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APPLICATION

Questar Gas Company dba Dominion Energy Utah (Dominion Energy or the Company)
respectfully requests Utah Public Service Commission (Commission) approval of this Application
for an increase of $92,092,281 in its Utah natural gas rates. The driving force behind the price
increase requested in this Application is the under-collected 191 account commodity balance. In
December, 2022, gas prices increased substantially as a result of increased electric demand and
below-average storage levels in the Pacific states. An ongoing drought in the west has driven
down hydroelectric production and natural gas electric production is replacing that demand. The
information contained in this Application is based on the December 2022 average of projected gas
prices from two nationally recognized forecasting organizations and reflects Utah gas costs of
$781,470,125. The Company proposes an overall increase of $92,092,281 which includes a
decrease of $2,078,745 in the supplier non-gas (SNG) portion of rates and an increase of
$94,171,026 in the commodity portion of rates. The commodity portion of the $94,171,026
increase is comprised of a decrease of $69,172,935 base gas cost due to lower forecasted gas costs

for the test period and an increase of $163,343,961 in the 191 account December 2022 balance.



Therefore, a typical residential customer using 70 dekatherms per year will see an increase in their
total annual bill of $55.78 (or 6.43%).
In support of this Application, Dominion Energy states:

1. Dominion Energy’s Operations. Dominion Energy, a Utah corporation, is a public

utility engaged in the distribution of natural gas primarily to customers in the states of Utah and
Wyoming. Its Utah public utility activities are regulated by the Utah Public Service Commission,
and the Company’s rates, charges, and general conditions for natural gas service in Utah are set
forth in the Company’s Utah Natural Gas Tariff No. 600 (Tariff). Copies of the Company's
Articles of Incorporation are on file with the Commission. In addition, the Company serves
customers in Franklin County, Idaho. The rates for these Idaho customers are determined by the
Utah Commission pursuant to an agreement between the Commission and the Idaho Public
Utilities Commission. Volumes for these customers have been included in the Utah volumes.

2. Applicable Statutes. The Commission may grant relief requested in this case

pursuant to its general authority pursuant to Utah Code Ann. § 54-4-1 and the energy balancing
account authority embodied in Utah Code Ann. § 54-7-13.5 (2022).

3. Tariff Provision. The Commission has authorized Dominion Energy to implement

Account No. 191 of the Uniform System of Accounts to balance its gas costs with revenues. This
filing is made under §2.06 of the Tariff, pages 2-9 through 2-14, which sets forth procedures for
recovering gas costs shown in Account No. 191 by means of periodic and special adjustments to
rates and an amortization of that account over one year. Pursuant to the Order Approving
Dominion Energy’s Modifications to Tariff Section 2.06 in Docket No. 19-057-T01, this
Application categorizes costs based upon updated definitions of SNG and Commodity costs.

4. Test Year. The test year for this Application is based on expected sales, purchases,
transportation, gathering, storage, and royalties for the 12 months ending February 29, 2024. DEU
Exhibit 1.1 page 2 allocates system-wide costs to Utah and Wyoming jurisdictions on the basis of
either peak-day demand or commodity sales, as appropriate. The Company’s Liquified Natural
Gas facility (LNG facility) will only serve the Utah jurisdiction, and therefore costs associated
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with the LNG facility are directly assigned to Utah. The result of these all of the allocations
discussed in this paragraph is $781,470,125 in gas costs for Utah (DEU Exhibit 1.1 page 2, line
21).

5. Cost-of-Service Production. DEU Exhibit 1.2 page 1 shows the expected test-year

costs for gas produced for Dominion Energy by Dominion Energy Wexpro (Wexpro) under the
Wexpro I and Wexpro Il Agreements. System-wide, total costs for Dominion Energy’s production
are expected to be $272,165,275, as shown on line 13. These costs comprise the following

elements:

a. Royalty Payments. During the test year, Dominion Energy will make
royalty payments of $31,319,387 (DEU Exhibit 1.2, page 1, line 3) on Company-owned gas
produced under Wexpro I and royalty payments of $14,141,381 (DEU Exhibit 1.2, page 1, line 8)
on Wexpro II production. These royalty payments are based on projected well head volumes for
the test year and the price forecast for the test year explained below in paragraph 11.

b. Operator Service Fee. Dominion Energy pays Wexpro an operator service

fee for operating cost-of-service wells pursuant to the Wexpro I and Wexpro II agreements and
applicable settlement agreements. The Wexpro I operator service fee for gas produced from
productive gas wells for Dominion by Wexpro is expected to be $172,323,405 (DEU Exhibit 1.2,
page 1, line 4). The operator service fee for Wexpro 11 is expected to be $54,381,102 (DEU Exhibit
1.2, page 1, line 9). The Alkali Gulch acquisition as a Wexpro II property, in Docket No.
22-057-05, was approved in the Commission Order dated July 10, 2022. The projected volumes
and associated costs have been included in this Application.

c. DEU Exhibit 1.2, page 2, shows other revenues that are treated as direct
credits to gas costs, as required by the Commission in its Order in Docket No. 80-057-10 and as
revised by Commission Order in Docket No. 01-057-14. Other revenues of $42,153,988 are the

forecasted amounts for the 12 months of the test year as shown on DEU Exhibit 1.2, page 2, line



21. There are no anticipated credits for sales of gas under the Wexpro II Trail Unit Stipulation' in
this test period (line 20).

6. Summary of Gas-Related Gas Costs. DEU Exhibit 1.2, page 3 summarizes

Dominion Energy Wexpro’s total gas costs by component. The total forecasted costs and volumes
for Wexpro I, Wexpro II, and in total are shown on lines 8, 13, and 20, respectively.

a. Gathering Charges. Gathering charges are computed on the basis of

forecasted production and gathering volumes for the test period. A portion of Wexpro I gathering
services and the costs of that gathering continue to be provided under the terms of the 1993
system-wide gathering agreement as amended (Gathering Agreement). Other gathering charges
associated with Wexpro I are $1,414,923 (DEU Exhibit 1.2, page 3, line 6). Wexpro II volumes
are gathered under a separate agreement and are estimated to be $806,499 (DEU Exhibit 1.2, page
3, line 12). Wexpro acquired the majority of the Wexpro II gathering system in November 2021.
Charges for the use of these systems had previously been included shown as gathering charges.
Costs associated with the gathering systems are now included in the Wexpro II operator service
fee.

7. Purchased Gas Costs. Dominion Energy’s total purchased gas costs are calculated

to be $476,756,760 as shown in DEU Exhibit 1.2, page 4, line 6. For this test year, purchased gas
costs are projected to average $7.22391. These costs are based on projected gas purchase volumes,
existing contract terms, projected contracts, and a forecast of gas prices. In this case, the Company
has used an average of gas-price forecasts from S&P Global Platts and IHS Markit. These
purchased gas costs comprise the following elements:

a. Dominion Energy currently expects to purchase 31,994,000 Dths through
purchase contracts at a total cost of $303,566,876 as shown in DEU Exhibit 1.2, page 4, line 3.

b. In addition to purchase contracts, Dominion Energy anticipates buying
33,783,364 Dths on the spot market at a total estimated cost of $172,287,049 (DEU Exhibit 1.2,

page 4, line 4).

! The Commission approved the Wexpro II Trail Unit Stipulation in Docket No. 13-057-13.
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c. Also, Dominion Energy expects to contract in the future for an additional
219,668 Dths at a total estimated cost of $902,835 as shown on DEU Exhibit 1.2, page 4, line 5.

8. Storage Adjustment. DEU Exhibit 1.2, page 5, line 3 shows an adjustment that is

made to commodity prices due to the temporary difference between when gas is injected into and
withdrawn from storage. This adjustment fluctuates due to seasonal timing of injections and
withdrawals, along with the seasonal costs of gas going into and out of storage.

9. Working Storage Gas. The return on working storage gas for the most recent 12

months is $2,303,045 (DEU Exhibit 1.2, page 5, line 17).

10.  LNG. The Company’s voluntary request for pre-approval of its resource decision
to construct the LNG facility was approved by the Commission in an Order in Docket No.
19-057-13. The LNG facility was placed into service in the 4th quarter of 2022. The costs related
to the LNG facility are being recovered by the General Service (GS) and Firm Sales Service (FS)
customers in general rates. The commodity-related LNG costs will be recovered from GS and FS

customers in this Application and comprise the following elements:

a. LNG Purchased Gas. As stated in the October 31, 2022, Order in Docket

No. 22-057-16, the Division of Public Utilities (DPU) and the Company agreed the LNG tank will
be partially filled in the 2022-2023 heating season allowing for an operational test and withdrawal
availability. The Company will then continue filling the tank to capacity during the summer of
2023, for a total cost of $5,241,243 as shown in DEU Exhibit 1.2, page 6, line 1.

b. LNG Storage Adjustment. DEU Exhibit 1.2, page 6, line 4 shows an

adjustment that is made to commodity prices due to the temporary difference between when gas is
injected into and subsequently withdrawn from the LNG tank. This adjustment fluctuates due to
seasonal timing of injections and withdrawals, along with the seasonal costs of gas going into and
out of storage. The withdrawals shown are for 15% of the tank volume that must be vaporized
each year to cycle the tank to ensure the heat content of the LNG remains within the Company’s

Wobbe limit.



c. LNG Working Storage Gas Charges. The return on working storage gas

balances are estimated for the test period totaling $264,846 (DEU Exhibit 1.2, page 6, line 18).
When actuals become available in future pass-through Applications, the return will be calculated
using the most recent 12 months of actuals.

11.  Forecasted Gas Cost Comparison. Confidential DEU Exhibit 1.3 provides a

comparison of the gas price forecasts, as well as the average of the forecasts, for the test year.

12. Transportation. Dominion Energy incurs system-wide charges for transportation
of gas to its distribution system. The transportation, storage, and peak hour service costs are based
on upstream pipelines’ rates. These costs are calculated to be $73,181,007, as shown in DEU
Exhibit 1.4, page 1, line 30. These costs include the following elements:

a. MountainWest Pipeline  (MWP). MountainWest Overthrust Pipeline

(MWOP). and Kern River Gas Transmission Company (Kern River) Demand Rates. Annual

transportation demand charges to transport produced and purchased gas are calculated to be
$67,014,704 system-wide (DEU Exhibit 1.4, page 1, line 15). This includes a capacity release
credit of $2,502,678 (DEU Exhibit 1.4, page 1, line 5). The Company’s contract with MWOP
totals $166,056 (DEU Exhibit 1.4, page 1, line 7). This contract extends the path of capacity on
an existing contract with MWP. This contract allows the Company to purchase gas at a more
convenient location and transport it to the receipt point on a MWP contract.

b. MWP, MWOP, and Kern River Commodity Rates. The transportation

volumes in this Application reflect the level of Wexpro I and Wexpro II production and purchased-
contract gas transported during the test year and current FERC approved rates. Transportation
commodity charges are calculated to be $592,932 (DEU Exhibit 1.4, page 1, line 25).

C. Peak Hour Service. Peak-hour demand is the demand occurring during the

hours during the day when total customer usage is at its highest. Design-Day demand calculates
the total usage flowed during a 24-hour period (day), while the peak-hour demand is the maximum
flow rate during that day. The upstream pipelines that serve the Company can only meet those
usage levels above the Design-Day Demand on an operationally available (interruptible) basis. To
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guarantee firm service during peak-hour, Dominion Energy’s most recent agreement with Kern
River provides peak-hour services for a cost of $1,388,722 (DEU Exhibit 1.4, page 1, line 27).
Dominion Energy’s most recent agreement with MWP provides peak-hour services for a cost of
$1,648,076 (DEU Exhibit 1.4, page 1, line 28).

13. Storage Charges. Dominion Energy also incurs system-wide storage and working

gas charges for gas to be delivered during the winter heating season. These costs are $14,484,724
as shown in DEU Exhibit 1.4, page 2, line 13. The components of these costs are the following:

a. Storage Demand. The demand component of storage is calculated to be

$14,025,058 (DEU Exhibit 1.4, page 2, line 5).

b. Storage Commodity. The charges during the test year for injections to and

withdrawals from aquifer peaking and Clay Basin storage fields are calculated to be $459,666
(DEU Exhibit 1.4, page 2, line 12).

14. LNG Storage Related Electricity Costs. The process of liquifying natural gas

requires electricity. Electric costs will fluctuate with the liquefaction of natural gas for storage
into the LNG tank. Because these costs are directly related to the amount of gas that needs to be
liquified each year, they could be highly variable from year to year. Additionally, the rate paid for
these electricity costs could also fluctuate from year to year. These costs will be included in the
191 Account as stated in the July 28, 2022, Order in Docket No. 22-057-08. For the test year,
electricity costs of the LNG plant are estimated to be $2,295,625 (DEU Exhibit 1.4, page 2, line
14). When actual costs become available, the estimate will be replaced using the most recent 12
months of actuals. In an effort to provide additional transparency related to these electric costs,
the Company plans to provide an overview of the operation of the LNG facility, including
electricity costs as part of the heating season review in the annual integrated resource plan.

15.  Supplier Non-Gas Cost Class Allocation. In the Report and Order dated February

25,2020 in Docket No. 19-057-02, the Commission approved a new method for allocating supplier

non-gas costs to customers. This method allocates peak hour contract costs to transportation



customers. DEU Exhibit 1.4, page 3, shows the allocation of SNG costs to all classes, as approved
in that order.

16.  Unit Commodity Cost in Rates. DEU Exhibit 1.5, page 1, shows the derivation of

gas commodity unit costs to be reflected in Dominion Energy’s Utah rate schedules. The portion
of expected test-year gas costs to be recovered on a commodity basis is $693,297,116 (DEU
Exhibit 1.5, page 1, line 1) and LNG Costs to be recovered by the GS and FS rate classes on a
commodity basis is $946,229 (DEU Exhibit 1.5, page 1, line 2). The corresponding unit cost of
gas applicable to Utah rates for GS and FS customers is $5.99225/Dth (DEU Exhibit 1.5, page 1,
line 8). The unit cost of gas for Interruptible Sales (IS) and Natural Gas Vehicle (NGV) customers
is $5.98404 (DEU Exhibit 1.5, page 1, line 11 and 14).

17. Amortization of Commodity Portion of 191 Account Balance. The actual

December 31, 2022 191 Account commodity portion is under-collected, and the Company
proposes to amortize that under-collected portion of $225,045,280 by establishing a debit
amortization of $1.94243 (DEU Exhibit 1.5, page 1, lines 9, 12, and 15, column D). The under
collection grew by $163,343,962 because in December of 2022, purchase gas costs increased
substantially. The December costs exacerbated an the still under-collected account balance that
was caused, in large part, by high gas purchase costs that the Company incurred during the Texas
extreme weather event from February 12-17, 2021

18.  Net Unit Commodity Cost. The net result of the changes in gas costs, summarized

in paragraph 16, and the 191 Account amortization discussed in paragraph 17 yields a unit
commodity cost of $7.93468/Dth for GS and FS customers, an increase of $0.81303/Dth (DEU
Exhibit 1.5, page 1, line 10). Since IS customers do not pay for LNG costs, the unit commodity
rate for the IS class is $7.92647/Dth, an increase of $0.82103/Dth (DEU Exhibit 1.5, page 1, line
13).

19.  RIN (Renewable Identification Numbers) Proceeds from CNG. The Order issued

on October 30, 2020, for Docket No. 20-057-14 directed the Company “to continue to evaluate other
methods to more transparently account for the NGV RIN credit in the 191 Account model, rather than
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the method it used in this case in which it recognized the credit through the commodity portion of the
test year forecast.” The Company has evaluated and changed the method of handling the RIN proceed
to be recognized in the amortization rate rather than the commodity rate. This treats the RIN proceeds
similar to other known, or historical costs. In Docket No. 22-057-16, RIN proceeds were generated
through RNG (renewable natural gas) sales at the Company’s CNG Station. The RIN proceeds
totaled $139,370 (DEU Exhibit 1.5, page 1, footnote 4). A total of $46,582 is expected to be
amortized by March 1, 2023 with an amount of $92,788 remaining to be amortized. In addition,
new RIN proceeds have been received from September 2022 through December 2022 totaling
$75,754. The sum of remaining RIN proceeds and new RIN proceeds results in a total of $168,542
of RIN proceeds ($92,788 + $75,754) to be amortized over the test period. A credit of $0.58164
will reduce the commodity cost for NGV customers yielding a unit commodity cost of $7.34483
(DEU Exhibit 1.5, page 6, line 17, column B).

20. Supplier Non-Gas Costs. Since mid-1984, Dominion Energy’s rate structure has

incorporated a supplier non-gas component that reflects suppliers' non-gas costs billed to
Dominion Energy. The Company has been tracking this supplier non-gas component of its
Account No. 191 pursuant to the terms of its Tariff. The base test-year supplier non-gas costs are
$87,226,780 (DEU Exhibit 1.5, page 2, line 1).

a. Net Unit SNG Cost. Current rates, including the amortization, are estimated

to recover $92,549,144 in supplier non-gas costs (DEU Exhibit 1.5, page 2, line 6). DEU has
provided a calculation of the SNG rates at DEU Exhibit 1.5 page 3. The GS and FS
Summer/Winter differentials are also shown on pages 4 and 5 of DEU Exhibit 1.5.

b. Supplier Non-Gas Amortization. Consistent with the Division of Public

Utilities’ recommendation in Docket No. 11-057-08, the Company began amortizing the balance
in the SNG portion of the 191 account annually instead of semi-annually. The change was meant
to reduce volatility and interest costs by limiting the swings in the SNG account due to the changes
in the definitions of commodity and SNG costs determined in Docket No. 19-057-T01. The
Company now estimates that the SNG balance should swing between $14,000,000 over-collected
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and $14,000,000 under-collected. Therefore, the Company is proposing to continue to amortize
the $3,222,746 under-collected portion of this balance established in Docket No. 22-057-08 using
the forecasted volumes in this docket. The debit amortizations are shown on DEU Exhibit 1.5
page 3, lines 17-19.

C. In Docket No. 14-057-31, the Commission approved the Company’s
request to charge transportation customers for SNG costs associated with the services they use.
The Company began charging these customers a “Transportation Imbalance Charge” in February
2016 and began collecting from customers in March 2016. A total of $409,456 was collected from
transportation customers from September 2022 to December 2022 and included in the SNG
balance used to calculate the debit amortizations. The Company is submitting an application
concurrently with this Application to review and update the Transportation Imbalance Charge
based on the most recent 12 months of data. See Docket No. 23-057-03 for more information.

21. Change in Typical Customer's Bill. The annualized consolidated change in rates

calculated in this Application is an 6.43% increase, or an increase of $55.78 per year for a typical
GS residential customer using 70 dekatherms per year. The projected month-by-month changes

in rates are shown in DEU Exhibit 1.6.

22.  Proposed Tariff Sheets. Dominion Energy’s proposed Utah Tariff sheets reflect the
combination of the changes in commodity costs, and supplier non-gas costs allocable to Utah
customers (DEU Exhibit 1.7).

23. Combined Tariff Sheets. In addition to this pass-through Application, the

Company is also concurrently filing an Application for an adjustment to the Daily Transportation
Imbalance Charge in Docket No. 23-057-03. DEU Exhibit 1.8 shows the proposed rate schedules
that reflect the Tariff sheets that will be effective should the Commission approve both

applications.
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24.  Effect on Earnings. Because the rate sought in this Application is a pass through

of the direct costs of gas that Dominion Energy obtains for its customers, there will be no change
in the Company’s rate of return. Net profits are also unaffected except for the return on the changed
amount of working storage gas which was approved by the Commission in Docket No. 22-057-
03.

25.  Exhibits. Dominion Energy submits the following DEU Exhibits in support of its

request for an adjustment in its rates for natural gas service in Utah:
DEU Exhibit 1.1 ~ Summary of Pass-Through Costs
DEU Exhibit 1.2 Test-Year Commodity Costs
DEU Exhibit 1.3 Confidential Comparison of Gas Price Forecasts
DEU Exhibit 1.4  Test-Year SNG Costs
DEU Exhibit 1.5  Calculation of Commodity and SNG Rates
DEU Exhibit 1.6  Effect on GS Typical Customer
DEU Exhibit 1.7  Legislative/Proposed Tariff Sheets
DEU Exhibit 1.8  Combined Legislative/Proposed Tariff Sheets
WHEREFORE, Dominion Energy respectfully requests that the Commission, in
accordance with its authority, rules and procedures and the Company’s Tariff:
1. Enter an order authorizing Dominion Energy to implement an increase in rates and
charges applicable to its Utah natural gas service that reflect annualized gas costs of $781,470,125
as adjusted in DEU Exhibit 1.5 and as more fully set out in this Application and in DEU Exhibit

1.7.
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2. Authorize Dominion Energy to implement the revised rates effective March 1, 2023
on an interim basis.
DATED the Ist day of February 2023.
Respectfully submitted,
DOMINION ENERGY UTAH
P

4
Jenniffer Nelson Clark
Attorney for Dominion Energy Utah
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CERTIFICATE OF SERVICE

This is to certify that a true and correct copy of the Application was served upon the

following persons by e-mail on February 1, 2023:

Patricia E. Schmid

Patrick Grecu

Assistant Attorneys General

160 East 300 South

P.O. Box 140857

Salt Lake City, UT 84114-0857
pschmid@agutah.gov

pgrecu@agutah.gov

Counsel for the Division of Public Utilities

Robert J. Moore

Assistant Attorney General

500 Heber M. Wells Building

160 East 300 South

Salt Lake City, UT 84111
rmoore@agutah.gov

Counsel for the Office of Consumer
Services
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Chris Parker

Utah Division of Public Utilities
160 East 300 South

P.O. Box 146751

Salt Lake City, Utah 84114-6751
chrisparker@utah .gov

Michele Beck

Director

Office of Consumer Services
160 East 300 South

P.O. Box 146782

Salt Lake City, UT 84114-6782
mbeck@utah.gov
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