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PROCEEDI NGS

- 000-

CHAI RMVAN LEVAR:  Good norning. W're here
for a Public Service Comm ssion hearing in docket
19-57-2, Application of Dom nion Energy U ah to
| ncrease Distribution Rates and Charges and Make
Tariff Modifications.

This is the Phase Il hearing in this docket.
We al so have a public wtness hearing schedul ed today
at 6:00 p.m

Are there any prelimnary matters before we
go to appearances that anyone has?

(No response.)

CHAI RMAN LEVAR:  1'm not seeing any
I ndi cati on from anyone, so why don't we start with
Dom ni on for your appearance.

M5. CLARK: Thank you.

Jenniffer Nelson O ark, counsel for Dom nion Energy.
| have wth ne Caneron Sabin, who is al so counsel for
Dom ni on Energy.

And we have conpany w t nesses,

Austin Sumrers and Jessica |Ipson, with us as well.

CHAI RVAN LEVAR  kay. Thank you.

M. Jetter?
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MR JETTER Good norning. [|'m
Justin Jetter with the Utah Attorney CGeneral's
Ofice. |1'mhere today representing the U ah
Division of Public Utilities.

Seated with ne at counsel table is
Dougl as Wheel wight for -- witness for the Uah
Division of Public Utilities. The Dvision wll also
call Howard Lubow as a witness at this hearing.

Thank you.

CHAI RVAN LEVAR kay. Thank you.

M. Snarr?

MR. SNARR  Yes, thank you. M nane is
Steven Snarr. |'man assistant attorney general here
representing the O fice of Consunmer Services today.

W do have a witness that we will sponsor,
M. JimDaniel, as supporting our positions.

CHAl RVMAN LEVAR:. kay. Thank you.

Maj or Kirk?

MAJOR KIRK:  Good norning. [|I'm
Maj or Scott Kirk with the US Air Force on behal f of
t he Federal Executive Agencies. Today, with nme, |
have Captain Robert Friedman of the United States
Air Force.

And today we'll have -- during this hearing

we'll have a witness, Brian Collins, wth
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Brubaker & Associ ates.

CHAl RVAN LEVAR:  Thank you.

M. Mechan?

MR. MECHAM  Good norning. Steve Mecham
representing the American Natural Gas Council.

And we w Il be presenting Curtis Chisholm
for ANGC, as well as Bruce diver.

CHAI RVAN LEVAR  Thank you.

M. Russell?

MR. RUSSELL: Thank you. Phillip Russell on
behal f of the Utah Association of Energy Users and on
behal f of US Magnesi um

On behal f of UAE, | wll cal
Wt ness Kevin Hi ggins, and on behal f of US Magnesi um
| will call M. Roger Swenson.

CHAl RVAN LEVAR: Okay. And |I'mjust going
to clarify, we had an intervention from Nucor Steel,
but no testinony filed. |'mnot seeing anyone from
Nucor Steel looking like they're antici- --
participate in the hearing today, so |I'l| just
confirmthat. And |I'm not seeing any indication
ot herw se.

Any other matters before we go to the first
W t ness?

(No response.)
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CHAI RVMAN LEVAR:  I'Il just comment, there
Is -- there is a small anmount of confidenti al
material here, and as always, we'll tend to rely on

participants, if any questions start to nove into any
confidential information, to please junp in and stop
us. And feel free to do that so we can handl e that
| ssue appropriately.

And with that, we'll go to Dom nion for your
first wtness.

MR. SABIN:  Dom nion Energy calls
Austin Summers as our first w tness.

CHAl RMAN LEVAR:  Good norning, M. Summers.

THE W TNESS: Good nor ni ng.

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

THE W TNESS:  Yes.

CHAI RVAN LEVAR:  Thanks.

DI RECT EXAM NATI ON
BY MR SABI N
Q M. Sumrers, could you state your full nane
for the record?
A My nane is Austin Sunmers.
Q What is your position with Dom nion Energy?

A | "' ma manager of rights and regul ation for
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Dom ni on Ener gy.

Q And you have submitted both direct,
rebuttal, and surrebuttal testinony in this matter?

A That's correct.

Q | have that testinony as DEU Exhibits 4.0
through 4.01 -- excuse ne, through 4.18. That is
your direct testinony and exhibits.

The rebuttal testinony is Exhibit 4.04R with
Exhi bits 4.01R through 4. 02R
And then for your surrebuttal testinony,
DEU Exhibit 4.0SR wth one exhibit, 4.01SR
| s that accurate?
A That sounds correct, yes.
Q And do you have any corrections at this tine

to your testinony?

A No.
Q Do you accept your testinony -- or as if
gi ven today, do you accept that as -- for the record

in this matter?

A Yes.

Q Ckay. Have you prepared a sunmary of the
direct rebuttal and surrebuttal points that you make
I n your testinony?

A | have.

Q And go ahead and provide that now.
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A Thank you. And | wll be summarizing the
cost of service and rate design this norning. And I
realize that a lot of tinmes that's not the nost
entertaining, but on the bright side, |I'mnot going
to be covering any pension today, so that's a saving
grace here today.

Wien | filed ny direct testinony, the whole
| dea was to fix the interclass subsidies or cost of
service portion now, and then fix the intracl ass
subsidy or rate design in the next rate case. So in
ny original testinony, | proposed a three-step
process.

The first step was to inplenent full cost
rates for all classes in this case. | don't know
that there's been nuch dispute on this fact that the
TS cl ass has been under cost and it needs to reach
full cost now |If gradualismis used to get there,
think that that is fine as long as it gets to
100 percent before the next rate case.

The second step of that three-step approach
was to stabilize the TS class |ong enough to do a
t horough analysis. That stability will cone through
a tenporary 35,000 dekatherm noratorium On page 22
of ny direct testinony, | showed a chart. The chart

shows that growth in the TS class -- we can just turn
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to that, again, on page 22 of ny direct.

That chart shows growt h over the | ast decade
from 132 custoners in 2010 to 1,093 custoners in
2019. The cl ass has been changing so rapidly that no
anal ysis can be done. W're constantly trying to hit
a noving target. This noratoriumisn't neant to be
anticonpetitive; it's just trying to get a consistent
set of data to anal yze.

The third step of that three-step approach
was to fix rate design in the next case. Now, |'d
acknowl edge that |'ve done sonething maybe unique in
this case. |'ve pointed out a problem but | haven't
really proposed an immedi ate solution. |It's
i nportant to consider why that was done.

If we wait until the next rate case, it
gives tine for rates to get to full cost, it gives
time for stabilization to happen in the class, and it
gives tine for the -- for a collaborative analysis to
be done by all of the parties. Making a decision now
woul d be premature and could | ead to nore problens in
the future.

It's nmy testinony that this three-step
approach that | proposed in ny original testinony is
still the best option. Step 1 brings the TS to ful

cost now, and | don't think this should be m ni m zed.
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This is a big deal. This is sonething that the
conpany and a |lot of the parties in this case have
been trying to do for several rate cases now. So
that is a big deal.

Step 2 is the noratoriumthat stabilizes the
makeup of the TS class. And then over the next three
years, that collaborative analysis, in some form
will be done with stable data, and progress will be
made on rate design.

So stepping away fromthat three-step
approach a little bit, | wanted to talk a little bit
about splitting the GS and the TS cl asses. Several
have made recomendations to split the GS class or
the TS class, and ny position is that there's not
enough evidence to split the classes now.

Now, don't get me wong. | think that we've
| earned a |l ot during the discovery process in this
case, and it shows the benefit of all the parties
bei ng i nvol ved and aski ng questions. But even after
t he di scovery process, we still need to wait.

There's not enough anal ysis that has been done to
make the split.

Ri ght now there's one proposal out there
t hat says we should split the TS class based on the

size of the custonmer at 35,000 dekatherns. That is
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one possible way to do it, basing it on size, but we
still don't knowif that's the best way. W don't
know if size is the best way.

|f size is the best way, we don't know that
35,000 dekatherns is the best place to split it. W
don't know if seasonal use would be a better way to
split the class, if demand differences, if commerci al
versus industrial would be a better way to split it,
or if even a |load factor would be a better way to
split it.

W al so haven't done any i npact-on-custoners
analysis. W haven't conpared a custoner in the GS
class to a custoner in the TS class of simlar nature
and seeing if they would have simlar costs.

Now, when discussing this future analysis, |
think it's inportant to point out that we do need a
col | aborative process. W need to do a deep dive
Into cost of service and rate design, and the conpany
IS open to any coll aborative process as |ong as
paraneters are set that make it productive. And | do
bel i eve that these discussions can be productive.

One thing that will hel p those discussions be
productive woul d be having this 35,000 dekat herm
mor at ori um

As | mentioned earlier, the original
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proposal has always been to work out the details of

I ntracl ass subsidies in the next case. The changi ng
rate design or splitting a class is not a sinple
change. In the TS class, we've got a unique
situation going on right now because we've had, over
the | ast decade, really, custoners noving into this
class that were firmcustoners before. They were
firmsales custoners. And trying to find a place for
themin the transportation is a fundanentally --
fundanental | y new cl ass of custoners.

To make this analysis and to nake this cl ass
and to do it right, we will need to gather data. The
cost of service studies that we used in this general
rate case took ny teamnearly a year to put together
W started gathering data in sumrer of 2018, and
t hose studies were finished probably May or June of
2019, right before we filed.

But once |'ve got that data, though, we were
able to do alot wwth it. |In this case, we were able
to do three different cost of service studies during
t he di scovery process based on data requests. And we
were -- and | wouldn't say that those were easy, but
having that data already gathered makes it so that we
can do nore of that analysis.

Havi ng the noratoriumin place wll allow us
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to gather sone data and then be able to anal yze that
data without it constantly changing. |[|'d already

poi nted out the chart on page 22 of ny direct
testinony that shows growt h over the | ast decade, but
If you look at the last three years, from 2016 to
2019, we grew from 563 custoners to 1,093 custoners.
That is significant growth. And |ike |I nentioned
before, without a consistent set of data, you're
trying to hit a noving target.

It's inportant to remenber, too, that I'm
not proposing that this be a long-termban. [|'m
sinply proposing a noratoriumuntil we can get the
class to full cost and we can design accurate rates
for these custoners.

VWhile I"'mon the topic of the noratorium
this issue has brought allegations that the conpany
Is trying to prevent conpetition, and this is sinply
not true. |If rates are set appropriately, it doesn't
matter to the conpany which class these custoners are
in. The ultimte goal that we're trying to followis
cost causation, and |'ve used cost-based, consistent,
| ogi cal reasons for every conponent of cost of
service in rate design.

Even during the discovery case -- or, sorry,

as part of this case, |'ve reduced the adm nistrative
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charge. This leads to a decrease for small
transportation custoners. This is not
anticonpetitive.

|"ve al so made reductions to the TS
al l ocation of cost by changing allocator 230. | saw
a reasonabl e proposal to nove froma 60/40 wei ghting
to a 68/32 weighting, and | adopted that change.
This is not anticonpetitive.

| also agreed to a gradual increase to the

rates, which is also not preventing conpetition. If
anything, | think that the noratorium protects these
potential TS custoners. |[It's not prudent to have

t hese custoners maki ng a deci sion now and | ocki ng
into a contract with a supplier when their rates or
their rate design or even their rate class could be
changing in the com ng years.

| have a few additional itens that | want to
address. One of those is allocating design day costs
to the IS class. And | discussed this a little bit
in rebuttal, that there needs to be a distinguishing
factor that separates the IS class fromthe GS and
the FS class. There has to be sone distinguishing
factor, otherwise it would be the sane as those other
sal es rates.

The conpany's proposal to not allocate
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design day costs is reasonable, and it distinguishes
differences between the interruptible custoners and
firmcustoners. The fact is these custoners do get
interrupted. If they're willing to interrupt when
call ed upon to do so, they should receive a benefit
for that willingness. There's nothing on the record
besi des ny proposal show ng sonething that would
di stinguish the I'S class fromthe other classes.

A few other m scell aneous -- just allocator
I ssues while I"mon the topic of service allocations.
"' m not going to address each one, but | wll just
state that every other allocation factor that I
proposed shoul d be used for at |east one of four
reasons: First, it has been used consistently
t hrough several rate cases. The second reason woul d
be that it's a reasonable allocation factor. The
third is that the Comm ssion has decided in prior
cases that the allocation provides a result that is
in the public interest or, fourth, no other solution
has been offered by the other parties.

Moving on again, and this is kind of along
those sane lines, but it's in the issue of SNG
al l ocation, where we proposed all ocating peak hour
charges to TS custonmers. This is a charge that was

di scussed in the 2017 docket, and those charges are
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currently -- all of the contract costs for that are
being charged to firm sal es custoners.

That charge, that peak hour charge, should
not be confused with interrupting custoners or the
penalties that are associated with interrupting or,
al so, the penalties that are associated wth any of
the operational flow orders or the holding burns to
schedul e quantities. Those are conpletely different
t han what the peak hour charges that we're tal king
about here.

The penalties that are discussed by

M. Oiver are really neant to influence behavior

during one of those situations. |If we want those
customers not -- to really interrupt, there's a
penalty out there so that they don't interrupt -- so
that they actually wll interrupt.

The peak hour, though, happens on a regular
basis, without warning to custoners. W have used
that contract every day this wnter, and we don't
notify custoners when we use it. |It's just part of
our ongoi ng system costs. These costs shoul d be
charged to the transportati on custoners.

| want to nove on to the admnistrative
charge, which is sonmething that the conpany proposed
to reduce in this docket. W reduced it from $4, 500

Advanced Reporting Solutions
801-746-5080



© 00 N oo 0o b~ W DN PP

N NN N NN R P R R R R R B R R
g DN W N P O © © N O O M W N B O

Evidentiary Hearing Day 1

January 15, 2020 Page 22

per year down to $3,000 per year. Now, the ANGC
argues that this is not a cost-based charge. The

cal cul ations that are shown in DEU Exhibit 4.12 shows
the costs that are included in this cost-based
charge. These are the sane cal cul ations that have
been used for the last -- at |least the |ast 15 years.

| had discussed in surrebuttal, as did
M. Higgins, that a reduction -- that this reduction
to the admnistrative charge has a |l arger inpact on
the small transportation custonmers. Not only is this
a reasonabl e cost-based charge, it's also the only
option that has been proposed on how to cal cul ate
this.

Finally, nmy last issue is timng of signing
up new TS custoners. The conpany files an annual |IRP
in June, and | think a ot of people in this roomare
famliar wth that process. But that |IRP includes
RFP deci sions on gas purchases, and it al so includes
Wexpro drilling plans. Proper planning in the IRP
means that the conpany needs to know where custoners
will be. A lot of conponents, such as the Wexpro
drilling plan, cannot be adjusted or changed quickly
t hroughout the year. Once those decisions are nmade,
it's hard to back out of those or adjust those to

nmeet changi ng demand.
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W are a unique utility because we do need
to do this. As far as |'maware, there are no other
utilities that have to manage a drilling program
Therefore, the ANGC proposal to allow custoners to
sign up any tinme of year should be rejected.

Menti oned before that, a lot of information
was | earned during this case which speaks to the
productive nature of the discovery process and the
| nput of each of the intervening parties. But while
new | essons were | earned, the conpany's original
proposal to nove the TS class to full cost and
address intraclass subsidies or rate design in the
next case is still the best option for the Comm ssion
to consi der.

Combi ni ng the conpany's original proposal
with the gradual approach to bringing the
transportation class to full cost and a
35, 000 dekat herm noratorium provides rates for al
cl asses that are just, reasonable, and in the public
| nt erest.

And that concl udes ny sunmary.

Q Thank you, M. Summers.

MR SABIN. M. Summers is avail able for

Cross-exam nati on.

CHAI RVMAN LEVAR: | don't believe we got his
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testi nony entered.
MR. SABIN. Thank you.
| now nove to admt exhibits --
DEU Exhibits 4.0 through 4.18, which is his direct
testinony and exhibits; DEU Exhibits 4.04R through
4. 02R, which are the rebuttal testinony and exhibits;
and then DEU Exhibit 4.0SR with Exhibit 4.01SR W
nove for those to be admtted into the record.
CHAI RVAN LEVAR Pl ease indicate to ne if
anyone objects to that notion?
(No response.)
CHAI RVAN LEVAR:  And |'m not seeing any
objection, so the notion is granted.
(DEU Exhibits 4.0 - 4.18, 4.04R -
4.02R, 4.0SR, and 4.01SR were
admtted.)
MR. SABIN. Thank you.
Thanks for the rem nder.
CHAI RVAN LEVAR: M. Jetter?
MR. JETTER  Thank you.

CROSS- EXAM NATI ON
BY MR JETTER
Q Good norning, M. Summers.

A Good nor ni ng.
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Q | have a few questions, and | guess |I'd |ike
to start wth sonme questions about the interruptible
servi ce custoners.

It's an accurate reflection of your
testinony that you' ve entered into the record
prefiled, as well as your summary this norning, that
the conpany is recommendi ng that no desi gn day
factors be applied to the rates of the interruptible
service custoners; is that correct?

A That's correct. | think there needs to be a
di stinguishing factor, and if we start allocating
design day cost to them their DNG costs would be the
sanme as any ot her sales custoner.

Q Thank you. And the design day peak
al l ocation factor is an allocation of investnent --
and correct ne if I"'mwong on this, but that it's
portions of the high-pressure systemand certain
other distribution plant facilities; is that correct?

A Yes, that's correct.

Q Do you recall the last tine that DEU
experi enced a design peak day on its systenf

A A design day that -- | don't recall

Q And is it accurate, to your know edge, that
it's been as long as 50 years w thout one?

A. | would have to check on that, but we have
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I nterrupted custoners. | nean, it doesn't have to be
an exact design day for those interruptions to
happen. W have interrupted custoners in recent
years.

Q Ckay. And the interruptions to those
custoners, were those interruptions based on a flow
capacity in the high-pressure system-- excuse ne.

Let me rephrase that to nmake it a better question.

Were those based on a fl ow capacity
constraint that was not related to a nechani cal
failure of some conponent?

A |'"'m-- I'd have to go back and famliarize
nyself wth the specifics of the different events.

"' mnot sure | can answer that question. |'d have to
get with our gas supply folks and verify the details
of each of those events.

Q Ckay. But you don't have any -- | guess you
don't have any know edge of an event occurring where
a pipe restriction, for exanple, on the size was the
cause of a --

A Not that | recall, no.

Q -- cause of interruption?

Ckay. Thank you.
And | think you would agree with nme that the

| i kel i hood of an actual occurrence of a design peak
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day is unlikely, and that's, you know, essentially by

desi gn?

A | think that we design -- the design day is
sonet hing that could happen. | wll admt that it
hasn't happened recently, but it's -- it's weather.

|'"'mnot ready to say that it's not ever going to
happen. | think that a design day absolutely could
happen.

Q And you've testified that the interruptible
service custoners would either interrupt or pay a
penalty; is that correct?

A Yes. |If they were called upon to interrupt,
they would either interrupt -- and | think a | ot of
interruptible custoners do interrupt when they're
asked to do so. If they do not interrupt, there are
si zabl e penalties for not doing that.

Q And is it correct that the conpany, in a
daily request to the Division, responded that it
didn't keep track of the anmount of interruption from
certain custonmers during the last call for
Interruption? And by that, | nean the gas fl ow
reducti ons.

A We do track their gas flow That's why
t hese custonmers -- all of the interruptible custoners

have to have specific neter equipnent that allows us
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to track their usage on an hourly basis so we can go
back later and determne if any penalties should be
assessed.

Q And you have assessed penalties; is that

right?
A Yes, we have.
Q Because those custoners didn't interrupt?
A Yeah. There were -- there are al ways sone

custoners that don't interrupt for one reason or
another. But | think there are also a | ot of "good
pl ayers," | guess is what | would call it, that when
they're called upon to interrupt, they do that.
Q Ckay. | have no further questions. Thank
you.
A Thank you.
CHAl RVAN LEVAR: M. Snarr?
MR. SNARR  Yes, sir. Yes, thank you.

CROSS- EXAM NATI ON
BY MR SNARR
Q Good norning, M. Summers.
A Good norni ng.
Q |'"d like to start off today by focusing on
some of the studies the conpany did follow ng the

rate case that was conpl eted back in 2014.
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A Ckay.

Q You covered that in your testinony, your
direct testinony, right at the beginning, page 1,
comrenci ng at |ine 20.

You were asked questions about the interim
studies that were required by the partial settlenent
of the rate case that was approved by the Conm ssion
in 2014; isn't that correct?

A That's correct.

Q On the next page, you list various topics
that were covered as part of those interimstudies;
Is that right?

A That's right.

Q And in at least two of the three follow up
neetings, issues related to the transportation class
of custoners being split were discussed; is that
correct?

A Yes, that is correct. Well, let ne | ook at
t hem

Yes. In the Cctober 21 of 2014, we did
di scuss rate design of a split TS cl ass.

Q Ckay. | also note that in all three
foll owup neetings, issues related to interruptible
sales or IS service were discussed; isn't that

correct?
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A That's correct.
Q Is it also correct to conclude that issues
related to GS custoner intraclass rate design were

not the focus of these follow up neetings or interim

st udi es?
A Yes, that's correct.
Q Ckay. Let ne direct your attention to your

surrebuttal testinony at page 2, if you could turn to
t hat .

A kay. |I'mthere.

Q Al right. Look at line 42. 1'd |like you
to read from42 to 46, the sentences that are in --
partway through |ine 42.

A Sure. It says: "As | nmentioned in ny
direct testinony, due to the conplexity and history
of the rate classes and design, the goal for this
case was to get each class to a point where it was
paying its cost of service to elimnate interclass
subsi dies. The intraclass subsidies should be
elimnated in the next case, after the parties have
had the opportunity to anal yze the data and the
custoner's paying rates at full cost of service."

Q Not wi t hst andi ng that statenent, you've done
sonme tweaking to the GS custoner class in your

proposal ; is that right?
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A We did propose sone -- | would say the
changes that | have proposed for the GS class weren't
based on what we discussed in the interimtask force.
The changes that we proposed to the GS class al so
don't conpletely elimnate the intraclass subsidies
in the GS class. It's just sinply a step noving that
direction to reduce the inpact in three years when we
make a full change, the rest of the change.

Q But the changes to the GS class would
| argely be a reduction of costs that they woul d
assune because you're going to load the costs over on
the transportation custoners, isn't it?

A So there's two things going on in the GS
class. So one thing that's happening is we're taking
costs away fromthe GS class and we're allocating
that to TS class. That helps to renove the
I nt ercl ass subsi dy.

The other thing that I'mdoing in the GS
class -- and I"'msorry if | msunderstood your
guestion, but |'ve proposed to reduce the bl ock break
in the GS class. R ght now that block break is at
45 dekatherns, and |'mreducing it down to 30.

Q Now, you've not engaged in a coll aborative
effort to discuss that particular change, have you?

A No.
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Q Al right.

A Just the discovery process that happened
during this case.

Q Wi ch your proposed change was nmade before
we went through the whol e di scovery process?
That's correct.

Al right.

> O >

That was the conpany's proposal.

Q Al right. Let ne nowturn to a couple
points on -- related to the transportation rate and
the mgration of customners.

Coul d you please refer to the -- your
testinony -- direct testinony, |line 631 through 634.

A Ckay.

Q Now, you propose a 35,000 dekat herm m ni mum
use requirenent to prevent nore snmall custoners
mgrating to the highly subsidized TS rate; is that
correct?

A That is correct. And then later on, that
m ni mum use requi renent was changed to a noratorium
in ny rebuttal.

Q Now, sone of the data that the conpany has
provided in connection with this -- and | see it wth
different |labels on it, but one place where we find

i nformation the conpany has provided is in
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ANGC Exhibit 2.01R It m ght be what you have in an
Exhibit 4.06, page 1 of 2, but I"'m-- | get m xed up
on the nonencl ature of --

A Who's fil ed what?

Q -- who's sponsoring it and for what reason.

MR SABIN. Sorry. So which one are we
referring to, Steve?

MR. SNARR | can safely tell you it's in
ANGC Exhibit 2.01R, page 1. And if that appears
three or four other places, | apologize for not
giving reference to the others.

THE WTNESS: kay. | have
ANGC Exhibit 2.01R in front of ne.
BY MR SNARR

Q |"d like to direct you nowto |ine 51 on
t hat page.

A Ckay.

Q Doesn't that show that the current TS rate
paid by the small TS custoners recovers nore than
their allocated cost of service? That is, they're
paying -- they're paying a subsidy, not receiving a
subsidy; isn't that right?

A That is right. That -- now --

Q Okay. Thank you. Now, nobst parties in this

case oppose inplenenting the 35,000 dekat herm m ni mum
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use provisions as a neans to prevent new small

custoners mgrating to the TS rate; isn't that

correct?
A That's correct.
Q | f the Comm ssion agrees with these other

parti es and does not approve the 35,000 dekat herm
m ni mum use provi sion or any other noratoriumon the
m gration of small custoners, do you have an estinmate
of how many additional existing custoners woul d
actually mgrate to that TS rate cl ass?

A | have not done an estimate on how nmany
could mgrate.

Q Ckay. Thank you. We'll turn to sone other
| ssues now. Let's turn to sonme of the questions on
t he cost allocation issues.

In your rebuttal testinony at pages 4 and 5,
you di scuss issues raised by M. Daniel related to
the allocation of general plant costs and general
pl ant depreciation as those costs inpact custoners
using the NGV service; isn't that correct?

A That is correct.

Q Now, do you dispute that there should be
symmetry between the way the general plant costs are
all ocated and the way the general plant depreciation

costs should be all ocated?
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A. | think that the cost of service studies
shoul d be as accurate as possible. | do. And just

to give alittle bit of background on how t hese cost
of service allocators cane to be and why we use what
we use, after the 2007 general rate case, the conpany
sat down with representatives fromthe Division and
the office and went through each individual FERC
account and said, "What is the best way to allocate
this particular FERC account ?"

And that's the sane allocation factors that
the conpany is using today. | don't -- | wasn't part
of that study, but -- or part of that process, but
what happened is, as you're going through these,
you' re not necessarily |ooking at saying, "Does this
I ndi vi dual FERC account -- is it actually -- you
know, is it doing the right thing for each i ndividual
cl ass?"

It's saying, "What is the best allocation
factor for that as a whole, for that account as a
whol e?"

So you m ght have sone allocation factors
that all ocate not enough costs to the NGV cl ass, but
you have others that will probably allocate nore to
t he NGV cl ass.

But in this case, | think it's reasonable to
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keep using the allocation that we' ve used
historically, to keep using the gross plant rather
than the gross general plant that M. Dani el
proposed. |It's consistent with prior practice, and
It's a reasonabl e allocation factor.

Q Wil e | appreciate you suggesting it m ght
be reasonabl e, or you have an end objective in mnd,
| really want to just kind of point out -- ask a
guesti on.

General plant costs and general plant
depreciation, couldn't we say "birds of a feather

ought to flock together,"” that those two ought to be
allocated in sone simlar way?

A It's a reasonable allocation. | would think
that M. Daniel's allocation has nerit.

Q Al right.

A But I -- | would point out, though, that to
be consistent with past practice and to prevent
the -- the end result of using that allocation factor
Is significantly increased cost to the NGV cl ass.

Q Let's address --

A | f that happens, there's legislation that
all ows the conpany to subsidize that rate, and that's

what woul d have to happen for that rate to keep

going. So if you used M. --
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You addressed that in your testinony?
Yeah, | said that in ny testinony.
Page 5, commencing at |ine 112.

Sorry, where was that?

Page 5, commencing at |ine 112.

> O >» O > O

That's right.

Q Now, you there address the possibility of
t he Comm ssion enbracing M. Daniel's proposal as it
relates to the allocation of costs between those two
accounts so that they're kind of running together,
but explain that any of those allocations m ght
affect the NGV service. And if so, then you're going
to get into another situation of allocating back the
effect of the discount that you're giving to NGV,
right?

A That's correct.

Q Al right. Wuldn't it be better to
all ocate all appropriate costs or the simlar
accounts as they ought to be accounted for, and then,
to the extent that discounts are necessary or ought
to be provided, use the statutory authority to
justify such discounts?

A | think it's the sane result either way.
What -- the benefit of what | proposed is that | do

have consistency. And | think that for each one of
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t hose allocation factors, like |I said, you could
probably get into an argunent of what way you're --
what is the best way to do that. But | think that it
woul d provide a simlar result.

Q Al right. Let's now nove to questions
about the interruptible custoners. At page 8 of your
direct testinony, comencing on |line 202, you note
that in prior rate cases, the conpany, at the
direction of the Conmm ssion, included interruptible
custoners in allocations to share in costs to be
recovered associated with the design day usage of the
systent isn't that correct?

A |'"msorry. Let ne get there.

Q Yeah. Page 8, line 202 is where it starts.

MR. SABIN. Sorry, was that direct?

MR. SNARR Direct testinony.

THE WTNESS: Gkay. So yes. That was the
quote by the Comm ssion that you descri bed?

BY MR SNARR

Q Summar i zed.
A Ckay.
Q So in the past, the Conm ssion has directed

that interruptible custonmers share in sonme allocation
of the cost associated with design day usage of the

system right?
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A That is correct. That was what happened in
that 2007 docket. Now, since then, | think things
have changed. W have interrupted custoners since
2007. | think prior to 2007, that wasn't as common
as it has been recently. So I think things have
changed, and | think that conpany's argunent is
|l ogical, and so I'mputting it out there for the
Conm ssi on to change.

Q Al right. At lines 207 through 209, you
I ndi cate that in the 2009 rate case, the conpany
al | ocat ed demand costs over and above the average
peak requirenents of the firmcustoners to
Interruptible custonmers. So you did sone to
interruptible custoners at that tinme; right?

A Ve did.

Q And by "firmcustoners,"” you're referring to
firmsales custoners and those firmtransportation
custoners; right?

A | believe | -- I'"msure that -- yes, that's
correct.

Q Al right. So those who've contracted for
firmservice ought to be sharing the cost, but you
say that anybody who's on interruptible service
shoul dn't get any of those demand costs?

A. That's correct.
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Q All right. Now, there's been a |ot of

di scussion in this proceedi ng about the percentage
allocation related to the high-pressure feeder nains,
et cetera, and that's -- the use of a design
day/t hr oughput all ocator has been di scussed
ext ensi vel y.

Now, is it your understanding that the use
of the design day/throughput allocator affects the

al l ocation of costs to interruptible custoners, or

not ?

A For sone reason, | can't picture that in ny
head. | can't run that through.

Q Isn't it true that for the portion of that

forrmula that is designed based upon throughput, that
t he conpany woul d have throughput for all the firm
sal es custoners, throughput for all of the firm
transportation custoners, and throughput for the
Interruptible custonmers as part of package that would
share in the cost based upon throughput? Isn't that
correct?

A | apol ogize, M. Snarr. |'d have to | ook at
the nodel to see howto verify that that is the way
that that's all ocat ed.

Q Now, | do have the NARUC nmanual t hat

di scusses that briefly, but I don't know whether your
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nodel follows the nmanual or doesn't.
A It was not built based on the NARUC nmanual .
Q So if the NARUC manual says the appropriate
way to do a design day/throughput allocator includes
allocation to interruptible custoners through the
t hr oughput conponent of that, that's at |east
irrel evant as to whether or not your conpany is
actually doing that right now, is that right?
A | think -- well, so let's clarify sonething,
t hough, because the 6 -- the -- when you're tal king
about allocator 230, that's the one that has the
wei ghti ng between the design day and the average
t hroughput. That's used for a portion.

But there are conponents that are all ocated
only by throughput, and those would -- and those
custoners would definitely get a portion of those
costs that are allocated by throughput.

Q Ckay. Let ne back up for a mnute. kay.
Let nme just say to the extent that you use allocators
based upon throughput, and I'mgoing to say to the
extent that the design day/throughput allocator also
relies upon throughput --

A Sur e.

Q -- it mght be that interruptible custoners

are actually receiving a portion, an all ocated
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portion, of demand-day costs; isn't that correct?

A | think that if that were the case, | would
take out the design day portion of the costs and only
all ocate them the throughput-weighted part of the
costs. So that if |I'msaying design -- there's a
wei ghting of design day and throughput, and there are
sone costs that are allocated that way, it would
probably go through just the throughput.

Q But don't your feeder |ines nmake up part of
the systemthat is contenplated or used on a design
day?

A Sur e.

Q And aren't the costs associated with the
whol e system bei ng di vided up on a design day between
t hose who are using it -- firm-- and between those
who use it on a throughput basis?

Isn"t that what the allocator is all about
that we are tal ki ng about?

A So again, | -- | wsh that | had an answer
for you, but I"'mnot willing to say -- and |I could
check to verify how that's done, but I can't tell you
how - -

Q Al right.

A -- how it is being done.

Q Appreci ati ng your answer to that question,
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let nme ask a little different question just for
clarification.

Let's put that design day/throughput
all ocator aside for a mnute. You're stating on
behal f of the conmpany that the interruptible class of
custonmers should receive no cost allocation as it
relates to designed -- the use of design day

facilities or the demand part of that; isn't that

right?
| nmean, I'mtrying to understand your
t esti nony.
A Yeah. Wen | -- and unfortunately, the
testi nony doesn't say -- you know, it doesn't detai

out where that 68/ 32 allocator is used. That's in
part of the electronic nodel that was filed as

DEU Exhibit 4.18. Unfortunately, | don't have the
el ectronic nodel. | could look at it very quickly

and tell you how that's being treated.

Q Put that on the shelf for a mnute.

A | f you want to talk theoretically, if that's
what you want to do, I'mwlling to go --

Q ' m happy to talk -- sorry. |'m happy to

talk theoretically.
Let's put the design day allocator on the

shel f.
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A Ckay.

Q And maybe you can even check and clarify for
us whether there's a conponent of the throughput
aspect of that allocation that goes to the
interruptible class. But |eave that aside.

Your testinony is, is that the conpany
believes that the interruptible custoner shoul d not
receive any cost responsibility for the facilities
that are built to run the system They're basically
going to be there to take advantage of the gaps or
the | ower use of the system and hel p provi de sone
offset to the costs that are otherw se being incurred
by the firmcustoners; is that right?

A | think that's right.

Q Ckay. Are you aware of any other place
aside fromthat allocator where you have assigned any
demand costs to the interruptible class?

A No.

Q Now, that is a distinction from what
occurred in 2009, and it's also a distinction from
what the Comm ssion asked in a prior rate case to
i nclude the interruptible custoners for sone cost
recovery; isn't that correct?

A That's correct.

Q Doesn't this position represent a departure
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fromthe past rate design practices that have

occurred for DEU before this conm ssi on?

A It does represent a departure from what we
filed in -- fromwhat we were ordered to do in 2007
and then what we actually did in 20009.

Q Ckay.

A And as | pointed out earlier, | think that

It's inportant to change that so that there is a
di stinction between those custoners.

Q Al right.

A Now, in the 2013 case that we filed, that
was settled. So currently there -- the conpany's
proposal in that case was to not allocate design day
costs to those custoners. So that's what was
settled. So currently there are no design day costs

being allocated to those custoners.

Q Unl ess |'ve found sone in the allocator;
right?
A Ri ght .

Q Okay. As a proponent of the change you
descri bed, would you agree that the burden of proof
to show that such a change is necessary in
establishing just and reasonable rates would fall
upon the conpany?

A | do think that that's the conpany's
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responsibility, and that's why we put it out there
and we're saying that this is reasonable. There has
to be sonme kind of distinguishing difference between
an interruptible custoner and a sal es custonmer or a
firmcustoner; otherw se, there's no point in having
the interruptible class.

Q Except for you can interrupt them And
that's been the case and -- it has been the case, and
you have interrupted.

A Right. But if the custonmer is going to have
the willingness to be interrupted, they need to
receive a benefit to that. Oherw se, why woul d they
want to be an interruptible custoner?

Q Isn't it true that if -- as sone denand
costs are assigned to the interruptible class, but
that you then interrupt them that the conpany m ght
be exposed to greater risk to the extent those denand
costs are assigned to the interruptible class?

A |"'msorry. WIIl you repeat that one?

Q |f there is sonme portion of demand costs
that are assigned to the interruptible class so that
their rates are structured with a contenpl ati on that
the recovery of those demand costs would require them
to be using your systemto sone degree, isn't your

risk in recovering the denmand costs sonmewhat
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dependent upon them using your systenf

And yet, if you interrupt themor cut them
off, wouldn't that tend to cut off a thread of the
revenues that you mght be relying on to cone in
t hrough that class?

A It's an interesting question.

Q Less risk if you have all the denmand charges
settled on your firmcustoners and your firm
transportation rates; isn't it?

A Yeah, which | think is all the nore reason
not to allocate them any of those costs. |If they're
not contributing to those costs while they're
I nterrupted, then those costs should be placed on
firmsales custoners where | can collect the revenue.

Q Let's turn to that design day/throughput
allocator with a few nore questions. | understand
your caveat on ny earlier questions and your answers.

Page 6 of your rebuttal testinony, you
comment on M. Lubow s use of the term "peak day" to
mean hi ghest sendout day, as distinguished fromthe
conpany's use of that term which really neans the
desi gn peak day.

Do you recall that discission?

A | recall that discussion, yes.

Q You note that because the conpany bills its
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custoners on a nonthly basis, daily use of the
conpany's system by custoner class is really not data
that's available to you; is that right?

A That's right.

Q Isn't it true that the conpany can determ ne
and nmeasure when it has encountered a hi ghest sendout
day?

A W can determ ne when we have had a high
sendout day in the winter. W can determ ne that
pretty easily, but it's -- and | can tell you how
much of that is for the transportation class.

Q Ckay.

A And | can tell you how nuch of that is for
the TBF class for that day.

Q Ckay.

A Because on that day, | can gather detail ed
i nformation for those custoners.

Q Ri ght .

A Now, | cannot split out what is for the GS
class and what is for the FS class --

Q Ckay.

A -- because those custoners don't have daily
net er readi ng.

Q Right. 1Isn't it true that the conpany's

design peak day is only an estimate, and that as
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such, that event really hasn't ever occurred, and you
haven't ever neasured it, and you don't even know
what the transportati on custoners used on the design
day? It's all an estimate?

A. The design day is based on an estinmate, and
that estimate has been tested, |'d say fairly
rigorously, in recent dockets. There was a 2017
docket that discussed the peak hour charges, and the
desi gn day was very, very rigorously analyzed and
determ ned to be reasonabl e.

Q Sure. Analyzed and determ ned -- excuse ne.

Anal yzed, determ ned to be reasonabl e, but
in terns of what happened on an actual design day and
what anmount of transportation -- firm-- was
provi ded, what anmount of firm sales was provided in
aggregate, and whether there was any interruptible
custoners served at all on that day, you don't know?

A No.

Q Ri ght .

MR. SNARR  That concl udes ny questi ons.

CHAl RMVAN LEVAR. Gkay. Thank you,

M. Snarr.

"Il think we'll go to M. Russell next.

I11
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CROSS- EXAM NATI ON
BY MR RUSSELL:

Q Good norning, M. Summers.

A Good norning, M. Russell.

Q | have a few questions to touch on sone of
the topics that you identified in your testinony
summary, and | want to start with this allocation
factor 230. |It's discussed quite a bit in sone of
the testinony, but | haven't really heard a clear
di scussion of it yet today, so | think it mght be a
little bit useful.

That allocation factor seeks to allocate
costs of feeder lines, internedi ate high-pressure
mai ns, conpression stations, nmeasuring and regul ati ng
equi prent; right?

A That is correct.

Q Ckay. And it is appropriate -- there are
different ways to allocate those costs that are
deened to be appropriate in various proceedi ngs;
right?

A Yeah. | think that there are -- as pointed
out in this case, there are a lot of different ways
to do this.

Q Right. And for instance, you could allocate

t hem based entirely on a design day peak factor, as
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the witness for the FEA has done here; right?

A You coul d.

Q Ckay. And you can allocate those costs wth
sonme portion of the costs being allocated based on
usage at that design peak and sone portion of the
costs being allocated on the average use; right?

A Ri ght .

Q And that's what the conpany has done?

A That is correct.

Q Okay. And using that hybrid factor, as the
conpany does, allocates costs both based on how the
systemis designed and in howit is used; right?

A That is correct.

Q Ckay. And that -- the volunetric conmponent
of that allocation factor does distribute fixed costs

t hrough the volunetric rates; right?

A Yes.
Q Including to interruptible custoners; right?
A | think that's -- again, | think that's the

sanme question that M. Snarr was asking ne, and |'d
have to | ook at that allocator 230 just to nmake sure.
| believe it does allocate sonme of that cost to
I nterruptible.

Q Now, the conpany started with a 60/40
wei ghting proposal in this docket; right?
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A That is correct.
Q 60 percent of that allocation factor would

be design day, and 40 percent woul d be throughput;

correct?
A That's correct.
Q The allocation -- in fact, do you know what

the allocation factor is that is in rates currently,
based on the 2013 settled case?

A Yes. The 2013 case was settled using a
simlar approach to what |'ve agreed to here, and it
Is currently set at a 67/33 wei ght.

Q Ckay. And do you recall what that was based
on?

A It was based on the proposal -- it was the
sanme net hod that UAE proposed and ANGC proposed in
their direct testinony. | think sone have called it
the "peak average nethod,"” but it's the sane nethod
that |'ve agreed to here.

Q And that is -- just to spell that out, that
I's all ocating design day and throughput based on a
system | oad factor; right?

A That's correct.

Q And you have indicated in your testinony
t hat you have agreed to that -- that weighting

because you believe it carries the nost anal ytical
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weight; is that right?

A That's right. As far as the proposal s that
we're putting in this case, it was the only one that
seened to have backing behind it.

Q Ckay. Do you recall where the 60/40
wei ghting cones fronf

A Yeah. | can give you a little history on
that. The 60/40 wei ghti ng has been used pretty
consistently by the conpany. There's always sone --
| don't know -- people like to fight over this one,
think, a | ot because there's a |lot of costs that get
all ocated using this allocation factor.

So typically, parties would cone in and
propose sonething closer to a 70/ 30 wei ghting. That
usually conmes from typically, industrial custoners
that use -- that have a higher |oad factor, so
they're using their energy nore consistently
t hr oughout the year.

| woul d say the advocates and the snaller
custonmers woul d usually propose sonething snaller,
closer to a 50/50 weighting, |like we've seen in this
case. So when the conpany was doing its allocations,
it kind of |ooked at it and said 60/40 is the mddle
ground. And that seened reasonable, and that's

what | -- that was used in history.
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Now, in this case, the -- | agreed to this
new wei ghti ng using the average and peak nethod j ust
because it nmade sense. | nean, there's |ogic behind
it, and | think it's a reasonable allocation factor
to use.

Q Ckay. And woul d you characterize the 60/ 40
wei ghting factor that the conpany had initially
proposed, partly based on the history that you just
gave, as sonething of an arbitrary delineation?

A | hesitate to call it "arbitrary." That
sounds just wong. But yes, it was fairly arbitrary,
yes.

Q Ckay. Thank you.

A Arbitrary, but also in the range of
reasonabl eness conpared to the other argunents.

Q Fair. And let's talk for a second about
sone of the proposals to inpose design day costs to
i nterruptible custonmers -- design day peak costs to
I nterrupti ble custoners.

You' ve nade it clear the conpany does not
bel i eve that design day peak demand costs shoul d be
allocated to interruptible custoners; right?

A That's correct.

Q And t he conpany takes that position because

at times of peak demand, interruptible custonmers wll
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be interrupted; right?

A That's right. | think that they're
Interrupted even at tines that are not design peak
days.

Q And design -- you've indicated in this
docket that design day peak denmand infrastructure is
built to ensure that firmcustoners receive firm
service; is that right?

A That's right.

Q And in sizing the systemto neet anticipated
desi gn day demands, the conpany assunes that
interruptible custonmers will be interrupted, so the
sizing takes into account this notion of those
custoners being interrupted; right?

A That is right.

Q Ckay. Bear with ne for just a nonent.
A Sur e.
Q | do want to talk for a nonent about the

conpany' s approach to gradualism here, which you

touched on in your summary and in -- which is
outlined, | think, in your -- either rebuttal or
surrebuttal. | can't renenber.

A It was rebuttal.

Q Rebuttal. Yeah, there it is.

You indicate in your rebuttal testinony that
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you agree, sort of, on a high level with the proposal
suggested by M. H ggins, the three-step phase-in.
You identify which parts of that you agree with, and
| want to touch on one aspect of one that you depart
fromM. H ggins' proposal, and that is the tim ng of
t hose step increases.

Just to lay it out, M. Hi ggins' proposal
proposes a, you know, Step 1 increase to go into
effect on --

A It was March 1st.

Q Yeah, March 1st of this year

And then the subsequent increases to go into
effect also on March 1 of next year and in 2022,
right?

A That's correct.

Q And your proposal noves up the second --
Step 2 fromM. Hi ggins' proposal of March 2021 to
sonetine this fall; is that right?

A Yes. My proposal had the first increase
going into effect March 1st of 2020, so that's com ng
up. And then after that, just follow wth the
i nfrastructure tracker filings that the conpany files
every fall. And the reason | did that was just so
that would be fewer rate changes for the custoners.

That said, | think that if everybody's
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confortable with having nore rate changes for those
custoners, M. Higgins' approach is reasonabl e.

Q kay. And I'm-- | -- the reason that |
wanted to talk about this is that in your sunmary --
and you note this in your prefiled testinony as
well -- you indicate that you think it would be
fruitful for the parties, after the conclusion of
this docket, to further study sone of the issues that
have arisen in this docket to address things in
antici pation of the next rate case. And as you
tal ked about in your summary today, having stable
data is inportant to that process. And |'m wonderi ng
how your proposal interacts with that, because you
have a rate increase in March of 2020, and then
anot her one six nonths later that is a fairly
significant change in the rates.

How do you see that interacting with the
process that you've outlined afterwards?

A So the way | woul d see that process going,
because | think that we're -- we'll have to | ook at
cost of service issues for sure. But know ng that
the class will be at full cost, | think, helps --
wll help stabilize.

But what we would use is, know ng that rates

woul d be at full cost comng up in the next rate
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case, | think that we would do all of the analysis
using not the three-step approach, but we would use
the revenue that woul d be generated at full cost. So
we woul d just skip ahead to what the revenue | ooked
| i ke for the existing custoners, and we woul d use
that -- the full cost revenue to do the anal ysis.

Q But sone of that analysis is going to have
to take into account potential custonmer mgration
bet ween cl asses; right?

A Yes. And hopefully -- so | see a couple
t hi ngs happening. |f the 35,000 dekat herm noratori um
Is inplemented -- and again, | think that that's a
critical point of making this all work -- it wll
limt how many new custoners end up in the TS cl ass.

Now, if sone decide to | eave the TS cl ass

and go back to firmsales, | guess we'll have to
nonitor that as we go. | don't think that that w |
have as big of a change -- | don't think there wll

be as big of a change there as what there would be in
the -- if there wasn't a noratorium as far as growh
in the TS cl ass.

So | think you mght have -- for instance,
I f you had 50 custoners decide over the next few
years -- and |'mjust throw ng out nunbers here, but

I f you have 50 custoners decide to | eave the TS cl ass
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and go back to firm sales over the next few years as
rates gradually increase, that won't have a very big
| npact on the rate design or the cost of service in
the TS class or the GS cl ass.

What woul d have a big effect is if you don't
get that noratoriumand you add another -- | don't
know. If we're |ooking at that chart on page 22 of
ny direct testinony, you see that 150 custoners in --
from2018 to '19? |If | had 150 custoners comng into
the TS class every year for the next three years, |
think that would be a nore significant problemthat
we'd have to deal with. That -- that is not stable
data. And | think we'll have to change before we
file the next case.

Q Okay. Thank you. That's all | have.
A Thank you.

CHAl RMAN LEVAR: Thank you, M. Russell.

M. Mechanf

MR. MECHAM  Thank you, M. Chair.

CROSS- EXAM NATI ON
BY MR MECHAM
Q Good norning, M. Summers.
A Good nor ni ng.
Q Just to kind of l|ay the groundwork, would
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you let -- tell nme what types of custoners there are
using fewer than 35,000 dekatherns a year that are in
the TS cl ass?

A | think that it would vary a lot. And you'd
have everything fromschools to hospitals to hotels,
perhaps a -- | don't know if a big restaurant woul d
quite nmake it on to TSI. Those types of custoners, |
think it would be custonmers that were fornerly |arge
sal es custoners.

Q Okay. And if there is no noratorium would
you expect the sane kind of custoner to transfer to a
TS phase?

A Yes, | think it would be those sane types of
customers. Small grocery stores, those kinds of
t hi ngs, yes.

Q Do you know t he approxi nate average end
usage per custoner for the entire GS class?

A GS class, on average, | want to say is right
around 117. 1'd have to -- | nean, that's very, very
subject to check, but | think it's in that
nei ghbor hood.

Q Ckay. Thank you.

Do you accept, subject to check, that the
average end usage for the TS custoner in the -- any

time | say "small TS custoner,” | mean under
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35, 000 dekat her ns. Let ne restate that.
Yeabh. | s about 7, 700 dekat her ns?

Does that sound right to you?

A. That sounds reasonable. And | woul d base
that on the chart that | included in surrebuttal that
shows the -- | can just ook at that really quick in

nmy surrebuttal.

| turned right toit. It's page 6 of ny
surrebuttal. It shows a histogram of the sizes of
the custonmers in the TS class. And it | ooks like
the -- there's a bucket there that has 5,000 to
10,000. And it has the |argest use, so | would say
t hat sounds reasonabl e.

Q Okay. Thank you.

So even the small TS custoner is nmuch | arger
than the average custoner in the GS class, 77 tines,
based on usage?

A That's correct. There are a |ot of
residential custoners in the GS class that would
bring that average down.

Q Ckay.

A Absol ut el y.

Q Now, M. Snarr directed you to
ANGC Exhibit 2.01R

Could you return to that?
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A Ckay. |I'mat 2.01R
Q Thank you. Now -- and let ne nake sure |
understand. Wth respect to your original -- the

conpany's original filing, there was no division of
the TS class as far as cost of service is concerned?
A That's correct. This --
Q And so -- go ahead. Sorry.
A This was done as part of a data request.
Q So it's in response to UAE s data request
2.01, which is stated at the top of the
Exhi bit 2.01R?
A That's correct.
Q And M. Snarr directed your attention to
| ine 50, where the small TS custoner is producing a
return on rate base of 9.11 percent; is that correct?
A That is correct.

And before we go too far down the road on

this data request, | think it's inportant to note
that this was one look -- and | think it's an

| nportant | ook -- at how the class could be split.
And it definitely shows that the TS custoner -- the

snmal |l er custoners are paying their share the way that
rates are designed right now.
But relying on this to conpletely nmake a

fundanmental shift in the change of the TS class, this
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data request has not seen enough analysis to be used
for the sole basis to do that.

Q Have you seen -- there were other data
requests that asked for splits of the class at
different areas. And have you seen any of those that
produced a return where the TS -- the small TS
custoner wasn't producing nore than the average
systemreturn?

A No.

CHAI RMVAN LEVAR: M. Mecham |'msorry to
I nterrupt you, but just to clarify: Are the
hi ghl i ght ed nunbers at the bottom of this exhibit
I ndi cating confidential nunbers?

MR MECHAM  No.

CHAI RVAN LEVAR:  They're highlighted for
ot her reasons?

MR. MECHAM They're highlighted just to
call attention to it.

CHAIRVAN LEVAR:  I'msorry. | didn't know
that. Gkay. Thank you.

THE WTNESS:. They're just for enphasis.

CHAl RMAN LEVAR: For enphasi s.

MR. MECHAM Yeah. They're for enphasis.
BY MR MECHAM

Q And if you | ook, you can see, again, on
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line 50, the first nunber is the average system
return of 6.93. And then you can see the basic --
the various returns of all the cl asses.

And isn't it true that that shows the small
TS custoner is producing the second highest of all
t he cl asses?

A That's what this data request shows. And if
this is the only thing that's relied on, then that's
what it would show. | think there's a |lot of other
I nformati on that needs to be considered that wasn't,
such as differences in demand for these custoners,
their load factors, all these things that |'ve
al ready tal ked about. | think that all of that
i nformati on needs to be considered, probably, in
addition to size before this is utilized.

Q But there's nothing else on the record that
you or anyone el se has produced that shows that the
smal | custoner is causing the probl enf

A No.

Q So there's been kind of a narrative over
many years that it's the small custoner that's
causing the problem but the evidence that we have in
this record so far shows that isn't true?

A Yeah. And | think that -- and that's true.

The narrative has definitely changed as we' ve done
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nore analysis on this. | think that when -- when we
originally |looked at the case and we -- you know,

we're comng down to everything and we're | ooking at
It and we say, okay, we -- in 2013, we set rates, and
we agreed to a gradualism approach that took two
steps towards full cost rates. And one of those was
a step to 60 percent of full cost, and then anot her
step to 72 percent of full cost.

Then we cone into this case and we do that
same | ook, and it's down to 40. And we're going,
"What has happened? What was the change?"

And | think that -- | don't knowif it was
just easy to look at it and say, "Wat has changed in
the class?"And we | ook at it and we say, "It's all of
these small custonmers that are comng in. They're
not covering their costs.”" And that was the
narrative that was even in ny direct testinony.

Now, what probably really did cause that
change from when we went 60 percent, then 72 percent,
but suddenly we're back down to 40, as we've done
nore analysis, it |ooks Iike what has happened is --
the problemis that we never did get to full cost.

So what happens is |I'm now doi ng a feeder
| ine infrastructure replacenent program and |'m

addi ng revenue every year, two tinmes. But |I'm not
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allocating that to the TS class based on full cost;
|'"mallocating it based on sonething that was only
meant to ever get to 72 percent of full cost. So all
t hroughout this tine, | haven't been allocating
enough of those tracker dollars to the transportation
class, and that is nore |likely what has caused
this -- the change.

So based on this data request, it definitely

| ooks |i ke those small custoners are covering their

costs.
Q So the narrative so far has been w ong.
A | think -- yeah. Well, the narrative that |

started wth was wong, and |'ve just laid out why
t hat was w ong.

Q Thank you.

Now, the -- again, based on the evidence
that we have in this docket, the noratoriumwould
stop the custoners that are paying nore than -- nore
than their share, beyond the average return, from
joining the TS class; is that not true?

A | think the noratorium-- as | nentioned in
nmy summary just a few mnutes ago, the noratoriumis
neant to stabilize the TS class so that we can really
do a solid analysis. It's -- you could definitely

argue that if they cane into the class, that they
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woul d be covering their costs. But that's only one
portion of what needs to be anal yzed before we make a
rate for these custoners.

From what |'ve seen here, | think this was a
good analysis, and it's sonething that is a result of
col |l aborating with other parties. But it's only the
start. Using these rates, | think, would lead to
further problenms down the road if we just add a snall
cl ass.

Q But wouldn't it -- if you bring custoners in
that are contributing nore than the average system
return, doesn't that bring the class closer to ful
cost faster?

A | think that -- well, | wouldn't agree to
t hat because the revenue that they're bringing -- if
this shows that the large class, the | arge custoners,
are the ones that are causing the undercollection, |
don't think that the revenue that would be brought in
by small custonmers would have a material inpact on
the -- on the undercollection of the |arge custoners.

Q But it certainly wouldn't add to the

pr obl em
A No --
Q It may not be big conpared to what the |arge

users use, but it would give you an increnental
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positive return.

A No. But as |'ve already nentioned, though,
the noratoriumreally is neant to stabilize the class
so that a solid anal ysis can be done.

Q But isn't it true -- | nean, the |arge
users, as you point out -- | nean, that's what the
hi ghl i ghted figure under "TSL" shows. They're
returning .75 percent in this exhibit; correct?

A That's correct.

Q And in response to UAE's 2.01?

A That's right.

Q And if you turn to ANGC Exhi bit 2.02R, that
gi ves you additional breakdowns that were requested.
O course, you've got the first one that -- above and
bel ow 35, 000 dekat herns, and then you' ve got the
D vision's request at above or bel ow 120, 000, and
t hen you' ve got US Mag at above or bel ow 800, 000.

And that further shows, when you | ook at the
| arge cl ass, does it not, at above or bel ow 800, 000,
that the large custoners are in the negative
territory of negative 2.54?

A That -- that is what that shows. And that's
a summary of those data requests.

Q Ckay. And then we've been tal ki ng about the

desi gn day allocation factor
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Agai n, even using that, if you | ook at

page 22 of M. diver's surrebuttal testinony --
A You sai d page 227

Q 22 of the surrebuttal.

A

Ckay.
Q It shows -- there is a correction there.
Where it says Domnion at 60 -- it says 60/60. That

shoul d be 60/ 40.
But it shows the returns on rate base under
each of those scenarios, where you're at 68/ 32,
60/ 40, or 50/50. And in each case, doesn't that show
that the small TS custoner returns above average
systemrate of return?
A It does show that.
Q So what are you stabilizing by using the
mor at ori unf
A So ny ultimate goal, when |I'm | ooking at the
TS class and the state that it's in right now, is |
need to set -- it's probably going to be a split
class. W're going to make a new cl ass of custoners
somewhere there.
But for ne to be able to do the rate design
and to set it for a group of custoners, | need for
that growth to stop. | need for -- | need to have a

consi stent set of custoners that | can do that
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analysis on. And then after | get the rates done
right -- and that includes making sure that they're
payi ng the appropriate denmand charges -- that neans
maki ng sure that they're paying the appropriate
adm ni strative charges, it neans doing a | ot of that
anal ysi s.
Once | get a new class for this new class of

custoners, then I will open everything back up and
| et everybody join whichever class they feel is
suited best for them

Q But in the neantine, hasn't that stifled

conpetition?

A | really don't think it has.
Q | don't want to interrupt. Are you
fini shed?

A Ch, | covered in ny summary that | think
that a lot of the things that |I'mdoing show that |'m
not trying to stifle conpetition.

| -- if custoners -- the whole circunstance
we're in is because of a market change, right? So
when market prices dropped dramatically back in 2008
with the Shale Revolution, and -- and so it put it so
t hat sone of these custonmers can now go to
transportation service and pay less for their

commodity than they would as a sal es custoner.
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That cl ass was never designed for them The
demand charges, the way that we treat their denmand
and require themto use that, was not designed for
them They're comng on to a rate right nowthat is
sinply not for that type of custoner. They really
are neant to be nore of a GS or FS custoner.

So | think that the new cl ass woul d probably
| ook sonmething like that. It may not have a denand
charge. | don't know But it mght not, because
they' re not as sophisticated as the large users. A
| ot of that stuff needs to be consi dered.

So the point of the noratoriumis saying,
"Just tinme out for a mnute." W're talking about,
you know, a three-year period where everybody can get
t oget her, do the analysis, design a good rate, and
then | et people back on.

And | think that it -- like | said in ny
sunmary, it does protect those custonmers who would
make a decision otherwse. |If |['ma GS custoner
right now and |I'mexploring if | want to go to the TS
class, I'"'mlooking at this saying, "Well, | don't
even know what rates are going to be at this point.
| know that they're going up over the next few years,
but do I -- should | be entering into a three-year

contract to -- with a supplier when | don't even know
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what the rates are going to be at the end of that?"
It's -- | think that it's protecting

custoners, and | definitely do not think it's
anticonpetitive.

Q Did you read M. Chisholms surrebuttal
testi nony?

A | did.

Q And did you see where he said, in 2019,
school districts saved $1.6 nmillion in the TS rate?

A Right. And like |I said, that was due to a
commodi ty change.

Q So a three-year noratorium were they not

able to take TS service, would cost them $5 mllion?

A It's hard to say that it would cost them
that. | nmean, | think that the custoners that
haven't switched, they probably -- yeah, you're

right. They wouldn't be getting that benefit. |
don't know why they haven't switched already. |If
there was that kind of savings, chances are they are
conpletely satisfied paying the rates that they are
as a sal es custoner.

Q But with a three-year noratorium they
woul dn't even have the opportunity, would they?

A No.

Q And they woul d al so be prevented from com ng
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Into the class and adding to the positive return
based on your noratorium is that correct?

A Well, they would still be contributing to
their -- | mean, |'mproposing full cost rates for
all classes of custonmers. | nean, if you' re talking
about the difference between -- you know, in between
a class, | think that they'd be paying a simlar --
they're paying a fair return where they're at.

Q Well, aren't they -- if they're left in the
GS class, aren't they paying a trenendous subsidy?

A It depends on your use of the word
“trenendous."” But they are -- there is an intracl ass
subsidy in the GS cl ass.

Q Vell, they wouldn't want to leave if the
rates were set correctly; correct?

A | think if rates were set correctly, there
shoul d be no benefit for staying or going, as far as
a DNG cost is concerned.

Q You tal ked about | oad factor.

Do you know what the average load factor is
for the TS class?

A | don't, off the top of ny head.

Q Wul d 72 percent, subject to check, sound
about right?

A Sounds about right.
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Q In your surrebuttal, on page 51 believe it
IS, you have a table there that shows rate inpacts on
custoners using various |levels of dekatherns; is that
correct?

A That's correct.

Q What was the | oad factor assuned in that

t abl e?
A There was no | oad factor assuned. Load
factor -- when you're tal king about |oad factor, |oad

factor is how a custoner uses gas throughout the
year.

Q Yes.

A So if a custoner uses gas nore evenly
t hroughout the year, say for an industrial process,
they' Il have a higher load factor. |If a custoner
uses gas nore seasonally, they'll have a | ow | oad
factor. But the TS class, right now, has no cost
difference for |oad factors. There's not a | oad
factor rate or even a |oad factor provision. |It's --
It wouldn't affect any of these rates.

Q Wasn't this conputed with about 33 or
35 percent |oad factor assuned?

A Load factor has no effect on any of the TS
rates. You can be using a high |oad factor or |ow

factor. If you're tal king about demand, that's a
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different issue. But |oad factor does not have any

bearing on -- on this table. |If |I have a high | oad
factor, |'m paying volunetric rates plus an admn fee
plus a basic service fee. |If |I have a |low factor,

| ' m payi ng the sane thing.

Q Let ne ask about the demand charge for just
a noment.

The demand charge increases in your proposal
by over 104 percent, $2.19 to $4.47 per dekatherm is
t hat correct?

A |s that due to the stepped increases?

Q Yes. It occurred -- well, it does occur
over the full period of the three-step phase-in.
Utimately, you' re at 104 percent or $4.47; is that
correct?

A. This table doesn't --

Q No, no. I|I'msorry. | shifted off the

tabl e.
A Ckay. So now you're asking about demand --
Q Your demand charge increase, what are you

pr oposi ng?

A Well, there's a significant increase in the
demand char ge.

Q How ruch?

A | can |ook at Exhibit 4- -- | think it was
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4.14. This would show what was originally filed.
And | wll | ook at page 4 of 5.

And that shows -- I'mlooking at |ine 14,
and it |ooks Iike the revenues fromthe demand woul d
I ncrease by 100.9 percent.

Q Ckay. And did | understand your testinony
to say that you didn't expect price increases on the
DNG side to -- that is, the distribution non-gas side
to send signals to custoners?

A | think the custoners do | ook at the
prices -- at the DNG prices. | nean, M. Swenson
mentioned in his testinony that he does | ook at DNG
costs as a price signal.

| think when the conpany is usually | ooking
at DNG all I'mtrying to do is accurate cost
allocation. So I'm-- | want to nake sure the
custoner who is causing the costs is paying for those
costs. | think that the price signal -- the stronger
price signal that custoners should | ook at would cone
t hrough the commodity, and that's what | said in ny
testi nony.

Q But you referenced M. Swenson's testinony.

He made it pretty clear, did he not, that an
i ncrease |like that in the demand charge woul d cause

himto |l ook at alternatives?
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A That's right.
Q So it is sending a price signal?
A It is to him
Q Pretty significant one, sounded |ike?
A It isto him |'d also point out that

M. diver pointed in his testinony that these
custoners have not been sw tching due to DNG savi ngs.
They' ve been swi tching due to commodity savi ngs.

So in that light, I think that those
custoners, those smaller customers, the ones that
we' re concerned about here, are the ones that are
using commodity as a pricing.

Q Thank you.

Now let's talk for just a m nute about your
step phase-in.

A Ckay.

Q So am | looking at this correctly that, wth
respect to Block 4 of your phase-in, in the initial
step, Step 1 for Block 4, it would be about a
34 percent reduction?

A Yeah. And that was pointed out -- | believe
M. Hggins, in the last Q and A of his testinony,
pointed that out as well.

This, | believe -- and | guess just to cone

clean, | think that we noticed that in the rebutt al

Advanced Reporting Solutions
801-746-5080




© 00 N oo 0o b~ W DN PP

N NN N NN R P R R R R R B R R
g DN W N P O © © N O O M W N B O

Evidentiary Hearing Day 1
January 15, 2020 Page 78

nodel that we were filing. W did nmake a change, and

t hen sonewhere in the process of, | don't know,
maki ng ot her changes, it got undone. And | -- I'm
sure that was ne. | think | did sone |ate nodeling

and probably undid that.

But M. Higgins' testinony points out that
he woul d propose -- let ne just turn to that so |
don't get that wong, what he said. It was his |ast
guestion and answer in his surrebuttal.

He had sonme issues with the -- he had sone
concerns with the TS rate design that | proposed in
rebuttal. So on line 233, he says: "It appears the
DEU is attenpting to target absolute differentials
bet ween the various volunetric blocks. Instead, |
reconmend scal i ng each volunetric block rate by an
equal percentage increase to mnim ze the disruption
to TS custoners.”

And | agree with what M. Hi ggins said
there. | think that it nakes sense to scale it -- to

scal e those by an equal percentage increase.

Q So your proposal fromyour surrebuttal has
changed?
A | didn't make any changes in ny surrebuttal

to what | had in rebuttal, so | think that the nodel

that | used in rebuttal is where the problemli ed.
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And then a lot of those rates carried forward into
surrebuttal .

Q What |' m asking, though, is it -- I'mjust
| ooki ng at the fourth block, for instance. There's
al nost a negative 34 percent drop. And then in

Step 2, there's a 38.6 percent increase. And in

Step 3 -- or, | guess, the overall, it's 55.7 at the
| ast bl ock --

A Yeah.

Q -- increase?

A Yeah. And | think that as long as rates are
col lecting the revenue requirenent that they're
supposed to collect, and | think as long as there's
| ogic to the phased steps, |I'mopen to a different
pr oposal .

Like | said, M. H ggins' proposal to scale
It by equal percentage increases, | think there's --
t hat makes sense.

Q So with respect to the 34 percent reduction,
you're not going to do that in the first step in your
proposal now?

A Well, to be clear, what's on the record from
nmy rebuttal testinony would have that 34 percent
decrease because, |like M. Hi ggins points out, we

targeted absolute differentials rather than just a
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scal ed volunetric increase. So it still collects the
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right revenue requirenent, it's just a matter of
whi ch bl ock does it cone in.

As long as it's collecting the right revenue

requirenent, I'minpartial to what it -- which
proposal it is. So what | proposed in rebuttal, if
It was replaced with M. Hi ggins' approach, | would

be fine wth that.

Q Ckay. But if we stayed with your approach,
t he evidence so far in this case is, is that the
| arge users are actually not returning their average
return to the system and the small ones are.

A That's right.

Q But it would be the large ones, in
particular, who would take advantage of this fourth
bl ock and negative 34 percent.

Is that the right price signal to send at
this point?

A No. That's why | just said that | would
agree to what M. Higgins...

Q Let me ask you: How |long have you been --
has the conpany been concerned about the TS cl ass?

A The TS class, as it is known now, has been
around since 2008, 2009. And fromthat tine, it has

been underpriced. And so the conmpany has been
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concerned about it since then. | have been doi ng
cost of service and rate design since 2012 and have
been consune -- concerned about it. Not consuned by
It, but concerned about it since then.

Q And this collaborative process you're
proposing, is that going to go in tandemwth a
three-year noratoriun? So we're going to be doing
this for three years?

A | don't want it to take longer than it needs
to take. But | think that there is a |ot of analysis
that needs to be done. And if it takes the ful
three years, I"'mcommtted to do that.

Like | said, this is a fundanental change.
It's not sonething that can be done so easy as j ust
saying, "Oh, there was a data request that was based
on 35, 000 dekat herns, having themsplit, let's go
with that, it shows us exactly what we want." It's
too early to use that.

Now, it does show sone information, but it's
not even close to enough information to make a new
cl ass of customers using that 35,000 dekatherns. So
If it takes tine, it takes tine. Watever that
process is, | think that we can nmake sonme progress on
this.

Q Wth respect to your one-tine election
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tariff that you nmentioned in your summary, did I
understand that it's the Wexpro agreenent and Wexpro
gas that makes it unique here?

A Well, what ny sunmary said was we are uni que
I n that we have conpany-owned production and that we
have to plan for that production.

There's a cap on how nuch Wexpro can
produce, and so Wexpro needs to know how much -- how
many firm sales custoners there will be so that it
can make plans for how nuch gas to produce. These
aren't decisions that can be made on a -- you know,
on a weekly basis. Once you commt to drilling, the
gas cones. So they do need to know in advance how
much they can produce.

Q So Wexpro is acting as a drag on the systenf

A | wouldn't say that at all. Not even cl ose
to adrag. | think that the Wexpro price -- and it's
not a secret to anybody in this room-- Wxpro prices
are higher than market prices right now But they
are com ng down.

Wexpro has changed a | ot of its processes.
And, | nean, we have -- | feel |like |'mpreaching to
the choir here because everybody -- a | ot of people
fromthe D vision and the Ofice and the Conm ssion

have been part of audits of Wexpro. New properties
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have been brought forward, new ways of operating and
how nmuch noney Wexpro can return. Wexpro has done a
|l ot to bring that cost down.

But Wexpro has been valuable to custoners
since its inception. And even |ast year when the
Enbri dge Pi peline happened, we woul d have been payi ng
prices, you know, in the $15 range if we hadn't had
t hat Wexpro gas, so | wouldn't even cone close to
calling Wexpro a drag on the system

Q But it -- it -- of the jurisdictions where
ny client operates, this is the only one that doesn't
have, say, 60-day notice transferability. So if it
Isn't Wexpro, then there's sonething el se going on
that perhaps isn't as unique as we think it is. O
am-- what am | m ssing?

A It's tricky to conpare state to state. |
mean, there's --

Q Well, then let's not do it.

A There's al nost a 40-year history of Wxpro.

Q Yes, |'m aware of that.

A Yeah, you're very aware. You were probably
a part of it back then. But -- ny point is we do

that for a reason. W have to make sone of those
plans. | don't think that the -- that the tim ng of

when t hese custoners can sign up hasn't prevented
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custoners fromsigning up. | nean, the chart that
|'ve referred to already shows that we've had
I ncredible growth in the TS cl ass.

So | don't think that our planning process
Is influencing gromh in the class. | think that it
could be left right howit is, and custoners could
still work with us to nake sure that they've got gas
when -- or that they can be a transportation custoner
at that tine.

Q Okay. Thank you. That's all | have.
A Thank you.

CHAl RVAN LEVAR: Wiy don't we take a break
right now, and then we'll go to Major Kirk, if you
have any cross-exam nation. Wy don't we conme back
at 10:50 by that clock.

(A brief recess was taken.)

CHAl RMAN LEVAR: Okay. | think we'll start.

We'll go to Major Kirk, if you have any
questions for M. Sunmers.

MAJOR KIRK:  Chairman, it's Captain Friedman
that will be handling the cross.

CAPTAIN FRI EDVAN:  Chairman, it's conme to
our attention that the surrebuttal testinony of
Brian Collins may not have made it to the online

docket. It was served on all the parties on the 6th
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of January. Qur paralegal is researching it, but
it's been resent to the Comm ssion this norning.

CHAl RVAN LEVAR: Okay. | don't have his
surrebuttal either, but hopefully we will have it by
this afternoon. But that nay |ead to procedural
| ssues that we'll have to deal with as we get to that
point. But, yeah, to ny know edge, the Conm ssion
has not received any surrebuttal fromM. Collins.

CAPTAI N FRI EDVAN:  Yes. So we're happy to
provide a copy now, and then, as | say, we're -- the

el ectronic was submtted just recently.

CRCSS- EXAM NATI ON

BY CAPTAI N FRI EDVAN:

Q Good norning, M. Summers.

A Good norni ng.

Q |'"d like to direct you to the surrebuttal of
Brian Collins, which is Exhibit 4.0SR

A Ckay.

Q Wul d you agree that the conpany nust --
designs distribution main capacity to neet the

coi nci dent design day's demand of its custoner

cl asses?
A | do agree with that.
Q If | can direct you to table 4 in the

Advanced Reporting Solutions
801-746-5080




© 00 N oo 0o b~ W DN PP

N NN N NN R P R R R R R B R R
g DN W N P O © © N O O M W N B O

Evidentiary Hearing Day 1
January 15, 2020 Page 86

surrebuttal of M. Collins on page 14.
Have you had a chance to review this?

A | have.

Q And colum 1 includes the design day demands
for each class as utilized in your class cost of
service study; correct?

A |'d have to -- | would have to conpare that
real quickly, but it |ooks like that's correct, yes.

Q Ckay. And you utilized a 60/40 wei ghi ng of
t he design day and average denmand?

A In my direct testinony, | did use a 60/40
wei ghting. That was changed to a 68/ 32 weighting in
ny rebuttal.

Q Okay. And columm 2 of table 4 includes the
al l ocated gross plant cost of feeder nmins for each
class as a result of your class cost study -- service
study using 60/40; right?

A Yeah. Again, |I'd have to conpare, but it
| ooks |i ke that's accurate.

Q Ckay. Columm 3 of table 4 shows the gross
pl ant cost for feeder mains divided by the respective
cl ass design day demand; correct?

A Correct.

Q Ckay. And columm 5 indicates the system

average gross plant cost for feeder mains is show ng
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a $709 per unit of design day capacity?

A | believe that's what it shows, yes.

Q Going to colum 3 for the GS class, it shows
a $652 per unit of design day capacity; correct?

A Yeah. [|I'mstill trying to figure out what
the differences are here. So |I'm |l ooking at colum 2
as a "P&A allocation of costs," so that's -- rem nd

me what you're referring to as "P&A"?

Q | "' m | ooking at colum 3, "P&A capacity per
unit cost."”

A Right. And what does "P&A" stand for?

Q Peak and aver age.

A Ckay. Peak and aver age.

Q And it's show ng as $652 per unit for the GS
cl ass.

A That's correct.

Q And for the TS class, it's showng a unit
cost of $1, 064.

A That's correct.

Q So it's roughly doubl e.

A Yes. If you're looking at it on a per
dekat herm basis like this, yes.

Q The conpany incurs the sanme cost per unit
regardl ess of class?

A That's true. | think what we're trying to
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do is here is we're trying to determ ne which cl ass
IS using the cost.

Q Ckay.

A So that's why that's allocated -- that's why
It's all ocated.

Q But it's the same product. |It's a unit.
And one group is paying double the other group.

A One group is being allocated nore per
dekat her m

Q Ckay. Just to put this in sinpler terns, it
woul d be |ike two people wal king into a barbershop,
asking for the sanme type of haircut, one paying 20
bucks and one payi ng 10 bucks; right?

A Well, the difference is that |I've got -- the
GS class is paying for $753 million of costs, and the
TS class is only paying 223 mllion. So, | nean --
but that's how all ocations work in different classes.
You're trying to figure out who should be responsible
for that cost and allocating that. |If that's how it
wor ks out on a per dekatherm basis, then | think
that's reasonabl e.

Q Ckay. So the custonmer who's paying the
20 bucks for the haircut in this hypothetical is
basically subsidizing the custoner that's paying

10 bucks?
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A | don't know that | can nake a -- these
aren't two different -- these aren't |ike two
different people, right? |I'mdealing with a mllion
custonmers versus -- with conpletely different usage

patterns and conpletely different uses of the system
as conpared to a thousand custoners that are using
the system | nean, it -- | can't nake that
conparison with the haircuts.

Q But under columm 5 on table 4, under the
desi gn day demand capacity, all classes are allocated
t he same cost per unit, $709; correct?

A Yes. And is that M. Collins' calculations?
s that his proposal, that each custoner -- that they
each be allocated the sane anount?

Q Yes, sir, it is.

A Ckay. So yes, that's what his colum 5

shows.
Q If | can direct you to table 5?
A That's on page 17?
Q Page 17, yes.
A Ckay.
Q If we go to colum 7, the GS class needs

80. 2 percent of the system desi gn day demand capacity
to nmeet its expected design day demand; correct?

A If you'll give ne just a nonent to | ook over
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table 5 --
Q Sur e.
A -- just to see what it's calcul ating.

So colum 1 is the design day capacity. And
again, that |ooks |ike taken that fromthe
conpany's. ..

Col um 2 | ooks the sane as your colum 7.

Yes, it looks like 80.2 percent of the costs
are being allocated to the GS cl ass.

Q But if we ook to colum 4 for the
percent age of system capacity, we see it's
73. 7 percent.

A That's right.

MR. RUSSELL: M. Chairman, | hate to
interrupt. I'mgetting sone information that the
audio feed may not have restarted yet.

CHAl RVAN LEVAR:  And |I'mjust getting that
sanme i nformation too.

Do we have the stream ng up and runni ng?

COURT CLERK: Yeah, it's not working. W're
not getting any dat a.

CHAl RMAN LEVAR: Wiy don't we take a
five-mnute recess and then cone back. It sounds
| i ke there are sone people who are relying on that,

so hopefully we can resolve this in five mnutes. |If
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not, we'll take a little bit |onger.

| apol ogize for interrupting the
Cross-exam nati on.

(A brief recess was taken.)

CHAl RVAN LEVAR: Wiy don't we go back on the
record.

And before | go back to Captain Friedman, |
just want you to know that the three of us don't have
t hese exhibits fromM. Collins' surrebuttal that
you're referring to, so we don't have it in front of
us as you're referring to this. W haven't had it or
read it or had it available to us, so if you're
okay -- so that puts us at a di sadvantage as we're
foll owi ng your cross-exam nati on.

MR. SNARR.  Copi es are bei ng produced that
we m ght share with you nonentarily.

CHAl RMAN LEVAR: Wl l, do parties prefer a
little bit nore delay? It'lIl be -- it's difficult
for us to follow you cross-exam nation without this
in front of us, and we haven't received it yet.

Do we need another five m nutes, then?
More? More than that? O we have...

MR. SNARR: Courtesy copy for the
comm ssi oners.

CHAl RMAN LEVAR:  Captain Friedman, you nay
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continue with your cross-exam nation. | apol ogize
for the interruption. | don't know the cause of
our -- the cause of our stream ng problem but I

apol ogi ze for interrupting your flow of the
guesti ons.
CAPTAI N FRI EDVMAN:  No problem Thank you,
Chai r man.
BY CAPTAI N FRI EDVAN:
Q M. Sumrers, when we left off, it was
table 4 that we were discussing. And we were | ooking

at colum 5.

A | thought we were at table 5. Are we on
tabl e 4?

Q Just wanted to back up for a nonent.

A kay.

Q And it was table 4, which is on page 14.

A Ckay.

Q And | was pointing out that under the
"Design Day Capacity Per Unit," there's the -- the
per unit cost is the same per class.

Wul d you agree with that?

A As it was calculated by M. Collins, that's
right.

Q Okay. Thank you.

Now, if | could please direct you to
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table 5?

A Ckay.

Q We were discussing the columm 7 for the GS
cl ass shows an 80.2 percent for the percentage of
system capacity.

A That's correct.

Q And colum 4 shows a 73.7 percent for the
percent age of system capacity under the "Peak and
Average Allocation."

A Right. Now, if I'mlooking at this right,
t hough, colum 7 is the conpany's proposal and
colum 4 is M. Collins' proposal ?

Is that -- am| reading this correctly?
Q Yes, that is correct.
A Okay. Yes, so then that would be right.
So the conpany's proposal, which | believe
I's duplicated in colum 2, is 80.2 percent for the GS
class, and the -- and M. Collins' proposal is
73. 7 percent.
Q Yes. No. It's the other way around.
A |f you give nme just a nonent, |I'mgoing to

| ook at ny original exhibit that covered the design

day just to verify what I'mlooking at. If you give
me a nonment, 'l tell you which exhibit I'"mgoing to
| ook at.
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So |'mlooking at DEU Exhibit 4.05, which
shows that 80.2 percent of the design day costs are

all ocated to the GS cl ass.

Q Yes.

A So yeah, the conpany's position would be in
colums 2 and 7. And then | would -- it |ooks like
the -- M. Collins' proposal would be in colum 4.

Q So what |'mpointing out is that -- the

di fference between these two nunbers shows that the
GS inmplied capacity available for the class on the
peak day is actually less than the capacity needed to
neet the GS design day demand; is that accurate?

A |'"msorry. WIIl you repeat that so | can
make sure that | can --

Q That the GS inplied capacity available is
| ess than the capacity actually needed on the design
day denmand?

A According -- that would be according to
M. Collins' proposal.

Q Ri ght .

A That's what he shows. | wouldn't say that |
agree with that, but that's what his proposal shows.

My al l ocation factor uses a 68/ 32 wei ghting

and would give it a different result.

Q And noving to the TS class on table 5, |
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want to go through the sane brief exercise.

W see a 21.9 percent percentage of system
capacity under peak and average.

And t hen under the "Design Day, Percentage
of System Capacity,"” colum 7, we see a 14.6 percent.

A That's what | see.

Q And that actually shows that there would be
too nmuch capacity avail able conpared to the design
day denmand; is that accurate?

A That's what M. Collins has tried to show
with his exhibit, yes.

Like | say, ny -- | don't agree with how --

wth his allocation factor. But | think that |'ve

supported ny proposal. |'mnot going to support his
exhi bit.
Q Ckay. |1'd like to direct you to table 3 on

page 11, please.

A Ckay.

Q Has M. Collins summarized the custoner
accounts and desi gn day demands correctly, to your
under st andi ng?

A The custonmer accounts | ook accurate, and the
desi gn day demand -- yeah, that |ooks right, as far
as colums 1, 2, and 3.

Q If I could direct you to colum 6 for the GS
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class, for revenue as percentage of system it shows
17 percent for the GS cl ass.

Do you see that?

A Yes.

Q But noving over to colum 4, the GS class is
responsi ble for 80.2 percent of the system design day
demand.

A Yeah. You're conparing different things
here, though. Because the -- their demand isn't
really related to the nunber of custoners or the
per cent age of revenue.

So | -- again, this wasn't ny exhibit. [|'m
not going to say that it's a better analysis because
| believe that the information that | put out there
for all of my cost for service allocators is
accurate. But the nunber of custoners and their
percentage of revenue really isn't related to how
this allocation factor shoul d happen.

Q Ckay. But this class is -- does contain
99. 8 percent of the custoners, GS class?

A That's true, it does.

Q Whi ch anbunts to 80.2 percent of the design
day denmand?

A That's right.

Q But this class is only responsible for
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17 percent of the revenue?

A O the revenue increase? |Is that what
colum 6 is...

Q Yes.

A Yeah. | think we're tal king past each ot her
here a little bit. And nmaybe | can clarify this by

using an exanple of two people going to get a

hai rcut, but -- | know. That was supposed to get
| aughs, but -- but the two people that go in to the
hai rcut aren't the same person. |If | go into the

hai rcut place and ny wife goes into the haircut

pl ace, we're both going to be | ooking for different
t hi ngs, okay? M haircut should be free. |It's that
good.

COW SSI ONER CLARK: M. Summrers, | was
going to say, | don't think you and | shoul d be doi ng
haircuts at all. It's all |'ve got.

THE WTNESS: Wereas if ny wife goes in
she's going to be getting different services. Now,
we're two people, soit's fair to look at it and say
we are two people and we should be treated fairly.
But we're both going to be using the haircut place --
| don't know where she goes to get her hair done, but
we're going to be using different services, and so |

think it's fair for both of those people to be paying
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a cost that is fair to them
BY CAPTAI N FRI EDVAN:

Q Ckay. And going back to table 3, the TS
cl ass, just the sane analysis we went through a
noment ago with the GS cl ass.

This class anmounts to .1 percent of the
custoners, but yet it's responsible for a nuch higher
percent of the increase, 64 percent; is that what the
tabl e shows?

A That appears to be what his table shows.

Q Just wanted to go back. You testified about
the noratorium and | just want to get a little nore
| nformati on about that.

The concern you have that custoners may
mgrate fromthe GS class to the TS class, can you
explain that?

A Yeah. So the concern is that -- we've
| earned a ot of information in this case. Wen we
filed it, as M. Mecham poi nted out, the narrative
has changed a little bit. W originally said that
smal|l custoners were causing all the problens in the
TS class, and that narrative has changed.

And so what we've proposed is that as we do
t he analysis going forward, that's going to take sone

time, and it's going to take a | ot of data gathering,
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and it's going to take a | ot of analysis. The point
of the noratoriumis to stabilize the TS class so
that the custoners that are there now are the

custoners that we can use for the analysis.

And then noving forward, we'll set a rate
and we'll take the noratoriumoff so that it's --
we'll set an accurate rate for all the custoners and

take the noratoriumoff. But we need to have a
stable set of data. And so that's what the point of
the noratoriumis.

Q So you're trying to acconplish that by
preventing the GS custoners fromnoving into the TS
custoners -- the TS cl ass.

A It's the GS and the FS classes. W' ve had
custoners from both of those classes, the general
service and the firmsales. Both of those -- we've
had custoners from both of those classes noving to
the TS cl ass.

Q And this allows you to keep the TS group
stabl e enough that you can do a further study?

A That's correct.

Q But there's nothing that's preventing
custoners fromleaving the TS cl ass?

A No, there's not.

Q So they may | eave and you nay not be able to
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do your study in an accurate way?

A Well -- and | think | pointed that out
earlier, that if the growh that has happened in the
TS class were to continue, | would expect, you know,
that's -- before the next rate case, you're going to
have 150 custoners per year noving into the TS cl ass.
So 450 new custoners, that's an increase of al nost --
that's al nost a 50 percent increase,

40- sone-odd percent increase. That nmakes a pretty
big difference.

Now, as far as custoners that |eave, | don't
know that it's going to be 450 custoners |eaving the
class. The reason | say that is because we're
gradual |y changing the rates. W've agreed to go
gradually. So you m ght have custoners -- | think
you'l |l have custoners that are constantly | ooking at
It every year saying, "Mking an econom ¢ deci sion,
should | leave now? Can | still stay in the TS cl ass
and save noney, or should | |eave?"

And so | think that you m ght have -- again,
|"mthrowi ng out a nunber here, but if you had
50 custoners | eave out of 1,000, it wouldn't be as
big of a deal as addi ng 450, 500 custoners.

Q But the rate increases to the TS class, the

hi gher they get could very well push custoners out?
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A. | think each custoner wll be different, but
| would imagine that could be the case. It also

depends on what market prices are doing.

Q And rather than just leaving the TS class to
go to another class, they could | eave the system
al t oget her ?

A Well, | don't know where they would go. |
mean, if we're assumng that they're going to get
natural gas service, | think they would be on our
system There are sone custoners that are in the --
t hat coul d bypass us. |If those custoners are close
enough to a -- an intrastate pipeline, such as Kern
Ri ver or Dom ni on Energy Questar Pipeline, a custoner
that's cl ose enough and the economics were right for
them that custoner could bypass us and build their
own |ine.

W do have a rate, the TBF rate, that if
everything is working right and the rates are set
right, custoners would probably go to that rate.

It's a subsidized rate. And so | think custoners, if
they were to | eave and they did have that option to
bypass, they would probably go to that bypass rate.
O herwise, | think they would stay on our systemin
one way or anot her.

Q And just finally, in conclusion, back to ny
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hai r cut anal ogy, one of the custoners that is being
asked to pay the $20 haircut, not the $10 haircut, is
the FEA, including H Il Ar Force Base; is that your
under st andi ng?
A That's correct.
Q And this noney that is being paid by Hil
Air Force Base is Q&M dol lars that inpact the m ssion
directly at that base; is that your understandi ng?
A | believe -- yeah, | think every custoner
has an operating budget that they have to adhere to.
Q Not hing further. Thank you.
CHAl RVAN LEVAR: kay. Thank you.
Any redirect from Dom nion?

MR. SABIN.  Yes, please.

REDI RECT EXAM NATI ON

BY MR SABI N

Q M. Summers, |I'mgoing to try and take these
in the order in which you were asked them

A kay.

Q | want to start with interruptible custoners
for just a nonent.

You have a tariff in place that governs the

penalties that are charged to interruptible custoners

that do not interrupt; isn't that true?
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A That's true.

Q Subj ect to check, would you agree with ne
that that penalty is twofold: One, it requires
interruptible custoners to pay $40 per dekathermas a
penalty for all interruptible volunes that they
utilize during the interruption period?

A That is correct.

Q As well as a prohibition for them being an
interruptible custonmer for three years thereafter?
In other words, they have to nove over to be a firm
custoner for three years?

A That's right.

Q The penalties that are paid by those
interruptible custoners for failing to interrupt,
where does that noney for those penalties go?

A The penalty noney goes back to custoners.
It's treated as a credit in the infrastructure
tracker, so it goes back to all custoners.

Q Sois it true that to the extent
i nterruptible custoners have used the system during
I nterruption when they shouldn't have, that -- is the
system being fully conpensated for that -- their
failure to interrupt?

A Yes. | think that the other custoners

probably benefit nore than if they were just paying a
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rate, because those penalties are steep.

Q Ckay. |I'mgoing to shift nowto the
noratori um i ssue.

A kay.

Q | think you' ve pointed out a chart in your
direct testinony that tal ks about the mgration
that's been going on since really -- since 2008 until
now, fromthe GS class into the TS cl ass.

Do you know what |'mtal ki ng about ?

A | do. That's the chart on page 22.

Q So up until now, without a noratorium how
woul d you characteri ze what has been going on during
that period of tine?

A | think the -- just based on that chart,
grow h has been consistent every year. There are new
custoners that switch froma -- froma sales class to
transportation.

Q From a percentage growth standpoi nt, how
woul d you characterize the change?

A The percentage growth -- well, let's turn to
the chart.

Q Do you refer to the --

A That's page 22.

Am | allowed to use a calculator?

Q Yes, you absolutely are.
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A Just pick a year at random just 2015 to
2016. That's a 28 percent growth rate, and it | ooks
like it's been consistent right in that sanme range
each year

Q Ckay. And without a noratorium what would
you expect would continue to happen in the next year
or two or three until your next rate case?

A | think that | don't have any reason to
believe that that growth would stop, but | think that
the growth woul d be consistent, easily adding
150 custoners to the TS class every year.

Q And if that growth continues at that pace or
sone pace simlar to that, how would that -- how does
that inmpact your ability to accurately set rates and
accurately design rates?

A That's a fun question because | think that
the way that | envision this collaborative process
going forward is that the parties that want to be
I nvolved in that, we need to gather a set of data,
and we woul d have to use that data to do all of this
anal ysi s.

So say we take -- | don't know if we want to
use the 2018 data that we've already got for this
rate case and we use that for cost of service studies

and everything or if we gather new data for 2019, but
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we get a set of information, and we use that to do
all this analysis, do all of the rate design, do al
the conparisons that we need to do. Then in the next
rate case, we've got new rates, a hone for every
custonmer to go to.

But what woul d happen if we keep getting
this growth is that that analysis, by the tinme we get
there, could conpletely change. You m ght get a
conpletely -- you know, 50 percent growth in the
cl ass would easily inpact that analysis that's

al ready been done.

Q Resulting in incorrect rates at that point?

A That's correct.

Q Sorme in this proceedi ng have argued that
the -- and you' ve heard a couple of questions just a

noment ago about sonme, the TS class for exanpl e,
experiencing a larger increase in your proposed rate
desi gn than ot her cl asses.
Wiy is it that the TS class is being asked

to pay nore in this round than they have in the past?

A Well, the TS class is sinply being noved to
full cost. So the -- | think that's the basic answer
to the question, is that those custoners have been
underpaying for a long tine, and now that we're

asking themto pay full cost rates, it's a bigger
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I ncrease to those custoners.
Q So in other words, the reason there's a

| arger increase i s because they've been being

subsi di zed by the GS custoners up till now?
A That is correct.
Q And you're correcting for that -- your

proposal seeks to correct that subsidization?

A That's right.

Q kay. I1'd like to shift nowto the NGV rate
qui ckl y.

A kay.

Q |f you were to adopt M. Daniel's NGV rate

approach, what woul d happen to the NGV rates?

A | put in rebuttal some exact costs, but in
ny rebuttal testinony, | was calculating a rate of
around $8. And if we used M. Daniel's approach, it
woul d increase that rate to around $12 per dekat herm
That's a 50 percent increase to that rate. And
that's significant, particularly considering that
rate -- that volunes in the NGV class have been
declining. |If -- this is basic economcs, but if
price is going up and the demand is going down, it's
not a sustainable rate.

Q Fi nal question on the NGV rate: For

pur poses of allocating costs to the NGV rate -- to
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establish the proposed NGV rate, did you use the sane

all ocations that have previously been used by the

conpany?
A Yes.
Q So you're not proposing any change to those.

You' re using the sane allocation nethodol ogy you' ve
used in prior rate cases?

A That's correct.

Q Soisn't it true M. Daniel's approach is
the one that's asking to change the all ocation?

A That's right.

Q |'"d like you to now, if you could, turn to
2.01R  That's a docunent that you were asked about
by M. Mecham

A kay. So we're looking at diver's 2.01R?

Q Yes. Correct.

A | just flipped past that earlier, and now
it's -- okay. I'mat 2.01R
Q So there has been a |l ot of discussion from

or questions fromother parties asking you about the
data requests that led to this docunent being
created. And it -- specifically, the statenment was
made that this shows that the TS custoners are paying
their full cost of service.

Wat 1'd like to knowis, the data used to
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create this, this data response, was it data fromthe
prior rates that have been existing till now, or was
It data used for the rates that would be applied
goi ng forward?

A Yeah, the return on rate base, those
hi ghl i ght ed nunbers towards the bottom those were
cal cul ated using the existing rates. So that is
usi ng revenue fromthe existing rates.

One thing that is definitely changing right
now i s the decrease in the adm nistrative charge. So
I f you were to put that into the mx and, you know,
reduce that revenue also, that's going to make a --
that's going to reduce that return.

Q And that would inpact, would it not, the
return nunbers that M. Mechamwas referring to where
he was saying that small custoners are -- would
return 9.11 percent?

A That's right. |t would -- that nunber woul d
conme down.

Q Okay. And do you know what that nunber

woul d be?
A | did a back-of-the-envel ope cal cul ati on
i ncluding that -- just that one change, and that

return cane down so it was closer to the actua

return on rate base. It nade a significant decrease
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I n that anount.
Q That's just the adm nistrative charge
change?
A That's just the adm nistrative charge
change.

Q And if you factored in the other rate
nodi fications you' re proposing, that would al so have
an inpact on that return?

A Yeah. |If -- and we are increasing rates a
little bit, so that would definitely have an i npact.

Q So as we sit here today, do we -- we don't
know, | take it, that -- whether these small TS
custoners would be paying their full freight or not?

A No.

Q Ckay. And that analysis, as far as you
know, has that been done?

A No.

Q Ckay. |Is that the kind of analysis you
woul d propose doing after your Step 1 and 2 have been
done?

A That's exactly the kind of analysis that |
t hi nk needs to be done, yeah.

Q Al right. Wile we're sticking on 2.01R,
this shows that there's sone bypass custoners that

are -- that switched to the TS class that are
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factored in here?
A Those custoners are part of the TS |arge
cl ass.
Q Wul d you just describe -- these are the

bypass custoners you were just talking about?

A That's right.

Q And do you have any anticipation of what
t hose bypass custoners mght do after this rate case?

A | think all along, the point is if rates are
set correctly and everybody's covering their costs
and rates are designed right, then I think that a
custonmer would naturally mgrate to the right class.

So if there are custoners that qualify for
t he bypass rate and the bypass rate is set at a cost
that is beneficial to them | think that they woul d
| eave the TS class and nove to the bypass rate.

Q So which class is the bypass rate?

A That is the TBF rate.

Q Wul d you expect those bypass custoners,
followng this proceeding, to nove to that -- back to
t he TBF cl ass?

A | think that by the tinme rates are at full
cost, | could see that they would nove.

Q And what would that do to the cal cul ati ons
performed in this Exhibit 2.01R?
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A It would take costs out of -- it would

change the allocation on the TS large class. So |I'm

not exactly sure -- there's, you know, a thousand
di fferent noving pieces, but | think that -- | think
that it would probably inprove the TBF class. [|I'm

not exactly sure about the inpact on the |arge.

Q Suffice it to say, it would inpact the
cal cul ations to sone extent?

A Absol utely.

Q And do we have any cal cul ation that would
show what that inpact would be?

A No.

Q Ckay. |Is that sonething that woul d becone
avail able to you after this rate case and after rates
are stabilized?

A Yeah, | think that that's analysis that
coul d be done and shoul d be done.

Q Ckay. M. Mecham asked you about the | oad
factor of the TS class, and he -- | think he -- if |
have this right, | think he indicated that the
collective |load factor of that class was sonewhere in
the range of 70 percent?

A That's correct.

Q Do you recall that?

You indicated that the small -- these snall
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TS custoners are conprised of things |ike hospitals
and schools, et cetera.

Are those the types of custoners that would
have a high -- a high |load factor?

A No. Any custoner that's using the natural
gas primarily for heat would have a | ow factor, so --
a lowload factor. So a custoner |like a school would
probably have a | oad factor that's closer to 23, 24.
Not anywhere near 70.

Q And where would that |ine up relative to,

| et's say, residential custoners?

A Residential custoners typically cone in
around 22.
Q So is it afair statement that the small TS

custoners that M. Mecham was aski ng about are nuch
closer in the |load factor they have to residenti al
custoners than they are to the large TS custoners?

A Absol ut el y.

Q Subj ect to check, would you agree that the
| arge TS custoners' |oad factor hovers above
90 percent?

A Yes, that seens reasonable.

Q So that -- would you agree with ne that
that's a big difference between the snmall TS

custoners and the large TS custoners in the -- from
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the context of the |oad factor they have?

A Yes.

Q Do you think that's a reason to distinguish
bet ween the two of thenf

A Absol utely.

Q | want to talk just briefly about the --
M. Mecham asked you sone questions about the reason
there's this sign-up windowwth -- for custonmers to
sign up to the TS cl ass.

Do you renenber those questions?

A Yes.

Q Coul d you just reiterate what is the
pl anni ng that you have to do as a conpany for the
year that you -- that you have to do froma gas
pur chasi ng standpoint that you were trying to

explain? Could you just lay that out?

A Yeah. From a gas purchasi ng standpoint, the
gas supply group will cone to the rates departnent,
they wll get our forecast of what firmsales will
be. W have personnel that forecast the -- that

demand. They then use that and they will go -- they
have a nodel that they will run to determ ne how nuch
gas shoul d be contracted, how nuch should be --
different contracts. And they will also determ ne

how nuch shoul d be purchased based on spot prices,
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how nuch of it should cone from Wxpro, those kinds
of factors. And then that is the -- that's what
we're using to contract the gas.

Q So if you enter into contracts and if you
deci de from Wexpro's standpoint what you're going to
drill that year, and then you have a significant
departure of TS custoners to the TS cl ass, what
happens to the costs of those contracts and t hat
drilling that woul d have been paid by the TS
custoners who have just left?

A It would remain in the sales custoners. It
will be paid for by the sal es custoners.

Q So if the TS custoners |eave, the GS
custonmers are left to pay the bill -- their portion
of what the TS -- what was being planned for those TS
cust onmer s?

A That's correct.

Q Ckay. By contrast, if the commodity rate
I ncreases and they were able to junp right back into
the GS cl ass, what inpact would that have on the GS
class in that scenario?

A | think they would be -- well, those
custoners that are swi tching back are taking
advantage of a free hedge, is basically what they're

doi ng. But those custoners would then be
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contributing to the costs.

Q Thank you very nuch. That's all | have.
CHAl RMAN LEVAR:  Thank you.
M. Jetter, do you have any recross?
MR. JETTER. | do not. Thank you.
CHAl RVAN LEVAR: M. Snarr?
MR, SNARR  No.
CHAI RVAN LEVAR  Thank you.
M. Russell?
MR, RUSSELL: No, thank you.
CHAl RMVAN LEVAR: M. Mechan?
MR. MECHAM | have a couple. Thank you.

RECROSS- EXAM NATI ON

BY MR MECHAM

Q So M. Summers, you refer to the chart on
page 22 of your testinony showng the growh of TS
cust oners.

What' s been the percentage growth in the TS

cl ass t hroughput ?

A It's not shown on that chart.

Q No, | knowit's not, but I -- how nuch
di fference does that nmake?

A From a t hroughput basis, they are not nearly

as big.
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Actual ly, hold on.

Q It's conparatively small, is it not?

A No. In fact, if you look at that chart on
page 22, the fact that that red |ine, the average
dekat hernms per custoner, the fact that it keeps going
down every year shows that they're -- as they're
com ng on, they are snmaller custoners. They don't
have a very hi gh usage.

Q So the throughput percentage doesn't cone
anywhere close to the increase in the nunber of
cust onmers?

A That's correct.

Q Ckay. And what's been the percentage growth

in the TS denmands?

A. In the TS denmand cost?
Q Yeah.
A. | think that we tal ked earlier and | ooked at

DEU Exhi bit 4.14 and showed that it was al nost a
100 percent increase in the demand char ge.
But as far as the increase to demand, |
don't have that.
Q Wuld it be relatively small, given the kind
of custoners?

A. That seens --

Q Sorry.
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A | think that seens reasonabl e.

Q Ckay. And then M. Sabin tal ked about the
fact that ANGC Exhibit 2.01R reflects existing rates,
true enough?

A That's correct.

Q And obvi ously we agree that you proposed to
bring the adm nistrative charge down, but as you
point out, there's also an increase to those
cust oners.

So you really don't know what that nunber

| s?

A That's correct.

Q Conceivably, it's -- well, we won't go
t here.

Let me ask about the planning that you
| i sted or enunerated and expl ained the way the
one-time w ndow is essential.

Didn't you descri be what every ot her conpany
does, including Dom nion, with the exception of
W\expro?

A That a big exception. | nean, Dom nion --
when you' re | ooking at other Dom ni on conpani es,
there's a big difference between Dom ni on conpani es.
For exanple, Dom nion East Chio is a conpletely

unbundl ed conpany. They -- all of their custoners
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are transportation custoners.

Q vell --

A So they're absolutely going to have a
di fferent process than what Dom nion Energy Uah is
going to have.

So we are just saying the one thing that
makes Dom ni on Energy Utah uni que, being Wexpro, it's
just one thing. It's a bigthing. And | think it's
appropriate to plan so that we can nanage those
supplies. And again, like | said before, this
process that you're proposing to change has not
prevented people fromcomng to the class. | just
don't see any reason to change it going forward.

Q Hasn't it worked in other areas, or do you
know t he answer to that?

A Well, I"'massumng that it works for other
conpani es.

Q Ckay. And then this -- this analysis that
you want to do over a three-year period, why wasn't
It done for this case?

A It's a fair question. And | think that it
happens in every rate case that you | ook at, that you
w sh that you had just originally analyzed the final
result and filed that. But we did do a |ot of

anal ysis over the last three years. But as -- with
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the class constantly changing, by the tinme we got to
2019, everything that | had proposed in 2016 j ust
didn't work. It just -- we got to the point in
preparing this case where we said, "W've got to back
away from what we proposed in 2016. The class has
changed so nmuch that it no | onger works."

What | need to do nowis fix the things that
| can right now, and that's why | did the three-step
approach, saying, "Let's -- we know need to get the
class to full cost. That's going to fix a part of
the problem Let's also stop the growth in the
class. That's going to be another part of the
problem And then that gives us the chance to really
| ook at rate design in 2019."

It's -- | was actually thinking about this

just yesterday, and | was thinking, "You know, it's

easy to Monday norning quarterback it and say, 'You
shoul d have | ooked at this all along.'" But we
didn't see it. If | had, I'msure | would have
proposed it. But we need to -- | think we need the
time now to nmake sure that it's done right.

Q But by not pl anning, doesn't that penalize

t hose that would nove to the TS cl ass?
In other words, it could have been done,

t here woul d have been no noratorium now we've got
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this in front of us.
A | would like nothing nore than to have had
this fixed in this case. | really would. But it's
not ready. |'ve already tal ked about that at |ength.

There's one proposal out there that was
based on a 35,000 dekathermsplit. |'mnot convinced
that A it should be split by size, or B, that it
should be split at 35,000 if it is based on size.

| think that we need to look at -- | think
t he demand, the way the custoners use the system |
think those are nore inportant things to look at. It
could be that you just have a firmtransportation
class noving forward, and it doesn't matter what size
t he customer is on.

|f they're using -- if they have a | ow | oad
factor and they're using the system seasonal ly, maybe
It makes sense for themto have a, you know,
summer/wi nter differential instead of a firm demand
charge. W would just treat themas firm custoners.

|"mtal king ideas here, but there's a | ot of
analysis that still needs to be done. And so if |
coul d, you know, go back in tinme, know ng what | know
now, things mght be different. But that's the point
of a rate case, is to put the ideas out there. GCet

the ideas. | think that all of the parties have put
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out good proposals or good information, good ideas
that we can use. And going forward, we'll use that.

Q One | ast question.

| f you're not convinced that the

35,000 dekathermlevel is the right split, why is the
nmor at ori um based on that?

A The 35,000 dekatherm it's kind of an
I nteresting history. Because when we proposed
35, 000 dekathernms, it was originally to be a floor
for the TS class. You had to have m ni num usage
above 35,000 to be even considered in the class,
right? So that's where we proposed it, and that was
based on nostly us | ooking back in history and
saying, in 2010, that's kind of where custoner usage
was at, right?

So we're saying that's where it's at. Let's

make that the floor. | realize that's not a really
gquantitative analysis, but we're saying that wll get
us the objective that we need. That will help

stabilize the cl ass.

So that's how 35,000 started. And then in
the direct testinony of -- | think it was M. Hi ggins
proposed that it be a noratoriumrather than a fl oor,
and so we agreed to the 35,000. Then that

35, 000 dekat her m anbunt was used for discovery to
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cal cul ate that data request for |ack of any other
place to split the class. So that was just their way
of saying, "Let's do the break there."

And so it's kind of what started out as one
t hi ng has norphed into other things. And so no
anal ysis has really been done to say if
35,000 dekatherns is the best place to split the
cl ass.

Q You tal k about stabilizing the class, but
doesn't it pretty nuch end the class as far as new
custoners are concerned? It's over?

A It's not over. |It's a tenporary noratorium
For three years, |I'msaying | need to slowthat
growmh. | can't do an analysis every year based on
what custoners have been added to the class. It's --
It can't be done.

We'll be in the sanme position again next
time. We'll have data fromthe 2019 case that we'l|l
all have | ooked at, we've all done it, but then by
the time | get to 2022, it cones tine to put together
rates, |'mgoing to have conpletely new i nformation
to deal with.

Q Thank you. | have nothing further.

CHAl RVAN LEVAR: Are you -- you want to --

oh, sorry. | haven't got to Captain Friedman yet.
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Sorry.

CAPTAI N FRI EDVAN:  No fol |l owup, Chair.
CHAl RVAN LEVAR. (Okay. Were you wanting to

do --

MR. SABIN. Can | ask just one question?

FURTHER REDI RECT EXAM NATI ON

BY MR SABI N:
Q As it relates to the

seei ng substantial growmh in small TS custoners or

the large TS custoners?

A. It is the small.

Q So the noratorium as you're proposing it,
woul d tenporarily stay the flow of that |arge group

that is causing the problemand nmaking it so you

can't do the data?
A Ri ght .
Q No further questions.

CHAl RVMAN LEVAR: Does anyone have any

followup to that?

kay. Conm ssioner Cark, do you have any

guesti ons?

COWM SSI ONER CLARK:

I11

noratorium are you

Thanks.
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CROSS- EXAM NATI ON
BY COWM SSI ONER CLARK:
Q Sticking wth page 22, for a nonent, of your

direct testinony, M. Sumrers, at |line 575, | see the
sentence that we've been discussing: "Since rates
were set below cost, there was still an incentive for

custoners to swwtch fromsales classes to the TS
cl ass. "

Hypothetically, if in this proceeding the
Conmi ssion orders a path toward and a path that
results in full cost allocation, one of the step
processes that has been proposed, is it your
testinony that that action won't danpen the trend
that you' re seeing, danpen the percentage of growth

that you're seeing in this?

A | think it would probably have a -- sone
Inpact. |If it were an immedi ate inpact, you know,
If -- if the rates were to junp to full cost in March
of this year, | think that would have a -- you know,

nore of an inpact on how many custonmers would join
the class. But | -- if you're doing the gradual
approach, | think that that effect is dimnished at
| east somewhat .

Q Thank you. Separate to a different issue

now, but still principally with regard to the TS
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cl ass.

Wth respect to adm nistrative charges, is
there studies that you perforned regardi ng custoner
representative tine and howit's devoted to custoners
that have significantly different throughput rates?
Is there -- do you have any anal ytical or
gquantification of that difference?

A W don't have any quantification. The big
cost that goes into the admnistrative charge is for
custoner support, basically, right? So you've got
t he account reps that work with these custoners.

Wien | talked wwth them-- and |ike | said,
this isn't a quantitative analysis, but just said,
"Where do you spend your tinme? Are you spending your
time on large custoners or are you spending it on
smal | custoners?”

And they said it's really kind of equal
Ri ght now, there's so many snall custoners that it
takes a lot of tinme to work with them whereas the
| arge custoners are nore sophisticated and | think
that they don't take as nuch tinme to work with them

Q So on a per custoner basis, there would be a
| ot of difference, but on a -- if you look at themin
t he aggregate, placing theminto two rough, separate

categories of usage, you'd say it's --
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|'d say it's --

It's anecdotal information. It's siml ar.

> O >

Yes.

Q And the kind of analysis that you're talking
about performng to better understand cost allocation
in this class, would that include a nore anal yti cal
approach to custoner representative tinme, for
exanpl e?

A Absolutely. In fact -- | hesitate to throw
out what just cones through ny head, but assum ng
t hese custonmers were sal es custoners before and they
didn't have, you know, an adm nistrative charge, they
didn't pay a demand charge, sone of these things
where their rate design was a |lot nore sinple, it
could be that you | ook at those adm nistrative
charges for those custoners, and rather than doing an
adm ni strative charge, you could lunp that into the
vol unetric rates.

Now, | know that that's been di scussed even
with the ANGC. They proposed that they want the
adm ni strative charge to go away altogether. | don't
think that that's the best thing right now | think
that the adm nistrative charge collects sone costs,
sonme real costs. It is a cost-based charge. And for

the custonmers that the rate was originally designed
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for, it's a suitable charge. | don't think it should
go away.

O course, the overall effect, if the admn
charge were to go away, is that volunetric rates
would go up. You're going to collect the sane
revenue requirenent from whatever rate design you
use.

Q Now, separate subject.

Regardi ng the design day allocation factor
as contrasted with using an actual peak day usage
factor, is there anything extraordinary in devel oping
an actual peak day factor for use in your studies?

A The extraordinary thing -- and I'll also

poi nt out that both of these nethods would require

esti mat es.
Q Ri ght .
A So the extraordinary thing with actually

cal cul ating a peak day factor based on the highest
sendout day of the year would be that we just don't
have hourly information for -- or daily -- sorry,
daily, even, information for GS and FS custoners. So
we don't know exactly how nuch to do.

Now, if | were to estimate how nmuch the GS
cl ass and FS cl asses were using on that day, chances

are | would use the sane nethod that I'musing in the
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design day. So | think if you did use the highest
sendout day, you'd get a simlar result of what you
woul d get by using the design day to begin wth.

What | |ike about the design day, though, is
that it's -- that's what we use in the IRP every
year. And that's consistent -- you know, it just
shows a consistent nunber fromyear to year, whereas
t he hi ghest sendout day of the year could be high
sone years, could be | ow sone years. | just think
it's nore consistent to use the design day that we
use in the I RP.

Q | understand the preference you're
expressing, but I want to nake sure | understand the
full inplications of your answers. And what | think
|"m hearing fromyou is that if the Conm ssion were
to request or direct that you devel op a factor that
woul d be representative of actual peak day usage
rat her than design day usage, that you can see a path
to doing that in a defensible way; is that correct?

A | think it could be done. | just think it
woul d give a simlar result to what the design day
I S.

Q Regardi ng the F230 allocation factor, and
you, | think, testified that you saw |l ogi ¢ behind the
68/ 32 split, is that logic different than the 60/40
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split?

Can you distinguish or articulate a
difference in those two rel ationships or ratios that
has a | ogi cal under pi nni ng?

A Yeah. The 60/40 weighting really is just a
m ddl e ground, and we've never put any quantitative
analysis into that. |It's just been a matter of the
smal | users, residential customers. That's --
typically, the Division and the Ofice are usually
proposi ng a 50/ 50 wei ghting, and the industrial users
are usually filing sonmething or requesting sonething
that's closer to a 70/30. And so the conpany's -- it
was just the mddle ground. W said, "If there's no
agreenent on howto do this, then this m ddle ground
is the way we should go."

So when |''m conparing the 60/40 to the
68/ 32, we're talking a nunber that was just used as a
conprom se and conparing that to a nunber with
quantitative data behind it, which is what the 68/ 32
has.

Q And the data has reference to..

A Yeah, the data that's used for the 68/ 32,
the way that that's calculated is we're | ooking at
the overall systemw de |oad factor. And so we're

saying if the systemis being used nore -- is being
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used 68 percent of the tine to neet the average
demands of custoners, then that woul d put the other
32 percent onto peak. So it gets tied into
systemw de | oad factor.

Q Wth regard to TS rate design --

A Ckay.
Q -- and the testinony that you gave in
reference to M. Higgins', | think, surrebuttal where

he pointed out that it would be nore appropriate to
scal e each volunetric block rate --

A Ri ght .

Q -- by an equal percentage, we don't have a
nodel or nodeling results that reflect that outcone
in this record, do we?

A | don't think you do. You have summary
exhibits from-- | think fromM. H ggins. But the
conpany coul d produce a nodel that woul d show t hat
resul t.

COW SSI ONER CLARK:  So that's ny question
now to counsel: |Is there a way that that can occur?

MR SABIN. | think I'"mhearing yes, and |
woul d need to understand the tine frame by which we
woul d need to deal with it. W could talk over lunch
and cone prepared with an answer as to how | ong t hat

woul d take to prepare.
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COW SSI ONER CLARK:  And per haps that
conversation could include not just your clients but
al so other counsel, as well, so that maybe there's
sonet hing that coul d be agreed upon.

MR SABIN  Sure.

COW SSI ONER CLARK:  Thank you.

That concl udes ny questions. Thank you very
much.

CHAI RVAN LEVAR:  Comm ssi oner Wi te?

COMM SSI ONER WHI TE: | have no questi ons.
Thank you.

CRCSS- EXAM NATI ON
BY CHAI RVAN LEVAR:

Q M. Sumrers, are you aware of any --
anything that this comm ssion or another comm ssion
has done that's anal ogous to the noratoriumyou're
asking us to inplenent for TS custoners that's been
done for the sane purpose?

A | am not aware of anything that other
conpani es have done. This was brought about by
the -- | think the unique circunstances of this case,
and as we're trying to figure out how to best solve
this, that's the solution that cane up. So I'm not

awar e of any others.
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Q Thank you. | think | just had one nore.
Ch. So after the 2007 general rate case
here that inpacted peak demand al location to
I nterrupti ble service custoners, what incentive
exi sted between that case and the 2013 case for
custoners to nove fromtransportati on service to
interruptible service?
Was there a financial incentive during that
peri od?

A l"'mtrying to -- I'"mnot sure what existed
bet ween 2007 and 2009.

Q And | recognize it's a bit of an unfair
request to ask about sonething over ten years ago,
but just if you have any --

A And what I'mthinking is | believe that the
2009 rate case was settled, as well, so there's
probably only a two-year period where that was the
case. And | would have to double check on that to
see what that settlenent stipulation included, but I
know i n 2009, we did propose that we change that.

Q Ckay. Are you aware, though, of any other
financial incentives to nove to interruptible service
ot her than peak denmand al |l ocation?

A No.

Q In ternms of conparing transportation service
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to interruptible service?

A Ch. So you're asking if the transportation
custoner had an incentive to nove to interruptible
service? |Is that --

Q Are you aware of any other financi al
I ncentives ot her than peak demand al | ocati on?

A No, I"'mnot. No. And that's why | think
It's inportant that we do this, is so that there is
an incentive. Oherwi se, there's no point in having
an interruptible class.

Now, that class is down to about
20 custonmers right now A lot of those custoners
have gone to the transportation service over the |ast
decade or so. But for those custonmers who still want
an interruptible option and want that benefit, |
think that there needs to be a distinguishing factor.
And |'m not aware of anything besides the allocation
of design day costs that would make that
di sti ngui shnent.

Q Ckay. GCkay. Thank you for your testinony
t oday.

A Sur e.

CHAl RVMAN LEVAR: And know ng that our | ast
hour and a half or so has been a little bit

di sruptive, | think we'll still go ahead and take a
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break now and reconvene at -- why don't we say 1:15
by that clock. | know that clock's a little bit
ahead, but we'll reconvene at 1:15 on that clock.

(A lunch recess was taken.)

CHAI RMVAN LEVAR:  Okay. | think we'll start,
and we're ready for Dom nion's next wtness.

M5. CLARK: Thank you. The Conpany calls
Jessica | pson.

CHAl RMAN LEVAR:  Ms. |pson, do you swear to
tell the truth?

THE W TNESS:  Yes.

CHAl RVAN LEVAR:  Thank you.

DI RECT EXAM NATI ON
BY M5. CLARK
Q Ms. Ipson, wll you please state your ful
name and busi ness address for the record?
A My nane is Jessica |Ipson. The address of
our work is 33 --
CHAI RVAN LEVAR: | think your m crophone's
not on.
THE WTNESS: Onh, |'msorry.
Jessica |Ipson. The address is 333 South
State Street, Salt Lake City, U ah.
111
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BY M5. CLARK:

Q And by whom are you enpl oyed?

A Dom ni on Energy.

Q And what is your -- what position do you
hold with Dom ni on Energy?

A |'"'ma Regulatory Analyst |11.

Q Ms. I pson, are you the sane Ms. |pson that
filed prefiled direct testinony in this docket that
s |abel ed DEU Exhibit 5.0 with acconpanyi ng
Exhi bits 5.01 and 5.02?

A Yes.

Q And do you adopt the contents of those
docunents as your testinony today?

A Yes.

M5. CLARK: The Conpany woul d nove for the
adm ssion of DEU Exhibit 5.0 and acconpanyi ng
Exhi bits 5.01 and 5. 02.
CHAl RMAN LEVAR: I f anyone objects, please
I ndicate to ne.
(No response.)
CHAI RMVAN LEVAR:  And |'m not seeing any
objection in the room so the notion is granted.
(DEU Exhibits 5.0, 5.01, and 5.02 were
admtted.)
M5. CLARK: Thank you.
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BY MS. CLARK:

Q Ms. | pson, can you pl ease sunmari ze the
testinony you've offered in this docket?

A Yes. The purpose of ny testinony and
exhibits were to clean up and propose nodifications
to the conpany's tariff. | have made a sumary of
ni ne applicabl e changes being proposed in this
docket .

No. 1 is adding a manual neter reading fee
of $20 per nonth. This would give custonmers an
option when it conmes to their perceived health
concerns to have their transponder renoved fromtheir
meter. The custoner's usage woul d then be read
manual | y by an enpl oyee.

No. 2, renoving the winter daily limt in
the GS -- general service and firm sal es cl asses.
There was once a tine where cost of service gas was
consi dered a scarce resource. However, nowit is
plentiful, so it is not necessary to have this limt.
Al so, there have been certain custonmers that have
preferred to be a sal es custoner but have approached
the winter daily limt. At this tine, there is no
reason not to let themcontinue to be a sales service
custoner if they choose to.

No. 3, renoving the tracking of accounting
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requi renments for the CO2 processing plant recovery.
This is a cleanup issue, since it relates back to
2005, and doesn't serve a purpose anynore.

No. 4 is renoving the extension area charge
for Brian Head. This expired back in 2014.

No. 5 is renoving the option for the conpany
to provide tenporary propane service. This service
has been di scontinued by the conpany due to safety
concerns.

No. 6, adding | anguage for custoners that
have had prior fraudulent activity, bankruptcy, or
won't provide identification to pay a security
deposit of the greater of $125 or the highest nonth's
bill over the last 12 nonths. High-risk custoners
need to pay a security deposit to mtigate risk.

Once the cover -- custoner has proven good paynent
history for a year, the security deposit would be
returned to them

No. 7 is adding | anguage for cost treatnent
for the high-pressure main extensions and service
lines. This addition to the tariff is the conpany's
current policy. This policy mrrors the internediate
hi gh-pressure main and service policy. By adding the
| anguage of cost treatnent, it provides transparency,

consistency in admnistrating, and gives notice to
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cust oners.

No. 8, sone other proposed changes i ncl uding
rewordi ng, referencing, punctuation, fornmatting, and
grammati cal corrections. These substantive changes
do not affect the substance or applicability of the
tariff.

No. 9, sone of the other changes within the
tariff including the distribution non-gas rates,
adm ni stration charge, transportation service class
35, 000 dekat her m noratorium have been sponsored by
anot her w tness.

To ny know edge, the changes | nentioned,
No. 1 through 8, no party has objected to. And
No. 9, M. Summers has addressed today in his
testinony. The proposed changes are just,
reasonable, and in the public interest.

I n addi tion, an order issued on
Decenber 31st, 2019, in Docket No. 19-057-T05
identifies a change to Tariff Section 2.01, "Firm
Sales Service." So there is no additional need to
change the tinme request for the firmsales service
class in this general rate case docket.

And this concludes ny testinony.

M5. CLARK: Ms. Ipson is available for

cross-exam nati on and Conmm ssi on questi ons.
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CHAl RVAN LEVAR:  Thank you.

M. Jetter, do you have any questions for
Ms. | pson?

MR. JETTER | have no questions. Thank
you.

CHAI RMVAN LEVAR:  Thank you.

M. Snarr?

MR. SNARR W have no questi ons.

CHAI RVAN LEVAR M. Russell?

MR. RUSSELL: No questions. Thank you.

CHAl RMVAN LEVAR: M. Mechan?

MR. MECHAM  Just a coupl e of quick ones.

THE W TNESS: kay.

CROSS- EXAM NATI ON

BY MR MECHAM

Q | mnot sure | understood your sumrary on
the noratorium But | ooking at the |egislative
version of the tariff, on page 5-11, No. 11 tal ks
about 35, 000 dekatherns required for any custoner to
begin TSF or TSI.

s the noratoriumin lieu of that or -- in

| ieu of this paragraph?

A So the noratorium Austin tal ked about during

his testinony this norning, about the
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35,000 dekathermlimt for, | guess, the TS class, |
believe that would have to be added into the tariff.
|"'mnot sure if a nodification to the tariff would be
any different than a noratorium |I..

Q Ckay. |I'mjust trying to figure out if this
par agraph stays or goes, No. 11.

A | guess.

M5. CLARK: | think if the Conm ssion

granted it, you' d want to nodify this | anguage a
little bit to make it clearer, if the Conm ssion

agreed to a noratorium This reflects --

MR MECHAM Well, | know that's what you're
aski ng.

M5. CLARK: -- the adm ssion of that.

MR MECHAM I'mjust trying to figure
out --

M5. CLARK: And if they don't, | think that
this would not be appropriately included in the
tariff.

MECHAM  Ckay. So --
CLARK: Depending if --

29 D

MECHAM |t woul d change?
M5. CLARK: It would be governed by the
rule, wouldn't you agree?

MR MECHAM It would be different than
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this?
M5. CLARK: Depending on the Comm ssion's
order.
MR. MECHAM Okay. Thank you.
BY MR MeECHAM
Q And then on page 5-10, under 4.04, there is

a supplier non-gas adder of $1.42.

A kay.
Q Now, that hasn't -- | didn't see that in
your narrative testinmony. |'mcertain that

M. Sunmers referred to it, but that's not been part
of the TS tariff, has it?

A No. That is an addition.

Q And do you know why?

A That is what M. Sumrers di scussed earlier
today. Sone of the supplier non-gas charges, we
would i ke to charge to transportati on service
custoners. We would do that by adding this supplier
non-gas adder to their firm demand charge.

Q But they normally don't use supplier non-gas
servi ces, do they?

A That's not true.

Q What is true, then?

A They do use supplier non-gas services. For

exanpl e, the peak. They use, | guess, gas during
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peak tinme, and we have peak hour services that are
col | ected through the supplier non-gas charge.

Q Ckay. And -- but isn't that if they -- if
t hey use service at peak hour tines, aren't they
penal i zed, and that's how they -- the conpany
recovers its revenue?

A No. W have different contracts set up for
peak hour service, and that is for different tine
periods of the year. And that is recovered through
t he supplier non-gas charge.

Q O woul d be, because it hasn't been.

A Yes. But it -- just in general, it's
recovered by the supplier non-gas charge, and
we're -- in this case, in this tariff nodification,
we would like to charge the TS class for that charge.

Q Ckay. Thank you.

CHAI RMAN LEVAR: Is that all your --

MR. MECHAM Nothing -- yeah, that's it.

CHAl RVAN LEVAR: kay. Thank you.

Maj or Kirk or Captain Friedman?

MAJOR KIRK: No questions, sir.

CHAl RMAN LEVAR: Any redirect based on
M. Mecham s questions?

M5. CLARK: No, | don't think so. Thank

you.
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CHAI RMAN LEVAR:  Commi ssioner Wiite?
COW SSI ONER WHI TE:  No questions. Thank

you.
CHAI RVAN LEVAR: kay. Conmi ssioner O ark?
COW SSI ONER CLARK:  No questions. Thank

you.
CHAI RMAN LEVAR:  Just one very m nor

guesti on.

CRGOSS- EXAM NATI ON
BY CHAI RVAN LEVAR:

Q So with respect to the manual neter reading
fee --

A Mm hmm

Q -- is there a cost for the initial renpva

of the transponder?

A So no, the conpany would just conme out and
do that. And then just fromthat point on, it would
be $20 a nonth to send an enpl oyee out there to read
their neter.

Q Ckay. So your proposal is just to absorb

the cost of the initial renoval ?

A. MM hrm
Q Okay. Thank you.
A Thanks.
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CHAl RMAN LEVAR: Thank you for your
testinony this afternoon.

Anyt hing el se from Dom ni on?

M5. CLARK: W have no further w tnesses.
However, we're prepared to address the question
related to providing a supplenental nodel, if now --

CHAI RMAN LEVAR: Yes, please.

M5. CLARK: -- would be the tine to address

The conpany's conferred with other parties,
and we are able to prepare such a nodel and then
circulate it to other parties for review Qur hope
Is that we could get consensus and just submt that
by the end of next week, as agreed upon. That is our
hope.

CHAI RVMAN LEVAR. |'mpretty sure that's
sooner than we woul d have an order ready to issue,

SO --

M5. CLARK:  Ckay.

CHAI RVAN LEVAR  Thank you.

M5. CLARK: Thanks.

CHAI RMAN LEVAR:  1'Ill just look around the
room just assum ng everyone's in agreenent to that,
assum ng there can be sone consensus around the nodel

once it's put together. And if there's not, then |
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guess we'll have an issue to work through in a short
period of tinme. Ckay.

MR. SNARR  No objection. Although, | think
we need to -- we need to have such clarity as you can
provide as to what we collectively ought to be
putting in that nodel so that it's a task that we can
acconpl i sh as opposed to sonething we can debate
about as parties and is pursuant to your request.

CHAI RVAN LEVAR:  So you're | ooking for
Conmmi ssion direction on this nodel ?

MR. SNARR Well, | think the --

CHAl RMAN LEVAR: If you --

MR. SNARR  -- Comm ssion asked for the
nodel .

CHAI RVAN LEVAR Wl |, Comm ssioner O ark --

COW SSI ONER CLARK:  Sure.

CHAl RMAN LEVAR: -- asked about it, so why
don't | --

COW SSI ONER CLARK:  Yeah. What |' m | ooki ng
for is for the record to reflect, with respect to the
TS rate design, a scaling of each volunetric bl ock
rate by an equal percentage consistent with the
recommendation that is in M. Hggins' testinony and
al so consistent with what M. Sunmmers testified would

be an approach that -- | think he said he could

Advanced Reporting Solutions
801-746-5080




© 00 N oo 0o b~ W DN PP

N NN N NN R P R R R R R B R R
g DN W N P O © © N O O M W N B O

Evidentiary Hearing Day 1
January 15, 2020 Page 147

support it. But at least it would correct the error
that crept in during his last -- the nodel run that
we have in connection with his rebuttal testinony.
So that's all 1'm 1| ooking for.

M5. CLARK: | think we can do that.

COMM SSI ONER CLARK:  Thanks for the --

MR. SNARR: | have no problem Just that
definition hel ps, though, so we all have an eye on
t he sane task

CHAI RVAN LEVAR: kay. So there's no need
for additional clarification from anyone?

(No response.)

CHAl RVAN LEVAR: kay. Thank you.

M5. CLARK: Thank you.

CHAI RVAN LEVAR: M. Jetter?

MR. JETTER. Thank you. The Division would
|ike to call and have sworn in Howard Lubow.

CHAl RVMAN LEVAR: M. Lubow, do you swear to
tell the truth?

THE WTNESS:. | do.

CHAl RMAN LEVAR:  Thank you.

DI RECT EXAM NATI ON
BY MR JETTER:
Q Good afternoon, M. Lubow. Wuld you pl ease
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state your nane and occupation for the record?

A Howard E. Lubow. |I'ma utility consultant.

Q Thank you. And -- oh, | think your
m crophone may not be turned on.

A How i s that now?

Q That sounds better.

A Ckay.

Q And were you hired by the Division to
provide testinony in this docket?

A | was.

Q And di d you have an opportunity to review
the filings made throughout this docket by other
parties?

A | have.

Q And did you create and cause to be filed
with the Public Service Conm ssion here in Uah
direct and surrebuttal prefiled testinony along with
Direct Exhibits 6.0 through 6.7 and surrebuttal
DPU Exhi bit No. 6.0SR?

A That's correct.

Q Do you have any changes or corrections you'd
li ke to nake to your prefiled testinony?

A No.

Q And if you were asked the sanme questions

contained in your prefiled testinony, would your
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answers be the sanme?
A They woul d.
Q Thank you.
MR JETTER |I'd like to nove at this point

to enter into the record the prefiled direct and
surrebuttal testinony along with the attached
exhibits of M. Lubow
CHAI RVAN LEVAR: kay. Please indicate if
anyone has any objection to the notion.
(No response.)
CHAI RMVAN LEVAR:  And |'m not seeing any, SO
It's granted.
(DPU Exhibits 6.0DIR - 6. 7DIR and 6. OSR
were admtted.)
MR. JETTER  Thank you.
BY MR JETTER

Q Have you prepared a summary of your
testi nony?

A | have.

Q Pl ease go ahead.

A As | just indicated, | was retained by the
Division to review the DEU cl ass cost of service and
rate design in this proceeding.

Primarily, as a consequence of the issues

surroundi ng service and pricing for services to the
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TS class, the cost allocation process and rate design
recommendati ons are now a maj or focus of this case.

' ve had previous experience in gas cost of service
matters, in state and federal proceedings,
representing utility conpanies and state conm ssions.
My testinony today reflects that experience,

recogni zing specific policies and practices that have
evol ved here in Ut ah.

Havi ng reviewed the DEU fil ed evi dence, |
performed an anal ysis of key factors driving their
cost of service study and proposed rate design.

Wiile there's a range of accepted criteria and
practices enployed in the cost allocation and rate
design process, ultimately the Comm ssion nust find
t hose procedures that result in fair and equitable
out cones based on established precedence and the
evi dence before it in foruns such as this case.

Wil e various parties represent different
constituencies with stakes of interest to their
clients, the ains of the Division evidence in this
phase of the case are aligned nost directly with the
obj ectives of the Comm ssion itself. That is, the
Division has no intended bias to privilege one group
of customers over anot her.

In this context, ny findings and
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reconmendati ons are proposed as a bal ancing of all
custoner interests within a franmework of recogni zed
regul atory policies and procedures. More
specifically, my analysis |eads to certain
recommendati ons whi ch are proposed for inplenentation
inrates at this time, while other proposals are nade
as suggestions for inprovenents that nmay be achi eved
in the next DEU rate proceedings.

Concerning the cost of service nethodol ogy
enpl oyed by DEU, |'ve raised three areas for proposed
nmodi fication: Recognition of interruptible volunes
i n the DEU design day factor, use of a 50/50
wei ghting in the DEU hybrid allocation factor, and
use of actual test year peak day demands as a
superior basis for peak responsibility allocation
factor. The first two reconmendati ons are proposed
for this proceeding while the latter recommendati on
I S proposed for consideration in the next DEU rate
case.

In my prepared testinony, | pointed out that
a hybrid allocation factor is sonewhat arbitrary as
there is little enpirical evidence to support any
particul ar percentage weighting. |In this testinony,
| nmentioned that utilities have, on occasion, relied

on such a wei ghting and have enpl oyed a 50/ 50
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all ocation, also recognizing that a range of
alternatives can al so be found.

An intervenor requested any specific
anal ysis that | mght have to support this claim It
was nmade in ny prefiled testinony. And absent the
time or the data necessary to performthat review, I
responded by saying that this assertion was based on
many cases in which |'ve been personally invol ved.
M. Higgins specifically found that this
representation was insufficient and proposed that ny
recommend -- mny proposal be ignored in the absence of
specific citations.

Since M. Hi ggins seened to be fixated on
this specific testinony, apart from other points that
| addressed in support of this weighting, | reviewed
a recent Sout hwest Gas case in Arizona where | had a
role simlar to the one in this case. |In that
proceedi ng, which was Case No. G 01551A-16-0107,
Southwest Gas, inits own filed testinony before that
comm ssion, enployed a 50/50 hybrid allocation factor
in allocating the demand conponent of mains and
servi ces.

| reference this case now not to sway this
Commi ssion to a particular weighting of a 50/50, but

sinply to recogni ze that there are a range of
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wei ghtings that have been enployed in simlar cases
in this jurisdiction as well as other jurisdictions.
O greater relevance to this case is the historical
use of the 60/40 wei ghting recognized in previous DEU
rates as well as DEU s reliance on weighting in

this -- inits initial filing.

In ny surrebuttal testinony, | found that
M. Higgins' observation that a nodification of the
wei ghting m ght be considered a bit punitive in |ight
of the cost shifts otherw se under review at this
time. | found that this testinony had nerit, and
therefore revised ny initial proposal to revert back
to the DEU filing of 60/40, which is also inplicit in
hi storical rates.

I n anot her recommendation, | proposed that
the recognition of actual interruptible use during
actual peak period be reflected in the peak denmand
allocation factor. This is consistent with previous
findings of this Comm ssion where it directed a
recognition of interruptible usage in the
construction of this allocation factor. The facts in
this case support the finding previously made by this
Commi ssion. And, if anything, the basis is nore
conpelling at this tine.

DEU has not experienced a design day peak
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condition in over 50 years. For nmany years,

I nterruptible custoners have enjoyed the benefit of
gas deliveries even during actual peak period
conditions. Ignoring this benefit in the allocation
process, as well as a nore general consideration of
the access and use of these facilities, provides an
unr easonabl e subsidy to these custoners.

Finally, | propose the DEU enpl oy a peak day
factor based on actual test period conditions rather
than relying on design day estimates. This
reconmendation is nore consistent with general
I ndustry practice and is specifically supported by
the fact that the DEU design day represents a
condition that is unlikely to occur. Actual customner
usage is a reflection of those custoners who benefit
from DEU systemfacilities.

For these reasons and the reasons further
devel oped in ny prefiled testinony, | recommend that
DEU be required to devel op and include actual peak
day custoner data by tariffs necessary for
consideration by the parties in the next rate
pr oceedi ng.

Asi de fromthe DEU cost of service analysis,
| also reviewed the DEU proposed rate design. It

made recomrendati ons which i nclude a distribution of
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the DPU revenue requirenent, a separation of
residential custoners fromthe GS class in the next
case, and isolating TS custonmers wth volunes falling
bel ow 35, 000 dekat herns threshold at this tine.

The recomendation to separate residential
custonmers fromthe GS tariff is consistent with
predom nant industry practice, including at |east
sonme of DEU s own sister conpanies. As stated in ny
filed testinmony, this separation provides for a nore
uni form or het erogeneous group of custoners, provides
for greater transparency, and has a nore accurate
basis to allocate costs and design rates for these
custoners as well as those conmercial custoners
remaining in the GS tariff. DEU should be directed
to file data consistent with these tariff separations
In its next case.

Finally, in consideration of the rebuttal
testinony filed by other parties, | nodified ny
recommendati on for the proposed tariff changes to be
| npl emrented evenly over a three-year annual period.

Thi s concl udes ny openi ng coments.

Q Thank you.

MR JETTER | have no further questions for

M. Lubow. He is available for cross and questions

fromthe Conm ssi on.
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CHAl RMAN LEVAR: Thank you, M. Jetter.
M. Snarr, do you have any questions?
MR. SNARR  Yes, | just have a couple of

areas that | want to seek sone clarification on.

CROSS- EXAM NATI ON
BY MR SNARR
Q M. Lubow, let's briefly discuss the design
day/ t hroughput all ocator, as that issue has been a
center point to sone of the discussion in this
proceedi ng.
CHAl RMVAN LEVAR: M. Snarr, could you bring
your m crophone a little bit closure?
MR. SNARR Ch, sure. |'msorry.
BY MR SNARR
Q M. Lubow, are you famliar wth the
seaboard cost classification allocation nethodol ogy?
A It's been a while, but yes.
Q And is the seaboard net hodol ogy recogni zed
in the industry?
A It has been, yes.
Q And isn't your originally proposed 50/50
wei ghting simlar to the seaboard net hod?
A Oh, goodness. It's been too long. You

know, when you | ook at cost of service, there are so
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many vari abl es and ways in which cost allocation
princi ples may be inpl enented and consi dered
consi stent wth NARUC and ot her industry practice.
You really have to al nost go behind just the
al location factor itself but also | ook at what
facilities those factors are applied to.

Q But it is true that the seaboard nmethod did
sonme significant allocations based on a 50/ 50
al l ocation --

A That's nmy --

Q -- percentage rate?
A -- nMenory, Yyes.
Q Thank you.

Let's nove to one other area, and that is
related to what you just summarized in your
testi nony, the revenue requirenent rate design. 1'd
i ke to just seek a clarification on a couple things
you represented.

First of all, just for context, it's ny
under st andi ng that Dom ni on sought approxi mately
$19.2 nillion as a revenue increase, initially, in
this application; is that right?

A Correct.
Q And in the rebuttal testinony, | believe

that was reduced or revised to a request of
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17.5 mllion; is that correct?

A | don't renmenber that specific nunber, but
"Il accept that.

Q Al right. Now, at the bottom of page 5 of
your testinony -- of your surrebuttal testinony, and
continuing over to page 6, you were asked to descri be
your current rate proposal, including the assunptions
underlined in that proposal; is that correct?

A It is.

Q What is the DPU revenue requirenent you have
assuned in responding to those questions?

A Well, | originally took the initial outcone
of the staff analysis, the Division analysis, which
believe inplied an increase of about $1.2 mllion.
However, that was with a caveat that it had a
position with regard to certain plant facilities
that, if considered in the revenue requirenent, would
have essentially brought that nunber to zero or
slightly negative.

Q Al right. At Line 145 of your surrebuttal
testinony, you suggest that having considered current
Commi ssion policies and using your assunptions, that
the possibility would be that the result -- the
result of this case may i ndeed produce rate

reductions to the GS class of customers; is that
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correct?
A Nom nal reductions, yes.

MR. SNARR Al right. That concl udes ny
guesti ons.

CHAl RMAN LEVAR:  Thank you, M. Snarr.

M. Russell, do you have any questions for
M. Lubow?

MR. RUSSELL: Yes, | do. Thank you.

CRCOSS- EXAM NATI ON
BY MR RUSSELL:

Q | want to weigh in on this topic that we've
been di scussing regarding the allocation of peak
demand cost to interruptible custoners.

Your position and the position of various
ot her parties has been clarified in the prefiled
testinony, so | don't want to spend a ot of tine on
it. But you acknow edge that Dom ni on does not plan
for interruptible usage in its construction of a
desi gn day demand; right?

A | do.

Q Ckay. And nonet hel ess, your proposal would
| npose costs associated with the construction of that
desi gn day systemon interruptible custoners for whom

t hat system was not planned, yes?
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A That's correct. Based on ny testinony, |'ve
I ndi cated a consistent availability and use of system
demand by interruptible custoners, and there should
be sonme recognition consistent wth Conm ssion past
statenent and policy that those benefits should be
reflected in the cost of service.

Q | will admt, I'"'ma little bit confused on
this next point because it's not clear to ne what
proposals you're nmaking with respect to this
allocation for this rate case and which ones you are
proposi ng be devel oped for the next rate case.

A Ckay. Just to clarify that, for this case,
|'ve indicated that the conpany's design date peak
demand al | ocation factor be nodified to reflect the
actual use of interruptible custoners during the
actual peak day in the test year.

Q And so then tell nme what it is you're
proposing that the Conm ssion order the conpany to do
Wi th respect to the next rate case on this issue?

A In the next rate case, | think, along with
ot her considerations as discussed by M. Sumers, the
Commi ssi on should be able to have the opportunity to
| ook at the potential use of an actual peak day
all ocation factor and the rational e behind that

al ternative.
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Q And you' re naking that recommendati on
because you don't believe the Comm ssion has
sufficient -- that the record here is sufficient to

devel op such an actual peak day allocator; correct?

A That's right. They -- in discovery, the
conpany indicated that -- and M. Austin discussed --
' m sorry.

M. Sumrers indicated in his testinony
earlier today that that data is not readily
avai l able. It can be devel oped, but it was not
devel oped for purposes of production of discovery in
t his case.

Q Ckay. | want to talk for a nonent about
your proposal to inpose those design day costs on
interruptible custoners in this rate case.

You have included in your direct testinony
vari ous spreadsheets that contain the cal cul ati ons
supporting that proposal; correct?

A Just to clarify, I don't 100 percent agree
with the predicate in your question. Wat |'m
proposing is that the systemfacilities enpl oyed by
the conpany that relate to provision of neeting
custoner demand include interruptible usage as a
reflection of the actual demand pl aced on the system

in the test year and inplicitly year over year as it
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exists in howthis systemis actually used.

And |'ve reflected that adjustnent at sone
| evel in this case by taking the conpany's design day
factor and adjusting it for the interruptible vol unes
that were actually used at the tinme of the conpany's
syst em peak.

Q And you' ve done that with respect to
interruptible volumes used by the IS class as well as
those interruptible volunmes utilized by custoners in
the TS class; correct?

A That's right.

Q Ckay. And how have you sought to inpose

those additional costs on interruptible custoners?

What is -- what is the specific nechanismthat the
conpany will collect those additional costs?
A Well, of course, for purposes of this case,

we' ve assuned that there's a fair anount of |inkage
between the results of the cost of service analysis
and, ultimately, the rate design that m ght cone out
of this case.

So there -- that's the bridge, basically,
that would be relevant to how those costs would fl ow
through into a sonewhat revised allocation of cost
that would be reflected in the design of TS and IS

rates.
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Q So, specifically, you have proposed to
I ncrease the volunetric rate blocks in the TS cl ass
and to inpose an additional -- an increase in the
contract demand for TS custonmers to account for those
addi tional costs; correct?

A Implicitly, | generally, as you know,
supported DEU s recommendation with regard to rate
structure nodifications. And then |I've gone on to
say that | -- while | mght normally be inclined to
support sone of their rate structure adjustnents, if
this Conm ssion ends up at a revenue requirenent
| evel that produces nomnal to no change in the
overall revenue requirenent, that the rate structure
nodi fications are probably sonething that m ght
better be deferred until the next case, along with a
| ot of other matters that have been raised by DEU and
the other parties.

Q Ckay. But | really don't think that
answered ny question.

VWhat |'mtrying to get at is, in your
proposal to inpose these increnental costs that you
associate with interruptible custoners' usage for the
peak demand factor that you're proposing be inposed
here, you're proposing to raise rates for all TS

custoners in the volunmetric rate blocks and in the
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contractural firmdemand factor; correct?
A That's correct to the extent it's consi stent
with the prefiled recomendati ons of how DEU i ntends

to enpl oy changes to that tariff.

Q But they're -- it's consistent with your
proposal; right? | nean, you have submtted --
A Well, I -- 1 -- excuse ne, but | clarified

that a bit, indicating that while | generally support
the DEU rate structure recomendations, that | would
specifically not nmake sone of the nodifications that
DEU s made at this tinme, given the fact that there
may be little to no change in the overall revenue
requirenent.

But | would just sinply -- a sinplifying way
of answering that is, | would spread that in a
uni formway across the existing rate structure.

Q So you would -- and so you would do it just
| i ke the way that you' ve proposed? | nean, |I'm
trying to understand. You know, you're now offering
what | think may be a different recomendati on than
maybe what you had submtted earlier. O are you
not ?

A | don't think it's different.

Q Ckay. | didn't think so either, but you

seemto be pushing back on ny question, which is --
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and maybe it's just easiest to go to your
spreadsheet. Wy don't you pull up DPU Exhibit 6. 3,
whi ch was submtted with your direct testinony.

A Yes, | have that.

Q Ckay.

A And | guess what | was alluding to is that
this rate structure is really wthin the DEU nodel .
And |'ve made certain changes in the assunptions, and
this is the result of changes such as the inclusion
of the interruptible vol une.

Q Right. So it mght be useful for us just to
ki nd of wal k through what this Exhibit 6.3 is.

So you' ve got four tables here. The table
at the top of this exhibit is the base case that |
believe M. Snarr had asked you about, which includes
certain adjustnents made by the Division but not al
of the adjustnents that the Division had proposed for
revenue requirenment; correct?

A That's correct.

Q Ckay. And so that's what you called a "base
case."

And then the second chart down is the base
case but with a design day factor to inpose those
costs on interruptible volunes; right?

A. Correct.
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Q Ckay. And then the third table down -- and
| guess | should say the -- you've also submtted
various exhibits that correspond with each of these
tables; right?

A That's right.

Q Ckay. So your Exhibit 6.4 corresponds with
the table at the top?

A That's right.

Q And 6.5 corresponds with the second table
related to the design day with interruptible vol unes;
ri ght?

A And so on, yes.

Q Yeah. And so you've got these two tables at
t he bottom of 6.3, which correspond to your -- your
proposal in your direct testinony, which you no
| onger are proposing, relating to the 50/50 demand
t hroughput factor; right?

A That's right.

Q Ckay. | --

A So at this point, | think the focus would be
on this second set of data within the 6. 3.

Q Yeah. So in order to figure out how we get
fromthe table at the top of 6.3, your base case, to
the second table -- which the only change you nade

there is allocating design day costs on interruptible
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vol unes; right?

A That's right.

Q Ckay. And so to look at that, we would
conpare Exhibit 6.4 with 6.5; correct?

A That's right.

Q Ckay. And I'mgoing to ask that we do that,
so let's pull up 6.4. And you are |looking at a hard
copy. |'ve got a spreadsheet, and |'m gathering that
probably at |east half of the room has a spreadsheet.
So I'lIl try to direct these questions so that we can
deal with this both ways.

So if we scroll down on the spreadsheet or
turn on your hard copy to the part of that chart
addressing TS custoner class --

A That woul d be on page 5 of 8 of ny exhibit.

Q O your hard copy version.

Ckay. So there's a table that, at the top,

says Uah TS, and then on -- sort of on the |eft-hand
side of that table, it has sonething -- kind of a
tabl e header say -- calling -- saying "From Revenue
Run Qut put."”

And those are conpany nunbers; correct?
A That's right.
Q And it's got Block 1, 2, 3, and 4 with the

bl ock rates in the TS class; right?
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A Correct.

Q And then down bel ow, we have a |ine show ng
"Annual Demand Charges per Dth of Contract Firm
Transportation"; right?

A Yes.

Q Ckay. So on the left-hand side, as we've
established, those are the conpany nunbers. And on
the right-hand side, that's how you woul d propose to
change the rate to account for your proposals. And
this -- we're looking at 6.4 -- the proposals here
are sone but not all of the Division proposed changes
to the revenue requirenent, yeah?

A That's right.

Q Ckay. So in order to figure out what you've
done to i npose the design day cost on interruptible
vol unes, we would I ook at -- we would conpare the
proposed rate in 6.4 with the correspondi ng proposed
rates in Exhibit 6.5; right?

A That's right.

Q Ckay. And what we see when we nake that
conparison is that in order to inpose those design
day peak demand costs on interruptible custoners,
what you' ve done -- or what you've proposed here is
an even volunetric -- or an even increase for each

volunetric block rate; correct?
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A That's what it shows.

Q Ckay. And you've al so proposed to increase
t he annual demand charge per dekatherm of contract
firmtransportation; right?

A | believe that that's the result of the
under |l ying assunptions in the DEU rate desi gn nodel
that | relied upon in reflecting these changes. |
di dn't independently crunch through all of this data.
| relied on the DEU nodel and the representati on nade
by DEU of how it was proposing to spread any | evel of
I ncrease that the Conmm ssion m ght authorize.

Q But, of course, DEU doesn't believe it's
appropriate to i npose design day costs on
interruptible custoners; correct?

A That's its current position, yes.

Q Yeah. And so using that nodel in this way
yi el ds sonmething of an odd result, where we're -- in
an effort to inpose interruptible design day costs
for interruptible volunes, we're inposing additional
charges for firmtransportation custoners; right? At
| east in this exanple?

A Well, this goes to the very heart of DEU s
testinony and, at sone level, mne as well, which is
t hat maybe we don't have the best breakdown within

tariff groups to be able to properly refl ect
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underlying cost of service to the extent that that's
going to be a primary driver of utility rate design.

Q Ckay. | think we've explored that, perhaps,
enough.

| want to go back to your 6.3, if we may.
Wal k through the -- what each of these tables -- or
at least identify what each of these four tables is.
But I want to -- | want to kind of focus a little bit
on the effects of the proposed changi ng here.

Again, starting with your base case at the
top, you note a 37.91 percent increase to the net
cost of service collected from TS custoners; correct?

A That's right.

Q Ckay. And a correspondi ng 3 percent
decrease to those -- that cost of service collected
fromthe GS custoners; right?

A That's right.

Q Ckay.

A And again, | think it's inportant, based on
the way you're answer -- asking nme these questions,
this is sinply the raw output of the revenue -- the

cost of service nodel based on a different --
differing sets of assunptions. That doesn't
necessarily conpletely link up with the rate design

reconmendati ons. But go ahead.
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Q Yeah. But this does tend to highlight, to
sone degree, the proposals that you have nade in this
docket; right?

A Certainly, it's a sensitivity or a scenario
analysis, as it's identified on the exhibit, that
shows the relative nonetary inpact of these different
assunpti ons.

Q Ckay. So noving fromthe base case to the
design day that incorporates your -- excuse nme -- the
second chart down, "Design Day with Interruptible

Vol unes, " whi ch incorporates your proposal to inpose
desi gn day costs on those interruptible vol unes, we
see a corresponding i ncrease of 45.45 percent to the
TS class; correct?

A That's right.

Q And that's up fromthe 37.91 percent; right?

A That's right.

Q Ckay. And then in that second chart, we see
a correspondi ng decrease to the GS class of
3.62 percent; right?

A Correct.

Q And in ternms of the percentage increase,
that's a relatively small change for the GS class but

a relatively large one for the TS class, yes?

A Well, it's about 7 percent.
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Q To the TS cl ass?

A Correct.

Q And then we see, with the other two
recommendati ons that you have below -- and | do
understand that the 50/50 demand throughput is no
| onger your proposal, but we see with those that both
of those recommendati ons al so increase, resulting in
further increases to the TS class net cost of
service; correct?

A That's right. And as you point out, those
record -- the results of that analysis are now noot,

given that |'ve proposed the 60/40 cost allocation

basi s.
Q Ckay. So each of those changes woul d
I ncrease and -- the change regarding the

interruptible volunmes would increase the TS cl ass
cost of service in addition to the fact the TS cl ass
I's nmoving towards full cost of service here; correct?
A It's not in addition to, in ny opinion.
It's sinply a reflection of the use of this system by
t hese custoners. So it's not in addition to. It's a
conponent -- integral conponent of the consideration
of this usage in the cost of service study.
Q The Division does not object to the conpany

bui l ding a systemained at a particul ar design day,
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does it?

A No. Well, | think that's the result of a
process. And, of course, it's been fairly robust in
recent years. So the Commi ssion -- or | should say
as a consultant for the Division, as | understand it
at this tine, is that the D vision accepts the
approval of whatever system design the conpany
proposes that has been reviewed and accepted by this
Comm ssi on and does not chall enge that -- those
assunpti ons.

Q Goi ng back to 6.3 for ny |last question.

The 45 percent increase to the TS cl ass
that's represented there, that is your | atest
reconmendation in this docket; right?

A Yes.

MR, RUSSELL: GCkay. | think that's all
have.

CHAl RMAN LEVAR: Thank you, M. Russell.

M. Mecham do you have any questions for
M. Lubow?

MR MECHAM | think just one quick one.

CRCSS- EXAM NATI ON
BY MR MECHAM

Q M. Lubow, in your surrebuttal, on page 6,

Advanced Reporting Solutions
801-746-5080



© 00 N oo 0o b~ W DN PP

N NN N NN R P R R R R R B R R
g DN W N P O © © N O O M W N B O

Evidentiary Hearing Day 1

January 15, 2020 Page 174

after you have tal ked about rate spread and so on,
you say that the rate spread -- "rate spreads
generally conformw th current Conm ssion policies
and/ or assunptions nmade in previous rate
settlenents.” But you don't say what those are.

What do you have in m nd when you ask
yoursel f that question?

A Vell -- excuse ne. Wiat | had in mnd was
that -- a few things. The cost of service nodel
devel oped by DEU has been relatively stable in terns
of the construction of that nodel and maj or
assunptions within it over a period of tine.

In that -- in that interimperiod and in the
evidence in this record, | thought about the
direction of the Comm ssion, that there should be
sone recognition to the -- of the use of
Interruptible custoners in terns of the access and
utilization of capacity-related facilities that it
may use during peak period conditions. And | thought
about the hybrid allocation factor, generally, kind
of settling, as M. Summers referred to it this
norni ng, at around 60/ 40.

And that's nmaybe varied sonmewhat over tine
in ternms of what underlying assunptions have been

made, but the conpany's | ooked at that as a
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conprom sed position that it thought, certainly as it
filed its testinony, was a reasonable basis for the
cost of service nodel. So those are the main things
| was thinking about.

Q Ckay. Thank you.

And you've also been in the room On page 7
of your surrebuttal, you talk about the conpany's
proposed i ncrease uniformy being -- or being
uniformy applied in the rate structure when taken as
a whole, but -- that may yet cone, but you don't --
there's no evidence or exhibit in the record right
now t hat shows that these increases, particular to
the TS class, would be applied uniformy, is there?

A No. But that's not unusual. O course, the
whol e point of this proceeding is to get to a set of
recommendations in the record that may be acted upon
by this Comm ssion. And typically, what occurs is
that the Comm ssion, either in the formof a
| ate-filed exhibit or as a requirenent of a proof of
revenue, would lay out the paraneters of the rate
design it intends to have inplenented, and the
conpany woul d be required to produce the result of
t hose fi ndi ngs.

MR. MECHAM Ckay. | have nothing further.

CHAI RVAN LEVAR  Thank you, M. Mecham
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Major Kirk or Captain Friedman?

MAJOR KIRK: No questions, sir.

CHAl RMAN LEVAR: kay. M. dark or
M. Sabin?

MR, SABIN.  Just very briefly.

CROSS- EXAM NATI ON
BY MR SABI N

Q I f | understand your test -- | just want to
confirm In your testinony, | understand you to be
supportive of the concept of bringing the TS class to
full cost of service; is that correct?

A Yes. As that nmay be defi ned.

Q Understood. But the general idea is that
they -- as | take your testinony, you agree with the
conpany that people -- that each class shoul d bear
their full cost of service?

A | do.

Q Ckay. And | think | just heard you, a
m nute ago, say this, but I want to nake sure |I'm
under standi ng you correctly. | think I've -- if |'ve
under stood your testinony, you agree with M. Summers
t hat before you make deci sions about specific
I ntracl ass breakouts or intraclass rate setting, you

need to have sufficiently clear data to be able to
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make those deci sions and nake themin a credible and
sust ai nabl e way?

A | 100 percent agree with that. And |I'm sure
it's frustrating to the parties and the Conm ssi on
that we get to these cases and it's a conponent of a
utility rate filing, and it's sinply not possible to
| ook at the scope of nmassive changes in a custoner
rate design inter- and intraclass. So | 100 percent
support the conpany's notion that this needs a deep
di ve and further analysis.

And | think the D vision has conparable
views wth regard to what needs to occur to bring
this to a point for the Conm ssion to have sufficient
evi dence to nake clear findings about what's good or
bad about these proposals with regard to cost of
service and rate design.

Q Thank you.

Last question. You just noted earlier in
response to -- | don't renenber which attorney. |
think it was M. Russell's question, that as it
relates to actual peak day data, you believe that the
conpany should, for the next rate case, be devel opi ng
actual peak day data that could be used to
allocate -- | think your words in your testinony are

essentially to allocate the --
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A To tariffs.

Q Ri ght.

A And the inplication of that, just to be nore
clear about it, is that, as M. Sunmmers pointed out,
this isn't sonething that you just have avail abl e
frominternal records.

Q And | just want to clarify that exact point.
To the extent the conpany does not have and cannot
obtai n peak day data for sone of the classes, would
you agree with ne that if you -- if the conpany or
the Comm ssion was going to do what you're proposing,
it would have to be relying, to sone extent, on
estimates because there isn't data for every cl ass
show ng a peak day for every class?

A | do agree with that. And as M. Sunmers
pointed out, it relies -- it -- by its nature, of
course, it makes those estimates nowwth regard to
desi gn day data when it separates it out by various
groups of custoners. And, of course, in the context
of a rate case, we're tal king about tariffs.

Q Under st ood.

MR. SABIN. That's all | have. Thank you.
CHAl RVAN LEVAR:. M. Jetter, any redirect?

I11
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REDI RECT EXAM NATI ON
BY MR JETTER

Q | just have a very brief question I'd |ike
to -- line of questions I'd like to ask you. And if
you wouldn't mnd just turning to -- this is
Exhi bit 6. 3.

A Yes, sir.

Q And this is just to, | guess, clarify a
little bit of -- sonething that's not necessarily
intuitive here.

In the GS class on each of these -- and we
can just | ook at even the top chart here, the top
table -- a 3 percent increase or decrease for a
typical GS custoner, is it accurate that that woul d
represent a 3 percent difference in their -- a
typi cal custoner in that class -- their total cost of
gas service during a billing period?

A Well, to be clear, it would represent the
di stribution conponent, not the commobdity. So the
| npact on the custoner, when it | ooks at its total
bill, would be |less than this.

Q Than 3 percent?

And -- but that same -- that same difference
bet ween what's represented here as a percentage of

the distribution cost as conpared to total cost of
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gas service applied to all of the other classes, TS

I ncl uded?
Let ne --
A | hadn't | ooked --
Q -- rephrase that question.
A -- at it this way, and maybe it's in this

record. But, of course, when you' re |ooking at |arge
vol unme custoners, the percentage of the distribution
cost versus commodity may be skewed to an even | ower
wei ghti ng.

Q Ckay. And that's what | was trying to get
at here is a 45 percent increase intuitively sounds
like a lot, but that may be a very small portion of
their total gas cost over any period of time, a nonth
or a year?

A Well, that's right. It would not be the
majority of the cost that these high volune, high
| oad factor users face.

Q Ckay. Thank you.

MR. JETTER. That's the only redirect |
have.

CHAl RMAN LEVAR: Does anyone have any --
wel | , does anyone have any recross based on
M. Jetter's questions?

(No response.)
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CHAI RMAN LEVAR: |'m not seeing any
I ndi cati on.
Ckay. Conmi ssioner O ark, do you have any

guestions for M. Lubow?

CROSS- EXAM NATI ON

BY COWM SSI ONER CLARK:

Q | just have a question related to the 60/40
al l ocation, the factor that we've di scussed today.

And |"'mquite famliar with your surrebuttal

testi nony on the subject, but do you have anyt hi ng
nore to say than you've said here with respect to
M. Sumrers' -- the logic that M. Summers sees in
using the systemload factor as -- for the throughput
percent age as opposed to 40 percent? |In other words,
32 as opposed --

A Ri ght .

Q -- to 407

A Only this: It's nice to be able to -- when
you' re a decision-nmaker or a party in the case -- to
be able to have enpirical evidence that supports sone
finding. So it's nice to be able to say, "Look to
this kind of a allocation factor. | don't find it
particularly conpelling.”

As a decision-maker, | think I'd recognize
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this for what it is, which is a hybrid allocation
that is designed to reflect diversity -- system
di versity anong different kinds of custoners.

And whether it's 60/40 or 68/32, it's hard
for me, as an expert witness, to say why -- where
this Comm ssion should conme down in one place as
versus another. The only place | would help -- maybe
hang ny hat on the 60/40 a bit nore is that
historically, it's kind of skewed to that result.
And if we're going to look at a lot of other factors
I n the next case and defer things that maybe each of
the parties is recommendi ng now for deeper
consideration, |I'd probably be sonewhat biased nore
t owar ds the 60/ 40.

Q Thank you.

COW SSI ONER CLARK:  That concl udes ny
exam nati on.

CHAI RVAN LEVAR:  Comm ssi oner Wi te?

COW SSI ONER WHI TE: | have no questi ons.
Thank you.

CHAI RVAN LEVAR: | don't have anything el se.

Thank you, M. Lubow. Thank you for your
testi nony today.

M. Jetter?

MR. JETTER  Thank you. The D vision would
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like to call and have sworn in
M. Dougl as Weel wri ght.

CHAl RVMAN LEVAR. M. Weel wight, do you
swear to tell the truth?

THE WTNESS:. | do.

CHAI RMVAN LEVAR:  Thank you.

DI RECT EXAM NATI ON
BY MR JETTER

Q M. Wheel wight, would you pl ease state your
name and occupation for the record?

A My nanme is Douglas D. Wheelwight. ['ma
techni cal consul tant supervisor for the Division of
Public Utilities.

Q Thank you. And in the course of your
enpl oynent with the Division, have you had the
opportunity to review the application as well as the
filings fromthe various parties in this docket?

A Yes, | have.

Q And did you create and cause to be filed
with the Comm ssion direct and surrebuttal testinony
in this docket?

A | did.

Q Do you have any corrections or edits you

would i ke to make to that?
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A No, | don't.

Q | would -- if you were asked the sane
gquestions in that prefiled testinony today, would
your answers be the sane?

A Yes, they woul d.

MR. JETTER |I'd like to nove to enter into
the record the direct and surrebuttal testinony of
Dougl as Wheel wri ght .

CHAI RMAN LEVAR: I f anyone objects to that
notion, please indicate to ne.

(No response.)

CHAl RMAN LEVAR: |' m not seei ng objections,
so the notion is granted.

(DPU Exhibits 1.0DIR and 1. 0SR were
admtted.)

MR. JETTER. Thank you.

BY MR JETTER

Q Have you prepared a brief sunmary of your
testinony?

A Yes, | have.

Q Pl ease go ahead.

A Thank you.

Good afternoon, Conm ssioners. The Division
of Public Utilities has reviewed the testinony and

exhibits of the conpany w tnesses as well as the
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testinony and exhibits of the intervening parties.
The Division has also participated in neetings and

di scussions with conpany representatives and has
subm tted data requests in order to obtain additional
i nformation and clarification on specific issues.

In addition, the Division has hired Overl and
Consulting to help in the review and anal ysi s
process. M. Howard Lubow from Overl and has provi ded
witten testinony and anal ysis on behalf of the
Di vision and has provided testinony in the hearing
t oday.

The conpany has stated that one of the
primary goals or objectives of this phase of the case
is to bring each custoner class to the cal cul at ed
full cost of service and has specifically identified
transportation custoners as the class that is being
subsi di zed. The application states that large TS
custoners were subsidized, and new -- were
subsi di zing the new snall custoners in the class and
t hat novenment of commercial custoners fromthe GS
class to TS in recent years is one of the primary
reasons for the undercollection of this class in
total .

I n response to data requests, the conpany

provi ded a revised cal cul ation to show the cost of
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service for TS custoners with usage | ess than 35, 000
dekat herns conpared to | arge-use custoners. This
anal ysis showed that under the current rate
structure, small TS custoners are paying nore than
their fair share of the cost of service while |arger
TS custoners are being subsidized by the other rate
classes. This new anal ysis was the exact opposite of
what was originally presented as the reason for a
nmoratoriumon the new customers noving to this class.

The conpany nmi ntai ns the burden of proof to
denonstrate the need for a change in the rate
structure as provided conflicting information in this
case. |If the smaller TS custoners are neeting their
cost allocation requirenents, the conpany shoul d be
i ndifferent as to which custonmer class they fall
I nt o.

The Division supports the conpany's effort
to bring all custoner classes to full cost of service
and believes that additional study and analysis is
needed. Any additional analysis should also include
a nore detail ed explanation and review of the
potential inpact of reduced GS sal es vol unes, how
t hey could have -- excuse ne.

Any addi ti onal analysis should also include

a nore detail ed explanation and review of the
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potential inpact that reduced GS sal es vol unes could
have on a conpany-owned supply provided by Wexpro.

Di vi sion would recommend that the conpany
direct -- the Comm ssion direct the conpany to
conplete a nore detailed review and anal ysis of these
| ssues and require the conpany to include specific
options and alternative recommendations for a
possible split in the TS class as part of the next
general rate case filing. The D vision wuld al so
support a simlar view and analysis of a possible
split inthe GS rate class as part of the next
general rate case filing.

The Division supports the proposed reduction
in the adm nistrative fee for the TS custoners, the
al l ocation of peak hour costs to transportation
custoners, and supports the phased-in increase in the
TS rate spread evenly over a three-year period.

And that concludes ny summary.

Q Thank you.

MR. JETTER M. Weelwight is avail able
for questions and cross fromthe other parties.

CHAl RMAN LEVAR: Thank you, M. Jetter.

M. Snarr, do you have any questions for
M. Wheel wight?

MR. SNARR No. The Ofice has no
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guesti ons.
CHAl RVAN LEVAR:  Thank you.
M. Russell?
MR. RUSSELL: No questions. Thank you.
CHAl RVAN LEVAR: M. Mechan?
MR. MECHAM Yes, thank you. 1've got a

f ew.

CRCOSS- EXAM NATI ON
BY MR MECHAM

Q Good afternoon, M. Weel wight.

A Good afternoon.

Q So as | understand it, your view s been
changed through this process as you' ve seen new
evidence cone in that small TS custoners actually are
providing return above the average system return?

A The data request that was conpleted by the
conpany did show that small TS custoners were
providing -- or neeting their cost of service
requi renment, yes.

Q And adding -- actually providing a return
beyond t he average system return?

A They were higher than the | arger custoners.
"1l say that.

Q Ckay. Wen you say that there has been
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| nconsi stent evidence, what are you referring to?

A Well, | think the initial application stated
that small custoners were the problem and that they
were the cause of -- that the TS class was being
undercol | ected was the novenent of custoners fromGS
to TS, that that was the root cause of problem This
subsequent anal ysis does not show that that is the
cause.

Q So inthe initial filing, the conpany didn't

address that Division of the TS class, did it?

A No.
Q It canme in response to data requests?
A That's correct.

Q And it showed just opposite of what the
narrative has been for many years, did it not?

A Yes. That's correct.

Q And you heard M. Summers say that the
narrative is shifting; correct?

A Yes.

Q And then in your testinony, in your
surrebuttal, you say that the noratorium may not be
necessary.

s that still your testinony?
A The noratorium | think, can go either way,

dependi ng on which -- how you look at this. And I

Advanced Reporting Solutions
801-746-5080



© 00 N oo 0o b~ W DN PP

N NN N NN R P R R R R R B R R
g DN W N P O © © N O O M W N B O

Evidentiary Hearing Day 1
January 15, 2020 Page 190

can argue both points. | think the noratorium woul d
be hel pful to gain a clear understandi ng of those
custoners that are in that class. | don't disagree
with that. However, if those small TS custoners are
neeting their cost of service, the noratorium may not
be the best thing. So you can argue it both ways.

Q But they are neeting their cost of service;
correct? So you would really need to argue that the
noratorium s not necessary under those circunstances.

A No. | don't -- | wouldn't say that because
we don't know how many custoners woul d be noving to
that class. If we have -- as M. Sumers said, if we
have an additional 450 or 500 or 1,000 custoners that
nove to that class, that would cause a problemfor
the conmpany. |If we have 20 custoners, | don't think
it would be a problem but we don't know. So the
norat ori um may nmake sense, to freeze that until we
get a handle on what's going on within that coll apse.

Q For three years?

A That's the problemthat | have. Three years
is along tine. W've been tal king about this issue
for ten years now, and now we're going to go an
additional three years. That's one of ny concerns
with the noratorium

Q Does that strike you as unreasonabl e?
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A | don't know if there's another option
because the conpany will file a rate case every three
years. W can't do anything outside of a general
rate case. So given those paraneters, | don't know
I f there's another choice that we have.

Q But you recognize that the noratoriumwl|
st op any novenent whatsoever to the TS class and
prevent customers fromthe -- fromenjoying the
savi ngs that they have been?

A There's a lot of noving parts to this.

Cust onmer savings, yes. There are also inplications
for the Wexpro agreenent that we need to | ook at
this. W need to look at this in total. So |I don't
think this is an easy answer with a noratorium And
like | said, |I can argue it both ways.

Q Wul dn't the TS class achieve its full cost
of service faster by having custoners join it that

are actually producing return above the average

syst enf?

A | don't know.

Q Well, wouldn't it stand to reason?

A The vol unes of the smaller custoners are not
really significant. So | don't knowif -- | don't
know i f they -- what the correct answer is. | don't

know if it would inprove it, or if we had additional
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custoners noving into that class, the exact inpact.
We need nore study. W need nore anal ysis.

Q But again, the direction, even for those
smal | custoners, even if it's a slight increnent,
it's still an inprovenent, is it not?

A It could be. It -- but again, we don't know
what the inpact's going to be if we have 500
custoners, if we have 1,000 custoners noving. |
don't know what the inpact's going to be. O if we
have 50 custoners noving into that class. So it's a
noving target that's difficult to try and get your
arnms around.

Q Doesn't the evidence show that the large TS
custoners are the ones that are underperform ng?

A Yes, it does.

Q Shoul d there be a noratorium on anyone
joining that class?

A | don't think that's a problem | don't
t hi nk we have many in the thousand dekat herm
cust oners.

Q And that's -- that is a problem If they're
t he ones causing the problem and the ones who aren't
causing the problemare prevented by the noratorium
fromnoving, howis that just and reasonable or fair?

A | think the charge of the conpany is to | ook
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at their rates and make themfair. |f they have a
difficult tinme analyzing the data -- | don't know how

long it's going to take to pull the data together, to
do all this work. Three years is a long tine.
That's a concern that | do have.

Q So what's the solution?

A The first thing we need to do, | believe, is
to gather the data. | don't know -- again, the
chall enge is we don't know what's going to happen to
this class if we don't put a noratoriumon it. You
know, based on sone of the information, it |ooks |ike
sonme of the smallest custoners woul d have a decrease.
So if that were to occur, there may be a fl ood of new
smal|l custonmers coming into this class. That woul d
| npact the anal ysis process.

So again, | can argue it both ways. |If
there's -- without a noratorium we may have a fl ood
of new custoners. Wth a noratorium nobody can cone
in. So | don't knowif there is an easy answer, and
we're going to |l eave that up to the Conm ssion.

Q So what incentive is there to nove quickly
i f we have a three-year noratoriuminposed?

A To nove qui ckly?

Q To nove quickly to do the analysis you're

t al ki ng about.
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A That's anot her one of ny concerns. | would
like to do this analysis quickly while we do have
peopl e who are engaged, people who are famliar wth
t he case, people who are understanding of the issues.
If we drag this out for three years, it's going to be
very difficult to get people involved and to get them
notivated to even partici pate.

Q What confidence do any of us have that the
col | aborative process is going to be nore productive
t han what's been happening in the |ast seven,
ei ght years?

A We don't have any assurance. If -- but |
woul d hope, and it's ny recommendation that the -- |
woul d hope that the Conm ssion would order the
conpany to nove forward. And it may take that.

W' ve been | ooking at this for a nunber of years. So
It may take an order or sone kind of direction from
the Comm ssion to nove this forward. O as an
alternative, the Division could also act and initiate
sonme -- a proceeding to nove this information forward
and to gather that information.

The ot her chall enge that we have is the
conpany has all the data. W don't have that. So we
do rely on the conpany to provide that informtion.

Q But who benefits froma noratoriunf
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A | don't know if -- who would benefit.
Q Well, the custoners | ooking to nake a change

won't benefit, wll they?

A No. If -- one of the exanples was the
savings to school districts. |If they were -- if
there was a noratorium they would not be able to
achi eve those savings.

Q And is that -- as | said to M. Sumrers, |
nmean, those savings for the school districts was
nearly $5 million in 2019. Is it -- so all of those
custonmers who yet nmay nove forego whatever the |evel
of savings is. |Is that a benefit to then?

A No.

Q What woul d you expect to happen to the
nunber of TS custoners if there's a noratoriun?

A If there's a noratorium there won't be any
i ncrease in the TS custoners.

Q Can you tell us what wll happen to the TS
cl ass dekathernms with a noratoriunf

A | woul d i magi ne that the vol unes woul d stay
roughly the sane as they are today. | don't think
you're going to have any increases if there's no new
cust oners.

Q And have you given any thought as to what

woul d happen to TS contract denmands with a
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nor at ori unf

A | don't think there would be any change with
the noratoriumto anything.

Q So how do you provide incentive to the
conpany to do this analysis in |l ess than three years?
| mean, do you -- let ne restate that.

Does a noratoriumgive the conpany any
i ncentive to do the kind of analysis you're talking
about ?

A Not directly, but | think indirectly, they
are notivated. W' ve been |looking at this for a
nunber of years. | think indirectly there is sone
notivation to get this reviewed and anal yzed. This
is a priority for the Division as well.

Q This is the only area -- well, let ne
restate that.

Isn't this the only -- one of if not the
only area where there's just a nodi cum of
conpetition?

A What do you nean by that?

Q W're dealing with a public utility that is
a sole single provider. The TS class actually
enabl es custoners to purchase their own gas on the
mar ket, and that won't be available for three years

under the noratorium is that correct?
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Yes.

So conpetition's gone; is that correct?

> O >

Yes. Well -- yes.

Q So whether it's the intent of the conpany or
not to engage in anticonpetitive activity, it's the
result, is it not?

A It's a consequence of the condition they're
in today. |f the Conm ssion decides that there needs
to be a noratorium there would not be any
opportunity for people to nove to that class for
three years. | don't think that's unheard of.

Q Well, that's a good question. Were have
you heard of it?

A | don't have any specific exanples that |
have researched. M. Lubow and |I were discussing --
he's famliar with other situations where there have
been noratoriuns on specific rate classes in other

districts, in other jurisdictions.

Q For three years?
A | don't know how | ong they were.
MR. MECHAM Okay. | think |I'm done.

THE W TNESS: Thank you
CHAl RMAN LEVAR: Thank you, M. Mecham
Maj or Kirk or Captain Friedman, any

questions for M. Weelwight?
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MAJOR KIRK: Yes, sir.

CROSS- EXAM NATI ON
BY MAJOR Kl RK:

Q You said that based on the new data that was
avail able, it seenmed that the custoners in the TS
class -- the small custonmers in TS class were
subsi di zing the large custonmers in the TS cl ass.

| s that an accurate statenent?

A That's the way it | ooks, yes.

Q And what nodel is that based off of?

A It's based on the conpany's nodel. They did
t he anal ysi s.

Q And that's not based on a 100 percent design
day nodel like M. Collins proposes?

A | don't believe it is.

Q And so you're not sure, under that nodel,
whet her small TS custoners are actual |y subsi di zi ng

| arge TS custoners if the Conmm ssion chose to adopt

t hat nodel --
A | don't know.
Q -- based on the --
A | don't know,

Q Is it fair to say that fromthe begi nning of

the case to where we are now, we're not really sure
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what the accurate cost is, then, within the TS cl ass?

A There's been a |lot of changes within this --
within the filing.

Q But the Division still supports a 46 percent
I ncrease to the TS class; is that correct?

A The Division supports bringing all custoner
classes up to full cost of service.

Q But we're not exactly sure what the cost of
service is, is what you just said?

A W don't -- we haven't filed -- the
Comm ssion has not ruled on a revenue requirenent, so
we don't know what the full cost is going to be for
each cl ass.

Q There's a di scussi on about noratorium and
| etting new custoners nove into the TS class. If we
don't really know what the cost of service is for the
TS cl ass, perhaps we should have a noratorium on
changing the cost of service for custoners until we
figure that out first.

Wul d that be a proposal that the D vision

woul d be open to?

A | have not recommended that. | have not
stated anythi ng about that.

Q Thank you.

CHAI RVAN LEVAR  Thank you.
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Any cross-exam nation fromM. Cark or
M. Sabin?
M5. CLARK: No questions. Thank you.
CHAI RVAN LEVAR: Any redirect, M. Jetter?
MR, JETTER: Just a brief couple of redirect

guesti ons.

REDI RECT EXAM NATI ON
BY MR JETTER
Q You' ve been asked a nunber of questions
about the effect of custoners noving in and out of
the TS class with or without a noratoriumand -- as
well as potential TS custoners that would nove in or
out of the TS class above the 35,000 dekathermlimt.
Do you have any ability, at this tinme, to
know what the effects would be w thout know ng what
the rate outcone -- the rates that woul d be set at
the outcone of this hearing would be?
A No.
MR, JETTER. That's ny only foll ow up
guestion. Thank you.
CHAl RMAN LEVAR: Any recross based on
M. Jetter's questions?
(No response.)

CHAI RVAN LEVAR |'m not seeing any.
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Ckay. Conmi ssioner O ark, do you have any
questions for M. Weelwight?

COW SSI ONER CLARK:  Yes.

CRGOSS- EXAM NATI ON
BY COW SSI ONER CLARK:

Q So regarding the noratorium your -- |'Il]|
call it equivocal -- | don't nean that in a
pej orative way, but -- recommendation regarding

whet her the Conm ssion inplenments it or not, is that
reflecting uncertainty on your part regarding the
entirety of the information that's been presented
regard -- on the TS cost allocations evidence as it's
been presented in the case?

I n other words, do you | ack conviction about
this latest information that you' ve received fromthe
conpany and the cost recovery in the small TS
custoner elenent, or -- or is there sone other reason
for you to doubt whether or not a noratoriumought to
be i nposed?

A | think one of the things that M. Sumers
said is the analysis that was done only | ooks at one
small portion of this. W don't knowif the split at
35,000 is correct. W don't know if the split ought
to be 10,000 or 100,000. There are -- there's a |ot
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of unknowns with the information. That was one run
that was done by the conpany. It was done with the
conpany's nodel, but we don't know if that's the
correct spot. There's still a |lot of unanswered
guesti ons.

Q Do you have a view of what kind of
I nformati on woul d persuade you that you -- in a way
t hat you could say unequivocally to the Comm ssion
that is your recommendation, that we inpose the
mor at ori um because uni nt ended consequences are goi ng
to result if we don't?

|s there a scenario that would nmake this
nore clear that you can articul ate?

A The conpany has -- well, let ne qualify this
is little bit. There's a lot of noving parts to
this. One of the aspects that has not been expl ored
very well is the Wexpro production. Wxpro has sone
caps on it, and we can't ignore that. That's part of
the way the conpany has to do business. W need to
explore that further and see how that's going to play
into this whol e scenario.

So | think there's a |ot of noving parts
that we need to address and anal yze and really
understand clearly.

COWMWM SSI ONER CLARK: | don't have any
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further questions. Thank you.

CHAl RMAN LEVAR:  Conmm ssi oner Wiite?

CRCOSS- EXAM NATI ON
BY COWM SSI ONER VWHI TE:

Q Good afternoon. Just one brief question.
Cbviously, it's been outlined in pretty great detail,
the -- kind of the pros and cons of this noratorium
concept. This concept, is this sonething that
would -- the only possible installation of the
nmorat ori um woul d occur at the conclusion or the order
of this rate case?

In other words, is this sonething that could
be nonitored by the Division or other parties and --
as to see what potential consequences were to occur
based upon the outcone of the order?

| s that sonething that the D vision has
eval uated or --

A We haven't evaluated it. That certainly
woul d be an option.

Q And what woul d you, without -- obviously I'm
putting you a little bit on the spot here, but what
m ght that ook like in ternms of, you know, the
noni toring and what type of action or request would

the Division potentially make, or other party, to --
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as that would be nonitored?
A Let nme think about this for a m nute.

One of the challenges you're going to --
that you would have is there's only one chance during
the year for custoners to nove fromGS to the
transportation service. Once they've nade that
election, it's too late. If we have 1,000 new
custonmers who signed up, it's too late. And we don't
have a choice to go back and say, "WAit a mnute. W
want to put a noratoriumon this."

So that's the chall enge that you've got,
where you've only had -- you know, if it was -- if
there were a provision where periodically we could
see how many custoners were noving to that class, we
could nonitor that on a regular basis and see we've
had 100 custoners this nonth, 200 the follow ng
nonth, 300 the followng nonth. W don't have that
| uxury. There's one tine a year when custoners can
nmove.

Q So potentially there would only be |ike one
bite of apple a year?
A One bite, yeah.
Q Ckay.
COW SSIONER WHI TE: That's all the

qguestions | have. Thank you.
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1 CHAl RVMAN LEVAR: | don't have anything el se,
2 M. Weelwight. Thank you for your testinony.

3 THE W TNESS: Thank you.

4 CHAI RVAN LEVAR Wiy don't we break until --
5 let's just say 3 o'clock by that clock. Thank you.

6 (A brief recess was taken.)

7 CHAl RVMAN LEVAR:. Okay. We're back on the

8 record.

9 And at this point, noww'll go to M. Snarr

10 for the Ofice for your wtness.

11 MR. SNARR  Yes, thank you. We'd like to

12 call as a witness M. Jim Daniel.

13 CHAl RMAN LEVAR: M. Daniel, do you swear to

14 | tell the truth?

15 THE W TNESS: Yes.

16 CHAl RMVAN LEVAR:  Thank you.

17

18 DI RECT EXAM NATI ON

19 BY MR SNARR

20 Q Good afternoon, M. Daniel.

21 A Good afternoon.

22 Q Wul d you state your nane and -- for the

23 record and your address?

24 A My nanme is Janes Daniel. Business address

25 s 919 Commrerce Avenue, Austin, Texas.
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Q And with respect to this proceeding, by whom

are you enployed or contracted for?

A | "' m enpl oyed by the Ofice of Consuner
Servi ces.
Q And in connection with this proceedi ng, have

you had a chance to review the filings and docunents
related to the Phase Il cost allocation and rate
desi gn i ssues?

A Yes.

Q And as a result of that review, have you
produced or caused to be produced testinony and
exhibits for subm ssion in this proceedi ng?

A | have.

Q And woul d that include your direct
testinony, which was subm tted on Novenber 14th of
2019, along with exhibits; and rebuttal testinony
submtted on Decenber 13th, 2019, along with rebuttal
exhibits; and surrebuttal testinony submtted on
January 6th, 2020, along with exhibits? |Is that
correct?

A Yes.

Q And do you have any corrections or changes
to nmake to any of those docunents?

A | do not.

Q And if you were asked the sane questions
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t oday, would your answers be the sane?
A Yes, they woul d.
Q Thank you.

MR. SNARR We'd |like to offer those
exhi bits that have been identified for adm ssion.

CHAl RMAN LEVAR: I f anyone objects to that
notion, please indicate to ne.

(No response.)

CHAI RMAN LEVAR:  1'm not seeing any

obj ections, so it's granted.
(OCS Exhibits 4D, 4.1D - 4.3D, 4SR, and
4. 1SR - 4.2SR were admtted.)
BY MR SNARR
Q Now, M. Daniel, have you prepared a summary
of your testinony?
A Yes, | have.
Q Wul d you pl ease present that now?
A Yes.

For several rate cases in many years, the
transportation service custonmer class has been
recei ving significant subsidies at the expense of
ot her custoner classes. |In previous rate cases --
excuse ne. It's allergy season in Austin, and ny
sinuses are giving nme fits.

I n previous rate cases, gradualism has been
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proposed to gradually reduce or elimnate these
I ntercl ass subsidies. Those gradual plans have done
little to reduce these | ongstandi ng subsi di es.

In this case, DEU initially proposed to
el imnate the subsidies at once based on its proposed
cost of service study. Wile DEU s objective to
elimnate the interclass subsidies nmakes sense, DEU s
cost of service is flawed. And I'll tal k about
several of the issues that | have with the cost of
service study.

The first is the design day/throughput
al location factor. One of the nore contested issues
in this case is the proper classification and
all ocation of the costs related to the internediate
hi gh- pressure distribution systemcosts, or the | HP
system

Inits initial application, DEU classified
60 percent of the | HP cost as denmand-rel ated and
all ocated those on a demand day -- denmand al | ocator
and cl assified 40 percent as commodity rel ated and
al l ocated those costs on a throughput allocator.
This cost nethod recogni zes that a portion of the IHP
systemis used to neet peak demand and that anot her
portion is used year-round.

As the 40 percent weighting factor of the
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t hr oughput conponent decreases, nore costs are
allocated to the GS class and | ess cost allocated to
the TS custoner cl ass.

ANGC and UAE propose to reduce the
40 percent weighting factor to 32 percent, and the
FEA proposes to reduce it to zero. The DPU
originally proposed to classify 50 percent on design
day peak demand and 50 percent on throughput. The
DPU proposal is commonly referred to as a seaboard
met hodol ogy.

The DPU al so pointed out that the
demand-rel ated costs should be allocated using a test
year peak demand al | ocator rather than the design day
peak demand. | believe DPU s original 50 percent
recommendati on provides the best resolution for this
| ssue because it offsets sonme of the problens with
using a design day denmand al |l ocation factor.

Next issue is the allocation of general
pl ant depreciati on expenses. By underall ocating
costs to the NGV custoner class, DEU attenpts to hide
anot her interclass subsidy. DEU has incorrectly
al | ocated general plant depreciation and therefore
underal | ocates costs of NGV class. General plant
depreci ati on expenses shoul d be all ocated based on

al l ocation of general plant; i.e., the plant that
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causes the depreciation expenses.

Next issue is the allocation of costs to
I nterruptible service custoners. DEU is proposing to
change the net hodol ogy of allocating demand-rel at ed
costs to interruptible custoners that was approved by
the Commission in DEUs last litigated rate case,
Docket No. 07-057-13. The conpany is making the sane
argunments in this case and does not provide any
support for this change. The Conm ssion shoul d again
reject the DEU s proposal .

Next issue is a revenue distribution. As
previously nmentioned, elimnating the interclass
subsidies at one tinme will result in significant rate
i ncreases for sonme custoner classes.

Anot her highly contested issue in this case
I s whet her gradualismshould be used to mtigate
these significant increases. O course, the |evel of
the overall revenue increase proved -- or decrease
approved by the Comm ssion will inpact the need for
gradualism UAE s gradualism proposal of a
t hree-step, two-year approach to elimnate the
I nterclass subsidies is an acceptabl e proposal and
shoul d be approved. | would al so propose that the
percent increase in each of those steps be an equal

33. 3 percent.
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Next issue is a GSU -- GS rate design. DEU
IS proposing a major rate redesign of the GS cl ass.

At the sane tinme, DEU is proposing to del ay changes
to the TS rate design due to anticipated custoner
mgration issues. DEU has not properly supported the
proposed GS rate design changes and not -- has not
shown the inpacts on the various types and sizes of
GS custoners.

As shown on ny Exhibit OCS 4.3D, the
conpany's rate redesign proposal wll increase sone
GS custoners' bills by over 40 percent while
decreasing other GS custoners' bills by 13 -- or
15 percent. For these reasons, | recommend DEU s
proposed GS rate redesign be rejected.

Next issue is rate TBF class. Custoners
recei ving service under rate TBF have the option of
bypassing the DEU s system and connecting directly
with another pipeline. |In order to retain these
custoners, DEU provides rate di scount under rate TBF.
In my direct testinony, | denonstrate that one of the
two custoners taking service under rate TBF should no
| onger receive a rate discount. DEU did not rebut ny
testinony on this issue. Comm ssion should require
DEU to nove this custoner fromthe di scounted TBF

rate to the appropriate rate schedul e.
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Last issue is the rate TS custoner class
conposition. DEU is proposing tolimt the
avail ability of transportation service in the future
to only custoners with gas consunpti on of 35, 000
dekat hernms or nore. This proposal, along with
elimnating the subsidy received by rate TS, could
cause small TS custoners to nove back to bundl ed
service under rate GS. This customer mgration
concern is DEU s reason for not redesigning the TS
rate design.

| recomrend Conmi ssion disallow DEU s 35, 000
dekat herm m ni rum use provi sion on a pernmanent basis,
and | have not been convinced that a noratoriumis
necessary. In addition, | recomend that the
Conmi ssion require DEU to split the TS custoner cl ass
into two transportation service classes: One for
smal |l custoners and one for |arge custoners.

Thank you.

MR. SNARR M. Daniel is available for
Cross-exam nati on.

CHAl RMAN LEVAR:  Thank you, M. Snarr.

M. Jetter, do you have any questions for
M. Daniel?

MR. JETTER | have no questions. Thank

you.
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CHAI RVAN LEVAR. M. Russell?
MR, RUSSELL: Yes. Thank you.

CRCOSS- EXAM NATI ON
BY MR RUSSELL:

Q Much of the subject nmatter of your testinony
in this docket has been the subject matter of other
W t nesses' testinonies, so I'mgoing to focus ny
Cross-exam nation on two issues.

One is your proposal to use a 50/50 demand
and t hroughput factor. You, in your direct
testinony, did not take a position one way or another
on any adjustnent to the demand and t hroughput
factor; correct?

A That's correct.

Q And it was in your rebuttal testinony that
you noted that the Division's wtness, M. Lubow, had
proposed a 50/50 wei ghting factor; correct?

A That's correct.

Q And it was in response to M. Lubow s
testinony adopting that 50/50 weighting that you
agreed with his reasoni ng and have adopted the 50/ 50;
right?

A That's correct.

Q Ckay. And as M. Lubow testified earlier,
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It's no longer his position; correct?
A Yes. | believe he's noved to 60/40 percent.

Q Ckay. Do you have a copy of your direct
t esti nony?

A Yes.

Q "Il ask you to turn to line 185 of your
direct, please.

A | have that.

Q | should note that we're going to switch
gears a little bit, noving away fromthe design to
t he demand t hroughput factor and to your
reconmendation to i npose peak demand costs on
I nterruptible custoners.

And | want to explore one aspect of your
testinony on that, which actually conmes in response
to the question that's posed at line 192. And you
state -- the question there is: "Wat is your
recommendati on regarding the allocation of costs to
I nterrupti bl e custoners?"

And you state that you -- ultimtely, that
you support inposing those peak costs to

interruptible custonmers. And |I'm focusing on the

| ast sentence here: "Changing this allocation factor

reduces the costs allocated to the GS cl ass by

approxi mat el y $54, 000. "
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Do you see that?

A Yes, | do.

Q Does that nunber not seemlow to you?

A Vell, | don't think so.

Q Ckay. | wll note that | wal ked through

M. Lubow s Exhibit 6.3, which, of course, uses sone
different inputs than yours does, where the change
fromthere -- fromthe Division's base case, or at
| east the base case that was identified in
M. Lubow s direct testinony, to this sanme allocation
| nposi ng peak day demand costs on interruptible
custoners resulted in sonething like a $2 mllion
reduction in cost to the GS cl ass.

Did you review those exhibits?

A | did not.

Q Ckay. And just to figure out where this
$54, 000 nunber comes from | think we get the answer
to that in the question and answer i medi ately before
it, which is where we started, at line 185. The
question is: "Has DEU provided the information
necessary to allocate costs to the interruptible
custoners consistent wth the Comm ssion's order in
t he 2007 docket"; right?

A That's correct.

Q Ckay. And you point to OCS data
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request 2.18; right?

A Yes, that's what |'ve used.

Q Ckay. And you provide the result of that
data request 2.18 in your -- excuse ne -- in your
Exhi bit OCS 4.2D; right?

A Yes. | believe that's a copy of the
response to a data request.

Q Right. It isthe -- it is. It's the -- the
information there is what was included in the
attachnment to the response, | think, to 2.18, if
menory serves.

A | believe that's correct.

Q Ckay. In response to OCS 2.18, do you
understand that that response was providing
i nformation that cal cul ates peak usage by the IS
class or by all interruptible custoners?

A Not sure | understand the distinction you're
trying to nake.

Q Sure. You understand that there is a class
of custoners that is the interruptible sales class,
the IS class; right?

A Correct.

Q And there are also interruptible custoners
i n other classes, specifically the TS class; right?

A That' s ny under st andi ng.
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Q Ckay. And do you understand -- well, |
guess maybe | shoul d back up.
| s your proposal to allocate peak demand
costs limted to the IS class, or is it for al
i nterruptible vol unes?
A Well, nmy proposal is to copy what the
Commi ssi on approved in the previous docket.
Q kay. Do you know -- and |'ve got OCS 2.18
here. It -- the attachnent provides the sane table
t hat you have on the -- your first page of 4.2D. The
response -- the witten response provides the actual
request in response. And maybe it would be useful to
hand that out, so |I'll do that now.
MR. RUSSELL: And this will be marked as
UAE Cross Exhibit 1.
(UAE Cross Exhibit 1 was marked for
I dentification.)
CHAI RMAN LEVAR: Did we get a copy to the
court reporter?
BY MR RUSSELL:
Q Ckay. |'ve handed you what's been marked as
UAE Cross Exhibit 1. And do you recognize this as
the witten response to OCS data request 2.18?
| guess | should clarify that

UAE Cross Exhibit 1 is two pages. The first page is
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the witten response to OCS data request 2.18. The
second page is actually -- was actually delivered as
a separate sheet docunent that was titled "Attachnent
oCs 2.18."

Do you recogni ze this docunent?

A Yes, | do.

Q Ckay. The request submtted by OCS sought a
revi sed design day allocation factor cal cul ation that
I ncl udes an allocation to interruptible custoner
cl asses consistent wwth the Comm ssion's order in the
2007 docket; right?

A Yes, it does.

Q Ckay. Did you review this informtion when
you received it?

A | believe |I did, yes.

Q Did you review it to determ ne whet her you
had received a -- an allocation to all custoner --
all interruptible custoner volunes or -- excuse ne --
yeah, all interruptible volunes or whether you
received an allocation to interruptible custoner
cl asses?

A Not sure | reviewed it exactly the way you
descri bed.

Q Ckay. |If you |l ook at the second page of
this exhibit, in the print down at the bottom of that
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table, the top line of that print says: "Peak day
responsibility based on contract demand, TS, and TBF
or calculated peak.”" And in the parenthesis is GS,
FS, NGV, and IS; right?

A Yes, that's what it says.

Q So what you received in the response to the
data request was information related to the peak
usage of the IS on -- or the usage of the IS class on
peak day but the contract denmand for TS on that day;
right?

A Vell, it doesn't distinguish between firm
or -- the contract demand is firmor not. That's
what this says, contract denand.

Q And contract demand is firmdenmand; right?

A Yes. Interruptible custoner may have sone
firmdemand in addition to interruptibl e demand.

Q Ckay.

(Reporter clarification.)

THE WTNESS: Interruptible custoner may
have firmdemand in addition to interruptible demand.
BY MR RUSSELL:

Q So the calculation that you identify in your
testinony to get to this $54, 000 nunber is based only
on an allocation of peak day costs to the IS cl ass;

right?
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A Vell, what it is intended to do is to
all ocate costs consistent wwth the Conm ssion's
ruling in the prior docket.
Q And do you know whet her the cal cul ati on that
you provi ded does that?
A | thought it did. |If it doesn't, then you
need to help ne see where it doesn't do that.
MR, RUSSELL: No further questions.
CHAI RVAN LEVAR  Thank you, M. Russell.
M. Mecham do you have any questions?
MR. MECHAM | have none. Thank you.
CHAl RVAN LEVAR: Okay. Major Kirk or
Captain Friedman?
MAJOR KIRK:  No questions.
CHAI RVAN LEVAR: kay. Ms. Cdark or
M. Sabin?
M5. CLARK: | do. | have a couple of

guesti ons.

CRCOSS- EXAM NATI ON
BY M5. CLARK
Q Good afternoon.
A Good afternoon.
Q M. Daniel, you indicate in your surrebuttal

testinony that DEU hasn't shown that a discount is
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necessary to preserve the NGV class and that
therefore it should not be approved; isn't that
correct?

A That is -- correct, yes.

Q Ckay. Whuld you agree, subject to check,
that in 2013, the tariff rate for the NGV class was
$5. 43 a dekat her n®?

A "1l accept that subject to check.

Q Subj ect to check?

And woul d you agree, again, subject to
check, that that tariff rate for the NGV class is
currently $6.58 a dekatherm which is approximately a
21.2 percent increase fromthat 2013 rate?

A | can accept that.

Q Wul d you al so agree, subject to check, that
vol unes from 2013 until now have decreased by

61. 63 percent?

A | don't know that, but I'Il accept --

Q Wul d you --

A -- that.

Q -- accept ny representation for purposes of
this -- of the questions?

A Yes.

Q Thanks.

And woul d you agree, again, subject to
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check, that your proposal would bring the tariff rate
to $12. 05 a dekatherm which is roughly a percentage
I ncrease of 83 percent above the current tariff rate
and nore than 100 percent over the 2013 rate?

A | believe M. Sunmmers nmade that cal cul ation
yes.

Q s it your position that an increase from
$6.58 to $12. 05 per dekathermw || not adversely
| npact the NGV cl ass?

A That's a significant increase.

Q You' ve al so acknow edged i n your testinony
that the Uah State Legislature has expressed support
for discounting the rate to this class. And | think
you even cited the Code, Section 54-4-13.1 of the
Ut ah Code; correct?

A Yes.

Q s it your position today that the
Comm ssi on should ignore the | egislative support and
the 100 -- roughly 100 percent increase that you
woul d recommend -- that your proposal would result
I n?

A That's not ny testinony. M testinony is
that in order to discount the rate, you have to show
that it's necessary, and | have not seen anything

t hat woul d i ndicate that.
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M5. CLARK: | don't have any further
guesti ons.

CHAl RMAN LEVAR:  Thank you.

M. Snarr, any redirect?

MR, SNARR: Yes.

REDI RECT EXAM NATI ON
BY MR SNARR

Q M. Daniel, with respect to the NGV-rel at ed
I ssues, isn't it true that your primary concern was
the use of appropriate allocators to establish the --
what woul d be, in essence, the full cost that should
be associated wth that class?

A Yes, it is. | think the costs should be
all ocated properly. And then if it's determ ned that
a discount is needed, then you |ook at that.

Q And so if the cost allocation -- if the
application of appropriate cost allocations were
consistent with your proposal, would suggest a $12.05
rate, you're also confortable with follow ng the
| egislative initiative to discount that rate to
what ever m ght be required or justified by further
analysis; is that correct?

A Yes. |If a discount's necessary, | have no

probl em
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MR. SNARR | have no further questions.
CHAl RMAN LEVAR: Thank you, M. Snarr.
Any recross based on those questions?
MS. CLARK: No.
CHAI RMVAN LEVAR. kay. Thank you,
M. Daniel -- oh, Comm ssioner O ark, do you have any

questions for M. Daniel?

CRCOSS- EXAM NATI ON
BY COWM SSI ONER CLARK:

Q Just relative to the di scount you were just
di scussing, if that's inposed, then the costs that
woul d ot herw se be recovered but for the discount
need to be allocated sonewhere; is that right?

They need to be recovered through the other
rates that the conpany...

A Yes. It's -- be simlar to the TBF di scount
that get -- well, |ost revenues get allocated back to
t he ot her cl asses.

Q Just one other question, and this really
Is -- relates to the -- what |I'Il call the technical
tariff changes that DEU Wtness | pson reviewed with
us this norning. And | ask only because as far as
|"'maware, the Ofice hasn't articul ated any position

with respect to any of those.
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And do you -- do you have a position or are
you aware of the Ofice's position? Can you help us
with that?

And |"mparticularly interested in one
tariff nodification. The existing | anguage says that
"Supplier non-gas cost allocation |levels wll be
established in general rate cases.” Period. And the

nodi fication would be "...and in other appropriate
pr oceedi ngs. "

And so I'mjust wondering if the Ofice has
a position on the addition of that |anguage in

particul ar?

A I --
Q | f you're aware.
A "' m not aware of that.
Q Ckay.
COW SSI ONER CLARK:  Thanks. That's all ny
guesti ons.
CHAl RVAN LEVAR:  Conmmi ssi oner Wite?
COMM SSI ONER WHI TE: | have no questi ons.
Thank you.

CHAl RMAN LEVAR: And | don't have anything
el se. Thank you for your testinony this afternoon.

THE W TNESS: Thank you

MR. SNARR Can M. Daniel be excused now?
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CHAl RMAN LEVAR: Let ne just ask if anyone

in the room has any objection to that?
(No response.)

CHAI RVAN LEVAR  And |'m not seeing any.

So thank for you for your testinony, and
safe travels.

THE W TNESS: Thanks.

CHAI RVAN LEVAR  Anyt hing further,
M. Snarr?

MR. SNARR No. Nothing further.

CHAI RVAN LEVAR Okay. Then we will go to
M. Russell.

MR, RUSSELL: On behalf of UAE, | cal
Kevin Hi ggins to the stand.

CHAI RVAN LEVAR:  Good aft ernoon,
M. Hggins. | hope our stream ng interruption
didn't cause you too nuch trouble this norning.

Do you swear to tell the truth?

THE WTNESS: | do.

CHAI RVAN LEVAR:  Thanks.

DI RECT EXAM NATI ON
BY MR RUSSELL:
Q Good afternoon, M. H ggins. Could you

pl ease state your nane and identify yourself for the
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record, please?

A My nane is Kevin C Hggins. | ama
consultant in the firmof Energy Strategies, and |'m
here on behal f of UAE.

Q And you submtted prefiled testinony in this
docket; correct?

A Yes. | did.

Q Specifically, you submtted direct testinony
i dentified as UAE Exhibit 2.0, along with associ ated
Exhibits 2.1 through 2.4; rebuttal testinmony in the
formof UAE Exhibit 2.0R, along wth Exhibits 2. 1R
and 2. 2R, as well as surrebuttal testinony identified
as UAE Exhibit 2.0S; correct?

A Yes.

Q And if | -- do you adopt that -- the
testinony included in that prefiled testinony as your
testi nony today?

A Yes.

Q | f | asked you the sanme questions today,

woul d you give the sane answers?

A. Yes.
MR RUSSELL: | will nove for the admn ssion
of those identified exhibits or -- excuse ne --

identified testinony and associ ated exhi bits.

CHAI RMAN LEVAR: I f anyone objects to that
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notion, please indicate to ne.
(No response.)

CHAl RMAN LEVAR: |'m not seeing any, so the

notion is granted.
(UAE Exhibits 2.0 - 2.4, 2.0R - 2.2R,
and 2.0S were admtted.)
BY MR RUSSELL:
Q M. Higgins, you -- have you prepared a
summary of that testinony?
A Yes, | have.
Q Pl ease proceed.
A Thank you.

Good afternoon. My Phase Il testinony
primarily addresses cost allocation, rate spread, and
transportation service rate design. 1'Il begin with
cost allocation.

There are two key threshold questions before
t he Conm ssion regarding cost allocation, and they
both pertain to allocation factor 230. Allocation
factor 230 is used to allocate the feeder system
conpressor station, and neasuring and regul ating
station costs. These itens conprise approxi mately
40 percent of distribution gross plant.

There are two basi c conponents or

classifications that are apportioned to classes using
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all ocation factor 230: Peak demand and t hroughput.
The first key question is whether peak demand shoul d
be neasured based on design day or based on the peak
date that occurred during the test period.

In nmy experience, Domnion and its
predecessor, Questar Gas, has consistently maintained
that the proper neasure of peak demand is design day
demand. And that is absolutely correct, in ny
opi nion. The design day deliverability is what the
systemwas built for. |If in the mgjority of years it
IS not necessary to use the full delivery capability
of the system that does not change the fact that
that capability is standing by and ready to be used
by the weather-sensitive classes if they need it.

TS custoners do not have a free option on
firmservice. They nust contract and pay for firm
service through a demand charge, whether they fully
utilize all of their firmservice or not. In
contrast, GS custoners are not required to comm t
contractually to a specific anount of firm demand.
They pay for what they use. But rather the custoners
in this weather-sensitive class can call upon the
full deliverability of the systemthat was
constructed to serve themduring the extrenely cold

t enperatures of the design day.
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Sone parties in this case choose to ignore
this fundanental fact. Instead, they recommend
al l ocating peak day costs based on usage | evel s ot her
than the design day. In ny view, that is sinply an
attenpt to shift responsibilities for the cost of a
system constructed to neet design day demand away
fromthe tenperature-sensitive GS class for whom
design day deliverability was built and onto
transportation and interruptible service custoners.
Thi s proposed cost shift is wthout nerit and shoul d
be rejected by the Conmm ssion.

The second key question is what respective
wei ghti ngs should be applied to peak denmand and
t hr oughput when using allocation factor 230. Coni ng
into this case, Dom nion advocated for a weighting of
60 percent on peak denmand and 40 percent on
t hroughput. This weighting is arbitrary. As UAE has
pointed out in this case and the previous rate case,
an allocation factor that blends peak demand and
t hroughput is a clear exanple of the average and peak
met hod.

The average and peak nethod does not use an
arbitrary weighting for the volunetric conponent. It
uses systemload factor for the weighting. This

corresponds to the anount of the systemthat would be
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utilized if all custoners consuned gas at a

100 percent |oad factor. As such, it is a proxy for
base usage. The Dom nion |oad factor is 32 percent,
and that is what UAE is recommendi ng be used for the
vol unetric weighting systemload factor just as
prescribed in the NARUC cost allocation nmanual .

And | will note that ANGC w t nessed
M. diver, with whom| have never comruni cated pri or
to the follow ng of our respective testinony in this
case, independently reached the very sanme concl usion
| have regarding the appropriate wei ghting of demand
and throughput, 68 to 32. And to its credit,

Dom nion has since revised its position and concurs
with using this nationally recogni zed standard.

In contrast, the Division initially proposed
that instead of the arbitrary 60/40 weighting first
proposed by Dom nion, an equally arbitrary 50/50
wei ghting should be adopted. This has the effect of
punitively shifting even nore cost to the TS cl ass,
notw t hstandi ng the 45 and a half percent increase
al ready proposed by Dom nion for the TS class in this
case. The Division has since pulled back to a 60/40
recommendation. But the Ofice, which inplicitly
started out at 60/40, later gravitated to 50/50

follow ng the Division.
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On the other hand, M. Qdiver and | have not
changed our recommended wei ghti ngs during the course
of this case. This is not a coincidence, as our
recommended wei ghtings are not based on subjective
j udgnent .

An inportant related issue is the
sub- question of whether interruptible custoners
shoul d be assigned peak day costs. The answer is no.
Assi gni ng peak day costs to interruptible custoners
is as illogical as it is inequitable. First of all,
the systemis not built to serve interruptible
custoners during design day weather. As Dom nion has
made clear in its testinony in this case,
interruptible custoners would be interrupted on a
desi gn day.

Second, the fundanental rationale for using
a volunetric weighting in the averagi ng peak net hod
in the first place is that the volunetric conponent
already allocates a fair share of fixed costs to
interruptible custoners. And I'mreferring here not
just to interruptible sales custoners, but
interruptible transportation custoners as wel |.

After allocating fixed systemcost to interruptible
custonmers through the volunetric conponent, it is a

m sapplication of the nmethod to then turn around and
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additionally allocate peak day costs to those
custoners.

Third, allocating peak day costs to
Interruptible custoners effectively elimnates any
difference in the costs being allocated to firm
service as distinct frominterruptible service. And
if we no longer differentiate between firm and
interruptible service in cost allocation and the
resultant pricing inplications are adopted, why would
any custoner agree to take interruptible service
goi ng forward?

And if custoners were no longer willing to
take interruptible service because it no | onger nmade
any econoni c sense, the Conm ssion and the conpany
woul d have to contend with how big a system Dom ni on
woul d need to construct to ensure firmservice on the
design day. | don't know the answer to this
guestion, but I'"'mconfident it is a nuch bigger
system than the one we have today.

Let me turn nowto rate spread and TS rate
design. | am proposing to phase in the ful
cost-based increase to the TS class and the target
I ncrease to the transportation bypass firmclass in
t hree annual steps. Mdst, if not all, of the parties

have responded favorably to this general idea of a
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three-step phase-in with respect to transportation
servi ce.

In nmy proposal, the Step 1 increase would be
25 percent of the total TS increase in order to
provide sone tinme to address rate design issues
within that class in Steps 2 and 3. To that end, |
reconmend that the TS rate design for Steps 2 and 3
of my proposed phase-in period remain subject to
further analysis, either through an extension of this
docket or other neans, that would allow for further
exam nation of the relationship between TS denmand and
volunetric charges as well as anong the volunetric
bl ocks in setting the Step 2 and Step 3 rate designs.

However, if the Comm ssion prefers to
determ ne that Steps 2 and 3 TS rate design in its
final order wi thout deferring that decision by
extendi ng this docket or by opening a new one, then
recommend that the Conmm ssion approve the TS rate
desi gn approach | presented in UAE Exhibits 2.3, 2.4,
and 2. 2R attached to ny Phase Il direct and rebuttal
t esti noni es.

As shown in these exhibits which apply to
different total revenue requirenents, | recommend an
equal percentage increase to each TS volunetric rate

in each step. | also recomend that the firm demand

Advanced Reporting Solutions
801-746-5080



© 00 N oo 0o b~ W DN PP

N NN N NN R P R R R R R B R R
g DN W N P O © © N O O M W N B O

Evidentiary Hearing Day 1
January 15, 2020 Page 235

charge be increased by an equal anount per dekatherm
a firmcontract demand in each of the three steps.
Finally, | do not believe it is necessary to
split the TS class into small and | arge custoner
groups at this tinme. Over the years, |'ve seen
conflicting analysis regarding the cost rel ationshi ps
between snmall and large TS custoners. Consequently,
| recomrend maintaining a single TS class in this
case so as to mnimze the disruption of TS custoners
while further analysis is conducted.
And that concludes ny sumary.
Q Thank you, M. Higgins.
MR, RUSSELL: M. Hggins is avail able for
cross-exam nati on and Comm ssi on questi oni ng.
CHAIRVAN LEVAR:  And | think I'lIl start with
M. Mecham
Do you have any questions for M. Higgins?
MR. MECHAM Yes, thank you. 1|'ve got a

f ew.

CROSS- EXAM NATI ON
BY MR MECHAM
Q Hel | o, M. Hi ggins.
A H, M. Mecham

Q I n your surrebuttal, around lines 41 to 45,
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you say that -- well, you just noted that you don't
want to split the TS class at this tine, and you say
there are di scordant anal yses defining the cost
rel ati onshi ps between the smaller and | arge custoners
in the TS cl ass.
Did | characterize that correctly?
A Yes, you did.

Q Are you referring to the evidence in this

case?
A |"mreferring, to a certain extent, at
evidence in this case. I'mstarting with -- and

certainly there's been discussed, at sone length, in
this case the data responses prepared by the conpany
t hat show, according to the conpany's cost of service
anal ysis, that the rates of return for snmaller
custoners were greater than for |larger custoners. So
that's one piece of evidence that has been di scussed.
You know, in addition to that, in the
conpany's direct case, you know, the conpany raised

concerns about cost inplications of smaller

custoners. And over the years, |'ve seen analysis
prepared by the conpany that -- and it has been
referred to as cost curve analysis -- that shows the

declining cost to serve custoners as they grow

| ar ger .
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And so to nme, fromny perspective, | think
It would be useful and inportant to try to understand
the rel ationship between the cost of service results
t hat the conmpany prepared in response to di scovery
and its prior analysis that shows significantly
declining cost to serve transportation custoners as
t hey get | arger.

Q Okay. Thank you.

You agree that in this case, at least in the
initial filing, the conpany didn't split the class or
provi de any cost of service analysis wth respect to
the TS class in a divided way?

A Yes.

Q And so in response, actually, to your data
request, they canme back using their nodel. And it
showed, as you've already indicated, that the small
custoners were providing a 9.11 percent return; is

that correct?

A Yes.
Q | s there anything -- has anyone other than
M. diver -- excuse ne -- provided cost of service

anal yses with respect to that division?
| mean, is that the only thing on the record
in this case?

A | would say that | suppose it depends on how
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one -- where one draws the line in the record. |
mean, the conpany has provided di scovery to the
O fice of Consuner Services that shows it's declining
cost curves for custoners as they are -- get |arger.
So | don't know that anyone's introduced that
di scovery response into the record, per se, but it's
certainly been subject matter that's been addressed
as part of the proceeding, at |east through
di scovery.

Q And you may have heard, when you were

listening, that M. Sumrers indicated that the

narrative that he provided in his direct -- and
actually, well before that -- has changed, that
it's -- at |east based on the information in this
case, it -- the narrative was w ong.

Did you hear that?

A | did.

Q Ckay. And again, in your surrebuttal, on
lines 146 to 148, you tal k about inconsistent
information. |Is that really the sanme sort of thing
you' re tal king about, that the conpany's providing
I nconsi stent information and you think, therefore,
iIt's prenmature to nove?

A Yes.

Q And | know |'m getting specific here, but
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W th respect to the evidence that we've seen in this
case -- and I'mreally referring to M. diver's
exhibits that go to -- really to your data
request 201, there really isn't anything el se that
we're -- that |'maware of that shows how t hose cost
rel ationshi ps are between the small and the | arge
custoner; correct?

A Vell, I"'mreferring to it right here in this
surrebuttal that you're discussing with ne.

Q And what do you nean?

A In this surrebuttal, I"'mreferring to the
Dom nion TS cost curve analysis, which indicates a
significant decline in the cost per dekathermfor TS

customers as custoner size increases.

Q "' mnot aware that that's on the record.

A That statenent's on the record.

Q Ckay. | agree with that. [It's in your
surrebuttal. But as far as the backup data, |'m not

aware that that's there.

A | did not submt the data response itself as
part of ny testinmony. WlIlI, actually, hang on a
m nut e.
It actually is. WlIl, no. [|I'mjust --
actually, | just footnote toit. So I don't actually

have the data response in ny testinony.
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Q And in that sanme response to your data
request 201, it shows pretty significant
under performance for the | arger custoners above

35, 000 dekat herns, does it not?

A Yes.
Q . 75 percent; correct?
A Correct.

Q Did you hear M. Sunmers testify in -- or
did you read in his rebuttal, actually, that he
didn't use cost curves for TS custoners in this case?

A Yes.

Q Ckay. And woul d you agree that Dom nion's
cost curves do not address variations in custoner
| oad factors?

A | agree.

Q Ckay. And then I'mturning back to your
surrebuttal, lines 41 to 45. You suggest that a
single TS class should be naintained to mnimze the
di sruption to TS custoners.

What do you nean by that?

A What | nean by that is that | am not
prepared to recommend to the Comm ssion that the
entirety of any rate increase to the TS class shoul d
be just assigned to |arger custonmers, as M. diver

has recommended. And | -- again, we've tal ked about
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why | believe that is. The -- you know, it's not an
appropriate recommendation, at least at this tine.

And so, you know, what |'m reconmendi ng,
essentially maintaining the class and providing a
proportionate increase to the demand in volunetric
charges in ny initial step. And then, you know, |'ve
al so recommended keepi ng the docket open to further
explore the way in which the revenue requirenent
shoul d be proportioned in Steps 2 and 3. Yet at the
sane tinme, if the Comm ssion does not want to keep
t he docket open, then | have a default approach that
IS proportionate throughout the class.

And, you know, part of that is the fact that
reaching full cost, whether it's at UAE s recomended
revenue requirenent or at -- you know, even at the --
you know, the cost allocation that |I'mrecomendi ng,
It's still going to be a substantial rate inpact on
TS custoners. And |I'mrecommending to the Conm ssion
that they not do anything to exacerbate that rate
| npact by making it worse for sonme sectors of the
cl ass than for others.

Q | appreciate that.

Now, given the evidence in this case, if we

do nothing, there's no splitting of the class and a

noratoriumis inposed. Doesn't that |eave the small
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custoners produci ng above the average systemreturn
and the | arge custoners produci ng under, and
therefore there's a subsidy in the class fromthe
smaller to the larger?

| s that a correct assessnent?

A That is potentially the case. However, at
the sane tine, the data response that you're
referring to was perfornmed at current rates, which
have current adm nistrative costs, you know, enbedded
in the analysis. And the conpany, as you know, has
proposed to significantly reduce those admnistrative
costs, which |I support, and which provides,
proportionately, a smaller percentage increase on
smal | er custoners, all things being equal, because
the adm n cost is a larger charge -- a portion of
their bill.

So there will be sone mtigation for the
smal l er custoners just as a result of reducing the
adm n fee as proposed by the conpany. \Wet her
there's a continuing subsidy beyond that really, |
bel i eve, should be, you know, part of the subject of
future anal ysis.

Again, | haven't seen a mapping that
reasonably connects the conpany's cost of service

analysis to the declining usage per customer cost
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curves that the conpany has developed, and | think it
woul d be useful to have sone tine to explore and
under stand t hat.

Q But in that tine, there are a | ot of
custoners that won't be able to nove to the TS cl ass
if this noratoriumis inposed?

A Potentially. And let nme -- | -- you know, |
think I was probably the first person in this case to
use the term"noratorium" and maybe | can clarify
that a little bit.

| use -- | suggested a noratoriumas an
alternative to a prohibition because | understood the
conpany's original proposal was sinply to prohibit
custoners with I ess than 35,000 dekat herm usage from
noving, in the future, to the TS class. | suggested
a noratoriumwhich, by the way, | don't believe would
| ast three years, but would be two years under ny
proposal , because | proposed that it would go away
when the TS class was at full cost rates.

VWi ch, even though it's three steps, would
actually occur in two years because the -- you know,
there would be an imedi ate first step, followed by a
second step and a third step, and that actually takes
pl ace over two years starting from March 1st of 2020.

So -- but ny notion of the noratorium was
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really for the Conmm ssion's consideration, because |
feel that the nore inportant issue in the |arger
schene of things is to adopt a three-year phase-in of
noving to full cost. And to the extent that the
Conmm ssion woul d be concerned that a three-year
phase-in woul d cause custoners to mgrate who

ot herwi se would not mgrate at full cost, then I
suggested that a noratorium m ght be appropriate in
conbi nation with a three-year phase-in.

You know, if the Conmmi ssion's not concerned
about that, then | -- you know, | personally would
see that the noratoriumwould not be necessary. But
It was really to defend the notion of having a
t hree-year phase-in and address any concerns the
Comm ssion m ght have about allowing mgration to the
class during that three-year phase-in which, as |
said, would -- | don't believe would be a two-year --
a three-year noratorium but rather a two-year
noratori um

Q The assunption is that the rates are going
to go up even for the small custoners, small TS
custoners; correct?

A The bl ock rates would go up; the admn
charge woul d cone down.

Q Correct. But that novenent in rates could
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di ssuade people from nmaki ng the nove, even w thout a
nmor at ori un?

A Potential ly.

Q But a noratoriumis going to shut down what
little conpetition we have inthis -- wth this
utility conpletely for however | ong the noratorium
| asts; isn't that correct?

A Vell, | don't know that it shuts down
conpetition. | would agree that it would renove a --
or blunt a conpetitive incentive for custoners who
have not elected to nove to -- you know, to the TS
class up to this date. Certainly, for custoners who
al ready el ected that option, they would still, of
course, be participating in the conpetitive market.

But | would agree that it would certainly
| npede custoners who are currently GS custoners and
woul d desire to -- you know, to mgrate to TS in the
next couple of years. | would agree it would be an
| npedi ment to that.
MR MECHAM That's all | have. Thank you.
THE WTNESS:. Thank you
CHAl RVAN LEVAR:  Major Kirk or
Captain Friednan, do you have any questions for
M. Higgins?
MAJOR KIRK: Just a couple quick questions.

Advanced Reporting Solutions
801-746-5080




© 00 N oo 0o b~ W DN PP

N NN N NN R P R R R R R B R R
g DN W N P O © © N O O M W N B O

Evidentiary Hearing Day 1
January 15, 2020 Page 246

CROSS- EXAM NATI ON
BY MAJOR Kl RK:
Q Sir, would you agree that demand or capacity
costs don't vary with throughput or angl e usage?
A Yes.
Q And al t hough the peak and average
nmet hodol ogy is recogni zed in the NARUC nanual, woul d
you agree that the NARUC manual doesn't advocate for
Its use?
A Correct.
MAJOR KIRK: That's all. Thanks.
CHAl RVAN LEVAR:  Thank you.
M. Snarr, do you have any questions for
M. Higgins?
MR. SNARR: No questi ons.
CHAl RVAN LEVAR:  Thank you.
M. Jetter?
MR. JETTER: | have no questions. Thank
you.
CHAl RMVAN LEVAR:  Okay. Ms. Cark or
M. Sabin?
MR. SABIN. No questions. Thank you.
CHAI RVAN LEVAR. kay. Any redirect?

(No response.)
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CHAl RVAN LEVAR:  No?

Comm ssi oner Wihite, any questions?

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

CHAI RMAN LEVAR:  Conmmi ssi oner C ark?

COW SSI ONER CLARK: No questions. Thank
you very nuch.

CHAI RMAN LEVAR: | don't have any questions
either. Thank you for your testinony this afternoon.

THE W TNESS: Thank you

CHAI RVAN LEVART M. Russell, is M. Swenson
here, or should we nove on to --

MR, RUSSELL: M. Swenson is here. | would
like a very brief nonent to talk to him before we put
himon the stand. | don't knowif it's time for a
break or if you wanted to go through to the end of
t he day.

CHAl RVAN LEVAR: Wl |, yeah, why don't | go
ahead and ask the parties about that. And we could
go off the record for this, although it doesn't hurt
to stay on, | suppose.

You know, we have a public wtness hearing
at 6:00. So we could take a brief break and go till
about 5:30, if there is no objection. On the other

hand, if we're going to be back tonorrow anyway, if
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parties prefer to wap up and have a little bit
| onger day tonorrow, | think fromour end there's
no -- there's no preference either way.

And if there's no preference from anyone
else, | think we will just plan to go till about
5: 30, unless anyone indicates that that's -- that
t hey object to doing that.

(No response.)

CHAI RMVAN LEVAR:  And |'m not seeing any
objections. So why don't we take about 15 m nutes
right now, and then we'll plan to go until about 5:30
and then break for about a half an hour before the
public w tness hearing.

(A brief recess was taken.)

CHAI RVAN LEVAR Okay. W can go back on
the record. And at this point, we'll go back to
M. Russell for US Magnesiunm s w tness.

MR. RUSSELL: Thank you. On behal f of
US Magnesium | call Roger Swenson.

CHAI RVAN LEVAR:  Good afternoon,

M. Swenson. Do you swear to tell the truth?

THE WTNESS: Yes, | do.

CHAl RMVAN LEVAR:  Thank you.

I11

Advanced Reporting Solutions
801-746-5080



© 00 N oo 0o b~ W DN PP

N NN N NN R P R R R R R B R R
g DN W N P O © © N O O M W N B O

Evidentiary Hearing Day 1
January 15, 2020 Page 249

DI RECT EXAM NATI ON
BY MR RUSSELL:

Q Good afternoon, M. Swenson. Could you
state your nane and identify yourself for the record,
pl ease?

A. My nane i s Roger Swenson. |'m an energy
consul tant that works for US Magnesi um t hrough ny
firm E-Quant Consulting.

Q And on behal f of US Magnesium you submtted
prefiled testinony in this proceeding; correct?

A Yes, | did.

Q And specifically, you submtted direct
testinony that's been | abel ed as US Magnesi um
Exhibit 1.0, along with an Exhibit 1.1 that was
attached thereto, as well as surrebuttal testinony
that's been submtted and marked as Exhibit 1.0S;
right?

A Yes.

Q And do you adopt that prefiled testinony as
your testinony in this proceedi ng?

A Yes, | do.

Q And if asked the sane questions, would you
respond the sanme way today?

A Yes, | woul d.

MR. RUSSELL: Okay. And at this point, |
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wi Il nove for the adm ssion of that referenced
t esti nony.
CHAl RMAN LEVAR:. Gkay. |f anyone objects to
that, please indicate to ne.
(No response.)
CHAI RMAN LEVAR:  And |I' m not seeing any
obj ections, so the notion is granted.
(US Magnesi um Exhibits 1.0, 1.1, and
1.0S were admtted.)
BY MR RUSSELL:
Q M. Swenson, have you prepared a summary of

your prefiled testinony?

A Yes, | have.
Q Pl ease proceed.
A The changes in gas transportation rates, as

proposed, were very nmuch a surprise to ne. And
that's not a good thing. M role with US Magnesi um
Is to keep them from being surprised by energy cost
changes.

Energy costs represent a very |arge part of
t he cost of producing US Mag's product. US Magnesi um
contracts to sell its production out into the future
years at a tinme. Wen we're surprised by a potenti al
price increase of over $1 nmillion a year to

US Magnesium the effects can be devastating to a
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conpany that cannot sinply pass costs al ong.
US Magnesiumis not in a position to absorb that kind
of a cost increase.

For the rates to be so nuch different than
what the conpany had been suggesti ng as needed change
just a few years ago suggests a very different
phi | osophy concerni ng devel opi ng rates based on costs
that are caused by specific custonmers' usage on this
system

The rates now, as proposed, seemto be
nmoving toward | ess of a direct cost causality, from
the size of a pipe needed to serve a peak need to how
much vol unme a custoner uses. The volune of use is
not the cost causality driver. The size and the cost
of pipe in the ground is the cost causality driver.

Shifting to cost allocation based on higher
costs to throughput acts as a neans to transfer costs
fromhigh | oad factor custoners to | ow | oad factor
custoners. |If that's the intent of these changes
driving rates higher, it would have been good to have
the basis called out clearly. O course, there's
been called out in testinony by others in this case,
custoner groups wth various |oad profiles all want
the |l owest cost to fall to their shoulders. | wll

not suggest that US Magnesiumis any different. But
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I f the philosophy to not base costs on direct cause
and nove towards custoner subsidization, it is
sonet hi ng that we need to understand. And again, so
that we're not surprised as we nove further on this
pat h.

As | said in ny surrebuttal testinony,
US Mag and all custoners need to take into account
the pricing signal that has been provided in this
case. US Mag will take the price signal fromthe
cost increase derived in this case with the cost
al l ocation nethods, and we'll respond to those
signals, as | expect nmany other |arge transport
custonmers will have to do.

| expect reduction in the firmcontract
guantity to reduce costs. W just ask for tine to
make these adjustnents to rates to be in effect with
the two-year transition, as proposed by M. Higgins,
until the final highest rate would be inposed. This
will give US Mag tine to change its operation back to
high levels of alternative fuels to drop the firm
transport |evels to much | ower |evels.

W would also like to see a proceeding to
I nvestigate the changes in cost allocations and a
proceeding to determ ne pass forward for rates. And

fromthat, devel op pass forward for custoners to take
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away clear price signals fromthose rates. The nost
I nportant thing I want to get across to the

Comm ssion, fromUS Mag's perspective, is that

W t hout access to a conpetitive market for gas

suppl i es, US Magnesi um woul d not be econom cally
viable. W appreciate having that access.

The other thing that | see as sonewhat
surprising in this case is about restricting access
to | ower cost conpetitive narkets to serve the
custoners. \Wile it doesn't affect US Magnesium
It's something that we need to be -- if it's
sonet hi ng we need to be wary of, | need to be
under standi ng that and taking that nessage to
US Magnesium if there's some sort of prohibition
that [urks somewhere in the subtext sonewhere.

That's it.

Q Thank you.

MR. RUSSELL: M. Swenson is available for
cross-exam nati on and Comm ssi on questions.

CHAI RVAN LEVAR kay. Thank you.

M. Snarr, do you have any questions for
M. Swenson?

MR. SNARR. No. W have no questions.

CHAI RVAN LEVAR  Thank you.

M. Jetter?
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MR. JETTER. | have no questi ons.

CHAl RVAN LEVAR:  Thank you.

Maj or Kirk or Captain Friedman?

CAPTAI N FRI EDVMAN:  No, sir, no questions.
CHAl RVAN LEVAR: M. Mechan?

MR. MECHAM Maybe a coupl e.

CROSS- EXAM NATI ON
BY MR MECHAM
Q M. Swenson, do you --
CHAI RVAN LEVAR:  And your m crophone's not
pi cki ng you up.
MR MECHAM It's on. It's -- I'"mjust too
far away, apparently.

BY MR MECHAM

Q Do you have M. Qdiver's testinony in front
of you?

A | do not.

Q Ckay. Well, let me see if | can do it
wi t hout that, and we'll see how this goes. If it
doesn't go well, we'll take another -- take up

anot her topic.
In your surrebuttal, on lines 28 and 29 on
page 2, you are rebutting M. diver's testinony.

And you say that: "M. diver suggests in his
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rebuttal testinony that the rates, as provided, are
devoid of price signals.”
|'s that a correct statenent?

A That's what | took fromhis testinony.

Q Ckay. Well, let ne read what it says, and
then we'll go fromthere. It says -- and this is on
lines 238 to 241 in his rebuttal where it says:
“"Whil e correct price signals may be an appropriate
rate design consideration, the record of this
proceedi ng | acks any evi dence regardi ng what price
si gnal should be conveyed to custoners.”

If It says that, that's not exactly how you
represented it, is it?

A Wll, I -- | don't want to put words in
M. diver's nmouth. Wen | read it, | got the
inplication that there was a void of price signals
being sent. And as you can tell, | respond to that
void of price signals in a way that | hope cones
across. Because we got the signal. So I'm not
arguing that if he -- if he was saying that there are
price signals.

Q Ckay. No, no. W understand your testinony
that you are taking price signals where, perhaps, the
conpany thinks you shouldn't be. But when rates go

up, no matter what it is, it's going to have this
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effect. Anyway, let nme sinplify.
| know that you -- | suspect that you | ooked
at your own answer to USM 2. 01; correct?

A Yes.

Q And it showed that the -- and you had asked
for a -- an analysis of the returns for custoners who
t ake nore than 800, 000 dekat herns and those who take
f ewer than 800,000 dekatherns; is that correct?

A Yes.

Q And the result was that those custoners who
wer e taking over 800,000 produced a negative return
of 2.54.

| s that your recollection?

A | don't renenber the number exactly, but
there was -- it was a surprising result to ne, based
on what |1'd been given as earlier data about what
rate increases were going to cone to |arge custoners.

Q Ckay. So |'m | ooking at ANGC Exhibit 2.02R
where M. diver conpared the various requests of the
Division, UAE, USM And |I'mjust referring nowto
your request, which, subject to check, it produces a
negative 2.54 percent for those taking nore than
800, 000 dekat her ns.

A Subj ect to check.

Q Ckay. And | note -- well, you nay have
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heard -- and |'m not sure what point you entered, but
UAE's 2.01 shows that those taking fewer than 35, 000
dekat hernms produce a return of 9.11 percent.

Does that sound famliar to you?

A | think | heard M. Hi ggins say sonething
about that, but | don't know.
Q Ckay.

MR MECHAM | think I'll leave it at that.

CHAI RVAN LEVAR  kay. Thank you,
M. Mecham

Ms. Clark or M. Sabin, any --

MR. SABIN: No questions. Thank you.

CHAI RVAN LEVAR:  No questi ons.

Ckay. Any redirect, M. Russell?

MR. RUSSELL: No, thank you.

CHAl RVAN LEVAR. kay. Conm ssioner C ark,
any questions?

COW SSI ONER CLARK: No questions. Thank
you.

CHAI RVAN LEVAR:  Comm ssi oner Wi te?

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

CHAl RMAN LEVAR:  And | don't have any
either. Thank you for your testinony this afternoon.

THE W TNESS: Thank you very nuch.
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CHAl RMAN LEVAR: Okay. | think we will go

to -- you don't have anything else, M. Russell, do

you?
MR, RUSSELL: | do not. Thank you.

CHAI RVAN LEVAR:  We will go, then, next to
t he Federal Executive Agencies for your wtness.

MAJOR KIRK: M. -- FEA calls
M. Brian Collins to be sworn in and testify.

CHAI RMAN LEVAR: M. Collins, do you swear
to tell the truth?

THE WTNESS: | do.

CHAl RMAN LEVAR:  Thank you.

DI RECT EXAM NATI ON
BY MAJOR Kl RK:
Q Good norning. M. Collins, would you pl ease
state your nane and occupation?
A Brian C. Collins. | ama principal wth
Brubaker & Associ ates, |ncorporated.
Q And you were hired by the Federal Executive

Agencies to provide testinony in this case; is that

true?

A That's correct.

Q Have you had a chance to review the filings
of the other parties regarding the Phase Il portion

Advanced Reporting Solutions
801-746-5080




© 00 N oo 0o b~ W DN PP

N NN N NN R P R R R R R B R R
g DN W N P O © © N O O M W N B O

Evidentiary Hearing Day 1
January 15, 2020 Page 259

of this hearing?
A | have.
Q And have you created and caused to be filed
two different testinonies in this case? First, a
direct testinony | abeled FEA Exhibit 2.0 and
Appendi x A, and al so your surrebuttal testinony
| abel ed FEA Exhi bit 4.07?
A Yes.
Q Do you have any changes or corrections to
those prefiled testinonies?
A | do not.
Q And if you were asked the sane questions
t oday, would your answers be the sane?
A Yes.
MAJOR KIRK:  FEA noves to enter into the
record FEA Exhibit 2.0 and Appendi x A and FEA
Exhi bit 4.0.
CHAl RMAN LEVAR: I f anyone objects to the
noti on, please indicate to ne.
(No response.)
CHAI RMVAN LEVAR:  And |'m not seeing any
obj ections, so it's granted.
(FEA Exhibits 2.0, Appendix A and 4.0
were admtted.)

MAJOR KI RK:  Thank you.
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BY MAJOR Kl RK:

Q M. Collins, have you prepared a summary of
your testinony?

A | have.

Q Thank you. Please present that.

A Thank you.

Good afternoon, Conm ssioners. A summary of
ny direct and surrebuttal testinonies is as foll ows:

After the utility's overall cost of service
or revenue requirenent is determned, a class cost of
course service study is used to allocate a total cost
of service anong the utility's custoner cl asses.

To the extent possible, a utility's rates
for its classes should be based on each class's
respective cost of service. However, in the
I nstances where a full novenment to cost of service
woul d cause rate shock for a particular class or
cl asses, gradualismcan be used to mtigate the
| npacts on custoner cl asses.

The conpany's class cost of service study
used to allocate costs to custoner classes does not
best reflect class cost service because of its
reliance on annual usage or commpdity volunes to
partially allocate the cost of distribution mains to

its classes. Specifically, the cost associated with
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| ar ge-di aneter internedi ate hi gher-pressure nains are
al |l ocated on throughput by the conpany, and the costs
associ ated with high-pressure feeder nains are

al l ocated using the peak and average nethod by the
conpany, along with the costs associated wth

regul ators, conpressors, and rel ated equi pnent.

In the nethod that | referred to that they
used for the feeder mains is conmonly referred to as
t he peak and average nethod. And in this case, the
conpany has wei ghted the peak or design day conponent
of that conposite allocator by 60 percent, originally
inits filed case, and 40 percent on throughput. And
| think those nunbers have now been changed and are
using the system | oad factor.

As a result, | recomend ny proposed cl ass
of cost of service study be used as a guide for the
conpany's cost revenue allocation. Under ny proposed
cl ass revenue allocation guided by ny class cost of
service study, TS class would receive an increase of
approximately 4.17 percent, much closer to the system
aver age i ncrease.

In ny testinony, | discussed how costs are
I ncurred by the conpany with respect to capacity.
Capacity costs do not vary with annual usage. Wen a

gas distribution utility is considering whether to
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engage in a particular expansion of its distribution
mai Nns capacity, it nmust first determ ne the proper
si ze and cost of the expansion.

| n making this determ nation, the key
consideration is the custoner classes' expected usage
of the mains on the system peak design day. The
expect ed usage on the system peak day dictates the
need for expansion as well as the proper size of the
expanded mains, which, in turn, dictates the total
cost of the project.

The cost of the expansion is a function of
the antici pated peak day usage, and that cost is the
sane regardl ess of when custoners are expected to use
gas. For exanple, the cost is the sane regardl ess of
whet her custoners are expected to use gas throughout
the year or during only a part of the year; for
exanple, the w nter nonths.

It is inportant that a class cost of service
study reflect class cost causation. A study does
this by allocating costs in a way that reflects how
the systemis designed. Annual usage is not a design
criterion for a typical gas utility. Annual usage or
commodity throughput is certainly a factor that
shoul d be and is considered in identifying the

vari abl e costs of operating the gas system

Advanced Reporting Solutions
801-746-5080



© 00 N oo 0o b~ W DN PP

N NN N NN R P R R R R R B R R
g DN W N P O © © N O O M W N B O

Evidentiary Hearing Day 1
January 15, 2020 Page 263

However, annual usage does not determ ne the
anount of system peak capacity that is necessary to
provide firmor non-interruptible service to every
custonmer every day of the year. Rather, the actual
physi cal size of the nmains, the regulators, the
conpressors, and other related equi pnent is based on
custoners' contributions to the system desi gn day
demand.

The systeni s capacity nust be sized for
desi gn day demands so that all custonmers can utilize
that systenmls capacity to receive a firm
uni nterrupted supply of gas every day of the year,

I ncluding the day of the system peak demand. As a
result, design day demand is appropriate to allocate
demands and capacity-rel ated costs to custoner

cl asses.

| do not dispute that after the systemis
desi gned and constructed to neet design day denmand,
custoners use the systemto receive vol unes of gas
t hroughout the year. However, if custonmers expect
supply sufficient to neet their design day demand,
then they should pay for adequate distribution
capacity to allow gas to be delivered every day to
meet their expected demands, including days with

above- average demands. O herwi se, they will not be
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al | ocat ed adequate capacity to deliver gas on days
w t h above-average usage, which would be nost cold
days, and their service would be interrupted on al
t hose days.

| f the distribution system can neet design
day denmand, they can neet the firmdemand of its
custoners on every single day of the year. Daily
needs nust be net, but the only way to ensure that
wi || happen is through a system designed to neet the
desi gn day demand.

My proposed cl ass of cost service study uses
100 percent of design day demand to allocate the
costs of |arge-dianeter internedi ate hi gh-pressure
mains as well as the cost of high-pressure feeder
| ine mains to custoner classes. Because design day
demand reflects how the systemis designed, this best
refl ects class cost causation. And ny cost study is
appropriate to guide class revenue all ocation.

| would also like to point out that it has
been ny experience that many states -- personally,
|'ve been around ten states that |'ve actually been
i nvolved with in ny career -- utilize a 100 percent
desi gn day denmand allocator to allocate cost of
capacity, and they usually couple that with a

custoner conponent.
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It is inportant to recognize that the peak
and average cost allocation nethod used by the
conpany to allocate certain capacity-related costs
results in custonmers paying different costs of
capacity on a per-unit basis. That's with respect to
desi gn day denmand. By introducing usage into the
all ocation of capacity-related costs, higher |oad
factor custoners such as the TS class are allocated
too nmuch cost for capacity and pay a hi gher per-unit
cost for capacity as conpared to the system average
per-unit costs.

As an exanple in this rate case, provided in
my surrebuttal testinony, TS custoners are allocated
a much higher gross plant cost for feeder mains on a
per-unit of design day denmand as conpared to the
system average. This is shown on Table 4 of ny
surrebuttal testinony, where the system average cost
is approximately $709 per unit of design day denmand
while the TS class is allocated a cost of
approxi mately $1,064 per unit of design day demand,
whi ch i s about 50 percent higher than the system
average per-unit cost. In contrast, the | ower |oad
factor GS class is allocated a cost that's cheaper
than t he system average, or approxi nately $652 per

unit of design day demand.
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An allocation nethod that results in a
different cost of capacity on a per-unit of design
day capacity basis for classes isn't appropriate.

The conpany does not incur a different cost of
capacity to serve different custoner classes. Under
100 percent design demand all ocation, feeder main
gross plant costs, all firmclasses are allocated the
same per-unit cost of capacity as the system or $709
per unit of design day demand. This is also shown in
ny Table 4 of ny surrebuttal testinony. This is
appropriate and reflects cost causati on.

It should be also recognized that if the P&A
allocator is applied to the systens design day denand
capacity, the GS class woul d not have enough capacity
to nmeet its design day demand. This is shown in
Table 5 of ny testinony.

It should al so be recogni zed that any
concerns about inpacts on custoner classes resulting
from 100 percent design day denmand all ocation can be
handl ed with class revenue allocation gradualism It
Is first appropriate to allocate costs to cl asses as
accurately as possible, and then graduali smcan be
utilized to tenper any inpacts that are of concern.

My proposed cl ass revenue allocation is

based on the conpany's fully requested revenue
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requirenment in nmy direct testinony, and | recomend
that nmy proposed cl assroom all ocation be used to
determ ne class revenue responsibility. Again, this
| S appropriate because ny proposed class revenue
al location is guided by ny cost of service study,
whi ch better reflects class cost causation with
respect to the allocation of distribution main costs.
My proposed cl assroom allocation is shown in Table 2
of ny surrebuttal testinony.

Thi s concludes ny summary. Thank you.

MAJOR KIRK:  We don't have any further
questions for M. Collins at this tine. He's
avai |l abl e for Conm ssion questions and
Cross-exam nati on.

CHAI RVAN LEVAR  kay. Thank you.

M. Russell, do you have any questions for
M. Collins?

MR. RUSSELL: No questions. Thank you.

CHAl RMAN LEVAR: M. Mechant?

MR. MECHAM | have none either. Thank you.

CHAI RVAN LEVAR: M. Jetter?

MR, JETTER | have no questions. Thank
you.

CHAl RVAN LEVAR: M. Snarr?

MR. SNARR  Yes, | have sone questions.
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CROSS- EXAM NATI ON
BY MR SNARR

Q Good afternoon, M. Collins.

A Good afternoon.

Q In your direct testinony, at page 14, you
address the question of how cost associated with the
di stribution systemmins and related facilities
shoul d be allocated to custoner classes; is that
correct?

A You said on page 147?

Q | believe it's on page 14, yes.

A Yes, | believe that's correct.

Q At lines 3 through 13 on that page of your
testinony, you quote the NARUC Gas Distribution Rate
Desi gn Manual at pages 23 and 24 as it defines
distribution nmains as a demand or capacity-rel ated
cost; is that correct?

A Yes.

Q Let nme --

MR SNARR |If | may?

CHAl RVMAN LEVAR:  Sure.

MR. SNARR | have a copy of excerpts of
that manual I'd |ike to share and tal k about sone of

t he provisions there.
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| represent to you that this -- I'd like to
have this marked as OCS Cross Exhibit 1.
(OCS Cross Exhibit 1 was marked for
I dentification.)
BY MR SNARR
Q And | represent to you that it -- are
excerpts fromthat NARUC Gas Distribution Rate Design
Manual .
Do you recognize it, M. Collins?
CHAI RVAN LEVAR  |I'msorry. Can we make
sure to get a copy to the court reporter, too?
MR, SNARR  Yes.
CHAl RMAN LEVAR: If we didn't already.
BY MR SNARR
Q M. Collins, do you recognize this as being
excerpts fromthe manual ?
A Yes.
Q Al right. Let nme direct your attention to
page 25 of the NARUC Gas Distribution Rate Manual .
Under the heading "Demand or Capacity
Costs," the first sentence states: "Demand or
capacity costs are allocated to custoner cl asses
based upon anal ysis of system | oad conditions and how
each custoner class affects such costs.”

Did | read that correctly?
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A Yes.

Q Ckay. Could you now turn to page 27 of the
manual ? And.

|"d Iike you to read out loud the first
sentence on that page.

A Page 277

Q Yes.

A "The nost conmonly used denmand al |l ocati ons
for natural gas distribution utilities are the
coi nci dent demand net hod, the non-coi nci dent demand
net hod, the average and peak nethod, or sone
nodi fication or conbination of the three."

Q Al right. And in the sections just
followng that, there's sonme definition provided, am
| correct, on those three nethods that have been
called out; is that right?

A That's right.

Q All right. Wth respect to the coinci dental
demand nethod, isn't it true that that allocates
demand costs based on system peak?

A It says "at the tinme of system peak" in the
first sentence under Section B, "Coincident Denmand
Met hod. "

Q Al right. And with respect to the

non- coi nci dental demand nethod, 1'd |ike you to | ook
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at that or reviewit briefly, and then | have a
gquestion for you.

A Ckay.

Q Ckay. Wth respect to that nethod, is it
fair to say that the non-coincidental demand net hod
all ocates costs to all classes of custoners,

I ncluding interruptible custoners, based upon their
actual peak, regardless of the tinmes of the
occurrence of that peak?

A That's correct.

Q Okay. Now let's further nove on to the
aver age and peak.

A Ckay.

Q And isn't true that nost of the parties in
this proceedi ng have advocated the use of sone form
of the average and peak nethod as descri bed on
page 27, subparagraph D?

Right. Either advocated or not opposed --
Al right.
-- | believe would be a --

And - -

> o >» O >

-- good descri ption.

Q Ckay. Let's read together, then,
subparagraph D. Could you read that section,
"Aver age and Peak Demand Met hod"?

Advanced Reporting Solutions
801-746-5080



© 00 N oo 0o b~ W DN PP

N NN N NN R P R R R R R B R R
g DN W N P O © © N O O M W N B O

Evidentiary Hearing Day 1
January 15, 2020 Page 272

A Sur e.

“"This nmethod reflects a conprom se between
t he coi nci dent and non-coi nci dent demand net hods.
Total demand costs are nmultiplied by the systenis
| oad factor to arrive at the capacity costs
attributed to average use and are apportioned to the
various custoner classes on an annual volunetric
basis. The renmmining costs are considered to have
been incurred to neet the individual peak demands of
t he various classes of service and are all ocated on
t he basis of the coincident peak of each class. This
met hod al |l ocates cost to all classes of custoners and
tenpers the apportionnent of the costs between the
hi gh and | ow | oad factor custoners.”

Q Now, just a couple of follow up questions
her e.

Wth respect to that portion of this hybrid
all ocation nethod, with respect to the portion that
Is tied to annual volunetric throughput, that would
I ncl ude an assessnent of the throughput associated
wWith interruptible service; is that correct?

A That's correct.
Q Al right. And with respect to the other
section which is allocated based upon peak demand,

t hat woul d not have any consideration for the
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interruptible users; is that right?

A That's correct.

Q So let nme just sunmari ze and see if you
agree wwth nmy summary here.

Usi ng sone form of the average and peak
demand net hod woul d assign a portion of the
demand-rel ated costs to be recovered fromall firm
service -- that is sales and transportati on custoner
cl asses -- consistent with their peak demands, while
al so recovering a share of the demand costs from al
custoner classes, including interruptible custoners,
according to their throughput; isn't that correct?

A That sounds correct.
Q Al'l right. Thank you.

MR. SNARR That's all 1 have.

CHAl RVAN LEVAR:  Thank you, M. Snarr.

Ms. Clark or M. Sabin?

M5. CLARK: W have no questions. Thank

you.
CHAI RVAN LEVAR  Okay. Thank you.
Maj or Kirk, any redirect?
MAJOR KIRK:  Briefly.

I
I11
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REDI RECT EXAM NATI ON
BY MAJOR Kl RK:

Q M. Collins, regarding interruptible
custonmers, under your proposed nethodol ogy, what
woul d be the fair way to charge interruptible
custoners for their cost of service?

A Just hypot hetically?

Q What's your proposal ?

A VWhat's ny proposal? If | recall correctly
fromny testinony, | believe | held the interruptible
class, the 1S class, at current rates. You know,
gi ve them no increase.

| believe both of the cost of service
studies that -- you know, the conpany's study that
uses partial allocation of through -- parti al
all ocation of main costs using throughput resulted in
a decrease for that class. And | think the
100 percent design day demand all ocation al so
resulted in that kind of decrease for the
interruptible sales, IS class. So ny proposal was
just to hold that class at current rates.

Q And what did you suggest, hypothetically,
could be done to figure out what the cost of the
interruptible custoner is to the systenf

A Well, with respect to the IS class, | think
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there's only, | believe, ten -- ten custoners in that
class. So if you were concerned about assigning, you
know, sonme cost of mains to that class, | think

said in ny testinony that you could nmaybe do a
speci al study where you basically do a direct
assignnent of cost to that class. Because there is a
cost to connect, you know, the interruptible sales
class to the system but that cost isn't very well
represented by either the design day denand or a

t hr oughput al | ocat or.

Q | also wanted to ask you briefly about the
NARUC nodel and the different nodels described in
here that you just read.

And just to clarify, does the NARUC nodel
advocate for one particular nmethod over the other?

A | don't believe it does. | believe the main
purpose of the manual is just to put a sunmary
toget her of nethods that are commonly used by
utilities throughout the United States.

Q And in your experience, there's how many
other states that follow the design day nodel ?

A States that | have personally been invol ved
in, |I've cone across about ten that, again, use the
desi gn day demand al | ocati on coupled with a custoner

conmponent allocation of mains. Wth respect to peak
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and average, there's really two states that cone to
mnd that |'ve experienced that nodel being used, and
that's Illinois and Washi ngt on.
Q Thank you, sir.

MAJOR KIRK: No ot her questions.

CHAI RMVAN LEVAR:  Thank you.

Any recross, M. Snarr?

MR, SNARR  No.

CHAI RVAN LEVAR  kay. Thank you.

Comm ssi oner Wiite, do you have any
guesti ons?

COW SSI ONER WHI TE: | have no questi ons.
Thank you.

CHAI RVAN LEVAR:  Comm ssi oner O ark?

COWMWM SSI ONER CLARK: | have none. Thank
you.

CHAI RVAN LEVAR:  And | don't either. Thank
you for your testinony this afternoon.

THE WTNESS: Thank you very nuch.

CHAI RVAN LEVAR:  Maj or Kirk, anything el se
fromthe Federal Executive Agencies?

MAJOR KIRK:  Nothing further, sir.

CHAl RVAN LEVAR:  Thank you.

M. Mechan?

MR. MECHAM  Thank you, M. Chair. ANGC
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calls M. Curtis Chisholm

CHAl RMAN LEVAR:. M. Chisholm do you swear
to tell the truth?

THE WTNESS: | do.

CHAl RMVAN LEVAR:  Thank you.

THE WTNESS:. Thank you

DI RECT EXAM NATI ON
BY MR MECHAM
Q M. Chisholm could you state your nanme and
busi ness address for the record, please?
A Yes. M nane is Curtis Ral ph Chisholm M
busi ness address is 201 South Main.
Q Thank you.

And did you prepare or have prepared under
your direction testinony in this proceedi ng, direct
testinony consisting of six pages which we've nmarked
as ANGC 3 and filed on Novenber 14th, and then
surrebuttal filed on January 6th of this year
consi sting of four pages which we've premarked as
ANGC 3SR?

A Yes, | did.
Q And if | were to ask you the questions that
are contained therein, would your answers be the

sane?

Advanced Reporting Solutions
801-746-5080



© 00 N oo 0o b~ W DN PP

N NN N NN R P R R R R R B R R
g DN W N P O © © N O O M W N B O

Evidentiary Hearing Day 1
January 15, 2020 Page 278

A They woul d.

Q Are there any corrections that you're aware
of that need to be made?

A | know of no corrections.

Q Ckay. Have you prepared a summary of your
testi nony?

A | have.

Q Way don't you go ahead and give it, please.

A kay.

|"mreally concerned about conpetition in
this natural gas market, and | would |ove to see a
rate structure that's based on actual costs than what
It has been in the past.

It feels like -- such as the adm n fee that
is currently $4,500 per year per neter, neters that
are tied to parcels, the secondary neters can be
reduced down to |like half price. But we've seen sone
of our customers pay over $250,000 a year in neter
fees. One custoner wth, you know, 50-plus neters.
And yet you have large industrials burning 5 Bcf of
gas a year paying $4,500. |It's not cost based. It's
not econom cal for these small industrial custoners
to be paying these high adm n fees that we don't see
in other states, in other utilities.

Al so, we believe that Dom nion's idea of
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freezing the transportation rate, you know, not
all owm ng custoners to join the TS class that don't
burn 35,000 or nore, is anticonpetitive. W believe
It's basel ess and serves only to penalize industrial
conpanies fromjoining a class that serves them
better and nore fully recognizes their cost
structure. Were | believe it's been shown that
custoners burning |l ess than 35,000 MBtu a year
provide an over -- a rate over the utility's required
rate, keeping custoners in the GS class would
essentially penalize themif they feel |ike they
should join the TS cl ass.

The other anticonpetitive feature in their
current structure is the one-tine per year transfer
bet ween cl asses. W don't face this in any other
mar ket we have seen in the United States, having a
restriction in that regard, and it is not cost
effective for the utility or us.

And | -- we -- in dealing with their
enpl oyees, they don't like it because they have a | ot
of paperwork that hits themall at once. And also,
setting up all those custoners that cone over to the
TS rate is a -- they have not been able to hit the
deadl i nes because of the burden in the past. And so

It doesn't really serve anyone well.
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Al so, any increase in these |lower tiers of
gas use, you know, the 200 -- the first 200 or the
first 1,800, because our -- the smaller industrials
are paying the required rate, any increase wll add
to their burden. | think it will -- it's, you know,
actual -- obviously would increase the rate to the
utility above where they are now.

The other issue is the SNG costs | believe
that Dom nion is now asking fromthe TS cl ass of
custoners. | believe that cost is covered in the
| nbal ance fees, and so if they added another cost to
the TS class, an SNG cost, that would be a
duplicative cost.

And that, | think, is essentially ny
t esti nony.

Q Thank you.

MR. MECHAM  Now we woul d nove the adm ssion
of ANGC 3 and ANGC 3SR

CHAl RMAN LEVAR: I f anyone objects to that
notion, please |let ne know.

(No response.)

CHAI RMAN LEVAR: |'m not seeing any
obj ections, so the notion is granted.

(ANGC Exhibits 3 and 3SR were
admtted.)
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MR. MECHAM Thank you. So M. Chisholmis
avai l abl e for cross-exam nati on.

CHAl RMAN LEVAR: Okay. I'mgoing to go to
M. Russell first.

MR. RUSSELL: No questions. Thank you.

CHAl RVAN LEVAR:  Maj or Kirk?

MAJOR KIRK: No questions, sir.

CHAI RVAN LEVAR: M. Jetter?

CRGOSS- EXAM NATI ON
BY MR JETTER

Q | do have just a brief |line of questions for
you.

A Uh- huh.

Q Your -- as part of your job, you work for a

conpany that provides gas supply to TS custoners; is
that correct?

A That's correct.

Q And are you currently engaging wth current
GS custoners to show themthe options that they m ght
have to nove to the TS class?

A W are. Yes.

Q How many custoners woul d you expect if the
rate remains open and simlar to what it is today to

nove to that class over the next three years?
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A It's a hard thing to estimate. But --
Q Wul d you say that --
A -- over the next three years, maybe 4- or
500.
Q Ckay. And would you -- | think that answers
t he question. Thank you.
A Ckay.
CHAl RMAN LEVAR:  Thank you, M. Jetter.
M. Snarr?
MR. SNARR W have no questi ons.
CHAI RVAN LEVAR kay. Thank you.
Ms. Cark or M. Sabin?
M5. CLARK: We have no questions. Thank
you.

BY COW SSI ONER CLARK:
Q

in the next three years, what is your assunption

about the relationship of rates to cost of service in

t hat answer ?

CHAI RVAN LEVAR:  Any redirect, M. Mechan?
MR. MECHAM | have none.
CHAl RVMAN LEVAR. kay. Comm ssioner Cark?

CROSS- EXAM NATI ON

Your estimate of 4- to 500 custoners noving

In other words, are you answering at current
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rates or --
A At current rates.
Q And so if -- if the Conmm ssion were to
accept one of the proposals -- one of the several
proposals to -- in a phased way, to nove to full cost

of service for the TS class in the next two to three
years, does that affect your estimate at all?

A | guess it depends if our rates increase.
Like, I think we are at full cost of service, you
know, for the smaller industrials. So | guess if it
significantly increases, it mght bring that down,
but | wouldn't expect it to.

Q Thank you.

COMM SSI ONER CLARK:  No further questions.

CROSS- EXAM NATI ON

BY CHAI RVAN LEVAR

Q | just want to follow up on that.

| mean, do nost of your custoners view these

costs and comodity costs separately and get to that
| evel of granularity, or do nost of your custoners
| ook at conbined rates, including all the costs we're
dealing with here and commpdity costs conbi ned?

A It depends on the sophistication of the

cust omer, obviously, but a lot of themunderstand the
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costs incurred at the utility |evel versus the

commodi ty costs.

Q Ckay.

A Mm hnm

Q | "' massum ng commodity cost is the primary
driver --

A Ri ght .

Q -- we're tal king about here?

A Mm hnm

Q. Ckay.

CHAI RVAN LEVAR: That's all | have.

Comm ssioner Wiite, do you have any
guesti ons?

COMM SSIONER WHI TE: | don't. Thanks.

CHAI RMVAN LEVAR:. kay. Thank you for your
testinony this afternoon.

THE W TNESS:. Thank you

CHAl RVAN LEVAR: M. Mechan?

MR MECHAM Al right. ANGC calls
M. Bruce diver.

CHAl RVAN LEVAR: M. diver, do you swear to
tell the truth?

THE WTNESS: | do.

CHAI RVAN LEVAR  Thank you.
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DI RECT EXAM NATI ON

BY MR MECHAM

Q M. diver, would you state your nane and
busi ness address for the record, please?

A My nane is Bruce Richard Aiver. M
busi ness address is 7103 Laketree Drive, Fairfax
Station, Virginia.

Q Thank you.

And did you prepare and have to cause filed

direct testinony in this proceeding consisting of
67 pages, which we've marked as ANGC 2, with attached
Exhi bits ANGC 2. 01 through 2.04 and Attachnents A and
B; as well as rebuttal testinony filed Decenber 13th
consi sting of 39 pages, which we've nmarked as
ANGC 2R, with ANGC 2. 01R through 2. 05R; and
surrebuttal testinony filed on January 6th of this
year consisting of 37 pages, which we've marked as
ANGC 2SR, with Exhibits ANGC 2. 01SR t hrough 2. 03SR?

A | did.

Q If | were to ask you the questions that are
I n those three pieces of testinony, would your

answers be the sane?

A | would, with a couple corrections.
Q kay.
A First -- now, it's just one typo and a
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coupl e | abeling consi derations.

First, there was a typo in ny rebuttal
testinony -- lost ny place. | don't know where it
Is. Bear with nme just a mnute.

At -- I'"'msorry. It's in ny surrebuttal
testinony. |It's page 22, |line 458. The wei ghting
for design day and annual throughput for DEU as
proposed at that tinme was -- is shown as 60/60. It
shoul d have been 60/ 40.

There's also a mnor typo in ny direct
testinony on the next to the last line where it says:
"Does this conclude your direct testinony?" It
shoul d say rebuttal testinony.

In addition, I'd like to clean up sone
| abel i ng consi derations on a couple of ny exhibits.
First on Exhibit ANGC 2.02, to be consistent with
sone of the other exhibits, under where it says "TS
and TSL," | would put the notation under TS, "l ess
t han 120, 000 dekat herns"; and under TSL, | woul d put
"greater than 120,000." And | would also put a
not ati on above the heading -- or below the "Cost of
Service Summary and Al locations to Rate C asses"” that
says "From DEU s Response to DPU Data Request 11.01,
Attachnment 5, COS Summary. "

| also would note that in ny rebuttal
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testinony, Exhibit ANGC -- or ANGC Exhibit 2.01, on
t he second page should be 2. 01R as opposed to just
2.01. Left off an Rthere. And those are the
corrections.

Q Ckay. Thank you.

So with those corrections, do you adopt that

as your testinony today?

A | do.

Q Have you prepared a sunmary of your
t esti nony?

A | have.

Q Wiy don't you go ahead and give it, please.

A Ckay. | ask you to bear with nme because
during the course of things, | think we elimnated a
little bit, and I've tried to adjust what | drafted.
So | have sone marginal notes |I'll try to work in.

The conpany's pricing and policies for

transportation services are a key el enent of the cost
of service and rate design issues in this proceeding.
Essentially all of the parties have accepted that the
TS rates may need to be adjusted significantly
upwar d, but how much upward is going to depend, in
part, on the revenue requirenent that the Conm ssion
approves. |If the Comm ssion cuts back the conpany's

cost of capital, for exanple, that could have a
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noti ceabl e i npact on the overall increase and how
much increase would need to be applied to TS
custoners or large TS custoners, and therefore how
much you woul d have to phase in.

It's possible that if the overall revenue
requi renment is nmuch closer to, maybe, the Division's
position, or |ower, as sone others have recomended,
that we wouldn't need a phase-in, or we could do it
In a two-step phase-in and have reasonable rate
| npacts. On the other hand, if the -- if you el ect
to approve the conpany's entire increase request, it
may be appropriate to phase that increase over nore
than a three-year period.

The increases that result even under
M. Higgins' proposal, which | think has sonme appeal,
are still fairly sizable increases. And | know nost
comm ssions woul d hesitate asking residenti al
custoners to bear three increases, year after year,
of that magnitude, and so | think we need to be
sensitive to how it inpacts all sizes of custoners.
But that won't necessarily be a function of what the
overall revenue requirenment is.

ANGC has presented nultiple cost of service
anal yses in this proceeding, all of which support a

finding that small TS custoners who use | ess than
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35, 000 dekatherns per year are providing a greater
t han system average rate of return. Not just
slightly greater, but a rate of return in the

magni tude of 9 percent, where the system average at
present rates is |less than 7 percent.

Each of the analyses | presented were either
prepared directly by DEU in response to data requests
from UAE, the Division, or US Magnesium or they
reflect sensitivity analyses that | have devel oped
based on DEU s cost of service analyses to test the
sensitivity of the cost of service results for |arge
and smal |l TS custoners.

Again, all of those studies find small TS
custonmers substantially outperformng |large TS
custoners froma cost of service perspective. The
return on rate base derived fromsmall TS custoners
using |l ess than 35,000 dekatherns a year is
consistently in the range of 9 percent. |In sone
cases, it's even a little higher. The rates of
return for the large TS custoners, in the nost
favorabl e scenario, was 1.5 percent, and may even be
negati ve, dependi ng upon what scenario you | ook at.
When the wei ghting of design day and annual
t hr oughput advocated by OCS, by DEU, and by ot her

parties are considered, the rates of return for the
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smal |l TS custoners renain positive.

Al t hough the TS rate issues and TS cost
recovery concerns are addressed by al nost every party
in testinony, ANGC is the only party that has
presented and di scussed actual cost of service
results separately for large and small TS custoners.
W' ve done that for various segnents of the TS cl ass,
cutting at 35,000, at 120,000, at 800,000, and we've
shown how they stack up. And the nore you isolate
the larger custoners, the worse their return gets.
The nore you isolate smaller custoners, the higher
their return gets.

That information, in and of itself, wth the
very strong differences between the small TS custoner
rates of return and those for larger TS custoners
shoul d be a conpelling reason for segregating the
classes. But ny analysis doesn't stop there. | have
presented anal yses that show changes in use per
custonmer for different size custonmers within the TS
class. | have presented cluster anal yses to see what
groupings within the TS class are reasonably
honogeneous. | have presented cost of service by
segnment. And |'ve provided, as | nentioned,
sensitivity anal yses to show how the cost of service

woul d vary if you | ook at sonme of the different cost
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al |l ocation proposal s that have been presented.

Agai n, the conclusion is consistent that
smal|l TS custoners are nore than paying their way.
Wtness Summers, this norning, essentially told the
Comm ssion that despite what's been a fairly
reasonabl e time between rate cases, there are a | ot
of unresolved -- and acknow edgnent of unresol ved
| ssues fromthose earlier proceedings.

That the conpany has not perfornmed hardly
any of the anal yses necessary to address a split of
the TS class or to redesign TS rates, | find that
troubl esone. They know that there's an issue there,
and their answer is, "Well, we'll look at it for the
next case."” And when we get to the next case, what
will the answer be? WII we really have any
progress, or will it be, once again, "Let's | ook at
It in the next case"?

There are significant inequities wthin the
current rate design, both on an interclass basis and
an intraclass basis that need to be addressed. The
proposal s that the conpany now supports and
M. Hggins is presenting only address part of it.
They are noving classes toward their cost of service,
but there's very little evidence to support a

conclusion that the charges within the cl asses and
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what gets charged to each individual custonmer wthin
the class is reflective of their cost of service
responsibilities.

The chal |l enge of rate design and the
obj ective should be to have rates that are fair and
equitable for all custoners within a class. W've
been told that, "Oh, no. W can't do that because

there's too much uncertainty" when we have custoners

mgrating. Well, if you'll forgive ne, I'magetting
in the vernacular, let's get real. Things are always
changi ng.

We have evidence already presented by the
various parties that say if the rate proposal s that
have been presented are adopted, US Magnhesi um may
substantially change its demands. W're going to
have, on average, 46 percent increases in TS custoner
volunetric charges. Custoners respond to price
I ncreases of that magnitude. And not only that, any
econom st wll tell you that custonmers not only
respond i medi ately to the change, but there's a
| agged response, and you can expect it to continue to
have effects on how custoners use their gas in the
next several years.

W' ve al so been told that wth changes in

the rate design, we may expect TBS -- TBF custoners
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to cone to the TS rate. There are |lots of things
that are going to change even if you don't allow
m gration.

And this idea that we're going to stop the
worl d and have this pristine exam nation of a set of
costs just is not realistic. Every utility in the
country deals with constantly evol ving custoner cl ass
conposition. This systemand this area of the
country has grown substantially. W need to be
moving with it, not just trying to freeze it where we
were and nmake some arbitrary determ nations.

| mean, we even have a problemin this case
In that the conpany's cost of service analysis
assunes that nore than 150 customers will shift from
firmservice rates, firmgas sales rate schedules, to
TS service in 2020. That's built into their cost of
service analysis. |f we adopt a noratorium or
restriction on novenent, it underm nes the very
prem se of their cost of service study. Nobody's
di scussed that. They've already assuned they're
going to have it, and now they're going to take that
back. Well, yeah, you can't stop the world. You
can't stop progress.

The proposals fromthe conpany to restrict

novenent are, at best, arbitrary, capricious, and, in
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nmy assessnent, unduly discrimnatory, and they should
not be adopt ed.

The conpany's case with respect to TS rate
schedule -- or TS rate structure is really built on a
house of cards. They started the case with a
perception that small TS custoners weren't paying
their way, that the growh in the nunber of custoners
was the problemin the TS class, and that wasn't the
case at all.

In fact, as nore small er custoners have cone
into the class, we're finding that class is -- the
smal |l custoners are nore than earning their rate of
return. They're not draggi ng down the cl ass.

They' re not causing the subsidy to increase. And
"Il accept sone of the statenments that, "Ch, well,
the small custoners don't have a big inpact on the
overall TS class." But it's not hurting them Wy
do we need to block it?

The inclusion of small, nonresidential TS
custoners in the TS class is not the source of the
conpany's TS cost of recovery problens. The cost of
service studies, including those that were perforned
by DEU for US Magnesium show that |large TS custoners
are where the under-recovery is.

Coi nci dental ly, none of the parties that
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requested this cost of service studies for segnents
of the TS class -- not US Magnesium not UAE, not the
Division -- presented the results of those studies.
If we're trying to find the answers to questions or
at | east guide the Comm ssion as to what next steps
shoul d be, why isn't that put before you? It was
only ANG that put it together in sonme kind of
systematic format so that you could see what the
story was, and the story is you don't need to be
restricting small TS custoners and further novenent
to that class.

DEU s rate structure proposals focus on
three key issues. The need to nove to full cost of
service and elimnate interclass and intracl ass
subsi di es, the second part of which they push off to
the future. You know, if you were a custoner and you
feel that you're not paying your fair rates, is that
a very satisfying answer to say, "Well, we'll address
that three years from now nmaybe"?

The second was to bl ock custoner transfer so
that we could stabilize this class, which | submt to
you won't have that result.

And the third is to reduce subsidi zation
within the GS class. And the conpany has taken a

very mnimal first step in that direction. But
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really to address that, you have a class that, once
agai n, has huge diversity within the class and needs
to be segnented. Alnost all other utilities that
|"ve dealt with have several breakdowns of their
nonresi dential custoner service. And to take the GS
class and split it just residential/nonresidential is
a first step in that direction.

Now, unfortunately, the conpany hasn't cone
forth wth the data that would all ow any other party
to make an affirmative recomendation in that case --
in that -- on that issue. But it needs to be done,
and it needs to be done near term not in the next
rate case.

| also note that there's sone questions
about how the conpany has designed its rate
proposals. In Wtness Summers' surrebuttal
testi nony, he presents a table on page 5 that
purports to show rate increases for different sizes
of TS custoners. Well, | |ooked at that, and the
first thing that struck me was, how do you have one
rate increase for each size?

|' ve presented analyses in ny direct
testinony that docunent that there's huge diversity
in the load factors for custonmers within the TS

class. There are nore than 100 custoners that have
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| oad factors over 100 percent. There are over 90
custoners that have |oad factors | ess than

20 percent. Yet within the conpany's |argest 100
custoners, you see |load factors ranging from

23 percent to over a 1,000 percent. How does that
happen? Because -- it happens because of non-firm
load. But it is an actual result, and it nmakes sense
when you recogni ze the non-firm| oad.

But there's a large diversity. The sane
thing is true when you examne the |oad factors for
smal | er custoners. Well, on average, their |oad
factors may be in the 25 or 30 percent range. There
are custoners of reasonably small size that can have
50 and 70 percent |oad factors. There are custoners
in that range that may take interruptible service and
have even higher |oad factors. Load factor is a very
| nportant consideration. And Wtness Summers'

surrebuttal table in his testinony doesn't address

any of that.
When | | ooked further as to what was goi ng
on in that exhibit -- or in that table, | realized |

had to reference his surrebuttal Exhibit 4.01SR  And
in the detail of that, | found sone surprising
things. |In the underlying data fromwhich those rate

| npacts were cal cul ated, there was an assuned
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34 percent decrease in the fourth block volunetric
charge for TS custoners. That's a block that only
applies to the largest custoners, which are the
custoners that have been shown to have the worst
rates of return.

Now, when | go through a rate filing and
there's a change of that magnitude, | would expect it
to be discussed explicitly in the testinony. There's
no nmention of it. How can we do that? Now, the
conpany says, "Well, you know, we have reduction
there, but we ultimately get to the higher rate."

But that neans a 55 percent increase in the tai

bl ock charge for these custoners in the |ast step.
"1l guarantee you, when it cones to the tine that
they -- we get that charge, they're going to be
saying, "Hey, that's too nuch. W can't bear it."

Now, yeah, there's a reduction that severa
peopl e have nentioned in the adm nistrative charge
t hat does reduce costs for smaller TS custoners, but
there's a key difference here. The reduction in the
adm ni strative charge is based on the conpany's
representation of a reduction in its cost for
providing adm nistrative services. Now, | still
think they're overstated, but they -- at |east there

was sone cost foundation for that change.
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The change that's been -- that was in that
analysis and in the conpany's Exhibit 4.01SR for the
fourth block of the volunetric charges has no cost of
service foundation. Rather, it's directly counter to
t he cost of service.

M5. CLARK: | don't nean to interrupt, and |
amtrying not to interrupt your flow, recognizing how
| ate we are in the day, but we've got sone live
sur-surrebuttal happening with regard to M. Sumrers'
surrebuttal testinmony. And recognizing that that's
not appropriate, | would nove to strike prior
testinony related to that exhibit. And | would al so
request a Conm ssion directive that further |ive
sur-surrebuttal on M. Summers' testinony not be
permtted.

CHAl RVMAN LEVAR: M. Mecham do you want to
respond to her notion?

MR. MECHAM  Yeah, | -- well, when else
woul d he respond to the surrebuttal? It's just -- so
that's the final word? O do we get an opportunity
in hearing to be able to express our position on the
surrebuttal, which is new stuff?

| think it's conpletely within the -- |
think it's conpletely proper, and I don't know when

el se you would get a chance to do it.
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And, in fact, we have hearing exhibits that
actually address directly his phase-in; that is,
M. Sumrers' phase-in. So, | nmean, unless you're
going to have surrebuttal always be the final word,
you're not going to allow parties to really be able
to flesh out the positions appropriately.

CHAl RVMAN LEVAR: Does any other party want
to weigh in on this objection?

MR. SNARR | have a comment.

CHAl RMAN LEVAR: M. Snarr, go ahead.

MR. SNARR  Surrebuttal, frommy experience,
Is the final word. However, surrebuttal is subject
to cross-examnation by all the parties as part of
t he proceeding. But we probably ought to recognize
the difference between the opportunity to cross
surrebuttal and instead invent an opportunity to
provi de a sur-surrebuttal

CHAl RMAN LEVAR: Thank you, M. Snarr.

Before | cone back to Dom ni on, any ot her
party want to comment on the objection?

MR JETTER. 1'd just like to, | guess, add
a comment sonmewhat mrroring M. Snarr's conment.
The Division has fairly consistently, over tineg,
opposed to live sur-surrebuttal unless it's been

previ ously approved by the Comm ssi on.
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CHAl RMAN LEVAR: Ckay. You want to add

anything final to --

M5. CLARK: | do.
CHAI RVAN LEVAR  -- your objection?
M5. CLARK: | want to enphasi ze agai n what

M. Snarr has, | think, ably pointed out, and that

I's, the hearing exhibits that were offered previously
in this hearing were in the nature of cross. And |
think that is appropriate. | think in a wtness
summary, live sur-surrebuttal clearly is not. It's a
standard that | think all the parties here have been
held to in the past, and would ask the Comm ssion to
do so now.

MR. MECHAM May | respond?

CHAl RVAN LEVAR:  Sure.

MR MECHAM I n ny experience, there has
been live surrebuttal in order to ensure that the
record has been fleshed out. They can still -- they
can cross-examne M. diver on anything he said
here. But without it, | think you' re going to have
an i nadequate record.

CHAl RVAN LEVAR:  Anyt hing further?

MR MECHAM  No.

CHAI RMAN LEVAR:  Considering the tine,

considering that | don't want to put -- once we nove
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past this, | don't want to put any party in the
position of feeling |ike they need to rush their
cross-examnation. | think we're going to be here in
the norning. | don't see any avoiding that, and so
|"mgoing to take the easy way out and defer ruling
on this notion until first thing in the norning when
we reconvene at 9:00 a. m

Wth that, anything el se that we need to
address before we adjourn until tonorrow and for
tonight's public w tness hearing?

MR MECHAM  No.

CHAl RVAN LEVAR: (Okay. We are adjourned --
well, not -- I"msorry -- not adjourned. Recess.
Recess. Big difference.

(Proceedi ngs were recessed at

5:25 p.m)

* % *
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REPORTER S CERTI FI CATE
STATE OF UTAH )
COUNTY OF UTAH 3

I, KIMBERLY A. HARMON, a Certified Shorthand
Reporter and Regi stered Professional Reporter, hereby
certify:

THAT the foregoi ng proceedi ngs were taken
before ne at the tine and place set forth in the
caption hereof; that the w tnesses were placed under
oath to tell the truth, the whole truth, and nothi ng
but the truth; that the proceedi ngs were taken down by
me in shorthand and thereafter ny notes were
transcri bed t hrough conputer-aided transcription; and
t he foregoing transcript constitutes a full, true, and
accurate record of such testinony adduced and oral
proceedi ngs had, and of the whol e t hereof.

| further certify that | amnot a relative
or enpl oyee of any attorney of the parties, nor do |
have a financial interest in the action.

| have subscri bed ny nane on this 24th
/.

¢~ —
Ki nberly A Harnon, RPR, CSR

day of January, 2020.
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