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Questar Gas Company (/gws/en/espl/issr/96444249)

FitchRatings
Fitch Assigns Initial 'A-' Issuer Default Rating fo Questar Gas Company

Fitch Ratings-Chicago-15 December 2016: Fitch Ratings has assigned an initial Long-Term Issuer Default Rating
(IDR) of 'A-" to Questar Gas Company. The senior unsecured debt rating is 'A" and the Short-Term
IDR/Commerclal Paper rating is F2'. The Rating Outlook is Stable. A full Est of ratings folows at the end of this
release. ’

KEY RATING DRIVERS

Low Risk Business Profile: Questar Gas ks a local gas distribution utility serving customers in Utah, Wyoming, and
idaho. The majority of the company's customers are located i the state of Utah, which continues to experience
significant growth. Questar's customer count increased by 2.8% in 2015, and k expected fo continue to increase
In fine with Utah's economic growth,

Limited Regulatory Risk: Utah has Implemented numerous rider mechanisms (including weather normalization,
revenue decoupling, infrastructure replacement, and purchased gas adjustment) that serve fo reduce reguiatory
lag and stabilize credit metrics. ROEs granted in Utah are generally in fine with the industry averages. As a result
of the Utah and Wyorming commissions’ approval of the acquisition by Dominion Resourcas, Inc. (D, Long-Term
IDR 'BBB+/Stable Outlook), Questar Gas & currently precluded from filing a base rate case i Utah before July
2019 and in Wyoming from filing a general rate case with an effective date early than January 2020.

Strong Financial Metrics: Credit measures are n line with current rating level. The company's numerous riders
help offset potential impact from the agreed fo stay-out provisions. Additionaily, D's agreement o maintain
Questar Gas' total equity/total capitalization at a minimum of 48% (thru Dec. 2019) underpins Questar Gas's
credit quality.

Manageable Capltal Expenditures: Like most gas ulilties, Questar has experienced increasing capital
expenditures for growth, reliability, and Infrastructure upgrades. As part of the merger approval Questar Gas and
D commifted o spending the following capital expenditures to maintain and improve Questar Gas' facilities - $209
million i 2017, $208 million in 2018, and $233 million i 2012 wih any variances fo this plan o be supported by
Questar Gas n ks next general rate case. While the elevated capital expenditures exert some pressure on
Questar's credit metrics, ratlos are expected to remain in line with is current rating level.

Dominlon Resources Ownership: Questar Gas s an indirect subsidiary of D. Questar Gas benefits from numerous
ringfencing provisions i the merger approval, including separate books and records, separate legal entity, and
D's commitment to maintain minimum 48% total equity/total capitalization at Questar Gas thru Dec 2019, D also
committed to use reasonable efforis fo maintain credit metrice consistent with strong investment-grade credit
ratings (l.e. targeting single-A range.) Moderate linkage exists between Questar Gas and D's rating under Fitch's
parent and subsldiary linkage criteria,

KEY ASSUMPTIONS

--Annual customer growth of 2.0% fo 2.3%;

--Capital expenditures of $209 million in 2017, $208 million n 2018, and $233 million i 2019;
--General rate case filings i Utah and Wyoming in 2H19;

--Minlmum equity/total capital of 48%4.

RATING SENSITIVITIES

Positive Rating Action: Posltive rating action is not expected i the near term given Questar Gas' current metrics
and minimal geographlc diversity.

Negative Rating Action: Negative rating action would be considered if Questar Gas' adjusted Debt/FBITDAR k&
above 4,0x on a consistent basfs. A downgrade of two notches or mere at Dominion Resources would also fikely
trigger a downgrade of Questar Gas under Fitch's parent and subsidiary Iinkage criteria,

https:/fwww . fitchratings.com/site/pr/ 1016609 12/16/2016
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LIQUIDITY

Liquidity: Questar Gas has adequate liquidity. As a result of the acquisition by D, Questar Gas was added as a
direct borrower oh D's two credit facilities, which total $5.5 bilfion. While Questar Gas' sublimit & set initially at
$250 million t can be revised as needed. As per the Utah merger agreement, D has agreed that it will provide
Questar Gas with access fo no less than $750 million in short-term debt or commercial papar programs.

FULL LIST OF RATING ACTIONS
Fitch has assigned the following initial ratings to Questar Gas Company.

--Long-Term IDR at ‘A"

--Senior unsecured debt at 'A%
--Short-Term IDR at 'F24
--Commercial Paper Rating at 'F2',

Contact;

Primary Analyst
Barbara Chapman
Senior Director
+1-646-582-4886
Fitch Ratings, Inc.
33 Whitehall Street
New York, NY 10004

Secondary Analyst
Rabert Hornick
Senior Directar
+1-212-808-0523

Commitee Chairperson
Shalini Mahajan
Managing Director
+1-212-908-0351

Media Relations: Alyssa Castelli, New York, Tel: +1 (212) 908 0540, Email: alyssa.casteli@fitchratings.com,

Disclasure: There Were no finahcial statement adjustments made that were material fo the rating rationale
outlined above.

Additional information is available on www fitchratings.com

Applicable Criteria
Criteria for Rating Non-Financial Corporates (pub. 27 Sep 2016) (https:/fwww.fitchratings.com/ site/re/885629)

Additionat Disclosures

Dodd-Frank Rating Information Disclosure Form

(https:/Aww. fitchratings.com/creditdesk/press_releases/content/ridf:_frame.cfm?

pr_id=1016609&cft=ey JOeXAIOWKV{ QILCJhbGeiOiJlUzl 1Nil9.eydzZXNzaW uS2V5]joiN 1hEODU4WEFOSIZWSKFL T2FBU
likyQI5vHYrg93_i2oys)

Solicitation Status (https://www. ftchratings. com/gws/en/disclos ure/solicitation ?pr_jd=1016609)

Endorsement Policy {https:/Avww.fitchratings.com/regulatory)

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE
READ THESE LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK:

HTTPS:IMMW FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS

(https/Awww. fitchratings.com/understandingcraditratings). IN ADDITION, RATING DEFINITIONS AND THE
TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S PUBLIC WEB SITE AT

https://www fitchratings.com/site/ pt/1016609 12/16/2016
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WWW.FITCHRATINGS.COM. PUBLISHED RATINGS, CRITERIA, AND METHODOLOGIES ARE AVAILABLE
FROM THIS SITE AT ALL TIMES. FITCH'S CODRE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF
INTEREST, AFFILIATE FIREWALL, COMPLIANCE, AND OTHER RELEVANT POLICIES AND PROCEDURES
ARE ALSO AVAILABLE FROM THE CODE OF CONDUCT SECTION OF THIS SITE. FITCH MAY HAVE
PROVIDED ANOTHER PERMISSIBLE SERVICE TO THE RATED ENTITY OR ITS RELATED THIRD PARTIES.
DETAILS OF THIS SERVICE FOR RATINGS FOR WHICH THE LEAD ANALYST IS BASED IN AN EU-
REGISTERED ENTITY CAN BE FOUND ON THE ENTITY SUMMARY PAGE FOR THIS ISSUER ON THE
FITCH WERSITE,

Copyright® 2016 by Fitch Ratings, Inc., Fitch Ratings Ltd. and its subsidiaries. 33 Whitehall Street, NY, NY
10004. Telephone: 1-800-753-4824, (212) 908-0500. Fax: (212) 480-4435. Reproduction or retransmission in
whole or in part I prohibited except by permission. All rights resarved. In issuing and maintaining its ratihgs and
in making other reports (Including forecast infarmation), Fitch relies on factual information It recelves from issuers
and underwriters and from other sources Fitch believes to he credible, Fitch conducts a reasonable investigation
of the factual information refied upon by f In accordance with its ratings methodology, and obtains reascnable
varification of that information from independent sources, to tha extent such sources are avallable for a given
security o n a given jurisdiction. The manner of Fitch's factual investigation and the scope of the third-party
verification t obtains will vary depending on the nature of the rated securlty and its issuer, the requirements and
practices in the jurisdiction ln which the rated security k offered and sold andfor the issuer is located, the
availability and nature of relevant public informatfon, access to the management of the issuer and fts advisers, the
availability of pre-existing third-party verifications such as audit feports, agreed-upon procedures letters,
appraisals, actuarial reports, engineering reports, legal opinions and other reports provided by third parties, the
availability of independent and competent third- party Verification sources with respect to the particular secwrity or
in the particular jurisdiction of the issuer, and a varigty of other factors, Users of Fitch's ratings and reports should
understand that neither an enhanced factual investigation nor any third-party verification can ensure that all of the
information Fitch relies on in connection with a rating o a report will be accurate and complete. Ultimately, the
issuer and s advisers are responsible for the accuracy of the Information they provide to Fitch and to the market
in offering documents and other reports. In issuing its ratings and ks reports, Fitch must rely on the work of
exparis, including independent auditors with respect b financlal statements and attorneys with respect to legal
and tax matters. Further, ratings and forecasts of financial and other information are inherently forward-looking
and embody assumpiions and predictions about future events that by their nature capnot be verified as facts. As a
result, despite any verification of current facts, ratings and forecasts can be affacted by fulure events or conditions
that were not anticipated at the ime a rafing o forecast was issued or affirmed,

The information in this report is provided "as is" Without any representation or warranty of any kind, and Fitch does
not represent or warrant that the report of any of its contents will mest any of the requirements of a recipient of
the report. A Fitch rating is an opinion as to the creditworthiness of a security. This opinlon and reports made by
Fitch are based on established criteria and methodologies that Fitch & continuously evaluating and updating.
Therefore, ratings and reperts are the collective work product of Fitch and no individual, or group of individuals, is
solely responsible for a rating or a report. The rating does not address the risk of loss due fo risks other than
credit risk, unless such risk ks spedifically mentioned. Fitch & not engaged In the offer or sale of any securlty, Al
Fitch reports have shared authorship. Individuals Identified In a Fitch report Ware inVolved in, but are not solely
responsible for, the opinlons stated therein. The individuals afe named for contact purposes only, A report
providing a Filch rating & neither a prospectus nor a substitute for the Information assembled, veriflied and
presented to investors by the issuet and s agents in connection with the sale of the sectrities, Ratings may be
changed or withdrawn at any time for any reason in the sole discretion of Fitch. Fitch does not provide investment
advice of any sort. Ratings are not a recommendation to buy, sell, of hold any security. Ratings do not comment
on the adequacy of market price, the suitability of any security for a particular Investor, or the tax-exempt nature
or taxability of payments made in fespect to any security. Fitch recelves fees from issuers, insurers, guarantors,
other obligors, and underwriters for rating securities. Such fees generally vary from US$1,000 to US$750000 (or
the applicable currency equivalent) per Issue. In certain cases, Fiich Will rate all or a number of issues issued by a
particular issuer, of insured or guaranteed by a particular insurer o guarantor, for & single annual fee, Such fees
are expected o vary from US$10,000 & US$1,500,000 (or the applicable currency equivalent). The assignment,
pubfication, or dissemination of a rating by Fitch shall not constifute a consent by Fitch fo use ils name as an
expert it cannection With any registration statement filed under the United States sectrities laws, the Financial
Services and Markets Act of 2000 of the United Kingdom, of the securities laws of any particular jurlsdiction. Due
to the relative efficiency of electronic publishing and distribution, Fitch research may be avallable to eleetronic
subscribers up to three days earlier than fo print subscribers.

For Australia, New Zealand, Talwan and South Kofea only: Fitch Australia Pty Ltd holds an Australian financial
services ficense (AFS license no. 337123) Which authorizes t fo provide credit ratings fo wholesale clients only,
Credit ratings information published by Fitch & not Intended to ba Used by persons who are retail clients within the
meaning of the Corpotations Act 2001

https://www.fitchratings.com/site/pr/l 016609 12/16/2016
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Endorsement Policy - Fitch's approach to ratings endorsement so that ratings produced outside the EU may be
used by regulated entities within the EU for regulatory purposes, pursuant to the terms of the BU Regulation with
respect to credit rating agencies, can be found on the EU Ragulatory Disclosures

(https:/Awvwwe fitchratings.com/regulatory) page. The endorsement status of all International ratings & provided
within the entity summary page for each rated entity and in the transaction detall pages for all structured finance
transactions on the Fitch website, These disclosures are updated on z daily basis,

https /fwww fitchratings.com/site/pr/ 1016609 12/16/2.016






