   third party providers for gas supply services all the



               7   time every day, and so this isn't a change in the level



               8   of risk that they have.  It's a risk that is inherit in



               9   the industry.



              10        Q.   Thank you.



              11        A.   Let me -- because I hear it, it kind of tells



              12   me they should be drilling wells in everybody's back



              13   yards to get the gas supply on.  I find that



              14   incredulous.



              15        Q.   And is it your opinion that a narrow, focused



              16   RFP for a specific set of criteria would be one of the



              17   best ways to determine what the market out there is for



              18   this type of facility or that type of service?



              19        A.   It absolutely is.



              20        Q.   And finally, did you hear Ms. Faust's



              21   testimony yesterday that she continues to receive



              22   e-mails from potential providers?



              23        A.   Yes.



              24        Q.   Do you have any knowledge of whether those



              25   providers might be viable or not?
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               1        A.   I have no idea.  I am sure she is working hard



               2   to find alternate supplies.  I'm sure.



               3        Q.   Thank you.



               4             MR. JETTER:  Those are the only follow-up



               5   cross -- excuse me, redirect questions I have.



               6             CHAIRMAN LEVAR:  Thank you.  Any recross?



               7             MR. SABIN:  Two questions.  Excuse me.  Two



               8   questions.



               9                      RECROSS-EXAMINATION



              10   BY MR. SABIN:



              11        Q.   Mr. Neale, by virtue of the breadth of the net



              12   that the company spread to try and think of options,



              13   it's true, isn't it, the company did not impose a



              14   requirement of it being on system or being within their



              15   control?  That's simply two factors the company finds to



              16   be very important.  Isn't that a fair statement?



              17        A.   Yeah, I think that's a fair statement.



              18        Q.   Okay.



              19        A.   Yeah.



              20        Q.   Okay.  And then an RFP is not the only way to



              21   obtain market information, is it?



              22        A.   As long as it's documented, and it's for the



              23   specific level of service, of course not.



              24             MR. SABIN:  Okay.  No further questions.



              25             CHAIRMAN LEVAR:  Thank you, Mr. Sabin.
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               1   Commissioner Clark, do you have any questions for



               2   Mr. Neale?



               3             COMMISSIONER CLARK:  No questions.  Thank you.



               4             CHAIRMAN LEVAR:  Commissioner White?



               5             COMMISSIONER WHITE:  No questions, thank you.



               6             CHAIRMAN LEVAR:  Mr. Neale, you -- how



               7   familiar are you with the reasons mostly in Ms. Faust's



               8   testimony why Dominion has expressed their preference



               9   for on-system option under the company's control versus



              10   systems that are off system and not in the company's



              11   control?  Are you familiar with their asserted reasons?



              12             THE WITNESS:  Sure, I -- I have listened to



              13   exactly what they have suggested.  I mean, these force



              14   majeure issues, however many you might want to define.



              15   Because they are worried about, will this supply show



              16   up.



              17             At the end of the day, Ms. Faust is trying to



              18   serve firm customers that the supply of last resort,



              19   that supply must show up for them, must.  Otherwise,



              20   they are talking about an outage.  They can't meet -- we



              21   saw what the costs of an outage are.  I am familiar with



              22   those.  Those look reasonable to me.  So they do need to



              23   have something that is -- that they can rely on.



              24             CHAIRMAN LEVAR:  Okay.



              25             THE WITNESS:  Now, do they need, you know,
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               1   ultimate reliability, being on your system?  Or is



               2   something a hundred miles away really safe enough?  In



               3   other words, are there really more risks than they



               4   accept every day from getting pipeline gas every day?



               5             And I would say, they are no different than



               6   the risks they assume every day, and so I have a



               7   difficult time believing that they need to have



               8   something necessarily on system.  Would I agree that



               9   it's less risky?  Maybe.  But there are things that can



              10   happen with an LNG facility.



              11             CHAIRMAN LEVAR:  Let me ask my follow-up then



              12   because my first question was to set this one up.  Based



              13   on your understanding of those concerns and those



              14   preferences, do you have experience with RFPs using



              15   non-cost criteria to evaluate those or very similar



              16   concerns?



              17             THE WITNESS:  So when you make out an RFP and



              18   send it out there, and you gather all the information



              19   you can, you might gather information on the company,



              20   whether it's -- it has financial, enough backing.  You



              21   may do in-depth studies on the provider as non-cost



              22   criteria, as well as, are they on laterals?  Have they



              23   had failures on those laterals to be able to send gas?



              24             You may do a whole host of study to look at



              25   these non-price reasons for either taking the service or
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               1   not taking the service.  And you should.  You should



               2   look at the ability of every supplier to do what they



               3   say they are going to do in the RFP.



               4             CHAIRMAN LEVAR:  And have you worked with or



               5   observed RFPs using those kind of -- using those kind of



               6   criteria?



               7             THE WITNESS:  Sure.  And for instance, in



               8   pipeline supplies we went with different pipeline



               9   projects than others because we felt more sure of this,



              10   that specific project.



              11             CHAIRMAN LEVAR:  Thank you.  I appreciate



              12   those answers.  One more question.  Why are Worcester



              13   and Dorcester pronounced differently?



              14             THE WITNESS:  In New England we can only



              15   pronounce half of our alphabet.  That's really the



              16   reason.



              17             CHAIRMAN LEVAR:  Thank you for your testimony



              18   today.



              19             THE WITNESS:  My pleasure.



              20             CHAIRMAN LEVAR:  I am just trying to balance



              21   whether we move ahead or take a lunch break, and I'm



              22   probably leaning towards taking an hour break at this



              23   point.  And assuming there's nothing further from the



              24   division, Mr. Jetter?



              25             MR. JETTER:  Nothing further from the
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               1   division.



               2             CHAIRMAN LEVAR:  Okay.  Why don't we return at



               3   about one o'clock to go with the office's witnesses,



               4   remaining witnesses.  Thank you.  We're in recess.



               5             (Lunch recess from 11:49 a.m. to 12:59 p.m.)



               6             CHAIRMAN LEVAR:  Okay.  We're back on the



               7   record, and I think we're ready for the Office of



               8   Consumer Services' next witness.



               9             MR. SNARR:  Thank you.  The Office of Consumer



              10   Services would like to call Bela Vastag as a witness.



              11             CHAIRMAN LEVAR:  Good afternoon, Mr. Vastag.



              12   Do you swear to tell the truth?



              13             THE WITNESS:  I do.



              14             CHAIRMAN LEVAR:  Thank you.



              15                         BELA VASTAG,



              16   was called as a witness, and having been first duly



              17   sworn to tell the truth, testified as follows:



              18                      DIRECT EXAMINATION



              19   BY MR. SNARR:



              20        Q.   Could you please state your name for the



              21   record.



              22        A.   Bela Vastag.  Should I spell that for you?



              23   No.



              24        Q.   And where are you employed and in what



              25   capacity?
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               1        A.   I am employed as a utility analyst for the



               2   Office of Consumer Services.



               3        Q.   And in connection with your employment there,



               4   have you assumed some responsibility for, on behalf of



               5   the office to investigate and pursue the filing of



               6   testimony and exhibits in connection with this



               7   particular proceeding?



               8        A.   Yes.



               9        Q.   And did you file direct testimony on August



              10   16th, 2018, including attached exhibits?



              11        A.   Yes.



              12        Q.   And did you file rebuttal testimony on



              13   September 6th, 2018, with -- well, just testimony on



              14   September 6th, 2018?



              15        A.   Yes, I did.



              16        Q.   And did you file surrebuttal testimony on



              17   September 20th with an attached set of exhibits on



              18   September 20th?



              19        A.   Yes.



              20        Q.   And with respect to those things that you



              21   filed so far, do you adopt and affirm what you have said



              22   in that testimony?  And do you support the submission of



              23   those exhibits today?



              24        A.   Yes, I do.



              25        Q.   Thank you.
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               1             MR. SNARR:  We would ask that those exhibits



               2   identified as OCS 1D, 1.1D, OCS 1R, OCS 1S and OCS 1.1S



               3   be offered and admitted into evidence.



               4             CHAIRMAN LEVAR:  If anyone objects to that



               5   motion, please indicate to me.  I am not seeing any



               6   indication, so the motion is granted.



               7        Q.   (By Mr. Snarr)  Mr. Vastag, have you prepared



               8   a summary of your testimony for this proceeding?



               9        A.   Yes, I have.



              10        Q.   Would you please present that summary?



              11        A.   Yes.  Good afternoon.  The Office of Consumer



              12   Services recommends that the commission deny the



              13   company's request for approval of its decision to



              14   construct a liquid natural gas or LNG facility.  As



              15   required by the Utah Energy Resource Procurement Acts,



              16   the company has not met its burden of proof in



              17   demonstrating that the LNG facility will result in the



              18   lowest reasonable cost resource for retail customers or



              19   will result in the resource with the best long-term and



              20   short-term impacts, risk and reliability.



              21             The office's recommendation to deny approval



              22   of LNG facility is based on several reasons.  First, as



              23   office witness Alex Ware detailed in his testimony, the



              24   history of the company's attempts to document the need



              25   for an LNG facility in its IRPs clearly shows that the
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               1   LNG facility has been a solution in search of a problem.



               2             Not only do the IRPs fail to provide



               3   supporting evidence that can augment this current



               4   proceeding, but the company's changing rationalization



               5   in the IRPs of the need for an LNG facility does provide



               6   a very good reason to be skeptical in this proceeding.



               7   Finding a problem to justify an LNG facility that the



               8   company wants to build is a highly unusual approach to



               9   resource planning or facility investment decisions.



              10             Second, the company has not adequately defined



              11   or documented its recently claimed supply reliability



              12   problem.  The only evidence provided has been from one



              13   graph in a slide presented at the June 19th, 2018,



              14   technical conference in this docket.  It's a graph



              15   showing nomination cycle supply cuts from the past seven



              16   years.



              17             This is insufficient.  Without adequate



              18   understanding of the frequencies, magnitudes, causes and



              19   remedies of actual supply shortfalls, the most effective



              20   solutions cannot be identified and evaluated.



              21             Third, the company has not adequately explored



              22   all alternatives to provide solutions to potential



              23   supply shortfalls.  A large part of this deficiency



              24   stems from the fact that the supply reliability problem



              25   itself has not been clearly defined.
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               1             Another factor is that the utility



               2   shareholders want to see growth in corporate earnings



               3   and therefore favor resource choices that involve large



               4   investments in rate base, investments such as the



               5   construction of a very expensive LNG facility.



               6             The company sources natural gas via a large



               7   interconnected system, which offers many alternatives to



               8   provide supply reliability.  The company has not



               9   provided evidence that it has thoroughly discovered and



              10   evaluated all of these alternatives.



              11             Examples of other alternatives needing further



              12   evaluation include additional pipeline interconnections,



              13   additional city gate stations, additional backup supply



              14   contracts, additional underground storage capacity such



              15   as the Magnum facility, for example, and the use of



              16   no-notice transportation service.



              17             The office supports the division's request



              18   that the company issue a properly defined RFP to



              19   identify resource alternatives, but only if the RFP is



              20   part of a new proceeding where parties have sufficient



              21   time to evaluate the RFP process and the results.



              22             Fourth, as office witness Jerry Mierzwa



              23   testified, constructing an LNG facility for the sole



              24   purpose of providing backup supply for design day peak



              25   demand is inconsistent with observed natural gas
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               1   industry practices.



               2             Fifth, the company has not evaluated all the



               3   risks, including potential public outcry of siting an



               4   LNG plant in the densely populated Salt Lake Valley.



               5   The construction and operation of an LNG plant in this



               6   valley could be derailed by safety issues or -- and



               7   public opposition to the plant.



               8             And finally, again, for the reasons I have



               9   just stated, the office recommends that the commission



              10   deny the company's request in this proceeding for an



              11   approval to construct an LNG facility, and that



              12   concludes my statement.



              13             MR. SNARR:  Thank you.  Mr. Vastag is



              14   available for cross-examination or to respond to



              15   questions from the commission.



              16             CHAIRMAN LEVAR:  Thank you.  Mr. Jetter, do



              17   you have any questions?



              18             MR. JETTER:  I have no questions.  Thank you.



              19             CHAIRMAN LEVAR:  Thank you.  Mr. Russell?



              20             MR. RUSSELL:  No questions.  Thank you.



              21             CHAIRMAN LEVAR:  Thank you.  Mr. Sabin or Ms.



              22   Clark?



              23             MS. CLARK:  No questions.  Thank you.



              24             CHAIRMAN LEVAR:  Commissioner Clark?



              25             COMMISSIONER CLARK:  No questions.  Thank you.



                                                                        424

�













               1             CHAIRMAN LEVAR:  Commissioner White?



               2             COMMISSIONER WHITE:  Good afternoon.



               3             THE WITNESS:  Good afternoon.



               4             COMMISSIONER WHITE:  I just want to make sure



               5   I understand the office's recommendation in the context



               6   of what the division is recommending.  Is it the



               7   office's belief that there is a need but the need is not



               8   specifically defined or not defined with the appropriate



               9   level of specificity?



              10             THE WITNESS:  Right.  We agree there could be



              11   a need.  You know, reliability is extremely important.



              12   But before we can proceed to acquire solutions, first we



              13   need to define what the problem is very carefully so



              14   that solutions that we evaluate are appropriately, you



              15   know -- we know they are appropriately addressing the



              16   problem.



              17             COMMISSIONER WHITE:  That's all the questions



              18   I have.  Thank you.



              19             CHAIRMAN LEVAR:  Thank you.  I do not have any



              20   additional questions.  So thank you for your testimony



              21   today, Mr. Vastag.  Mr. Snarr?



              22             MR. SNARR:  Thank you.  The office would like



              23   to next call Mr. Alex Ware as a witness.



              24             CHAIRMAN LEVAR:  Mr. Ware, do you swear to



              25   tell the truth?
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               1             THE WITNESS:  I do.



               2             CHAIRMAN LEVAR:  Thank you.



               3                          ALEX WARE,



               4   was called as a witness, and having been first duly



               5   sworn to tell the truth, testified as follows:



               6                      DIRECT EXAMINATION



               7   BY MR. SNARR:



               8        Q.   Would you please state your name for the



               9   record.



              10        A.   My name is Alex Ware.



              11        Q.   And could you please tell us where you work



              12   and in what capacity?



              13        A.   I work for the Offices of Consumer Services as



              14   a utility analyst.



              15        Q.   How long have you worked for the office?



              16        A.   Less than a year.



              17        Q.   And could you give us a thumbnail as to what



              18   your prior background was?



              19        A.   Prior background, I have a bachelor's degree



              20   from the University of Utah in economics, master's



              21   degree in public policy.  I worked for six years with



              22   the office of the legislative auditor general doing



              23   compliance, financial, investigative audits, and



              24   reported those to the audit subcommittee.



              25        Q.   In connection with this proceeding, have you
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               1   focused on and prepared testimony for submission in this



               2   proceeding on certain issues?



               3        A.   Yes, I did.



               4        Q.   And did you file direct testimony on August



               5   16th, 2018, on behalf of the office?



               6        A.   Yes, that's correct.



               7        Q.   And if you were asked those same questions



               8   today, would your answers be the same as reflected in



               9   what has been filed?



              10        A.   Yes, they would.



              11        Q.   And you adopt that testimony here today?



              12        A.   I do.



              13             MR. SNARR:  We'd like to ask for the admission



              14   of OCS-3D, the testimony of Alex Ware filed on August



              15   16, 2018.



              16             CHAIRMAN LEVAR:  If any party objects to that,



              17   please indicate to me.  I am not seeing any objection,



              18   so the motion is granted.



              19             MR. SNARR:  Thank you.



              20        Q.   (By Mr. Snarr) Have you prepared a summary of



              21   your filed testimony?



              22        A.   Yes.



              23        Q.   Would you present that please?



              24        A.   Yes.  After review of the company's 2014



              25   through 2018 integrated resource plans or IRPs, the
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               1   office has concluded that Dominion Energy Utah, DEU, did



               2   not utilize the planning process as intended to fully



               3   document and analyze its need for liquefied natural gas



               4   or LNG facility due to its claimed service reliability



               5   concerns.



               6             Instead, the regulatory record shows years of



               7   the company considering an LNG facility to address a



               8   shifting rationale of need.  The LNG facility was first



               9   introduced in the 2014 IRP as a potential peak shaving



              10   alternative to the existing aquifer storage facilities.



              11   The 2015 IRP further evaluated the LNG for peak shaving



              12   but determined that LNG was much more costly and less



              13   flexible than the aquifers.  And the company stated that



              14   they would not pursue the LNG facility at that time.



              15             Then the next year in 2016, in that IRP the



              16   proposed LNG facility was proposed again for peak hour



              17   -- as a solution to peak hour demand.  The 2017 IRP



              18   claimed that LNG would be a long-term solution for peak



              19   hour demand but could also provide reliability benefits.



              20             Most recently, in the current case that's



              21   still open for the 2018 IRP, that IRP states that the



              22   LNG is not the best solution for peak hour demand, but



              23   instead is needed only for supply reliability; or in



              24   other words, needed as a backup supply in case of supply



              25   shortfalls on a design peak day.
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               1             It is appropriate to be skeptical of the



               2   company's claimed need for an LNG facility in light of



               3   the shifting rationalization.  In addition, in the IRP



               4   years DEU has been considering an LNG facility, the



               5   company did not provide sufficient information or



               6   analyses as required by the IRP guidelines.  Instead,



               7   DEU simply provided general descriptions of potential



               8   uses for LNG in those filings.



               9             If DEU had presented relevant analysis in



              10   those IRPs, it could have used that as evidence to



              11   support the current request to construct an LNG



              12   facility.  Since the regulatory history does not support



              13   the need for an LNG facility, the commission must rely



              14   solely on the evidence provided in this case in this



              15   docket, which the office's other witnesses have



              16   demonstrated is insufficient.



              17             The lack of relevant analyses in the IRPs



              18   related to the proposed LNG facility suggests a lack of



              19   an orderly and advanced planning process.  That



              20   concludes my summary.



              21             MR. SNARR:  We offer Mr. Alex Ware for



              22   cross-examination or to respond to commission questions.



              23             CHAIRMAN LEVAR:  Thank you, Mr. Snarr.



              24   Mr. Jetter, do you have any questions?



              25             MR. JETTER:  I have no questions.  Thank you.
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               1             CHAIRMAN LEVAR:  Mr. Russell?



               2             MR. RUSSELL:  No questions.  Thank you.



               3             CHAIRMAN LEVAR:  Mr. Sabin or Ms. Clark?



               4             MS. CLARK:  No questions.  Thank you.



               5             CHAIRMAN LEVAR:  Commissioner Clark?



               6             COMMISSIONER CLARK:  No questions.  Thank you.



               7             CHAIRMAN LEVAR:  Commissioner White?



               8             COMMISSIONER WHITE:  No questions, thank you.



               9             CHAIRMAN LEVAR:  And I don't have any others.



              10   So thank you for your testimony this afternoon,



              11   Mr. Ware.  Anything further from the office?



              12             MR. SNARR:  Nothing further.



              13             CHAIRMAN LEVAR:  Anything further from any



              14   party?



              15             MR. SABIN:  We would like to have the



              16   opportunity to have a closing statement, if the



              17   commission is willing to consider that.  We don't think



              18   briefing is necessary, but because of the importance of



              19   this consideration and some of the matters that were



              20   raised on intervenor testimony that we are not able to



              21   address in cross-examination, we would love to summarize



              22   those issues for the commission, if you are -- if you



              23   are interested and willing to have that happen.



              24             CHAIRMAN LEVAR:  So you are speak -- you are



              25   talking about doing that this afternoon or right now?
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               1             MR. SABIN:  Whenever the commission wants to



               2   do that.



               3             CHAIRMAN LEVAR:  And you don't -- you are



               4   ready to go?



               5             MR. SABIN:  I am ready to go.



               6             CHAIRMAN LEVAR:  Okay.  Anyone else have a



               7   position on this, whether you are interested in doing



               8   such, whether you have a position on Dominion's interest



               9   themselves in providing a closing statement?



              10   Mr. Jetter?



              11             MR. JETTER:  I haven't prepared a closing



              12   statement, but I don't have an objection to doing so.



              13             CHAIRMAN LEVAR:  Okay.  Any other thoughts,



              14   Mr. Snarr?



              15             MR. SNARR:  Always willing to participate.



              16   I'm not sure what we're going to illuminate that wasn't



              17   illuminated in cross-examination.  If it didn't get



              18   covered in cross-examination, then I think we're really



              19   reaching and stretching for things that go well beyond



              20   the heart of the record here.  Happy to participate in



              21   whatever you decide to do.



              22             CHAIRMAN LEVAR:  Okay.  Thank you, Mr. Snarr.



              23   Any other -- any additional thoughts, Mr. Russell?



              24             MR. RUSSELL:  UAE doesn't object, although we



              25   don't have a closing statement here and probably won't
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               1   participate in it, unless something gets said that was



               2   not said during testimony.  I know Mr. Dodge isn't here,



               3   and he was the one here representing Magnum, and I don't



               4   know whether they would have an interest.  I suppose I



               5   could try to communicate with him if the commission is



               6   interested in hearing from Magnum on that.



               7             CHAIRMAN LEVAR:  Yeah.  I am not -- I'm trying



               8   to think about the best way to go forward.  We -- I



               9   mean, generally we are not inclined to deny any party's



              10   desire to provide statements at the end, and always



              11   subject to objection if another party feels like



              12   something isn't appropriate for a closing statement.



              13             If we're going to just go ahead and move ahead



              14   with those now, I'm not sure the best way to handle



              15   Magnum because I don't think Mr. Dodge would be



              16   available in the time frame we're talking about, and



              17   that simply may just be a consequence of timing.



              18             MR. RUSSELL:  Sure.



              19             CHAIRMAN LEVAR:  So I guess I'll say, feel



              20   free to try to communicate however you wish, but I think



              21   we're probably inclined to go ahead and move forward.



              22             MR. RUSSELL:  Understood.



              23             CHAIRMAN LEVAR:  I did have a question I



              24   wanted to pose to the counsel.  It's a minor, ancillary



              25   question to this, but I was going to get counsel's
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               1   thoughts.  And maybe before we do this, I'll just pose



               2   the question, and maybe it's not worth addressing.



               3             But in some of the testimony there was



               4   discussion of an ancillary benefit related to serving



               5   remote communities.  There's been legislation this year,



               6   but there has not yet been any commission action or



               7   actions interpreting or implementing that statutory



               8   change.



               9             So it seems to me our consideration could run



              10   the gamut of, we haven't looked at that issue yet; it's



              11   not relevant to this proceeding; to the possibility that



              12   dollars not spent on this LNG facility could just be



              13   spent on pipe to remote communities.



              14             Do we have enough to even consider that as



              15   part of this docket?  So if any of the counsel have any



              16   interest in addressing that issue, I am asking the



              17   question and not necessarily expecting answers.  I



              18   apologize if that's throwing an issue out there in the



              19   last minute.  But anyone who wants to address that, feel



              20   free to do so.



              21             And I think with that, do you want to start



              22   with a closing statement?



              23             MR. SABIN:  Do you want me to address that



              24   first or do you want to have that discussion first?  Or



              25   do you want me to put it in part of the closing
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               1   statement?



               2             CHAIRMAN LEVAR:  I'm throwing that out as an



               3   invitation more than a request.



               4             MR. SABIN:  Okay.



               5             CHAIRMAN LEVAR:  I don't know it really makes



               6   any difference.



               7             MR. SABIN:  I love invitations.  That's okay.



               8   Well, let me just spend a couple of -- I don't think



               9   that will -- I hadn't given thought to that specific



              10   question, I'll confess.



              11             But I do think that the statute that we're



              12   dealing with in this proceeding under -- and I am



              13   looking at 54-17-402, 3, Romanette 6.  And the reason I



              14   am looking at that is, this proceeding allows the



              15   commission -- it gives you some degree of discretion.



              16             And it says you're able to consider other



              17   factors determined by the commission to be relevant.  So



              18   I think the decision about whether you take into account



              19   that factor or not is left up to you to determine



              20   whether you think it's yet relevant or not because of



              21   legislation or otherwise.



              22             I think from the company's perspective, the



              23   point the company is making is just that there are



              24   ancillary benefits that we can foresee at this point,



              25   irrespective of the existence of legislation, and that
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               1   those ancillary benefits would -- that there's



               2   flexibility in this facility that would allow those



               3   ancillary benefits to be pursued if the commission



               4   determined that that was an appropriate way to address



               5   the gas needs of these kind of satellite communities.



               6             So I, I guess, Mr. Chair, all I would say to



               7   your question is -- or invitation is, I think it's left



               8   to you to determine whether it's relevant.  We certainly



               9   think it's relevant.  That's why we had a witness



              10   testify about it.  That's why we presented it in the



              11   technical conference and talked about the costs of



              12   serving those communities through pipe.



              13             And you will recall that in the IRP -- or not



              14   the IRP, in the technical conference slide, there was a



              15   slide that compared the cost of sending pipe to those



              16   communities versus having them be served until economics



              17   justify it by -- with an LNG resource.  So that's all I



              18   would say on that point.



              19             CHAIRMAN LEVAR:  Okay.  Thank you and before



              20   we go to closing statements, let me just turn to my



              21   colleagues here.  Any other comments before we move into



              22   closing statements, Commissioner Clark?



              23             COMMISSIONER CLARK:  Not from me.



              24             CHAIRMAN LEVAR:  Commissioner White?



              25             COMMISSIONER WHITE:  No comments.  Thank you.



                                                                        435

�













               1             CHAIRMAN LEVAR:  Okay.  Mr. Sabin.



               2             MR. SABIN:  Well, I would make just a few



               3   points, and the reason I think we're interested in this



               4   is I -- sometimes we get so buried in the weeds of these



               5   matters that we forget what we're really looking at.



               6   And I wanted to focus on some of the bigger issues that



               7   I think are worthy of your consideration.  And you know,



               8   I always feel bad when I see the amount of material that



               9   is submitted for your consideration, knowing that this



              10   is one of a number of many dockets on your schedule.



              11             But first I think there really isn't any



              12   question about the need here.  You have heard from --



              13   you have heard from several expert witnesses brought in



              14   who, both Mr. Paskett, Mr. Neale, that they agree that



              15   this kind of reliability solution is appropriate, that



              16   it's needed, that having reviewed the historical



              17   circumstances that the company has highlighted in its



              18   testimony and the risk that's associated with getting it



              19   wrong, they have agreed that there is a need here.



              20             And the company certainly takes that position,



              21   took it in its testimony.  Having done its own internal



              22   experts analysis, it's determined that it feels that



              23   there is a need here, and that without it, it's exposed,



              24   that there is vulnerabilities in its system, that the



              25   hundred percent reliance on third party contract sources
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               1   is, while helpful and necessary for many purposes,



               2   leaves it exposed from a reliability perspective to some



               3   of the risks we have highlighted.



               4             So I don't think that that's a real question.



               5   I know there's some people who will disagree with me on



               6   that, but I just don't see any evidence.  And you have



               7   heard from some very smart people here who have all said



               8   there is a need.



               9             So the second point I want to make is, I think



              10   then if there is a need, then the statute's question to



              11   you and to us is to -- is to demonstrate whether the



              12   company's decision to select an LNG facility is --



              13   whether that's in the public interest.  And you are



              14   given a number of factors to consider including that



              15   catch-all category to say, other factors you determine



              16   to be relevant.



              17             And I just want to talk about a few -- those



              18   factors briefly.  The first factor that we have talked



              19   to you about today is reliability, and again, I don't



              20   think it's been seriously contested by anybody that the



              21   LNG facility is by and away the most reliable solution.



              22   It's not subject to the same risks.  Everyone agrees



              23   that it's, being on system, located where it would be,



              24   would provide the kind of reliability solution the



              25   company is after.
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               1             It's not subject to third party contracts.



               2   It's not subject to other customer needs.  In fact, it



               3   would be dedicated to the residents of Utah, and in



               4   particular those residents whose gas reliability would



               5   be impacted in the event of a -- of a, you know, natural



               6   disaster or slide or freeze-off or any of these things



               7   we have talked about.  I just don't think there is any



               8   question that we're talking about the best reliability



               9   solution that is on the table.



              10             And why is that important?  Because I think



              11   you need to judge the application in the context of the



              12   purpose that's attempted to be -- the purpose that's



              13   being served here, that the company is trying to serve.



              14   And that purpose here is, we're looking for a



              15   reliability solution.  We're not looking for gas supply



              16   in large terms.  We're looking at a reliability



              17   solution.



              18             So when we think about what factors are most



              19   important here, I would submit that reliability either



              20   is at the very top or very close to the top because when



              21   you are looking at a reliability solution, you are



              22   obviously placing a lot of emphasis on the one that



              23   gives you the most reliability.  And I don't think



              24   that's seriously contested here.



              25             I think the next issue that's in the statute
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               1   is, deals with risk.  I think it's been made clear



               2   through testimony that it's not LNG -- the LNG facility



               3   would not be subject to the same risks.  It



               4   fundamentally concerns me to think that if you have a



               5   hundred percent of your supply coming from various



               6   sources that are all kind of in this area where there's



               7   freeze-offs and gas supply problems, that we ought to



               8   double down and use that as a reliability resource.



               9             That's essentially saying, we acknowledge that



              10   there are these risks that we are currently experiencing



              11   on these very resources and that for reliability, we



              12   will then look to those resources as our reliability



              13   solution.  That seems to me to be flawed thinking.



              14             And I, had my client said to me that that's



              15   what they wanted to do, I would have said, well, help me



              16   understand how that helps your reliability.  You are



              17   just getting more gas from the same straw.  You know,



              18   you have got a finite amount you can push through that,



              19   and if there's a disruption, having more resource



              20   upstream is not really going to solve the problem.



              21             What we have talked about here are the other



              22   solutions the company considered.  They are exposed to



              23   other contract -- to contract limitations.  They are



              24   subject to control and other customer interference or



              25   customer need.  They are subject to force majeure
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               1   problems, including freeze-offs and landslides and



               2   earthquakes and fires.



               3             And we have just had a fire recently that, you



               4   know, kept our people up for many hours trying to figure



               5   out how to make sure a gas -- you know, people of Nephi



               6   ran out of -- they didn't have gas.  Well, that's a



               7   situation we don't want to find ourselves in.



               8             You know, those sources are not dedicated to



               9   the residents of Utah.  They are dedicated only to the



              10   extent of a contract.  And they are dedicated only to



              11   the extent of a contract with exclusions in a contract.



              12             Then when we talk about the next factor,



              13   cost -- I guess I should say, so from a risk standpoint,



              14   I just haven't heard anybody say anything other than the



              15   least risky option is LNG.  It doesn't present the kind



              16   of -- nobody is saying there is no risk.  But I think



              17   what you are hearing is, it presents a completely



              18   different portfolio of risks and far less of those risks



              19   than other sources do.



              20             The next factor relative to cost is, and we've



              21   -- the company has been very up-front in its filings



              22   about the costs associated with each of the options.



              23   It's included -- I don't know if it's 40, or 30, 40 page



              24   analysis of the different options.  And included in that



              25   are the costs.
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               1             That's been supplemented throughout this



               2   proceeding, and others have submitted testimony about



               3   the costs of other options.  That information is before



               4   you, and nobody is suggesting that the costs will change



               5   or that there is some difference that we need to be



               6   thinking about in the future that you -- isn't before



               7   you.



               8             The company has demonstrated that while it's



               9   not the cheapest conclusion, it is the best, least cost



              10   solution for the problem.  And again we focus on the



              11   problem.



              12             I lastly want to just deal with this question



              13   of an RFP because I think it's dominated a lot of the



              14   discussion and a lot of the questions, and I don't think



              15   that's inappropriate.  I think that's fine.  And I --



              16   but I think we need to clarify what was done here.  What



              17   does an RFP do?



              18             Well, it's clear from this proceeding that an



              19   RFP is -- what that means is in the eye of the beholder



              20   a little bit.  Could the company have sent out an RFP



              21   and said, "We'd like to send in an RFP for, you know,



              22   on-system LNG solutions."  And we -- I suspect we would



              23   have been here, and everybody would have said, "Well,



              24   that's far too narrow."



              25             So what did the company elect to do?  The
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               1   company elected to do an all-hands-on-deck, we're going



               2   to look at every single option that's within the



               3   reasonable thinking of the company.  And who were we



               4   talking about?  We are talking about gas supply at



               5   Dominion Energy Utah.  These people do this every day.



               6   They know who they -- to talk to.  They know who



               7   provides gas supply solutions because they deal with



               8   that all the time.



               9             So they cast this wide net, and I, personally



              10   think that it's -- to me that seems like that the



              11   justification for doing that is to come in and be able



              12   to say to you, we didn't overly narrow the analysis.  We



              13   kept it deliberately broad.  Why?  Because then we could



              14   come in and say to you, "Here are the 15 or 20 options



              15   that realistically could be pursued."



              16             And some of them are easy to reject out of



              17   hand, but you have before you the testimony of the



              18   company with a substantial amount of paper showing the



              19   procedures they went through, the factors they



              20   considered on every one of these, and it's an extensive



              21   analysis that assessed all the options.



              22             Significantly, no party -- and you have heard



              23   us ask the question of every witness.  No party has been



              24   able to identify any option that wasn't considered.



              25   None.  Now, that to me is a remarkable outcome because
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               1   you would say, "Well, the reason we do an RFP is, there



               2   might be somebody out there who has a solution."



               3             Nobody's come forward.  Nobody's intervened.



               4   Our people haven't been able to identify anybody, and so



               5   you say to yourself, if I am going to send an RFP out,



               6   aren't I just going to be sending it to the same people



               7   who have come before you and put information before you?



               8             The company submits that the evaluation



               9   process it undertook was comprehensive, that it looked



              10   at every one of the factors in the statute, together



              11   with a whole bunch of other factors that we have



              12   communicated to you in this proceeding.  The company



              13   then ran it through a decision matrix, which has been



              14   submitted to you as part of the filings in this case.



              15             I submit that a public utility that goes



              16   through this process, that has its own expertise and



              17   that essentially is unrefuted that there is additional



              18   options that are out there that it didn't consider, that



              19   it ought to be able to make these kinds of



              20   recommendations and decisions based upon those factors



              21   that it deems to be most important.  And it has done



              22   that and submitted to you a recommendation.



              23             A lot of discussion has been brought up about



              24   Magnum, whether Magnum was fairly included in the



              25   process or whether it got adequate information.  Here is
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               1   the point I wanted to make on cross with regard to that.



               2   If you read Ms. Faust's testimony, or you read the



               3   remaining testimony of the company, what you will find



               4   in there is that the company spent two years talking



               5   with these people.



               6             They sent engineers down there.  Mr. Holder



               7   admitted that there were, quote, numerous discussions



               8   with the company.  And we're led to believe that if you



               9   had some sort of more tailored RFP, that that process



              10   would be vastly different.  Well, let's really think



              11   about it.  Would it be different, or would we just be



              12   coming back to you saying the same things?



              13             What would be different?  Magnum's facility



              14   would still be located where it's located.  It would



              15   still have to connect up to the company's system using



              16   an 80 to a 100 at least mile pipeline.  You are still



              17   going to have the contract risks that you have with



              18   every third party resource.  That's not going to change.



              19             I can't imagine that Magnum will come in here



              20   and say to you, "We will waive all force majeure



              21   exclusions in our contract," particularly where they



              22   filed -- where they are going to have a FERC tariff,



              23   just like every other third party provider does.



              24             We're not to change the delivery lo -- I mean



              25   we vetted three different delivery locations with them.
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               1   We vetted -- we asked for engineering papers and didn't



               2   receive it.  We asked for cost information, and we



               3   didn't receive it.  We asked for information to do the



               4   due diligence to figure out if it's a viable entity.



               5             And you read in our testimony that there is



               6   some question by the company about the viability of this



               7   project.  It's been approved in 2011, and here we are in



               8   2018, and there's no natural gas resource coming out of



               9   that facility.  Why?  I don't know.  But I know that



              10   that causes me great concern, and I think it's fair for



              11   the company to think about that.



              12             So what will change if you go and you have a



              13   new process?  Well, what will change is, you will delay



              14   the process by a significant amount of time, when the



              15   company has already invested this amount of time to get



              16   to this point.  And what you will do is, you will have



              17   the parties submitting to you another round of testimony



              18   or two rounds of testimony that I suspect will look very



              19   much like it does here because many of the points that



              20   are being made will be identical.



              21             What we're looking for is a reliability



              22   solution that provides instantaneous gas to the demand



              23   center of the system.  That's never changed and was



              24   discussed in detail with Magnum.  The suggestion that



              25   they didn't know that we were looking for a reliability
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               1   solution, even in and of itself, a reliability solution,



               2   to me is pretty remarkable, given the number of



               3   discussions that went back and forth.  It was absolutely



               4   discussed.



               5             So where does that leave us?  Well, I think



               6   the decision before this commission should be, taken as



               7   a whole, what the company has done here, is it adequate



               8   to provide the kind of information you would get in an



               9   RFP if you could do one?  I frankly don't know how you



              10   would structure an RFP in this circumstance.



              11             RFPs -- and I am with Commissioner White.  I



              12   see them most often in the power side of things, and you



              13   usually see them where you are dealing with a very



              14   commoditized situation or you are dealing with a



              15   uniformity in the options that can be provided.  You



              16   don't often see them in circumstances where you are



              17   putting up -- you are asking for solutions.  That just



              18   doesn't seem to lend itself very well for -- in part



              19   because how do you compare the cost, non-cost attributes



              20   in an RFP?  How do you assess those?  Kind of



              21   information you get.



              22             What you have here is, the company went and



              23   did a robust process where they dug as deep as they



              24   possibly could with every option.  In some cases, like



              25   Magnum, where they don't want to disclose some
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               1   information, dipping can only go so deep because they



               2   don't want to disclose it.  And but the company did



               3   everything within its power to do what it can.



               4             In closing, I just want you to know, we submit



               5   that this process, we think, has been very extensive.



               6   People have had more than adequate time to consider the



               7   company's filings and the options.  It's been discussed



               8   since June of 2017 at least with regulators.  And the



               9   company's been doing everything within its power to



              10   figure out the right solution.



              11             And we submit that we not only met the burden



              12   but that the factors that are in the statute weigh



              13   heavily in favor of an LNG facility.  With that, I'll



              14   conclude unless there are any questions.



              15             CHAIRMAN LEVAR:  Commissioner Clark, any



              16   questions?



              17             COMMISSIONER CLARK:  No questions.  Thank you.



              18             CHAIRMAN LEVAR:  Commissioner White?



              19             COMMISSIONER WHITE:  No questions.  Thank you.



              20             CHAIRMAN LEVAR:  I don't think I have any



              21   either, so thank you, Mr. Sabin.  Mr. Jetter?



              22             MR. JETTER:  Thank you.  I think the theme of



              23   the division's position in this case and what it has



              24   been throughout is simply the reality that there's a lot



              25   of things we don't know.  And it's the company's burden
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               1   when seeking, particularly in this case, preapproval of



               2   costs for a major resource to answer a lot of these



               3   questions.



               4             And the first is the RFP.  The reality is the



               5   company has essentially represented that it apparently



               6   knows everybody who might participate and has already



               7   discussed it with them, which clearly is inconsistent



               8   with its own witness's testimony.  For example,



               9   Ms. Faust has testified that she receives e-mails from



              10   solicitations wanting to be involved or asking questions



              11   about a potential LNG facility.



              12             We don't know what those are.  We don't know



              13   if those companies would participate in an RFP were it



              14   issued.  We simply don't know if there are other outside



              15   parties that we don't know about.



              16             Presumably, these RFP are published in some



              17   type of industry publication where these people would



              18   learn about them.  I think the claim that only those who



              19   we know of and will direct an RFP paperwork to would be



              20   the only people who might respond, I don't know that



              21   that's accurate.



              22             In addition, we don't know of those who may



              23   have seen the initial RFPs and did not respond who might



              24   respond to the new proposal, which seems to be



              25   substantially different from what the two early RFPs
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               1   included.



               2             Importantly to that respect, the company has



               3   testified that some of the critical requirements are on



               4   system and company owned and controlled.  And if those



               5   are the requirements, then the company's probably right.



               6   There's no point in doing anything further.  There's



               7   only one entity that can come up with a competitive bid



               8   for its own RFP that requires that it essentially owns



               9   the project.



              10             It might do an RFP for the construction of it,



              11   but outside of that, that's the only option.  And if we



              12   accept that as a requirement, I think we are sort of



              13   throwing the least reasonable cost requirement out the



              14   window because, as you heard the company's witnesses



              15   testify, even if it were free, they may not accept it.



              16             How that factors into a least reasonable cost,



              17   I'm not sure.  But from our position, a free resource



              18   that would solve 99 percent of this problem would sure



              19   look a lot better than -- in a cost versus reliability



              20   weighting, that would look better than a hundred percent



              21   of the LNG's reliability at 200 plus million dollars.



              22             I think there's been some description of an



              23   LNG facility as being substantially better in a risk



              24   analysis than alternative options, and I think that



              25   needs to be put in a little bit better perspective here.
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               1   On a design peak day the company is relying on somewhere



               2   in the range of 800,000 decatherms of spot purchases,



               3   meaning I believe in that exhibit that's one year under



               4   contracts.  And that's providing in the range of 60



               5   percent of all of the gas flow on that day.



               6             An LNG facility can solve a little bit of a



               7   bubble in the supply shortfall.  It certainly is not on



               8   the scale that it would continue to provide adequate



               9   pressures in something like a major supply failure from



              10   a pipeline rupture, for example.



              11             I think we have heard testimony that Kern



              12   River's pipeline, if it were entirely severed, would not



              13   be able to be made up by the LNG facility.  So we're not



              14   getting anywhere close to zero risk.  I think what we're



              15   doing is, we're reducing risk from some level to some



              16   lower level at a cost.



              17             And doing it from that perspective, other



              18   projects that may offer risk reduction at a lower cost



              19   might be a better balance.  The problem is, again, that



              20   we don't know what those are because we haven't had an



              21   RFP that would take bids on an apples-to-apples basis to



              22   see what other types of projects might be comparable in



              23   output and comparable in risk management.



              24             And just to give an easy example of this, if



              25   you had a project that could provide ten days instead of
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               1   eight, I don't know what the probabilities of going into



               2   the ninth day of a shortfall of 150 decatherms is.  But



               3   that may be a greater probability than a freeze-off at a



               4   wellhead for an underground storage facility, for



               5   example.



               6             I don't know how to compare those



               7   probabilities.  I don't think we have testimony on it.



               8   We don't have anything in front of us to compare those



               9   two.  And I think you have also heard testimony from the



              10   division's own witnesses that the LNG facility, as far



              11   as the engineering of it, appears to be a reasonable



              12   facility in terms of, it should be able to provide the



              13   capacity that it is suggested by the company.



              14             I don't think the division would suggest that



              15   LNG facilities are bad or should not be on systems



              16   generally.  I think it's the process that we've gone



              17   through to get here that's troubling to us.  And in



              18   order to meet all of the requirements of evaluating risk



              19   and reliability and financial impacts, we really need



              20   something like an RFP that would allow bidders to



              21   compare and compete on an equal playing field so we can



              22   compare what else is available in the market.



              23             I think that concludes my closing statement.



              24   If you have questions, I'm happy to answer them.



              25             CHAIRMAN LEVAR:  Thank you, Mr. Jetter.
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               1   Commissioner White, any questions?



               2             COMMISSIONER WHITE:  No questions.  Thank you.



               3             CHAIRMAN LEVAR:  Commissioner Clark?



               4             COMMISSIONER CLARK:  No questions, thanks.



               5             CHAIRMAN LEVAR:  I do not either.  Thank you



               6   for your statement.  Mr. Snarr, do you want to add



               7   anything?



               8             MR. SNARR:  Be happy to provide our closing



               9   statement right now.



              10             CHAIRMAN LEVAR:  Sure.



              11             MR. SNARR:  Officer of Consumer Services



              12   recommends that the commission deny the company's



              13   request for approval of its decision to construct a



              14   liquid natural gas or LNG facility.  As required by the



              15   Utah Energy Resource Procurement Act, the company has



              16   not met its burden of proof in demonstrating that such a



              17   facility will result in reasonable cost -- the lowest



              18   reasonable cost resource for retail customers or result



              19   in the resource with the best long-term and short-term



              20   impacts and risk and reliability.



              21             The company has been in search of a problem to



              22   justify its proposed LNG facility.  In connection with



              23   that, the company has really not adequately defined or



              24   documented its recent claims of supply reliability.  The



              25   only outages that have occurred have been related to
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               1   situations where there's been minor equipment failures



               2   and are not gas supply related.  The company has



               3   admitted that for those five different outages, the LNG



               4   facility that was proposed would not have cured those



               5   situations.



               6             While cocounsel suggested there's a lot of



               7   things we don't know, I'd like to focus on the things



               8   that we do know.  With respect to supply shortfalls,



               9   there's been a document presented in this proceeding



              10   that indicates for a period of seven years there's been



              11   95 different instances of possible shortfall.



              12             And none of those resulted in outages.  Those



              13   shortfalls were all resolved with the different



              14   connections and opportunities for the company to use



              15   some of its diverse and redundant facilities.



              16             And that didn't even include an analysis of



              17   what was occurring on the other pipeline that supplies



              18   the distribution system, Kern River.  That particular



              19   slide really focused on just the instances of issues and



              20   problems that have occurred with Questar Pipeline.



              21             That evidence is really insufficient to show



              22   that there is a gas supply reliability issue that needs



              23   to be solved.  Without better understanding the



              24   frequencies, magnitudes and causes of -- or remedies of



              25   possible supply shortfalls, we're really scrambling to
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               1   try to figure out what the solutions might be.



               2             And it may not be the 150,000 LNG facility



               3   that's online with certain deliverability for eight



               4   days.  That just is a solution looking for



               5   justification.



               6             Let me recount some of the additional



               7   information about the supply shortfalls here.  There's



               8   never been outages along the Wasatch Front.  All those



               9   possible shortfalls or threats have been resolved.  The



              10   evidence presented doesn't prove a relationship between



              11   shortfalls and cold weather.  To put it another way,



              12   Dominion has never met a shortfall it didn't like or



              13   couldn't solve.



              14             Also, the last design day to occur on the



              15   Dominion system occurred 55 years ago.  They have done



              16   an admirable job of setting up the design day criteria,



              17   but with that criteria, Dominion has minimized its gas



              18   supply risks, and through its own design day planning



              19   and through the use of its various upstream supply



              20   alternatives, it's been able to respond and resolve any



              21   threats to their system.



              22             The company also is uniquely situated with



              23   five major city gates connected to the Questar Pipeline



              24   and two additional interconnections that serve the



              25   Wasatch Front from Kern River.  It has plans to add
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               1   another interconnection at Rose Park with Kern River.



               2             It could also upgrade its own facilities tied



               3   to Kern River at Eagle Mountain and Saratoga to better



               4   provide redundancy and pressure support to its own



               5   system and own high pressure feeder system.  It could



               6   also address issues along the Wasatch Front with an



               7   additional interconnect at Ruby pipeline.



               8             The company's sources of natural gas come from



               9   a very large geographic area, interconnected system, an



              10   interconnected system, which offers many alternatives to



              11   provide gas supply and ensure reliability.  There are



              12   numerous wells that are accessed, too many to count or



              13   to document here, accessing supply basins in fields that



              14   are strewn all around the Rocky Mountains and



              15   opportunities through that gas supply network to even



              16   spread the diversity of supply to further reaches and



              17   other locations.



              18             Even processing plants are numerous and



              19   provide a certain diversity and redundancy of gas supply



              20   upstream facilities.



              21             The company has not really thoroughly analyzed



              22   through evidence what it could do to respond to



              23   shortfall situations through the use of this extensive



              24   network of upstream facilities.  It's in a very



              25   different situation when it has seven current pipeline
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               1   interconnections that could easily be expanded to



               2   include a total of 11 if you look at Rose Park and Ruby



               3   connection and upgrading Eagle mountain and Saratoga.



               4             That puts this particular LDC in a very



               5   different position than the situation that Southwest Gas



               6   was in when it incurred its problems in Tucson.



               7             Constructing an LNG facility for the sole



               8   purpose of providing backup supply for design day peak



               9   demand is inconsistent with observed natural gas



              10   practices.  They are not talking about putting the LNG



              11   facility in the supply stack, but merely holding it over



              12   here in case something doesn't show up from the supply



              13   stack that they carefully planned for to meet their



              14   design day needs.



              15             In light of the state of the record and the



              16   evidence in this case, we feel that they have failed to



              17   meet their burden of proof to demonstrate that the LNG



              18   facility is necessary, and that there has been a history



              19   of working through the challenges of gas supply



              20   shortfall that are -- that demonstrates they have the



              21   ability to secure their system, secure gas supply, and



              22   not unduly threaten the service that they provide to the



              23   public.  And we would submit it on that basis.



              24             CHAIRMAN LEVAR:  Thank you, Mr. Snarr.



              25   Commissioner Clark, do you have any questions?
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               1             MR. JETTER:  No questions.



               2             CHAIRMAN LEVAR:  Commissioner White?



               3             COMMISSIONER WHITE:  No questions.  Thank you.



               4             CHAIRMAN LEVAR:  I don't either.  Thank you



               5   for your statement.  Mr. Russell, did you want to add



               6   anything?



               7             MR. RUSSELL:  Nothing on behalf of UAE.  Thank



               8   you.



               9             CHAIRMAN LEVAR:  Okay.  As the applicant, I



              10   think it's probably appropriate if you want to provide a



              11   few more brief comments before we close.



              12             MR. SABIN:  Can I have one moment?



              13             CHAIRMAN LEVAR:  It's not required though.



              14   You don't have to.



              15             MR. SABIN:  I think we're fine to submit on



              16   that basis.  I think we made the points we wanted to



              17   make.



              18             CHAIRMAN LEVAR:  Okay.  Thank you.  Any



              19   further matters from any party?



              20             MR. SABIN:  None from us.



              21             CHAIRMAN LEVAR:  Okay.  We will take the



              22   matter under advisement and issue a written order, and



              23   we're adjourned.  Thank you.



              24             (The hearing concluded at 3:50 p.m.)



              25
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