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Re: Appllcatlon Ef Southwest Gas Corporation for Delermlnation
of Prudencc and Pre-Approval ol Ratemaklng Treatment
Relating to Conetructlon ol Llquefied Natural Gas Storage
Faclllty ln Southern Arlzona

Southwest Gas Corporatlon herewith submits for filing an origlnal and
thirteen (13) copies of its application to the Arizona Corporailon
Commission seeking pre-approval d the cost recovery associateo with the
con.struction, operation, ahd mainlenance of Liquefied Natural Gas
storage facility ill $outhern Arizona.

lf you have any questlons, please conlact me at (702) 876-7163.
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5241 furing Mountain Road / Las Vegae, Nevada 89150-0002
P.O. Box 98510 / Las Vegas, Nevada 89193-8510 I (702) 826-7011
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BEFORE THE ARIZONA CORPORATION COMMI$SION

coMMlssroNE:RS.
Bob Stump, Chakman
Gary Pierce
Brenda Burns
Bob Bums
Susan Bitter Smith

In the Matter of the Application of Southwest
Gas Corporation fu Determination of
Prudence and Approval of Cost Recovery
Relating to the Construction of a Liquefied
Natural Gas Storage Facility.

DOCKET NO. G-01551A-14-_

APPLICATION

APPLICATION

lntroductlon.

L Pursuant to the Arizona Corporatlon Commission ("Commission") Pollcy

Statement Regarding New lbtural Gas Pipeline and Storage Costs ("Policy

Statement"), Southwest Gas Corporation ("Southwest Ga$" or "Company'') hereby

submits its application seeking approval of the cost recovery associated with the

construction, operation, and maintenanc€ of a liquefied natural gas ("LNG") storage

facility in Tucson, Arizona, The diversity in natural gas supply that the LNG storage

facility will provide for the applicable service area will afford greater supply reliability

and flexibility in natural gas deliveries to the Company's customers. For the reasens

s6t forth hereln, $outhwest Gas respectfully requests that the Commission approve

the construction of the proposed LNG storage facility as being prudent, lncludlng

approval of the associatcd costs incurred or to be incuned in carrying out this project.

2. Southwest Gas ls a corporation in good standing under the laws of the

state of Arizona, b a corporation duly organized, validly existing, and is qualified to

transact lntrastate business.
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3 Southwest Gas' corporate offices aro located d 6241 Spring Mountaln

Road, P,O. Box 98510, Las Vegas, Nevada 89193-6519. Communicatlons regardlng

this application should be addressed to;

Jason S. Wilcock, Esq.
Associate Genoral Counsel
Southwest Gas Corporation
P.O. Box 98510
Las Vegas, Nevada 89199-8510
Telephone: (7 02) 364-3227
Email: lason.wilcock@gwogscom

Debra S. Gallo
DirectorlGovornment and
State Regulatory Affdr*
Southwest Gas Corporation
P.O. Box 98510
Las Vegas, Nevada 89193.8510
Telephone: (702) S76-7109
Email: debra.gallo@swqasge4

4. $outhwest Gas ls a pubtic utility subject to the Jurisdiction of the

Commission pursuant b Article XV of the Arizona Constitution and the applicsSls

provisions of Title 4O of the Arizona Revised Statutes- Southwest Gas is engaged in

the rotail distribution, transportation, and sale d natural gas for domestic, commerclal,

agricultural, and industrial uses. Southwest Gas currently serve$ approxlmately 1,9

million customers ln the states of Arlzona, Calif6rnia, and Nevada. Approxlmately 54

percont of the Company's customers are located in the state of Arizona, lncludlng

portions of Cochise, Gila, Graham, Greenlee, La Paz, Maricopa, Mohave, Pima, Pinal,

and Yuma counties. For operatlonal purposes, Southwest Gas' Central Arizona

division is headquartered in Phoenix and its Southern Arizona divlsion is

headquartered in Tucson.

ACC Pollcy Statement.

5, The Commlssion issued lts Notice of lnquiry on the lssuo of Arizona

Corporation Commission Folicy and Action on Natural Gas lnfrastructuro Matters in

Arizona ("NOi') April 15, 2003, wherein lt sought comments and suggestlons on future

natural gas infrastructure issues, includlng natural gas storage facilltles, After

considering the lnput of interested parlies, the Commlssion issued the Policy

Statement December 18, 2003,

2
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ln its Policy Statement, the Commission recognized the need for a

reliable and securo natural gas infrastructure in Arizona b support adequate service

to the growing energy requirements in the state. Specifioally, the Policy Statement

included the following declarations;

Diversity in Arizona's natural gas infrastructure, including interstate pipeline
facililies, natural gas storage facilities, and related aspects of natural gas
service, ls beneficial and should be actively pursued by Arizona utilities m a
way of providing greater supply reliability and flexibility and possible lower
costs.

r Arizona utilities should consider natural gas storage as an integral component
of their efforts to develop a diverse natural gas supply portfolio, recognizing the
variety of potential benefits of natural gas storage, including enhanced
reliability, operational flexibility, more efficient use of pipeline capacity assets,
and reduced natural gas price volatility.

r The Commission endorses voluntary efforts b analyze and plan for the present
and future natural gas supply needs of Arizona and encourages Arizona utilities
and others to actively participate in such activities,

7. ln addressing the need for the development of new natural gas

infrastructure in Arizona, the Commission further recognized that cost recovery for

these prolects was a "significant issue" that needed to be consldered. The

Commission stated the following:

ln recognition of the current need for natural gas infrastructure in Arizona, the
Commission has also been considering alternate approaches to encourage the
development of infrastructure in Arizona, Pre-approval of cost recovery would
be one possible mechanism. The alternative recovery mechanism should incite
utilitios b invest h the infrastructure they need to provide the best service to
their customers.

At this time the Commission believes that the best method for the Commission
tn address natural gas infrastructure matters is to encourage utilities to file
applications, including requests for alternate cost treatment, in order that the
Commission can consider specific requests for cost recovery proposals
appropriate b the circumstances for each individual applicant.

I
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operational issues - lncluding supply disruptions - Southwest Gas' distribution system

2 may also be impacted.

3 11. lndeed, Southwest Gas, as well as the rest of the southwest United

4 States, experienced such an event in early February 2011. During this event, the

5 Tucson and Sierra Vista areas experienced extreme cold temperature$, These

6 conditions, combinad with an unanticipated decrease in the available gas supply from

7 El Paso's system, caused pressures in El Paso's pipeline serving this area to drop

I below design parameters. Fs a result of these circumstances and reported customer

I on the Company's distribution $ystem, Southwesl Gas determined that it was

10 necessary b ternporarily interrupt natural gas service in certain areas in this region to

11 avoid a possible complete failuro of its distribution system. This event impacted

12 approximately 19,000 Southwest Gas customers.

13 12, Following the February 2011 event, the Federal Energy Regulatory

14 Commission and the North American Electric Reliability Corporation conducted an

15 investigalion. ln a report entitled "Outages and Curtailments During tha Southwest

16 Cold Weather Event of February 1-5, 2011" ("FERC Report"), lt was determined that

17 additional "local" natural gas storage in Arizona could have prevented many of the

'IB outages that occurred. The FERC Report explained thal "[njatural gas storage is a

1g key component of the natural gas grid that helps maintaln the reliability of gas supplies

20 during periods of high demand" and that "[s]torage can help flocal distribution

21 companiesl maintain adequate supply during perlods of heavy demand by

22 supplementing pipelina capacity, and can s6rv6 as a backup supply in case of

interruptions in wellhead production." (FERC Report, p. 213.)23'

24 13. By having readily available local natural gas supply that can be timely

2 dispatched inlo sections of its distribution system upon demand, an LNG storage

26 facility will support Southwest Gas' ongoing efforts to enhance the reliability of

27 segments of its distribution systam and mitigate against future seryice interruptions

28 resulting fron supply shortage events.

5
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14. Other advantages of having a storage facility connected b part of

Southwest Gas'distribution system include: (l) ability to mitigate localized curtailments

that could come about due to thitd-party damage caused by constructlon or other

activities; (ii) mitigating locallzed interruptlons that may regult from the performance of

required maintenance; and (iii) sustaining local system requlrements du1;ng times of

high system demand.

15, To address lhe Commission's recognized need fr addltional

infrastructure and meet the needs of its customers for an alternate secure and rellable

gas supply, Southwest Gas has considered other alternatives, However, none of

these alternat{ves pruved to be as re{lable and cost effective as ths proposed local

LNG storage faclllty. The Company spent a significant amoullt d time considering

possible underground storage solutions during its participation ln the Arizona $torage

Coalition. The coalltion was ultimately unsuccessful in ldentlfying a viable

underground projec{. Barriers such as unquantiflable developm€nt costs and potential

environmental issues proved too difficult b overcome.

16, ln additlon, the proposed LNG storage facility otfers superlor seryice and

reliability comparedto existing third-party storage providers- Located ln and around

Texas are providers that offer storage services to shippers on El Paso, ln fact, the

Company currently has a contract with Enstor lo provide such servlces for the benefll

of its customers. While these slorage anangements can provide an alternate supply

source h gas typically sourced fronr ths gas productlon areas, injection of gas

supplies from Texas-based storage lnto E Faso - some 700 miles upstream of the

Company's distribulion system - offers rn support for the immediate pressure needs

m the distrlbution system during peak demand or supply shortage events. Further,

during extreme supply shortage perlods on the interstate plpeline system, there ls rro

a$surance that gas withdrawn from storage ln Texas would in fmt be timoly delivered

b the customer'$ market area, For example, potential problems with upstream facility

performance or other shippers upslream of Southwesl Gas taking the gas prior b it

0
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reaching the desired deslinallon could both impact deliveries h Southwest Gas

customers,

17. Moreover, if required to rety on lhe transportalion services of interslate

plpelines fo delivery from storage, Southwest Gas would be compell66 h adhere to

tha applicable lnlerstate plpeline gas scheduling taritf Frovislons in order to schedule

gas from lhe storage facllily. By inslead relylng m a local storage option, Southwesl

Gas vrill have greater flexibility to take gas from storage when il is needed, which

could be critical durlng supply shortage events. The prspo5ed LNG slqrage facllfty

would be operated by Southwesl Gas and connected direst;y to its distributlon rt*,.r,
making it accessible for customer demands 24 hours a day wilhout the need h
schedule gas on H Paso or with a third-party slorage provider.

Safety Foatures of Proposed LNG Storage Facllity.

18. Southwest Gas' proposed LNG storage facility will be designed and

constructed in accordance wilh all appllcable safely regulallons and slandards. The

proposed LNG tank consists of a cryogenlc Inner tank and a non-cryogenic outer lank.

The lank ls classified as a single conlainmefll tank. The innel tank ls insulated with

load bearing insulation between lhe outer and lnner floors, granular lnsulatlon in the

annular space betwean the tank walls, and closed by an insulated suspended deck

(i.a. ceiling). The foundation for the lank is expected to be a ring wall, and r$ll be

configured with eleclric foundatlon heat to prevent soil freezing undemeath the

foundation.

19. Tho proposed LNG slorage lank will be localed within an impoundrnent

area that is configured according to the applicable regulatlons {o mntain the entire

liquld oontents of the tank in the event of a0 unControlled leak.

20. The proposed LNG slorage facility will be equipped with a security

syslem, including barbed wire fencing sunoundlng the perimeler of the facility and

rnonitoring of tha area with closed circuit television systems, Access h lhs 5i1s will bo

limited by socurily controlled gates. in addilion, the facillty ls expected to have a

7
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hazard detection system consisting of the following: lire detectors; flammable gas

detectors; smoke and heat detectors; and a seismio event reoorder. The proposed

LNG storage facility will also have an emergency shutdown system to prevent the flow

of natural gas in the event of a gc leak or flre. The security and related control

systems will be capable d manual, automatic, ot r66e16 operation.

21. ln addition b the aforementioned safety features, Southwest Gas has

considerable experience owning and operating an LNG storage facility. Paiute

Pipeline Company ("Paiute"), a Southwest Gas affiliate, has been safely maintaining

and operating an LNG storage facility in Lovelock, Nevada fo more than 30 years

without incident. A significantly larger facility than the proposed LNG storage facility, lt

has a storage capacity of I Bcl with a flrm withdrawal capacity capability of 71,959

Dth. Paiute's LNG storage facility is also outfitted wlth liquefaction equipment. As a

result, Southwest Gas has gained and will continue to gain the requisite knowledge

and experience pertaining to safe operation and maintehdhce of an LNG storage

facility.

22, LNG storage facilities have maintained a consistent safety record fq

nearly 70 years. As the LNG itself is rct lgnitable, LNG has likewise proVefl to be safe

when used properly. While under speciflc limited circumstances LNG vspors 61s

considered flammable, these conditions are not llkely b exist at tfle proposed LNG

facility 6 the storage tank and related lacllities are specially designed b prevent the

polential fa a combustible mixture of air and gas within an enclosed space. Further,

LNG has been deemed a non-toxic substance. For example, if LNG were mixed with

watep, the water would be safe b drink after complete vaporization of the LNG. Unlike

gasoline or other liquid fuels, once LNG vaporizes m toxic residue remains.

6
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General Project Description.

23. Southwest Gas has considered several sites in the Tucson area fs the

facility, and it has identifled a preferred site located in Southeast Tucson and is

currently working with the land owner tr secure the site, subject to Commission

approval of this project. ln reviewing these sites, several key factors have been

analyzed, including: safety mnsiderations, pipeline maximum allowable operation

pressure, system take away capacity, site access, and proxlmity to Southwest Gas'

existing distribution system. The land requirement for the proposed LNG storage

facility is not expecled b exceed 30 acres.l

24. The proposed LNG storage facility is anticipated to consist of a flat

bottom AF{ 620 tank with a cryogenic inner tank and a non-cryogenic outer tank, and

related pumps, a boil-off system, vaporization equipment, and equipment to facllltate

the filling of the storage tank. The storage tank is estlmated to measure

approximately @ feet in height, with a diameter of 108 feet. In addition, the LNG

storage facility will include spill containment areas, a control building, and security

fencing surrounding the entlre facility. Attachment 1 includes a typical site plan

drawing prepared by CHI Engineering.

25. The design storage capacity of the proposed LNG facility is

approximately 233,000 Dth or 2,8'15,000 gallons. This capacity is suflicient b allow a

minimum of 168,000 Dth of supply to be readily available after boil-off and

vaporization fuel loss.z Once the LNG vaporizes, it will be dispatched into Southwest

Gas' distribution system and taken as part of the dayto-day supply requirement.

Thereforq no gas is lost during the boil-off process. The proposed design of the

vaporization equipment will allow for the withdrawal of approximately 65,000 Dth/day.

1 ln order h obtaln preliminary design requirements and the associated cost eslimdtes f,or hi:
project, Southwest Gas retained the services of CHI Engineering Services, lnc. ("CH
Engineering").
2 gbil-off occurs during a heat transfer process that causes the LNG stored h the tank k
vaporize after lhe LNG reaches a temperature greater than minus 260 degrees Fahrenheit,

I
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Natural gas vaporized out of the LNG storage facility will be delivered irto Southwest

Gas' high pressure system downstream of either the Company's existing Valencla

Road or Houghton Road taps.

26, Following the lnitial fill of the storage tank, it is estimated that a minimum

of 11,000 Dth or 134,000 gallons of LNG inventory is required b turEh in the tank at

any given point in time. This LNG inventory, known m heel gas or cushion gas, is

necessary to keep the tank cool when it is not full. After the initlal fill, the total volume

of LNG required to fill the storage tank each year will be offset by the heel gas and

unused working lnventory remaining in the tank.

27. Depending on the site location, Southwest Gas will need b install up to

seven miles of Southwest Gas mainline facilities to connect the LNG storage facility to

its existing high pressure system. Other utilitie$, such a$ water, electric, telecom, and

sewer/septic, will also need to be installed at fB site. ln addition, to permit access to

the facility Southwest Gas may be required b construct paved roadways depending

on the site location.

28. The Company has considered tuo altematives for fllling the storage

tanlc (1) transferring LNG frorn tanker trucks; or (2) llquefying natural gas onsite using

action equipment to converl lhe natural gas into a liquid form for ease of storage.

29. The first alternative would be to fill the tank by transferring LNG frorn

tanker trucks into the LNG storage tank. Southwest Gas intends on purchasing the

LNG from a vendor who produces LNG and provides the necessary tlansportation

seryices to deliver the LNG to the proposed facllity. Although Southwest Gas has yet

to enter into any supply agreements with such vendors, the Company has currently

identified and had preliminary discussions with a vendor located near Topock,

Arizona, The approxirnate distance from this vendor's facility to the Southeast Tucson

area is 365 miles. The total maximum amount of LNG that would need to be

purchased and dellvered to the storage facility for the initial fill under this alternative is

approximately 268,000 Dth or nearly 3,238,000 gallons. This amount takes into

10
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account the anticipated LNG flash or vapor lost in the process of refllling the tank,

whlch is Mry the estimated total maximum amount for the initial fill is more than the

proposed design storage capaclty. Southwest Gas estimates that the LNG storage

facility will be filled at a rate of 10,000 gallons per hour, which would result in the tank

being filled in approximately 41 days.

30, The second alternative would include installing liquefaction equipment

dudng the construction of the LNG storage facility. Liquefying natural gas is

accomplished by condensing it through a cooling process. The proposed liquefaction

equipment would be capable of liquefoing approximately 2,000 Dth or 24,000 gallons

of LNG per day. Under thls alternative, Southwest Gas would need to purchase

approxlmately 335,000 Dilr or 4,054,000 gallons of natural gas for the inltial flll of he

storage tank. This amount is necessary to cover the LNG flash or vapor losses

mentioned above, in additlon to an estimated 5% gas loss associated with the

llquefaction equlpment. $outhwest Gas estimates that it will take approximately 137

days to fl the tank using liquefaction equlpment.

31. Southwest Gas antlcipates that it will take between 24 and 30 months to

complete construction of the proposed LNG storage facility, lf the facility were b

lnclude the construction of onsite llquefaction equipment it ls estimated that an

6 months would need to be included in the projected constructlon schedule.

Beneflte of Liquefaction Equlpment.

32. A storage facility outfitted with liquefaction equipment provides

operational and seMce flexibillty beneflts, For instance, having liquefaction

equipment onsite d an LNG storage facility provides the flexibility of replenishing

withdrawn lnventory throughout the year without dependency on a vendor that

produces and transports LNG h the storage facility,

33. An LNG storage facility with liquefaction equipment can also provide

Southwest Gas with the operational flexibillty of using readily available LNG to

temporarily serve parts of Southwest Gas' dlstribution system that may not be able to28

11
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adequately support sudden customer growth. Further, in the event of a seryice

interruption or outage resulting from required mainlenance or repairs of certain

sections of the Company's system, Southwest Gas may be able to utilize available

LNG tc mitigate the effects of ay such work,

34. The liquefaction equipment could further benefit Southwest Gas and its

customers relative tr the future maintenance and operation costs associated with the

LNG storage facility. With this equipmenl, Southwest Gas may have opportunities to

provide Commission approved LNG tariff services upon making the necessary

regulatory filings. For example, Soulhwest Gas could provide LNG service to vendors

who have LNG fueling stations for transportation use. Southwest Gas could also

provide LNG seMce tc other utilities for ped< shaving or temporary supply purposes"

The revenues received from any such services could be used b offset the customer

impacts associated with future maintenance and operation costs.

35. lt is anticipated that installing liquefactlon equipment would add

approximately $24,000,000 lo the project cost. As a result, notwithstanding the

potential beneflts of installing liquefaction equipment, Southwest Gas recommends

filllng the tank by transferring LNG from tanker trucks trr minimize the overall project

cost and the resulting bill impact to customers.

Estlmated Costs and Deferred Accounting Treatment.

36. The current estimated lotal capital cost of the proposed LNG storage

facility, including those facllities necessary to crrrect tha proposed storage tank to

Southwest Gas' existing distribution system, is approximately $46,363,000.

37" Since Southwest Gas is in the preliminary stages of this project and has

yet to secure a specific site location or conduct a detailed engineering analysis and

cost estimate, Southwest Gas respectfully requests approval of the actual cost of the

facility, not to exceed $55,000,000. The $55,000,000 consisls of the estimated cost of

$46,363,000, plus 20 percent, which is a reasonable contingency commonly used in

the industry.

12
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ll Dominion EnergY Utah

ll Docket No. 18-057-03It '=Hi#H':'it
ll ,, utlizng the requested not-to-exceed amount of 955,000,000 as , Rro*u, 

I

lltn" rnnu.lized revenue requirement associated with the proposed LNG storage 
I

trlfacility equates b a monthly bill impact of $0.54 ar 1"34 percent fs an ,urrrn" I

llresiOential customer using 25 therms per month, I

ll tn Based on a $4.00iDth Southem California border market nrice ta 
I

llnatural gas, plus the associated cost for a third-party vendor to produce and transport I

fl"- t*U to the proposed storage facility, $outhwest Gas estimates that tne annuat 
I

llgas cost associated with this boil-off will be approximately $1,678,000. The totd cost I

llp", unit is approximately g13.42lDth. Thls amount would increase the average gas I

ilcost rate for resldential customers by approximately 90.00319 per therm, whicn Ill---'-'-rFt
[lequates b a monthly bill impact of approximately $0.08. 

I

ll Oo, As a result, the estlmated combined average monthly bill impact on 
I

f lresiOential customers of the incremental costs associated with the proposed LNG 
I

l'lsbrase facility would be g0.62. 
I

ll at h ltght of the costs Southwest Gas anticipates lncuning to comRtete, 
I

lloperate, and maintain the proposed LNG storage facility, the Company is requesting I

llrnnrourf 
to establish a regulatory aeset to defer the ongoing revenue reOuirement 

I

f lassociated 
with the proposed LNG storage facility, lncluding the deOreciation 

I

llexpense,t property taxes,a operation and maintenance expenses,s and carrying I

ll.f,rrg*, consistent with the Company's currently authorized pre-tax rate of return, until |

ll,n" aoroany's next general rate case. 
Ill--,

[13 Southwest Gas'preliminary ratemaking proposal contemplates that depreciation expense or{

lldistriUution plant would ba calculated using the currently authorized depreciation rates. Sincd

llsouthwest Gas does not currently have an authorized depreciation rab for storage plant, trel

ff 
f:Jfi.'.*"n 

rate of 4,75Yo (as currently authorized fo Falute's storase plant) was used as al

I

llneropertv taxes would ba calculated using the Gonrpany's current prop€rty tax rat€, I

Jlu ,ou,n*r*t Gas estimates that fre first year annual cost b operate the LNG storage facfity witrl

llm approximately $237,000, Theso costs are primarily associated with properly insurance,l

[f 
mannower, utilitjes, and mainlenance for the facility, 

IIttll'.1lll
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ll 
* Furthermore, since the Company is in the preliminary stages of this I

[f 
o.f*, and has yet to secura a site fsr the faclllty or retain an engineerinO consultant 

I

llto conduct a detailed analysis and cost estimate tor the proposed LNG storage facility, 
I

lli i, oo**ible that an unforoseen circumstance may arlse resulting in $outh*"rt o"* |

" ,o construct the nroiect. As this decision mav occur sometime I

llrecommending 
not to construct the proiect. As this decision may occur sorne 

I

llatter 
the Company has incuned significant costs, Southwest Gas seeks aRRroval to 

I

llrecover 
any and all non-refundable project-related costs prudenfly incurred bV the 

I

llCompanV, 
regardless of whether thd profect is constructed. 

I

ll ""st 
Recovery 

|

ll €. ln the event tlre proposed LNG storage facility is included in the I

ll"oro"ny's next gendral rate case, the depreciated capital costs associated with tlre 
I

llt*" storage facility (net of defened taxes) and LNG inventory will be incorporated I

fl*" *. 
development of the test year rato base, and the ongoing expense$ retated to 

I

llthe facility will also be included in the tesl year revenue requirement. However, if the I

Iltt* storage faclllty ls not included in rate base in the Company's next general rate 
I

[f 
.r*", the Company plans to request approval of a cost recovery mechanlsm trat 

I

llwoufd facilitate recovery of the LtrlG storage facility costs that tuve been deferred into 
I

lltn" ,"srt.tory asset. I

ll *. With respect to gas cost rscovery, Southwest Gas requests that the gas I

ll*"r associated with the LNG storase facllity be recovered pursuant tc th" 
I

llPurchased Gas Cost Adjustment Provision ("PGA') of the Southwest Gas Arizona 
I

llCus 
faritf. Assuming there Is nr supply disruption which necessitates use cf the LNC 

I

llcontained in the storage facility, it io anticipated that the proposed facility will yied 
I

llappro*im"terV 
125,000 Dfi of boil-off annually, which wllt be dispatched into 

I

llSouttrwest Gas'distribution system and taken as part d the day-to-day suppty 
I

llr"quirern"nt, Iltlll:l
ilil,,1ll"ill
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Conclutlon.

45. By having readily available local gas supply to dispatch into Southwest

Gas' system, tha proposed LNG storage facility wiil enhance the reliability and

flexibility of Southwest Ga6' distribution systsm and mitigate against future seryice

interruptlons arising ftorn severe supply disruption events in the area. Thus,

Southwest Gas believes that the LNG storage facility has long-term benefits for its

customers. This proposal was a result of reasoned and thoughtful Judgment that

balanced the cost of tha project with the baneflts derived frsn lt,

46, Based thereon, the construction of the LNG storage facility and the costs

related thereto should be deemed reasonable and prudent. Pursuant b the

Commission's Policy Statement, Southwest Gas respecifully requests that the

Commission approve recovery of these costs as set forth herein.

WHEREFORE, $outhwest Gas respectfully requests that the Commission

lssue a final order:

A, Granting Southwest Gas approval to mnstruct, operate, and maintain tfre

proposed LNG storage facility to serva its customers;

B. Approving Southwest Gas' actual proJect costs for the proposed LNG

storage facility, not to exceed $55,000,000 for an LNG storage facility

without liquefac{ion;

C. Authorizing the Company trr establish a regulatory asset to capture the

ongoing ravenue requirement associated with the proposed LNG storage

facility and to recover those deferred costs in the Company's next general

rate case or through a cost recovery mechanisrn established in its next

general rate case, as set forth herein;

D, Authorizing Southwest Gas to recover the costs associaled with any gas

released from the LNG storage facility into the Company's disttibution

system and taken as part of the day-to-day supply requirement, including

without limitation, the boil-off, pursuant tr the PGA mechanism; and

15
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E. For such other relief as this Commission deems appropriate.

Dated this 27th day of January 2014.

Respectf ully submitted,

SOUTHWEST GAS CORPORATION

Jaso

5241 Spring Mountain Road
Las Vegas, Nevada 89150
Telephone: (7 021 384-3227
Email: jason.wilcock@gwqas.com

Ntarney fs Sout,hwasf Gas Corparatian
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