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I. INTRODUCTION 1 

Q. Please state your name and business address. 2 

A. My name is William F. Schwarzenbach. My business address is 333 S. State, Salt Lake 3 

City, UT.  4 

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

A. I am employed by Dominion Energy Utah (DEU or Company) as the Manager of Gas 6 

Supply. My qualifications are included in DEU Exhibit 3.01. 7 

Q. Have you testified before this Commission before? 8 

A. Yes. I have testified in Docket 14-057-31 and Docket 17-057-09. I have also presented at 9 

numerous technical conferences and workshops related to the Company’s Integrated 10 

Resource Plan and other gas supply related matters. 11 

Q. Attached to your written testimony are DEU Exhibits 3.01 through 3.03. Were these 12 

prepared by you or under your direction? 13 

A. Except as otherwise stated, the exhibits were prepared by me or under my direction. The 14 

remaining exhibits are true and correct copies of what they purport to be. 15 

Q. What is the purpose of your direct testimony? 16 

A. I describe the supply reliability request for proposal (RFP) process for supply reliability 17 

options and provide an overview of the design requirements that were included in the 18 

RFP, including an explanation of the sizing determination for the proposed supply 19 

reliability resource. I describe each of the proposals to determine whether the proposal 20 

can provide supply reliability to DEU’s customers and can avoid supply shortfalls.  21 

I offer testimony describing the evaluation of the options provided in the proposals and 22 

explain why the Company has chosen to pursue pre-approval for the construction of an 23 

on-system DEU-owned-and-operated Liquefied Natural Gas (LNG) facility (the DEU-24 

owned LNG Facility). I provide evidence showing that the proposed DEU-owned LNG 25 
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Facility provides the maximum amount of reliability, such that on the coldest days, the 26 

Company will be able to provide safe and reliable natural gas service to its customers. 27 

II. REQUEST FOR PROPOSAL 28 

Q. Why did DEU decide to request proposals for a supply reliability resource? 29 

A. In Docket No. 18-057-03, and after extensive analysis, the Company proposed to build a 30 

DEU-owned LNG Facility as a resource to provide supply reliability for DEU’s 31 

customers and avoid supply shortfalls and loss of service. In its Order in that docket, the 32 

Utah Public Service Commission (Commission) determined: “Clearly, potential well 33 

freeze offs and forces like natural disasters that disable pipelines and gas processing 34 

plants constitute risks to gas supply reliability. Moreover, no party disputes that the DEU-35 

owned LNG Facility would have some beneficial effect in mitigating such risks and 36 

enhancing reliability.” October 22, 2018 Order, Docket No. 18-057-03, at page 18. 37 

However, the Commission stated, “because we have an inadequate record on which to 38 

determine what, if any, cost-effective alternate options may exist to improve gas supply 39 

reliability by mitigating these risks, we cannot now determine [if] the public interest in 40 

reducing those risks would be best served by construction of the LNG Facility.” Id.   41 

In its order, the Commission concluded, “we cannot now properly evaluate the 42 

reasonableness of the LNG Facility as a means of improving supply reliability, because 43 

we do not have adequate assurance other more cost-effective options are not available.” 44 

Id. 45 

To provide adequate assurance that all potentially reasonable, cost-effective options to 46 

provide supply reliability for DEU customers have been considered, the Company issued 47 

a well-advertised public solicitation for proposals to identify any potential resource that 48 

may be available. 49 

Q. Please describe the RFP that provided information to potential bidders. 50 

A. DEU prepared a detailed RFP, attached as DEU Exhibit 3.02, that explained in detail the 51 

purpose and scope of the RFP, identified the requirements of a qualifying proposal, 52 
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provided DEU contact information, identified key dates, outlined supply resource 53 

requirements, explained the criteria that would be used for evaluation, described the 54 

required proposal content, requested information on the ability to extend DEU service to 55 

remote locations or other factors determined to be relevant, described the process by 56 

which DEU could revise the RFP, explained confidentiality commitments, provided 57 

disclaimers, explained DEU’s commitments to equal opportunity employment and 58 

affirmative action, noted the private proposal opening process, and noticed a planned 59 

respondent conference. 60 

Q. How did DEU ensure that all potential resource providers were notified of this 61 

RFP? 62 

A. DEU attempted to “cast a broad net” in order to identify all potential resources that could 63 

potentially provide supply reliability for DEU customers. DEU provided the RFP on a 64 

publically available Dominion Energy “Utah Natural Gas Supply Reliability Proposals” 65 

website along with other relevant information, such as “RFP Questions and Answers” 66 

and slides from the bidder’s conference meeting. The Company sent a link to the RFP 67 

website, www.dominionenergy.com/utahrfp, to all known parties that may be able to 68 

provide resources, including gas suppliers, storage providers, and upstream pipelines. The 69 

RFP information was also advertised for multiple days over a two-week period in the 70 

S&P Global Platts Gas Daily newsletter. This is a popular natural gas industry newsletter 71 

subscribed to, and read by, most parties in the natural gas supply industry on a daily 72 

basis. 73 

Q. Was this RFP process consistent with the process used for other requests for 74 

proposals issued by DEU for large capital projects and material procurement 75 

contracts? 76 

A. Yes. The process was overseen and administered by DEU’s Contract Administration 77 

Department.  78 

Q. Did DEU offer potential respondents the opportunity to ask questions about the 79 

RFP?  80 

http://www.dominionenergy.com/utahrfp
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A. Yes. On January 14, 2019, the Company held a bidder’s conference where it answered 81 

prospective bidders’ questions. Fourteen people, representing potential bidders, attended 82 

the conference either in person or by phone. Participants asked numerous questions and 83 

the Company provided both verbal responses at the bidder’s conference, and written 84 

responses in a Question and Answer document that was posted and regularly updated on 85 

the RFP website.  86 

 Q. Can you describe the design requirements that were outlined in the RFP? 87 

A. Yes, DEU requested a solution that would provide up to 150,000 Dth/day with an optimal 88 

inlet delivery pressure of 650-720 psig and a total annual supply availability of between 89 

750,000 – 1,500,000 Dth. The range of pressures and volumes were given to allow 90 

respondents flexibility in developing their proposals. DEU bases this recommendation on 91 

its historical experience. As described in the Direct Testimony of Tina Faust, on January 92 

6, 2017, DEU experienced a supply shortfall of over 100,000 Dth/day. Because DEU’s 93 

system is growing, and because there is potential for weather to be much colder than it 94 

was on January 6, 2017, DEU recommends a higher level of supply to mitigate winter-95 

time shortfalls. In Docket 18-057-03, an expert witness for the Division of Public 96 

Utilities agreed, testifying: “And so I think the company did demonstrate that it had this 97 

need, and I would, my recollection, I think the shortfall on one of the days was like 98 

139,000 decatherms. And from that, I think the company came to the conclusion, and I 99 

am sure it was after they looked at the sizes of vaporization equipment and so forth, that 100 

they should put together something that met 150,000 decatherms a day, provide eight 101 

days of service and store 1.2 million decatherms of supply. So I found the company's 102 

conclusions to be reasonable”. Allen R. Neale, Hearing Transcript, Vol 2, at 381, Docket 103 

18-057-03. 104 

Q. What was the intent of the evaluation process? 105 

A. DEU’S evaluation process was intended to identify a supply reliability option that, taking 106 

into account all relevant factors, will allow DEU to provide safe and reliable service to its 107 

customers at the lowest reasonable cost. 108 
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Q. What criteria were used to evaluate the RFP responses?  109 

A.  The Company utilized the following price and non-price factors in evaluating all of the 110 

options, including the DEU-owned LNG Facility: 1) whether the proposal satisfies the 111 

Operational and In-Service Requirements contained in the RFP; 2) total annual customer 112 

cost of the proposal; 3) the long- and short-term impacts of the proposal, including any 113 

operational considerations; 4) technical, operational and financial viability of the 114 

proposal; 5) the impact of the proposed delivery location on DEU’s system, including any 115 

resulting costs or benefits; 6) reliability of the proposal, including but not limited to, any 116 

operational reliability benefits and design redundancy; 7) the risks addressed and/or 117 

presented by the proposal; 8) the financial impact on DEU, if any, other than the total 118 

annual cost to customers; 9) other identified benefits or risks associated with the 119 

proposal; and 10) other factors that were determined to be relevant.  120 

Q. Did you complete a summary of the RFP response evaluation? 121 

A. Yes. A summary of the evaluation is included as DEU Highly Confidential Exhibit 3.03. 122 

Q.  How many proposals were received in response to the RFP? 123 

A. As Mr. Mendenhall explains, DEU received proposals from three respondents. Magnum 124 

Energy Midstream (Magnum) provided three different options in its proposal. 125 

Prometheus Energy (Prometheus) provided two different options in its proposal. United 126 

Energy Partners, LLC (UEP) provided one option in its proposal. 127 

Q. Did DEU consider any other options in its evaluation? 128 

A. Yes. As indicated in the RFP, DEU evaluated proposals in response to the RFP to the 129 

DEU-owned LNG Facility using the same criteria outlined in the RFP.  130 

III. MAGNUM OPTION 1 131 

Q.  Please describe the first option provided by Magnum. 132 

A.  ************************************************************************ 133 
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************************************************************************134 

*********************************************************************** 135 

*********************************************************************** 136 

*********************************************************************** 137 

*********************************************************************** 138 

********************************************************************** 139 

*********************************************************************** 140 

*********************************************************************** 141 

*********************************************************************** 142 

************************************************************************  143 

************************************************************************144 

*********************************************************************** 145 

************************************************************************ 146 

*********************************************************************** 147 

*********************************************************************** 148 

***********************************************************  149 

Q.  Do you have any safety concerns with the gas storage under Magnum Option 1? 150 

A. No. Salt cavern storage is a proven safe method of storing natural gas. 151 

Q.  Is this the least-cost option? 152 

A.  No. As detailed in the Direct Testimony of Kelly B Mendenhall, Magnum Option 1 is not 153 

the least-cost option. 154 

Q.  Did this option provide acceptable contract terms?  155 

A.  The proposal represented *********************************** However, as 156 

described in Mr. Mendenhall’s testimony, ************************************* 157 

******************************  158 

Q. Does this option meet the design and technical requirements set out in the RFP? 159 
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A. The Magnum Option 1 proposal meets most of the design and technical requirements set 160 

out in the RFP. However, ************************************************   161 

*********************************************************************** 162 

**************  163 

Q. Would this option provide supply delivered to the Optimal Delivery Location as 164 

discussed in the Direct Testimony of Michael L. Platt? 165 

A. ***********************************************************************    166 

************************************************************************167 

*********************************************************************** 168 

***************************************** 169 

Q. Does this option meet the operational requirements set out in the RFP? 170 

A. Yes.  171 

Q.  Does the Company have any concerns with the financial viability of this option? 172 

A.  ********************************************************************** 173 

************************** 174 

Q.  Are there any reliability concerns with this option? 175 

A.  Yes. Salt cavern storage is a proven reliable method of storing natural gas. However, 176 

Magnum is not currently serving any natural gas storage customers, so its reliability is 177 

unknown. Additionally, the proposed storage facility is geographically remote and is 178 

subject to many of the same risks as other remote supply resources, including landslides, 179 

flooding, earthquakes, human error, upstream facility design inadequacies and 180 

maintenance, cyber-attacks, and third-party damage as more fully discussed in DEU 181 

Exhibit 2.04. 182 

Q.  Could this option provide any ancillary benefits? 183 

A.  Magnum indicated that *************************************************** 184 
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**********************************************************************  185 

 **********************************************************************  186 

****************************************************** 187 

Q. Were any other risks identified that are associated with this option? 188 

A. Yes. ******************************************************************    189 

*******************************************************  190 

This proposal would require FERC permitting which could delay the project. 191 

The pipeline extensions associated with this option are subject to the same risks as other 192 

remote supply resources, including landslides, flooding, earthquakes, human error, 193 

upstream facility design inadequacies and maintenance, cyber-attacks, and third-party 194 

damage. 195 

IV. MAGNUM OPTION 2 196 

Q. Please describe the second option provided by Magnum. 197 

A.  In response to the RFP, Magnum proposed to meet the Company’s supply reliability 198 

needs with ************************************************************** 199 

*********************************************************************** 200 

*********************************************************************** 201 

*********************************************************************** 202 

*********************************************************************** 203 

******************************************* 204 

 *********************************************************************** 205 

***********************************************************************  206 

*********************************************************************** 207 

*********************************************************************** 208 

*********************************************************************** 209 
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*********************************************************************** 210 

*********************************************************************** 211 

******* This option in total is referred to as Magnum Option 2. 212 

Q.  Do you have any safety concerns with the gas storage under Magnum Option 2? 213 

A. No. Salt cavern storage is a proven safe method of storing natural gas. 214 

Q.  Is this the least-cost option? 215 

A.  No. As detailed in the Direct Testimony of Mr. Mendenhall, the Magnum Option 2 is not 216 

the lowest reasonable cost option. 217 

Q.  Did this option provide acceptable contract terms?  218 

A.  Yes. The proposal represented ********************************** However, as 219 

described in Mr. Mendenhall’s testimony, ************************************ 220 

************************* 221 

Q. Does this option meet the design and technical requirements set out in the RFP? 222 

A. The Magnum Option 2 proposal meets most of the design and technical requirements set 223 

out in the RFP, except ************************************ ************** 224 

*********************************** 225 

Q. Would this option provide supply delivered to the Optimal Delivery Location as 226 

discussed in the Direct Testimony of Michael L. Platt? 227 

A. ********************************************************************** 228 

********************************************************************** 229 

********************************************************************** 230 

********************************************************************** 231 

*************** 232 

Q. Does this option meet the operational requirements set out in the RFP? 233 
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A. Yes.  234 

Q.  Does the Company have any concerns with the financial viability of this option? 235 

A.  ********************************************************************** 236 

************************* 237 

Q.  Are there any reliability concerns with this option? 238 

A.  Yes. Salt cavern storage is a proven reliable method of storing natural gas. However, 239 

Magnum is not currently serving any natural gas storage customers, so its reliability is 240 

unknown. Additionally, the proposed storage facility is geographically remote and is 241 

subject to many of the same risks as other remote supply resources, including landslides, 242 

flooding, earthquakes, human error, upstream facility design inadequacies and 243 

maintenance, cyber-attacks, and third-party damage.  244 

Q.  Could this option provide any ancillary benefits? 245 

A.  Magnum indicated that **************************************************** 246 

***********************************************************************  247 

 *********************************************************************** 248 

******************************************************** 249 

 Q. Were any other risks identified that are associated with this option? 250 

A. Yes. *******************************************************************  251 

*********************************************************  252 

This proposal would require FERC Permitting which could delay the project. 253 

The pipeline associated with this option is subject to the same risks as other remote 254 

supply resources, including landslides, flooding, earthquakes, human error, upstream 255 

facility design inadequacies and maintenance, cyber-attacks, and third-party damage. 256 

V. MAGNUM OPTION 3 257 
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Q. Please describe the third option provided by Magnum. 258 

A.  In response to the RFP, Magnum proposed to meet the Company’s supply reliability 259 

needs with ************************************************************** 260 

*********************************************************************** 261 

*********************************************************************** 262 

*********************************************************************** 263 

*********************************************************************** 264 

*************************************************** 265 

*********************************************************************** 266 

***********************************************************************  267 

*********************************************************************** 268 

***********************************************************************  269 

*********************************************************************** 270 

*********************************************************************** 271 

*********************************************************************** 272 

******************************************************This option in total is 273 

referred to as Magnum Option 3. 274 

Q.  Do you have any safety concerns with gas storage under Magnum Option 3? 275 

A. No. Salt cavern storage is a proven safe method of storing natural gas. 276 

Q.  Is this the least-cost option? 277 

A.  No. As detailed in the Direct Testimony of Mr. Mendenhall, the Magnum Option 3 is not 278 

the lowest reasonable cost option. 279 

Q.  Did this option provide acceptable contract terms?  280 

A.  Yes. The proposal represented ********************************  281 

Q. Does this option meet the design and technical requirements set out in the RFP? 282 
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A. Magnum Option 3 proposal meets most of the design and technical requirements set out 283 

in the RFP, except ******************************************************** 284 

*************************** 285 

Q. Would this option provide supply delivered to the Optimal Delivery Location as 286 

discussed in the Direct Testimony of Michael L. Platt? 287 

A. *********************************************************************** 288 

*********************************************************************** 289 

*********************************************************************** 290 

***********************************************************************  291 

************** 292 

Q. Does this option meet the operational requirements set out in the RFP? 293 

A. Yes.  294 

Q.  Does the Company have any concerns with the financial viability of this option? 295 

A.  *********************************************************************** 296 

**************************  297 

Q.  Are there any reliability concerns with this option? 298 

A.  Yes. Salt cavern storage is a proven reliable method of storing natural gas. However, 299 

Magnum is not currently serving any natural gas storage customers, so its reliability is 300 

unknown. Additionally, the proposed storage facility is geographically remote and is 301 

subject to many of the same risks as other remote supply resources, including landslides, 302 

flooding, earthquakes, human error, upstream facility design inadequacies and 303 

maintenance, cyber-attacks, and third-party damage.  304 

Q.  Could this option provide any ancillary benefits? 305 

A.  Magnum indicated that *************************************************** 306 

*********************************************************************** 307 
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 *********************************************************************** 308 

********************************************************** 309 

 Q. Were any other risks identified that are associated with this option? 310 

A. Yes. ******************************************************************* 311 

********************************************************************** 312 

This proposal would require FERC Permitting which could delay the project. 313 

The pipeline associated with this option is subject to the same risks as other remote 314 

supply resources, including landslides, flooding, earthquakes, human error, upstream 315 

facility design inadequacies and maintenance, cyber-attacks, and third-party damage. 316 

VI. PROMETHEUS OPTION 1 317 

Q. Please describe the first option provided by Prometheus. 318 

A.  In response to the RFP, Prometheus proposed to meet the Company’s supply reliability 319 

needs with ************************************************************** 320 

*********************************************************************** 321 

*********************************************************************** 322 

*********************************************************************** 323 

******************************************************  324 

*********************************************************************** 325 

*********************************************************************** 326 

*********************************************************************** 327 

*********************************************************************** 328 

*********************************************************************** 329 

***********************************************************************  330 

****************************************** This option in total is referred to as 331 

Prometheus Option 1. 332 
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Q.  Do you have any safety concerns with Prometheus Option 1? 333 

A. No. ******************************************************************** 334 

*********************************************************************** 335 

*********************************************************************** 336 

*********************************************************************** 337 

*********************************************************************** 338 

************************************* 339 

Q.  Is this the lowest reasonable cost option? 340 

A.  No. As detailed in the Direct Testimony of Mr. Mendenhall, the Prometheus Option 1 is 341 

not the lowest reasonable cost option. 342 

Q.  Did this option provide acceptable contract terms?  343 

A.  No. ******************************************************************** 344 

*********************************************************************** 345 

*********************************************************************** 346 

*********************************************************************** 347 

*********************************************************************** 348 

**********  349 

Q. Does this option meet the design and technical requirements set out in the RFP? 350 

A. Yes. *********************************************************** meets the 351 

design and technical requirements set out in the RFP. 352 

Q. Would this option provide supply delivered to the Optimal Delivery Location as 353 

discussed in the Direct Testimony of Michael L. Platt? 354 

A. Yes. This proposal would be well positioned to meet all of the supply reliability 355 

requirements. 356 

Q. Does this option meet the operational requirements set out in the RFP? 357 
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A. Yes.  358 

Q.  Do you have any concerns with the financial viability of this option? 359 

A.  *********************************************************************** 360 

*********************************************************************** 361 

*********************************************************************** 362 

************************************************** 363 

Q.  Are there any reliability concerns with this option? 364 

A.  No. ******************************************************************** 365 

*********************************************************************** 366 

*********************************************************************** 367 

*********************************************************************** 368 

*********************************************************************** 369 

*********************************************************************** 370 

*********************************************************************** 371 

*********************************************************************** 372 

*********************************************************************** 373 

******************* 374 

Q.  Could this option provide any ancillary benefits? 375 

A.  Yes. ******************************************************************* 376 

*********************************************************************** 377 

*********************************************************************** 378 

*********************************************************************** 379 

*********************************************************************** 380 

*********************************************************************** 381 

*********************************************************************** 382 

**************************************** 383 
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Q.  What other factors were considered in the evaluation? 384 

A. *********************************************************************** 385 

*********************************************************************** 386 

*********************************************************************** 387 

*********************************************************************** 388 

******* 389 

Q. Was timing of supply availability considered in the evaluation? 390 

A.  Yes. ******************************************************************* 391 

*********************************************************************** 392 

*********************************************************************** 393 

*********************************************************************** 394 

*********************************************************************** 395 

*********************************************************************** 396 

******************* 397 

Q. Were any other risks identified that are associated with this option? 398 

A. Yes. *******************************************************************   399 

********************************************************* 400 

************************************************************************401 

*********************************************************************** 402 

*********************************************************************** 403 

 *********************************************************************** 404 

*********************************************************************** 405 

***************************************  406 

VII. PROMETHUES OPTION 2 407 

Q. Please describe the second option provided by Prometheus. 408 
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A.  In response to the RFP, Prometheus proposed to meet the Company’s supply reliability 409 

needs with ************************************************************** 410 

*********************************************************************** 411 

*********************************************************************** 412 

***********************************************************  413 

*********************************************************************** 414 

*********************************************************************** 415 

*********************************************************************** 416 

*********************************************************************** 417 

*********************************************************************** 418 

*********************************************************************** 419 

********* 420 

*********************************************************************** 421 

*********************************************************************** 422 

*********************************************************************** 423 

*********************************************************************** 424 

*********************************************************************** 425 

*********************************************************************** 426 

***************** This option in total is referred to as Prometheus Option 2. 427 

Q.  Do you have any safety concerns with Prometheus Option 2? 428 

A. No. ******************************************************************** 429 

*********************************************************************** 430 

*********************************************************************** 431 

*********************************************************************** 432 

*********************************************************************** 433 

************************************ 434 

Q.  Is this the lowest reasonable cost option? 435 

A.  No. As detailed in the Direct Testimony of Mr. Mendenhall, the Prometheus Option 2 is 436 
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not the lowest reasonable cost option. 437 

Q.  Did this option provide acceptable contract terms?  438 

A.  No. ******************************************************************** 439 

*********************************************************************** 440 

*********************************************************************** 441 

*********************************************************************** 442 

*********************************************************************** 443 

********** 444 

Q. Does this option meet the design and technical requirements set out in the RFP? 445 

A. No. ******************************************************************** 446 

*********************************************************************** 447 

*********************************************************************** 448 

*********************************************************************** 449 

*********************************************************************** 450 

*************  451 

Q. Would this option provide supply delivered to the Optimal Delivery Location as 452 

discussed in the Direct Testimony of Michael L. Platt? 453 

A. Yes. This proposal would be well positioned to meet all of the supply reliability 454 

requirements regarding Optimal Delivery Location.  455 

Q. Does this option meet the operational requirements set out in the RFP? 456 

A. ********************************************************************** 457 

************** this proposal would meet the operational requirements as defined in the 458 

RFP. 459 

Q.  Do you have any concerns with the financial viability of this option? 460 

A.  ********************************************************************** 461 
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*********************************************************************** 462 

*********************************************************************** 463 

************************************************* 464 

Q.  Are there any reliability concerns with this option? 465 

A.  *********************************************************************** 466 

*********************************************************************** 467 

*********************************************************************** 468 

*********************************************************************** 469 

************************************************ 470 

*********************************************************************** 471 

*********************************************************************** 472 

*********************************************************************** 473 

*********************************************************************** 474 

*********************************************************************** 475 

*********************************************************************** 476 

******************* 477 

Q.  Could this option provide any ancillary benefits? 478 

A.  Yes.******************************************************************* 479 

*********************************************************************** 480 

*********************************************************************** 481 

*********************************************************************** 482 

*********************************************************************** 483 

*********************************************************************** 484 

*********************************************************************** 485 

*************************************** 486 

Q.  What other factors were considered in the evaluation? 487 

A. ***********************************************************************  488 



   
 
  
 

 DEU EXHIBIT 3.0 
DIRECT TESTIMONY OF  DOCKET NO. 19-057-13 
WILLIAM F. SCHWARZENBACH PAGE 20 

*********************************************************************** 489 

*********************************************************************** 490 

*********************************************************************** 491 

******* 492 

Q. Was timing of supply availability considered in the evaluation? 493 

A.  Yes. ******************************************************************* 494 

*********************************************************************** 495 

*********************************************************************** 496 

*********************************************************************** 497 

*********************************************************************** 498 

*********************************************************************** 499 

*********************************************************************** 500 

*********************************************************************** 501 

*********************************** 502 

 Q. Were any other risks identified that are associated with this option? 503 

A. Yes. ******************************************************************* 504 

******************************************************** 505 

*********************************************************************** 506 

*********************************************************************** 507 

***********************************************************************  508 

*********************************************************************** 509 

*********************************************************************** 510 

*********************************************************************** 511 

***********  512 

*********************************************************************** 513 

***********  514 
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VIII. UNITED ENERGY PARTNERS 515 

Q. Please describe the option provided by United Energy Partners. 516 

A.  In response to the RFP, United Energy Partners (UEP) proposed ******************* 517 

*********************************************************************** 518 

*********************************************************************** 519 

*********************************************************************** 520 

*********************************************************************** 521 

*********************************************************************** 522 

*********************************************************************** 523 

*********************************************************************** 524 

*********************************************************************** 525 

*********************************************************************** 526 

*********************************************************************** 527 

*********************************************************************** 528 

*********************************************************************** 529 

********************************************* This option in total is referred to 530 

as the UEP option. 531 

Q.  Do you have any safety concerns with the UEP option? 532 

A. No. ******************************************************************** 533 

*********************************************************************** 534 

*********************************************************************** 535 

*********************************************************************** 536 

***********************************************************************  537 

************************************** 538 

Q.  Is this the lowest reasonable cost option? 539 

A.  No. As detailed in the Direct Testimony of Mr. Mendenhall, the UEP Option is not the 540 

lowest reasonable option. 541 
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Q.  Did this option provide acceptable contract terms?  542 

A.  ***************************************************************  543 

Q. Does this option meet the design and technical requirements set out in the RFP? 544 

A. Yes.******************************************************************* 545 

*********************************************************************** 546 

*********************************************************************** 547 

********************************************** 548 

Q. Would this option provide supply delivered to the Optimal Delivery Location as 549 

discussed in the Direct Testimony of Michael L. Platt? 550 

A. *********************************************************************** 551 

*********************************************************************** 552 

*********************************************************************** 553 

********************************************************* 554 

Q. Does this option meet the operational requirements set out in the RFP? 555 

A. No. ******************************************************************** 556 

*********************************************************************** 557 

*********************************************************************** 558 

*********************************************************************** 559 

*********************************************************************** 560 

*********************************************************************** 561 

***********************************************************************  562 

************************************ 563 

Q.  Do you have any concerns with the financial viability of this option? 564 

A.  *********************************************************************** 565 

**********************************  566 
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Q.  Are there any reliability concerns with this option? 567 

A.  ********************************************************************* the 568 

service provided by the facility would be subject to all of the risks associated with 569 

delivery on a long distance interstate pipeline, including landslides, flooding, 570 

earthquakes, human error, upstream facility design inadequacies and maintenance, cyber-571 

attacks, and third-party damage.  572 

Q.  Could this option provide any ancillary benefits? 573 

A.  ********************************************************** 574 

Q. Were any other risks identified that are associated with this option? 575 

A. Yes. ******************************************************************* 576 

********************************************************** 577 

This proposal would require FERC Permitting which could delay the project. 578 

The pipeline associated with this option is subject to the same risks as other remote 579 

supply resources, including landslides, flooding, earthquakes, human error, upstream 580 

facility design inadequacies and maintenance, cyber-attacks, and third-party damage. 581 

IX. DEU-OWNED LNG FACILITY 582 

Q. Please describe the option for an on-system LNG facility owned and operated by 583 

DEU. 584 

A.  Under this option, the Company would construct, own, and operate an LNG storage 585 

facility on its system near its demand center along the Wasatch Front. This would be an 586 

LNG facility with liquefaction/ vaporization capabilities. This facility would be designed 587 

to provide up to 150,000 Dth/day of deliverability. 588 

This on-system facility would be owned and operated by Dominion Energy, allowing the 589 

utility complete operational control over the facility and the deliveries into the DEU 590 
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system. This option would include liquefaction capabilities, including the ability to 591 

liquefy gas throughout the summer months for use during the heating season. This option 592 

in total is referred to as the DEU-owned LNG Facility option. 593 

Q.  Do you have any safety concerns with the DEU-owned LNG Facility option? 594 

A. No. LNG storage is a proven safe method of storing natural gas. The facility would be 595 

sited, designed, constructed, operated and maintained in accordance with the 596 

requirements of strict Federal Safety Regulations (United States Department of 597 

Transportation (DOT), 49 CFR, Part 193). Dominion Energy can also draw on its 598 

affiliate’s extensive experience with safely operating LNG facilities. The DEU-owned 599 

LNG Facility would be subject to inspections by Federal Pipeline and Hazardous 600 

Materials Safety Administration (PHMSA) and Utah Commission regulators. 601 

Q.  Is this the lowest reasonable cost option? 602 

A.  Yes. As detailed in the Direct Testimony of Mr. Mendenhall, the DEU-owned LNG 603 

Facility option is the lowest reasonable cost option. 604 

Q.  Did this option provide acceptable contract terms?  605 

A.  This proposal would not require a contract with a third party. It would be owned and 606 

operated by DEU.  607 

Q. Does this option meet the design and technical requirements set out in the RFP? 608 

A. Yes. The DEU-owned LNG Facility option meets the design requirements of the RFP. 609 

Q. Would this option provide supply delivered to the Optimal Delivery Location as 610 

discussed in the Direct Testimony of Michael L. Platt? 611 

A. Yes. This proposal would be well positioned to meet all of the supply reliability 612 

requirements. 613 

Q. Does this option meet the operational requirements set out in the RFP? 614 
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A. Yes.  615 

Q.  Do you have any concerns with the financial viability of this option? 616 

A.  No. Dominion Energy has the experience and available funding to construct this project 617 

in the time frame indicated in the RFP. The financial viability of this option is discussed 618 

in detail in section IV of the Direct Testimony of Mr. Mendenhall. 619 

Q.  Are there any reliability concerns with this option? 620 

A.  No. The DEU-owned LNG Facility would provide the maximum amount of supply 621 

reliability as it would be owned and operated by Dominion Energy, and would be located 622 

close to the DEU demand center. The DEU-owned LNG Facility could provide up to 623 

150,000 Dth of supply when needed without any reliance on third-party suppliers or 624 

interstate pipelines.  625 

The DEU-owned LNG Facility’s close proximity to the DEU Demand Center also 626 

mitigates the reliability risks outlined in DEU Exhibit 2.04 including 1) freeze-offs of 627 

upstream production, gathering and processing facilities, 2) force majeure events such as 628 

earthquakes, land movement, floods or washouts that may impact pipelines, 3) external 629 

factors such as third-party damage, 4) maintenance shut-downs on compressors, 630 

processing plants, or other pipeline facilities, and 5) time delays due to the physical 631 

transportation of the gas from distant locations. 632 

Q.  Could this option provide any ancillary benefits? 633 

A.  Yes. The proposed facility could provide LNG to serve outlying communities that 634 

currently do not have natural gas service. Some communities such as Kanab, Green 635 

River, and Wendover are distant from the DEU system and could be more economically 636 

served by satellite LNG compared with a mainline extension. The DEU-owned LNG 637 

Facility on the Wasatch Front could be used to fill trucks to transport LNG to these 638 

remote locations. 639 

Q. Could the DEU-owned LNG Facility be used to provide operational benefits during 640 
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peak hours? 641 

A.  Yes. The DEU-owned LNG Facility could be used to provide operational benefits, such 642 

as offsetting approximately 25,000 Dth/day of peak-hour service.  643 

Q. Were there any other risks identified that are associated with this option? 644 

A. No. 645 

Q.  What other factors were considered in the evaluation? 646 

A. DEU considered that converting and storing natural gas in liquid form is a proven and 647 

safe technology with over 100 such facilities in use across the country. Twenty other 648 

natural gas utilities have LNG facilities for supply reliability. Locating the DEU-Owned 649 

LNG Facility on the DEU system would also eliminate the need to transport the gas over 650 

long distances to its system. 651 

Q. Was timing of supply availability considered in the evaluation? 652 

A.  Yes. A DEU-owned and operated facility could be kept ready to operate when supply 653 

shortfalls are most likely. This would provide rapid supply availability. Withdrawing 654 

from the facility would not be subject to any constraints such as nomination cycles or 655 

travel time for supplies and could be used to directly match demand on the DEU system. 656 

Withdrawals from the DEU-owned LNG Facility would be directly injected into the 657 

Dominion Energy feeder line system. There would be no timing concerns with the 658 

transportation of the supply to the DEU system. This is one of the strongest benefits of an 659 

on-system storage facility. The natural gas utility has complete control over when and 660 

how to use the storage to mitigate shortfalls. As I referenced earlier, it is a prudent 661 

practice adopted by numerous other LDCs. 662 

Q. Has the Company evaluated all known options? 663 

A. Yes. As referenced in Docket 18-057-03, DEU reviewed numerous options to solve the 664 

supply reliability problem, including a DEU-owned LNG Facility. See DEU Highly 665 
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Confidential Exhibit 2.11, Docket No. 18-057-03. The Company now has also issued an 666 

RFP and considered and analyzed all of the options presented by respondents as well as 667 

the DEU-owned LNG Facility. After that thorough analysis, the Company has concluded 668 

that the DEU-Owned LNG Facility would be the best, lowest reasonable-cost resource to 669 

provide supply reliability and that the majority of the other options were not viable. By 670 

issuing a public RFP and evaluating the responses along with a Company-owned 671 

solution, DEU has captured all known viable options. Any options that require third-party 672 

resources that were not proposed as a response to the RFP should not be considered as 673 

available options.  674 

Q.  What is your conclusion regarding the RFP evaluation? 675 

A.  DEU has considered and evaluated all of the proposals provided in response to its RFP 676 

for options to meet the Company’s commitment and statutory obligation to provide safe 677 

and reliable service to its customers. The recommended approach for DEU to ensure safe 678 

and reliable service, even during periods of supply shortfalls is to construct, own, and 679 

operate an on-system LNG storage facility.  680 

The DEU-owned LNG Facility provides the lowest reasonable cost option and the highest 681 

reliability. This solution also has significant advantages over other options. For example, 682 

such a facility would provide supply independence in times of supply shortfall. 683 

Withdrawing from the DEU-owned LNG Facility would not be subject to NAESB 684 

nomination cycle constraints or upstream supply risks that are associated with many of 685 

the other alternatives the Company considered as solutions to supply disruptions. The 686 

LNG supply could be used to directly match demand on the DEU system in the event of 687 

an upstream supply disruption. Withdrawals from the facility would feed directly into the 688 

DEU feeder line system and ensure supply reliability with the best system pressures. 689 

Additionally, the on-system facility would be owned and operated by the Company, 690 

giving it complete control of the facility. 691 

On-system storage provides reliability and flexibility that other supply options cannot 692 

match. Reliability is an attribute that cannot be overstated. This alternative provides 693 
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supply reliability when upstream sources fall short. Gas from on-system storage does not 694 

need to be purchased or nominated at the time of need, and may be brought onto the 695 

distribution system on short notice. With a 15 million gallon LNG storage tank the 696 

Company could vaporize at 150,000 Dth/day and be able to maintain pressure for firm 697 

customers in the event of supply shortfalls or other system emergencies. Proximity to the 698 

demand center provides immediate system support and is not dependent on long 699 

transmission pipelines that are subject to a variety of risks such as land movement, third 700 

party excavation damage, forest fires, floods, washouts, corrosion, regulatory shutdowns, 701 

and other force majeure events.  702 

The DEU-owned LNG Facility option also has additional benefits beyond supply 703 

reliability. It could provide peak-hour system support and flexibility to offset purchases 704 

when supply is limited. It also could be used to provide natural gas service to remote 705 

communities that do not currently have natural gas availability and would be more 706 

economically served by satellite LNG than a mainline extension. The availability of on-707 

system LNG would prove advantageous in responding to emergencies.  708 

Q. Can you summarize your recommendation? 709 

A. Yes. Based on my analysis of each proposal in response to the RFP and my review of 710 

other options in the prior docket, the DEU-owned LNG Facility is the lowest reasonable 711 

cost option and the most reliable. Additionally, recent events impacting supply 712 

deliverability to the DEU system and examples impacting other LDCs in other areas of 713 

the country, there is a risk that during a cold weather event, or other unpredictable supply 714 

shortfalls, at least a portion of Dominion Energy Utah’s gas supply could be disrupted. 715 

Based on the Company’s evaluation of costs, risks and reliability, the DEU-owned LNG 716 

Facility is the lowest reasonable cost and most reliable option to offset these anticipated 717 

supply shortfalls. The Company recommends that the Commission find that the 718 

construction and operation of the on-system Company-owned DEU-owned LNG Facility 719 

is in the public interest and approve the Company’s Application in this matter. Approval 720 

of the Company’s resource decision, to construct the DEU-owned LNG Facility, is just, 721 

reasonable and in the public interest. 722 
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Q. Does this conclude your testimony? 723 

A. Yes.  724 
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