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·1· · · · · · · · · · · · ·PROCEEDINGS

·2· · · · · · · · · COMMISSIONER LEVAR:· This is Public

·3· ·Service Commission Docket #17-057-01 In the Matter

·4· ·of the Application of Questar Gas Company for

·5· ·approval of the Vermillion Acquisition as a Wexpro

·6· ·II Property.· Why don't we start with appearances

·7· ·for the Utility.

·8· · · · · · · · · MS. CLARK:· Thank you.· Jennifer

·9· ·Nelson Clark.· I'm an attorney for the applicant,

10· ·and I have with me Barrie McKay who is the director

11· ·of customer rates and regulation for Questar Gas;

12· ·and Brady Rasmussen, the vice president and general

13· ·manager of Wexpro Company.

14· · · · · · · · · COMMISSIONER LEVAR:· Thank you.

15· · · · · · · · · MS. SCHMID:· Good morning.· Patricia

16· ·E. Schmid with the Attorney General's Office

17· ·representing the Division of Public Utilities.· With

18· ·me this morning as the Division's witness is Douglas

19· ·W. Wheelwright.· Sorry, D. Wheelwright.

20· · · · · · · · · COMMISSIONER LEVAR:· That's an

21· ·important clarification.

22· · · · · · · · · MS. SCHMID:· It is.

23· · · · · · · · · MR. SNARR:· And my name is Steven W.

24· ·Snarr.· I'm counsel for the Office of Consumer

25· ·Services.· With me today is Gavin Mangelson, who is
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·1· ·a utility analyst.

·2· · · · · · · · · COMMISSIONER LEVAR:· Any preliminary

·3· ·matters before we go to Ms. Clark?

·4· · · · · · · · · MS. CLARK:· Yes.· We have a couple of

·5· ·housekeeping issues.· The first deals with

·6· ·confidential information.· The vast majority of Mr.

·7· ·McKay's summary that he will offer today is not

·8· ·confidential; however, there is a piece that sort of

·9· ·fits in the middle that we'll need to treat as

10· ·confidential information.· So for purposes of your

11· ·record and also if we're streaming, I wanted to note

12· ·that in advance.

13· · · · · · · · · And then the second matter that I

14· ·wanted to raise was the issue of cross-examination.

15· ·Counsel has spoken and if it's appropriate and if

16· ·you feel comfortable, we're happy to do all of the

17· ·summaries at the same time, and then perhaps have

18· ·questioning via the panel.· We recognize that

19· ·Mr. McKay will be our only testifying witness today.

20· ·We've brought Mr. Rasmussen with us in anticipation

21· ·of questions, so if that works with the Commission,

22· ·we think that would be an appropriate way to

23· ·proceed.

24· · · · · · · · · COMMISSIONER LEVAR:· And if there's

25· ·no objection from any other party -- and it sounds
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·1· ·like there's not -- to handling any potential

·2· ·cross-examination, that makes sense.

·3· · · · · · · · · With respect to the first issue, I

·4· ·think the way we'll need to handle that is if at the

·5· ·appropriate moment you want to make a motion to

·6· ·close the proceeding to the public, there's a

·7· ·required finding.· The Commission has to find that

·8· ·it's in the public interest to do so.· So we can

·9· ·deal with that at the appropriate time and make sure

10· ·that only appropriate people are in the room and the

11· ·streaming is discontinued for that portion.

12· · · · · · · · · MS. CLARK:· That raises one other

13· ·question in my mind, and it is possible, I guess,

14· ·during cross-examination and examination by the

15· ·Commission that they may also raise issues that are

16· ·confidential and so if I interject, I will apologize

17· ·for the rudeness in advance.

18· · · · · · · · · COMMISSIONER LEVAR:· If anyone asks a

19· ·question that you think would require any

20· ·confidential information, please jump in and stop us

21· ·before we keep going.

22· · · · · · · · · MS. CLARK:· Thank you.

23· · · · · · · · · COMMISSIONER LEVAR:· Any other

24· ·preliminary matters?· Okay, then, Ms. Clark.

25· · · · · · · · · MS. CLARK:· The Company calls
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·1· ·Mr. Barrie L. McKay.

·2· · · · · · · · · · · · ·BARRIE L. MCKAY,

·3· having been first duly sworn to tell the truth, was examined

·4· · · · · · · · · · and testified as follows:

·5· ·BY MS. CLARK:

·6· · · · Q.· ·Mr. McKay, will you state your name and

·7· ·business address for the record?

·8· · · · A.· ·Barrie L. McKay, and I think I'm at 333

·9· ·South State, Salt Lake City, Utah.

10· · · · Q.· ·And are you the same Barrie McKay that

11· ·filed pre-filed direct testimony in this matter

12· ·along with accompanying Exhibits 2.1, 2.2, and also

13· ·a Supplemental Exhibit 2.2.1-S?

14· · · · A.· ·Yes.

15· · · · Q.· ·Did you actively participate in this

16· ·docket and in the development of the Settlement

17· ·Stipulation of this before the Commission today?

18· · · · A.· ·I did.

19· · · · Q.· ·Can you please summarize that Settlement

20· ·Stipulation?

21· · · · A.· ·I can.· Turning to the Stipulation, I want

22· ·to at least touch these first few paragraphs -- I

23· ·don't need to go through them in detail -- but I do

24· ·want to recognize what's included in them.

25· ·Actually, the first paragraph in the Stipulation is
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·1· ·simply recognizing that both this Commission and the

·2· ·Wyoming Commission needs to approve these

·3· ·properties, or, shall we say, at least this

·4· ·stipulation before it becomes effective.

·5· · · · · · ·The first numbered paragraph is a

·6· ·reference back to Wexpro I, second one is a

·7· ·reference back to Wexpro II, third paragraph is a

·8· ·reference to the Trail Settlement Stipulation, and

·9· ·fourth paragraph is referencing the Canyon Creek

10· ·Settlement Stipulation, all of which govern how we

11· ·go about having these properties approved before the

12· ·Commission and then develop them and the criteria

13· ·that must be reached in order for them to continue

14· ·to be part of that.

15· · · · · · ·We then recognize that within the Wexpro

16· ·II agreement, there's two specific parts in

17· ·paragraph 5 that we were relying on and that

18· ·required us to come before both the Utah Commission

19· ·and the Wyoming Commission.· One paragraph

20· ·identifies that there are certain properties that we

21· ·shall bring before the Commission, and we have about

22· ·three of those -- we'll point those out in a

23· ·minute -- and then for the first time before any of

24· ·the Commissions, Questar Gas and Wexpro have brought

25· ·a couple of properties where it was our choice to do

http://www.litigationservices.com


Page 9
·1· ·that.

·2· · · · · · ·Then we simply summarize in paragraph 6

·3· ·the timing of the acquisition of the Kinney Unit,

·4· ·which was in April of 2015.· Paragraph 7 identifies

·5· ·the Trail, Whiskey Canyon, and the Canyon Creek

·6· ·Units and their purchase, which was in December of

·7· ·2015.· Then we did make the filing before this

·8· ·Commission the beginning of this year, January 9th,

·9· ·and we point out in this paragraph that it is the

10· ·Trail, the Kinney Unit, and the Canyon Creek

11· ·Override that fell into the category that we shall

12· ·or that we must bring that before the Commission.

13· ·All of those properties were in the Development

14· ·Drilling Area.· And then the Whiskey Canyon and the

15· ·Canyon Creek outside the PA -- that stands for

16· ·"outside the participating area" for properties that

17· ·was a choice or that we may bring them -- we

18· ·identify them in that paragraph.· We have properly

19· ·filed, including all of the information that was

20· ·thought of as we had the process of approving the

21· ·Wexpro II Agreement.· The Hydrocarbon monitor

22· ·performed his responsibilities in reviewing all of

23· ·that and filing his initial report within the seven

24· ·days of filing of our Application.· We obviously had

25· ·some scheduling conferences, we held two technical
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·1· ·conferences within the two dockets -- the one that

·2· ·is of importance here would be the February 2nd one

·3· ·that we held in Utah -- answered numerous data

·4· ·requests, filing direct testimony, and then in

·5· ·paragraph 14, the parties met for the first time on

·6· ·the 23rd of February along with the Hydrocarbon

·7· ·monitor.· I want to point that out, as you'll see

·8· ·here in a minute, we needed to rely on his expertise

·9· ·and actually his third-party verification for a

10· ·settled-upon change of how Wexpro will be developing

11· ·one of the properties, and he helped in that

12· ·process.· Then, simply, in 16 is the recognition

13· ·that this resolves all the issues in the docket

14· ·before this Commission.

15· · · · · · ·So the key things are the Terms and

16· ·Conditions, which begin in paragraph 17 where it's

17· ·identified that the Trail Unit and the Whiskey

18· ·Canyon Unit shall be approved as Wexpro II

19· ·properties.· In paragraph 18, we identify that the

20· ·Canyon Creek property, which includes the "outside

21· ·the participating area" as well as the overriding

22· ·royalties, will be approved as a Wexpro II property,

23· ·subject to a change in the way that Wexpro will

24· ·develop the properties.· And they will replace what

25· ·was originally anticipated as a horizontal well with
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·1· ·a vertical drilling program in an area outside the

·2· ·participating area.· And after those first three

·3· ·wells are drilled, Wexpro has agreed that they will

·4· ·bring the results, costs, the volumes that are

·5· ·anticipated before the parties and will not proceed

·6· ·with further drilling until that has happened, as

·7· ·well as the opportunity for the Hydrocarbon monitor

·8· ·to review the results of those first three wells and

·9· ·deem it reasonable in moving forward.

10· · · · · · ·And then as we worked through this, we

11· ·wanted to make sure that everybody realized that we

12· ·are agreeing to this approach, but we are also

13· ·recognizing that overarching the development of the

14· ·Canyon Creek Unit are still the criteria of the

15· ·issues that were settled in the Trail Stipulation,

16· ·as well as the Canyon Creek, which is the limiting

17· ·amount of volumes that Wexpro can provide to Questar

18· ·Gas, as well as needing to meet the 5-year forward

19· ·curve before they drill and meeting the

20· ·commerciality test.· So we make a reference to that

21· ·at the end of that paragraph.

22· · · · · · ·And I think, now, to provide further

23· ·clarity and to get some additional evidence on the

24· ·record, we've prepared a few, I guess we call them

25· ·hearing exhibits, but those are going to be
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·1· ·confidential.

·2· · · · · · · · · MS. CLARK:· They are, and if I can

·3· ·approach, I'll give you copies and we can just

·4· ·briefly make the motion and lay the reasoning for

·5· ·calling it confidential.

·6· · · · · · · · · COMMISSIONER LEVAR:· Okay.· So you'll

·7· ·provide us with three copies prior to the motion and

·8· ·to the two parties.· Okay.· Thank you.

·9· · · · · · · · · MS. CLARK:· The parties have them.

10· · · · · · · · · COMMISSIONER LEVAR:· They already

11· ·have them?· Okay.· Thank you.

12· · · · · · · · · MS. CLARK:· Now that we have them in

13· ·front of us, the Company would move that the hearing

14· ·be closed for the portion of Mr. McKay's testimony

15· ·when he testifies to these four exhibits you have in

16· ·front of you.· And if we can previously flip through

17· ·them, I would preface it by saying these are either

18· ·updates or supplements to exhibits that have been

19· ·previously filed as confidential exhibits.· You'll

20· ·note that the first one has some information related

21· ·to drilling and costs that the Company deems

22· ·confidential.· The second is supplemental to

23· ·Application Exhibit B.· It also contains future

24· ·drilling plans which the Company deems confidential.

25· ·The third that you can see has to do with total gas
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·1· ·supply, and the right-hand side of that exhibit

·2· ·contains some forecasts; and, again, the Company

·3· ·deems that forecast information to be confidential.

·4· · · · · · · · · And, finally, Confidential Hearing

·5· ·Exhibit 4 is the future drilling plan, Wexpro's

·6· ·future drilling plan for these properties, and the

·7· ·Company deems that confidential as well.· The

·8· ·Company would argue that· disclosure of this

·9· ·information would put it at a competitive

10· ·disadvantage for negotiations in the future, and it

11· ·would also cause the Company to disclose information

12· ·that it views proprietary.

13· · · · · · · · · COMMISSIONER LEVAR:· Thank you.· Is

14· ·there any objection to this motion.· Ms. Schmid?

15· · · · · · · · · MS. SCHMID:· No objection.

16· · · · · · · · · COMMISSIONER LEVAR:· Mr. Snarr?

17· · · · · · · · · MR. SNARR:· No objection.

18· · · · · · · · · COMMISSIONER LEVAR:· We find that it

19· ·is in the interest of the public to grant the motion

20· ·and to close the hearing to anyone who's not a party

21· ·until we complete discussion of confidential

22· ·information.· So we will discontinue streaming at

23· ·this point.· Is there anyone in the room -- I don't

24· ·know the names of everyone in the room, but if

25· ·everyone at the table is comfortable with those in

http://www.litigationservices.com


Page 14
·1· ·the room, then we can proceed.

·2· · · · · · · · · MS. CLARK:· It's fine.· I think we

·3· ·recognize everyone here.

·4· · · · · · · · · COMMISSIONER LEVAR:· Okay.· Do we

·5· ·have the streaming turned off?· Okay.· Thank you.

·6· · · ·(The following testimony was deemed confidential. )

·7· · · · · · · · · ///

·8· · · · · · · · · ///

·9· · · · · · · · · ///

10· · · · · · · · · ///

11· · · · · · · · · ///

12· · · · · · · · · ///

13· · · · · · · · · ///

14· · · · · · · · · ///

15· · · · · · · · · ///

16· · · · · · · · · ///

17· · · · · · · · · ///

18· · · · · · · · · ///

19· · · · · · · · · ///

20· · · · · · · · · ///

21· · · · · · · · · ///

22· · · · · · · · · ///

23· · · · · · · · · ///

24· · · · · · · · · ///

25· · · · · · · · · ///
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·1· · · · · · · · · (End of confidential testimony.)

·2· · · · · · · · · COMMISSIONER LEVAR:· We will reopen

·3· ·the meeting then to the public.· Any objection to

·4· ·reopening the meeting?· We'll start the streaming

·5· ·again.· Thank you.

·6· · · · · · · · · MS. CLARK:· The Company would now

·7· ·move for the admission of Confidential Hearing

·8· ·Exhibits 1, 2, 3, and 4.

·9· · · · · · · · · COMMISSIONER LEVAR:· Any objection to

10· ·that motion, Ms. Schmid?

11· · · · · · · · · MS. SCHMID:· No objection.

12· · · · · · · · · COMMISSIONER LEVAR:· Mr. Snarr?

13· · · · · · · · · MR. SNARR:· No objection.

14· · · · · · · · · COMMISSIONER LEVAR:· The motion is

15· ·granted.· Thank you.

16· ·BY MS. CLARK:

17· · · · Q.· ·Please proceed, Mr. McKay.

18· · · · A.· ·That gets us to paragraph 19.· In

19· ·paragraph 19, the parties agreed that the Kinney

20· ·Unit at this time would be withdrawn for

21· ·consideration before this Commission, and then we

22· ·would give Wexpro the opportunity to be able to

23· ·prove that this unit can be economically developed

24· ·if they can.· And based on a verification

25· ·recognizing that the Wexpro Agreement is
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·1· ·self-governing here, we know the Hydrocarbon monitor

·2· ·would be reviewing their work in that area and

·3· ·assuming that it can be economically developed, then

·4· ·we -- Questar Gas, Wexpro -- shall bring this

·5· ·property back before the Commission.· We're not

·6· ·committing the Commission or any parties that it has

·7· ·to become part of Wexpro I, but simply giving

·8· ·parties a free option, if you will, on this.· And

·9· ·our concern was, is that the way that the Wexpro II

10· ·Agreement, I think, contemplated properties being

11· ·brought before the Commission is that you would

12· ·bring a property and it would either be included or

13· ·not included, and that's the way we would live going

14· ·forward.· We didn't want that decision to have to be

15· ·made on this if the property looks promising, but

16· ·there wasn't enough evidence at this time, and we

17· ·agreed that we would delay that official decision

18· ·before this Commission by us withdrawing that.· And

19· ·then assuming that it's a good property and parties

20· ·don't want us -- if it doesn't prove to be a good

21· ·property -- to have us, quote, waste our time with

22· ·having to see that the numbers aren't good, we

23· ·recognize the Hydrocarbon monitor in the review of

24· ·that process will be able to satisfy that concern.

25· ·But if it can be economically developed, Wexpro and
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·1· ·Questar Gas would bring it back before the

·2· ·Commission and give the parties an option to have it

·3· ·become a Wexpro II property.

·4· · · · · · ·That leads us to paragraph 20, which

·5· ·they're in the process of discovery and

·6· ·negotiations.· There were concerns related to at

·7· ·least three areas, and we wanted to memorialize

·8· ·those and agree that -- assuming approval of the

·9· ·Settlement Stipulation in both Utah and Wyoming --

10· ·the parties would meet within 45 days and discuss

11· ·the mitigation of risks associated with other

12· ·participating areas.· Right now, our discussion has

13· ·been that it's not imminent, but we wanted to make

14· ·sure we all had an understanding of what that might

15· ·be out there and provide the evidence to make sure

16· ·everyone had understanding with it.

17· · · · · · ·We also wanted to evaluate the -- talk

18· ·about and discuss the evaluating and the

19· ·implementing of future sale or retirement exchange

20· ·of Wexpro I assets as their useful life comes to an

21· ·end, and then specifically talk about the timing.  I

22· ·think it's a little odd -- we will freely admit

23· ·that -- that time that happened between Wexpro

24· ·acquiring these properties and then bringing them

25· ·before the Commission has some unique circumstances,
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·1· ·but we wanted to discuss that timing which has not

·2· ·been specifically addressed.

·3· · · · · · ·Then the last paragraph in the Terms and

·4· ·Conditions is 21, and is essentially a paragraph

·5· ·that has existed in our other stipulations that

·6· ·recognizes that Wexpro -- the paragraphs in the

·7· ·Settlement Stipulation of Wexpro I are still in

·8· ·force as it relates to regulation, or, shall we say

·9· ·not regulation of Questar -- sorry, of Wexpro.· So

10· ·I'm going to make one more attempt on that.· This

11· ·paragraph refers to Wexpro and how they are not

12· ·considered a regulated entity, and that's spelled

13· ·out in the Wexpro I Agreement.

14· · · · · · ·The rest of this is the General Terms and

15· ·Conditions, stating that we feel that this is a just

16· ·and reasonable resolution of the issues and it's in

17· ·the public interest.· In paragraph 22, it doesn't

18· ·set any precedent as far as other issues bringing

19· ·before the Commission in the future.· We'll be happy

20· ·to provide witnesses, and I think you're seeing that

21· ·happen today.· And then, if, in fact, we're not

22· ·approved by the Commissions, how the parties would

23· ·respond and act.

24· · · · · · ·But in summary, we feel this is an

25· ·excellent resolution of the issues in this case, and
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·1· ·it's just and reasonable and ought to be approved by

·2· ·this Commission.

·3· · · · Q.· ·Does that conclude your summary?

·4· · · · A.· ·Yes.

·5· · · · · · · · · MS. CLARK:· Before the Company

·6· ·surrenders the floor, it would move for the

·7· ·admission pursuant to paragraph 24 of the

·8· ·Stipulation of those exhibits referenced in Questar

·9· ·Gas Company's Exhibit Index.· The parties and the

10· ·court reporter have been provided with the index,

11· ·and you will find it if you just open the cover of

12· ·the binder in front of you.· It includes the

13· ·exhibits -- the Application and the exhibits that

14· ·accompanied it, Exhibits A through P including

15· ·subparts.· It also includes the supplemental

16· ·information that was filed in this docket; the

17· ·direct testimony of Mr. McKay with accompanying

18· ·Exhibits 2.1, 2.2, and 2.2.1-S; and then also the

19· ·direct testimony of Brady B. Rasmussen, which is

20· ·Exhibit 3 with accompanying exhibits; Questar Gas

21· ·Exhibit 3.1, 3.2, 3.2.1-S, 3.3, 3.4, 3.5, 3.6, 3.7,

22· ·and we'll just say with the subparts of 3.7.· Those

23· ·were filed with the supplemental information and

24· ·3.8.

25· · · · · · · · · COMMISSIONER LEVAR:· Thank you.
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·1· ·Ms. Schmid, any objection to that motion?

·2· · · · · · · · · MS. SCHMID:· No objection.

·3· · · · · · · · · COMMISSIONER LEVAR:· Mr. Snarr?

·4· · · · · · · · · MR. SNARR:· No objection.

·5· · · · · · · · · COMMISSIONER LEVAR:· Okay.· The

·6· ·motion is granted.· Thank you.

·7· · · · · · · · · MS. CLARK:· Thank you.· The Company

·8· ·does not have any other witnesses to offer at this

·9· ·time.

10· · · · · · · · · COMMISSIONER LEVAR:· Okay.· With the

11· ·understanding there might be questions later, we

12· ·will move on to Ms. Schmid.

13· · · · · · · · · MS. SCHMID:· Thank you.· The

14· ·Division's witness this morning is Mr. Douglas D.

15· ·Wheelwright.· Could he please be sworn?

16· · · · · · · · · · ·DOUGLAS D. WHEELWRIGHT,

17· having been first duly sworn to tell the truth, was examined

18· · · · · · · · · · and testified as follows:

19· ·BY MS. SCHMID:

20· · · · Q.· ·Mr. Wheelwright, could you please tell us

21· ·by whom you are employed, your position, and your

22· ·business address?

23· · · · A.· ·Yes.· I'm a technical consultant with the

24· ·Division of Public Utilities.· My address is 160

25· ·East 300 South.
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·1· · · · Q.· ·On behalf of the Division, have you

·2· ·participated in this docket?

·3· · · · A.· ·Yes, I have.

·4· · · · Q.· ·Did that participation include preparing

·5· ·and causing to be filed DPU Exhibit No. 1.0 Direct,

·6· ·along with DPU Exhibit No. 1.01 Direct, 1.02, which

·7· ·were confidential, 1.01, 1.02 Redacted, and then DPU

·8· ·1.0 Direct, your corrected prefiled direct testimony

·9· ·along with redacted Exhibits 1.01 and 1.02?

10· · · · A.· ·Yes.

11· · · · Q.· ·Why was corrected prefiled direct

12· ·testimony filed?

13· · · · A.· ·The only correction to the original filing

14· ·was a change in our summary.· We removed some of the

15· ·redacted portion of that summary.

16· · · · · · · · · MS. SCHMID:· The Division would like

17· ·to move to admit the exhibits previously identified.

18· ·You also have been provided with an exhibit list.

19· · · · · · · · · COMMISSIONER LEVAR:· Mr. Snarr, any

20· ·objection to that motion?

21· · · · · · · · · MR. SNARR:· No objection.

22· · · · · · · · · COMMISSIONER LEVAR:· Ms. Clark?

23· · · · · · · · · MS. CLARK:· No objection.

24· · · · · · · · · COMMISSIONER LEVAR:· The motion is

25· ·granted.
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·1· · · · · · · · · MS. SCHMID:· Thank you.

·2· ·BY MS. SCHMID:

·3· · · · Q.· ·Mr. Wheelwright, did you participate in

·4· ·the settlement meetings?

·5· · · · A.· ·Yes, I did.

·6· · · · Q.· ·Do you have summary statements to provide?

·7· · · · A.· ·Yes, I do.

·8· · · · Q.· ·Please proceed.

·9· · · · A.· ·Thank you, Commissioners.· The objective

10· ·of the Wexpro II Agreement was to create a structure

11· ·and a mechanism that could potentially allow

12· ·additional properties to be included in future cost

13· ·of service gas production.· The Vermillion

14· ·Application before you today represents the third

15· ·time additional properties have been presented for

16· ·approval.· The Regional Application in this docket

17· ·represented the purchase of varying ownership

18· ·interest in four separate properties identified as

19· ·the Vermillion Acquisition.· In direct testimony,

20· ·the Division recommended approval of the additional

21· ·interest in the Trail property and approval of the

22· ·Whiskey Canyon property.· The Division expressed

23· ·concern with the original proposal for wells in

24· ·Canyon Creek and concerns with the cost of service

25· ·from the Kinney field.· In response, the Company
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·1· ·prepared a modification to the proposed drilling in

·2· ·Canyon Creek and prepared a revised cost of service

·3· ·calculation that excluded the additional ownership

·4· ·in the Kinney property.· These two modifications to

·5· ·the original Application are the basis for the

·6· ·Settlement Stipulation which has been signed by all

·7· ·the interested parties and has been outlined today

·8· ·by Mr. McKay.

·9· · · · · · ·The calculations and the assumptions used

10· ·in the original Application and the assumptions used

11· ·in the Settlement Stipulation have been reviewed and

12· ·evaluated by Mr. David Evans, the independent

13· ·Hydrocarbon monitor.· The first confidential report

14· ·from the Hydrocarbon monitor was filed with the

15· ·Commission on January 19th, and the second report

16· ·was filed on February 27th.· In both reports, Mr.

17· ·Evans indicated that in his opinion, the reserves

18· ·and associated economic information represented by

19· ·Wexpro were reasonable.· The specifics of the cost

20· ·of service price projections from this acquisition

21· ·are confidential, but have been included in Exhibits

22· ·L-1 through L-5 of the original filing and in

23· ·subsequent updates.· A comparison of the cost of

24· ·service price from the Vermillion properties along

25· ·with the total cost of service price for all of the
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·1· ·Wexpro production and the projected market price was

·2· ·included in my direct testimony.

·3· · · · · · ·The revised projections of Exhibit L-5

·4· ·with a modified drilling in Canyon Creek and

·5· ·excluding the Kinney property show a slight decrease

·6· ·in the total cost of service price for the three

·7· ·remaining Vermillion properties.· It should be noted

·8· ·that a total volume of natural gas production from

·9· ·the Vermillion Acquisition represents a small

10· ·percentage of the total Wexpro production and will

11· ·have a minor impact on the total price of cost of

12· ·service gas produced by Wexpro.

13· · · · · · ·The Division has reviewed the Company's

14· ·Application and subsequent updates and has

15· ·participated in the settlement negotiations.· Key

16· ·provisions of the stipulation will allow the Company

17· ·to resubmit the Kinney property in the future and

18· ·require further discussions with the Company to

19· ·clarify procedures for property sale or exchange and

20· ·potential expansion of participation area.

21· · · · · · ·It is the Division's recommendation that

22· ·the Commission approve the properties identified in

23· ·the Vermillion Settlement Stipulation and that these

24· ·properties be included under the Wexpro II

25· ·Agreement.· Approval of the Vermillion Acquisition
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·1· ·as a Wexpro II property represents the purchase of a

·2· ·long-term resource that could be advantageous to

·3· ·ratepayers for many years.· The Division believes

·4· ·the terms of the Stipulation Agreement taken as a

·5· ·whole are just and reasonable and are in the public

·6· ·interest.· That concludes my summary.

·7· · · · · · · · · MS. SCHMID:· Thank you.

·8· · · · · · · · · COMMISSIONER LEVAR:· That concludes

·9· ·your presentation?

10· · · · · · · · · MS. SCHMID:· That concludes the

11· ·Division's presentation.

12· · · · · · · · · COMMISSIONER LEVAR:· Thank you.

13· ·Mr. Snarr?

14· · · · · · · · · MR. SNARR:· Yes.· Thank you.

15· ·Appearing today in support of the Office of Consumer

16· ·Services is Gavin Mangelson.· He has prepared

17· ·testimony.· May he be sworn?

18· · · · · · · · · · · · ·GAVIN MANGELSON,

19· having been first duly sworn to tell the truth, was examined

20· · · · · · · · · · and testified as follows:

21· ·BY MR. SNARR:

22· · · · Q.· ·Mr. Mangelson, what is your name, business

23· ·address, and by whom are you employed?

24· · · · A.· ·My name is Gavin Mangelson.· My business

25· ·address is 160 East 300 South, Salt Lake City, Utah.
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·1· ·I'm a utility analyst for the Office of Consumer

·2· ·Services.

·3· · · · Q.· ·Did you submit prefiled direct testimony

·4· ·in this docket?

·5· · · · A.· ·Yes.· On February 21st, 2017, I submitted

·6· ·ten pages of confidential direct testimony.

·7· · · · · · · · · COMMISSIONER LEVAR:· Mr. Snarr, I'm

·8· ·sorry to interrupt, but I think you're not picking

·9· ·up on our streaming.· If you could maybe move the

10· ·microphone a little closer to you.

11· · · · · · · · · MR. SNARR:· Certainly.

12· · · · · · · · · COMMISSIONER LEVAR:· Thank you.

13· ·BY MR. SNARR:

14· · · · Q.· ·How is that testimony identified in the

15· ·proceeding here today?

16· · · · A.· ·As OCS-1-D.

17· · · · Q.· ·And are there any corrections or

18· ·modifications to that testimony as you present that

19· ·today?

20· · · · A.· ·No.

21· · · · · · · · · MR. SNARR:· We would move to have

22· ·Mr. Mangelson's· previously filed testimony to be

23· ·admitted as part of the record.

24· · · · · · · · · COMMISSIONER LEVAR:· Thank you.· Ms.

25· ·Schmid, do you have any objection to that?
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·1· · · · · · · · · MS. SCHMID:· No objection.

·2· · · · · · · · · COMMISSIONER LEVAR:· Thank you.· Ms.

·3· ·Clark?

·4· · · · · · · · · MS. CLARK:· No objection.

·5· · · · · · · · · COMMISSIONER LEVAR:· Thank you.· The

·6· ·motion is granted.

·7· ·BY MR. SNARR:

·8· · · · Q.· ·Mr. Mangelson, did you participate in the

·9· ·settlement discussions related to the issues raised

10· ·in this docket?

11· · · · A.· ·Yes.· I participated in the development of

12· ·the Vermillion Settlement Stipulation which has been

13· ·submitted to this Commission.· The Office of

14· ·Consumer Services is a party to that agreement.

15· · · · Q.· ·Have you prepared a statement or summary

16· ·of the Office's position?

17· · · · A.· ·Yes, I have.

18· · · · Q.· ·Could you please provide that?

19· · · · A.· ·Thank you.· Good morning, Mr. Chairman,

20· ·Commissioners.· The Office of Consumer Services

21· ·conducted detailed analysis of the proposal to

22· ·include new properties within the Wexpro II

23· ·Agreement.· In accordance with our statutory

24· ·mandate, we approached our analysis from the

25· ·perspective of residential and small commercial

http://www.litigationservices.com


Page 31
·1· ·customers who together represent a substantial

·2· ·portion of the customers receiving cost of service

·3· ·gas under the Wexpro Agreements.

·4· · · · · · ·The Office's direct testimony identified

·5· ·cost information for cost of service gas from each

·6· ·of the four properties individually and further

·7· ·divided those properties by existing proven

·8· ·developed producing, or PDP wells, and future

·9· ·development wells.· We included comparisons of this

10· ·cost information to current market rates.

11· · · · · · ·In addition to the cost analysis of the

12· ·proposed properties, the Office's Direct Testimony

13· ·identified other issues that are important to

14· ·consider in this and any future applications to

15· ·include properties under the Wexpro II Agreement.

16· ·These additional issues can be summarized into three

17· ·main points.· First, although a combination of

18· ·existing wells and new development wells may result

19· ·in a combined cost of service that is below market

20· ·prices, acceptance of these wells into the agreement

21· ·means that ratepayers will be required to purchase

22· ·the additional volumes that come from these existing

23· ·wells, even though prices may be, at times, above

24· ·market prices.

25· · · · · · ·Second, the cap on the level of Wexpro Gas
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·1· ·as a percentage of total gas supply established in

·2· ·the Canyon Creek Stipulation is a ceiling and should

·3· ·not be treated as a target for levels of Wexpro Gas.

·4· · · · · · ·And, third, declining volumes of Wexpro

·5· ·Gas should be replaced only if the additional

·6· ·volumes can be justified based on their independent

·7· ·advantage when compared to market prices.

·8· · · · · · ·The Office believes that the Vermillion

·9· ·Settlement Stipulation filed on March 2, 2017 in

10· ·this docket reasonably satisfies the issues and

11· ·concerns that we identified.

12· · · · · · ·Cost information was used as the principal

13· ·basis for our recommendations for each individual

14· ·property, and cost information was the principal

15· ·factor in developing the terms of the Settlement

16· ·Stipulation.· Regarding the Whiskey Canyon and Trail

17· ·properties, the combined cost of service gas

18· ·produced from PDP and development wells from these

19· ·properties is expected to be below current rates.

20· ·Therefore, the Office supports the inclusion of

21· ·these properties into the Wexpro II Agreement as

22· ·stated in paragraph 17 of the Stipulation.

23· · · · · · ·Regarding the Canyon Creek property, I

24· ·will note that the Canyon Creek property referred

25· ·both to the overriding royalty interest of certain
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·1· ·wells within the participating area, as well as two

·2· ·additional properties outside of the current Canyon

·3· ·Creek participating area.· The Office originally

·4· ·opposed inclusion of the Canyon Creek property into

·5· ·the Wexpro II Agreement based on the uncertainty of

·6· ·resulting actual prices.· During the settlement

·7· ·talks, Wexpro agreed to make certain modifications

·8· ·to the anticipated drilling plan for this property.

·9· ·The changes to the drilling plan are explained in

10· ·paragraph 18, and initially provide for three

11· ·vertical wells in lieu of the horizontal well

12· ·described in the Application.· The revisions to

13· ·Wexpro's drilling plan for this property should

14· ·present less risk, result in lower cost of service

15· ·gas from the new wells, and thereby lower the price

16· ·of cost of service from the property as whole.

17· · · · · · ·Based on the conditions described in

18· ·paragraph 18, the Office supports inclusion of the

19· ·Canyon Creek property into the Wexpro II Agreement.

20· · · · · · ·Regarding the additional interest in the

21· ·Kinney property, cost of service gas from the

22· ·existing wells is currently above market prices, and

23· ·information about the single-development well

24· ·provided in the Application does not produce a

25· ·resulting cost of service gas price below current
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·1· ·market rates.· Parties believe that further

·2· ·exploration in that field may prove additional well

·3· ·sites that would result in a lower overall cost of

·4· ·service price from that area.· Therefore, paragraph

·5· ·19 provides for the withdrawal from consideration of

·6· ·the Kinney property at this time, along with a

·7· ·mechanism for the property to be brought before the

·8· ·Commission under the cost circumstances described in

·9· ·that paragraph.

10· · · · · · ·In conclusion, the Office submits that the

11· ·Vermillion Settlement Stipulation to Questar's

12· ·request for the inclusion of additional properties

13· ·under the Wexpro II Agreement will result in just

14· ·and reasonable rates and is in the public interest

15· ·and recommends that the Commission approve the

16· ·Settlement Stipulation.

17· · · · · · · · · MR. SNARR:· That concludes the

18· ·Office's presentation.

19· · · · · · · · · COMMISSIONER LEVAR:· Thank you.· Ms.

20· ·Clark, do you have any questions for any witnesses?

21· · · · · · · · · MS. CLARK:· I do not.· Thank you.

22· · · · · · · · · COMMISSIONER LEVAR:· Thank you.· Ms.

23· ·Schmid?

24· · · · · · · · · MS. SCHMID:· No questions.

25· · · · · · · · · COMMISSIONER LEVAR:· Thank you.· Mr.
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·1· ·Snarr?

·2· · · · · · · · · MR. SNARR:· No questions.

·3· · · · · · · · · COMMISSIONER LEVAR:· Commissioner

·4· ·White?

·5· · · · · · · · · COMMISSIONER WHITE:· With respect to

·6· ·the Kinney property, to the extent it's not

·7· ·confidential, what is the anticipated timing of the

·8· ·additional exploration of potential request for

·9· ·inclusion?

10· · · · · · · · · MS. CLARK:· I think the Company would

11· ·deem the answer to that question confidential, and I

12· ·think Mr. Rasmussen is probably best equipped to

13· ·answer it, and he needs to be sworn.

14· · · · · · · · · · · ·BRADY B. RASMUSSEN,

15· having been first duly sworn to tell the truth, was examined

16· · · · · · · · · · and testified as follows:

17· · · · · · · · · COMMISSIONER LEVAR:· Is there any

18· ·objection, Ms. Schmid, from closing the hearing to

19· ·hear the answer to this question?

20· · · · · · · · · MS. SCHMID:· No objection.

21· · · · · · · · · COMMISSIONER LEVAR:· Thank you.· Mr.

22· ·Snarr?

23· · · · · · · · · MR. SNARR:· No objection.

24· · · · · · · · · COMMISSIONER LEVAR:· We find it is in

25· ·the public interest to close this hearing to the
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·1· ·public to receive an answer to this question.· Will

·2· ·you let me know if the streaming is stopped?

·3· · · · ·(The following portion was deemed confidential.)

·4· · · · · · · · · ///

·5· · · · · · · · · ///

·6· · · · · · · · · ///

·7· · · · · · · · · ///

·8· · · · · · · · · ///

·9· · · · · · · · · ///

10· · · · · · · · · ///

11· · · · · · · · · ///

12· · · · · · · · · ///

13· · · · · · · · · ///

14· · · · · · · · · ///

15· · · · · · · · · ///

16· · · · · · · · · ///

17· · · · · · · · · ///

18· · · · · · · · · ///

19· · · · · · · · · ///

20· · · · · · · · · ///

21· · · · · · · · · ///

22· · · · · · · · · ///

23· · · · · · · · · ///

24· · · · · · · · · ///

25· · · · · · · · · ///
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·1· · · · · · · · · (Confidential portion ends.)

·2· · · · · · · · · COMMISSIONER LEVAR:· We will open the

·3· ·hearing then back to the public.· Thank you.· And I

·4· ·don't have any further questions.· Any final matters

·5· ·before we adjourn?

·6· · · · · · · · · MS. CLARK:· Yes, thank you,

·7· ·Commissioner.· Two matters:· One is that the Company

·8· ·recognizes that we will be before the Wyoming

·9· ·Commission on the 17th of this month; I believe

10· ·that's next Friday.· We would request, recognizing

11· ·that it would be helpful to have a decision from

12· ·this Commission prior to that hearing, we would

13· ·request a bench order.· We recognize that's a lot to

14· ·ask and if you are not prepared to do so, we would

15· ·simply request that we get some indication prior to

16· ·the Wyoming hearing.

17· · · · · · · · · The other matter would be the

18· ·Application did not identify an effective date.· We

19· ·would like to treat this matter the same way we have

20· ·treated prior Wexpro II matters and seek an

21· ·effective date of the first of the same month in

22· ·which the hearings were held.· So in this case, it

23· ·would be March 1st.· And I think that is all the

24· ·Company has to add.

25· · · · · · · · · COMMISSIONER LEVAR:· Let me ask for
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·1· ·one clarification.· If our Commission were to grant

·2· ·a bench ruling today with an effective date of

·3· ·March 1st and then subsequently issue a written

·4· ·order confirming that, and if the Wyoming Commission

·5· ·were to do a bench ruling with a subsequent written

·6· ·order, just looking at paragraph 20, when the 45

·7· ·days -- and that's not based on effective date but

·8· ·on Commission approval -- was it anticipated that

·9· ·that would run beginning with the first -- I'm

10· ·sorry, with the second bench ruling or with the

11· ·final written order?

12· · · · · · · · · MS. CLARK:· I think as a technical

13· ·matter, it is intended to run with the final ruling

14· ·that makes all of this effective.· That said, I can

15· ·tell you and assure you that the Company and the

16· ·parties have already been talking.· The Company is

17· ·conducting analysis, and we will be prompt about

18· ·that.

19· · · · · · · · · COMMISSIONER LEVAR:· When you say

20· ·final written ruling --

21· · · · · · · · · MS. CLARK:· I think it would be the

22· ·final bench ruling.· If we were to get, for example,

23· ·a bench ruling from Wyoming on the 17th, we would

24· ·deem the clock to begin running that day.

25· · · · · · · · · COMMISSIONER LEVAR:· Okay.· Any
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·1· ·difference of opinion, Ms. Schmid?

·2· · · · · · · · · MS. SCHMID:· The Division would

·3· ·support the issuance of a bench order.

·4· · · · · · · · · COMMISSIONER LEVAR:· Thank you.· Mr.

·5· ·Snarr?

·6· · · · · · · · · MR. SNARR:· We would agree with the

·7· ·running of the date as Ms. Clark has described.

·8· · · · · · · · · COMMISSIONER LEVAR:· Do you have any

·9· ·position on a bench ruling today?

10· · · · · · · · · MR. SNARR:· It would be nice to have

11· ·it.· We're here just to facilitate this process.

12· · · · · · · · · COMMISSIONER LEVAR:· Thank you.· Any

13· ·questions from Commissioner Clark or Commissioner

14· ·White on the motion for bench ruling?

15· · · · · · · · · COMMISSIONER WHITE:· Just to clarify,

16· ·is there any opposition to the effective date moving

17· ·to the first of the month?· Does that change the

18· ·position of the Office or the Division?

19· · · · · · · · · MS. SCHMID:· It does not change the

20· ·position of the Division.

21· · · · · · · · · MR. SNARR:· There's no objection to

22· ·that.

23· · · · · · · · · COMMISSIONER LEVAR:· Why don't we

24· ·then take a brief five-minute or so recess.· If we

25· ·need longer than that, we will send somebody in the
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·1· ·room to let you know that we might need longer.

·2· ·Thank you.

·3· · · · · · · · · (A brief recess was taken.)

·4· · · · · · · · · COMMISSIONER LEVAR:· We find that the

·5· ·Settlement Stipulation presented in this docket is

·6· ·just and reasonable and in the public interest, and

·7· ·we conclude that it is consistent with the relevant

·8· ·statutes and the previous Agreements and previous

·9· ·Wexpro matters.· We approve the Settlement

10· ·Stipulation with one change, and please let me know

11· ·if I have this change correct.· On the first page of

12· ·the Settlement Stipulation where it says, near the

13· ·bottom of page 1, "This Settlement Stipulation shall

14· ·be effective upon the entry of final order of

15· ·approval by both Commissions," I think we're

16· ·changing that sentence to say, "It will be effective

17· ·March 1, 2017 contingent on approval by those two

18· ·Commissions."· Please indicate to me if that change

19· ·is consistent with everybody's understanding.

20· · · · · · · · · MS. SCHMID:· Consistent with the

21· ·Division's understanding.

22· · · · · · · · · COMMISSIONER LEVAR:· Mr. Snarr?

23· · · · · · · · · MR. SNARR:· Yes, it's consistent.

24· · · · · · · · · COMMISSIONER LEVAR:· With that

25· ·change, we approve the Settlement Stipulation and we
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·1· ·will, subsequent to this hearing, issue a written

·2· ·order confirming that bench ruling.· Any other

·3· ·matters before we adjourn?

·4· · · · · · · · · MS. CLARK:· No.· Thank you.

·5· · · · · · · · · MS. SCHMID:· Nothing further from the

·6· ·Division.

·7· · · · · · · · · MR. SNARR:· Nothing further from the

·8· ·Office.

·9· · · · · · · · · COMMISSIONER LEVAR:· Thank you.

10· ·We're adjourned.

11· · · ·(The proceedings concluded at 10:05 a.m.)
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·1

·2· · · · · · · · · · · REPORTER'S CERTIFICATE

·3· · · · STATE OF UTAH· · )

·4· · · · COUNTY OF SUMMIT )

·5

·6· · · · · · · · · I, Mary R. Honigman, a Registered

·7· ·Professional Reporter, hereby certify:

·8· · · · · · · · · THAT the foregoing proceedings were

·9· ·taken before me at the time and place set forth in

10· ·the caption hereof; that the witness was placed

11· ·under oath to tell the truth, the whole truth, and

12· ·nothing but the truth; that the proceedings were

13· ·taken down by me in shorthand and thereafter my

14· ·notes were transcribed through computer-aided

15· ·transcription; and the foregoing transcript

16· ·constitutes a full, true, and accurate record of

17· ·such testimony adduced and oral proceedings had, and

18· ·of the whole thereof.

19· · · · · · · · · I have subscribed my name on this

20· ·20th day of March, 2017.

21

22· · · · · · · · · · · · · ____________________________
· · · · · · · · · · · · · · · · ·Mary R. Honigman
23· · · · · · · · · · · Registered Professional Reporter
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 1                         PROCEEDINGS

 2                  COMMISSIONER LEVAR:  This is Public

 3   Service Commission Docket #17-057-01 In the Matter

 4   of the Application of Questar Gas Company for

 5   approval of the Vermillion Acquisition as a Wexpro

 6   II Property.  Why don't we start with appearances

 7   for the Utility.

 8                  MS. CLARK:  Thank you.  Jennifer

 9   Nelson Clark.  I'm an attorney for the applicant,

10   and I have with me Barrie McKay who is the director

11   of customer rates and regulation for Questar Gas;

12   and Brady Rasmussen, the vice president and general

13   manager of Wexpro Company.

14                  COMMISSIONER LEVAR:  Thank you.

15                  MS. SCHMID:  Good morning.  Patricia

16   E. Schmid with the Attorney General's Office

17   representing the Division of Public Utilities.  With

18   me this morning as the Division's witness is Douglas

19   W. Wheelwright.  Sorry, D. Wheelwright.

20                  COMMISSIONER LEVAR:  That's an

21   important clarification.

22                  MS. SCHMID:  It is.

23                  MR. SNARR:  And my name is Steven W.

24   Snarr.  I'm counsel for the Office of Consumer

25   Services.  With me today is Gavin Mangelson, who is
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 1   a utility analyst.

 2                  COMMISSIONER LEVAR:  Any preliminary

 3   matters before we go to Ms. Clark?

 4                  MS. CLARK:  Yes.  We have a couple of

 5   housekeeping issues.  The first deals with

 6   confidential information.  The vast majority of Mr.

 7   McKay's summary that he will offer today is not

 8   confidential; however, there is a piece that sort of

 9   fits in the middle that we'll need to treat as

10   confidential information.  So for purposes of your

11   record and also if we're streaming, I wanted to note

12   that in advance.

13                  And then the second matter that I

14   wanted to raise was the issue of cross-examination.

15   Counsel has spoken and if it's appropriate and if

16   you feel comfortable, we're happy to do all of the

17   summaries at the same time, and then perhaps have

18   questioning via the panel.  We recognize that

19   Mr. McKay will be our only testifying witness today.

20   We've brought Mr. Rasmussen with us in anticipation

21   of questions, so if that works with the Commission,

22   we think that would be an appropriate way to

23   proceed.

24                  COMMISSIONER LEVAR:  And if there's

25   no objection from any other party -- and it sounds
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 1   like there's not -- to handling any potential

 2   cross-examination, that makes sense.

 3                  With respect to the first issue, I

 4   think the way we'll need to handle that is if at the

 5   appropriate moment you want to make a motion to

 6   close the proceeding to the public, there's a

 7   required finding.  The Commission has to find that

 8   it's in the public interest to do so.  So we can

 9   deal with that at the appropriate time and make sure

10   that only appropriate people are in the room and the

11   streaming is discontinued for that portion.

12                  MS. CLARK:  That raises one other

13   question in my mind, and it is possible, I guess,

14   during cross-examination and examination by the

15   Commission that they may also raise issues that are

16   confidential and so if I interject, I will apologize

17   for the rudeness in advance.

18                  COMMISSIONER LEVAR:  If anyone asks a

19   question that you think would require any

20   confidential information, please jump in and stop us

21   before we keep going.

22                  MS. CLARK:  Thank you.

23                  COMMISSIONER LEVAR:  Any other

24   preliminary matters?  Okay, then, Ms. Clark.

25                  MS. CLARK:  The Company calls
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 1   Mr. Barrie L. McKay.

 2                         BARRIE L. MCKAY,

 3  having been first duly sworn to tell the truth, was examined

 4                    and testified as follows:

 5   BY MS. CLARK:

 6        Q.   Mr. McKay, will you state your name and

 7   business address for the record?

 8        A.   Barrie L. McKay, and I think I'm at 333

 9   South State, Salt Lake City, Utah.

10        Q.   And are you the same Barrie McKay that

11   filed pre-filed direct testimony in this matter

12   along with accompanying Exhibits 2.1, 2.2, and also

13   a Supplemental Exhibit 2.2.1-S?

14        A.   Yes.

15        Q.   Did you actively participate in this

16   docket and in the development of the Settlement

17   Stipulation of this before the Commission today?

18        A.   I did.

19        Q.   Can you please summarize that Settlement

20   Stipulation?

21        A.   I can.  Turning to the Stipulation, I want

22   to at least touch these first few paragraphs -- I

23   don't need to go through them in detail -- but I do

24   want to recognize what's included in them.

25   Actually, the first paragraph in the Stipulation is
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 1   simply recognizing that both this Commission and the

 2   Wyoming Commission needs to approve these

 3   properties, or, shall we say, at least this

 4   stipulation before it becomes effective.

 5             The first numbered paragraph is a

 6   reference back to Wexpro I, second one is a

 7   reference back to Wexpro II, third paragraph is a

 8   reference to the Trail Settlement Stipulation, and

 9   fourth paragraph is referencing the Canyon Creek

10   Settlement Stipulation, all of which govern how we

11   go about having these properties approved before the

12   Commission and then develop them and the criteria

13   that must be reached in order for them to continue

14   to be part of that.

15             We then recognize that within the Wexpro

16   II agreement, there's two specific parts in

17   paragraph 5 that we were relying on and that

18   required us to come before both the Utah Commission

19   and the Wyoming Commission.  One paragraph

20   identifies that there are certain properties that we

21   shall bring before the Commission, and we have about

22   three of those -- we'll point those out in a

23   minute -- and then for the first time before any of

24   the Commissions, Questar Gas and Wexpro have brought

25   a couple of properties where it was our choice to do
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 1   that.

 2             Then we simply summarize in paragraph 6

 3   the timing of the acquisition of the Kinney Unit,

 4   which was in April of 2015.  Paragraph 7 identifies

 5   the Trail, Whiskey Canyon, and the Canyon Creek

 6   Units and their purchase, which was in December of

 7   2015.  Then we did make the filing before this

 8   Commission the beginning of this year, January 9th,

 9   and we point out in this paragraph that it is the

10   Trail, the Kinney Unit, and the Canyon Creek

11   Override that fell into the category that we shall

12   or that we must bring that before the Commission.

13   All of those properties were in the Development

14   Drilling Area.  And then the Whiskey Canyon and the

15   Canyon Creek outside the PA -- that stands for

16   "outside the participating area" for properties that

17   was a choice or that we may bring them -- we

18   identify them in that paragraph.  We have properly

19   filed, including all of the information that was

20   thought of as we had the process of approving the

21   Wexpro II Agreement.  The Hydrocarbon monitor

22   performed his responsibilities in reviewing all of

23   that and filing his initial report within the seven

24   days of filing of our Application.  We obviously had

25   some scheduling conferences, we held two technical
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 1   conferences within the two dockets -- the one that

 2   is of importance here would be the February 2nd one

 3   that we held in Utah -- answered numerous data

 4   requests, filing direct testimony, and then in

 5   paragraph 14, the parties met for the first time on

 6   the 23rd of February along with the Hydrocarbon

 7   monitor.  I want to point that out, as you'll see

 8   here in a minute, we needed to rely on his expertise

 9   and actually his third-party verification for a

10   settled-upon change of how Wexpro will be developing

11   one of the properties, and he helped in that

12   process.  Then, simply, in 16 is the recognition

13   that this resolves all the issues in the docket

14   before this Commission.

15             So the key things are the Terms and

16   Conditions, which begin in paragraph 17 where it's

17   identified that the Trail Unit and the Whiskey

18   Canyon Unit shall be approved as Wexpro II

19   properties.  In paragraph 18, we identify that the

20   Canyon Creek property, which includes the "outside

21   the participating area" as well as the overriding

22   royalties, will be approved as a Wexpro II property,

23   subject to a change in the way that Wexpro will

24   develop the properties.  And they will replace what

25   was originally anticipated as a horizontal well with
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 1   a vertical drilling program in an area outside the

 2   participating area.  And after those first three

 3   wells are drilled, Wexpro has agreed that they will

 4   bring the results, costs, the volumes that are

 5   anticipated before the parties and will not proceed

 6   with further drilling until that has happened, as

 7   well as the opportunity for the Hydrocarbon monitor

 8   to review the results of those first three wells and

 9   deem it reasonable in moving forward.

10             And then as we worked through this, we

11   wanted to make sure that everybody realized that we

12   are agreeing to this approach, but we are also

13   recognizing that overarching the development of the

14   Canyon Creek Unit are still the criteria of the

15   issues that were settled in the Trail Stipulation,

16   as well as the Canyon Creek, which is the limiting

17   amount of volumes that Wexpro can provide to Questar

18   Gas, as well as needing to meet the 5-year forward

19   curve before they drill and meeting the

20   commerciality test.  So we make a reference to that

21   at the end of that paragraph.

22             And I think, now, to provide further

23   clarity and to get some additional evidence on the

24   record, we've prepared a few, I guess we call them

25   hearing exhibits, but those are going to be
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 1   confidential.

 2                  MS. CLARK:  They are, and if I can

 3   approach, I'll give you copies and we can just

 4   briefly make the motion and lay the reasoning for

 5   calling it confidential.

 6                  COMMISSIONER LEVAR:  Okay.  So you'll

 7   provide us with three copies prior to the motion and

 8   to the two parties.  Okay.  Thank you.

 9                  MS. CLARK:  The parties have them.

10                  COMMISSIONER LEVAR:  They already

11   have them?  Okay.  Thank you.

12                  MS. CLARK:  Now that we have them in

13   front of us, the Company would move that the hearing

14   be closed for the portion of Mr. McKay's testimony

15   when he testifies to these four exhibits you have in

16   front of you.  And if we can previously flip through

17   them, I would preface it by saying these are either

18   updates or supplements to exhibits that have been

19   previously filed as confidential exhibits.  You'll

20   note that the first one has some information related

21   to drilling and costs that the Company deems

22   confidential.  The second is supplemental to

23   Application Exhibit B.  It also contains future

24   drilling plans which the Company deems confidential.

25   The third that you can see has to do with total gas
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 1   supply, and the right-hand side of that exhibit

 2   contains some forecasts; and, again, the Company

 3   deems that forecast information to be confidential.

 4                  And, finally, Confidential Hearing

 5   Exhibit 4 is the future drilling plan, Wexpro's

 6   future drilling plan for these properties, and the

 7   Company deems that confidential as well.  The

 8   Company would argue that  disclosure of this

 9   information would put it at a competitive

10   disadvantage for negotiations in the future, and it

11   would also cause the Company to disclose information

12   that it views proprietary.

13                  COMMISSIONER LEVAR:  Thank you.  Is

14   there any objection to this motion.  Ms. Schmid?

15                  MS. SCHMID:  No objection.

16                  COMMISSIONER LEVAR:  Mr. Snarr?

17                  MR. SNARR:  No objection.

18                  COMMISSIONER LEVAR:  We find that it

19   is in the interest of the public to grant the motion

20   and to close the hearing to anyone who's not a party

21   until we complete discussion of confidential

22   information.  So we will discontinue streaming at

23   this point.  Is there anyone in the room -- I don't

24   know the names of everyone in the room, but if

25   everyone at the table is comfortable with those in
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 1   the room, then we can proceed.

 2                  MS. CLARK:  It's fine.  I think we

 3   recognize everyone here.

 4                  COMMISSIONER LEVAR:  Okay.  Do we

 5   have the streaming turned off?  Okay.  Thank you.

 6       (The following testimony was deemed confidential. )

 7                  ///

 8                  ///

 9                  ///

10                  ///

11                  ///

12                  ///

13                  ///

14                  ///

15                  ///

16                  ///

17                  ///

18                  ///

19                  ///

20                  ///

21                  ///

22                  ///

23                  ///

24                  ///

25                  ///
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 1                  (End of confidential testimony.)

 2                  COMMISSIONER LEVAR:  We will reopen

 3   the meeting then to the public.  Any objection to

 4   reopening the meeting?  We'll start the streaming

 5   again.  Thank you.

 6                  MS. CLARK:  The Company would now

 7   move for the admission of Confidential Hearing

 8   Exhibits 1, 2, 3, and 4.

 9                  COMMISSIONER LEVAR:  Any objection to

10   that motion, Ms. Schmid?

11                  MS. SCHMID:  No objection.

12                  COMMISSIONER LEVAR:  Mr. Snarr?

13                  MR. SNARR:  No objection.

14                  COMMISSIONER LEVAR:  The motion is

15   granted.  Thank you.

16   BY MS. CLARK:

17        Q.   Please proceed, Mr. McKay.

18        A.   That gets us to paragraph 19.  In

19   paragraph 19, the parties agreed that the Kinney

20   Unit at this time would be withdrawn for

21   consideration before this Commission, and then we

22   would give Wexpro the opportunity to be able to

23   prove that this unit can be economically developed

24   if they can.  And based on a verification

25   recognizing that the Wexpro Agreement is
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 1   self-governing here, we know the Hydrocarbon monitor

 2   would be reviewing their work in that area and

 3   assuming that it can be economically developed, then

 4   we -- Questar Gas, Wexpro -- shall bring this

 5   property back before the Commission.  We're not

 6   committing the Commission or any parties that it has

 7   to become part of Wexpro I, but simply giving

 8   parties a free option, if you will, on this.  And

 9   our concern was, is that the way that the Wexpro II

10   Agreement, I think, contemplated properties being

11   brought before the Commission is that you would

12   bring a property and it would either be included or

13   not included, and that's the way we would live going

14   forward.  We didn't want that decision to have to be

15   made on this if the property looks promising, but

16   there wasn't enough evidence at this time, and we

17   agreed that we would delay that official decision

18   before this Commission by us withdrawing that.  And

19   then assuming that it's a good property and parties

20   don't want us -- if it doesn't prove to be a good

21   property -- to have us, quote, waste our time with

22   having to see that the numbers aren't good, we

23   recognize the Hydrocarbon monitor in the review of

24   that process will be able to satisfy that concern.

25   But if it can be economically developed, Wexpro and
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 1   Questar Gas would bring it back before the

 2   Commission and give the parties an option to have it

 3   become a Wexpro II property.

 4             That leads us to paragraph 20, which

 5   they're in the process of discovery and

 6   negotiations.  There were concerns related to at

 7   least three areas, and we wanted to memorialize

 8   those and agree that -- assuming approval of the

 9   Settlement Stipulation in both Utah and Wyoming --

10   the parties would meet within 45 days and discuss

11   the mitigation of risks associated with other

12   participating areas.  Right now, our discussion has

13   been that it's not imminent, but we wanted to make

14   sure we all had an understanding of what that might

15   be out there and provide the evidence to make sure

16   everyone had understanding with it.

17             We also wanted to evaluate the -- talk

18   about and discuss the evaluating and the

19   implementing of future sale or retirement exchange

20   of Wexpro I assets as their useful life comes to an

21   end, and then specifically talk about the timing.  I

22   think it's a little odd -- we will freely admit

23   that -- that time that happened between Wexpro

24   acquiring these properties and then bringing them

25   before the Commission has some unique circumstances,
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 1   but we wanted to discuss that timing which has not

 2   been specifically addressed.

 3             Then the last paragraph in the Terms and

 4   Conditions is 21, and is essentially a paragraph

 5   that has existed in our other stipulations that

 6   recognizes that Wexpro -- the paragraphs in the

 7   Settlement Stipulation of Wexpro I are still in

 8   force as it relates to regulation, or, shall we say

 9   not regulation of Questar -- sorry, of Wexpro.  So

10   I'm going to make one more attempt on that.  This

11   paragraph refers to Wexpro and how they are not

12   considered a regulated entity, and that's spelled

13   out in the Wexpro I Agreement.

14             The rest of this is the General Terms and

15   Conditions, stating that we feel that this is a just

16   and reasonable resolution of the issues and it's in

17   the public interest.  In paragraph 22, it doesn't

18   set any precedent as far as other issues bringing

19   before the Commission in the future.  We'll be happy

20   to provide witnesses, and I think you're seeing that

21   happen today.  And then, if, in fact, we're not

22   approved by the Commissions, how the parties would

23   respond and act.

24             But in summary, we feel this is an

25   excellent resolution of the issues in this case, and
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 1   it's just and reasonable and ought to be approved by

 2   this Commission.

 3        Q.   Does that conclude your summary?

 4        A.   Yes.

 5                  MS. CLARK:  Before the Company

 6   surrenders the floor, it would move for the

 7   admission pursuant to paragraph 24 of the

 8   Stipulation of those exhibits referenced in Questar

 9   Gas Company's Exhibit Index.  The parties and the

10   court reporter have been provided with the index,

11   and you will find it if you just open the cover of

12   the binder in front of you.  It includes the

13   exhibits -- the Application and the exhibits that

14   accompanied it, Exhibits A through P including

15   subparts.  It also includes the supplemental

16   information that was filed in this docket; the

17   direct testimony of Mr. McKay with accompanying

18   Exhibits 2.1, 2.2, and 2.2.1-S; and then also the

19   direct testimony of Brady B. Rasmussen, which is

20   Exhibit 3 with accompanying exhibits; Questar Gas

21   Exhibit 3.1, 3.2, 3.2.1-S, 3.3, 3.4, 3.5, 3.6, 3.7,

22   and we'll just say with the subparts of 3.7.  Those

23   were filed with the supplemental information and

24   3.8.

25                  COMMISSIONER LEVAR:  Thank you.
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 1   Ms. Schmid, any objection to that motion?

 2                  MS. SCHMID:  No objection.

 3                  COMMISSIONER LEVAR:  Mr. Snarr?

 4                  MR. SNARR:  No objection.

 5                  COMMISSIONER LEVAR:  Okay.  The

 6   motion is granted.  Thank you.

 7                  MS. CLARK:  Thank you.  The Company

 8   does not have any other witnesses to offer at this

 9   time.

10                  COMMISSIONER LEVAR:  Okay.  With the

11   understanding there might be questions later, we

12   will move on to Ms. Schmid.

13                  MS. SCHMID:  Thank you.  The

14   Division's witness this morning is Mr. Douglas D.

15   Wheelwright.  Could he please be sworn?

16                     DOUGLAS D. WHEELWRIGHT,

17  having been first duly sworn to tell the truth, was examined

18                    and testified as follows:

19   BY MS. SCHMID:

20        Q.   Mr. Wheelwright, could you please tell us

21   by whom you are employed, your position, and your

22   business address?

23        A.   Yes.  I'm a technical consultant with the

24   Division of Public Utilities.  My address is 160

25   East 300 South.
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 1        Q.   On behalf of the Division, have you

 2   participated in this docket?

 3        A.   Yes, I have.

 4        Q.   Did that participation include preparing

 5   and causing to be filed DPU Exhibit No. 1.0 Direct,

 6   along with DPU Exhibit No. 1.01 Direct, 1.02, which

 7   were confidential, 1.01, 1.02 Redacted, and then DPU

 8   1.0 Direct, your corrected prefiled direct testimony

 9   along with redacted Exhibits 1.01 and 1.02?

10        A.   Yes.

11        Q.   Why was corrected prefiled direct

12   testimony filed?

13        A.   The only correction to the original filing

14   was a change in our summary.  We removed some of the

15   redacted portion of that summary.

16                  MS. SCHMID:  The Division would like

17   to move to admit the exhibits previously identified.

18   You also have been provided with an exhibit list.

19                  COMMISSIONER LEVAR:  Mr. Snarr, any

20   objection to that motion?

21                  MR. SNARR:  No objection.

22                  COMMISSIONER LEVAR:  Ms. Clark?

23                  MS. CLARK:  No objection.

24                  COMMISSIONER LEVAR:  The motion is

25   granted.

0025

 1                  MS. SCHMID:  Thank you.

 2   BY MS. SCHMID:

 3        Q.   Mr. Wheelwright, did you participate in

 4   the settlement meetings?

 5        A.   Yes, I did.

 6        Q.   Do you have summary statements to provide?

 7        A.   Yes, I do.

 8        Q.   Please proceed.

 9        A.   Thank you, Commissioners.  The objective

10   of the Wexpro II Agreement was to create a structure

11   and a mechanism that could potentially allow

12   additional properties to be included in future cost

13   of service gas production.  The Vermillion

14   Application before you today represents the third

15   time additional properties have been presented for

16   approval.  The Regional Application in this docket

17   represented the purchase of varying ownership

18   interest in four separate properties identified as

19   the Vermillion Acquisition.  In direct testimony,

20   the Division recommended approval of the additional

21   interest in the Trail property and approval of the

22   Whiskey Canyon property.  The Division expressed

23   concern with the original proposal for wells in

24   Canyon Creek and concerns with the cost of service

25   from the Kinney field.  In response, the Company
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 1   prepared a modification to the proposed drilling in

 2   Canyon Creek and prepared a revised cost of service

 3   calculation that excluded the additional ownership

 4   in the Kinney property.  These two modifications to

 5   the original Application are the basis for the

 6   Settlement Stipulation which has been signed by all

 7   the interested parties and has been outlined today

 8   by Mr. McKay.

 9             The calculations and the assumptions used

10   in the original Application and the assumptions used

11   in the Settlement Stipulation have been reviewed and

12   evaluated by Mr. David Evans, the independent

13   Hydrocarbon monitor.  The first confidential report

14   from the Hydrocarbon monitor was filed with the

15   Commission on January 19th, and the second report

16   was filed on February 27th.  In both reports, Mr.

17   Evans indicated that in his opinion, the reserves

18   and associated economic information represented by

19   Wexpro were reasonable.  The specifics of the cost

20   of service price projections from this acquisition

21   are confidential, but have been included in Exhibits

22   L-1 through L-5 of the original filing and in

23   subsequent updates.  A comparison of the cost of

24   service price from the Vermillion properties along

25   with the total cost of service price for all of the
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 1   Wexpro production and the projected market price was

 2   included in my direct testimony.

 3             The revised projections of Exhibit L-5

 4   with a modified drilling in Canyon Creek and

 5   excluding the Kinney property show a slight decrease

 6   in the total cost of service price for the three

 7   remaining Vermillion properties.  It should be noted

 8   that a total volume of natural gas production from

 9   the Vermillion Acquisition represents a small

10   percentage of the total Wexpro production and will

11   have a minor impact on the total price of cost of

12   service gas produced by Wexpro.

13             The Division has reviewed the Company's

14   Application and subsequent updates and has

15   participated in the settlement negotiations.  Key

16   provisions of the stipulation will allow the Company

17   to resubmit the Kinney property in the future and

18   require further discussions with the Company to

19   clarify procedures for property sale or exchange and

20   potential expansion of participation area.

21             It is the Division's recommendation that

22   the Commission approve the properties identified in

23   the Vermillion Settlement Stipulation and that these

24   properties be included under the Wexpro II

25   Agreement.  Approval of the Vermillion Acquisition
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 1   as a Wexpro II property represents the purchase of a

 2   long-term resource that could be advantageous to

 3   ratepayers for many years.  The Division believes

 4   the terms of the Stipulation Agreement taken as a

 5   whole are just and reasonable and are in the public

 6   interest.  That concludes my summary.

 7                  MS. SCHMID:  Thank you.

 8                  COMMISSIONER LEVAR:  That concludes

 9   your presentation?

10                  MS. SCHMID:  That concludes the

11   Division's presentation.

12                  COMMISSIONER LEVAR:  Thank you.

13   Mr. Snarr?

14                  MR. SNARR:  Yes.  Thank you.

15   Appearing today in support of the Office of Consumer

16   Services is Gavin Mangelson.  He has prepared

17   testimony.  May he be sworn?

18                         GAVIN MANGELSON,

19  having been first duly sworn to tell the truth, was examined

20                    and testified as follows:

21   BY MR. SNARR:

22        Q.   Mr. Mangelson, what is your name, business

23   address, and by whom are you employed?

24        A.   My name is Gavin Mangelson.  My business

25   address is 160 East 300 South, Salt Lake City, Utah.
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 1   I'm a utility analyst for the Office of Consumer

 2   Services.

 3        Q.   Did you submit prefiled direct testimony

 4   in this docket?

 5        A.   Yes.  On February 21st, 2017, I submitted

 6   ten pages of confidential direct testimony.

 7                  COMMISSIONER LEVAR:  Mr. Snarr, I'm

 8   sorry to interrupt, but I think you're not picking

 9   up on our streaming.  If you could maybe move the

10   microphone a little closer to you.

11                  MR. SNARR:  Certainly.

12                  COMMISSIONER LEVAR:  Thank you.

13   BY MR. SNARR:

14        Q.   How is that testimony identified in the

15   proceeding here today?

16        A.   As OCS-1-D.

17        Q.   And are there any corrections or

18   modifications to that testimony as you present that

19   today?

20        A.   No.

21                  MR. SNARR:  We would move to have

22   Mr. Mangelson's  previously filed testimony to be

23   admitted as part of the record.

24                  COMMISSIONER LEVAR:  Thank you.  Ms.

25   Schmid, do you have any objection to that?
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 1                  MS. SCHMID:  No objection.

 2                  COMMISSIONER LEVAR:  Thank you.  Ms.

 3   Clark?

 4                  MS. CLARK:  No objection.

 5                  COMMISSIONER LEVAR:  Thank you.  The

 6   motion is granted.

 7   BY MR. SNARR:

 8        Q.   Mr. Mangelson, did you participate in the

 9   settlement discussions related to the issues raised

10   in this docket?

11        A.   Yes.  I participated in the development of

12   the Vermillion Settlement Stipulation which has been

13   submitted to this Commission.  The Office of

14   Consumer Services is a party to that agreement.

15        Q.   Have you prepared a statement or summary

16   of the Office's position?

17        A.   Yes, I have.

18        Q.   Could you please provide that?

19        A.   Thank you.  Good morning, Mr. Chairman,

20   Commissioners.  The Office of Consumer Services

21   conducted detailed analysis of the proposal to

22   include new properties within the Wexpro II

23   Agreement.  In accordance with our statutory

24   mandate, we approached our analysis from the

25   perspective of residential and small commercial
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 1   customers who together represent a substantial

 2   portion of the customers receiving cost of service

 3   gas under the Wexpro Agreements.

 4             The Office's direct testimony identified

 5   cost information for cost of service gas from each

 6   of the four properties individually and further

 7   divided those properties by existing proven

 8   developed producing, or PDP wells, and future

 9   development wells.  We included comparisons of this

10   cost information to current market rates.

11             In addition to the cost analysis of the

12   proposed properties, the Office's Direct Testimony

13   identified other issues that are important to

14   consider in this and any future applications to

15   include properties under the Wexpro II Agreement.

16   These additional issues can be summarized into three

17   main points.  First, although a combination of

18   existing wells and new development wells may result

19   in a combined cost of service that is below market

20   prices, acceptance of these wells into the agreement

21   means that ratepayers will be required to purchase

22   the additional volumes that come from these existing

23   wells, even though prices may be, at times, above

24   market prices.

25             Second, the cap on the level of Wexpro Gas
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 1   as a percentage of total gas supply established in

 2   the Canyon Creek Stipulation is a ceiling and should

 3   not be treated as a target for levels of Wexpro Gas.

 4             And, third, declining volumes of Wexpro

 5   Gas should be replaced only if the additional

 6   volumes can be justified based on their independent

 7   advantage when compared to market prices.

 8             The Office believes that the Vermillion

 9   Settlement Stipulation filed on March 2, 2017 in

10   this docket reasonably satisfies the issues and

11   concerns that we identified.

12             Cost information was used as the principal

13   basis for our recommendations for each individual

14   property, and cost information was the principal

15   factor in developing the terms of the Settlement

16   Stipulation.  Regarding the Whiskey Canyon and Trail

17   properties, the combined cost of service gas

18   produced from PDP and development wells from these

19   properties is expected to be below current rates.

20   Therefore, the Office supports the inclusion of

21   these properties into the Wexpro II Agreement as

22   stated in paragraph 17 of the Stipulation.

23             Regarding the Canyon Creek property, I

24   will note that the Canyon Creek property referred

25   both to the overriding royalty interest of certain
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 1   wells within the participating area, as well as two

 2   additional properties outside of the current Canyon

 3   Creek participating area.  The Office originally

 4   opposed inclusion of the Canyon Creek property into

 5   the Wexpro II Agreement based on the uncertainty of

 6   resulting actual prices.  During the settlement

 7   talks, Wexpro agreed to make certain modifications

 8   to the anticipated drilling plan for this property.

 9   The changes to the drilling plan are explained in

10   paragraph 18, and initially provide for three

11   vertical wells in lieu of the horizontal well

12   described in the Application.  The revisions to

13   Wexpro's drilling plan for this property should

14   present less risk, result in lower cost of service

15   gas from the new wells, and thereby lower the price

16   of cost of service from the property as whole.

17             Based on the conditions described in

18   paragraph 18, the Office supports inclusion of the

19   Canyon Creek property into the Wexpro II Agreement.

20             Regarding the additional interest in the

21   Kinney property, cost of service gas from the

22   existing wells is currently above market prices, and

23   information about the single-development well

24   provided in the Application does not produce a

25   resulting cost of service gas price below current
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 1   market rates.  Parties believe that further

 2   exploration in that field may prove additional well

 3   sites that would result in a lower overall cost of

 4   service price from that area.  Therefore, paragraph

 5   19 provides for the withdrawal from consideration of

 6   the Kinney property at this time, along with a

 7   mechanism for the property to be brought before the

 8   Commission under the cost circumstances described in

 9   that paragraph.

10             In conclusion, the Office submits that the

11   Vermillion Settlement Stipulation to Questar's

12   request for the inclusion of additional properties

13   under the Wexpro II Agreement will result in just

14   and reasonable rates and is in the public interest

15   and recommends that the Commission approve the

16   Settlement Stipulation.

17                  MR. SNARR:  That concludes the

18   Office's presentation.

19                  COMMISSIONER LEVAR:  Thank you.  Ms.

20   Clark, do you have any questions for any witnesses?

21                  MS. CLARK:  I do not.  Thank you.

22                  COMMISSIONER LEVAR:  Thank you.  Ms.

23   Schmid?

24                  MS. SCHMID:  No questions.

25                  COMMISSIONER LEVAR:  Thank you.  Mr.
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 1   Snarr?

 2                  MR. SNARR:  No questions.

 3                  COMMISSIONER LEVAR:  Commissioner

 4   White?

 5                  COMMISSIONER WHITE:  With respect to

 6   the Kinney property, to the extent it's not

 7   confidential, what is the anticipated timing of the

 8   additional exploration of potential request for

 9   inclusion?

10                  MS. CLARK:  I think the Company would

11   deem the answer to that question confidential, and I

12   think Mr. Rasmussen is probably best equipped to

13   answer it, and he needs to be sworn.

14                       BRADY B. RASMUSSEN,

15  having been first duly sworn to tell the truth, was examined

16                    and testified as follows:

17                  COMMISSIONER LEVAR:  Is there any

18   objection, Ms. Schmid, from closing the hearing to

19   hear the answer to this question?

20                  MS. SCHMID:  No objection.

21                  COMMISSIONER LEVAR:  Thank you.  Mr.

22   Snarr?

23                  MR. SNARR:  No objection.

24                  COMMISSIONER LEVAR:  We find it is in

25   the public interest to close this hearing to the
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 1   public to receive an answer to this question.  Will

 2   you let me know if the streaming is stopped?

 3         (The following portion was deemed confidential.)

 4                  ///

 5                  ///

 6                  ///

 7                  ///

 8                  ///

 9                  ///

10                  ///

11                  ///

12                  ///

13                  ///

14                  ///

15                  ///

16                  ///

17                  ///

18                  ///

19                  ///

20                  ///

21                  ///

22                  ///

23                  ///

24                  ///

25                  ///
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 1                  (Confidential portion ends.)

 2                  COMMISSIONER LEVAR:  We will open the

 3   hearing then back to the public.  Thank you.  And I

 4   don't have any further questions.  Any final matters

 5   before we adjourn?

 6                  MS. CLARK:  Yes, thank you,

 7   Commissioner.  Two matters:  One is that the Company

 8   recognizes that we will be before the Wyoming

 9   Commission on the 17th of this month; I believe

10   that's next Friday.  We would request, recognizing

11   that it would be helpful to have a decision from

12   this Commission prior to that hearing, we would

13   request a bench order.  We recognize that's a lot to

14   ask and if you are not prepared to do so, we would

15   simply request that we get some indication prior to

16   the Wyoming hearing.

17                  The other matter would be the

18   Application did not identify an effective date.  We

19   would like to treat this matter the same way we have

20   treated prior Wexpro II matters and seek an

21   effective date of the first of the same month in

22   which the hearings were held.  So in this case, it

23   would be March 1st.  And I think that is all the

24   Company has to add.

25                  COMMISSIONER LEVAR:  Let me ask for
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 1   one clarification.  If our Commission were to grant

 2   a bench ruling today with an effective date of

 3   March 1st and then subsequently issue a written

 4   order confirming that, and if the Wyoming Commission

 5   were to do a bench ruling with a subsequent written

 6   order, just looking at paragraph 20, when the 45

 7   days -- and that's not based on effective date but

 8   on Commission approval -- was it anticipated that

 9   that would run beginning with the first -- I'm

10   sorry, with the second bench ruling or with the

11   final written order?

12                  MS. CLARK:  I think as a technical

13   matter, it is intended to run with the final ruling

14   that makes all of this effective.  That said, I can

15   tell you and assure you that the Company and the

16   parties have already been talking.  The Company is

17   conducting analysis, and we will be prompt about

18   that.

19                  COMMISSIONER LEVAR:  When you say

20   final written ruling --

21                  MS. CLARK:  I think it would be the

22   final bench ruling.  If we were to get, for example,

23   a bench ruling from Wyoming on the 17th, we would

24   deem the clock to begin running that day.

25                  COMMISSIONER LEVAR:  Okay.  Any
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 1   difference of opinion, Ms. Schmid?

 2                  MS. SCHMID:  The Division would

 3   support the issuance of a bench order.

 4                  COMMISSIONER LEVAR:  Thank you.  Mr.

 5   Snarr?

 6                  MR. SNARR:  We would agree with the

 7   running of the date as Ms. Clark has described.

 8                  COMMISSIONER LEVAR:  Do you have any

 9   position on a bench ruling today?

10                  MR. SNARR:  It would be nice to have

11   it.  We're here just to facilitate this process.

12                  COMMISSIONER LEVAR:  Thank you.  Any

13   questions from Commissioner Clark or Commissioner

14   White on the motion for bench ruling?

15                  COMMISSIONER WHITE:  Just to clarify,

16   is there any opposition to the effective date moving

17   to the first of the month?  Does that change the

18   position of the Office or the Division?

19                  MS. SCHMID:  It does not change the

20   position of the Division.

21                  MR. SNARR:  There's no objection to

22   that.

23                  COMMISSIONER LEVAR:  Why don't we

24   then take a brief five-minute or so recess.  If we

25   need longer than that, we will send somebody in the
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 1   room to let you know that we might need longer.

 2   Thank you.

 3                  (A brief recess was taken.)

 4                  COMMISSIONER LEVAR:  We find that the

 5   Settlement Stipulation presented in this docket is

 6   just and reasonable and in the public interest, and

 7   we conclude that it is consistent with the relevant

 8   statutes and the previous Agreements and previous

 9   Wexpro matters.  We approve the Settlement

10   Stipulation with one change, and please let me know

11   if I have this change correct.  On the first page of

12   the Settlement Stipulation where it says, near the

13   bottom of page 1, "This Settlement Stipulation shall

14   be effective upon the entry of final order of

15   approval by both Commissions," I think we're

16   changing that sentence to say, "It will be effective

17   March 1, 2017 contingent on approval by those two

18   Commissions."  Please indicate to me if that change

19   is consistent with everybody's understanding.

20                  MS. SCHMID:  Consistent with the

21   Division's understanding.

22                  COMMISSIONER LEVAR:  Mr. Snarr?

23                  MR. SNARR:  Yes, it's consistent.

24                  COMMISSIONER LEVAR:  With that

25   change, we approve the Settlement Stipulation and we
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 1   will, subsequent to this hearing, issue a written

 2   order confirming that bench ruling.  Any other

 3   matters before we adjourn?

 4                  MS. CLARK:  No.  Thank you.

 5                  MS. SCHMID:  Nothing further from the

 6   Division.

 7                  MR. SNARR:  Nothing further from the

 8   Office.

 9                  COMMISSIONER LEVAR:  Thank you.

10   We're adjourned.

11       (The proceedings concluded at 10:05 a.m.)
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 1
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 3        STATE OF UTAH    )
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 6                  I, Mary R. Honigman, a Registered

 7   Professional Reporter, hereby certify:

 8                  THAT the foregoing proceedings were
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11   under oath to tell the truth, the whole truth, and
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		192						LN		7		22		false		          22   to at least touch these first few paragraphs -- I				false

		193						LN		7		23		false		          23   don't need to go through them in detail -- but I do				false

		194						LN		7		24		false		          24   want to recognize what's included in them.				false

		195						LN		7		25		false		          25   Actually, the first paragraph in the Stipulation is				false

		196						PG		8		0		false		page 8				false

		197						LN		8		1		false		           1   simply recognizing that both this Commission and the				false

		198						LN		8		2		false		           2   Wyoming Commission needs to approve these				false

		199						LN		8		3		false		           3   properties, or, shall we say, at least this				false

		200						LN		8		4		false		           4   stipulation before it becomes effective.				false

		201						LN		8		5		false		           5             The first numbered paragraph is a				false

		202						LN		8		6		false		           6   reference back to Wexpro I, second one is a				false

		203						LN		8		7		false		           7   reference back to Wexpro II, third paragraph is a				false

		204						LN		8		8		false		           8   reference to the Trail Settlement Stipulation, and				false

		205						LN		8		9		false		           9   fourth paragraph is referencing the Canyon Creek				false

		206						LN		8		10		false		          10   Settlement Stipulation, all of which govern how we				false

		207						LN		8		11		false		          11   go about having these properties approved before the				false

		208						LN		8		12		false		          12   Commission and then develop them and the criteria				false

		209						LN		8		13		false		          13   that must be reached in order for them to continue				false

		210						LN		8		14		false		          14   to be part of that.				false

		211						LN		8		15		false		          15             We then recognize that within the Wexpro				false

		212						LN		8		16		false		          16   II agreement, there's two specific parts in				false

		213						LN		8		17		false		          17   paragraph 5 that we were relying on and that				false

		214						LN		8		18		false		          18   required us to come before both the Utah Commission				false

		215						LN		8		19		false		          19   and the Wyoming Commission.  One paragraph				false

		216						LN		8		20		false		          20   identifies that there are certain properties that we				false

		217						LN		8		21		false		          21   shall bring before the Commission, and we have about				false

		218						LN		8		22		false		          22   three of those -- we'll point those out in a				false

		219						LN		8		23		false		          23   minute -- and then for the first time before any of				false

		220						LN		8		24		false		          24   the Commissions, Questar Gas and Wexpro have brought				false

		221						LN		8		25		false		          25   a couple of properties where it was our choice to do				false

		222						PG		9		0		false		page 9				false

		223						LN		9		1		false		           1   that.				false

		224						LN		9		2		false		           2             Then we simply summarize in paragraph 6				false

		225						LN		9		3		false		           3   the timing of the acquisition of the Kinney Unit,				false

		226						LN		9		4		false		           4   which was in April of 2015.  Paragraph 7 identifies				false

		227						LN		9		5		false		           5   the Trail, Whiskey Canyon, and the Canyon Creek				false

		228						LN		9		6		false		           6   Units and their purchase, which was in December of				false

		229						LN		9		7		false		           7   2015.  Then we did make the filing before this				false

		230						LN		9		8		false		           8   Commission the beginning of this year, January 9th,				false

		231						LN		9		9		false		           9   and we point out in this paragraph that it is the				false

		232						LN		9		10		false		          10   Trail, the Kinney Unit, and the Canyon Creek				false

		233						LN		9		11		false		          11   Override that fell into the category that we shall				false

		234						LN		9		12		false		          12   or that we must bring that before the Commission.				false

		235						LN		9		13		false		          13   All of those properties were in the Development				false

		236						LN		9		14		false		          14   Drilling Area.  And then the Whiskey Canyon and the				false

		237						LN		9		15		false		          15   Canyon Creek outside the PA -- that stands for				false

		238						LN		9		16		false		          16   "outside the participating area" for properties that				false

		239						LN		9		17		false		          17   was a choice or that we may bring them -- we				false

		240						LN		9		18		false		          18   identify them in that paragraph.  We have properly				false

		241						LN		9		19		false		          19   filed, including all of the information that was				false

		242						LN		9		20		false		          20   thought of as we had the process of approving the				false

		243						LN		9		21		false		          21   Wexpro II Agreement.  The Hydrocarbon monitor				false

		244						LN		9		22		false		          22   performed his responsibilities in reviewing all of				false

		245						LN		9		23		false		          23   that and filing his initial report within the seven				false

		246						LN		9		24		false		          24   days of filing of our Application.  We obviously had				false

		247						LN		9		25		false		          25   some scheduling conferences, we held two technical				false

		248						PG		10		0		false		page 10				false

		249						LN		10		1		false		           1   conferences within the two dockets -- the one that				false

		250						LN		10		2		false		           2   is of importance here would be the February 2nd one				false

		251						LN		10		3		false		           3   that we held in Utah -- answered numerous data				false

		252						LN		10		4		false		           4   requests, filing direct testimony, and then in				false

		253						LN		10		5		false		           5   paragraph 14, the parties met for the first time on				false

		254						LN		10		6		false		           6   the 23rd of February along with the Hydrocarbon				false

		255						LN		10		7		false		           7   monitor.  I want to point that out, as you'll see				false

		256						LN		10		8		false		           8   here in a minute, we needed to rely on his expertise				false

		257						LN		10		9		false		           9   and actually his third-party verification for a				false

		258						LN		10		10		false		          10   settled-upon change of how Wexpro will be developing				false

		259						LN		10		11		false		          11   one of the properties, and he helped in that				false

		260						LN		10		12		false		          12   process.  Then, simply, in 16 is the recognition				false

		261						LN		10		13		false		          13   that this resolves all the issues in the docket				false

		262						LN		10		14		false		          14   before this Commission.				false

		263						LN		10		15		false		          15             So the key things are the Terms and				false

		264						LN		10		16		false		          16   Conditions, which begin in paragraph 17 where it's				false

		265						LN		10		17		false		          17   identified that the Trail Unit and the Whiskey				false

		266						LN		10		18		false		          18   Canyon Unit shall be approved as Wexpro II				false

		267						LN		10		19		false		          19   properties.  In paragraph 18, we identify that the				false

		268						LN		10		20		false		          20   Canyon Creek property, which includes the "outside				false

		269						LN		10		21		false		          21   the participating area" as well as the overriding				false

		270						LN		10		22		false		          22   royalties, will be approved as a Wexpro II property,				false

		271						LN		10		23		false		          23   subject to a change in the way that Wexpro will				false

		272						LN		10		24		false		          24   develop the properties.  And they will replace what				false

		273						LN		10		25		false		          25   was originally anticipated as a horizontal well with				false

		274						PG		11		0		false		page 11				false

		275						LN		11		1		false		           1   a vertical drilling program in an area outside the				false

		276						LN		11		2		false		           2   participating area.  And after those first three				false

		277						LN		11		3		false		           3   wells are drilled, Wexpro has agreed that they will				false

		278						LN		11		4		false		           4   bring the results, costs, the volumes that are				false

		279						LN		11		5		false		           5   anticipated before the parties and will not proceed				false

		280						LN		11		6		false		           6   with further drilling until that has happened, as				false

		281						LN		11		7		false		           7   well as the opportunity for the Hydrocarbon monitor				false

		282						LN		11		8		false		           8   to review the results of those first three wells and				false

		283						LN		11		9		false		           9   deem it reasonable in moving forward.				false

		284						LN		11		10		false		          10             And then as we worked through this, we				false

		285						LN		11		11		false		          11   wanted to make sure that everybody realized that we				false

		286						LN		11		12		false		          12   are agreeing to this approach, but we are also				false

		287						LN		11		13		false		          13   recognizing that overarching the development of the				false

		288						LN		11		14		false		          14   Canyon Creek Unit are still the criteria of the				false

		289						LN		11		15		false		          15   issues that were settled in the Trail Stipulation,				false

		290						LN		11		16		false		          16   as well as the Canyon Creek, which is the limiting				false

		291						LN		11		17		false		          17   amount of volumes that Wexpro can provide to Questar				false

		292						LN		11		18		false		          18   Gas, as well as needing to meet the 5-year forward				false

		293						LN		11		19		false		          19   curve before they drill and meeting the				false

		294						LN		11		20		false		          20   commerciality test.  So we make a reference to that				false

		295						LN		11		21		false		          21   at the end of that paragraph.				false

		296						LN		11		22		false		          22             And I think, now, to provide further				false

		297						LN		11		23		false		          23   clarity and to get some additional evidence on the				false

		298						LN		11		24		false		          24   record, we've prepared a few, I guess we call them				false

		299						LN		11		25		false		          25   hearing exhibits, but those are going to be				false

		300						PG		12		0		false		page 12				false

		301						LN		12		1		false		           1   confidential.				false

		302						LN		12		2		false		           2                  MS. CLARK:  They are, and if I can				false

		303						LN		12		3		false		           3   approach, I'll give you copies and we can just				false

		304						LN		12		4		false		           4   briefly make the motion and lay the reasoning for				false

		305						LN		12		5		false		           5   calling it confidential.				false

		306						LN		12		6		false		           6                  COMMISSIONER LEVAR:  Okay.  So you'll				false

		307						LN		12		7		false		           7   provide us with three copies prior to the motion and				false

		308						LN		12		8		false		           8   to the two parties.  Okay.  Thank you.				false

		309						LN		12		9		false		           9                  MS. CLARK:  The parties have them.				false

		310						LN		12		10		false		          10                  COMMISSIONER LEVAR:  They already				false

		311						LN		12		11		false		          11   have them?  Okay.  Thank you.				false

		312						LN		12		12		false		          12                  MS. CLARK:  Now that we have them in				false

		313						LN		12		13		false		          13   front of us, the Company would move that the hearing				false

		314						LN		12		14		false		          14   be closed for the portion of Mr. McKay's testimony				false

		315						LN		12		15		false		          15   when he testifies to these four exhibits you have in				false

		316						LN		12		16		false		          16   front of you.  And if we can previously flip through				false

		317						LN		12		17		false		          17   them, I would preface it by saying these are either				false

		318						LN		12		18		false		          18   updates or supplements to exhibits that have been				false

		319						LN		12		19		false		          19   previously filed as confidential exhibits.  You'll				false

		320						LN		12		20		false		          20   note that the first one has some information related				false

		321						LN		12		21		false		          21   to drilling and costs that the Company deems				false

		322						LN		12		22		false		          22   confidential.  The second is supplemental to				false

		323						LN		12		23		false		          23   Application Exhibit B.  It also contains future				false

		324						LN		12		24		false		          24   drilling plans which the Company deems confidential.				false

		325						LN		12		25		false		          25   The third that you can see has to do with total gas				false

		326						PG		13		0		false		page 13				false

		327						LN		13		1		false		           1   supply, and the right-hand side of that exhibit				false

		328						LN		13		2		false		           2   contains some forecasts; and, again, the Company				false

		329						LN		13		3		false		           3   deems that forecast information to be confidential.				false

		330						LN		13		4		false		           4                  And, finally, Confidential Hearing				false

		331						LN		13		5		false		           5   Exhibit 4 is the future drilling plan, Wexpro's				false

		332						LN		13		6		false		           6   future drilling plan for these properties, and the				false

		333						LN		13		7		false		           7   Company deems that confidential as well.  The				false

		334						LN		13		8		false		           8   Company would argue that  disclosure of this				false

		335						LN		13		9		false		           9   information would put it at a competitive				false

		336						LN		13		10		false		          10   disadvantage for negotiations in the future, and it				false

		337						LN		13		11		false		          11   would also cause the Company to disclose information				false

		338						LN		13		12		false		          12   that it views proprietary.				false

		339						LN		13		13		false		          13                  COMMISSIONER LEVAR:  Thank you.  Is				false

		340						LN		13		14		false		          14   there any objection to this motion.  Ms. Schmid?				false

		341						LN		13		15		false		          15                  MS. SCHMID:  No objection.				false

		342						LN		13		16		false		          16                  COMMISSIONER LEVAR:  Mr. Snarr?				false

		343						LN		13		17		false		          17                  MR. SNARR:  No objection.				false

		344						LN		13		18		false		          18                  COMMISSIONER LEVAR:  We find that it				false

		345						LN		13		19		false		          19   is in the interest of the public to grant the motion				false

		346						LN		13		20		false		          20   and to close the hearing to anyone who's not a party				false

		347						LN		13		21		false		          21   until we complete discussion of confidential				false

		348						LN		13		22		false		          22   information.  So we will discontinue streaming at				false

		349						LN		13		23		false		          23   this point.  Is there anyone in the room -- I don't				false

		350						LN		13		24		false		          24   know the names of everyone in the room, but if				false

		351						LN		13		25		false		          25   everyone at the table is comfortable with those in				false

		352						PG		14		0		false		page 14				false

		353						LN		14		1		false		           1   the room, then we can proceed.				false

		354						LN		14		2		false		           2                  MS. CLARK:  It's fine.  I think we				false

		355						LN		14		3		false		           3   recognize everyone here.				false

		356						LN		14		4		false		           4                  COMMISSIONER LEVAR:  Okay.  Do we				false

		357						LN		14		5		false		           5   have the streaming turned off?  Okay.  Thank you.				false

		358						LN		14		6		false		           6       (The following testimony was deemed confidential. )				false

		359						LN		14		7		false		           7                  ///				false

		360						LN		14		8		false		           8                  ///				false

		361						LN		14		9		false		           9                  ///				false

		362						LN		14		10		false		          10                  ///				false

		363						LN		14		11		false		          11                  ///				false

		364						LN		14		12		false		          12                  ///				false

		365						LN		14		13		false		          13                  ///				false

		366						LN		14		14		false		          14                  ///				false

		367						LN		14		15		false		          15                  ///				false

		368						LN		14		16		false		          16                  ///				false

		369						LN		14		17		false		          17                  ///				false

		370						LN		14		18		false		          18                  ///				false

		371						LN		14		19		false		          19                  ///				false

		372						LN		14		20		false		          20                  ///				false

		373						LN		14		21		false		          21                  ///				false

		374						LN		14		22		false		          22                  ///				false

		375						LN		14		23		false		          23                  ///				false

		376						LN		14		24		false		          24                  ///				false

		377						LN		14		25		false		          25                  ///				false

		378						PG		18		0		false		page 18				false

		379						LN		18		1		false		           1                  (End of confidential testimony.)				false

		380						LN		18		2		false		           2                  COMMISSIONER LEVAR:  We will reopen				false

		381						LN		18		3		false		           3   the meeting then to the public.  Any objection to				false

		382						LN		18		4		false		           4   reopening the meeting?  We'll start the streaming				false

		383						LN		18		5		false		           5   again.  Thank you.				false

		384						LN		18		6		false		           6                  MS. CLARK:  The Company would now				false

		385						LN		18		7		false		           7   move for the admission of Confidential Hearing				false

		386						LN		18		8		false		           8   Exhibits 1, 2, 3, and 4.				false

		387						LN		18		9		false		           9                  COMMISSIONER LEVAR:  Any objection to				false

		388						LN		18		10		false		          10   that motion, Ms. Schmid?				false

		389						LN		18		11		false		          11                  MS. SCHMID:  No objection.				false

		390						LN		18		12		false		          12                  COMMISSIONER LEVAR:  Mr. Snarr?				false

		391						LN		18		13		false		          13                  MR. SNARR:  No objection.				false

		392						LN		18		14		false		          14                  COMMISSIONER LEVAR:  The motion is				false

		393						LN		18		15		false		          15   granted.  Thank you.				false

		394						LN		18		16		false		          16   BY MS. CLARK:				false

		395						LN		18		17		false		          17        Q.   Please proceed, Mr. McKay.				false

		396						LN		18		18		false		          18        A.   That gets us to paragraph 19.  In				false

		397						LN		18		19		false		          19   paragraph 19, the parties agreed that the Kinney				false

		398						LN		18		20		false		          20   Unit at this time would be withdrawn for				false

		399						LN		18		21		false		          21   consideration before this Commission, and then we				false

		400						LN		18		22		false		          22   would give Wexpro the opportunity to be able to				false

		401						LN		18		23		false		          23   prove that this unit can be economically developed				false

		402						LN		18		24		false		          24   if they can.  And based on a verification				false

		403						LN		18		25		false		          25   recognizing that the Wexpro Agreement is				false

		404						PG		19		0		false		page 19				false

		405						LN		19		1		false		           1   self-governing here, we know the Hydrocarbon monitor				false

		406						LN		19		2		false		           2   would be reviewing their work in that area and				false

		407						LN		19		3		false		           3   assuming that it can be economically developed, then				false

		408						LN		19		4		false		           4   we -- Questar Gas, Wexpro -- shall bring this				false

		409						LN		19		5		false		           5   property back before the Commission.  We're not				false

		410						LN		19		6		false		           6   committing the Commission or any parties that it has				false

		411						LN		19		7		false		           7   to become part of Wexpro I, but simply giving				false

		412						LN		19		8		false		           8   parties a free option, if you will, on this.  And				false

		413						LN		19		9		false		           9   our concern was, is that the way that the Wexpro II				false

		414						LN		19		10		false		          10   Agreement, I think, contemplated properties being				false

		415						LN		19		11		false		          11   brought before the Commission is that you would				false

		416						LN		19		12		false		          12   bring a property and it would either be included or				false

		417						LN		19		13		false		          13   not included, and that's the way we would live going				false

		418						LN		19		14		false		          14   forward.  We didn't want that decision to have to be				false

		419						LN		19		15		false		          15   made on this if the property looks promising, but				false

		420						LN		19		16		false		          16   there wasn't enough evidence at this time, and we				false

		421						LN		19		17		false		          17   agreed that we would delay that official decision				false

		422						LN		19		18		false		          18   before this Commission by us withdrawing that.  And				false

		423						LN		19		19		false		          19   then assuming that it's a good property and parties				false

		424						LN		19		20		false		          20   don't want us -- if it doesn't prove to be a good				false

		425						LN		19		21		false		          21   property -- to have us, quote, waste our time with				false

		426						LN		19		22		false		          22   having to see that the numbers aren't good, we				false

		427						LN		19		23		false		          23   recognize the Hydrocarbon monitor in the review of				false

		428						LN		19		24		false		          24   that process will be able to satisfy that concern.				false

		429						LN		19		25		false		          25   But if it can be economically developed, Wexpro and				false

		430						PG		20		0		false		page 20				false

		431						LN		20		1		false		           1   Questar Gas would bring it back before the				false

		432						LN		20		2		false		           2   Commission and give the parties an option to have it				false

		433						LN		20		3		false		           3   become a Wexpro II property.				false

		434						LN		20		4		false		           4             That leads us to paragraph 20, which				false

		435						LN		20		5		false		           5   they're in the process of discovery and				false

		436						LN		20		6		false		           6   negotiations.  There were concerns related to at				false

		437						LN		20		7		false		           7   least three areas, and we wanted to memorialize				false

		438						LN		20		8		false		           8   those and agree that -- assuming approval of the				false

		439						LN		20		9		false		           9   Settlement Stipulation in both Utah and Wyoming --				false

		440						LN		20		10		false		          10   the parties would meet within 45 days and discuss				false

		441						LN		20		11		false		          11   the mitigation of risks associated with other				false

		442						LN		20		12		false		          12   participating areas.  Right now, our discussion has				false

		443						LN		20		13		false		          13   been that it's not imminent, but we wanted to make				false

		444						LN		20		14		false		          14   sure we all had an understanding of what that might				false

		445						LN		20		15		false		          15   be out there and provide the evidence to make sure				false

		446						LN		20		16		false		          16   everyone had understanding with it.				false

		447						LN		20		17		false		          17             We also wanted to evaluate the -- talk				false

		448						LN		20		18		false		          18   about and discuss the evaluating and the				false

		449						LN		20		19		false		          19   implementing of future sale or retirement exchange				false

		450						LN		20		20		false		          20   of Wexpro I assets as their useful life comes to an				false

		451						LN		20		21		false		          21   end, and then specifically talk about the timing.  I				false

		452						LN		20		22		false		          22   think it's a little odd -- we will freely admit				false

		453						LN		20		23		false		          23   that -- that time that happened between Wexpro				false

		454						LN		20		24		false		          24   acquiring these properties and then bringing them				false

		455						LN		20		25		false		          25   before the Commission has some unique circumstances,				false

		456						PG		21		0		false		page 21				false

		457						LN		21		1		false		           1   but we wanted to discuss that timing which has not				false

		458						LN		21		2		false		           2   been specifically addressed.				false

		459						LN		21		3		false		           3             Then the last paragraph in the Terms and				false

		460						LN		21		4		false		           4   Conditions is 21, and is essentially a paragraph				false

		461						LN		21		5		false		           5   that has existed in our other stipulations that				false

		462						LN		21		6		false		           6   recognizes that Wexpro -- the paragraphs in the				false

		463						LN		21		7		false		           7   Settlement Stipulation of Wexpro I are still in				false

		464						LN		21		8		false		           8   force as it relates to regulation, or, shall we say				false

		465						LN		21		9		false		           9   not regulation of Questar -- sorry, of Wexpro.  So				false

		466						LN		21		10		false		          10   I'm going to make one more attempt on that.  This				false

		467						LN		21		11		false		          11   paragraph refers to Wexpro and how they are not				false

		468						LN		21		12		false		          12   considered a regulated entity, and that's spelled				false

		469						LN		21		13		false		          13   out in the Wexpro I Agreement.				false

		470						LN		21		14		false		          14             The rest of this is the General Terms and				false

		471						LN		21		15		false		          15   Conditions, stating that we feel that this is a just				false

		472						LN		21		16		false		          16   and reasonable resolution of the issues and it's in				false

		473						LN		21		17		false		          17   the public interest.  In paragraph 22, it doesn't				false

		474						LN		21		18		false		          18   set any precedent as far as other issues bringing				false

		475						LN		21		19		false		          19   before the Commission in the future.  We'll be happy				false

		476						LN		21		20		false		          20   to provide witnesses, and I think you're seeing that				false

		477						LN		21		21		false		          21   happen today.  And then, if, in fact, we're not				false

		478						LN		21		22		false		          22   approved by the Commissions, how the parties would				false

		479						LN		21		23		false		          23   respond and act.				false

		480						LN		21		24		false		          24             But in summary, we feel this is an				false

		481						LN		21		25		false		          25   excellent resolution of the issues in this case, and				false

		482						PG		22		0		false		page 22				false

		483						LN		22		1		false		           1   it's just and reasonable and ought to be approved by				false

		484						LN		22		2		false		           2   this Commission.				false

		485						LN		22		3		false		           3        Q.   Does that conclude your summary?				false

		486						LN		22		4		false		           4        A.   Yes.				false

		487						LN		22		5		false		           5                  MS. CLARK:  Before the Company				false

		488						LN		22		6		false		           6   surrenders the floor, it would move for the				false

		489						LN		22		7		false		           7   admission pursuant to paragraph 24 of the				false

		490						LN		22		8		false		           8   Stipulation of those exhibits referenced in Questar				false

		491						LN		22		9		false		           9   Gas Company's Exhibit Index.  The parties and the				false

		492						LN		22		10		false		          10   court reporter have been provided with the index,				false

		493						LN		22		11		false		          11   and you will find it if you just open the cover of				false

		494						LN		22		12		false		          12   the binder in front of you.  It includes the				false

		495						LN		22		13		false		          13   exhibits -- the Application and the exhibits that				false

		496						LN		22		14		false		          14   accompanied it, Exhibits A through P including				false

		497						LN		22		15		false		          15   subparts.  It also includes the supplemental				false

		498						LN		22		16		false		          16   information that was filed in this docket; the				false

		499						LN		22		17		false		          17   direct testimony of Mr. McKay with accompanying				false

		500						LN		22		18		false		          18   Exhibits 2.1, 2.2, and 2.2.1-S; and then also the				false

		501						LN		22		19		false		          19   direct testimony of Brady B. Rasmussen, which is				false

		502						LN		22		20		false		          20   Exhibit 3 with accompanying exhibits; Questar Gas				false

		503						LN		22		21		false		          21   Exhibit 3.1, 3.2, 3.2.1-S, 3.3, 3.4, 3.5, 3.6, 3.7,				false

		504						LN		22		22		false		          22   and we'll just say with the subparts of 3.7.  Those				false

		505						LN		22		23		false		          23   were filed with the supplemental information and				false

		506						LN		22		24		false		          24   3.8.				false

		507						LN		22		25		false		          25                  COMMISSIONER LEVAR:  Thank you.				false

		508						PG		23		0		false		page 23				false

		509						LN		23		1		false		           1   Ms. Schmid, any objection to that motion?				false

		510						LN		23		2		false		           2                  MS. SCHMID:  No objection.				false

		511						LN		23		3		false		           3                  COMMISSIONER LEVAR:  Mr. Snarr?				false

		512						LN		23		4		false		           4                  MR. SNARR:  No objection.				false

		513						LN		23		5		false		           5                  COMMISSIONER LEVAR:  Okay.  The				false

		514						LN		23		6		false		           6   motion is granted.  Thank you.				false

		515						LN		23		7		false		           7                  MS. CLARK:  Thank you.  The Company				false

		516						LN		23		8		false		           8   does not have any other witnesses to offer at this				false

		517						LN		23		9		false		           9   time.				false

		518						LN		23		10		false		          10                  COMMISSIONER LEVAR:  Okay.  With the				false

		519						LN		23		11		false		          11   understanding there might be questions later, we				false

		520						LN		23		12		false		          12   will move on to Ms. Schmid.				false

		521						LN		23		13		false		          13                  MS. SCHMID:  Thank you.  The				false

		522						LN		23		14		false		          14   Division's witness this morning is Mr. Douglas D.				false

		523						LN		23		15		false		          15   Wheelwright.  Could he please be sworn?				false

		524						LN		23		16		false		          16                     DOUGLAS D. WHEELWRIGHT,				false

		525						LN		23		17		false		          17  having been first duly sworn to tell the truth, was examined				false

		526						LN		23		18		false		          18                    and testified as follows:				false

		527						LN		23		19		false		          19   BY MS. SCHMID:				false

		528						LN		23		20		false		          20        Q.   Mr. Wheelwright, could you please tell us				false

		529						LN		23		21		false		          21   by whom you are employed, your position, and your				false

		530						LN		23		22		false		          22   business address?				false

		531						LN		23		23		false		          23        A.   Yes.  I'm a technical consultant with the				false

		532						LN		23		24		false		          24   Division of Public Utilities.  My address is 160				false

		533						LN		23		25		false		          25   East 300 South.				false

		534						PG		24		0		false		page 24				false

		535						LN		24		1		false		           1        Q.   On behalf of the Division, have you				false

		536						LN		24		2		false		           2   participated in this docket?				false

		537						LN		24		3		false		           3        A.   Yes, I have.				false

		538						LN		24		4		false		           4        Q.   Did that participation include preparing				false

		539						LN		24		5		false		           5   and causing to be filed DPU Exhibit No. 1.0 Direct,				false

		540						LN		24		6		false		           6   along with DPU Exhibit No. 1.01 Direct, 1.02, which				false

		541						LN		24		7		false		           7   were confidential, 1.01, 1.02 Redacted, and then DPU				false

		542						LN		24		8		false		           8   1.0 Direct, your corrected prefiled direct testimony				false

		543						LN		24		9		false		           9   along with redacted Exhibits 1.01 and 1.02?				false

		544						LN		24		10		false		          10        A.   Yes.				false

		545						LN		24		11		false		          11        Q.   Why was corrected prefiled direct				false

		546						LN		24		12		false		          12   testimony filed?				false

		547						LN		24		13		false		          13        A.   The only correction to the original filing				false

		548						LN		24		14		false		          14   was a change in our summary.  We removed some of the				false

		549						LN		24		15		false		          15   redacted portion of that summary.				false

		550						LN		24		16		false		          16                  MS. SCHMID:  The Division would like				false

		551						LN		24		17		false		          17   to move to admit the exhibits previously identified.				false

		552						LN		24		18		false		          18   You also have been provided with an exhibit list.				false

		553						LN		24		19		false		          19                  COMMISSIONER LEVAR:  Mr. Snarr, any				false

		554						LN		24		20		false		          20   objection to that motion?				false

		555						LN		24		21		false		          21                  MR. SNARR:  No objection.				false

		556						LN		24		22		false		          22                  COMMISSIONER LEVAR:  Ms. Clark?				false

		557						LN		24		23		false		          23                  MS. CLARK:  No objection.				false

		558						LN		24		24		false		          24                  COMMISSIONER LEVAR:  The motion is				false

		559						LN		24		25		false		          25   granted.				false

		560						PG		25		0		false		page 25				false

		561						LN		25		1		false		           1                  MS. SCHMID:  Thank you.				false

		562						LN		25		2		false		           2   BY MS. SCHMID:				false

		563						LN		25		3		false		           3        Q.   Mr. Wheelwright, did you participate in				false

		564						LN		25		4		false		           4   the settlement meetings?				false

		565						LN		25		5		false		           5        A.   Yes, I did.				false

		566						LN		25		6		false		           6        Q.   Do you have summary statements to provide?				false

		567						LN		25		7		false		           7        A.   Yes, I do.				false

		568						LN		25		8		false		           8        Q.   Please proceed.				false

		569						LN		25		9		false		           9        A.   Thank you, Commissioners.  The objective				false

		570						LN		25		10		false		          10   of the Wexpro II Agreement was to create a structure				false

		571						LN		25		11		false		          11   and a mechanism that could potentially allow				false

		572						LN		25		12		false		          12   additional properties to be included in future cost				false

		573						LN		25		13		false		          13   of service gas production.  The Vermillion				false

		574						LN		25		14		false		          14   Application before you today represents the third				false

		575						LN		25		15		false		          15   time additional properties have been presented for				false

		576						LN		25		16		false		          16   approval.  The Regional Application in this docket				false

		577						LN		25		17		false		          17   represented the purchase of varying ownership				false

		578						LN		25		18		false		          18   interest in four separate properties identified as				false

		579						LN		25		19		false		          19   the Vermillion Acquisition.  In direct testimony,				false

		580						LN		25		20		false		          20   the Division recommended approval of the additional				false

		581						LN		25		21		false		          21   interest in the Trail property and approval of the				false

		582						LN		25		22		false		          22   Whiskey Canyon property.  The Division expressed				false

		583						LN		25		23		false		          23   concern with the original proposal for wells in				false

		584						LN		25		24		false		          24   Canyon Creek and concerns with the cost of service				false

		585						LN		25		25		false		          25   from the Kinney field.  In response, the Company				false

		586						PG		26		0		false		page 26				false

		587						LN		26		1		false		           1   prepared a modification to the proposed drilling in				false

		588						LN		26		2		false		           2   Canyon Creek and prepared a revised cost of service				false

		589						LN		26		3		false		           3   calculation that excluded the additional ownership				false

		590						LN		26		4		false		           4   in the Kinney property.  These two modifications to				false

		591						LN		26		5		false		           5   the original Application are the basis for the				false

		592						LN		26		6		false		           6   Settlement Stipulation which has been signed by all				false

		593						LN		26		7		false		           7   the interested parties and has been outlined today				false

		594						LN		26		8		false		           8   by Mr. McKay.				false

		595						LN		26		9		false		           9             The calculations and the assumptions used				false

		596						LN		26		10		false		          10   in the original Application and the assumptions used				false

		597						LN		26		11		false		          11   in the Settlement Stipulation have been reviewed and				false

		598						LN		26		12		false		          12   evaluated by Mr. David Evans, the independent				false

		599						LN		26		13		false		          13   Hydrocarbon monitor.  The first confidential report				false

		600						LN		26		14		false		          14   from the Hydrocarbon monitor was filed with the				false

		601						LN		26		15		false		          15   Commission on January 19th, and the second report				false

		602						LN		26		16		false		          16   was filed on February 27th.  In both reports, Mr.				false

		603						LN		26		17		false		          17   Evans indicated that in his opinion, the reserves				false

		604						LN		26		18		false		          18   and associated economic information represented by				false

		605						LN		26		19		false		          19   Wexpro were reasonable.  The specifics of the cost				false

		606						LN		26		20		false		          20   of service price projections from this acquisition				false

		607						LN		26		21		false		          21   are confidential, but have been included in Exhibits				false

		608						LN		26		22		false		          22   L-1 through L-5 of the original filing and in				false

		609						LN		26		23		false		          23   subsequent updates.  A comparison of the cost of				false

		610						LN		26		24		false		          24   service price from the Vermillion properties along				false

		611						LN		26		25		false		          25   with the total cost of service price for all of the				false

		612						PG		27		0		false		page 27				false

		613						LN		27		1		false		           1   Wexpro production and the projected market price was				false

		614						LN		27		2		false		           2   included in my direct testimony.				false

		615						LN		27		3		false		           3             The revised projections of Exhibit L-5				false

		616						LN		27		4		false		           4   with a modified drilling in Canyon Creek and				false

		617						LN		27		5		false		           5   excluding the Kinney property show a slight decrease				false

		618						LN		27		6		false		           6   in the total cost of service price for the three				false

		619						LN		27		7		false		           7   remaining Vermillion properties.  It should be noted				false

		620						LN		27		8		false		           8   that a total volume of natural gas production from				false

		621						LN		27		9		false		           9   the Vermillion Acquisition represents a small				false

		622						LN		27		10		false		          10   percentage of the total Wexpro production and will				false

		623						LN		27		11		false		          11   have a minor impact on the total price of cost of				false

		624						LN		27		12		false		          12   service gas produced by Wexpro.				false

		625						LN		27		13		false		          13             The Division has reviewed the Company's				false

		626						LN		27		14		false		          14   Application and subsequent updates and has				false

		627						LN		27		15		false		          15   participated in the settlement negotiations.  Key				false

		628						LN		27		16		false		          16   provisions of the stipulation will allow the Company				false

		629						LN		27		17		false		          17   to resubmit the Kinney property in the future and				false

		630						LN		27		18		false		          18   require further discussions with the Company to				false

		631						LN		27		19		false		          19   clarify procedures for property sale or exchange and				false

		632						LN		27		20		false		          20   potential expansion of participation area.				false

		633						LN		27		21		false		          21             It is the Division's recommendation that				false

		634						LN		27		22		false		          22   the Commission approve the properties identified in				false

		635						LN		27		23		false		          23   the Vermillion Settlement Stipulation and that these				false

		636						LN		27		24		false		          24   properties be included under the Wexpro II				false

		637						LN		27		25		false		          25   Agreement.  Approval of the Vermillion Acquisition				false

		638						PG		28		0		false		page 28				false

		639						LN		28		1		false		           1   as a Wexpro II property represents the purchase of a				false

		640						LN		28		2		false		           2   long-term resource that could be advantageous to				false

		641						LN		28		3		false		           3   ratepayers for many years.  The Division believes				false

		642						LN		28		4		false		           4   the terms of the Stipulation Agreement taken as a				false

		643						LN		28		5		false		           5   whole are just and reasonable and are in the public				false

		644						LN		28		6		false		           6   interest.  That concludes my summary.				false

		645						LN		28		7		false		           7                  MS. SCHMID:  Thank you.				false

		646						LN		28		8		false		           8                  COMMISSIONER LEVAR:  That concludes				false

		647						LN		28		9		false		           9   your presentation?				false

		648						LN		28		10		false		          10                  MS. SCHMID:  That concludes the				false

		649						LN		28		11		false		          11   Division's presentation.				false

		650						LN		28		12		false		          12                  COMMISSIONER LEVAR:  Thank you.				false

		651						LN		28		13		false		          13   Mr. Snarr?				false

		652						LN		28		14		false		          14                  MR. SNARR:  Yes.  Thank you.				false

		653						LN		28		15		false		          15   Appearing today in support of the Office of Consumer				false

		654						LN		28		16		false		          16   Services is Gavin Mangelson.  He has prepared				false

		655						LN		28		17		false		          17   testimony.  May he be sworn?				false

		656						LN		28		18		false		          18                         GAVIN MANGELSON,				false

		657						LN		28		19		false		          19  having been first duly sworn to tell the truth, was examined				false

		658						LN		28		20		false		          20                    and testified as follows:				false

		659						LN		28		21		false		          21   BY MR. SNARR:				false

		660						LN		28		22		false		          22        Q.   Mr. Mangelson, what is your name, business				false

		661						LN		28		23		false		          23   address, and by whom are you employed?				false

		662						LN		28		24		false		          24        A.   My name is Gavin Mangelson.  My business				false

		663						LN		28		25		false		          25   address is 160 East 300 South, Salt Lake City, Utah.				false
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		665						LN		29		1		false		           1   I'm a utility analyst for the Office of Consumer				false

		666						LN		29		2		false		           2   Services.				false

		667						LN		29		3		false		           3        Q.   Did you submit prefiled direct testimony				false

		668						LN		29		4		false		           4   in this docket?				false

		669						LN		29		5		false		           5        A.   Yes.  On February 21st, 2017, I submitted				false

		670						LN		29		6		false		           6   ten pages of confidential direct testimony.				false

		671						LN		29		7		false		           7                  COMMISSIONER LEVAR:  Mr. Snarr, I'm				false

		672						LN		29		8		false		           8   sorry to interrupt, but I think you're not picking				false

		673						LN		29		9		false		           9   up on our streaming.  If you could maybe move the				false

		674						LN		29		10		false		          10   microphone a little closer to you.				false

		675						LN		29		11		false		          11                  MR. SNARR:  Certainly.				false

		676						LN		29		12		false		          12                  COMMISSIONER LEVAR:  Thank you.				false

		677						LN		29		13		false		          13   BY MR. SNARR:				false

		678						LN		29		14		false		          14        Q.   How is that testimony identified in the				false

		679						LN		29		15		false		          15   proceeding here today?				false

		680						LN		29		16		false		          16        A.   As OCS-1-D.				false

		681						LN		29		17		false		          17        Q.   And are there any corrections or				false

		682						LN		29		18		false		          18   modifications to that testimony as you present that				false

		683						LN		29		19		false		          19   today?				false

		684						LN		29		20		false		          20        A.   No.				false

		685						LN		29		21		false		          21                  MR. SNARR:  We would move to have				false

		686						LN		29		22		false		          22   Mr. Mangelson's  previously filed testimony to be				false

		687						LN		29		23		false		          23   admitted as part of the record.				false

		688						LN		29		24		false		          24                  COMMISSIONER LEVAR:  Thank you.  Ms.				false

		689						LN		29		25		false		          25   Schmid, do you have any objection to that?				false
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		691						LN		30		1		false		           1                  MS. SCHMID:  No objection.				false

		692						LN		30		2		false		           2                  COMMISSIONER LEVAR:  Thank you.  Ms.				false

		693						LN		30		3		false		           3   Clark?				false

		694						LN		30		4		false		           4                  MS. CLARK:  No objection.				false

		695						LN		30		5		false		           5                  COMMISSIONER LEVAR:  Thank you.  The				false

		696						LN		30		6		false		           6   motion is granted.				false

		697						LN		30		7		false		           7   BY MR. SNARR:				false

		698						LN		30		8		false		           8        Q.   Mr. Mangelson, did you participate in the				false

		699						LN		30		9		false		           9   settlement discussions related to the issues raised				false
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		701						LN		30		11		false		          11        A.   Yes.  I participated in the development of				false

		702						LN		30		12		false		          12   the Vermillion Settlement Stipulation which has been				false

		703						LN		30		13		false		          13   submitted to this Commission.  The Office of				false

		704						LN		30		14		false		          14   Consumer Services is a party to that agreement.				false

		705						LN		30		15		false		          15        Q.   Have you prepared a statement or summary				false

		706						LN		30		16		false		          16   of the Office's position?				false

		707						LN		30		17		false		          17        A.   Yes, I have.				false

		708						LN		30		18		false		          18        Q.   Could you please provide that?				false

		709						LN		30		19		false		          19        A.   Thank you.  Good morning, Mr. Chairman,				false

		710						LN		30		20		false		          20   Commissioners.  The Office of Consumer Services				false

		711						LN		30		21		false		          21   conducted detailed analysis of the proposal to				false

		712						LN		30		22		false		          22   include new properties within the Wexpro II				false

		713						LN		30		23		false		          23   Agreement.  In accordance with our statutory				false

		714						LN		30		24		false		          24   mandate, we approached our analysis from the				false

		715						LN		30		25		false		          25   perspective of residential and small commercial				false

		716						PG		31		0		false		page 31				false

		717						LN		31		1		false		           1   customers who together represent a substantial				false

		718						LN		31		2		false		           2   portion of the customers receiving cost of service				false

		719						LN		31		3		false		           3   gas under the Wexpro Agreements.				false

		720						LN		31		4		false		           4             The Office's direct testimony identified				false

		721						LN		31		5		false		           5   cost information for cost of service gas from each				false

		722						LN		31		6		false		           6   of the four properties individually and further				false

		723						LN		31		7		false		           7   divided those properties by existing proven				false

		724						LN		31		8		false		           8   developed producing, or PDP wells, and future				false

		725						LN		31		9		false		           9   development wells.  We included comparisons of this				false

		726						LN		31		10		false		          10   cost information to current market rates.				false

		727						LN		31		11		false		          11             In addition to the cost analysis of the				false

		728						LN		31		12		false		          12   proposed properties, the Office's Direct Testimony				false

		729						LN		31		13		false		          13   identified other issues that are important to				false

		730						LN		31		14		false		          14   consider in this and any future applications to				false

		731						LN		31		15		false		          15   include properties under the Wexpro II Agreement.				false

		732						LN		31		16		false		          16   These additional issues can be summarized into three				false

		733						LN		31		17		false		          17   main points.  First, although a combination of				false

		734						LN		31		18		false		          18   existing wells and new development wells may result				false

		735						LN		31		19		false		          19   in a combined cost of service that is below market				false

		736						LN		31		20		false		          20   prices, acceptance of these wells into the agreement				false

		737						LN		31		21		false		          21   means that ratepayers will be required to purchase				false

		738						LN		31		22		false		          22   the additional volumes that come from these existing				false

		739						LN		31		23		false		          23   wells, even though prices may be, at times, above				false

		740						LN		31		24		false		          24   market prices.				false

		741						LN		31		25		false		          25             Second, the cap on the level of Wexpro Gas				false

		742						PG		32		0		false		page 32				false

		743						LN		32		1		false		           1   as a percentage of total gas supply established in				false

		744						LN		32		2		false		           2   the Canyon Creek Stipulation is a ceiling and should				false

		745						LN		32		3		false		           3   not be treated as a target for levels of Wexpro Gas.				false

		746						LN		32		4		false		           4             And, third, declining volumes of Wexpro				false

		747						LN		32		5		false		           5   Gas should be replaced only if the additional				false

		748						LN		32		6		false		           6   volumes can be justified based on their independent				false

		749						LN		32		7		false		           7   advantage when compared to market prices.				false

		750						LN		32		8		false		           8             The Office believes that the Vermillion				false

		751						LN		32		9		false		           9   Settlement Stipulation filed on March 2, 2017 in				false

		752						LN		32		10		false		          10   this docket reasonably satisfies the issues and				false

		753						LN		32		11		false		          11   concerns that we identified.				false

		754						LN		32		12		false		          12             Cost information was used as the principal				false

		755						LN		32		13		false		          13   basis for our recommendations for each individual				false

		756						LN		32		14		false		          14   property, and cost information was the principal				false

		757						LN		32		15		false		          15   factor in developing the terms of the Settlement				false

		758						LN		32		16		false		          16   Stipulation.  Regarding the Whiskey Canyon and Trail				false

		759						LN		32		17		false		          17   properties, the combined cost of service gas				false

		760						LN		32		18		false		          18   produced from PDP and development wells from these				false

		761						LN		32		19		false		          19   properties is expected to be below current rates.				false

		762						LN		32		20		false		          20   Therefore, the Office supports the inclusion of				false

		763						LN		32		21		false		          21   these properties into the Wexpro II Agreement as				false

		764						LN		32		22		false		          22   stated in paragraph 17 of the Stipulation.				false

		765						LN		32		23		false		          23             Regarding the Canyon Creek property, I				false

		766						LN		32		24		false		          24   will note that the Canyon Creek property referred				false

		767						LN		32		25		false		          25   both to the overriding royalty interest of certain				false
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		769						LN		33		1		false		           1   wells within the participating area, as well as two				false

		770						LN		33		2		false		           2   additional properties outside of the current Canyon				false

		771						LN		33		3		false		           3   Creek participating area.  The Office originally				false

		772						LN		33		4		false		           4   opposed inclusion of the Canyon Creek property into				false

		773						LN		33		5		false		           5   the Wexpro II Agreement based on the uncertainty of				false

		774						LN		33		6		false		           6   resulting actual prices.  During the settlement				false

		775						LN		33		7		false		           7   talks, Wexpro agreed to make certain modifications				false

		776						LN		33		8		false		           8   to the anticipated drilling plan for this property.				false

		777						LN		33		9		false		           9   The changes to the drilling plan are explained in				false

		778						LN		33		10		false		          10   paragraph 18, and initially provide for three				false

		779						LN		33		11		false		          11   vertical wells in lieu of the horizontal well				false

		780						LN		33		12		false		          12   described in the Application.  The revisions to				false

		781						LN		33		13		false		          13   Wexpro's drilling plan for this property should				false

		782						LN		33		14		false		          14   present less risk, result in lower cost of service				false

		783						LN		33		15		false		          15   gas from the new wells, and thereby lower the price				false

		784						LN		33		16		false		          16   of cost of service from the property as whole.				false

		785						LN		33		17		false		          17             Based on the conditions described in				false

		786						LN		33		18		false		          18   paragraph 18, the Office supports inclusion of the				false

		787						LN		33		19		false		          19   Canyon Creek property into the Wexpro II Agreement.				false

		788						LN		33		20		false		          20             Regarding the additional interest in the				false

		789						LN		33		21		false		          21   Kinney property, cost of service gas from the				false

		790						LN		33		22		false		          22   existing wells is currently above market prices, and				false

		791						LN		33		23		false		          23   information about the single-development well				false

		792						LN		33		24		false		          24   provided in the Application does not produce a				false

		793						LN		33		25		false		          25   resulting cost of service gas price below current				false
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		795						LN		34		1		false		           1   market rates.  Parties believe that further				false

		796						LN		34		2		false		           2   exploration in that field may prove additional well				false

		797						LN		34		3		false		           3   sites that would result in a lower overall cost of				false

		798						LN		34		4		false		           4   service price from that area.  Therefore, paragraph				false

		799						LN		34		5		false		           5   19 provides for the withdrawal from consideration of				false

		800						LN		34		6		false		           6   the Kinney property at this time, along with a				false

		801						LN		34		7		false		           7   mechanism for the property to be brought before the				false

		802						LN		34		8		false		           8   Commission under the cost circumstances described in				false

		803						LN		34		9		false		           9   that paragraph.				false

		804						LN		34		10		false		          10             In conclusion, the Office submits that the				false

		805						LN		34		11		false		          11   Vermillion Settlement Stipulation to Questar's				false

		806						LN		34		12		false		          12   request for the inclusion of additional properties				false

		807						LN		34		13		false		          13   under the Wexpro II Agreement will result in just				false

		808						LN		34		14		false		          14   and reasonable rates and is in the public interest				false

		809						LN		34		15		false		          15   and recommends that the Commission approve the				false

		810						LN		34		16		false		          16   Settlement Stipulation.				false

		811						LN		34		17		false		          17                  MR. SNARR:  That concludes the				false

		812						LN		34		18		false		          18   Office's presentation.				false

		813						LN		34		19		false		          19                  COMMISSIONER LEVAR:  Thank you.  Ms.				false

		814						LN		34		20		false		          20   Clark, do you have any questions for any witnesses?				false

		815						LN		34		21		false		          21                  MS. CLARK:  I do not.  Thank you.				false

		816						LN		34		22		false		          22                  COMMISSIONER LEVAR:  Thank you.  Ms.				false

		817						LN		34		23		false		          23   Schmid?				false

		818						LN		34		24		false		          24                  MS. SCHMID:  No questions.				false

		819						LN		34		25		false		          25                  COMMISSIONER LEVAR:  Thank you.  Mr.				false
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		823						LN		35		3		false		           3                  COMMISSIONER LEVAR:  Commissioner				false
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		825						LN		35		5		false		           5                  COMMISSIONER WHITE:  With respect to				false

		826						LN		35		6		false		           6   the Kinney property, to the extent it's not				false

		827						LN		35		7		false		           7   confidential, what is the anticipated timing of the				false

		828						LN		35		8		false		           8   additional exploration of potential request for				false

		829						LN		35		9		false		           9   inclusion?				false

		830						LN		35		10		false		          10                  MS. CLARK:  I think the Company would				false

		831						LN		35		11		false		          11   deem the answer to that question confidential, and I				false

		832						LN		35		12		false		          12   think Mr. Rasmussen is probably best equipped to				false

		833						LN		35		13		false		          13   answer it, and he needs to be sworn.				false

		834						LN		35		14		false		          14                       BRADY B. RASMUSSEN,				false

		835						LN		35		15		false		          15  having been first duly sworn to tell the truth, was examined				false

		836						LN		35		16		false		          16                    and testified as follows:				false

		837						LN		35		17		false		          17                  COMMISSIONER LEVAR:  Is there any				false

		838						LN		35		18		false		          18   objection, Ms. Schmid, from closing the hearing to				false

		839						LN		35		19		false		          19   hear the answer to this question?				false

		840						LN		35		20		false		          20                  MS. SCHMID:  No objection.				false

		841						LN		35		21		false		          21                  COMMISSIONER LEVAR:  Thank you.  Mr.				false
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		843						LN		35		23		false		          23                  MR. SNARR:  No objection.				false

		844						LN		35		24		false		          24                  COMMISSIONER LEVAR:  We find it is in				false
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		864						LN		36		18		false		          18                  ///				false

		865						LN		36		19		false		          19                  ///				false

		866						LN		36		20		false		          20                  ///				false

		867						LN		36		21		false		          21                  ///				false

		868						LN		36		22		false		          22                  ///				false

		869						LN		36		23		false		          23                  ///				false

		870						LN		36		24		false		          24                  ///				false

		871						LN		36		25		false		          25                  ///				false

		872						PG		48		0		false		page 48				false

		873						LN		48		1		false		           1                  (Confidential portion ends.)				false

		874						LN		48		2		false		           2                  COMMISSIONER LEVAR:  We will open the				false
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		881						LN		48		9		false		           9   Commission on the 17th of this month; I believe				false

		882						LN		48		10		false		          10   that's next Friday.  We would request, recognizing				false

		883						LN		48		11		false		          11   that it would be helpful to have a decision from				false

		884						LN		48		12		false		          12   this Commission prior to that hearing, we would				false

		885						LN		48		13		false		          13   request a bench order.  We recognize that's a lot to				false

		886						LN		48		14		false		          14   ask and if you are not prepared to do so, we would				false

		887						LN		48		15		false		          15   simply request that we get some indication prior to				false

		888						LN		48		16		false		          16   the Wyoming hearing.				false

		889						LN		48		17		false		          17                  The other matter would be the				false

		890						LN		48		18		false		          18   Application did not identify an effective date.  We				false

		891						LN		48		19		false		          19   would like to treat this matter the same way we have				false

		892						LN		48		20		false		          20   treated prior Wexpro II matters and seek an				false

		893						LN		48		21		false		          21   effective date of the first of the same month in				false

		894						LN		48		22		false		          22   which the hearings were held.  So in this case, it				false

		895						LN		48		23		false		          23   would be March 1st.  And I think that is all the				false
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		901						LN		49		3		false		           3   March 1st and then subsequently issue a written				false

		902						LN		49		4		false		           4   order confirming that, and if the Wyoming Commission				false

		903						LN		49		5		false		           5   were to do a bench ruling with a subsequent written				false

		904						LN		49		6		false		           6   order, just looking at paragraph 20, when the 45				false

		905						LN		49		7		false		           7   days -- and that's not based on effective date but				false

		906						LN		49		8		false		           8   on Commission approval -- was it anticipated that				false

		907						LN		49		9		false		           9   that would run beginning with the first -- I'm				false

		908						LN		49		10		false		          10   sorry, with the second bench ruling or with the				false

		909						LN		49		11		false		          11   final written order?				false

		910						LN		49		12		false		          12                  MS. CLARK:  I think as a technical				false

		911						LN		49		13		false		          13   matter, it is intended to run with the final ruling				false

		912						LN		49		14		false		          14   that makes all of this effective.  That said, I can				false

		913						LN		49		15		false		          15   tell you and assure you that the Company and the				false

		914						LN		49		16		false		          16   parties have already been talking.  The Company is				false

		915						LN		49		17		false		          17   conducting analysis, and we will be prompt about				false

		916						LN		49		18		false		          18   that.				false

		917						LN		49		19		false		          19                  COMMISSIONER LEVAR:  When you say				false

		918						LN		49		20		false		          20   final written ruling --				false

		919						LN		49		21		false		          21                  MS. CLARK:  I think it would be the				false

		920						LN		49		22		false		          22   final bench ruling.  If we were to get, for example,				false

		921						LN		49		23		false		          23   a bench ruling from Wyoming on the 17th, we would				false

		922						LN		49		24		false		          24   deem the clock to begin running that day.				false
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		926						LN		50		2		false		           2                  MS. SCHMID:  The Division would				false

		927						LN		50		3		false		           3   support the issuance of a bench order.				false

		928						LN		50		4		false		           4                  COMMISSIONER LEVAR:  Thank you.  Mr.				false

		929						LN		50		5		false		           5   Snarr?				false

		930						LN		50		6		false		           6                  MR. SNARR:  We would agree with the				false

		931						LN		50		7		false		           7   running of the date as Ms. Clark has described.				false

		932						LN		50		8		false		           8                  COMMISSIONER LEVAR:  Do you have any				false

		933						LN		50		9		false		           9   position on a bench ruling today?				false

		934						LN		50		10		false		          10                  MR. SNARR:  It would be nice to have				false

		935						LN		50		11		false		          11   it.  We're here just to facilitate this process.				false

		936						LN		50		12		false		          12                  COMMISSIONER LEVAR:  Thank you.  Any				false

		937						LN		50		13		false		          13   questions from Commissioner Clark or Commissioner				false

		938						LN		50		14		false		          14   White on the motion for bench ruling?				false

		939						LN		50		15		false		          15                  COMMISSIONER WHITE:  Just to clarify,				false

		940						LN		50		16		false		          16   is there any opposition to the effective date moving				false

		941						LN		50		17		false		          17   to the first of the month?  Does that change the				false

		942						LN		50		18		false		          18   position of the Office or the Division?				false

		943						LN		50		19		false		          19                  MS. SCHMID:  It does not change the				false

		944						LN		50		20		false		          20   position of the Division.				false

		945						LN		50		21		false		          21                  MR. SNARR:  There's no objection to				false
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		956						LN		51		6		false		           6   just and reasonable and in the public interest, and				false

		957						LN		51		7		false		           7   we conclude that it is consistent with the relevant				false

		958						LN		51		8		false		           8   statutes and the previous Agreements and previous				false
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           1                         PROCEEDINGS



           2                  COMMISSIONER LEVAR:  This is Public



           3   Service Commission Docket #17-057-01 In the Matter



           4   of the Application of Questar Gas Company for



           5   approval of the Vermillion Acquisition as a Wexpro



           6   II Property.  Why don't we start with appearances



           7   for the Utility.



           8                  MS. CLARK:  Thank you.  Jennifer



           9   Nelson Clark.  I'm an attorney for the applicant,



          10   and I have with me Barrie McKay who is the director



          11   of customer rates and regulation for Questar Gas;



          12   and Brady Rasmussen, the vice president and general



          13   manager of Wexpro Company.



          14                  COMMISSIONER LEVAR:  Thank you.



          15                  MS. SCHMID:  Good morning.  Patricia



          16   E. Schmid with the Attorney General's Office



          17   representing the Division of Public Utilities.  With



          18   me this morning as the Division's witness is Douglas



          19   W. Wheelwright.  Sorry, D. Wheelwright.



          20                  COMMISSIONER LEVAR:  That's an



          21   important clarification.



          22                  MS. SCHMID:  It is.



          23                  MR. SNARR:  And my name is Steven W.



          24   Snarr.  I'm counsel for the Office of Consumer



          25   Services.  With me today is Gavin Mangelson, who is
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           1   a utility analyst.



           2                  COMMISSIONER LEVAR:  Any preliminary



           3   matters before we go to Ms. Clark?



           4                  MS. CLARK:  Yes.  We have a couple of



           5   housekeeping issues.  The first deals with



           6   confidential information.  The vast majority of Mr.



           7   McKay's summary that he will offer today is not



           8   confidential; however, there is a piece that sort of



           9   fits in the middle that we'll need to treat as



          10   confidential information.  So for purposes of your



          11   record and also if we're streaming, I wanted to note



          12   that in advance.



          13                  And then the second matter that I



          14   wanted to raise was the issue of cross-examination.



          15   Counsel has spoken and if it's appropriate and if



          16   you feel comfortable, we're happy to do all of the



          17   summaries at the same time, and then perhaps have



          18   questioning via the panel.  We recognize that



          19   Mr. McKay will be our only testifying witness today.



          20   We've brought Mr. Rasmussen with us in anticipation



          21   of questions, so if that works with the Commission,



          22   we think that would be an appropriate way to



          23   proceed.



          24                  COMMISSIONER LEVAR:  And if there's



          25   no objection from any other party -- and it sounds
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           1   like there's not -- to handling any potential



           2   cross-examination, that makes sense.



           3                  With respect to the first issue, I



           4   think the way we'll need to handle that is if at the



           5   appropriate moment you want to make a motion to



           6   close the proceeding to the public, there's a



           7   required finding.  The Commission has to find that



           8   it's in the public interest to do so.  So we can



           9   deal with that at the appropriate time and make sure



          10   that only appropriate people are in the room and the



          11   streaming is discontinued for that portion.



          12                  MS. CLARK:  That raises one other



          13   question in my mind, and it is possible, I guess,



          14   during cross-examination and examination by the



          15   Commission that they may also raise issues that are



          16   confidential and so if I interject, I will apologize



          17   for the rudeness in advance.



          18                  COMMISSIONER LEVAR:  If anyone asks a



          19   question that you think would require any



          20   confidential information, please jump in and stop us



          21   before we keep going.



          22                  MS. CLARK:  Thank you.



          23                  COMMISSIONER LEVAR:  Any other



          24   preliminary matters?  Okay, then, Ms. Clark.



          25                  MS. CLARK:  The Company calls
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           1   Mr. Barrie L. McKay.



           2                         BARRIE L. MCKAY,



           3  having been first duly sworn to tell the truth, was examined



           4                    and testified as follows:



           5   BY MS. CLARK:



           6        Q.   Mr. McKay, will you state your name and



           7   business address for the record?



           8        A.   Barrie L. McKay, and I think I'm at 333



           9   South State, Salt Lake City, Utah.



          10        Q.   And are you the same Barrie McKay that



          11   filed pre-filed direct testimony in this matter



          12   along with accompanying Exhibits 2.1, 2.2, and also



          13   a Supplemental Exhibit 2.2.1-S?



          14        A.   Yes.



          15        Q.   Did you actively participate in this



          16   docket and in the development of the Settlement



          17   Stipulation of this before the Commission today?



          18        A.   I did.



          19        Q.   Can you please summarize that Settlement



          20   Stipulation?



          21        A.   I can.  Turning to the Stipulation, I want



          22   to at least touch these first few paragraphs -- I



          23   don't need to go through them in detail -- but I do



          24   want to recognize what's included in them.



          25   Actually, the first paragraph in the Stipulation is
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           1   simply recognizing that both this Commission and the



           2   Wyoming Commission needs to approve these



           3   properties, or, shall we say, at least this



           4   stipulation before it becomes effective.



           5             The first numbered paragraph is a



           6   reference back to Wexpro I, second one is a



           7   reference back to Wexpro II, third paragraph is a



           8   reference to the Trail Settlement Stipulation, and



           9   fourth paragraph is referencing the Canyon Creek



          10   Settlement Stipulation, all of which govern how we



          11   go about having these properties approved before the



          12   Commission and then develop them and the criteria



          13   that must be reached in order for them to continue



          14   to be part of that.



          15             We then recognize that within the Wexpro



          16   II agreement, there's two specific parts in



          17   paragraph 5 that we were relying on and that



          18   required us to come before both the Utah Commission



          19   and the Wyoming Commission.  One paragraph



          20   identifies that there are certain properties that we



          21   shall bring before the Commission, and we have about



          22   three of those -- we'll point those out in a



          23   minute -- and then for the first time before any of



          24   the Commissions, Questar Gas and Wexpro have brought



          25   a couple of properties where it was our choice to do
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           1   that.



           2             Then we simply summarize in paragraph 6



           3   the timing of the acquisition of the Kinney Unit,



           4   which was in April of 2015.  Paragraph 7 identifies



           5   the Trail, Whiskey Canyon, and the Canyon Creek



           6   Units and their purchase, which was in December of



           7   2015.  Then we did make the filing before this



           8   Commission the beginning of this year, January 9th,



           9   and we point out in this paragraph that it is the



          10   Trail, the Kinney Unit, and the Canyon Creek



          11   Override that fell into the category that we shall



          12   or that we must bring that before the Commission.



          13   All of those properties were in the Development



          14   Drilling Area.  And then the Whiskey Canyon and the



          15   Canyon Creek outside the PA -- that stands for



          16   "outside the participating area" for properties that



          17   was a choice or that we may bring them -- we



          18   identify them in that paragraph.  We have properly



          19   filed, including all of the information that was



          20   thought of as we had the process of approving the



          21   Wexpro II Agreement.  The Hydrocarbon monitor



          22   performed his responsibilities in reviewing all of



          23   that and filing his initial report within the seven



          24   days of filing of our Application.  We obviously had



          25   some scheduling conferences, we held two technical
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           1   conferences within the two dockets -- the one that



           2   is of importance here would be the February 2nd one



           3   that we held in Utah -- answered numerous data



           4   requests, filing direct testimony, and then in



           5   paragraph 14, the parties met for the first time on



           6   the 23rd of February along with the Hydrocarbon



           7   monitor.  I want to point that out, as you'll see



           8   here in a minute, we needed to rely on his expertise



           9   and actually his third-party verification for a



          10   settled-upon change of how Wexpro will be developing



          11   one of the properties, and he helped in that



          12   process.  Then, simply, in 16 is the recognition



          13   that this resolves all the issues in the docket



          14   before this Commission.



          15             So the key things are the Terms and



          16   Conditions, which begin in paragraph 17 where it's



          17   identified that the Trail Unit and the Whiskey



          18   Canyon Unit shall be approved as Wexpro II



          19   properties.  In paragraph 18, we identify that the



          20   Canyon Creek property, which includes the "outside



          21   the participating area" as well as the overriding



          22   royalties, will be approved as a Wexpro II property,



          23   subject to a change in the way that Wexpro will



          24   develop the properties.  And they will replace what



          25   was originally anticipated as a horizontal well with
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           1   a vertical drilling program in an area outside the



           2   participating area.  And after those first three



           3   wells are drilled, Wexpro has agreed that they will



           4   bring the results, costs, the volumes that are



           5   anticipated before the parties and will not proceed



           6   with further drilling until that has happened, as



           7   well as the opportunity for the Hydrocarbon monitor



           8   to review the results of those first three wells and



           9   deem it reasonable in moving forward.



          10             And then as we worked through this, we



          11   wanted to make sure that everybody realized that we



          12   are agreeing to this approach, but we are also



          13   recognizing that overarching the development of the



          14   Canyon Creek Unit are still the criteria of the



          15   issues that were settled in the Trail Stipulation,



          16   as well as the Canyon Creek, which is the limiting



          17   amount of volumes that Wexpro can provide to Questar



          18   Gas, as well as needing to meet the 5-year forward



          19   curve before they drill and meeting the



          20   commerciality test.  So we make a reference to that



          21   at the end of that paragraph.



          22             And I think, now, to provide further



          23   clarity and to get some additional evidence on the



          24   record, we've prepared a few, I guess we call them



          25   hearing exhibits, but those are going to be
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           1   confidential.



           2                  MS. CLARK:  They are, and if I can



           3   approach, I'll give you copies and we can just



           4   briefly make the motion and lay the reasoning for



           5   calling it confidential.



           6                  COMMISSIONER LEVAR:  Okay.  So you'll



           7   provide us with three copies prior to the motion and



           8   to the two parties.  Okay.  Thank you.



           9                  MS. CLARK:  The parties have them.



          10                  COMMISSIONER LEVAR:  They already



          11   have them?  Okay.  Thank you.



          12                  MS. CLARK:  Now that we have them in



          13   front of us, the Company would move that the hearing



          14   be closed for the portion of Mr. McKay's testimony



          15   when he testifies to these four exhibits you have in



          16   front of you.  And if we can previously flip through



          17   them, I would preface it by saying these are either



          18   updates or supplements to exhibits that have been



          19   previously filed as confidential exhibits.  You'll



          20   note that the first one has some information related



          21   to drilling and costs that the Company deems



          22   confidential.  The second is supplemental to



          23   Application Exhibit B.  It also contains future



          24   drilling plans which the Company deems confidential.



          25   The third that you can see has to do with total gas
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           1   supply, and the right-hand side of that exhibit



           2   contains some forecasts; and, again, the Company



           3   deems that forecast information to be confidential.



           4                  And, finally, Confidential Hearing



           5   Exhibit 4 is the future drilling plan, Wexpro's



           6   future drilling plan for these properties, and the



           7   Company deems that confidential as well.  The



           8   Company would argue that  disclosure of this



           9   information would put it at a competitive



          10   disadvantage for negotiations in the future, and it



          11   would also cause the Company to disclose information



          12   that it views proprietary.



          13                  COMMISSIONER LEVAR:  Thank you.  Is



          14   there any objection to this motion.  Ms. Schmid?



          15                  MS. SCHMID:  No objection.



          16                  COMMISSIONER LEVAR:  Mr. Snarr?



          17                  MR. SNARR:  No objection.



          18                  COMMISSIONER LEVAR:  We find that it



          19   is in the interest of the public to grant the motion



          20   and to close the hearing to anyone who's not a party



          21   until we complete discussion of confidential



          22   information.  So we will discontinue streaming at



          23   this point.  Is there anyone in the room -- I don't



          24   know the names of everyone in the room, but if



          25   everyone at the table is comfortable with those in
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           1   the room, then we can proceed.



           2                  MS. CLARK:  It's fine.  I think we



           3   recognize everyone here.



           4                  COMMISSIONER LEVAR:  Okay.  Do we



           5   have the streaming turned off?  Okay.  Thank you.



           6       (The following testimony was deemed confidential. )



           7                  ///



           8                  ///



           9                  ///



          10                  ///



          11                  ///



          12                  ///



          13                  ///



          14                  ///



          15                  ///



          16                  ///



          17                  ///



          18                  ///



          19                  ///



          20                  ///



          21                  ///



          22                  ///



          23                  ///



          24                  ///



          25                  ///
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           1                  (End of confidential testimony.)



           2                  COMMISSIONER LEVAR:  We will reopen



           3   the meeting then to the public.  Any objection to



           4   reopening the meeting?  We'll start the streaming



           5   again.  Thank you.



           6                  MS. CLARK:  The Company would now



           7   move for the admission of Confidential Hearing



           8   Exhibits 1, 2, 3, and 4.



           9                  COMMISSIONER LEVAR:  Any objection to



          10   that motion, Ms. Schmid?



          11                  MS. SCHMID:  No objection.



          12                  COMMISSIONER LEVAR:  Mr. Snarr?



          13                  MR. SNARR:  No objection.



          14                  COMMISSIONER LEVAR:  The motion is



          15   granted.  Thank you.



          16   BY MS. CLARK:



          17        Q.   Please proceed, Mr. McKay.



          18        A.   That gets us to paragraph 19.  In



          19   paragraph 19, the parties agreed that the Kinney



          20   Unit at this time would be withdrawn for



          21   consideration before this Commission, and then we



          22   would give Wexpro the opportunity to be able to



          23   prove that this unit can be economically developed



          24   if they can.  And based on a verification



          25   recognizing that the Wexpro Agreement is
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           1   self-governing here, we know the Hydrocarbon monitor



           2   would be reviewing their work in that area and



           3   assuming that it can be economically developed, then



           4   we -- Questar Gas, Wexpro -- shall bring this



           5   property back before the Commission.  We're not



           6   committing the Commission or any parties that it has



           7   to become part of Wexpro I, but simply giving



           8   parties a free option, if you will, on this.  And



           9   our concern was, is that the way that the Wexpro II



          10   Agreement, I think, contemplated properties being



          11   brought before the Commission is that you would



          12   bring a property and it would either be included or



          13   not included, and that's the way we would live going



          14   forward.  We didn't want that decision to have to be



          15   made on this if the property looks promising, but



          16   there wasn't enough evidence at this time, and we



          17   agreed that we would delay that official decision



          18   before this Commission by us withdrawing that.  And



          19   then assuming that it's a good property and parties



          20   don't want us -- if it doesn't prove to be a good



          21   property -- to have us, quote, waste our time with



          22   having to see that the numbers aren't good, we



          23   recognize the Hydrocarbon monitor in the review of



          24   that process will be able to satisfy that concern.



          25   But if it can be economically developed, Wexpro and
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           1   Questar Gas would bring it back before the



           2   Commission and give the parties an option to have it



           3   become a Wexpro II property.



           4             That leads us to paragraph 20, which



           5   they're in the process of discovery and



           6   negotiations.  There were concerns related to at



           7   least three areas, and we wanted to memorialize



           8   those and agree that -- assuming approval of the



           9   Settlement Stipulation in both Utah and Wyoming --



          10   the parties would meet within 45 days and discuss



          11   the mitigation of risks associated with other



          12   participating areas.  Right now, our discussion has



          13   been that it's not imminent, but we wanted to make



          14   sure we all had an understanding of what that might



          15   be out there and provide the evidence to make sure



          16   everyone had understanding with it.



          17             We also wanted to evaluate the -- talk



          18   about and discuss the evaluating and the



          19   implementing of future sale or retirement exchange



          20   of Wexpro I assets as their useful life comes to an



          21   end, and then specifically talk about the timing.  I



          22   think it's a little odd -- we will freely admit



          23   that -- that time that happened between Wexpro



          24   acquiring these properties and then bringing them



          25   before the Commission has some unique circumstances,
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           1   but we wanted to discuss that timing which has not



           2   been specifically addressed.



           3             Then the last paragraph in the Terms and



           4   Conditions is 21, and is essentially a paragraph



           5   that has existed in our other stipulations that



           6   recognizes that Wexpro -- the paragraphs in the



           7   Settlement Stipulation of Wexpro I are still in



           8   force as it relates to regulation, or, shall we say



           9   not regulation of Questar -- sorry, of Wexpro.  So



          10   I'm going to make one more attempt on that.  This



          11   paragraph refers to Wexpro and how they are not



          12   considered a regulated entity, and that's spelled



          13   out in the Wexpro I Agreement.



          14             The rest of this is the General Terms and



          15   Conditions, stating that we feel that this is a just



          16   and reasonable resolution of the issues and it's in



          17   the public interest.  In paragraph 22, it doesn't



          18   set any precedent as far as other issues bringing



          19   before the Commission in the future.  We'll be happy



          20   to provide witnesses, and I think you're seeing that



          21   happen today.  And then, if, in fact, we're not



          22   approved by the Commissions, how the parties would



          23   respond and act.



          24             But in summary, we feel this is an



          25   excellent resolution of the issues in this case, and
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           1   it's just and reasonable and ought to be approved by



           2   this Commission.



           3        Q.   Does that conclude your summary?



           4        A.   Yes.



           5                  MS. CLARK:  Before the Company



           6   surrenders the floor, it would move for the



           7   admission pursuant to paragraph 24 of the



           8   Stipulation of those exhibits referenced in Questar



           9   Gas Company's Exhibit Index.  The parties and the



          10   court reporter have been provided with the index,



          11   and you will find it if you just open the cover of



          12   the binder in front of you.  It includes the



          13   exhibits -- the Application and the exhibits that



          14   accompanied it, Exhibits A through P including



          15   subparts.  It also includes the supplemental



          16   information that was filed in this docket; the



          17   direct testimony of Mr. McKay with accompanying



          18   Exhibits 2.1, 2.2, and 2.2.1-S; and then also the



          19   direct testimony of Brady B. Rasmussen, which is



          20   Exhibit 3 with accompanying exhibits; Questar Gas



          21   Exhibit 3.1, 3.2, 3.2.1-S, 3.3, 3.4, 3.5, 3.6, 3.7,



          22   and we'll just say with the subparts of 3.7.  Those



          23   were filed with the supplemental information and



          24   3.8.



          25                  COMMISSIONER LEVAR:  Thank you.

�                                                                          23











           1   Ms. Schmid, any objection to that motion?



           2                  MS. SCHMID:  No objection.



           3                  COMMISSIONER LEVAR:  Mr. Snarr?



           4                  MR. SNARR:  No objection.



           5                  COMMISSIONER LEVAR:  Okay.  The



           6   motion is granted.  Thank you.



           7                  MS. CLARK:  Thank you.  The Company



           8   does not have any other witnesses to offer at this



           9   time.



          10                  COMMISSIONER LEVAR:  Okay.  With the



          11   understanding there might be questions later, we



          12   will move on to Ms. Schmid.



          13                  MS. SCHMID:  Thank you.  The



          14   Division's witness this morning is Mr. Douglas D.



          15   Wheelwright.  Could he please be sworn?



          16                     DOUGLAS D. WHEELWRIGHT,



          17  having been first duly sworn to tell the truth, was examined



          18                    and testified as follows:



          19   BY MS. SCHMID:



          20        Q.   Mr. Wheelwright, could you please tell us



          21   by whom you are employed, your position, and your



          22   business address?



          23        A.   Yes.  I'm a technical consultant with the



          24   Division of Public Utilities.  My address is 160



          25   East 300 South.
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           1        Q.   On behalf of the Division, have you



           2   participated in this docket?



           3        A.   Yes, I have.



           4        Q.   Did that participation include preparing



           5   and causing to be filed DPU Exhibit No. 1.0 Direct,



           6   along with DPU Exhibit No. 1.01 Direct, 1.02, which



           7   were confidential, 1.01, 1.02 Redacted, and then DPU



           8   1.0 Direct, your corrected prefiled direct testimony



           9   along with redacted Exhibits 1.01 and 1.02?



          10        A.   Yes.



          11        Q.   Why was corrected prefiled direct



          12   testimony filed?



          13        A.   The only correction to the original filing



          14   was a change in our summary.  We removed some of the



          15   redacted portion of that summary.



          16                  MS. SCHMID:  The Division would like



          17   to move to admit the exhibits previously identified.



          18   You also have been provided with an exhibit list.



          19                  COMMISSIONER LEVAR:  Mr. Snarr, any



          20   objection to that motion?



          21                  MR. SNARR:  No objection.



          22                  COMMISSIONER LEVAR:  Ms. Clark?



          23                  MS. CLARK:  No objection.



          24                  COMMISSIONER LEVAR:  The motion is



          25   granted.
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           1                  MS. SCHMID:  Thank you.



           2   BY MS. SCHMID:



           3        Q.   Mr. Wheelwright, did you participate in



           4   the settlement meetings?



           5        A.   Yes, I did.



           6        Q.   Do you have summary statements to provide?



           7        A.   Yes, I do.



           8        Q.   Please proceed.



           9        A.   Thank you, Commissioners.  The objective



          10   of the Wexpro II Agreement was to create a structure



          11   and a mechanism that could potentially allow



          12   additional properties to be included in future cost



          13   of service gas production.  The Vermillion



          14   Application before you today represents the third



          15   time additional properties have been presented for



          16   approval.  The Regional Application in this docket



          17   represented the purchase of varying ownership



          18   interest in four separate properties identified as



          19   the Vermillion Acquisition.  In direct testimony,



          20   the Division recommended approval of the additional



          21   interest in the Trail property and approval of the



          22   Whiskey Canyon property.  The Division expressed



          23   concern with the original proposal for wells in



          24   Canyon Creek and concerns with the cost of service



          25   from the Kinney field.  In response, the Company
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           1   prepared a modification to the proposed drilling in



           2   Canyon Creek and prepared a revised cost of service



           3   calculation that excluded the additional ownership



           4   in the Kinney property.  These two modifications to



           5   the original Application are the basis for the



           6   Settlement Stipulation which has been signed by all



           7   the interested parties and has been outlined today



           8   by Mr. McKay.



           9             The calculations and the assumptions used



          10   in the original Application and the assumptions used



          11   in the Settlement Stipulation have been reviewed and



          12   evaluated by Mr. David Evans, the independent



          13   Hydrocarbon monitor.  The first confidential report



          14   from the Hydrocarbon monitor was filed with the



          15   Commission on January 19th, and the second report



          16   was filed on February 27th.  In both reports, Mr.



          17   Evans indicated that in his opinion, the reserves



          18   and associated economic information represented by



          19   Wexpro were reasonable.  The specifics of the cost



          20   of service price projections from this acquisition



          21   are confidential, but have been included in Exhibits



          22   L-1 through L-5 of the original filing and in



          23   subsequent updates.  A comparison of the cost of



          24   service price from the Vermillion properties along



          25   with the total cost of service price for all of the
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           1   Wexpro production and the projected market price was



           2   included in my direct testimony.



           3             The revised projections of Exhibit L-5



           4   with a modified drilling in Canyon Creek and



           5   excluding the Kinney property show a slight decrease



           6   in the total cost of service price for the three



           7   remaining Vermillion properties.  It should be noted



           8   that a total volume of natural gas production from



           9   the Vermillion Acquisition represents a small



          10   percentage of the total Wexpro production and will



          11   have a minor impact on the total price of cost of



          12   service gas produced by Wexpro.



          13             The Division has reviewed the Company's



          14   Application and subsequent updates and has



          15   participated in the settlement negotiations.  Key



          16   provisions of the stipulation will allow the Company



          17   to resubmit the Kinney property in the future and



          18   require further discussions with the Company to



          19   clarify procedures for property sale or exchange and



          20   potential expansion of participation area.



          21             It is the Division's recommendation that



          22   the Commission approve the properties identified in



          23   the Vermillion Settlement Stipulation and that these



          24   properties be included under the Wexpro II



          25   Agreement.  Approval of the Vermillion Acquisition
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           1   as a Wexpro II property represents the purchase of a



           2   long-term resource that could be advantageous to



           3   ratepayers for many years.  The Division believes



           4   the terms of the Stipulation Agreement taken as a



           5   whole are just and reasonable and are in the public



           6   interest.  That concludes my summary.



           7                  MS. SCHMID:  Thank you.



           8                  COMMISSIONER LEVAR:  That concludes



           9   your presentation?



          10                  MS. SCHMID:  That concludes the



          11   Division's presentation.



          12                  COMMISSIONER LEVAR:  Thank you.



          13   Mr. Snarr?



          14                  MR. SNARR:  Yes.  Thank you.



          15   Appearing today in support of the Office of Consumer



          16   Services is Gavin Mangelson.  He has prepared



          17   testimony.  May he be sworn?



          18                         GAVIN MANGELSON,



          19  having been first duly sworn to tell the truth, was examined



          20                    and testified as follows:



          21   BY MR. SNARR:



          22        Q.   Mr. Mangelson, what is your name, business



          23   address, and by whom are you employed?



          24        A.   My name is Gavin Mangelson.  My business



          25   address is 160 East 300 South, Salt Lake City, Utah.
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           1   I'm a utility analyst for the Office of Consumer



           2   Services.



           3        Q.   Did you submit prefiled direct testimony



           4   in this docket?



           5        A.   Yes.  On February 21st, 2017, I submitted



           6   ten pages of confidential direct testimony.



           7                  COMMISSIONER LEVAR:  Mr. Snarr, I'm



           8   sorry to interrupt, but I think you're not picking



           9   up on our streaming.  If you could maybe move the



          10   microphone a little closer to you.



          11                  MR. SNARR:  Certainly.



          12                  COMMISSIONER LEVAR:  Thank you.



          13   BY MR. SNARR:



          14        Q.   How is that testimony identified in the



          15   proceeding here today?



          16        A.   As OCS-1-D.



          17        Q.   And are there any corrections or



          18   modifications to that testimony as you present that



          19   today?



          20        A.   No.



          21                  MR. SNARR:  We would move to have



          22   Mr. Mangelson's  previously filed testimony to be



          23   admitted as part of the record.



          24                  COMMISSIONER LEVAR:  Thank you.  Ms.



          25   Schmid, do you have any objection to that?
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           1                  MS. SCHMID:  No objection.



           2                  COMMISSIONER LEVAR:  Thank you.  Ms.



           3   Clark?



           4                  MS. CLARK:  No objection.



           5                  COMMISSIONER LEVAR:  Thank you.  The



           6   motion is granted.



           7   BY MR. SNARR:



           8        Q.   Mr. Mangelson, did you participate in the



           9   settlement discussions related to the issues raised



          10   in this docket?



          11        A.   Yes.  I participated in the development of



          12   the Vermillion Settlement Stipulation which has been



          13   submitted to this Commission.  The Office of



          14   Consumer Services is a party to that agreement.



          15        Q.   Have you prepared a statement or summary



          16   of the Office's position?



          17        A.   Yes, I have.



          18        Q.   Could you please provide that?



          19        A.   Thank you.  Good morning, Mr. Chairman,



          20   Commissioners.  The Office of Consumer Services



          21   conducted detailed analysis of the proposal to



          22   include new properties within the Wexpro II



          23   Agreement.  In accordance with our statutory



          24   mandate, we approached our analysis from the



          25   perspective of residential and small commercial
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           1   customers who together represent a substantial



           2   portion of the customers receiving cost of service



           3   gas under the Wexpro Agreements.



           4             The Office's direct testimony identified



           5   cost information for cost of service gas from each



           6   of the four properties individually and further



           7   divided those properties by existing proven



           8   developed producing, or PDP wells, and future



           9   development wells.  We included comparisons of this



          10   cost information to current market rates.



          11             In addition to the cost analysis of the



          12   proposed properties, the Office's Direct Testimony



          13   identified other issues that are important to



          14   consider in this and any future applications to



          15   include properties under the Wexpro II Agreement.



          16   These additional issues can be summarized into three



          17   main points.  First, although a combination of



          18   existing wells and new development wells may result



          19   in a combined cost of service that is below market



          20   prices, acceptance of these wells into the agreement



          21   means that ratepayers will be required to purchase



          22   the additional volumes that come from these existing



          23   wells, even though prices may be, at times, above



          24   market prices.



          25             Second, the cap on the level of Wexpro Gas
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           1   as a percentage of total gas supply established in



           2   the Canyon Creek Stipulation is a ceiling and should



           3   not be treated as a target for levels of Wexpro Gas.



           4             And, third, declining volumes of Wexpro



           5   Gas should be replaced only if the additional



           6   volumes can be justified based on their independent



           7   advantage when compared to market prices.



           8             The Office believes that the Vermillion



           9   Settlement Stipulation filed on March 2, 2017 in



          10   this docket reasonably satisfies the issues and



          11   concerns that we identified.



          12             Cost information was used as the principal



          13   basis for our recommendations for each individual



          14   property, and cost information was the principal



          15   factor in developing the terms of the Settlement



          16   Stipulation.  Regarding the Whiskey Canyon and Trail



          17   properties, the combined cost of service gas



          18   produced from PDP and development wells from these



          19   properties is expected to be below current rates.



          20   Therefore, the Office supports the inclusion of



          21   these properties into the Wexpro II Agreement as



          22   stated in paragraph 17 of the Stipulation.



          23             Regarding the Canyon Creek property, I



          24   will note that the Canyon Creek property referred



          25   both to the overriding royalty interest of certain
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           1   wells within the participating area, as well as two



           2   additional properties outside of the current Canyon



           3   Creek participating area.  The Office originally



           4   opposed inclusion of the Canyon Creek property into



           5   the Wexpro II Agreement based on the uncertainty of



           6   resulting actual prices.  During the settlement



           7   talks, Wexpro agreed to make certain modifications



           8   to the anticipated drilling plan for this property.



           9   The changes to the drilling plan are explained in



          10   paragraph 18, and initially provide for three



          11   vertical wells in lieu of the horizontal well



          12   described in the Application.  The revisions to



          13   Wexpro's drilling plan for this property should



          14   present less risk, result in lower cost of service



          15   gas from the new wells, and thereby lower the price



          16   of cost of service from the property as whole.



          17             Based on the conditions described in



          18   paragraph 18, the Office supports inclusion of the



          19   Canyon Creek property into the Wexpro II Agreement.



          20             Regarding the additional interest in the



          21   Kinney property, cost of service gas from the



          22   existing wells is currently above market prices, and



          23   information about the single-development well



          24   provided in the Application does not produce a



          25   resulting cost of service gas price below current
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           1   market rates.  Parties believe that further



           2   exploration in that field may prove additional well



           3   sites that would result in a lower overall cost of



           4   service price from that area.  Therefore, paragraph



           5   19 provides for the withdrawal from consideration of



           6   the Kinney property at this time, along with a



           7   mechanism for the property to be brought before the



           8   Commission under the cost circumstances described in



           9   that paragraph.



          10             In conclusion, the Office submits that the



          11   Vermillion Settlement Stipulation to Questar's



          12   request for the inclusion of additional properties



          13   under the Wexpro II Agreement will result in just



          14   and reasonable rates and is in the public interest



          15   and recommends that the Commission approve the



          16   Settlement Stipulation.



          17                  MR. SNARR:  That concludes the



          18   Office's presentation.



          19                  COMMISSIONER LEVAR:  Thank you.  Ms.



          20   Clark, do you have any questions for any witnesses?



          21                  MS. CLARK:  I do not.  Thank you.



          22                  COMMISSIONER LEVAR:  Thank you.  Ms.



          23   Schmid?



          24                  MS. SCHMID:  No questions.



          25                  COMMISSIONER LEVAR:  Thank you.  Mr.
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           1   Snarr?



           2                  MR. SNARR:  No questions.



           3                  COMMISSIONER LEVAR:  Commissioner



           4   White?



           5                  COMMISSIONER WHITE:  With respect to



           6   the Kinney property, to the extent it's not



           7   confidential, what is the anticipated timing of the



           8   additional exploration of potential request for



           9   inclusion?



          10                  MS. CLARK:  I think the Company would



          11   deem the answer to that question confidential, and I



          12   think Mr. Rasmussen is probably best equipped to



          13   answer it, and he needs to be sworn.



          14                       BRADY B. RASMUSSEN,



          15  having been first duly sworn to tell the truth, was examined



          16                    and testified as follows:



          17                  COMMISSIONER LEVAR:  Is there any



          18   objection, Ms. Schmid, from closing the hearing to



          19   hear the answer to this question?



          20                  MS. SCHMID:  No objection.



          21                  COMMISSIONER LEVAR:  Thank you.  Mr.



          22   Snarr?



          23                  MR. SNARR:  No objection.



          24                  COMMISSIONER LEVAR:  We find it is in



          25   the public interest to close this hearing to the
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           1   public to receive an answer to this question.  Will



           2   you let me know if the streaming is stopped?



           3         (The following portion was deemed confidential.)



           4                  ///



           5                  ///



           6                  ///



           7                  ///



           8                  ///



           9                  ///



          10                  ///



          11                  ///



          12                  ///



          13                  ///



          14                  ///



          15                  ///



          16                  ///



          17                  ///



          18                  ///



          19                  ///



          20                  ///



          21                  ///



          22                  ///



          23                  ///



          24                  ///



          25                  ///
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           1                  (Confidential portion ends.)



           2                  COMMISSIONER LEVAR:  We will open the



           3   hearing then back to the public.  Thank you.  And I



           4   don't have any further questions.  Any final matters



           5   before we adjourn?



           6                  MS. CLARK:  Yes, thank you,



           7   Commissioner.  Two matters:  One is that the Company



           8   recognizes that we will be before the Wyoming



           9   Commission on the 17th of this month; I believe



          10   that's next Friday.  We would request, recognizing



          11   that it would be helpful to have a decision from



          12   this Commission prior to that hearing, we would



          13   request a bench order.  We recognize that's a lot to



          14   ask and if you are not prepared to do so, we would



          15   simply request that we get some indication prior to



          16   the Wyoming hearing.



          17                  The other matter would be the



          18   Application did not identify an effective date.  We



          19   would like to treat this matter the same way we have



          20   treated prior Wexpro II matters and seek an



          21   effective date of the first of the same month in



          22   which the hearings were held.  So in this case, it



          23   would be March 1st.  And I think that is all the



          24   Company has to add.



          25                  COMMISSIONER LEVAR:  Let me ask for
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           1   one clarification.  If our Commission were to grant



           2   a bench ruling today with an effective date of



           3   March 1st and then subsequently issue a written



           4   order confirming that, and if the Wyoming Commission



           5   were to do a bench ruling with a subsequent written



           6   order, just looking at paragraph 20, when the 45



           7   days -- and that's not based on effective date but



           8   on Commission approval -- was it anticipated that



           9   that would run beginning with the first -- I'm



          10   sorry, with the second bench ruling or with the



          11   final written order?



          12                  MS. CLARK:  I think as a technical



          13   matter, it is intended to run with the final ruling



          14   that makes all of this effective.  That said, I can



          15   tell you and assure you that the Company and the



          16   parties have already been talking.  The Company is



          17   conducting analysis, and we will be prompt about



          18   that.



          19                  COMMISSIONER LEVAR:  When you say



          20   final written ruling --



          21                  MS. CLARK:  I think it would be the



          22   final bench ruling.  If we were to get, for example,



          23   a bench ruling from Wyoming on the 17th, we would



          24   deem the clock to begin running that day.



          25                  COMMISSIONER LEVAR:  Okay.  Any
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           1   difference of opinion, Ms. Schmid?



           2                  MS. SCHMID:  The Division would



           3   support the issuance of a bench order.



           4                  COMMISSIONER LEVAR:  Thank you.  Mr.



           5   Snarr?



           6                  MR. SNARR:  We would agree with the



           7   running of the date as Ms. Clark has described.



           8                  COMMISSIONER LEVAR:  Do you have any



           9   position on a bench ruling today?



          10                  MR. SNARR:  It would be nice to have



          11   it.  We're here just to facilitate this process.



          12                  COMMISSIONER LEVAR:  Thank you.  Any



          13   questions from Commissioner Clark or Commissioner



          14   White on the motion for bench ruling?



          15                  COMMISSIONER WHITE:  Just to clarify,



          16   is there any opposition to the effective date moving



          17   to the first of the month?  Does that change the



          18   position of the Office or the Division?



          19                  MS. SCHMID:  It does not change the



          20   position of the Division.



          21                  MR. SNARR:  There's no objection to



          22   that.



          23                  COMMISSIONER LEVAR:  Why don't we



          24   then take a brief five-minute or so recess.  If we



          25   need longer than that, we will send somebody in the
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           1   room to let you know that we might need longer.



           2   Thank you.



           3                  (A brief recess was taken.)



           4                  COMMISSIONER LEVAR:  We find that the



           5   Settlement Stipulation presented in this docket is



           6   just and reasonable and in the public interest, and



           7   we conclude that it is consistent with the relevant



           8   statutes and the previous Agreements and previous



           9   Wexpro matters.  We approve the Settlement



          10   Stipulation with one change, and please let me know



          11   if I have this change correct.  On the first page of



          12   the Settlement Stipulation where it says, near the



          13   bottom of page 1, "This Settlement Stipulation shall



          14   be effective upon the entry of final order of



          15   approval by both Commissions," I think we're



          16   changing that sentence to say, "It will be effective



          17   March 1, 2017 contingent on approval by those two



          18   Commissions."  Please indicate to me if that change



          19   is consistent with everybody's understanding.



          20                  MS. SCHMID:  Consistent with the



          21   Division's understanding.



          22                  COMMISSIONER LEVAR:  Mr. Snarr?



          23                  MR. SNARR:  Yes, it's consistent.



          24                  COMMISSIONER LEVAR:  With that



          25   change, we approve the Settlement Stipulation and we
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           1   will, subsequent to this hearing, issue a written



           2   order confirming that bench ruling.  Any other



           3   matters before we adjourn?



           4                  MS. CLARK:  No.  Thank you.



           5                  MS. SCHMID:  Nothing further from the



           6   Division.



           7                  MR. SNARR:  Nothing further from the



           8   Office.



           9                  COMMISSIONER LEVAR:  Thank you.



          10   We're adjourned.



          11       (The proceedings concluded at 10:05 a.m.)
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