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INTRODUCTION AND SUMMARY

Please state your name, business address and title.
My name is Eric Orton; my business address is 160 East 300 South, Salt Lake
City, Utah 84114. | am a Technical Consultant with the Division of Public Utilities

(Division).

On whose behalf are you testifying?
The Division of Public Utilities

OVERVIEW

What is the purpose of your testimony in this matter?

To explain that Dominion Energy Utah (the Company) had other avenues it
chose not to pursue when it asked Dominion Energy Questar Pipeline (DEQP) to
initiate a new tariff, signed up for service under that new tariff, and committed
ratepayer funds to support it, which created unnecessary costs for ratepayers to
pay for pipeline transportation. | address the decision making process under the
Joint Operating Agreement (JOA), describe the Peak-Hour service, system
enhancements the Company chose not to pursue that are being implemented

anyway and the No-Notice Transpiration (NNT) service currently being used.

Are you arguing against the testimony and analysis of the Company’s

engineers who offered direct testimony in this case?

No. However, | do need to point out that nearly all of the information contained in
this testimony was garnered from the information | received from meetings with
Company personnel and particularly the Company’s witnesses in this case. Also,
our silence on any other issue or claim raised by the Company that is not

addressed should not be interpreted as agreement.
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Please describe the preparation undertaken by the Division as a basis for

this testimony.

In order to understand what the Company was facing, what the real issues were,
why it chose to take the steps it took, and many other related questions, almost
as soon as the Division heard of the issue of Peak-Hour, Mr. Wheelwright and |
began our investigation, through extensive interviews, discussions, questions
and probing the Company’s witnesses, regulatory personnel, system operators,

and DEQP personnel.

Were you prevented, in any way, from obtaining the information you were
seeking?

No. The Company went out of its way to provide personnel, time and facilities
where we could ask open and frank questions and where they could provide
candid, detailed responses. We spent nearly 80 hours in direct conversations

with the Company, at its offices, on this topic and it was helpful.

JOINT OPERATING AGREEMENT - JOA

The Company states that it was informed by DEQP during the 2015 JOA
that DEQP would not guarantee a certain amount of pressure at certain
times of a Peak Event. Please explain how the JOA works.

Functionally, the JOA is a spreadsheet(s) or model(s) that DEQP and DEU work
on jointly in an iterative process in an attempt to come to an understanding of
how to operate their systems with particular focus on the next heating season.
Apparently the Company works on the JOA, then notifies DEQP, who then
reviews the Company’s results, makes revisions/changes, and then notifies the
Company. The Company then repeats the process, in a back-and-forth type

environment, until an agreed upon result is determined.

-2-
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What happened during this 2015 JOA.
Based on the assumptions and constraints, the DEQP and the Company could

not reach a mutually agreeable result.

Does the JOA process normally reach an agreeable outcome?
Yes. We were told that until 2015 the process resulted in an agreeable solution

being reached.

What assumptions, variables and constraints limit the JOA?

The transportation contract limit between the Company and DEQP is mentioned
as a constraint. Also in response to Division Data Request 3.12 Exhibit B
attached as DPU Exhibit 2.1, we see that some variables include “pack and

draft”, “contracted gas not being nominated”, and “historical operating data”.

What are other possible constraints?
Gate station inlet pressure and other flow limitations certainly would have an
impact. Also, line loss, Maximum Allowable Operating Pressure (MAOP),

operational convenience, future plans, corporate goals, etc. may have an impact.

What was determined from this particular JOA?

During certain sub-day periods within a peak event, DEQP notified the Company
that it would not guarantee the Company certain pressure at Coalville (see the
inset below).

Have you seen this notification?

No. Apparently it was not a formal notification, but rather a verbal disclosure.
Again, in response to Division Data Request 3.12 the Company stated, “There is
no single document expressing an inability to serve the DEU (QGC) peak hour

requirements. There were many discussions relating to this issue during DEU’s
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meetings with DEQP for purposes of updating exhibits to the Joint Operating
Agreement. The resulting exhibit updates to the 2015 Joint Operating
Agreement, attached as DPU 3.12 Confidential Attachment, has many caveats
that other years’ JOA’s did not require. The footnotes on Exhibit B outline some
of the constraints and mitigations put in place to deal with the hourly pressure

issues.”

So, this 2015 JOA “has many caveats that other years” did not require.
Was this the issue of hourly peak pressure?

It appears that this was at least one of the issues that the 2015 JOA broached
that the previous JOA'’s did not.

During this 2015 JOA process was the proposed Peak Hour Service offered
as a solution to this lack of intraday pressure guarantee?
No. Again, in response to data request 3.12, Exhibit B, BEGIN

conrFIDENTIAL I
I
I =\D CONFIDENTIAL

So the solution that was offered was back-haul.

Yes.

Did the Company pursue this recommendation?
It was reviewed by the Company and was included as number 5 in its Exhibit 3.8

of its direct testimony in this docket.
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In that exhibit the Company said that this option has supply concerns.
Does this solution present different supply concerns than other options?
The Division does not see how it could. Wherever there is supply there is room
for supply concerns. In other words, if there is a supply problem it could happen
at any gate station. The reality is that if there is a ‘supply issue’ in the producing
fields, or on a major pipeline delivering gas to the Company, no contract will stop
or prevent the supply problem. If Opal goes down, there will be problems. If

there is a pipeline rupture, there will be problems.

So, the topic was first broached in the 2015 JOA process where a remedy
was offered but a different solution was later proposed based on the
request of the Company. Is that right?

Yes. In the past to get more supply in the cold winter days, the Company would
enter into peaking contracts, often transporting the gas through Goshen. That fix
now is apparently not as preferable as the Peak Hour one. However, if the
Company is not granted cost recovery for this service, we presume it will revert
back to using peaking contracts as implied in its past practice and in response to
Division Data Request Response 2.74, attached as DPU Exhibit 2.2.

PEAK-HOUR SERVICE

Please briefly describe the service that DEQP is offering to provide.
The DEQP contract will provide more pressure at Coalville.

Outside of its current business operations, what is DEQP required to do to

fulfill this new service agreement?

Not really anything. It is not installing more infrastructure, moving more gas, or
hiring new employees, not retraining current employees, or writing new

operations manuals. In short, we were told that the Control Room Operations of
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DEQP and the Company will not operate any differently with or without this

agreement.

Please summarize how DEQP would provide this increased pressure.
In response to Division Data Request 1.44 attached as DPU Exhibit 2.3 and in
discussions with the Company we learn that DEQP would provide a Firm
Peaking capacity of 250 MDth/d. This is comprised of:
1) Increasing the amount of reservation in Dominion Energy
Overthrust Pipeline (DEOP) by 40 MDth/d,
2) Pulling 45 MDth/d from aquifers, and
3) Drafting the remaining 165 MDth/d on DEQP as is currently
available.
This would result in an increase in the line pressure of 50 psig at Coalville.

Increasing DEOP Reservation
Is DEOP connected to the Company’s system?

No. DEOP has no interconnecting facilities with the Company and therefore,
cannot directly transport gas to the Company.

Is there any possible benefit to DEQP to move 40 MDth/d off its system and
onto DEOP’s?

Yes. It may make more firm capacity available on DEQP’s system. On DEQP’s
web site on September 27, 2017, DEQP gave a presentation to shippers about
“Acquiring Firm Service — Tariff Revision”. The first page stated, “DEQP’s tariff
revision proposed to modernize and streamline the sale of firm capacity”. So
that indicates that DEQP may be expecting or planning on firm capacity to be

available.
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There is in some places, but not where it would be beneficial to the Company,
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space in DEQP’s system that it could sell?

It could.

not fully subscribed?

Yes. It could.

Would moving this 40 MDth/d from DEQP’s system to DEOP’s free up

Would this help increase the transportation revenue on DEOP’s pipe that is
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Is transporting on DEOP costlier than transporting on DEQP, as the

Company currently does?

No. According to the tariff rates, it costs less to transport gas on DEOP than on
DEQP.

Since it would cost less to transport on DEOP rather than on DEQP is there

an offsetting decrease in the charges to the Company?

No. No mention has been made that DEQP would reduce its charges to the
Company as a result. Additionally we are unaware of any pipeline that contracts
with another pipeline to provide service to one of its shippers. This kind of deal is

unprecedented.

Aquifer Usage
With respect to the aquifers, what does the contract provide?

DEQP would be using the aquafers to provide 45 MDth/d to help increase the
line pressure at Coalville. It should be noted however, this is a service that the
Company already has the rights to and pays for and has had for decades. This

is described in DEQP’s tariff General terms and Conditions section 8.1

Drafting on DEQP

What additional service is DEQP providing regarding the drafting of 165
MDth/d?

This drafting on DEQP is not an extra service. The ability to pack-and-draft

DEQP’s system is already available and used by the Company.
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SYSTEM ENHANCEMENTS

Are there any examples of different avenues the Company has taken in the

past to increase pressure?

Yes. By the fall of 2013, less than four years ago, the Company said that it was

concerned about the pressure in southern Utah. Therefore, it built a compressor
station near Central Utah which increased the pressure from 650 to 1000 psig at
a cost of $15.436 million.

Has the Company installed other compressors recently to help increase the

pressure on its system?

No. Rather, in the last few years, it has eliminated three compressors that it
states did not have “the capacity to effectively serve as a solution for Company’s
growing needs.” See the response to the Division’s Data Request 3.03 attached
as Exhibit 2.4. The only one left is the Central compressor station just

mentioned.

Could the installation of compressors be a viable alternative to increase

pressure?

Yes it could. Additionally, it would provide the Company with tangible assets that
it would control for the life of the asset.

Is the Company doing any system enhancements currently that could

increase the flow and volume along its system?
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Yes. Just this last February it began construction of the West Gate station, which
will increase the volume by 40,000 Dth/d in the NW part of the SLC Valley.

Are there other system enhancements currently that could increase the

flow and volume along its system?

Yes. The High Pressure Feeder Line Replacement program is a major
expenditure, which is increasing the capacity of the Company’s system. Of
particular relevance is the FL 23, which is a project that will provide additional
pressure and flow from the north. This should help mitigate the possible issues
listed in the Company’s Exhibit 2.4. From the response to the Division’s Data
Request 3.11, attached as DPU Exhibit 2.5, we see that “The FL23 expansion
will likely increase the amount of available Firm Peaking Service to the Wasatch

front”

Did the Company’s exhibit 3.8 list these system enhancements as possible

options?

These system enhancements were not mentioned. These are possibilities, and
there may be more. Also, missing from the Company’s eight options was option
4 in section 8.4 Peak-Hour Demand and Reliability from the Company’s IRP.
That option proposed upgrading or constructing gate stations. Apparently this
was dismissed before testimony was filed although it is precisely what the

Company is now doing with the feeder line enhancements and the new tap.

NO-NOTICE TRANSPORTATION = NNT

What other provisions in DEQP’s tariff would enable the Company to get

this service outside of this new contract?

-10 -
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The Company already pays for no-notice transportation (NNT) service.

Is NNT an interruptible service?

The DEQP Rate Schedule NNT tariff says that, if the shipper has firm service
then it can get NNT service, which “Shall be firm service” See 1.1 (a) and 2.1 (a).
Additionally it is reinstated in section 9.1 Priority of Service, which states “NNT
and FP service will have the same priority as the shipper’s corresponding T-1
service agreement.” Again T-1 service is firm service. So, according to DEQP’s

tariff, NNT is a firm service.

In the interest of full disclosure, doesn’t the NNT tariff also state that it is
subject to curtailment and according to availability (Rate Schedule NNT 2.1
(d) (e)?

Yes. However if one looks closely at the entire tariff, those terms or clauses are
common in other tariff sections. Even the T-1 or Firm Transportation tariff
Schedule T-12.1(c) (d) says that this firm service is subject to curtailment and
shall be provided according to availability. If that language means that NNT is
not firm, then DEQP’s firm service (T-1) is not firm, neither is DEOP’s (Overland)

Rate Schedule FR Firm Transportation Service firm.

There seems to be at least some room for interpretation of the tariff
language. What does the Division recommend?

If the tariff leaves room for misunderstandings, then it should be interpreted in
favor of the customer, not the author of the tariff.

Does the NNT tariff allow the Company to take gas above its RDC and daily
nominations?

Yes. DEQP handles the gas nomination process for the Company and it is not
limited by the Shippers’ RDC. The DEQP tariff Rate Schedule NNT states in
section 3.c.”lrrespective of shipper’s scheduled daily nominations.” 3.g “may

-11 -
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authorize Questar to act on its behalf to nominate quantities of gas required...”
and 3.i “Questar will receive from or deliver to a shipper a quantity of gas in

excess of the RDC specified...”

Has DEQP ever provided more gas for DEU that its NNT maximum?

Yes. Many times. The NNT contract number limit is not a strict cap.

Like the NNT, does this new Peak Hour contract ‘guarantee’ supply to the
city gates?

No. DEQP’s General Terms and Conditions 9.2 Interruption and Curtailment
Procedures says that “due to any cause whatsoever...curtailment or interruptions

will be instituted...” and it doesn’t preclude Firm Peaking deliverability Service.

CONCLUSION

Do you have any final comments?

Yes. The customers of the Company already pay for Firm Transportation
service, NNT service, and whatever costs that are incurred to make sure that
nominations are within the allowable tolerance balance by the end of each
month. The question arises as to how many times customers need to pay the
pipeline for providing transportation service. The Division believes the Peak

Hour contract is a redundant, unnecessary cost.

Was the Company’s decision to contract with DEQP for this service
prudent?

No. The Company initiated the idea of Peak-Hour in the JOA, set asside DEQP’s
suggested remedy, contracted with DEQP to pay for a new tariff service without

receiving a tangible benefit, left off the table the options of system

-12 -
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enhancements, some of which are being installed now, and downplayed the
importance of the current services it receives from the pipeline. For these
reasons, and those discussed by other Division withesses, the Division
recommends the Commission deny the Company’s request for recovery of the

costs arising from the Peak Hour contract.

Does this conclude your direct testimony?

Yes.

-13 -



