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PROCEEDI NGS

- 000-

CHAI RVAN LEVAR Okay. It looks like we
have everyone here. W' Il begin. This is day 2 of
the evidentiary hearing in Public Service Comm ssion
Docket 19-57-2, Application of Dom nion Energy U ah
to Increase Distribution Rates and Charges and Make
Tariff Modifications.

When we -- when we had went into recess
yesterday, we were hearing a summary from
M. Bruce R diver on behalf of Anmerican Natural Gas
Council. W had an objection raised by Dom ni on
Energy Utah, and we've considered the objection.

W' ve considered this issue in simlar
| ssues in recent cases and considered themon a
case- by-case basis. One of the factors that we' ve
considered in the previous instances has been whet her
testi nony has been devel oped in surrebuttal and
changed in surrebuttal that would warrant |ive
sur-surrebuttal in hearing. And that has been an
| ssue that we've considered in the past, and that was
t he case here.

If this issue had been brought to us at the

begi nni ng of the hearing, where all parties would
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have had the benefit of know ng that there was an
Intent to provide live sur-surrebuttal in the hearing
and had the opportunity to comment on it at the
begi nning of the hearing and conduct their
cross-exam nations accordingly, that m ght have been
a different scenario. But being presented
unannounced in the last hearing, the last -- with the
| ast witness of the hearing raises fairness concerns
to all parties and equity concerns to all parties.

So considering that, we are sustaining the
objection. And we wll disregard any el enents of
M. diver's summary that were not summarizing his
filed witten testinony.

And with that, do we need another m nute or
two to conclude his summary?

MR. MECHAM W do.

CHAl RVAN LEVAR:  kay.

MR. MECHAM Yep. So we'll recal
M. diver.

CHAI RVAN LEVAR:  kay.

Good norning. And you're still under oath
from yest erday.

THE W TNESS: Good nor ni ng.

CHAI RVAN LEVAR:  Thanks.

THE W TNESS: Thank you
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MR MECHAM M. diver, would you like to
concl ude your summary?
THE WTNESS: Yes. There were three

el enent s

CHAI RMAN LEVAR: |I's your m crophone on?

THE WTNESS: | believe it is. The green
l'i ght --

CHAI RMVAN LEVAR:  kay.

THE W TNESS:  Yes.

There are three el enents of ny
testinonies -- and | think nost of themwere
addressed in all three of the testinobnies -- that |
did not have the opportunity to sunmari ze yesterday.
Al'l of those relate to the conpany's billing and
adm ni stration of TS service. Those elenents are the
adm ni strative charge, the conpany's enrol | nment
process, and the conpany's proposed billing of SNG
peak hour costs to TS custoners.

| appreciate that the conpany has proposed a
reduction in its admnistrative charge. But the
proposed charge remains dramatically above the
adm ni strative charge billed to transportation
custoners by other gas utilities. Nothing in DEU s
operations in Utah justify such a higher

adm ni strative charge. The costs included in DEU s
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adm ni strative charge are already included in its
fully-allocated costs of service. The adm nistrative
cost analysis that Wtness Summers has presented, as
| discussed in ny testinony, sinply is a reallocation
of those costs. Everything in the admnistrative
charge is already included in the conpany's
fully-allocated revenue requirenent.

Yet as | show on page 38 of ny direct
testinony, in table 1, if you |look at the conbi ned
custoner-rel ated charges or BSF charges and the
adm ni strative charges billed by BSF class to TS
custoners, they result in substantial overcollection
of the allocated custoner costs in the conpany's own
cost of service study as presented in DEU
Exhibit 4.18. The analysis |'ve presented on page 38
of ny direct testinony has not been refuted by the
company.

Second, the enroll nent process. |'ve
explained the DEU s restrictive TSA -- or TS
enrol Il ment process is not justified by its Wexpro
commtnment. AIl gas utilities have an obligation and
a responsibility to plan for reliable delivery of
natural gas to their custoners throughout the year,
and particularly during peak periods. Every gas

utility I've dealt with -- and |'ve dealt with
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utilities on these very gas pl anning types of

| ssues -- they start in the late spring and early
summer, planning their requirenents for the next

wi nter to nake sure that they'll have adequate
supplies. There's nothing uni que about the Wexpro
rel ationshi p that changes that.

However, all gas utilities, including DEU,
face consi derable uncertainties in their planning of
t hose peak hour requirenents. And uncertainties
regarding small TS custoner transfers pale in
conparison to the uncertainties that custoners face,
as | said in ny testinony, relating to weather and
relating to the addition of custoners on a grow ng
system

When the conpany plans its gas supply in the
summer for the follow ng year, they don't know what
the weather is going to be. They don't know what
their actual peak will be. They don't know how many
custoners they wll actually be adding during that
period. And the transfer of even 100 or 150 small TS
custoners does not have a nmjor inpact on those
pl anni ng considerations. |It's within the noise of
the uncertainties, it's -- that they're already
dealing wth.

Moreover, as | also note in ny testinony, if
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you believe this remains a significant concern, there
are other ways to deal with it. In nmy work in

Rhode Island, | was instrunental in working with the
utility to negotiate a framework where if a custoner
canme back to transportation service wthout adequate
notice during the winter period and the conpany had
not had the opportunity to plan for their supplies
during that winter period, or if a new customer
wanted to take transportation service w thout
substanti al advanced notice during that period, they
woul d pay a surcharge to conpensate the utility for
any increnmental costs that their use of gas during

t hat period would cause the utility to incur.

That nmechani sm has been in place for seven
or eight years now and has worked well. There have
been no problens. And it provides a very clear
signal to custoners, when they're doing their
pl anni ng, that they need to think in advance and
avoid a situation where they could put the utility in
t he situation where they would have to incur |arge
I ncrenmental gas supply costs to supply this new
custoner's requirenents.

So the idea that you need a once-a-year
enrol | mrent wi ndow to address those problens is

totally unnecessary. And other utilities allow for
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rolling enroll ment wth reasonabl e advanced notice --
usual ly 60, 90 days advanced notice -- and do that
and still are able to plan reasonably and responsibly
for their gas supply w thout inposing costs on sales
servi ce customers.

Finally, | turn to the SNG peak hour costs.
As | explained in ny testinony, the tariff already
addresses TS custoners' use of gas in excess of their
deliveries and in excess of their firmcontract
supply commitnents fromthird parties.

There is nothing in TS custonmers' use of gas
that is not already addressed within the tariff and
for which billing or penalties or paynents are
prescribed in the tariff without the addition of the
SNG peak hour charge. There have been suggestions
that, "Well, there are different costs that this SNG
peak hour is supposed to be addressing.” But there's
no docunentation of how those are different than what
the conpany is already providing for in the tariff.

| f a custoner, on any day, uses gas in
excess of their deliveries -- not just in excess of
their contract demands, but in excess of their
deliveries -- they're subject to inbal ance charges.
At any tinme a custoner uses gas in excess of a

restriction, such as a hole to burn restriction or a
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interruption, they're subject to penalties -- and
sonetines very severe penalties -- for using

addi ti onal gas supplies.

The conpany's proposal is asking to bill TS
custoners every nonth of the year based on their
contract demands, which are denmands bei ng supplied by
a third party, which they have a commtnent froma
third-party supplier to fulfill. Not increnental
requi rements. But the conpany wants to bill these
custoners every nonth on that demand basis for
charges that are only incurred in exceptional
circunstances. And there is already provision in the
tariff to bill the custoners in those exceptional
ci rcunst ances.

| strongly encourage the Conm ssion to | ook
carefully at the portions of the tariff that |'ve
cited and at the entire TS proportions relating to
this issue and find where it becones necessary for
the conpany to bill additional SNG peak hour costs to
TS custoners. |It's not there.

Each of these three elenents of the
conpany's billing and adm nistration of its TS
service represents another inhibiting factor to
custonmers using -- from-- for custonmers to use TS

service or to overcharge themfor the services that
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they're receiving, and | strongly encourage, once
again, for the Comm ssion to carefully consider
t hese.

Thank you.

MR. MECHAM Does that conclude your
summary, M. diver?

THE WTNESS: It does.

MR. MECHAM Al right. Thank you.

Then | woul d nove the adm ssion of his
testinony, which | identified yesterday as his direct
bei ng marked as ANGC 2 with ANGC 2. 01 t hrough 2.04
and Attachnments A and B; his rebuttal is ANGC 2R with
ANGC 2. 01R through 2.05R; and his surrebuttal being
mar ked as ANGC 2SR with Exhi bits ANGC 2. 01SR t hr ough
2. 03SR

CHAI RMAN LEVAR: If anyone objects to the
noti on, please indicate to ne.

(No response.)

CHAI RVAN LEVAR:  1'm not seeing any
obj ections, so the notion is granted.

(ANGC Exhibits 2, 2.01 - 2.04, 2R
2.01R - 2.05R, 2SR, and 2. 01SR were
admtted.)

MR. MECHAM  Thank you. M. Qdiver is

avai |l abl e for cross-exam nati on.
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CHAl RVMAN LEVAR: Thank you. Major Kirk or
Captain Friednman, do you have any questions for
M. diver?

MAJOR KIRK:  No, sir. No questions.

CHAl RMVAN LEVAR. kay. Thank you.

M. Russell?

MR. RUSSELL: | do have a coupl e of

guesti ons.

CRCOSS- EXAM NATI ON
BY MR RUSSELL:

Q M. diver, you were in the hearing room
yesterday during M. Collins' testinony and
cross-exam nation; is that correct?

A | was.

Q And do you recall the testinony on
cross-exam nati on regardi ng the NARUC nmanual ?

A | do.

Q Do you have a copy of OCS Cross Exhibit 1 up

there? | know it was up there when --
A | don't.
Q Let ne give you a copy here.

You have referenced the NARUC nmanual in your
testinony, specifically in your surrebutta

testinony, and the questions that | have for you
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relate to sone of your testinony relating to the
all ocation of peak demand costs to interruptible
custoners that were sort of highlighted in sonme of
t he questioning yesterday. And |I'd like you to | ook
at -- it's page 27.

Do you have that?

A | have that.

Q And under " Coi nci dent Denmand Met hod," the
first sentence there reads: "In the coincident
demand peak responsibility nethod, allocation is
based on the demands of the various classes of
custoners at the tinme of system peak."

Do you have an understandi ng of whet her
NARUC, in using the term"system peak,"” intends to
convey actual use or design day use or whether they
have a definition?

A NARUC | eaves that matter unclear. And yeah,
this was witten in 1989, at which tine we really
didn't have cases |like this one where you had the
cost of service trying to reflect a projected year.
In this case, 2020. Even if you're trying to do,
guote, an actual year, | don't know what you'd be
referring to.

Does that nmean that you' re using actual data

for the past year, or are you using estimted actuals
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for the year that you're doing the cost of service
for? So it's -- yeah. The whol e environnent has
evol ved since this was witten, but it |eaves a | ot
of gray area in terns of what they're referring to as
"peak demand" and "coinci dent peak demand."

In ny experience, you either have to seek a
weat her - nornal i zed coi nci dent or non-coi nci dent peak
demand neasure, or you need to use a design
requi rement where everything is designed on the
same -- or estimated on the sanme design criteria
whi ch woul d be sufficient to neet your design peaks.

And nost frequently, in ny experience,
peopl e use the design peak criteria because that's
what facilities are designed for, and that's what
causes the incurrence of cost.

Q Ckay. Thank you.

MR. RUSSELL: That's all | have.

CHAl RMAN LEVAR: Thank you, M. Russell.

M. Snarr, do you have any questions for
M. diver?

MR. SNARR  No questions.

CHAI RMVAN LEVAR:  Thank you.

M. Jetter?

MR. JETTER | have no questions. Thank

you.
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CHAl RVAN LEVAR:  kay.

Ms. Clark or M. Sabin?

M5. CLARK: Yeah, | have a couple questions,
t hank you.

CROSS- EXAM NATI ON
BY M5, CLARK:
Q M. diver, you ve testified that the
comm ssion should split the TS class at a breaking
poi nt of 35,000 dekatherns; is that correct?
A | did.
Q And woul d you agree that you could split the

cl ass other ways using seasonal usage, |oad factor,

type of usage, like industrial or comrercial or the
| ocati on?

A There are | ots of ways you can split
classes. | would submt that | have presented

conpel ling evidence that shows that there are

significant reasons to believe that sonething around

a 35,000 split, and any split, will have some gray
areas associated with it. But the 35,000, as |'ve
shown in -- | believe it's ny Exhibit 2-2R -- 202R --

give ne a sec. Just a second there.
Page 1 of 2 shows a dramatic difference

between the rate of return for -- and the return
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earned for custoners using |ess than 35,000 and
custoners using nore than 35,000. And that alone, in
ny experience, in ny assessnment, is a very conpelling
reason to split the class at that |evel.

Q M. diver, you' ve also indicated, in your
direct testinony at approximtely line 48, that the
conpany's class cost of service analysis is -- |
think the word you used was "eroded."

A Was what? |'msorry.

Q Let me -- let's do it this way: Let ne have

you turn to your direct. And on page 24 of your

direct --
A G ve ne just a second, please.
Q Sur e.
A "' mthere.

Q Around |ine 486, you say: "Yet DEU has
failed to properly exam ne the details of those costs
and ensure that those costs are all ocated anong
classes in a manner that reasonably reflects cost
causative relationships. As a result, the overall
accuracy and reliability of DEU s cl ass cost of
service allocations is eroded.”

Do you see that?

A | see that.

Q And didn't you rely on this very sane

Advanced Reporting Solutions
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anal ysi s when you proposed splitting the TS cl ass?

A | do. But | think that these would be
refinements in the cost results. | don't think that
the issues |I'm addressing here -- for exanple, as |

noted in ny testinony, the conpany has all ocated all
of its general adm nistrative costs on general plant
where many of those costs are actually incurred on a
| abor cost basis.
Most other utilities would allocate things

| i ke pension costs and adm nistrative salaries on a
| abor cost basis. The conpany's done it all on plant
basis, and there's no nexus between the anmount of
pl ant that the conpany has and the anmount of costs
that they incur fromnany of those categories. |
think those refinenents -- | don't think that they
dramatically change the cost allocation results that
we' ve been focused on.

Q | want to turn your attention, M. diver,

to your surrebuttal testinony at page 18.

A. 187
Q 18, yes.
A. ' mthere.

Q Starting at line 362, you say: Few
residential custoners have the know edge and/ or

access to experienced professional advice needed to
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i dentify and understand the potential cost inpacts of
differences between utility charges and conpetitive
mar ket gas supply offerings.™
Do you see that?
A | do.
Q Wul d you say that that is equally true of
smal | commercial custoners and small industrial

cust oners?

A No.
Q Ckay.
A Now, |'ve had a | ot of experience dealing

with all types of custoners on these issues, and |
regul arly provide advice to custoners trying to
eval uate supply alternatives. Custoners of al
sizes. And you need to renenber that many snal |
custoners either are associated wth |arger custoners
that al so have | arger accounts, and therefore have
the ability and the experience to deal with it,
and/or they buy in as part of a group that has
advice. Yes, there are sone smaller custoners that
don't have that sane |evel of advice, but it's nuch
nore acute within the residential class.

And | bring up this point in particular
because |1've had a | ot of experience in the

negoti ati on of conpetitive supply contracts. And
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everybody thinks that when you go out to buy
conpetitive gas supply, you solicit bids and you take
the | owest price and you save noney. But, in fact,
that's not the case.

Every supplier wants to serve the custoner
using their paper, their contracts, their contract
| anguage. And no two are the sane. And |'ve worked
wi th people who have tried to do an auction process
to get everybody to bid -- you know, they specify the
ternms and get everybody to bid to the sane terns, and
what happens is many suppliers refuse to sell on
anything but they're own contract terns.

So you're always faced with this probl em of
havi ng to eval uate and understand very subtle terns
within the contract. Things |like: Wat costs get
passed t hrough and what costs don't? What are the
renewal terns?

|"ve seen contracts for small residenti al
custoners where the supplier gave a very attractive
initial price, but they had a renewal provision that
at the end of the contract they would provide the
custoner a new -- they could change the price and/or
the terns under which they were providing the
service. And if the custoner didn't respond in a

witten manner that they didn't want the new contract
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within ten days -- which is a very short tine to
identify and evaluate alternatives, particularly for
a residential custonmer -- they would be automatically
renewed for another year or two. You know, these
t hi ngs, a commercial custoner who has sone advice
knows how to deal with. Many residential custoners
aren't even aware of those subtleties.

M5. CLARK: Thank you. | have no further
guesti ons.

THE W TNESS: Thank you.

CHAI RVAN LEVAR:  Thank you, Ms. d ark.

Any redirect, M. Mechan?

MR. MECHAM None, thank you.

CHAI RMAN LEVAR:  Commi ssioner O ark, do you
have any questions for M. Qiver?

COW SSI ONER CLARK: No questions. Thank
you.

CHAI RVAN LEVAR:  Comm ssi oner Wi te?

COW SSI ONER WHI TE:  No questions, thanks.

CHAI RMAN LEVAR:  And | don't have any
ot hers, so thank you for your testinony.

THE WTNESS: | appreciate the opportunity.
|''m sorry about yesterday.

CHAI RVAN LEVAR  Thank you.

Anyt hing further, M. Mechan?
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MR. MECHAM Nothing fromus. Thank you.

CHAl RMAN LEVAR:  Anything further from
anyone? And | understand we have a -- oh, sorry.
M. Snarr?

MR. SNARR | have one fol |l ow up.

CHAl RVAN LEVAR:  kay.

MR. SNARR  Yesterday a question was asked
by Comm ssioner Clark related to tariff changes
related to the SNG charge and what the O fice's
position was. W've |ooked at it, and we don't
oppose that tariff change.

COW SSI ONER CLARK:  Thank you for
reporting.

MR. SNARR  Sure.

CHAI RVAN LEVAR  kay. Thank you.

Anyt hing el se from anyone?

(No response.)

CHAI RVAN LEVAR: | do understand we have
a -- hopefully -- consensus filing in a couple weeks.
If it doesn't turn out that way, we'll -- we mght be
back here in this roomor -- or dealing wth things

anot her way.
Qur cal cul ati on shows that our order is due
on or before February 26th, so you can expect an

order on or before that date. Probably not nuch
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bef or e,

I f any.
And with that, we're adjourned. Thank you.

(Proceedi ngs concluded at 9:24 a.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 t he foregoi ng proceedi ngs were taken
before me at the tine and place therein set forth, at
which tine the wtness was placed under oath to tel
the truth, the whole truth, and nothing but the
truth; that the proceedi ngs were taken down by ne in
short hand and thereafter ny notes were transcri bed
t hrough conput er-ai ded transcription; and the
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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