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PROCEEDI NGS

CHAI RVAN LEVAR:  Good norning. W're here for
Publ i c Service Conm ssion Docket 17-057-20, the passthrough
application of Dom nion Energy Utah for an adjustnent in
rates and charges for natural gas service in Uah. W have
a hearing today on one portion of that passthrough
application, to evaluate the prudence of the peak hour
contract with Kern River and Dom ni on Energy Questar
Pi pel i ne.

Wy don't we start with appearances for the
Uility.

MR SABIN. Caneron Sabin from Stoel Reeves on
behal f of the Conmpany. [I'mhere with Jenniffer Cark
I nhouse counsel for the Conpany as well as each of our
wi t nesses, Kelly Mendenhal |, David Landward, M ke Platt and
W I |iam Schwar zenbach.

CHAI RVAN LEVAR:  Thank you. For the Division
of Public Uilities.

M5. SCHMD: Good norning. Patricia E. Schmd
with the UWah Attorney General's office representing the
Division of Public Utilities. Wth me as our W tnesses
today we have M. Douglas Weelwight, M. Eric Oton,

M. Kenneth Ditzel, M. Frank Di Pal ma who the Conm ssion
kindly granted perm ssion to appear by phone because he is

i1, and finally Howard Lubow.
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1 CHAI RVAN LEVAR:  Thank you. O fice of Consumner

2 Services.

3 MR SNARR Yes. M nane is Steven Snarr. |'m

4 an assistant attorney general here on behalf of the Ofice

5 of Consuner Services. Assisting today as wtnesses wll be

6 Jerome Merzwa and M chel e Beck.

7 CHAI RVAN LEVAR:  Thank you. U ah Association

8 of Energy Users.

9 MR RUSSELL: Yes. Thank you. Phillip Russel

10 on behalf of UAE. UAE does not have any w tnesses to

11  present. | wll note for the Conm ssioners' benefit based

12 on the nunmber of w tnesses that are here and are

13 testifying, I"'mgoing to have to |leave likely before this

14  is over, but because we don't have any witnesses it

15 shouldn't affect the schedule. | may be able to come back

16 before it's over depending on how long you all drag this

17  out.

18 CHAI RVAN LEVAR:  Thank you, M. Russell. Any

19 other prelimnary natters before we go to the Uility's

20 W tnesses?

21 MR SABIN. | don't think so.

22 CHAI RVWN LEVAR  Ckay. M. Sabin.

23 MR. SABIN. The Conpany would first cal

24 M. Kelly Mendenhall. M. dark is going to handle that.

25 CHAI RMAN LEVAR:  Good norning, M. Mendenhall
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1 Do you swear to tell the truth? rage o

2 THE WTNESS: | do.

3 CHAI RMAN LEVAR:  Thank you.

4 DI RECT EXAM NATI ON

5 BY M5, CLARK

6 Q Good nor ni ng.

7 A Good nor ni ng.

8 Q Wul d you pl ease state your nane and busi ness

9 address for the record?

10 A Yes. M name is Kelly Mendenhall. M business

11 address is 333 South State Street, Salt Lake City, U ah.

12 Q \WWhat position do you hold with the Conpany?

13 A | amthe director of regulatory pricing for

14  Dom ni on Energy of Ut ah.

15 Q M. Mendenhal |, did you file, prefile rebuttal

16 testimony in this natter identified as Exhibit 4.0-R?

17 A Yes, | did.

18 Q And do you adopt that testinony as your

19 testinony today?

20 A | do.

21 MS. CLARK: The Conpany would nove for the

22 adm ssion of M. Mendenhall's testinony prefiled DEU

23 Exhibit 4.0-R

24 CHAI RMAN LEVAR: |f any party objects to that

25 notion please indicate to ne. |'mnot seeing any
Litigation Services | 800-330-1112
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1 objection, so the notion is granted. rage
2 MS. CLARK: Thank you.

3 Q M. Mendenhal |, would you please sunmarize your
4  testinony today?

5 A Sure. | have a lot of technical expertise to

6 add to the record in this docket, but | just want to

7 briefly speak about process. The Conm ssion has been asked
8 to determ ne whether the Conpany was prudent in acquiring

9 firmpeak hour contracts for Kern River and Dom ni on Energy
10 Questar Pipeline. M testinony cites U ah Code

11  54-4-4(4)(a). If you'll turn with nme to page 3 of ny

12 testinmony | quote this statute directly. So in nmy rebuttal
13 testinony on page 3, line 28, it reads, when the Conm ssion
14 is evaluating the prudence of an action taken by a public
15 utility or an expense occurred by a public utility it

16  shoul d determ ne whet her reasonable utility, know ng what
17 the utility knew or reasonably should have known at the

18 time of the action, would reasonably have incurred all or
19 sone portion of the expense in taking the same or sone
20 other prudent action.
21 Since the decision to acquire the peak hour
22 contracts was made in early 2017, the Conpany did not have
23 all of the evidence and analysis that has been presented in
24  this docket and Docket 17-057-09 when the Conpany nade the
25 decision to acquire the peak hour contracts.
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In early 2017 there were three decisions the

Conpany nade that |led to the procurenent of these contracts
and where | believe the prudency statute becones
appl i cabl e.

The first decision point comes with the
Conpany's cal cul ation of the design peak day. The
calculation for the 2017-2018 w nter heating season was
performed in early 2017 in conjunction wth the devel opnment
of the Conpany's integrated resource plan. The design day
calculation is one of the nost difficult and inportant
cal cul ations that the Conpany perfornms. It is difficult
because we are trying to predict the future and it is
I nportant because we rely on the peak day cal culation to
ensure safe and reliable service for our custoners.
Because of this the calculation is sonething we take
seriously. The design day calculation is the decision that
has received the nost criticismin this docket.
M. Merzwa, representing the Ofice of Consumer Services,
has of fered an alternative approach, which | believe
supports the fact that the Conpany's approach was
reasonabl e because the two calculations fall wthin a
simlar range. The Division provided a lot of criticism
about the Conpany's nodel and why it believes the
cal cul ation was overstated, but provided no alternative

proposal for the Conm ssion to consider as it makes its
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prudency determ nation.

The second deci sion point comes with the
cal cul ation of the Conmpany's unsteady state nodel as
explained by M. Platt. M. Platt's nodel shows that
during extreme cold weather conditions, there is not enough
gas supply available to nmeet customer demands during the
peak hour. There are only three witnesses in this docket,
M. Platt, M. Schwarzenbach, and M. D Pal ma, who have the
educational and technical expertise to effectively critique
M. Platt's nodel. The only criticismof M. Platt's nodel
by these three experts is M. DiPalma's criticismthat the
design day cal culation is overstated and that because
M. Platt uses the design day cal culation as an input in
this nodel the Conpany's design peak hour calculation is
al so overstated. |f the Conmm ssion determnes that the
Conpany' s design day calculation is reasonable and in the
public interest then M. Platt's nodel nust al so be
reasonabl e.

The third decision point came after M. Platt
determ ned there was a problemand M. Schwarzenbach sought
a solution. Utimtely it was determned that the peak
hour services provided by Kern River and Dom ni on Energy
Questar Pipeline would provide the reliability necessary in
the nost cost effective manner. Wile other w tnesses have

offered other alternatives, the Conpany does not believe
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t hese are viable solutions because they are either nore

expensi ve or unreliable.

In order to fully address the prudency of the
Company in this docket, the Comm ssion wll need to make
det erm nati ons about each of these three decision points
that | just mentioned. There has been a | ot of evidence
provided in this docket that the Conpany did not have
access to when it calculated the design day, developed its
unsteady state nodel results and determ ned the peak hour
contracts were the best solution. That's why it is
I nperative that as the Conm ssion nakes its evaluation it
consi der what the Conpany knew or reasonably shoul d have
known at the tine of the decision

I would also like to briefly address M. Beck.
She points out in her surrebuttal that | didn't address her
recommendation that this proceeding should result in
general guidelines regarding the proper process for new
i ssues that arise in future passthrough proceedings. |[|'ll
take this opportunity to address her proposal. She
recommends that the Conpany be required in future
passt hrough applications to identify any new types of
contracts or costs so that parties have the opportunity to
request a separate schedule simlar to how the peak hour
contracts were treated in this docket. The Conpany

supports this recomendation and is happy to work with the
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Ofice and the Division in the future to nake any of these

ot her process inprovenments to inprove the regulatory
process. This concludes ny sunmary.

Q M. Mendenhal |, as part of your involvenent in
this docket did you review the prefiled testinmony of
M. Lubow?

A. | did.

Q Do you recall that he attached as Exhibit 5.1 a

response to a data request that you prepared?

A Yes.
Q Wuld you like to clarify that response?
A | would. So perhaps we can turn to M. Lubow s

testi nony because | don't want to msquote him If we turn
to M. Lubow s surrebuttal testinony and we turn to |ine
342. Line 342 it reads, he's talking about the data
request that he attached. However, in comng to its
determnation that this 17 percent differential exists
during the time of the peak hour, DEU has included
interruptible custoner volumes. |f these interruptible
custoner volunmes are excluded, the differential is reduced
to 7 percent, itself representing that a 60 percent
overstatenent in firm peaking services needed.

| just want to clarify what is in the data
request versus what is in M. Platt's unsteady state nodel

There are really three nunbers that we are tal king about

Litigation Services | 800-330-1112
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here. W have the 17 percent. The 17 percent was taken

fromthe |ast docket. What | had done, as you recall the
17-057-09 was a docket where we were discussing allocating
sonme of these peak hour costs to transportation custoners.
So | had created an exhibit that showed the transportation
custoners peak hour usage versus their average daily usage.
How | cal cul ated that is | took the actual usage for those
custonmers for the 2016-2017 heating season, just the
transportation custonmers. Later on in that proceeding,
believe it was the UAE asked me to renove the interruptible
vol unes, and when | renoved the interruptible vol unes |
ended up with a 7 percent differential between the peak and
t he average.

So how does that relate to M. Platt's unsteady
state nmodel. Well, we're really conparing apples and
oranges. \Wat M. Platt has done in his unsteady state
nodel is he takes the last five years of meter reads for
all custonmers. | was just focussed on transportation
custoners. He is including sales customers and
transportati on custonmers, but he's excluding interruptible
vol unes for both sales and interruptible custoners. So he
takes the historical five years of data for all custoners,
all firmcustonmers, and then he uses that to devel op an
estimate of what the usage will be on a design day. So

that's the difference between the two.
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_ _ . Page 13
So | think M. Lubowis trying to draw a

concl usion that because nmy two charts, the first one
included interruptible volunes and the second one excl uded
them that for some reason M. Platt was using that data.
That's sinmply not the case. |It's incorrect. There are two
conpletely different anal yses done on different sets of

dat a.

If you look at M. Merzwa's testinony, he does
kind of a back of the envel ope calculation of M. Platt's
model . He notes that the nmean difference is about 25
percent. So really conpletely unrelated to the 17 percent.
The 17 percent was just an exanple | was trying to use to
show that transportation customers used sone of these
servi ces.

Q Thank you, M. Mendenhal |

M5. CLARK: M. Mendenhall is now available for
Cross exam nati on.

CHAI RVAN LEVAR:  Thank you. Ms. Schmd, do you
have any questions for hinf

M5. SCHM D:  Yes, but could we have a brief one
or two or three mnute recess?

CHAI RVAN LEVAR:  Certainly. Any objection to
that? Wy don't we take a --

M5. SCHMD: O go off on the record for a

coupl e of m nutes.
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CHAI RMAN LEVAR:  Yes, if you just need a

monent .

M5. SCHMD: | do.

CHAI RVAN LEVAR: | f you need nore than that
we'll just do a recess.

MS. SCHM D: Thank you.

(Of the record.)

M5. SCHM D: Thank you. The Division has no
Cross.

CHAI RMAN LEVAR: (kay. Thank you.
Commi ssioner Clark promsed he would be | ess than a mnute.
So before we go to M. Snarr we'll wait.

M5. SCHM D:  Conmi ssioner Cl ark probably never
had reason to believe that I would be so quick.

CHAl RMVAN LEVAR: M. Snarr.

MR. SNARR The Ofice has no cross
exam nati on.

CHAI RVAN LEVAR:  Thank you. M. Russell.

MR RUSSELL: Likew se, UAE has no cross
exam nation of this wtness.

CHAIl RMAN LEVAR:  Thank you. Comm ssi oner
White, do you have any questions for M. Mendenhal|?

COW SSI ONER WHI TE: No questions. Thank you.

CHAI RMAN LEVAR:  Conmi ssioner O ark

COW SSI ONER CLARK: M. Mendenhal |, woul d you

Litigation Services | 800-330-1112
www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG  DOCKET NO. 17-057-20 - 06/12/2018

© o0 ~N o o B~ O w NP

N D RN N NN PR R R R R R R R R
g A W N P O © 0O N O O N~ w N kB O

: - : : _Page 15
review t he second deci sion point that you nentioned in your

summary?

THE WTNESS: Surely. Thank you for the
question. The second decision point was the nodel, the
unsteady state nodel that M. Platt created. | basically
sunmari zed and said there are three people in this
proceeding that | believe has the expertise to critique and
reviewit, M. D Palm, M. Schwarzenbach, and M. Platt.
The only criticismthat had been |evel ed against his nodel
was the fact he used the design day cal culation as an
input. Then | drew the conclusion that if the Conm ssion
finds the design day cal culation just and reasonabl e, that
the nodel should al so be reasonabl e.

COW SSI ONER CLARK:  So criticisnms about the
tenperature at the peak hour or the wi nd speed or those
aspects, those inputs, to the nodel you dism ss because of
their source?

THE WTNESS: Those inputs go into the design
day nodel. |If the Comm ssion were to determ ne that those
were just and reasonable or they weren't just and
reasonabl e, then the design day nodel woul d be either
accepted or adjusted, and that acceptance or adjusted would
then flowinto the peak hour nodel and essentially be
corrected. If the input is corrected then the nodel is

correct. That's kind of the conclusion | was draw ng.
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COW SSI ONER CLARK: | see. Thanks for

clarifying that for me. Those are all my question.

CHAI RVAN LEVAR:  Thank you, Conm ssioner O ark.
| have one question. This is probably a question that's
better for M. Schwarzenbach, but since you' ve given a high
| evel summary of the decision process | want to see if you
can tal k about it too. |'mspeaking hypothetical. |If we
were to approve the prudence of both of these contracts,
woul d there be a continuing need for no-notice service from
Kern River and DEQP? O to what extent would there be any
conti nui ng need?

THE WTNESS: |'mgoing to give the brief high
| evel regulatory answer and then | will let himgive a nore
techni cal answer. But yes, because those services nmeet two
di fferent needs on our system| believe we can still need
no-notice service in addition to the peak hour service.
do know that he plans to address that in his sunmary.

CHAI RVWN LEVAR:  Thank you. | don't have
anything el se. Thank you, M. Mendenhal |

THE WTNESS: Thank you

MR. SABIN. The Conpany calls M. David
Landwar d.

CHAI RVAN LEVAR: M. Landward, do you swear to
tell the truth?

THE WTNESS: Yes, | do.
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1 DI RECT EXAM NATI ON rage

2 BY MR SABIN

3 Q Good norning, M. Landward.

4 A Good nor ni ng.

5 Q Coul d you state your full name for the record?

6 A My name is David Christian Landward.

7 Q And your business address?

8 A. My business address is 333 South State Street,

9 Salt Lake Cty, U ah.

10 Q Woul d you pl ease provide your title and area of

11  responsibility within the Conpany?

12 A | ama regulatory anal yst for Dom ni on Energy

13 Utah. M responsibilities include forecasting gas demand

14  and custonmer growth, preparing the estimte of firmsales

15 and transportation demand on a design peak day for the

16 integrated resource plan, and providing analytical support

17 to other departnent functions.

18 Q Coul d you provide the Conmm ssion with your

19  background, your education, and your experience?

20 A Certainly. | have a Bachelor of Science in

21 Mathematics and a Master of Statistics fromthe University

22 of Uah. 1've worked for Dom nion Energy Utah for 23

23 years. | began working in regulatory affairs as an anal yst

24 in 2008. Prior to that | worked as a conputer programmer

25 and systenms anal yst for the Conmpany. |In that role |
Litigation Services | 800-330-1112
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provi ded technical support to the regulatory affairs

departnent for a nunber of years, witing software to
acquire, manage, and anal yze data in support of regulatory
functi ons.
In the sumer of last year | was given

responsibility for estimating design peak day demand and
t ook ownership of the Conpany's current nodel, one that was
devel oped by nmy predecessor who had | eft the Conpany at
that time. Prior to that, ny involvenent in estinating
desi gn peak day demand was limted to consultation on
general questions regarding nodel i ng approaches.

Q Thank you, M. Landward. D d you submit in
this docket both direct and rebuttal testinmony?

A Yes, | did.

Q And | will just note that your direct testinony
is Conpany Exhibit 1, or DEU Exhibit 1, and then your
rebuttal testinony is DEU 1.1-Rwth exhibits to that 1.1-R

and 1.2-R Is that accurate?

A Yes, sir.

Q Do you have any changes to that testinony?

A | do not.

Q Ckay. And do you adopt that testinony today?
A Yes, | do.

MR. SABIN. The Conpany noves for the adm ssion
of Exhibits 1.0, 1.0-R 1.1-R and 1.2-R
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CHAI RVAN LEVAR: | f anyone objects to that

motion please indicate to me. |'mnot seeing any
objection, so the nmotion is granted.
MR. SABIN. Thank you.
Q M. Landward, have you prepared a sunmary of

your direct and rebuttal testinony in this matter?

A Yes, | have.
Q Wul d you pl ease provide that to us?
A Yes. The purpose of ny testimony in this

docket is to explain how the Conpany currently estinates
desi gn peak day demand and to offer nmy assessnments of that
approach and the resulting estimted demand. |In addition |
address concerns raised by the Ofice of Consumer Services
and the Division of Public Uilities regarding the
Conpany' s assunptions for design peak day conditions and

t he Conpany's nodel i ng appr oach.

Desi gn peak day planning is done to ensure that
the Conmpany is prepared to nmeet demand during an event of
extrenely |low tenperature. M role in that process is to
estimate gas denmand for a conplete 24-hour period when the
nmean tenperature for that period is mnus 5 degrees
Fahrenheit, or 70 heating degree days, the Conpany's design
peak day tenperature. The occurrence of this nmean daily
tenperature or one below it is a design peak event.

Cbviously, there is a range of gas demand t hat
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coul d be seen during a design peak day event. This range

is attributable to additional variables that affect demand
to different degrees. These include wi nd speed, the day of
the week, wi nter holidays, and demand on the prior day.
The Conmpany seeks to establish the high end of that range
and base its gas supply planning at that |evel.
I ncorporating these variables into its design peak day
nodel ing all ows the Conpany to isolate the effect of each
on demand and then use assumed val ues for each to construct
the high end scenario. The choice of a high end, or worst
case, scenario provides an inherent safety factor in the
estimation and hel ps to ensure that adequate supply is
avail able to neet all demand scenarios that fall within the
range.

Estimati ng design peak day demand is a
challenging task, and it is not an exact science.
Uilities enploy various nethods to derive an esti mate,
some nore rigorous than others. And there is not
necessarily one established approach that is superior to
all others. Methods may differ with circunmstances and
foundational goals. One reason for the inherent difficulty
of this task is that any estimate is subject to error. The
estimate may be higher or |ower than what may actually
occur under assumed conditions because of the random

el ements that cannot be predicted. Another challenge is
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t hat because of the | ower frequency of extrenme cold events,

the Conpany is estimating design peak day demand wit hout
the aid of recent observations of demand by today's
custoner base on such a day. In a manner of speaking, the
Company is aimng for a target that it cannot see, but that
target exists nonethel ess, and the Conpany cannot afford to
mss | ow

To avoid mssing |ow, the design peak day
demand estinmate in this case was cal cul ated using an
assunption of maxi mum w nd speed observed across the w nter
nonths in a dataset extending back to 2004. This was done
i ndependent of tenperature. Unfortunately, the Conpany
| acks wind speed data for the dates on which many of the
extreme | ow tenperature occurrences are recorded. 1In the
absence of these data, | believe it was judicious of the
Conpany to assume a worst case scenari o because it has
occurred during resent w nter nonths.

Shortly after | took responsibility for the
estimation, questions were raised regarding the Conpany's
sel ection of wind speed assunptions during the Kern River
docket proceedings. Oher variables were not questioned at
that time. | undertook ny own analysis of wind speeds in
the Salt Lake Region relative to tenperatures simlar to
t hat conducted by M. Jerome Merzwa, the consultant

retained by the Ofice. M findings are consistent wth
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1 his. And | amof the opinion going forward, the Conpany

2 could consider reducing the wind speed assunptions for its
3 design peak day estimate to the |evels suggested by the

4 Ofice in this docket. But the Conm ssion should recognize
5 that doing so will reduce a portion of the safety margin

6 deliberately built into the process by the Conpany.

7 M. Merzwa has al so suggested alternations to
8 the Conpany's current design peak day demand nodel and has
9 used this alternative to estimate daily demand using a set
10 of design peak day assunptions that includes his

11 recomended w nd speeds and a higher |evel of prior day

12 demand that | have recommended in ny rebuttal testinony.
13  have evaluated this nodel and have found it to produce a
14  reasonabl e estimate of design peak day demand with

15 appropriate inputs. That said, | believe that the demand
16 nunber that the Conpany has cal cul ated is al so reasonabl e.
17 To assess reasonability, |'ve estimted demand
18 under rare |ow tenperature events that are recorded in the
19 Conpany's tenperature history. 1've used M. Merzwa's
20 proposed nodel for this estimation. | note that these
21 events are even nore extrene than what the Conpany
22 explicitly plans for. These serve as useful scenarios in
23 understanding the gas demand | evel s reached should
24  tenperature conditions exceed those directly assunmed for
25 planning. | recognize that all of these events are rare
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with a |ow probability of occurrence, but that is the

point. W're trying to establish usage |evels under
extrenme conditions that are infrequent but nonethel ess a
reality. It should be noted that a design peak day event
Is the occurrence of a nean daily tenperature at or bel ow
m nus 5 degrees Fahrenheit. While the Conpany estimates
demand at a mnus 5 degree |level for design peak day
pl anni ng, the occurrence of a design peak day event
inplicitly includes the possibility of a mean daily
tenperature that falls bel ow that.

| have not done this to advocate the selection
of a design peak day tenperature bel ow the Conpany's
current choice of mnus 5 degrees Fahrenheit. | believe
t hat the Conpany's current design peak day tenperature
remai ns appropriate, and I amnot reconmmendi ng a change.
Rat her, |'ve cal cul ated denand under these tenperature
assunptions to establish perspective and to aid in
assessi ng whet her the design peak day estimate in question
exceeds even the nost extreme case the Conmpany's data show.
This conparison was included in ny rebuttal testinony. And
it leads ne to the conclusion that the Conpany's current
estimate, while based on wi nd speeds that coul d be rel axed
going forward, is still within a range of possibility anong
the extreme events. Therefore, in nmy opinion, decisions

regarding firm peaking services were based upon a demand
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| evel that can be reached. Consequently, those decisions

wer e reasonabl e and prudent.

In addition to sharing the O fice's concern
over assuned w nd speeds, the Division of Public Uilities
has suggested that the Conpany anal yze nean tenperature
data in the context of climte change and consi der
adj usting the design peak day tenperature to a hi gher one.
This is problematic for a number of reasons. No one filing
testinmony in this docket, including nyself, is qualified to
make any scientific determnation or inference regarding a
per manent upward shift in the m ni num nmean tenperatures
that are possible along the Wasatch Front. The Conpany is
not aware of any definitive scientific consensus that the
occurrence of extrenmely |ow tenperatures observed in the
past in the Salt Lake Region are no |onger probable. The
Di vi sion has not offered any evidence to support the
conclusion that a general warm ng trend precludes the
possibility of extrenme |ow or high tenperature occurrences.
Nor has the Division provided a proposal for a design peak
day tenperature that they believe would be an appropriate
substitute for the Conpany's selection. The sinple
regression analysis of nmean tenperatures relative to tinme
offered by M. Ditzel in his surrebuttal testinony does not
provide a reliable academc justification for the Conpany

to conclude that it can now safely ignore the extrene | ow
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tenperatures that have been observed in past years.

The Division further contends that the Conpany
shoul d determne the joint |ikelihood of all its design
peak day conditions occurring simultaneously and sel ect an
alternate set of assunptions that are nmore |likely to occur
jointly. This suggests that the Division fundanmental |y
m sunder st ands what gui des the Conpany's deci sion regarding
desi gn peak day assunpti ons.

The Conpany's obligation is to ensure that its
customers are provided with the firmgas service that they
rely upon under all weather conditions. To neet that
obligation, the Conpany has cal cul ated a nmean daily
temperature of mnus 5 degrees Fahrenheit to base its
desi gn peak day planning upon. An estimate of the highest
| evel of daily gas demand that could be realized in that
event is necessary to secure adequate gas supply to neet
the full range of demand possibilities, thereby avoiding a
supply shortfall at the worst possible tine. Wiile the
l'i kel i hood of all ancillary assunptions occurring
simul taneously will be [ower than the |ikelihood of the
desi gn day tenperature occurrence alone, those assunptions
nevert hel ess aid the Conpany in preparing to neet all
demand | evel s that can be expected on a design peak day.

The Division, however, is suggesting that an

ef fective cost should be cal cul ated and used as a basis for
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deci si ons regardi ng design peak day assunptions, nuch |Ike

an actuarial evaluation of an insurance policy. In other
wor ds, a probabilistic threshold that renders a cost
justification should provide a basis for the Conpany's
deci sions regardi ng design peak day planning and
assunptions. The inplication of this suggestion is that
there exists an acceptable |level of |oss that could be
sustai ned by the Conpany's custoners should an event with a
|'i kel i hood bel ow that probability threshold actually occur
My charge is to provide an estinate of gas demand on a
desi gn peak day that encapsul ates potential demand |evels
on that day so that has supply and engi neeri ng personne
can ensure safe and reliable service under those
conditions. The Conpany believes that is the appropriate
foundation for decisions regardi ng design peak day
pl anni ng.

Q Thank you, M. Landward. Does that concl ude
your sunmary?

A Yes.

MR SABIN. M. Landward is available for cross
exam nat i on.
CHAI RMAN LEVAR:  Thank you, M. Landward.

Ms. Schm d, do you have any questions for M. Landward?

M5. SCHM D:  Thank you.

* %
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1 CROSS EXAM NATI ON rage f

2 BY Ms. SCHM D

3 Q Good nor ni ng.

4 A Good nor ni ng.

5 Q |l wll preface ny questions with a comment that

6 the Division of course desires reasonable service and

7 reliable service. However, there nust be a cost benefit

8 analysis | believe at some point or else we would all have

9 redundant gas lines going to our house. Wth that

10  background, and the enphasis that yes the Division does

11  want reliable service I"'mgoing to launch into ny

12 questions. What is HDD?

13 A Heati ng degree days.

14 Q Do you use HDD in your nodel as an input?

15 A Yes.

16 Q How many HDD terns do you use at the Conpany?

17 A We apply the heating degree days and then we

18 take an exponentiation of those, a squared term a cube

19 term atermraised to the fourth power.

20 Q So you use a total of four HDD?

21 A | use a total of four terns based on one

22  heating degree day |evel.

23 Q Ckay. Thank you for that clarification. Do

24 ot her conpanies that you know of use four?

25 A Four terms the way that this nodel does?
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2 A Sone may, sonme may not. | haven't exam ned

3 other conpanies' regression nodels to determ ne whet her

4 they do or don't. |It's a method to capture inherent

5 nonlinear behavior that can exist in demand. This is

6 sonething that is done frequently in electric |oad

7 forecasting. |It's called polynomal regression. | first

8 sawit in a conference in a workshop on electric |oad

9 forecasting. Energy demand, electricity or gas demand does

10 not necessarily behave in a linear fashion across the ful

11 range of heating degree days. O course, as it grows

12  exponentially that nay decrease and then may grow agai n.

13  Polynom al regression is a nethod so it can capture that

14  inherent nonlinear address and render a nore accurate

15 estimate reducing variance.

16 Q Do you recall M. Ditzel's testinony in which

17  believe he stated that it is uncommon, and | am

18 paraphrasing -- that it is uncommon for conpanies to use --

19 I'mgoing to call them HDD because it illustrates nmy |ack

20 of depth of know edge on this subject.

21 A | understand what you nean.

22 Q Did you read his testinony where he said that

23 it was uncommon that conpani es use four HDDs as |

24  descri bed?

25 A | did read his testinmony. | don't necessarily
Litigation Services | 800-330-1112

www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG  DOCKET NO. 17-057-20 - 06/12/2018

1 agree with that assessnent. rage <9
2 Q In connection with your enploynent at Dom nion
3 have you studied all the other compani es?
4 A No.
5 Q Thank you. In your summary you dism ssed the
6 Division's concern about the probability of all peak day
7 assunptions when HDD days, et cetera, occurring
8 simultaneously. |s that a fair paraphrase of your
9 position?
10 A | don't know that | dism ssed the concern. But
11  the sinultaneous occurrence of all of these conditions
12 occurring at once is not, one, likelihood for all of them
13 together is not what guides the decisionmaking process
14  about which conditions to include in an overall design day
15 construction.
16 Q If you will indulge ne, were you able to
17 determne the probability of all the design conditions
18 occurring at once?
19 A | have not been able to do that because |I'm
20 mssing data points on the wind speed for the extrenme cold
21 tenperature data points that exist within that dataset we
22 would use to estimate or to cal culate the design peak day
23 tenperature. So | can't calculate a full joint
24  probability.
25 Q Because you don't have the data?
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1 A Correct. rage <Y

2 Q Turning now to wi nd speed. How does wi nd speed

3 affect demand in the Conpany's nodel ?

4 A Wnd speed is -- well, let ne summarize it this

5 way. The harder the wind blows when it's cold, the nore

6 heat that escapes the home, and the colder it gets that

7 effect of wind speed intensifies. There is a termcalled

8 convection that explains it. So the Conpany's regression

9 nodel has been constructed to capture not only the effect

10 of wind, but the changing effect of wind as tenperature

11 increases. There are different ways to do that. |In sone

12  cases heating degree days can be calculated in a way that

13 incorporates wind speed into the overall heating degree day

14  nunmber adjusted for wind. Regression can be done on that.

15 1've tried that.

16 The approach that the Conmpany uses is to

17 include what is called an interaction term one that

18 interacts with the estimated effect of wind itself and

19 allows for that effect to increase as the tenperatures

20 increase.

21 Q If I may let's focus on what the Conpany does.

22 So the Conpany includes two wind speeds in its design peak

23 day assunptions; is that right?

24 A That's right.

25 Q Are you aware of other utilities or academc
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studi es that endorse, support, or use two w nd speeds?Page o
A The maxi mum wi nd speed?
Q Yes.
A I''mnot aware of any that use w nd speeds |ike
that. | mean, that include both of those terns. The

pur pose of the maxi mum - -

Q That answers mny question. ['mafraid that --
not afraid. |'mtrying to help ensure that we finish
today. So | will limt ny cross questions and hopeful |y

try and steer you towards just answering the question that
| ask, although | know it is typical to want to say as mnuch

as possi bl e.

A | under st and.

Q Ckay.

A "' m not of f ended.

Q Do you recall in Dom nion's response to DPU

data request 13.13 you answered that prior day maxi num w nd
speed was assunmed to be approximately 54 percent of design
peak day wi nd speeds, or approxi mately 25 mles an hour,
and that the nmean wi nd speed was assunmed to be
approxi mately 55 percent of design peak day w nd speed or
approxi mately 14 mles an hour?

A That sounds correct.

Q | do have a copy of that if you need to refresh

your recollection.
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1 A ['lIl accept that. rage s
2 Q Thank you. So you've read M. Ditzel's

3 testinony, right?

4 A Correct.

5 Q Do you renmenber where he concluded that in

6 replicating the Conmpany's nethod there were absolute errors
7 of 21 percent for mean wi nd speed and 38 percent for

8  maxi num w nd speed?

9 A In the construction of those prior day

10  assunptions?

11 Q Let's turn to his testinmony if we may. | think
12 that would probably be nore efficient than trying to have
13 me paraphrase it. Do you have his testinony in front of

14  you?

15 A | do, vyes.

16 Q Perfect. If you could turn to his surrebuttal
17 | believe pages 13 and 14.

18 A So it's not in direct?

19 Q No, it's in his surrebuttal. But you've read
20 that?

21 A. | have, yes.

22 Q Soif we turnto lines 279, 280, 281 in that

23 area -- | apologize. This is in his direct. | wote it

24  down wrong.

25 MR. SABIN. Could you repeat the |ines one nore
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2 M5S. SCHMD: Yes. |I'mlooking at pages 13 and
3 14, but specifically I'mlooking at |ine nunbers 279

4  through 281.

5 THE WTNESS: Ckay. |'mwth you.

6 Q Do you believe that the I evel of errors he

7 found, 21 percent and 28 percent, are acceptable |evels of
8 error?

9 A They are in ny opinion. | expect a high |evel
10 of error in that.

11 Q Turning to M. Merzwa's nodel i ng approach, you
12 said in general terns his nodeling approach was reasonabl e.
13 Is that a fair representation of your general overall

14  inpression of his testinony?

15 A Yes, it is.

16 Q M. Merzwa's nodeling approach resulted in

17  design peak day wind speeds of 17 mles per hour for a

18  maxi mum speed and 9 for nean. Does that sound about right?
19 A Yes.

20 Q Wul d using these wi nd speeds that are about 33
21 percent |ower than the ones you used, would that |ower

22 materially the Conpany's design peak day demand estinate?
23 A It does |ower the estinmate, yes.

24 Q Let's turn now to prior day demand. | believe
25 that M. Merzwa excluded prior day demands in his nodel;
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1 is that correct? rage 52
2 A No, that's not correct. He has included that

3 variable.

4 Q Scratch that question

5 A Ckay.

6 Q What is the | owest probability event that you

7 think a prudent conpany woul d consider inits planning 1 in
8 100 years, 11in 1,000, 1in 50, 1in 10, 1 in 20? Do you

9 have any opinion on that?

10 A The only opinion | can offer is | think the

11  Conpany's wanting 20 year recurrence interval for these

12 tenperatures is appropriate. There are others that may be
13 appropriate. | can't answer for other utilities. Wat my
14  Dbe prudent for one utility may be different for another.

15 It depends on foundational goals. The Conpany's choice of
16 1 in 20 recurrence and reliability is appropriate.

17 Q When was the last tine the Conpany had a mnus
18 5 degree Fahrenheit day, do you recall?

19 A I n December of 1990 tenperatures approached

20 that. | think on a mdnight to mdnight basis the nean

21 tenperature was mnus 4 degrees. On a gas day basis 8:00
22 a.m to 8:00 a.m | believe the data shows about 4.8

23  degrees.

24 Q Do you recall in your testinony though that you
25 state it was | believe 1943, or 69 years ago -- sorry.
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1949 when the Conpany had its last mnus 5 degree dag%ge >
A There was one that was |ower than that | think
in 1963. | believe that was about m nus 7.
Q My nother was pregnant with ne. |'msure she
remenbered that day well. Let's talk about -- this is

outside my box, but we're going to go here gently. Let's
tal k about the difference between a nodel fit and its
predicted accuracy. Are you famliar with that form of
anal ysis and critique?

A Yes.

Q Good. Could you explain the difference?

A General ly when you're tal king about a nodel's
fit you're | ooking at how well the variance is explained,
and that can be neasured in different nunbers that we cal
coefficient of variation. For exanple, you m ght have
heard it called as an R-squared term Those are called
goodness of fit statistics. Accuracy -- there are other
netrics to nmeasure, accuracy, how well the nodel predicts
data points that it's estinmated upon. Ternms for those
m ght be root-nmean-squared error, a nean-absol ute-percent

error, Schwarz Bayesian Criterion. There are a nunber --

Q ['msorry to break out in hives.
A ["1l stop.
Q I's one way of determning howto test the

predi cted power of an estimated equation to use statis for
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1 calibration and then data used to test the predicted power?
2 So you use one to calibrate and | think one to test?
3 A That's a comon approach and there are various
4 ways of doing that.
5 Q If you don't use the calibration part, can you
6 determine the predicted accuracy?
7 A Well, the accuracy statistic that | nentioned,
8 like the root-nean-squared, that is one way to neasure the
9 overall accuracy, howold is the nodel that you estinated
10 predict all the data points that it was actually based
11  upon. You can go steps further by holding out data points
12 using techniques like cross correlation analysis or hold
13 out sanple that is common and devel oping a forecasting
14 nodel on a tine and series data. That's a good neasure to
15 determine if you can predict what hasn't happened yet, what
16 the nodel hasn't seen yet.
17 Q So does that give you an idea of the nodel fit?
18 A It gives you -- no, it gives you a nmeasurenent
19 of howwell it predicts data points that it hasn't seen.
20 Q If a nodel uses historical data and that node
21 -- can a nodel that fits historical data well perform
22  poorly when used for a prediction?
23 A Well, good fit doesn't necessarily guarantee
24  good accuracy. Both assessnents need to be nade
25 ultimately.
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1 Q Can a statistician do sonething called rage S
2 overfitting?

3 A Yes, that can be done.

4 Q Can you give one or two sentences that talk

5 about what overfitting is, if you can condense it that

6 briefly?

7 A If we tal k about goodness of fit measurenents,
8 for exanple, the R squared term Sonetines anal ysts may
9 continue addi ng explanatory variables into a nodel to try
10 to raise the Rsquared value. The higher the R-squared
11 value the nore the nodel explains variances observed and
12 the dependent term The higher R-squared doesn't

13 necessarily mean the predicted power increases along with
14 it.

15 Q Thank you. Those are all ny questions. Thank
16  you for your patience. | obviously should have taken

17 statistic courses in college and probably for the rest of
18 ny life.

19 A They do cause hives.

20 Q | did not know there were so many peopl e who
21 had a Master of Statistics degree until | started in this
22 field. Thank you very much for your answers.

23 THE WTNESS: Thank you.

24 CHAI RVAN LEVAR:  Thank you. Thank you,

25 Ms. Schmd. M. Snarr.
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CROSS EXAM NATI ON

BY MR SNARR

Q Good norning, M. Landward. How are you?

A Good norning. I'mfine. How are you, sir?

Q Good. | would like to direct your attention to
your rebuttal testimony filed in May of 2018. |If you would
turn to page 3, and | direct your attention to |ines 44 and
45. There you indicate M. Merzwa's approach is
reasonabl e and provides an estimate of design peak day that

Is wthin an appropriate range; is that correct?

A. Yes, sir.
Q Al so, turning to page 15 of that sane
testimony, lines 296, 297. You indicate M. Merzwa's

model is a reasonable alternative; is that correct?

A Yes, sir.

Q In contrast to those statenents you indicate on
page 8 of your rebuttal testinony, line 156, the Conpany's
proposed peak day demand estimate falls at the higher end
of what you refer to as a range of reasonabl eness; is that
correct?

A Yes.

Q On the follow ng page of your rebutta
testinmony you indicate -- | think this captures again sone
of your comment fromthis norning, the Conpany nust plan to

mai ntain safe and reliable service to its custoners, even
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1 on the col dest days and during the nost extrene weat her

2 events; is that correct?

3 A Yes.

4 Q Agai n, on page 9 of your rebuttal testinony you

5 state that the Conpany believes it is prudent to use an

6 estimate at the high end of a reasonable range to account

7 for all the extreme outconmes that the Company coul d

8 experience; is that correct?

9 A Yes.

10 Q Page 15, sonmething simlar at line 300. You

11 indicate your goal is to cover all possibilities to cover a

12 shortfall; is that correct?

13 A Al'l possibilities in the context of the design

14  peak day of m nus 5 degrees.

15 Q Turning to page 16, you indicate the Company's

16 challenge is to estimate a demand | evel that will neet all

17 of the demand possibilities should the daily nmean

18 tenperature fall to the extrene low level that it has in

19 the past. That's just what you said a mnute ago, right?

20 A Yes.

21 Q At the top of page 9 you characterize the

22  Conpany's approach in determning the adequate resources to

23 neet design peak day requirenments as a conservative one; is

24  that correct?

25 A I'msorry. Wich line are you referring to?
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1 Q The top of page 9. You talk about the rage 4

2 Conpany's approach being a conservative one?

3 MR SABIN. | just want to note that your page

4  nunbers don't match the w tness' pages. For sone reason

5 your page nunbers you're citing are different. The line

6 nunber may be nore productive.

7 Q Well, | mssed the |ine nunmber on that one, but

8 let's --

9 A | do see the sentence that you're referring to.
10 Q Okay. You describe the Conpany's approach as a
11  conservative one, right? That's just a yes or no.

12 A Conservative approach, yes.

13 Q Thank you. Today you tal ked about the

14  Conpany's goals. You've reaffirmed some of the comments
15 that we've already readdressed here in cross exam nation
16  You have indicated the Conpany's goal is to try to avoid
17 those extrene situations fromever occurring. | believe
18 you also tal ked about the | evel of reasonabl eness depends
19 on the Conpany's goals. Didn't you say that earlier today?
20 A Yes.

21 Q You al so made a comment about insurance or an
22 analogy to insurance | believe in your testinony this

23  norning?

24 A R ght.

25 Q Do you have autonobil e insurance?
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2 Q Do you pay that regularly?

3 A | do.

4 Q Have you ever had the event that you've had to

5 make a claimon your autonobile insurance?

6 A | have not.

7 Q That's wonderful. Oher people may have

8 actually had to nmake a claimon their autonobile insurance.

9 Is that fair to say?

10 A Certainly.

11 Q So as we pay for the insurance against the

12 events, we hope that they're the |east probable events, and

13 in your life you' ve been able to escape any of those

14 events, right?

15 A In my adult life. Let ne clarify what | meant

16 by that.

17 Q ["I'l et it be clarified as you have suggested

18 M concern today is as custoners of Dom nion Energy, we're

19 paying basically insurance prem uns based upon your design

20 day calculations to avoid the possibility of sone

21 disruption to service. |s that a fair anal 0g?

22 A | don't know that it is. | don't know that I

23 can -- | think a better context is not an insurance policy,

24  but emergency preparedness. | have a fire extinguisher in

25 nmy hone. | hope | never have to use it, but I want to have
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1 it just in case. rage a2
2 Q All right. If I were to tell you I have six

3 fire extinguishers in nmy home, woul d you suggest that |

4  maybe over planned?

5 A No, | think I would probably follow your

6 exanple and think I mght be a little short.

7 Q ['mnot sure I'mright. Let's turn to the task
8 of what the Public Service Conm ssion has to undertake

9 today. The Public Service Conmission then really probably
10 is not charged with trying to determ ne how to save

11 Dom nion Energy from ever having an extrene event or an

12 outage. Do you agree with me?

13 A When you say -- okay. Having an extrene event,
14 that's not sonething we can control. W' re planning for

15 extrenme events. W don't want to have an outage when an

16 extrene event occurs.

17 Q | appreciate your clarification. You're

18 suggesting that your planning efforts is to never have an
19 outage?

20 A Ri ght, that's correct.

21 Q | want you to focus with me what the Public

22  Service Conmmission's obligation mght be, and that would be
23 what is in the public interest. |'msuggesting to you that
24 it mght be that we as a regulatory community here ensure
25 that you're planning well, and if an outage occurs we've
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pl anned well for the outage and we've saved enough noney

t hrough the process that we can deal with the outage and we
haven't overcharged the customers for the possibility that
the outage will occur. Do you understand ny question?

A | understand your question, but you're
characterizing the losses -- | guess |I'mnot sure how
you're characterizing the loss. The greatest loss in the
event of a system outage under extreme cold conditions is

going to be to the custonmer base. They're going to incur

the | oss.
Q Have you had sone custoner base outages before?
A W have.
Q Have you made a cal cul ation of the cost

associ ated with one of those recent outages?
A W have.
Q What is the range of the cost associated with

t hat out age?

A | don't recall. | would have to | ook up the
nunber. | don't recall off the top of ny head. It was
substantial, | do know that. And that was only 600

custoners in Coalville.

Q And t he question is whether or not we have
collectively collected enough in rates to nore than cover
the costs you experienced in that outage in Coalville if we

consi der the past several years of time. Do you understand
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1 ny question? rage a4

2 A | understand your question.

3 Q Let me return to a couple specific questions

4 for you. Isn't it true that wth the inputs that have been

5 provided into the Conpany's peak day demand forecasting

6 nodel concerning the occurrence of extreme cold days, the

7 occurrence of maxi mum w nd speeds, and the occurrence of

8 average w nd speeds, that coincident with those days your

9 nodel could be forecasting the peak design day that m ght

10  never occur?

11 A It could be that we're constructing a scenario

12 that is highly unlikely. 1 don't know that | would go so

13 far as to say that it could never occur, because again

14  have sone blind spots. There are extrene cold days that |

15 don't have observations on. Now keep in mnd, we're

16 tal king about a 24-hour gas day period. It's not -- it's

17 certainly plausible that strong winds could blow in an

18 extrene cold front and during that early period of the

19  24-hours those strong winds are taking a |ot of heat out of

20 the houses before that extrenme cold settles in. Could that

21  happen? Could it not happen? |'mnot a metrol ogist.

22 Q | would like to followup fromM. Schmd's

23 questioning. Do you have a sense of whether or not it's a

24 11in 1,000 event that you're planning on?

25 A You' re tal king about the sinmultaneous
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1 occurrence? rage 4o
2 Q Si nul t aneous occurrence on these things. Wat
3 is the possibility that they mght all occur, cone together
4 in one event?
5 A | don't know. | don't know how I could
6 characterize it in terms of a recurrence interval |ike
7 you're asking. It would certainly be rare, a | ow
8 probability. | can characterize it that way.
9 Q Wul d you agree that the higher the peak design
10 day the nore cost the Conpany incurs to ensure that the
11 systemcan neet that peak?
12 A | think in general | can agree with that
13 statenent.
14 Q You previously indicated that the cost
15 associated with -- isn't it true the cost associated with
16 the Conpany's actions to secure facilities and resources to
17 meet its conservative design peak day that those planning
18 -- the Conpany's actions and planning for resources and
19 facilities result in certain costs and those costs are bore
20 wth the Conpany's ratepayers?
21 A Yes.
22 Q Isn't it true if we were looking at the
23 facilities and resources necessary to meet M. Merzwa's
24  reasonable alternative design peak day that the cost would
25 be less?
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2 | think that depends on what extent the difference between

3 ny peak day estimate and that of M. Merzwa translates in

4 a difference in peak hour service needs and what that neans

5 internms of contracting. A |lowering of peak hour service

6 needs that results froma |owering of design peak day

7 estimates may not necessarily translate to a savings in

8 cost of contracts to secure the peak hour services, the

9 firmpeak hour services that remain required. But that's a

10 contracting question. |'mnot able to answer contracting

11 questions. | think that's a better question for

12 M. Schwarzenbach.

13 Q We may ask him

14 A Fair enough

15 Q But woul d you agree that if we're shooting at a

16 particular target for design peak day, and |'Ill describe

17 the target as one that is being very conservative and it's

18 a higher target than one we mght call a reasonable

19 alternative, that by shooting for a different target there

20 mght be different practices and different costs associ ated

21 wth aimng at one target versus the other?

22 A Again, | guess | have to answer in the sane

23 way. It depends on the extent of the difference. There

24  may be additional costs, there may not be. I'msorry. |'m

25 not trying to be evasive to your question. |'m not
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1 qualified to nmake -- | amunder oath and | don't mantp?ge o

2 guess. I'mnot qualified to speak about contracting costs.

3 Q Isn't it true froma cost perspective, fromthe

4  customer's cost perspective point of view that paying for

5 the costs associated with the reasonabl e approach m ght be

6 better than paying nore for a conservative approach

7 designed to cover events that may not even occur?

8 A. Vell, no, | don't necessarily agree with that.

9 Because here is the inherent problem W' re talking about

10 an estimate for an event, a |evel of demand that we have

11  not been able to observe with today's custoner base.

12 Nobody in this roomknows what the right answer is. Wen

13 it occurs we'll have a better feel for how nmuch gas we

14 actually need, but right now we don't know. But we've got

15 to come up with a nunber and the cost of coming up with a

16 nunber that's too low are too severe. That's not a ganble

17 that we can afford to take.

18 Q Let nme zero in on that. The cost of --

19 A To the custoner, the cost sustained by the

20 custoner who | ose service

21 Q But | think you said it was too severe and a

22 ganble you didn't want to take. And | took it that you

23  were speaking on behal f of Dom nion Energy and not the

24  custoners. Am| incorrect?

25 A Yes, you're incorrect. Let me clarify what |
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nmeant. The cost to our custonmers who depend on that gas

service is going to be too severe if they run out of gas
when the tenperatures are extrenely cold. They can't run
their furnaces. W're not tal king about a power outage
during a hot day when people can't run their air
conditioners for a few hours during the mddle of a hot
summer day. We're tal king about gas service outage where
conpany personnel have to go to every prem se to which we
serve gas and turn off the meter to nmake sure that there is
no nore gas flowng into that hone. |It's a safety nmeasure.
And then they have to go back, they have to repressurize
the system and then they have to go back out and
reinitiate the service to each one of those neters. It
coul d be hundreds, potentially thousands. |In the neantine
t hey have no heat source.

Q But the conpany would do that to nmake sure that
the customers were safe?

A Absol utely, sure. It could take days,
depending on the size of the outage it could take weeks.
That can't happen. That cannot happen.

Q Were there any lives lost in the Coalville
out age, nost recent outage?

A Not that |'maware of. | hope not.

Q Good.

MR SNARR: | have no other questions.
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CHAI RVWN LEVAR:  Thank you, M. Snarr.

M. Russell, do you have any questions for M. Landward?
MR RUSSELL: No, thank you.
CHAI RVAN LEVAR:  Any redirect?
MR. SABIN. Yes, please.
REDI RECT EXAM NATI ON
BY MR SABI N

Q M. Landward, | just have a few questions. You
wer e asked about the wind speed during the initial
questioning and you were asked to explain a question and
you were answering the question and you were cut off. |'m
wondering if you wanted to conplete your answer to that
question. It had to do with why you think it's inportant
to have two different wind speeds in your nodeling if you
recall.

A Right. | have do recall. The primary w nd
speed termis the mean wind speed. That's the termthat is
interacted with tenperature to capture that changi ng effect
of wind speed on demand as the tenperature gets |lower. The
maxi mum wi nd speed | assume was inserted into the nodel as
arefinenment. | didn't develop the nodel. | don't know
what |ed nmy predecessor to add that variable. | imagine
because of his qualifications that he found that gave hima
better fit, a better accuracy.

Q G ven that you've testified about the inpact of
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wi nd speed on the potential for tenperatures to drop, or

for the tenperature to dissipate nore quickly in a hone, do
you think it's inmportant for those two wind speed data
points to be included?

A | think the nore we can do to fine tune the
effect of wind on demand the better. Wnd is a critica
variable. It's not one that should be left out of any
nodel ing that is capturing or nodeling daily demand.

Q In your mnd do you think it would be amss if
this nmodel did not include some factor for w nd speed?

A Absol utely. Wnd speed has to be in the nodel.
There is too much variance that's going to be |eft
unexplained if we don't capture it. And there is going to
be a severe blast introduced and we run the risk of
under esti mati ng.

Q Ms. Schm d asked you al so about page 15 of
M. Ditzel's testinony. She showed you two |ines of
testinmony from 280 to 282 range and asked you if you noted
that there were sonme errors that he highlights or
percentage of error that conmes out of his analysis there.
You responded that you woul d expect a high level of error
in that analysis. Can you explain why that would be the
case?

A That anal ysis was done in the context of a

criticismof the construction of prior day demand
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1 assunptions | believe. Prior day demand is also an

2 inportant variable in analyzing a tinme series of daily

3 demands. It's very comon to do in this type of analysis.

4  The nodel |'ve seen of demand, daily demand, even nonthly

5 demand, colleagues that |'ve spoken with, use that

6 variable. So to, again, gain accuracy and explain this no

7 variance it's occurring in daily demand.

8 | can't leave it out because, again, we're

9 going to introduce greater variance in nmy estimte and

10 apply it and potentially apply it because there is

11  explanatory power in the inclusion of a prior day demand

12 that can't be captured in other ways. |If I'mgoing to

13 include it in ny nodel, that means | have to provide sone

14  sort of an assunption for it when | use that nodel estimte

15 design peak day demand. There are any nunber of ways that

16 that can be done. It seens to me a very reasonable way to

17 sinmply look at the relationship between the variables that

18 | need to construct that prior day demand estimte as they

19 relate in the sane fashion as they relate. For exanple,

20 looking at tenperatures on the col dest days and what

21 tenperatures proceed those. Looking at w nd speeds on the

22  col dest days and what w nd speeds proceed those and com ng

23 up with some type of an average. There may be other ways

24 to doit, but it seems to nme that is as reasonable as any

25 other. |Is there potential for a higher degree of
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difference in variance? O course, there is. Again, this

isn't an exact science. There are a |ot of variations
inherent in all of this, but by the end of the day | need
to cone up with an estimate. And so | need to account for
the variables that drive demand, have a big inmpact on
demand, wind, prior day demand, in addition to tenperature.

Q Thank you. M. Snarr pointed out that in your
testinony at tines you indicate that M. Merzwa's anal ysis
or his nodel or what he comes up with is in your mnd
within a reasonabl e range?

A. Yes, that's correct.

Q Does that in your mind nean that the Conpany's
approach is not reasonabl e?

A No, not at all.

Q So how in your mnd can they both be
reasonabl e?

A Because they both fall within the real mof
possibility. | created the graph in ny rebuttal testinony
to add some perspective to that, to show where they fall in
t he context of demand under extreme events. The Conpany's
current design day estinmate falls within that range at the
hi ghest end. M. Merzwa's falls within that range at the
| ower end. So | conclude they' re both reasonabl e.

Q So why mght the Conpany select toward the

upper end of that range, maybe not the top, but why woul d
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1 they be above the mdline, for exanple? Wy would thgige >
2 want to be in the upper area when you're planning for your
3 design day event?
4 A Because there is a safety buffer in that event.
5 There are eventualities that even wth the best nodeling we
6 can't predict. There is always an estimation there. There
7 is a random conponent that we can't predict. W design our
8 peak day denmand estinmate for mnus 5 degrees. The
9 tenperature could get colder than that. It has in the
10 past. There could be severe tenperatures back to back
11  There are things we are not explicitly planning for, but
12 that can still occur. [If our final nunber is at the higher
13 end of the possibilities, there is less risk of mssing | ow
14  because we're incapsulating nmore that is likely to occur.
15 Q I's that what you neant in your opening
16 statenment when you were referring to margin or margin
17 safety?
18 A Yes, safety margin, the safety buffer
19 Q \What do you nmean by that? Can you explain to
20 the Comm ssion what that concept is in your m nd?
21 A That concept in ny mnd is coverage for
22 eventualities that weren't explicitly planned for. For
23 whatever reason gas demand may be hi gher than what we
24 estimated it woul d be because of things that we didn't
25 anticipate.

Litigation Services | 800-330-1112

www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG  DOCKET NO. 17-057-20 - 06/12/2018

1 Q For exanple, if in your design day denandPage >
2 nodeling you' re planning for a mnus 5 degree day, but it
3 actually ends up being a mnus 7 degree day like it was in
4 1963, if that happened you're saying your nodel has built
5 intoit some flexibilities because there are things you

6 mght not be able to plan for, mght not know wi |l happen?
7 A That is exactly right.

8 Q Ckay. Would you characterize the Conpany's

9 design day demand at the very top of what you woul d cal

10 the reasonabl e range?

11 A No, | wouldn't put it at the very top or

12 outside the top. | would put it on the higher end.

13 Q | aminterested by M. Snarr's insurance

14  scenario. It occurred to me you're probably one of the few
15 in the roomthat hasn't used your insurance as an adult.
16 Wiy do you still pay for it?

17 A Because there is always the chance that 1"l

18 need it.

19 Q Even though there is no data point of you

20 actually needing it during your adult life, you're stil

21 paying for it?

22 A That's correct because | don't want be caught
23 without it.

24 Q Wiy is that? Wy wouldn't you want to be

25 caught without it?
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A. Because | can't afford the | oss.

Q Thank you. | wanted to focus in on you
indicated there was this event in Coalville, and I think
you indicated it affected about 600 hones?

A Yes.

Q Subject to check, if | represented that the
cost per day of that was in the range of $100,000 per day,
does that ring a bell for you? Do you know anythi ng about
t hat ?

Was that cost to the Conmpany?

Q That's a good question actually?

MS. SCHM D: Coul d counsel repeat the question?

CHAI RVAN LEVAR  That's a fair request.

MR. SABIN. Sorry, | wasn't |istening.

CHAI RVAN LEVAR:  She asked if you woul d repeat
t he question.

MR SABIN  Yes.

MS. SCHM D: Thank you.

Q So during your questioning it came up that
there was this event in Coalville. | think my notes
I ndi cate you referenced there were 600 hones affected --

A Yes.

Q -- approximately. Let me just ask, do you have
a sense for any of the nmagnitude of what that cost? Do you

know what it cost the Conpany, or do you know what it cost
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1 the customers? rage 98
2 A At one time | knew what it cost the Conpany.

3 don't recall what the number is and | hesitate to guess.

4 don't know what the cost was to the custoners.

5 Q Do you know whet her -- do you know whether the
6 Conpany went out to figure out how nmuch it cost the

7 custoners?

8 A [''mnot aware of that.

9 Q | think my follow up question was does the

10  $100, 000 figure per day for the Conpany cost, is that in
11 the range of what you one time knew or if you know?

12 A That sounds famliar. | hesitate to give a

13 definitive answer, but | know the cost was quite

14 significant to the Conpany just for the restoration

15 efforts.

16 Q | want you to followup on M. Snarr's question
17  al so about extreme cold event.

18 A Yes.

19 Q If a design day event of mnus 5 degree
20 occurred and there was extended outage for nultiple days.
21 A Yes.
22 Q How woul d you characterize the damage or the
23 risk that you see fromthat kind of event?
24 A For several days | would characterize it as
25 catastrophic. Nobody can run their furnace during that
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time until services are restored. There is going to be

property damage at a mninum pipes are going to freeze,
for vul nerable people there could be loss of life. W
assunme that's going to happen during extended outage in
extrenme cold conditions. Keeping in mnd this is when the
mean tenperature for the day is mnus 5 degrees or maybe

| ower. The econom c | oss would be substantial. People
can't run businesses. People can't work. | don't ever
want to have to find out what actually happens when gas
service stops when it gets that cold.

Q My final questionis this, inyour mndis
there one right answer or one right way that you can think
that the Conpany has to go about doing this design peak day
demand anal ysis, or has the Conpany just settled on one of
several ways that it could possibly be used?

A The Conpany's is one way it could be used and
there are a nunber of approaches that could be used. |
woul d never agree to one is superior to another. Methods
vary from conpany to conpany |I'msure. Qur approach has
evol ved over tine as we collect nore data points, as we
| earn what is being done in daily demand nodeling. But
there is not one correct approach. The right answer is the
one that keeps the gas flow ng when the tenperatures are
very, very, very cold.

Q So why do you believe the nodeling approach
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1 that the Conpany uses is reasonabl e? rage 59
2 A Because it's giving an answer that according to
3 ny estimate puts us in the range of protecting the

4  customers under extreme conditions. It gives us sone

5 safety cushion for eventualities that we plan for

6 Q Thank you, M. Landwar d.

7 CHAI RMAN LEVAR:  Thank you. Any recross,

8 M. Schnid?

9 M5. SCHMD: Yes, please. Just two questions
10 if | may.

11 RECROSS EXAM NATI ON

12 BY Ms. SCHM D

13 Q In your redirect testinony you expanded on the
14  inmportance of wind being included in the nodel and studies?
15 A That's correct.

16 Q Wuld it surprise you that out of the 21

17 respondents in 2009 Anerican Gas Association survey only

18 two respondents explicitly included wind, and a third

19 respondent inplicitly included wind as an independent

20 variable in their regression equations?

21 A. | have to -- well, that does surprise ne. |[|'ve
22 reviewed the survey and --

23 Q | just have one nore.

24 MR SABIN. Could he please be allowed to

25 answer the question? She's cutting himoff.
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1 THE WTNESS: Well, what | want to say isp‘?lgle >

2 CHAI RVAN LEVAR: Let me respond to the

3 objection. | think thereis a legitimate argunent that his

4  answer yes it does surprise himis an answer, does answer

5 the question. However, | think when we're dealing with

6 expert witnesses | tend to err on giving thema little nore

7 latitude to explain their answers. So if he wants to give

8 alittle bit nore explanation | think I will allow that.

9 THE WTNESS: The literature that |I've reviewed
10 on the subject recommends wi nd speed. As long as |'ve been
11  involved in | ooking at nodels of the Conpany w nd speed has
12 always been a factor to estinmate peak demand. 1've
13 estimated the nodel with and without w nd speed, and
14  variances introduced by excluding wnd speed is significant
15 and it fails to capture that effect of wind on demand as
16 the tenperature decreases. It's not a variable that we can
17 leave out. | understand that the survey asks questions
18 regarding both general sales forecasting and peak day
19 forecasting. It nay be that sone of those respondents were
200 mxing their responses to the two. But if any of those
21 utilities were to consult ne on best practices | would
22 strongly recomend that they include wind speed in their
23 nodels. | would suggest that their nodels are
24  underspecified, msspecified if they're |eaving out w nd.
25 Q | have one nore question, and | do apol ogi ze
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for cutting you off. This also requires a yes or no, but a

further explanation would be nmost hel pful. So please fee
free to do that. Wuld it surprise you that only two of
the 21 respondents in that survey nentioned using |ag
variables in their regression equation, with one using
prior day send out, and one using prior day HDD count?

A | think my response would be the same. |If
they're not using it, they should be.

Q Thank you very nuch.

M5. SCHM D: Those are all ny recross

questi ons.

CHAI RVAN LEVAR:  Thank you. M. Snarr, any
recross?

MR. SNARR: Just a couple areas if | mght.

RECROSS EXAM NATI ON
BY MR SNARR
Q M. Landward, let's go back to your insurance

situation. |'minpressed that you' re accident free and
you' ve been paying your premiuns. |f the conpany came to

you and said we're raising your prem uns how woul d you
feel ?

A | woul dn't be happy, but | wouldn't be inclined
to discontinue ny insurance.

Q Wth respect to the target we're aimng at,

desi gn peak day, you've explained that you see at |east two
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alternatives that are reasonable and it's difficult to

determ ne what might fall in that range of reasonabl eness.
Coul d the Conpany be even nore careful and nmore sure of its
coverage for one of these extrenely unlikely events by
contracting for yet a third contract for peak day services?

A Again, I'mnot qualified to tal k about
contracting. So | don't want to give you an inaccurate
answer. | think that's a better question for
M. Schwar zenbach.

Q Isn't it true that our efforts here in this
proceeding is to find the best right answer that would
cover the likelihood of those events?

A | don't know that -- no, | don't agree with
that. | think the purpose of this proceeding is to
determ ne what the estimte that the Conpany has based its
finding on is a reasonabl e and prudent one. W're not
going to know what the right answer is until the event
actually occurs. None of us know what the right answer is.
We can't possibly determne it.

Q And yet the responsibility of this regulatory
process is to pick a nunber, hope that it's right, and
charge the custonmers an appropriate anmount for that
coverage; is that correct?

A R ght.

Q Thank you
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1 CHAI RVWN LEVAR:  Thank you, M. Snarr. IpﬁgseGZ
2 a couple questions. These questions do go beyond your
3 testinony, but | think the issue has conme up in both
4 M. Snarr's cross and M. Sabin's redirect. Do you know
5 wth the approxi mate 600 custoners in Coalville howlong it
6 took to nmake the home visits and get their appliances and
7 gas service reinstated for the approximte 600?
8 THE WTNESS: Unfortunately, M. Chairnman, | do
9 not.
10 CHAI RVAN LEVAR:  You al so may not be able to
11  answer this question, but I'll ask it and if you don't tel
12 me. |If there were a peak day event along the Wasatch Front
13 and pressures were going to down to a concerning |evel,
14  does the Uility have the operational flexibility to triage
15  nei ghborhoods and say we're going to chose a couple
16  nei ghborhoods where service is totally stopped to those to
17 avoid losing pressure in other areas? |s that a kind of
18 choice that the Uility would be forced to make in that
19  situation?
20 THE WTNESS: | understand that the tariff does
21 define what | mght characterize as a triage approach. |
22 can't speak to anynore detail that than because |'m not
23 famliar wth peak operational priorities that would be put
24 into place to restore service. Again, | don't nmean to be
25 evasive.

Litigation Services | 800-330-1112

www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG  DOCKET NO. 17-057-20 - 06/12/2018

© o0 ~N o o B~ O w NP

N D RN N NN PR R R R R R R R R
g A W N P O © 0O N O O N~ w N kB O

. Page 63
CHAI RMAN LEVAR: It's beyond testinony. You

woul dn't be able to give an answer to say how long it would
take to restore service to 1,000 versus 10,000 versus

50, 000 custonmers? You wouldn't be able to give a rough
estimate of tinme?

THE WTNESS: CQutside the context of this
proceeding | have tried to do an estimate of that. [|'m not
sure | can recall the actual nunbers, but | was doing an
estimate on a w despread outage to hundreds of thousands of
custoners. Generally speaking | think full restoration
estimated to probably take weeks.

CHAI RMAN LEVAR: That was a full restoration of
a large scal e Wasatch Front event?

THE WTNESS: Yes. But a smaller outage
haven't analyzed it at that |evel.

CHAI RVAN LEVAR:  Thank you.

THE WTNESS: Certainly.

CHAI RVAN LEVAR:  Conmi ssi oner Wite, do you
have any questions?

COW SSI ONER WHI TE:  Thank you. Fol |l ow ng up
on that line of question and | recognize this isn't
necessarily your direct testinony, but it's been discussed
at some extent. There has been discussion about costs and
t here has been discussion about potential harmto

custoners, loss of potential life, productivity, economc
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| 0ss.

THE W TNESS: Yes.

COW SSI ONER WHI TE:  You touched upon potenti al
cost to the Conpany. Help me understand a little bit nore
what that would | ook |like. Are you talking about potenti al
liability or just cost to go out and have fol ks do
restoration? What is that? Wat did you nean by that?

THE WTNESS: Cost to the conpany woul d include
the cost of restoration of service, wages paid not only to
conpany enpl oyees, but potentially enpl oyees from ot her
utilities that are brought in to help. There would be
costs associated with |odging and food and transportation
for all of the enployees. There would be costs -- there
are probably a lot of other adm nistrative costs that |
can't detail off the top of nmy head. |'mnot an
accountant. | don't track those costs. Those are what |
am characterizing as costs to the Conpany. There could
also be liability certainly. Again, I'mnot a |ega
expert, but | can imagine that's in the real m of
possibility. But then I'mdifferentiating those fromcosts
associated with loss on the custonmer side, economc | o0ss,
property danage, loss of life. I'maquite certain costs on
the custonmer side because of a w despread or prolonged
out age woul d probably exceed those incurred by the Conpany

to full restoration.
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1 COW SSI ONER WHI TE:  Let ne ask you the rage
2 following Iine of questions.

3 THE WTNESS: |'msorry. | said restore, | was
4 talking about restore of services.

5 COMM SSI ONER WHI TE: | understood t hat.

6 Followi ng up on some of the questions fromM. Schmd, this
7  net hodol ogy, the analysis for peak day design, is there

8 anything specific to Dom nion Energy Utah service territory
9 that led you to that or |led the Conpany to choose that

10 et hodol ogy? 1Is here anything that is specific to the

11 topography to differentiate other parts of the country?

12 THE WTNESS: No, nothing specific to this

13 service territory in particular. The variables that have
14  Dbeen selected for nodeling and for estinated denmand are

15 variables that are known generally, that establish

16 generally to affect demand. So the estimated effect on

17 demand of those variables may differ fromregion to region,
18 but the variables that we selected they affect demand in

19 any case. The degree of the effect may be different based
20 on the data that is being estimted.

21 These are variables that are noted in

22 literature on estimted gas demand, they are variables that
23 the Conpany has used for a very long time. Oher utilities
24 may use a subset of variables. There are variables that

25 the Conpany isn't using that coul d perhaps be incorporated,
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like wind direction. Sone conpanies may be even very

vigorous and include things like gas price if they're

| ooking at daily demand across a | arge spectrum of tine.
Hum dity, that may not be -- that's probably a good
exanple. That may not be a highly significant factor in
gas demands al ong the Wasatch Front, but it coul d have sone
effect, may have a much nore pronounced effect in areas
where humdity is much higher and intensifies the cold.

As an anal yst |'m al ways | ooking at how gas
demand can be nodel ed and how | mght be able to refine the
nodel that | have stewardship for. But there is nothing in
the nmodel that is specific to Uah or to Woni ng.

COMM SSI ONER WHI TE:  Is this nodel consistent
with -- are you aware of the consistency of this nodel of
how peak day demand is nodeled for Dominion's facilities in

ot her states, for exanple, Chio or West Virginia?

THE WTNESS: | believe Dom nion East Chio uses
a simlar approach, |'m speaking generally, using
statistical regression nmethods. Sonme of the other -- the

West Virginia utility I think uses a slightly different
approach, maybe nore general correlation between
tenmperature and peak demand. | reviewed those once. |
don't recall the details of the nodels. Both seened fairly
vi gorous, maybe slightly different in nature.

Again, as | said earlier there is not
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1 necessarily one right way to do it. |'m always interggtg(eadG7
2 to see howother utilities doit. | have a |ot of

3 confidence in the way we're doing it because we're able to
4 isolate the effect of all these different variables that |
5 tal ked about and bring themto bear and reduce variance in
6 estimation and construct a nore precise design day

7 criteria. But | think -- that's probably a very |ong

8 wnded answer to a sinple question. But | think we are

9 generally consistent in terns of the variables that we | ook
10 at as the other utilities under the Dom ni on Energy

11 unbrella. They may use a subset. They nay have sone

12 variables that we're not |ooking at.

13 COW SSIONER WHI TE: | was just trying to maybe
14 explore is this -- | guess it stens fromthe |ine of

15 questions of other parties that this is something that my
16 potentially be considered as a novel approach. |In your

17 professional estimation is this something that is kind of
18 on the cutting edge, or is this outside the typical norm
19 wth how gas distribution utilities model this, or is this
20 sonething that is on the cutting edge?

21 THE WTNESS: No, | don't think this is nove

22 at all. Alot of utilities use this approach that we're

23 calling regression analysis, statistical regression where
24 we estimate demand on a dependent variable, which is gas

25 demand, based on the isolated effects of nunber of
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vari abl es that affect it, tenperature of course, w nd

speed, prior day demand, the day of the week, whether it's
a holiday, a weekend. So no, it's not novel. It nay
differ in the conpensation of variables incorporated into
the nodel as sonme other utilities. As | nentioned, sone
utilities may | ook at variables for explanation of demand
that we're not using. W may be using variables that other
utilities are not. |t doesn't necessarily nean that we're
right and they're wong. Good analysts are always | ooking
what ot her anal ysts are doing to get ideas of how they

m ght refine their own nodels.

COMW SSI ONER WHI TE:  Is the simultaneous nature
of using those variables is that common, or is that
somet hing you consider? 1s that typical utilities are
utilizing for variabl es?

THE WTNESS: Ckay. Are you referring to
simul taneous as to conbination that we're using, w nd speed
and tenperature and day of the week?

COW SSI ONER WHI TE:  Yes.

THE WTNESS: That | believe -- those are
common variables in just general estimation of daily gas
demand. There is software that is witten that we actually
use within the conpany that uses those sanme variables. The
way they're used can differ, but those variables are al

very common in trying to capture effects and what drives
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1 daily demand.
2 COW SSI ONER WHI TE:  Thank you. Those are all
3 the questions | have.
4 CHAI RVAN LEVAR:  Thank you. Let's take a short
5 break and then | believe Comm ssion Cark has some
6 questions.
7 MR. SNARR. May | have one foll owup question
8 to sonething that was rai sed by Conm ssioner Wite?
9 CHAI RVAN LEVAR: | think we allow that. W try
10 to keep it rare, but why don't you go ahead.
11 MR. SNARR:  Thank you.
12 RECROSS EXAM NATI ON (cont i nued)
13 BY MR, SNARR
14 Q Are you famliar with the Conpany's tariff on
15 file for U ah service?
16 A Yes.
17 Q Are you famliar with the liability section
18 wherein it states that the Conpany will endeavor at al
19 times to provide steady and continuous service that wll
20 not be liable to the custonmer for failure, fluctuations, or
21 interruption to service?
22 A ['mnot famliar with that section.
23 Q Thank you. That's section 7.02.
24 A Thank you
25 MR. SNARR: That's all | have.
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CHAI RVWN LEVAR:  Thank you, M. Snarr.

Conmi ssion C ark has some questions for you, but why don't
we take a short break. We'll reconvene at 10:45.

(Of the record.)

CHAI RMAN LEVAR:  We're back on the record.
Conmi ssion Cark, do you have any questions for
M. Landwar d?

COW SSI ONER CLARK:  Thank you. Good nor ni ng,
M. Landwar d.

THE WTNESS: Good norning, sir.

COW SSI ONER CLARK:  Regardi ng the design peak
day nodeling that is the subject of your testinony, why did
you performthat nodeling initially? In other words, was
It part of an annual or sem -annual process or was there
some other driver for the work that you did here?

THE WTNESS: The nodeling is done annual ly and
the estimate to submt for use in the individual resource
plan that is filed each year

COW SSI ONER CLARK:  If we were to | ook at the
model i ng that was done for the 2015-2016 heating season as

opposed to this particular version, which is for 2016-2017,

| believe.
A Yes.
Q Wuld we find that the method was the sane? In

ot her words, the same consideration of 1 in 20 year
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recurrence of tenperature and wind treated the sane way,

non- hol i days, all those features?

THE WTNESS: | believe so. Al those
vari abl es woul d have been used in the nodeling. 1In the
2015- 2016 peak season of course we were still using the 1
in 20 year recurrence nethod to calculate the mnus 5
degree Fahrenheit.

COW SSI ONER CLARK:  Did you use the sane wi nd
data point that you used in this nodeling exercise?

THE WTNESS: | believe so, but | wasn't
involved in the nodeling. | don't want to give a
definitive yes because |'mnot entirely sure as far as the
wi nd data points. | assume so, but | don't know for sure.

COW SSI ONER CLARK: | believe you nentioned in
your testinmony that the 1 in 20 year recurrence is a conmon
tenperature, comon nethod of identifying the tenperature
that you would use in the nodeling; is that correct?

THE WTNESS: Yes. There has been reference in
testinmony in this hearing to a survey conducted by the
Amrerican Gas Association, | believe it was in 2009, asking
utilities anong other things what nethod they used to
desi gn peak day tenperature. | believe 4 of the 13
respondents that responded to that question use a
recurrence interval.

COW SSI ONER CLARK:  Regardi ng the use of

Litigation Services | 800-330-1112
www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG  DOCKET NO. 17-057-20 - 06/12/2018

© o0 ~N o o B~ O w NP

N D RN N NN PR R R R R R R R R
g A W N P O © 0O N O O N~ w N kB O

] _ _ ~ Page /72
average w nd speed and nmaxi mum wi nd gusts on a particul ar

day, is that also part of the methodol ogy that we woul d
expect to find in literature that you referred to or
comonly in use at other conpanies?

THE WTNESS: Certainly to be found in
literature, at least that |'ve reviewed, the use of wnd
speed when estimating gas demand.

COW SSI ONER CLARK:  Does the record contain
any references to that literature? If it doesn't could you
provi de them now to us?

THE WTNESS: There is a reference to that
particular paper that | cite in building nmy rebutta
t esti mony.

COW SSI ONER CLARK: If it's not too
i nconveni ent would you -- just to make sure | don't miss it
and | can identify it later.

THE WTNESS: Conmi ssioner, | have a copy of
that particular paper if you would like ne to provide it to
you.

COW SSI ONER CLARK:  Yes. Let's start with the
reference

THE WTNESS: You'll see a reference to it on
page 5 of ny rebuttal testinony on |ine 87.

COW SSI ONER CLARK: Is that the mathematica

model for natural gas forecasting?
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THE WTNESS: That's correct.

COW SSI ONER CLARK:  There you' re addressing
prior day demand?

THE W TNESS: Yes.

COW SSI ONER CLARK:  But | would al so expect to
find wind, maxi mumw nd gusts and average w nd speed.

THE WTNESS: You'll find references to this
paper to wind in general as a variable. This particular
paper recommends one way to capture the effects of wind in
nmodel i ng gas demand. | believe this paper suggests an
adj ustnment to heating degree days to capture the effect of
wind. That's one way to do it. 1've done it that way in
the past. That's different than what is done in the
Company's nodel, but the Conmpany's nodel as the paper
suggests does treat the effect of w nd.

| want to enphasize that the effect of wind is
not fixed, it changes, it increases as the tenperature gets
| ower. So the Conpany's nodel is constructed one way to
capture that effect.

COW SSI ONER CLARK:  Thank you. Wen you were
i dentifying or considering how you woul d capture that
effect in this nodeling exercise, you found that you didn't
have data for sone of the mnus 5 degree days that you
identified in the 90 year history or so of tenperature that

you exam ned; is that correct?
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THE WTNESS: That's right.

COW SSI ONER CLARK:  For how many of those
i nstances did you have wi nd data avail abl e?

THE WTNESS: |'ve been able to recover w nd
data on two of those instances, the occurrence of mnus 4
degree as a nean tenperature in 1990 and one in 1963.

COMM SSI ONER CLARK:  And it was the -- the w nd
data associated with the 1990 event that you provided in
your testinmony; is that right?

THE WTNESS: You know, | don't recall if
actually -- did | provide wind speed for that particular
data? | don't recall

COWM SSI ONER CLARK: 1" m | ooking at page 5 of
your direct. Maybe | m sunderstood this table.

THE WTNESS: You're referring to the table
begi nning on line 907?

COW SSI ONER CLARK:  Yes.

THE WTNESS: Yes, those are the wi nd speeds.

COW SSI ONER CLARK:  June 6, 2017.

THE WTNESS: January 6, 2017.

COW SSI ONER CLARK:  Right. Pardon me. That
woul d nmake a big difference in January.

THE WTNESS: It does.

COW SSI ONER CLARK:  But in the absence of that

data, then you exam ned 14 years of w nd speed data
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specifically from--

THE W TNESS: 2004.

COW SSI ONER CLARK:  To 2017, right?

THE WTNESS: Right.

COMWM SSI ONER CLARK: If | understand it
correctly, in that 14 year period you identified the winter
day with the highest speed, average speed, and the highest
maxi mum gusts; is that correct?

THE WTNESS: Right.

COW SSI ONER CLARK:  And you assuned that event
that had occurred a single time in 14 years happened on the
day that the col dest tenmperature in 20 years occurred as
well; is that right?

THE WTNESS: No.

COW SSI ONER CLARK:  That's not correct?

THE WTNESS: That was not done with any
correlation to tenperature. An examination of all the w nd
speed t hroughout the dataset was done, and the nmaxi num nean
wi nd speed for the day and maxi num gusts for the days were
extracted. Those happened to be in the winter nonths. So
It was determned that those would be the assunptions for
wi nd speed in the design day nodel.

COMWM SSI ONER CLARK:  Ckay. But this design
peak day nodel is exam ning the characteristics of a

particul ar hypothetical day, right?
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THE W TNESS: The nodel is built on observe

data, but its intended purpose is to estimate denmand under
extrenme conditions.

COW SSI ONER CLARK:  That's what |'mtrying to
determne. |If |I'munderstanding what the nodel is telling
us, is it telling us that on a day when there is mnus 5
degrees and the wind is gusting at 47 mles per hour, and
has an average speed of 26 mles per hour, and then the
ot her characteristics that are also net on that day, then
the demand will be some 300,000 or 400,000 decatherm

greater than the January day in 2017 was your point of

addr ess?

THE WTNESS: Right. Right. Yes, that's
right.

COW SSI ONER CLARK:  And that's what |'m
wondering about. Is your assessnent of basing a business

judgnment on the probabilities that a tenperature event that
occurs once in 20 years, and a wind event that you find
occurring once in 14 years coincide on the sane day?

THE WTNESS: | guess | don't understand.

COW SSI ONER CLARK: |s that a reasonable
scenari o on which to enter contrast?

THE WTNESS: Yes, | believe it is because of
the overall uncertainty involved in this entire process.

Again, we're using data that we've observed and trying to
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extrapol ate that to conditions that have -- at least in a

tenperature context that has occurred, but we don't
necessarily have observations of demand on, or in some
cases even w nd speed. So there are a |ot of unknowns and
that creates the potential for a wde margin of error that
somehow we have to prepare for. And in the face of demand
in that instance we chose to be conservative and to play it
safe and to build in a safety cushion, a safety factor

COWM SSI ONER CLARK:  Thank you. You | think in
your rebuttal testimony accepted that M. Merzwa's wi nd
data woul d al so be reasonabl e al though at a | ower range
than yours; is that right?

THE WTNESS: That's right.

COW SSI ONER CLARK: |If we can | ook at the
tabl e on page 8 of your direct for a nonent. Line 4, what
| amgathering fromthis, and correct me if |'mwong,
I ncreasing the average speed from4.6 mles per hour, which
i's what you observed on January 6, 2017, to 26 mles per
hour, and the maxi num gust from9, again the January 6
estimate, to 47, created a change in demand of 283, 464
decatherm right?

THE WTNESS: Correct.

COW SSI ONER CLARK:  Can you estimate, or is it
in the record anywhere what the change in demand woul d have

been under M. Merzwa's w nd assunptions for that day? In
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ot her words, assuming that wind speed was 9, not 16, an

gust speed was 17, not 47. Do you know what the effect on
t he decat herm vol ume woul d be by maki ng those adj ustnents?

THE WTNESS: | haven't calculated it with the
January 6 demand as a basis, but it's been cal cul ated and
it's on the record, in fact in M. Merzwa's surrebuttal
testinmony, the effect of the overall design peak day
estimate the difference between the Conpany's firmestimte
and his. | think that's probably the only measurenent on
the record of the effect of the change.

COW SSI ONER CLARK: Do you disagree wth his
mat h?

THE WTNESS: No, | do not disagree with his
mat h.

COW SSI ONER CLARK:  Thank you. Those are all
the questions | have.

THE WTNESS: Certainly.

CHAI RVWN LEVAR:  Thank you, M. Landward. We
appreci ate your testinony today.

THE WTNESS: Thank you.

CHAl RMVAN LEVAR. M. Sabin.

MR SABIN. The Conpany woul d now call M chael
Platt to the stand.

CHAl RMVAN LEVAR: Good morning, M. Platt. Do

you swear to tell the truth?
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1 THE WTNESS: | do. rage o
2 CHAI RMAN LEVAR:  Thank you.

3 DI RECT EXAM NATI ON

4 BY MR SABI N

5 Q Good norning, M. Platt.

6 A Good nor ni ng.

7 Q Coul d you state your full name and busi ness

8 address for the Conm ssion?

9 A My nane is Mchael Warren Platt. | work at

10 1140 West 200 South, Salt Lake Gty, Ut ah.

11 Q What is your title and scope of your

12 responsibilities?

13 A | am a nanager of engi neering over engineering
14  systens which includes the GS groups, engineering records
15 managenent, research and devel opment, and system pl anni ng
16 and anal ysis.

17 Q How | ong have you been with the Conpany?

18 A |'ve been there for 10 years.

19 Q Coul d you give the Comm ssion a summary of your
20 experience and educational background?

21 A My educati onal background, | have a Bachel or of
22 Science and a Master of Science fromthe University of U ah
23 in Mechanical Engineering. As far as ny work experience
24  goes nost of ny career |'ve spent in systemfinding and

25 analysis, analyzing what peak day | ooks like in terns of
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1 our pressures and customers in specific |ocations. rage
2 Q Thank you. Have you in this docket submtted
3 both direct and rebuttal testinony?
4 A | have.
5 Q | show that your direct testinony was Exhi bit
6 2.0 with sonme attachnments or exhibits to that testinony
7 that are 2.1, 2.2, 2.3, 2.4, and 2.5; is that correct?
8 A Correct.
9 Q And then you have al so submtted rebutta
10 testinony, which is Exhibit 2.0-R correct?
11 A Correct.
12 Q Do you have any changes to that testinony?
13 A | do not.
14 Q Do you adopt that testinony today?
15 A | do.
16 Q Have you prepared a sunmary of your direct and
17 rebuttal testinony to share with the Conm ssion?
18 A | have.
19 Q Pl ease go ahead and do that.
20 A Meeting the custoner needs on a peak day
21 includes every instance of that day, every hour, every
22 mnute. | can't afford to assunme that our supply plan is
23 going to nmeet our custoners' need on a peak day when our
24  upstream pi pelines have told us that they don't have the
25 capacity to do that.
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Fi rm peaki ng services of 340,000 decat herm per

day will allow the Conpany to neet our customers' needs and
avoi d any wi despread outages. Adjustments in design peak
day do not elimnate the need for peak hour services. In
fact, the adjustnments that were proposed only result in
m nor adjustnents to the required firm peaking services.
And based on recent historical interruptions, where at
| east sone interruptible custoners continue to burn, | fee
pretty confortable being a little high

|'ve conpleted and submtted an anal ysis that
shows that 92 of the tine all our peak hour is at |east 17
percent higher than the average daily volunme. And in that
analysis | included residential, commercial, and industrial
customers but no interruptible at all. [If we elimnated
the transportation customers fromthat estinate the peak
mean woul d actually increase. But unfortunately, because
['musing send-out data, aid station data, it's hard to
separate the custoners |ike that.

System pressures drop bel ow operationa
m ni munms whenever we do not have the supply to neet our
cust omer demands, which is obvious. Wthout peak hour
services, during the 2017-2018 unsteady state nodel we
woul d | ose five high pressure industrial customers and 44
regul ator stations. This neans that we are not able to

serve those custoners. W would | ose those custoners on a
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desi gn peak day, which would be catastrophic.

If the Conmpany does not plan for any vol unes
above the required daily capacity we have the potential to
| ose up to 800,000 custonmers. Failing to obtain peak hour
service wll result inan inability to neet custoner denand
on a peak day.

Fi rm peaki ng service provide benefit even on
nonpeak days, or nondesi gn peak day conditions. System
l'ine pack is used to serve a portion of our peak hour
demands, and to extent that we can use it. M. Merzwa is
under the inpression that we can use all of the |ine pack,
but unfortunately if we used all of the |line pack we woul d
have no gas left in our pipe. W would have no pressure
and we woul d not be able to serve our custoners.

The Lake Side power plant is nodeled correctly
in the unsteady state nodel and does not contribute to the
peak hour requirenent. Not only is it reasonable to nodel
Lake Side as we have chosen to at the daily contract limt,
anything | ess would be irresponsible.

The Division's expert testinmony confirns that
our nodeling methods and techni ques and software are all
state of the art and accurate. This concludes ny summary.

Q Thank you. M. Platt, you nmentioned you were a
prof essi onal engi neer and nanager of engineering for the

Conpany; is that right?
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Page 83
A Correct.

Q | woul d appreciate you sharing from an
engi neering standpoint, and particularly as the manager of
engi neering for the Conpany, what is nore inportant when
you | ook at these kinds of estinmates? Is it nore inportant
to be right on the nunber, or is it nmore inportant that you
be conservative, or is it inportant how conservative you
want to be?

A I n engi neering obviously we want to be
accurate. We want to hit the nunber as cl ose as possible.
But anybody whose been to engineering school can tell you
that there is also a factor of safety. Because say, for
I nstance, we're designing a bridge. W want to know how
much wei ght that bridge can hold. W're going to do
everything that we can do to cal culate the amount of stress
that that bridge can hold. Then we're going to nultiple
that by a factor of safety to ensure that that bridge never
fails because we don't want to | ose custonmers or have a
failure. That's just not good engi neering practice.

Q You heard reference today, M. Snarr | think
referenced this and it nmay have been nentioned by sonebody
el se, that what we're doing here is trying to shoot a right
nunber. Do you agree with that assessment? |s that what
we're really trying to do is shoot a right nunber, or are

we trying to establish whether or not we're within a range
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1 of what you would call safe operations? rage 4
2 A | don't believe that there is a right nunber

3 | think there is a range of reasonabl eness. To draw out ny
4 point, if you just include custonmers and none of the other
5 variables, we have over a mllion degrees of freedomin

6 this calculation. There is no right number. No one can

7 pretend like they can pick a nunber and say under these

8 conditions it will be exactly this anount because we don't
9 know. So being in a reasonable range is a lot nore

10 inportant.

11 Q | would like to foll owup on Conm ssi oner

12 Cdark's question with you since you and M. Landward both
13 prepared different assessnents for this purpose of peak

14  hour contract here and other purposes as well. You heard
15 his question | take it about we have two experts that are
16 tal king about different wind speeds and different ranges,
17 right, that were included in these nodels. Do you as you
18 | ook at those wind speeds and consider in the context of
19 the overall physics of how you keep hones heated when the
20 wnd gusts? Do you have anything you would add to

21 Comm ssioner Clark's question about the difference between
22 those wi nd speeds that are used by the experts?

23 A Well, fromwhat | understand from engi neering
24 school of heat transfer, convection is not a |linear

25 phenonenon. So you're not going to expect the sane anount
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1 of heat |oss at 30 degrees as you woul d at negative SEag?nSS
2 fact, the way the equation |ooks, you have a heating

3 coefficient and then you have the difference of

4 tenperature. So if you were trying to keep your home at 70
5 degrees and in all of your data is correlated to 30 degrees
6 or on average 30 degrees, and then you're extrapol ating out
7 to negative 5, the ratio is the difference of those

8 tenperatures. So 70 mnus 5 divided by 70 m nus 30, you're
9 alnost off by a factor of 2.

10 Q \WWhat does that mean for purposes of when we

11 tal k about w nd speeds, for exanple?

12 MR SNARR: Excuse ne. | would like to

13 interpose an objection here. W would [ike the witness to
14  Dbe available for cross exam nation to state whatever is

15 necessary, but at this point we're getting an el aboration
16 that is going beyond his filed testinony as part of his own
17  summary. So | woul d object.

18 CHAI RVAN LEVAR:  Woul d you like to respond to
19 the objection, M. Sabin?

20 MR. SABIN. Well, | guess I"'mresponding to the
21 fact that we have questions com ng up and w tnesses that

22 aren't necessarily -- there are witnesses here that have

23 the know edge to answer those questions. |'mjust trying
24 to be responsive. If you don't want ne to do that | wll
25 nove on and we can cover other topics.

Litigation Services | 800-330-1112
www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG  DOCKET NO. 17-057-20 - 06/12/2018

© o0 ~N o o B~ O w NP

N D RN N NN PR R R R R R R R R
g A W N P O © 0O N O O N~ w N kB O

Page 86
CHAI RVAN LEVAR:  Thank you. |n another hearing

recently we've litigated an i ssue somewhat heavily on terns
of witnesses going beyond their filed testimony. So with
that, considering he is presenting his testinony prior to
cross examnation -- do you want to interject, Conm ssioner
dark?
COW SSI ONER CLARK:  Chai rman LeVar, | woul d

just say that I'minterested in the information. | would
ask the question, but maybe it's better that he present it

now so others can cross examon it in the course of the

proceedings. | apologize if |I've conplicated this.
MR SABIN. I'mwlling to do it however you
want. | just don't want to | eave today w thout you having

your questions answered. That's ny point.

CHAI RVAN LEVAR:  And in bal ancing both the
i ssues that we litigated somewhat contentiously recently,
but also the fact that you don't know what questions
conm ssioners mght ask and there are some efficiencies to
getting those dealt with in the direct and cross
exam nation. So considering this is an issue that's been
rai sed by Commssioner Clark | think we will allowa little
more exploration of it at this point.

MR SABIN. And I'Il just note the rest of the
questions | have were all brought up in surrebuttal, but we

didn't have an opportunity for himto respond to. So I'm
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trying to put it out there so he can be questioned. Sorry,

| don't remenber where we were when there was an objection

MR. SNARR. That's exactly the notion of |ive
surrebuttal which we don't usually condone here.

M5. SCHMD: And | will echo M. Snarr's
coments and concerns.

CHAI RVAN LEVAR:  Let me ask the question.

Wul d you rather save the questions for conm ssioner
questions once cross examnation is finished? |Is that your
pref erence?

MR. SNARR | think that's nore consistent with
regul ar and | ogi cal practice.

M5. SCHMD: And | agree.

CHAI RVAN LEVAR:  Ckay. Well, if that's both of
your positions | think that's appropriate to go forward
that way and save the issues for cross exam nation or
conmm ssioner questions if they're outside of your filed
t esti nony.

MR SABIN. | would ask one bit of
clarification to the extent there were issues raised that
this witness has not had an opportunity to answer, when
woul d that be an appropriate tine to deal with those? For
exanple, if one of their witnesses in his surrebuttal said
that M. Platt said the followng thing, but we dispute

that he said that and he wants an opportunity to do that.
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1  Wen would you like me to do that? [|'m happy to do ifa%SMPS
2 | just don't want to -- | would rather not do rebutta

3 testinony at the end of this. | would rather it be done if
4 we can.

5 CHAI RVAN LEVAR:  Right. Sonetinmes our

6 scheduling order allows live testinmony to respond to the

7 final round of surrebuttal. |In this instance our schedul er
8 did not allow for that. So in the absence of that, we've
9 dealt with objections on a case by case basis, but

10 generally there is always going to be one side of the case
11 who filed the last round of testinony, but that doesn't

12 mean we open the door at the hearing to another round in
13 the absence of the issues being devel oped in cross

14  exam nation or conm ssioner questions. | think that's our
15 typical process and considering the objections that have
16 been raised | think that's the appropriate way to go in the
17 light of the objections.

18 MR SABIN. That's fine. | was not aware that
19 we needed to specifically say it in the scheduling order
20 | think fromnow on we'll nmake sure that we work that in.
21 Wth that | will turn M. Platt over to cross exam nation.
22 CHAI RVAN LEVAR:  |'mnot sure we've had his
23 testinony entered into evidence. At least if we did |
24  don't renmenber.
25 MR SABIN. Thank you for bringing that up. |
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woul d nove to admt DEU Exhibits 2.0 through 2.5 and Eég?R89
into the record.

CHAI RVAN LEVAR: If there are any objections to
that notion please indicate to me. |'mnot seeing any
objection, so the nmotion is granted.

MR. SABIN. Thank you.

CHAI RVAN LEVAR:  Ms. Schm d, do you have
questions for M. Platt?

M5. SCHM D:  Just a couple.

CROSS EXAM NATI ON

BY MS. SCHM D

Q |'mgoing to present ny questions in the form
of a hypothetical. |'masking you to take those facts as
given and then give me a response if you can on what DEU
would do if this were the situation. Assum ng that DEU has
the opportunity to add a new transportation custoner, but
extensive systemre-enforcenment woul d be required to neet
the 125 psig at the new customer meter under design day or
peak hour condition. So take that as a given in ny
hypothetical. Then with that would DEU be willing to
consi der connecting the new transportati on customer with
the nutual understanding that the mninum pressure at the
meter for that custonmer would be something |ess, for
exanpl e 100 psig, so as not to require the system

re- enf or cenent ?
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1 A That is not consistent with our current rage o
2 practice, no.

3 Q I's it something that DEU woul d consi der as an
4 option in the future?

5 A | think that -- so hypothetically speaking

6 under this scenario, if a transportation custoner drew the
7 systemdown bel ow operational mnimunms |ikely there are

8 ot her customers, other regulator stations, other |ocations
9 that would be affected. So | don't think this is a good
10  hypothetical because inherently you would be affecting

11 ot her custonmers. And no, we would not allow a new

12 transportation custoner to affect our current customer

13  base.

14 Q Wuld it change your answer if the

15 transportation custoner were at the end of the line? For
16 exanple, lines went through everyone else, to all the other
17  busi nesses, houses, and there were mles and mles of

18 desert and then there was an industrial customer. Wuld
19 Dom nion considering allow ng that customer to connect if
20 the custoner agreed to accept a | ower pressure?
21 A | think the answer is there are a nunber of
22 levels of the Conpany that this woul d have to be approved
23 by. Now as far as analysis goes and whether or not we
24  would look at it, we would look at it. But | don't think
25 it's realistic to assume that we would | et a high pressure
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customer come on to our systemat |ess than operational

pressures. It's just not standard.
Q Thank you

M5. SCHM D: Those are all ny questions.

CHAI RVAN LEVAR:  Thank you. M. Snarr, any
cross exam nation?

MR. SNARR: W have no cross exam nation.

CHAI RMAN LEVAR:  Thank you. Any redirect?

MR SABIN. | don't think I"'mwthin the scope
of that, so go ahead.

CHAI RVAN LEVAR:  Conmi ssi oner O ark

COW SSI ONER CLARK: All right. Let's go back
townd. | wasn't sure | was follow ng your testinony
about 30 degree tenperature, but | think the conclusion I
was draw ng fromwhat you were saying is that the
rel ationship between the wind speed and its effect in a
m nus 5 degree environnent is that it's not linear, that a
hi gher speed will have an increasing effect or wll
I ncrease the anount of decathermthat you'll need to
achieve a tenperature in a nonlinear way. |s that what you
wer e sayi ng?

THE WTNESS: Basically what | was saying, if
you think about today, the wind isn't causing you to use
any gas at your honme to heat it. W can have 100 mle an

hour wi nd, the anount of gas you're using doesn't change at
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all. And if it were 60 degree you woul d expect j ust

intuitively that you' re not going to use the same anount
more of gas as you would if it was negative 5. |It's
obvi ous. Everybody knows that. It's not |inear.

COW SSI ONER CLARK:  Sure. Regarding your
practices as an engineer and nmeeting safety requirenents,
if you were designing a bridge, for exanple, and you wanted
-- | think this is an exanple you used -- and you wanted it
to be safe for the anticipated passenger |oads or even
greater than anticipated to some degree. How would you
determ ne what the zone of reasonabl eness is for the
strength that you would put into that structure? 1Is there
cal culus involved, is there in your engineering literature
and text books, formulas that are standard that you woul d
apply to determne that?

THE WTNESS: Yes, you would apply all the
given standards. But | will say that bridge designis a
| ot nore constrained by law. You look at all these design
of critical structures and the laws are extensive. It
takes a long time to put yourself in a position to be a
desi gner of those things. But it doesn't nean in ny
opi nion that our systemis any different. W should be
able to cal cul ate how much we're going to use and be sure
that we're never going to exceed that because we can't

afford a failure. W can't afford to | ose custoners.
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1 | realize there is some discussion about

2 insurance, but in ny opinion this is not an insurance

3 question. If | undersize a pipe because |I'm not designing
4 to the right design data, that's a flaw in nmy design.

5 That's a flaw in the approach. So having a higher w nd

6 speed in ny opinion -- | don't argue with the academ cs or
7 the theoretical perspective that you can be closer to the
8 center line of regression, but that's not what we're

9 talking about. We're talking about serving our custoners
10 in the col dest possible tenperatures. In my opinion if we
11 fail that's just not acceptable.

12 COW SSI ONER CLARK:  Your objective then woul d
13 be to have neasures in place, contracts in place,

14 arrangenents in place, and a physical plant in place so

15 that failure would be inpossible?

16 THE WTNESS: |Inpossible is a stretch.

17 accept that there are conditions that will fall outside

18 your design criteria or your range of reasonabl eness. |
19 accept that anything is possible. W could have a third
20 party danmage on a very cold day. It's not likely, but it
21 could happen. | don't think it's reasonable to design for
22 that. But within the theoretical design peak day that
23 M. Landward cones up with, | find it to be very
24 reasonable. | don't think that we're making it inpossible
25 to sale. | think that we're in a range of reasonabl eness
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that protects our custoners. And | think that's good

practice.

COW SSI ONER CLARK:  Thank you. Those are al
ny questions.

CHAI RVAN LEVAR:  Thank you. Conm ssi oner
Wiite, do you have any questions?

COMW SSI ONER WHI TE:  You may or may not be the
right one to answer this, but | just want to follow up on
some questions that Chairman LeVar had earlier about the
flexibility interms of if there is an event and you have
to cut gas. In your position what is your opinion or
under st andi ng of the use of triage, if you have certain
custoners, say a hospital versus a business, et cetera, is
that sonmething within the control of the Conpany to do
under those circunstances?

THE WTNESS: |'mactually -- |'ve | ooked at
this. Triaging custonmers, first of all, | don't ever want
to have to choose which customers we shut off beyond
interruptibles. Interruptibles pay a reduced rate and
interrupting them| feel like is an appropriate right and
personal ly think that's why they get the discount. Once we
get into our firmcustomers and we start tal king about
I solating sections of the systemor isolating certain
custonmers, | don't know where to draw the |ine.

If we want to tal k about physically can it be
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done. W have isolation boundaries and it's possible to

start shutting valves in isolated areas. But what | would
say about that is if you | ook at our isolation boundaries,

t hese varying nunbers of customers fromvery little up to
about 10,000 | believe, subject to check. But if you

I sol ate any of these areas, 10,000 custoners, 10,000
residentials which woul d be severely inpacted by that,
doesn't nmake up that nmuch gas on a design peak day. You're
t aki ng about nmaybe a thirtieth of what we would need to
just cover peak hour. So is 10,000 custonmers a sacrifice
that you're wlling to make? | don't think so.

But practically speaking could you go shut
t hese val ves and coul d you shut enough valves. Well, we're
tal ki ng hundreds of valves would be shut in order to
isolate these areas. So how much lead time do we have to
make that decision and start enacting that and how many
peopl e do we have on hand. These are questions -- | don't
personally think it's practical.

Now from a high pressure standpoint, could you
shut one or two high pressure valves and get the sane
effect. It's possible. But a large high pressure valve,
assum ng that we have people at that location still takes
an hour to shut. Wthout renote control or autonated
shut-of f val ves, which we have very few right now, it's not

really practical
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1 COW SSI ONER WHI TE:  Let ne ask you a question

2 about your relationship of what M. Landward does and

3 ultimately how that flows into what you do. | guess ny

4 question is |I'mjust wondering about the sensitivity of

5 planning to those estimtes and M. Landward. For exanple,

6 if the estimates were 150 percent of the current estimates,

7 what would that nmean in ternms of the actual decathermt hat

8 you woul d need?

9 THE WTNESS: Just for the record, it's not 150
10 percent. It's not even close to 150 percent. But we -- |
11 guess | have to explain, and stop me if you don't want this
12  explanation. Fromour processing in engineering system
13  planning what we do is we take nonthly neter reads from
14  every customer and we build the systemfromthe bottom up
15 We take all the necessary variables to verify
16 that we are accurately predicting what pressures and fl ows
17 wll be in the system anywhere in the system anywhere we
18 have data in the system And | think 2018 we had |ike 190
19 verification points in our |IHP nodel, and another 100 in
20 our high pressure nodel. W're fairly accurate.

21 M. Landward's design peak day we used to gross up the

22 nodel. So all of the accuracy that we have, we're

23 increasing the demand.

24 So the question is how much woul d that affect

25 our demand. Well, it is the denmand. How nuch woul d that
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affect the outcone, which outcone? We're talking about

17,000 mles of pipe and pressures for a mllion customners.
It could affect sone outcones. But generally our nodels
are close enough, we're in a range where if his nodel is a
little high and we have to nake an inprovenent a year

early, we make it next year anyway. |It's not that

significant.

COW SSI ONER WHI TE:  Then the final question
Is there anything -- | hate to always go back to the
electric load. |Is there sonething simlar in the gas world

that is sone type of standardized, reliability standards,
or best practices for design? There was a |ine of question
between you and Conm ssioner C ark about the acceptability
and the lack of acceptability of even | oss of one custoner.
I's there anything that we can ook to that is simlar to
that, some type of national industry standard?

THE WTNESS: From ny experience every conpany
is utilizing these nodels in a simlar way, but | don't
think there is any formal industry standard that's been
establ i shed.

COW SSIONER WHI TE: That's all the questions
have. Thank you

CHAI RVAN LEVAR:  Thank you. Recognizing you're
an engi neer and |I'man accountant, | think sonme of your

di scussion raised an issue that | want to ask you about
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based on sone of your earlier answers. W've talked a | ot

about risk assessnment involves probability, it also

i nvol ves consequences. To what extent when you do your
engi neer evaluation does it also involve bal ancing costs?
For exanple, if you can bring a risk to what you view as a
conservative level to what others mght view as an
excessive level, if you can reduce that risk for $100, 000
versus hypothetically $2.5 nillion versus $200 nmillion?
How do you account for that in your engineering role?

THE WTNESS: In engineering we're always
| ooki ng at costs and we're always | ooking for the | owest
cost option, or the option that mtigates the risk
sufficiently at a cost that's acceptable.

M5. SCHM D: Pardon ne. W do have a w tness
appearing by phone. It was just brought to my attention
that your mic mght not be on, which would nmake it
difficult for our witness on the phone to hear.

THE WTNESS: It looks like it's on

CHAIRMAN LEVAR: | think it's the binder. |If
you woul d nove the binder and nove the mc closer to your
face that m ght help. Thank you for pointing that out.

THE WTNESS: In engineering we're always
| ooking at costs and reducing or elimnating risks at the
| owest cost, or as close to the | owest cost as we can.

That's not sonething that's |lost in engineering. But |
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think that you have an acceptable range of conditions that

you're trying to design for. Three percent breaks in the
system is that acceptable? | don't think so. Is that
where you're going wth this?

CHAl RMAN LEVAR: Let nme ask it a different way.
Wul d you agree that you m ght nodel nore conservatively
for a2 or 3 mllion dollar solutionif the 2 or 3 mllion
dol lar solution can elimnate a certain |evel of risk, you
mght be willing to do that where you m ght not be willing
to spend $200 nmillion to elim nate the same risk?

THE WTNESS: G ven that conparison, and |
think M. Schwarzenbach is going to talk about this
particul ar situation where we had a nunber of options, sone
were nmuch nore expensive than others. Cbviously we're not
going to spend 10 or 100 fold to solve one problemthat you
can solve relatively inexpensively. That's standard
engi neering practice.

CHAI RVAN LEVAR:  Thank you. That's as far as |
wanted to go with that question. Thank you for your
testinony. M. Sabin and Ms. O ark?

MR SABIN. | think we're ready for our next
W t ness.

MR SNARR In an effort to conplete the record
on some the questions that were asked by the conm ssioners

| would like to perhaps use this witness or even nmake a
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proffer of something that woul d be useful for your

consi derati on.

CHAI RVAN LEVAR:  Are you asking to ask further
Cross exam nation?

MR. SNARR: Yes, based on the questions that
the Comm ssion asked him

MR SABIN. | would just object. | think we've
been told that we're not allowed to go into these things.
He had his round of questions on what | was able to present
in direct. There is no difference between nme not being
allowed to do surrebuttal and himbeing able to do recross
of sonething that | never got to get out there. | suppose
I f the conm ssioners feel like there is sonmething they want
to know about, great, that's what we're here for. But |
feel like we're putting in a double standard here.

CHAI RVAN LEVAR: 1'11l let you respond to that,
but before you do | think | agree with M. Sabin
consi dering that we gave the option of doing some of this
prior cross exam nation and the choice was nmade not to do
that. So it concerns nme a little bit to nake that choice a
few m nutes ago and then reopen it at this point. Again,
these aren't -- we don't have all these procedural issues
in stone and in our rules, but considering the ruling we
made a few mnutes ago | do see a fairness problemwth

reopening it at this point.
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MR. SNARR: May | just proffer sonething for

your consideration as the questions have evol ved here?
["Il submt it after the fact if you want.

MR. SABIN. That's the point. | feel Iike okay
if we're going to continue offering additional evidence
because we want to nmake our point, then everybody shoul d be
able to do that. Fundanentally, | have no problemwth
this being a conplete open book. But because we're not
able to do that here, he's putting something forward that |
can't do anything wth.

CHAI RMAN LEVAR: | appreciate that concern. |
think the way to handle this is if you have sonething that
you want to proffer through one of your witnesses in their
testinony or if there is a desire for closing statenents,
we can consider that. But | think with the rulings we've
made so far | think we do have a fairness problemto reopen
Issues related to this witness' testinony at this point.

MR. SNARR:  Fair enough.

CHAI RVAN LEVAR: | overrule the objection of
the Uility. Thank you, M. Platt.

THE WTNESS: Thank you.

MR SABIN. The Conpany calls M. WIIliam
Schwar zenbach. Ms. Cark is going to be handling that.

CHAI RMVAN LEVAR:  Good nor ni ng,

M. Schwarzenbach. Do you swear to tell the truth?
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2 CHAI RMAN LEVAR:  Thank you.

3 DI RECT EXAM NATI ON

4 BY M5. CLARK

5 Q Good nor ni ng.

6 A Good nor ni ng.

7 Q Can you pl ease state your name and your

8 business address for the record?

9 A My nane is WIIiamFrederick Schwarzenbach the
10 Third. M business address is 333 South State Street, Salt
11 Lake City, U ah.

12 Q M. Schwarzenbach, what position do you hold

13 with the Conpany?

14 A ' mthe manager of gas supply.

15 Q Can you describe for the Comm ssion briefly

16  your educational and your professional experience?

17 A Yes. | have a Bachelor's degree in Cvil

18 Engineering fromVirginia Tech and an MBA from George Mason

19 University. | ama licensed professional engineer in the

20 State of Uah. | have been working for Dom nion Energy for

21 over 13 years, seven years in the engineering and system

22 planning, and nore than six years now in gas supply. Prior

23 to this | worked for Washington Gas for six years doing

24  primarily system planni ng and engi neeri ng.

25 Q I'n your current role with Dom nion Energy is
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2 responsibility?

3 A Yes, it is.

4 Q And if the Conm ssion has questions about cost
5 and contracting, would you be a wtness that could answer
6 those questions?

7 A Yes, | woul d be.

8 Q M. Schwarzenbach, did you prefile direct

9 testinmony in this docket |abeled DEU Exhibit 3.07?

10 A Yes, | did.

11 Q Did that have attached DEU Exhibits 3.1, 3.2,
12 3.3, 3.4, 3.5, 3.6, 3.7, 3.8, and 3.9?

13 A Yes, it did. And | believe there was a 3.10.
14 Q Excellent. Did you also prefile rebuttal

15 testinony in this matter identified as DEU Exhibit 3.0-R?
16 A Yes.

17 Q Wul d you adopt the contents of all those

18 docunents as your testinony today?

19 A Yes.
20 MS. CLARK: The Conpany woul d nove for the
21 admission of the identified exhibits.
22 CHAI RMAN LEVAR:  Thank you. |f any party
23 objects to that notion please indicate to ne. [|'m not
24  seeing any objection, so the nmotion is granted.
25 MS. CLARK: Thank you.
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1 Q M. Schwarzenbach, have you prepared a sﬁﬁ%§r§04
2 of your testinony to be presented here today?

3 A Yes, | have.

4 Q Pl ease do so.

5 A The purpose of ny testinony has been to explain
6 the need for firm peaking services to serve Dom nion Energy
7 Uah's systemand to discuss the evaluation of alternative
8 options that were considered to nmeet the identified peak

9  hour denand.

10 Dom ni on Energy Utah custoners do not use gas
11  evenly throughout the day. Demand requirenents are highest
12 during the peak hours in the norning. Unfortunately, gas
13  supply and transportation on interstate pipelines are

14 generally based on daily contracts.

15 Hi storically, these fluctuations in demand

16 during the day have been served with not-ratable supplies
17 fromthe upstream pi pelines on an operational or non-firm
18  basis.

19 As shown in Exhibit 3.10 of ny testinony,

20  Dom ni on Energy U ah has been exceeding the RDC on the

21 upstream pi pelines on a nunber of occasions each year over
22 the past several years.

23 The RDC is the anmount of capacity reserved on
24  the upstream pi pelines each day through nom nations. This
25 is based on scheduled quantities for the day. Since the
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maxi mum t hat can be schedul ed on a pipeline each day is

equal to the contract limt, the contract limt is the
maxi mum RDC for each shi pper.

| f Dom nion Energy Utah does not nom nate its
full contract anount on any given day, then other shippers
may reserve the remaining capacity for that day using
interruptible contracts or flexed nom nations.

Per the upstreampipeline's tariff, any
delivery vol unes that exceed the RDC are being delivered on
an operationally available basis. In other words, these
deliveries are interruptible.

Three intraday nom nation changes are avail abl e
during the day, but these are only useful if there is
avai |l abl e capacity and the gas supply is available and able
to be adjusted to match the change. This is generally
limted to storage withdrawal/injection adjustnments or
addi tional intraday purchases.

No- noti ce transportation services can al so be
used to adjust nom nations, but do not reserve additional
capacity for the shippers used, and do not allow for
adj ustnments to exceed the RDC

For exanple, assune an upstream pipeline has a
capacity of 900,000 decat herm and Domi ni on Energy Ut ah has
a contract limt of 800,000 decatherm This serves as the

upper limt of nomnations. Also assume Dom nion Energy
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Ut ah has 200, 000 decat herm of no-notice transportation

service. Domnion Energy UWah can nominate up to the

800, 000 decatherm upper limt. [|f Dom nion Energy Utah

nom nates at the upper limt of 800,000 decatherm
no-notice transportation cannot adjust the nom nation above
this limt. Peak hour services however do provide for

i ncreases above this upper limt. [|f Domnion Energy U ah
has only nom nated 600, 000 decathermthis becomes the
ceiling for the day, the RDC. No-notice transportation
service can be used to adjust the nom nation above this
ceiling if other shippers have not nom nated the remaining
300, 000 decathermthat was |left available on the day. |If
ot her shi ppers have nom nated 200, 000 decatherm then
no-notice transportation could adjust the nom nation up by
only 100,000 decatherm No-notice transportati on does not
reserve the capacity and would only be able to adjust based
on the availability capacity.

So to say that in sinmpler terms. |f you have a
contract limt here of 800,000 decatherm you can nomi nate
each day up to that 800,000 decathermlimt. If you only
nom nated 700, 000 decatherm that's your RDC for the day.
That | eaves an additional -- if the pipeline could use
900, 000 decatherm that |eaves an additional 200,000
decat herm that anyone el se can nom nate on and reserve that

capacity for the day. |f you nomnated 700,000 and someone
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el se has nom nated the remai ni ng 200, 000, your no-notice

isn't going to be able to adjust up because that entire
pi peline capacity has been reserved. |f they haven't

nom nated on that additional anount, your no-notice could
adj ust up to the 800,000 decathermcontract Iimt and
that's it.

Both Kern River Gas and Dom ni on Energy Questar
Pi pel i ne have told Dom nion Energy Utah that deliveries
above the RDC are becom ng a concern and have threatened
actions.

The FERC has al so been actively working on this
issue. In their order 809, the FERC stated, except for
speci al services, pipeline services are generally based on
the assunption of uniformhourly flows over the gas day.
During much of the year, nobst interstate pipelines can
accommodat e significant variations in hourly flow rates.
However, during high denmand periods when pipeline
capabilities are being fully utilized to provide firm
transportation services, a pipeline nay announce a critical
notice period, where shippers are expected to stay in
bal ance. Sonme pipelines offer enhanced services that
permt subscribing shippers nore variable hourly flow
rates.

Dom ni on Energy Uah and other simlar LDCs in

our area have signed up for these enhanced services on
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upstream pi pel i nes.

Prior to signing up for firm peaking services,
Dom ni on Energy Utah considered a nunber of options to
ensure deliveries for increased volunmes during the peak
hours of the design peak day will be delivered on a firm
basis. Dom nion Energy U ah considered the follow ng
sol utions, separately or in conbination: Demand response
prograns; contracting for additional firmupstream
transportation capacity and supply purchases; contracting
for additional firmupstreamtransportation capacity and
addi tional off-system storage; backhaul on interruptible
upstreamtransportation capacity and supply purchases;
upstream hourly firm peaki ng services; on-system storage;
and contracting for storage and extending pipelines to
elimnate the need for upstreamtransportations.

These options were di scussed and vetted in
Exhibit 3.7 of ny testinony.

Domi ni on Energy Utah determned that firm
peaki ng services are the nost cost effective and reliable
sol ution going forward.

The firm peaking service on Kern R ver allows
Dom ni on Energy Utah to pack their pipe with additional
supply prior to the peak hours, and then draft that
addi tional supply during the peak hours.

The firm peaking service on Dom nion Energy

Litigation Services | 800-330-1112
www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG  DOCKET NO. 17-057-20 - 06/12/2018

© o0 ~N o o B~ O w NP

N D RN N NN PR R R R R R R R R
g A W N P O © 0O N O O N~ w N kB O

] . . ] ] Page 109
Questar Pipeline is nore conplicated. Contracting for the

service will allow Dom nion Energy Questar Pipeline to
reserve additional capacity on Overtrust Piplines that can
be used to reroute gas on their systemto increase |ine
pack. The service also allow Dom nion Energy Questar
Pipeline to utilize additional withdrawals fromthe
aquifers to increase line pack on their system This
addi tional line pack capacity wll be reserved for Dom ni on
Energy Utah as part of the firm peaking service.

These firm peaking services both allow the
Company to receive additional supplies during peak hours.

No- noti ce transportation does not provide
addi tional supply during peak hours. |Instead no-notice
services are a nechanismto adjust nom nations on the
upstream pi pel i ne, when available, to allow for additiona
supply to be transported. The supply to be used with
no-notice transportation nust come from storage and al so be
avail able. During a peak day, all storage withdrawals are
planned to be at their contractual maximumfor all hours of
the day and will be available to support additiona
deliveries through no-notice transportation adjustnents.

The firm peaking services contracted with Kern
Ri ver Gas Transportation and Dom ni on Energy Questar
Pipeline are the nost reliable and cost effective solutions

based on Dom nion Energy Utah's evaluation. Therefore, the
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Conpany's decision to enter into these contracts was just,

reasonabl e, prudent, and in the public interest.

Q M. Schwarzenbach, | only have two nore
questions. Before | ask this question, | want to caution
you that if thereis a way to answer it wthout divulging
confidential information | would like you to do so. If you

feel you can't answer it without doing so, let ne know and

we' || have sone di al ogue about how to protect it. Okay?
A Ckay.
Q You testified just now that you had eval uated

all of the options at the tinme this decision was nade to

det erm ne what you believed to be the best option; is that

correct?
A Yes.
Q And did you al so eval uate options or an option

avai |l abl e from Magnum Ener gy?

A W did evaluate an option fromthem It was
the option that was presented at the tine. W have since
gotten other proposals. The option at the time was for a
traditional storage service wth an off-systemdelivery
point and at a high rate.

Q One nore question. | apologize it's a cleanup
question. | want to make sure we have a clear record and
we've admtted all of M. Schwarzenbach's exhibits. So

w |l ask you this, you testified earlier that you had
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prepared Exhibit 3.0-R and 3.10-R. D d you al so prepare

Exhibit 3.11-R and 3.12-R?
A Yes.
M5. CLARK: W would nove to have those
admtted as well.
CHAI RVAN LEVAR: | f anyone objects to those, to
that nmotion, please indicate. | don't see any objection
so the notion is granted.

M5. CLARK: M. Schwarzenbach is avail able for

questi ons.
CHAl RMAN LEVAR:  Thank you. Ms. Schm d
MS. SCHM D: Thank you.
CROSS EXAM NATI ON
BY M5. SCHM D
Q | have very limted questions. |In your direct

testi nmony beginning about |ine 218 you start discussing
options to peak hour contracts. Then if we flip the pages
to lines 284 to 287 you say sonmething |ike demand response
prograns nay be a way to reduce the peak hour requirenments
in the future. The Conpany will need to evaluate their
ef fectiveness before considering their value in addressing
peak hour demand. Do you see that?

A Yes.

Q Wuld DEU be willing to commt to initiate a

conpr ehensi ve study on demand response progranms currently
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1 in effect at other utilities to reduce design day and/or
2 peak hour requirenments?
3 A I'mnot sure | have the ability to conmt to do
4 anything. | would be happy to participate in that. |
5 think it is sonething that is of value to | ook at the
6 demand response progranms. W have | ooked and eval uat ed
7 existing demand response prograns and have not found
8 anything that we feel would be reliable enough to serve
9 this need at this point. W would be happy to continue to
10 look at it going forward.
11 Q Thank you
12 MS. SCHM D: Those are ny only questions.
13 CHAI RMAN LEVAR:  Thank you. M. Snarr.
14 MR. SNARR  Yes.
15 CROSS EXAM NATI ON
16 BY MR SNARR
17 Q Good morning. How are you?
18 A Good.
19 Q | would like to direct your attention to your
20 rebuttal testinony in May of 2018. If you would, could you
21 please turn to page 4?
22 MS. SCHM D: Pardon ne, M. Snarr. Again,
23  because we have a witness on the phone if you could becone
24 very famliar with your m crophone.
25 MR SNARR: |'Ill do that.
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1 Q Commencing at |ine 65 you address questigﬁge e

2 that the Division raised concerning no-notice

3 transportation service; is that correct?

4 A Yes.

5 Q When did the distribution conpany first secure

6 no-notice transportation service fromthe pipeline?

7 A Subj ect to check, | believe it was back in late

8 80's or early 90's.

9 Q Wul d you accept 1993, with a mi nor anendnent

10 as to size in 19947

11 A. Yes, | woul d.

12 Q The Conpany pays an additional rate or fee for

13  such service; isn't that correct?

14 A Yes.

15 Q As far as you know are the basic terns of the

16 no-notice service still in place that were executed back in

17 19937

18 A Yes.

19 Q Isn't it true that since the initial no-notice

20 service agreenment was executed there have been significant

21 changes in the daily and intraday pipeline nom nating

22 processes that are required by FERC for the basic firm

23 transportation service?

24 A. Yes, | would agree with that.

25 Q Isn't it true that the Conpany's utilization of
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opportunities to update nomnations of its firm

transportation service throughout the gas day could of fset
some of the use of the no-notice transportation service?

A It is possible.

Q Have there been any changes in how t he Conmpany
is utilizing this no-notice service agreenent since it has
executed the two new peaking service contracts?

A No, the no-notice service is conpletely
separate fromthe peaking contracts. So it is still being
utilized as it originally was.

Q Let ne direct you to page 13 of your direct
testinmony. This question primarily deals w th denmand
response and options the Conpany has | believe to try to
deal with a peak day situation as it interfaces with

custoners that have a lesser priority service; is that

correct?

A Can you repeat the question? | was flipping to
t he page.

Q | think this question is primarily directed at

t he demand response and how the Conpany m ght use its

options to cut sone custoners to neet a peak day need; is

that right?
A Yes.
Q W' ve al so had di scussion here today about

custoners being cut, not because they're taking a |esser
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service but because we've had sonme sort of an energency or

a significantly cold day. Do you recall that testinony?

A | do.

Q Are there provisions in the Conpany's tariff
that govern how those customers mght be cut in an
energency situation?

A We do have procedures for enmergency shutof f
wth customers. W go in order of type. So we would cut
off large industrial users before we do others. That is
assumng that it's not an isolated geographically type
situation. In an enmergency situation in which we just
don't have enough gas supply for custoners, we may not have
the option to go and sel ectively choose | arge conmerci al
custoners to turn off. Those pressures in the system m ght
dictate that. W have to turn off geographic areas. That
gets into nore of M. Platt's expertise as to how t he node
determ nes which areas are going to need to be shut off
first. |If we're just |ooking ahead of time determning
whi ch customers woul d be curtailed, we could do that ahead
of tinme. But sometimes if the pressure is the issue it
could be determned by the system not necessarily by us
pi cki ng and choosi ng whi ch custoners.

Q Wul d you accept, subject to check, that
Section 7.03 governing this enmergency service restriction

m ght apply only to the area that would be effected by an
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out age?

A Shoul d be, yes.

Q And that there is a priority of who you would
cut, including residential service |last, and isolated by an
area that mght get effected; is that right?

A Yes. |f the opportunity was available to do
that on an custonmer by customer basis, yes.

Q And in restoring the service you would bring
the hospital and simlar customers back on just before
residential, et cetera; is that right?

A Yes.

Q Thank you. | have just a few nore questions.
Isn't it true that M. Merzwa's peak day demand results in
a reasonabl e | ower nunber than the Conpany's conservative
approach?

A Yes, | do believe the two nunbers were in a
cl ose range when you | ooked at the peak hour demand need.
| think they were within 27,000 decat herm

Q If this Conm ssion were to determ ne that
M. Merzwa's reasonabl e approach and his nunbers were in
fact what we ought to be using for the peak day nodel,
could that affect your contracting practices in sone slight
way ?

A Actually they could. You would try and

contract for |ess peak hour services if you were to reduce
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t he peak hour demand. However, if you | ook at our pea

hour contracts, the Kern River contract is at a negoti ated
rate. So inplying that a slight reduction in volunme on
that contract would result in an equal reduction in cost is
not necessarily true because it is a negotiated rate. So
we woul d have to renegotiate a | ower vol une, which could be
at a higher rate. The Dom nion Energy Questar Pipeline
contracts, those contracts are -- the prinmary cost
associated with those contracts are for the Overthrust
capacity that they have to go and reserve. So assum ng
that they would or would not have to alter that contract
with the Overthrust Pipeline, that nay not result in any
reduction of cost. Wile the contacting practices my
change, and you may contract for a slightly | ower nunber,
the costs of those contracts woul d not necessarily change
dramatical ly anyway. They may have a slight reduction.

Q But there is no reason currently for you to be
| ooking for additional contracts to try to satisfy a
possible need that's in the higher than reasonable or
hi gher than conservative approach that we're tal king about

In the range of reasonabl eness; is that right?

A | think the -- | believe that both estimates
are within the range of reasonabl eness. | would think that
you woul d want to have a reasonable |evel of contracts. In

fact, if you go back to your anal ogy and your question from
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earlier about insurance. |f you hadn't used your insurance

and your prem um goes up, woul d you consi der keeping that

i nsurance. | believe what you would do is you woul d
conpare it to other conpanies insurance and see the cost of
that insurance. Well, if you conpare our supplier nongas
cost overall with other simlar conpanies, we are at the

| ower end of rates. So to say that we are at an
unreasonabl e | evel of contracting to match an unreasonabl e
| evel of demand, | don't think that's accurate because

you' re obviously within a reasonable [ evel of contracting
costs when you conpare it to other simlar conpanies.

Q As you m ght understand representing the
residential and small commercial customers that the Ofice
does, we're in a world here in Salt Lake Gty where those
custoners that we represent have one option. W're here
before the Public Service Commi ssion to ensure that the
regul ated answer m ght be reasonabl e as opposed to allow ny
clients, ny contingents, to seek other options that don't
exist in their community for gas services; isn't that true?

A That is very true. M point was just that our
costs are reasonabl e and when you conpare themto other
conpanies it's easy to see that our costs for contracting
are reasonable. And to |ower those contracting costs by a
slight amount and increase the risk that those sane

custoners that you're |ooking out for woul d be subject to,
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1 | don't think is reasonable. | think the cost verszzg$i%i?
2 is the key thing you have to | ook at here. Increasing the
3 risk is not acceptable as we've pointed out a nunber of

4 times today.

5 MR. SNARR:  Thank you.

6 CHAI RVAN LEVAR:  |Is that all of your cross

7 exam nation?

8 MR. SNARR  Yes.

9 CHAI RMAN LEVAR:  Any redirect?

10 MS. CLARK: Yes, just briefly.

11 REDI RECT EXAM NATI ON

12 BY MS. CLARK

13 Q M. Schwarzenbach, M. Snarr was asking you
14  about the tariff and about the energency shutoff

15 procedures. | would like to followup on that if | may.
16 A Sur e.

17 Q Let me preface this by going back to your

18 experience. Prior to your time in the gas supply

19 departnment you were an engineer; is that correct?
20 A Yes.
21 Q And you have sonme famliarity with the system
22 nodeling and operations, do you not?
23 A Absol utel y.
24 Q Is it practical to believe, M. Schwarzenbach
25 that during a peak hour the Conpany could cut select
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custoners, or even select regions in a timely fashion, and

is it reasonable to expect that, for exanple,
transportation custoners woul d have vol unes that would be
hel pful in this situation?

A No, | don't think that's reasonable to expect.
As | said, the systemwoul d sonewhat dictate because of
timng. |It's all going to happen very quickly, especially
in terms of a peak hour where if our peak hour supply were
reduced to match our contract limt for a day, or the RDC
for the day, that would be an al nost inmrediate reduction in
mat chi ng our demand. Qur custoners, even the interruptible
custoners that are on an interruptible rate get two hours
to interrupt at this point and have trouble neeting that
two hour requirenment. To expect that |arge comerci al
custoners that are not interruptible and are not famliar
with an interruptible procedure are going to shutoff
quickly, I don't think that's a reasonabl e expectation. W
woul d probably in that situation have to get to the point
where we sent crews out to shut those customers off rather
than just making phone calls. W mght not even have a
proper contact nunber to call those custoners to say that
we need themto go off. So to expect anything |ike that
type of instantaneous reduction in demand fromthose |arge
commercial customers, | don't think that is reasonable to

expect on a short termtime period |ike that.
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1 Q My foll owup questions is in a simlar vz?%? e
2 given the time constraints that you' ve been descri bing,

3 would the Conpany know or be able to identify which

4  customers had high usage and whi ch custoners shoul d be

5 shutoff to aid in the system maintenance or maintaining the
6 systen? Would you know what they're burning?

7 A | woul d not know what individual customers are
8 burning on a particular day. W are aware of

9 transportation custonmers what they have nom nated, and we
10 can expect that their nom nations are somewhat close to

11  what they're burning. But we don't know exactly what a

12 custonmer woul d be burning.

13 M5. CLARK: | don't have anything further.

14  Thank you.

15 CHAI RVAN LEVAR:  Thank you. Any recross,

16  Ms. Schm d?

17 M5. SCHM D: Nothing further fromthe Division
18 for this wtness.

19 CHAI RVWN LEVAR:  Thank you. M. Snarr.

20 MR. SNARR: Nothing further.

21 CHAI RMAN LEVAR:  Conmi ssioner Wite, do you

22  have any questions for M. Schwarzenbach?

23 COW SSI ONER WHI TE:  Yes. Going back to your
24  sunmary and job history and what precipitated this new

25 contracting nmechanism You nentioned this concern that was
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brought up by the pipelines which was roughly around 2015.

I's there sonmething historically that changed significantly
that created this concern on the part of the pipelines that
was different than past?

THE WTNESS: Well, | think froman LDC
standpoint it's been a growi ng concern for the pipelines,
hour peak in particular has been growing. So that concern
fromthemis getting nore and nore. But it's really been
pushed t hroughout the industry by a |lot of the electric
generation facilities. As these electric generation
facilities have gotten nore to the point where they want to
turn on and off throughout the day and not flow their gas
evenly, it's really becone nore of an issue across the
board, which is why you' ve seen nore and nore of the
pi pelines submtting for these enhanced services, which is
why you see FERC Order 809.

The electric generation doesn't burn evenly.
The pipelines have to treat all of their custoners simlar.
So by not allow ng electric generators to burn unevenly,
they can't allow LDCs to do the same thing on their
pi pelines that the electric generators want to do and
they're telling them no.

So that's become nore of an issue in the
i ndustry. They have to treat all shippers simlarly. So

they've come to us and said we're basically not allowng it
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for these other shippers, we can't allowit for you

They' ve come to us and said your |load isn't even, you have
to even out your |oad or you have to do sonething about it
to keep it on a firmbasis, otherwise it's on an
Interruptible basis.

COW SSIONER WHI TE: | think what you are
describing, tell me if | mscharacterize, it seened |ike
you were describing alnost |ike head roomin a no-notice
transportation, sonme days are avail able, sone days are not
that you can float on?

THE W TNESS:  Yes.

COW SSI ONER WHI TE:  Typically how often is
that available? |Is that |like a very sporadic based on the
time of year? How often can you count on it?

THE WTNESS: | think it's conpletely feasible
based on the demand of the pipeline. On what woul d be our
peak day, | expect there would be nothing available on the
pi peline. That would be a day where basically all of their
custoners are using as much gas as they possibly can that
the pipeline capacity would be in high demand. | would
expect that on those particular days you're going to see
very little available for the use of no-notice.

COMWM SSI ONER WHI TE:  That's all the questions
have. Thank you

CHAI RMAN LEVAR:  Comm ssion d ark.
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COW SSI ONER CLARK:  Just a coupl e questions

about demand response and the degree which you tested that
concept with large industrial users, canneries or other
processes that use gas in large volunmes. In your

di scussion and your testinony | note the pessim sm about
custoners willingness to interrupt and the histories.

We've all lived through sone of that history | think. So I
understand that piece of the testinony. Wat |'mwondering
about is the degree at which you tested, what kinds of
financial incentives you need to provide so that it would
be worthwhile and we can have confidence that a particul ar
i ndustrial process would agree to cease operations at your
direction within an hour notice or something |like that?
Have any of those conversations taken place?

THE WTNESS: Yes, they have. W' ve done a
couple of things. One, we surveyed a number of our |argest
customers to ask themwhat type of interest. Mst of them
said they would not be interested in that type of service.
Sone of themdid come back and say it depends on what
you're wlling to -- what's in it for them what type of
cost isinit for them W've also |ooked at this has to
be reliable, so we would have to | ook at the cost of the
equi pnent in order to have an automatic shutoff type
situation. Then we |ooked at it and said the only way we

can rely on those custoners shutting off to inpact our
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supply for the day is if those customers have supply com ng

to our system |If you're a |arge custoner for sone reason
your process is shut down, everybody is on vacation that
day, and you have no gas nomnated, then telling themto
turn off is not going to help us in any way. W have no
control over how much gas a custonmer nom nates and has
schedul ed for themfor a day. So those are really the
three main issues we | ooked at with this proposal

And then when you start adding up costs. The
cost for the equi pment alone to have automatic shutoffs on
t he nunber of large custonmers it would take to match this
demand conpared to the cost of the firm peaking service
just didn't seemto nmatch up. Your firm peaking services
were a |lot |ess expensive then when you started cal cul ating
cost. Then you consider that you're going to have to add
in sone type of cost for how much we woul d pay themto be
on a service schedule to allowthemto do that. So that's
about as far as we went with that analysis.

COW SSI ONER CLARK: So it's your view that
that kind of arrangement would only be practical or would
only present a solution if you had the mechanical ability
to shut off and you were not just relying on the custoners'
commtment to do it and to accept the financial payment?

THE WTNESS: Yes. And that goes back a lot to

our historical practice. Even the interruptible custoners,
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I think as you know, we've had issues with themalso. To

except firmcustomers on a very short termtinefrane to be
able to turn around and do that, | have trouble. And then
you have to consider our side of things where we have to
notify all of those custoners. Even the timng to notify
them for a peak hour type situation, you have a really
short timeframe. You're going to be calling these
custonmers and saying we need you to turn off, but we need
you to turn off not two hours fromnow, we need you to turn
off now, or within 15 mnutes to turn off. That's a |ot
bigger ask in nmy mnd of custonmers that are interruptible
custoners that are expecting to be turned off as we give

t hem warni ng now, and calling them and saying you have to
turn off in two hours. | think calling a process directed
custoner and saying you have to turn off in 15 minutes,
don't care if you have sonmething in your furnace or you
have custoners that need to stay warmor whatever it may
be, we need you to turn off. | think those are two
different acts.

COW SSI ONER CLARK: In ternms of reacting to a
potential peak hour situation, that wouldn't be sonething
that you would pull a trigger on a day in advance based
upon a weat her forecast of mnus 5 for exanple, or
sonething like that? |Is that also how the Conpany thinks?

THE WTNESS: | think it woul d depend how often
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1 youreally wanted to do this to those custoners. |fP§gﬁ-%§7
2 going to have to do it and want to provide nore notice,

3 you're going to be a lot nore conservative in calling. So
4 assuming that the pipeline is not going to be able to

5 provide an interruptible basis the day before, that tells
6 ne that pretty much any time our hourly demands woul d

7 exceed our contractual limt or RDC for the day, if you're
8 going to do it ahead of time, you're going to have to cal
9 any tine that's going to exceeds that, which | think we

10 calculated was 70 tines over the past five years or

11  sonething around that.

12 COW SSI ONER CLARK:  Thank you. | appreciate
13 it.

14 CHAI RVAN LEVAR:  Thank you. | want to

15 followup on one issue that | believe M. Snarr asked you
16 about. Assuming current conditions where you have

17 no-notice transportation contracts and you al so have firm
18 peaking service contracts. Can you describe a situation
19 for nme where you would need to use the no-notice contracts
20 where you could not use the firm peaking service contract
21 to neet that same need?

22 THE WTNESS: That's kind of a conplicated

23 question because they're two very different services. The
24  no-notice contracts really is nore of an inbal ance

25 managenent tool. \Whereas, the firm peaking contract really
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provi des additional supply during the day. So the

no-notice at the end of the day makes an adjustment to your
nom nation and adjusts your storage w thdrawal accordingly.
If there is no additional storage w thdrawal avail able
you're not going to be able to make that adjustnent. |If
you use firm peaking services, those services should

bal ance out. The way they work is they will provide nore
supply during the peak hours, and then during the nonpeak
hours they provide less. So it should even itself out.
Does that mean you're not going to need your no-notice.
That's not necessarily true because overall on the day your
usage of gas could still be different. No-notice is really
an overall on the day type service. Were you' ve either
nom nated for the day too nuch or too little, no-notice
wi || adjust your storage to acconmodate that if it can. So
it's nore of an inbalance on the day tool, where the firm
peaking really provides you that hourly supply. Does that
clarify or make it nore confusing?

CHAI RMAN LEVAR: Let nme ask this. The firm
peaki ng service contracts are being used for nore reasons
than sinply responding to peak hour/peak day situations,
correct? Am| renmenber a previous docket correctly?

THE WTNESS: Yes and no. Let nme clarify that.
They' re designed for the peak hour of a design peak day.

So they're being contracted for based on the volunme that is
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needed to neet the peak hour needs on a design peak day.

They are being used on nondesi gn peak days, so cold days
during the winter, to nmeet the peak hour demands on that
day. Everyday has a peak hour demand. Even today had a
peak hour demand. There is still nore gas usage in the
morning, even in the summer than there is in the winter.
It's definitely a ot bigger swing in the winter than it is
now, but there is always a peak hour. W use that service
-- because it's available during those nmonths, we've used
it to meet the peak hour needs for nonpeak days. But the
volune that it is contracted for, the reason it is
contracted is to nmeet those peak hour days that woul d
exceed our contract limt during the peak hours.

CHAI RVAN LEVAR:  I'mrisking asking this
question the wong way, but |I'll go ahead and take the
risk. If you had a situation where you needed to adj ust
your nom nation where you would normally use no-notice
service to extract, do the firm peaking contracts with Kern
Ri ver and Questar Pipeline allow any use that coul d be used
to meet that same kind of need? Do those contracts have
any provisions?

THE WTNESS: They really don't because the
firmpeaking service will balance out on the day, on the
Questar Pipeline side. The firm peaking service, whatever

extra supply we pull during the norning hours will put that
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l'ine pack back into their systemin the afternoon hours.

So on the day you're not getting any additional supply.
CHAI RVAN LEVAR  So those contracts have to
bal ance out on a daily basis?
THE WTNESS: Yes. Except for the Kern River
contract, which that you preload the pipe the norning

before, basically the day before you preload that gas and

you still have to take that gas on the day. It doesn't
really change your nomnation. That's all still in the
nomnation as well. So it doesn't change the amount of gas
you're going to get on the day. You still have to match

your nom nation. Wereas, the no-notice service really
adj usts your daily amunt of supply that you have coming to
your systemon the day, not during the hours.

CHAI RVAN LEVAR:  Thank you. | appreciate those
answers. Thank you for your testinony today. Anything
further fromthe Wility?

MR, SABIN. No, we don't have anything further.

CHAI RVAN LEVAR: Wy don't we take a one hour
break and we will reconvene in an hour.

(O f the record.)

CHAI RMAN LEVAR: We're back on the record. W
wll goto Ms. Schmd for the Division of Public Uilities
first wtness.

M5. SCHM D: Good afternoon. As our first the
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1 Division would like to call M. Frank D Palma. The

2 Division would Iike to express its gratitude to the parties

3 and to the Commssion for allowwng M. DiPalma to testify

4 by phone as he is quite ill, but | amsure recovering

5 rapidly. So with that, could M. D Palma please be sworn?

6 CHAI RVAN LEVAR. M. DiPalm, do you swear to

7 tell the truth?

8 THE WTNESS: | do.

9 CHAI RVAN LEVAR:  Thank you.

10 DI RECT EXAM NATI ON

11 BY M5. SCHM D.

12 Q Coul d you pl ease state your full name and

13  business address for the record?

14 A Frank T. D Palma. M business address is 702

15 Pine Gove Avenue, Jupiter, Florida.

16 Q By whom are you enpl oyed?

17 A | am enpl oyed by Wllians Consulting. And | am

18 part of the Overland Consulting team supporting U ah

19 Division of Public Uilities.

20 Q As ot her w tnesses have done, could you please

21 briefly describe your experience and qualifications to be

22 the Division's witness in this case?

23 A | would be happy to. | aman energy industry

24  managenent consultant with over 30 years of experience in

25 assessing and working for gas and electric utilities. In
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addition to WIliams Consulting, my consulting experience

i ncl udes enpl oynent with Jacobs Consultancy as director and
Stone & Webster Consultants as associate director. M
direct utility operating experience has been gained from
bei ng enpl oyed as an officer, nmanager, or engineer at
Mount ai neer Gas Conpany and at Public Service Electric and
Gas Conpany. M experience as it relates to this
proceeding, results fromreview ng the planning, |oad
forecasting, and system engi neering practices of nunerous
gas utility delivery functions as part of Conm ssion
required reliability and safety rel ated assessnents.

Q Did you prepare and cause to be filed what has
been premarked for identification as DPU Exhibit 4-Direct,
and that was filed in both confidential and redacted form
and Exhibit 4.1-Direct, which acconpani ed those
representative filings which is your CV? And also did you
prepare and cause to be filed what has been premarked as
DPU Exhi bit 4-SR, your prefiled supplenmental testinony
certificate of service filed on May 31st of this year?

A. | did.

Q Do you have any changes or corrections to that
prefiled testinmony?

A | do not.

Q Wth that do you adopt the prefiled testinony

as your own today?
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A. | do.

MS. SCHM D: Accordingly, the Division would
like to nove for the adm ssion of DPU Exhibit 4-Direct with
Exhibit 4.1-Direct, and DPU Exhibit 4.0-SR, the direct and
suppl enental testinony of M. DiPal na.

CHAI RVAN LEVAR:  Just to clarify. | heard you
refer to both confidential and nonconfidential versions of
the direct. | do not have a confidential version of the
direct. The one | have, both of his testinonies appear to
be nonconfidenti al

THE WTNESS: | believe that's correct.

Nei t her are marked confidential.

M5. SCHM D:  Then that was an error on our
part. | apologize for that. Thank you for catching that.

CHAI RVAN LEVAR: O | may have m sheard.

MS. SCHM D:  No.

CHAI RMAN LEVAR: If there is any objection to
the nmotion please indicate to me. |'mnot seeing any, so
the motion is granted. Thank you.

Q M. DiPalma, do you have a sunmary to present
t oday?

A Yes, | do.

Q Pl ease proceed.

A The purpose of ny testinony is to support

Overland Consulting in assisting the Utah D vision of
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Public Uilities in assessing three areas.

First, DEU s distribution systemplanning with
respect to the transm ssion and distribution facility
requi rements needed to acconmodat e design day and peak hour
demands.

Second, the engineering inpact on DEU s
di stribution systemat design day and peak hour conditions
in terms of operating pressures and the Conpany's ability
to neet custoner requirenents.

And third, to evaluate the operational issues
associated with serving all of DEU s utility custoners wth
reliable and safe service on design day and peak hour
condi tions.

To initial the assessnent of these areas, ny
testinmony starts with a sinple conparison of DEU s | oad
growt h, conparing where available 14 years of actua
experience to 10 years of forecast growh. The |oad growth
areas | conpared were system sal es, peak design day, and
peak hour demand. As a result of making this
strai ghtforward conparison three concerns surfaced.

First, firmsales peak design day appears to be
projected too high. As the firmsales peak day forecasted
for the 2017-2018 winter is 50 percent greater than the
previous five year average.

Second, forecasted peak hour growth is
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projected to increase 30 percent greater than what was

experienced in the last five winter seasons.

And third, the projected firmsales peak hour
growth rate is alnmost 2.5 tinmes faster than the forecasted
firmsal es peak design day growth rate.

These concerns have a direct inplication on the
unsteady state flow nodels used for the gas system network
desi gn. Because the design peak day flow estimate is input
into the unsteady state flow nodels, the nodels' results
woul d then underestimate the actual system pressures and
overestimate the need for systemcapacity to neet the
forecasted peak hour demand.

Key findings contained in ny testinmony include
the follow ng:

Wth respect to distribution system planning
DEU designs its distribution systemto meet maxi mum fl ow
conditions, which by definition inplies peak hour | oads.

The conpany uses state-of-the-art software in
its steady state and unsteady state flow condition anal ysis
model s.

DEU appropriately engages a variety of nodel
inputs and enploys a skilled workforce in its system
pl anni ng and anal ysi s engi neering group.

DEU annual |y verifies design day system

pressures with what is actually occurring in the gas
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distribution network, with the vast majority of actua

pressures as conpared to nodel pressures found to be within
five percent of the actual pressure.

DEU annual | y prepares an integrated resource
plan which identifies any areas where the projected
di stribution system pressures are near the 125 pound
m ninmum The 2017 I RP contained a new chapter titled, Peak
Hour Demand and Reliability, where for the first tine the
conpany describes forecasts indicating that peak hour
demand across the entire systemw ||l materially exceed the
total firmcapacity on the peak day for the next ten
heati ng seasons.

DEU has stated that peak hour flow will be at
| east 17 percent higher than design peak day flow. This
assunes transportation custoners, including Lake Side Power
Station, have uniformloads throughout the day are nodel ed
at their daily contract limt and transportation custoners
wi th consistent and predictable hour quantities are nodel ed
consistent with their demand profiles.

If transportation custoners and Lake Side Power
| oad were renoved fromthe design peak day cal cul ation, the
peak hour flow would be 5,205 decathermor 7.3 percent
hi gher than design peak day flow

Traditionally, hourly load fluctuations during

peak periods have been net on an operationally available
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basis utilizing available upstreamcapacity. As these

fluctuations, still within available firmcapacity but
above the required daily capacity, or RDC, have becone
greater, DEU believed there was a need to explore
alternative ways of providing service during peak hours.

I n response, Domi nion Energy Questar Pipeline
and Kern River Pipeline have offered firm peak service. To
offer this service DEQP states that it utilizes capacity on
the Overthrust Pipeline as well as dedicated use of
i njection/wthdrawal capacity at the Aquifer Storage. Kern
River states that it utilizes capacity on its pipeline by
allowing DEU to store gas through |line pack and wi thdraw
that supply fromline pack during peak hours on a firm
basi s.

To support its position that it needs firm peak
hour service, DEU presented a |ist of transportation
custoners and regul ator stations connected to the high
pressure systemthat would fall bel ow operational pressures
on a design peak day w thout firm peak hour supply.

It has been DEU s policy to maintain 125 pounds
at the inlet to a transportation custoners' piping.

Mai ntai ning the 125 pressure is critical to transportation
customers as their internal fuel runs and processes have
been configured to receive gas at this m nimum pressure.

On one-way feed systens where the regul ator
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1 station feeding the community is near design capacity,
2 custoners on the system may experience outages when the
3 inlet pressure goes bel ow 125 pounds as any reduction bel ow
4 this level would reduce the capacity and/or outlet pressure
5 and although gas will continue to flow the reduced fl ow
6 rate may not be enough to sustain custoner demand.
7 In conclusion, as | initially nentioned | am
8 not confident about the accuracy of DEU s design peak day
9 projections. This provides a weak foundation for the
10 unsteady state flow nodel, since the design peak day flow
11 estimate is input into the unsteady state flow nodels, the
12  results would be to underestimate the actual system
13  pressure and overestinate the need for systemcapacity to
14  meet the design peak hour demand.
15 Q Thank you.
16 M5. SCHM D: That concludes M. D Palm's
17 summary. He is now avail able for cross exam nation and
18 questions fromthe Conm ssion.
19 CHAI RVAN LEVAR:  Thank you, Ms. Schmid.
20 M. Snarr, do you have any questions for this wtness?
21 MR. SNARR: No questi ons.
22 CHAI RVAN LEVAR:  Thank you. M. Sabin and
23 M. Cark.
24 MR. SABIN. The Conpany has no questions as
25  well.

Litigation Services | 800-330-1112

www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG  DOCKET NO. 17-057-20 - 06/12/2018

© o0 ~N o o B~ O w NP

N D RN N NN PR R R R R R R R R
g A W N P O © 0O N O O N~ w N kB O

Page 139
CHAl RVAN LEVAR:  Comm ssi oner Wite.

COW SSI ONER WHI TE:  No questions. Thank you.

CHAI RVAN LEVAR:  Conmi ssi oner O ark.

COW SSI ONER CLARK:  No questions. Thank you.

CHAI RVAN LEVAR: | don't have any further.
Thank you for your testinony today, M. DiPal na.

M5. SCHMD: If | may, Chairman LeVar, may |
ask that M. D Pal ma be excused? | believe we nost |ikely
could contact himby phone if we need him But | think it
woul d be appropriate and kind if he didn't have to listen
to the rest of this.

CHAI RVAN LEVAR:  Certainly. Any party or
conm ssioner that objects to that please indicate to ne.
['m not seeing any objection. Thank you, M. D Palm. |
hope the rest of your afternoon will be better than ours.

THE WTNESS: Thank you so nmuch. |It's actually
past mny bedti nme.

M5. SCHMD: The Division would |like to call
Its next witness and that would be M. Kenneth H Ditzel.
Coul d he please take the stand?

CHAI RMAN LEVAR: Good afternoon, M. Ditzel.
Do you swear to tell the truth?

THE WTNESS: | do.

CHAI RVAN LEVAR:  Thank you.

* %
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2 BY Ms. SCHMD

3 Q Pl ease state your full nane and busi ness

4  address for the record.

5 A Sure. M full name is Kenneth Hooper Ditzel.

6 And ny full address is 8251 G eensboro Drive, Suite 1111

7 MlLean, Virginia, 22102.

8 Q By whom are you enpl oyed and in what capacity?
9 A FTI Consulting is ny enployer and I'ma

10  managing director.

11 Q Can you briefly describe your duties at the

12 consulting firnf

13 A Sure. At FTI | amin the econom ¢ and

14  financial consulting segnent where | lead FTlI's North

15  American energy narkets forecasting team M team and |

16 focus on providing short and | ong term outl ooks for supply,
17 demand, and prices for electricity, natural gas, and coa
18 markets. W enploy a wide range of nodels to devel op our
19 forecasts, such as linear progranm ng nodels, valuation

20 nodels, multivariate regression nodels, and general

21 spreadsheet nodels. | provide advisory and expert W tness
22 services across the energy value chain fromfuel producers,
23 fuel transportation conpanies, project devel opers,

24 utilities, nmerchant generators, end consunmers, and

25 regulatory bodies.
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1 Q Coul d you pl ease provide us with detail spg e

2 your education that support your performance at the

3 consulting firn®

4 A Sure. M background is | have a Mechani cal

5 Engineering degree fromthe University of Virginia wiere |

6 practiced engineering three years at Dow Chemical. And |

7 also have a MBA from Georgetown University.

8 Q Thank you. Did you prepare and cause to be

9 filed what has been premarked as DPU Exhibit 3-DIR with

10  acconpanying exhibits 3.1-Direct, your CV, and then your

11  surrebuttal premarked as DPU 3. 0- SR?

12 A | did.

13 Q Do you have any changes or corrections to that

14  prefiled testinony?

15 A | have one change on page 4 of ny direct where

16 | called M. Landward M. Lawence. It should be

17 M. Landward.

18 Q Thank you. Wth that do you adopt your

19 prefiled testinony as your testinony here today?

20 A | do.

21 M5. SCHM D:  Accordingly, the Division woul d

22 like to nove for the adm ssion of the previously identified

23 DPU Exhibits 3.0-Direct, 3.1-Direct, and 3.0-SR

24 CHAl RMAN LEVAR: |f any party objects to that,

25 please indicate to me. |'mnot seeing any objection, the
Litigation Services | 800-330-1112

www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG  DOCKET NO. 17-057-20 - 06/12/2018

1 notion is granted. rage e
2 M5. SCHM D. Thank you.

3 Q M. Ditzel, do you have a sunmary to provide

4  today?

5 A | do.

6 Q Pl ease proceed

7 A FTI Consulting is part of the Overland

8 Consulting teamthat has been retained by the Division of
9 Public Uilities to reviewthe DEUfiling in this

10 proceeding. M role in the Overland Consulting team has
11  been to provide a conprehensive review of the nultivariate
12  regression nodel used by DEU to forecast design peak day
13 firmsales demand. | also have provided a limted review
14  of the unsteady state nodel. | focus mainly on the design
15 peak day nodel in ny testinony because it contains nmany

16  assunption inputs and nethodol ogical flaws. @G ven these
17 many flaws and that the design peak day nodel inforns the
18 design peak hour nodel, | conclude that the results from
19 unsteady state nodel are not reliable.
20 The major assunption input flaws that | have
21 discussed in ny testinony include the selection and use
22 maximum daily average w nd speed, maxi num hourly w nd
23  speed, tenperature, prior day usage, and the |ack of
24 information on the joint probability of the input
25 assunptions occurring sinmultaneously. For peak day design
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tenperature, DEU assunes an average daily tenperature of

negative 5 degrees Fahrenheit. The last tinme average daily
tenperatures were negative 5 degrees or |ess, regardl ess of
the day of the week, was January 12, 1963, which was 55
years ago. This was on a Saturday, which would not be a
desi gn peak day, because a design peak day by definition is
only Monday through Thursday. The [ast non-weekend day,
nonFriday day, wth tenperatures at or bel ow negative
degrees was January 5, 1949, which was 69 years ago. |
showed in ny surrebuttal that there has been a
statistically significant warmng trend in the Salt Lake
Gty region since 1948, with tenperatures rising about .5
degrees Fahrenheit per decade.

For wi nd speed, DEU uses a maxi mum daily
average wi nd speed of 26 mles per hour, which occurred on
January 27, 2008, a maxi mum hourly wi nd speed of 47 mles
per hour, which occurred on February 16, 2011 and was three
years later than the daily average wi nd speed maxi rum DEU
applied these val ues regardl ess of the tenperatures for the
days in which these maxi nuns occur. This is a basic
m sapplication of statistics, because it ignores the fact
that tenperature and wind speed are correlated, and instead
assumes that they are independent. | show in ny testinony
t hat the maxi num average wi nd speed during the col dest ten

days from January 1, 2004 to January 31, 2018 was 10 mles
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per hour, or 37 mles per hour |ower than the DEU s

assunptions. Simlarly, the average w nd speed during

t hese same ten col dest days was 5 mles per hour, or 21
mles per hour |ower than the DEU s assunptions. M

anal ysis shows that very cold days tend to have very | ow
wi nd speeds. Therefore, picking a conbination of the

| owest tenperature days and the hi ghest wi nd speeds does
not make any statistical sense.

Applying prior day usage is uncommon anong
utilities when forecasting design peak day usage. The
American Gas Association survey showed that only two of the
21 respondents mentioned using |agged variables in their
regression equation, with one using prior day send out, and
one using prior day HDD count. M. Landward attenpts to
argue that it is reasonable to apply prior demand day usage
by asserting there is some type of inertia effect.

However, he never shows any reasonable statistical analysis
to support this assertion

Finally, on the input side, DEU is unable to
quantify the joint probability or Iikelihood of all
assunptions occurring sinultaneously. M direct testinony
states that the joint probability of the design peak day
assunptions occurring sinmultaneously should be nmuch | ower
than the 5 percent that M. Landward has suggested.

I mposing five nore conditions in addition to the design
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peak day tenperature would only | ower the joint

probability. Even M. Landward states in discovery DPU
2.47 that "without a conplete set of data on all variables
at those points in time, a reliable conputation is not
possible."

In terms of the DEU s net hodol ogy for nodel
paraneterization, there are many flaws. The first flawis
In not partitioning the dataset used for analysis in order
to test the robustness of the nodel calibration. One part
of the dataset should be used for calibration. The other
part should be used for testing the quality of the
calibration.

The second flaw is the DEU s m sunderstandi ng
of the nodel's fit. Oten the statistical term adjusted
R-squared is used to describe this fit. A high adjusted
R-squared val ue does not indicate how well a nodel perforns
on data that is outside of the sanple data. The nodel only
explains how well it can predict conditions within the
calibrated dataset. |In fact, one can construct a nodel
that has an extrenmely high adjust R-squared but has little
predi ctive power when given new data that was not used for
calibration.

The third flawis in using data for calibration
t hat does not even renotely enconpass potential design day

conditions. The |lowest tenperature in the dataset is 4.46

Litigation Services | 800-330-1112
www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG  DOCKET NO. 17-057-20 - 06/12/2018

© o0 ~N o o B~ O w NP

N D RN N NN PR R R R R R R R R
g A W N P O © 0O N O O N~ w N kB O

_ . Page 146
degrees Fahrenheit as conpared to negative 5 degrees

Fahrenheit used for the assune design peak day conditions.
Al so, the maxi mum and mean wi nd speeds on January 6, 2014
during this 4.46 degree Fahrenheit day event were 9 mles
per hour and 4.58 mles per hour respectively as conpared
to 47 mles per hour and 26 mles per hour for assuned
desi gn peak day maxi mum and nmean wi nd speed conditions
respectively. Because the DEU nodel was constructed with
data that excludes conditions at or near design peak day,
it is unclear whether it has adequate predictive power for
desi gn peak day firm demand.

The four flawis that M. Landward's testinony
does provide a justification for four HDD terns in the
regression analysis. Wile it is accepted that energy
demand responses to tenperature changes can be nonli near
this nonlinearity can be approximated sinply with two
terms. \Wiile the addition of two nore terns are
statistically significant, they do so at the expense of
likely overfitting.

The fifth flawis that the DEU nodel does not
appear to be correctly specified. | attenpted to replicate
t he DEU nodel coefficients from M. Landward's testinony
and the data provided by the DEU. A plot of the error
terms is concerning as they show high correlation with one

anot her and exhibit strong seasonality. This phenonenon is

Litigation Services | 800-330-1112
www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG  DOCKET NO. 17-057-20 - 06/12/2018

© o0 ~N o o B~ O w NP

N D RN N NN PR R R R R R R R R
g A W N P O © 0O N O O N~ w N kB O

_ . Page 147/
known as autocorrelation. Autocorrelation of the errors

viol ates the assunptions of the Gauss- Markov theorem
meani ng that the ordinary |east squares regressor is no

| onger the best |inear unbiased estimator. M. Landward
stated in OCS 2.02 that "it is likely that M. Landward's
predecessor tested the nodel specification for

mul ticollinearity and autocorrelation" and that

“M. Landward has not duplicated those eval uations."

The sixth major flawis that the nodel does not
allow for the effects of tenperatures about 65 degrees
Fahrenheit to be estimated, as it only includes HDD terns,
and not cooling degree day ternms even though the
calibration data includes sumer nonths.

| conclude that DEU s input assunptions and
met hodol ogy used in its design peak day nodel are not
reasonabl e, thus nmaking the results fromthat node
unreliable and potentially making the design peak hour
model ing unreliable as well. This concludes nmy sunmmary.

Q | have just one clarifying question. So if the
Inputs are not reliable, the results are not reliable.
Does that make sense?

A That's correct.

M5. SCHMD: Wth that, M. Ditzel is available
for cross exam nation and questions fromthe Conm ssion.

CHAI RMAN LEVAR:  Thank you, Ms. Schm d.

Litigation Services | 800-330-1112
www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG  DOCKET NO. 17-057-20 - 06/12/2018

Page 143

1 M. Snarr, do you have any questions for M. Ditzel?

2 MR. SNARR. No questions fromthe O fice.

3 CHAI RMAN LEVAR:  Thank you. M. Sabin.

4 MR SABIN. Gve ne one nonent.

5 CROSS EXAM NATI ON

6 BY MR SABIN

7 Q | just have three questions. | want to be

8 clear. | think fromreading your testinony, | don't see

9 anywhere in there where you identify a correct approach for

10 calculating design day demand or an approach that is

11  industry accepted. Have | understood your testinony

12 correctly?

13 A | think you partially understood it correctly

14 in that | do point out what the results are of the American

15 (Gas Association survey, and in that survey how many firns

16 actually use wind speed and HDD terms and prior day demand.

17 Q | don't think that's really ny question. M

18 question is -- let ne break it apart. So this will be nore

19 than three questions. You don't identify anywhere sone

20 sort of industry accepted approach or governnent directed

21 approach for how a utility shoul d assess design peak

22  demand, do you?

23 A | don't point to a specific industry approach

24  beyond what the AGA survey showed.

25 Q And even the AGA survey, you're not advocating
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that there is any one of those approaches is the right

approach, are you?

A ' mnot saying that one approach in particular
I's the correct approach

Q You would agree with nme that there are |ots of
di fferent approaches taken by conpanies in the AGA survey,
right?

A The AGA survey approaches all were nultivariant
regression and with limted anmount of terns used.

Q But different variances were applied by
different utilities, right?

A They were smal | variances.

Q Well, different variables and the way they
applied themwas different, was it not?

A They nostly use HDD ternms, a few used w nd
terms, and then a few used | agged vari abl es.

Q And as you sit here today you're not saying
that any one of those is the right way to do this, right?

A That's correct. |'mnot saying any one in
particular is the correct one.

Q Ckay. Two nore questions. |n criticizing
M. Landward you're also criticizing M. Merzwa's
approach, aren't you, as well? Don't you by extension have
to be?

A | amcriticizing any approach that uses the
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1 current nodel as it's designed. rage 159
2 Q I's it your understanding that M. M erzwa does
3 in fact use essentially the same nodel as M. Landward with
4  some tweaks?

5 A Yes, that's correct.

6 MR. SABIN. No further questions.

7 CHAI RMAN LEVAR:  Thank you. Any redirect,

8 M. Schnid?

9 M5. SCHMD: Yes. My | have just one nonent?
10 CHAI RVAN LEVAR:  Yes.

11 REDI RECT EXAM NATI ON

12 BY Ms. SCHM D

13 Q You were asked sone questions about industry
14  practice. Could you remind me and rem nd us how | ong you
15 have been a consultant in this industry?

16 A |'ve been working professionally for 20 years,
17 three years at Dow Chem cal and about 17 years in

18 consul ting.

19 Q And you were al so asked sone questions about
20 small variances between gas conpany nodels. Those

21 questions in part related to the AGA survey. Could you

22 remnd us what those variances were?

23 A Sure. Let nme pull up ny direct testinony. |
24 stated on page 4 of ny direct testinony starting on |ine
25 94, first, one out of 21 respondents, two respondents
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explicitly include wind and a third respondent inplicitly

i ncludes wind as an independent variable in their
regression equations. DEU used two different w nd
variables in its nodel.

And | would like to add there they used a third
wind variable in a sense because it also nultiplied HDD
times wind as another variable. And then | go on to say,
second, only two of the 21 respondents nention using |agged
variables in their regression equation, with one using
prior day send out and one using prior day HDD count.

| would say in total DEU used four HDD terns,
two wind terns, a conbination of wnd and an HDD term and
a lagged variable plus binary indications for holiday,

Fri days, and weekends.

Q And so if the inputs are suspect and the node
per haps overutilizes sone variance, and perhaps
underutilizes others, are then the results uncertain and
subj ect to question?

A The results are certainly subject to question.
Mai nly because of the way the inputs were selected and the
way the nodel was paraneterized. On the input side | nake
it very clear that the wind selection inputs do not make
statistical sense given that typically on very cold days
you have very |ow w nd speeds. And I show that very

explicitly on line 166, table 4 of ny direct, where | take
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the top ten col dest days with an average of 56 for HDD and

show that the max wi nd speed was 10 m|es per hour and the
average nean was 5, which was significantly different than
what M. Landward used in his nodel.

Q Thank you

MS. SCHM D: Those are all ny redirect
questi ons.

CHAIl RMAN LEVAR:  Thank you. Any recross?

MR SABIN. | don't think so.

CHAI RVAN LEVAR:  Conmi ssioner Clark, do you
have any questions?

COW SSI ONER CLARK: M. Ditzel, do you work
routinely with design peak day nodeling?

THE WTNESS: | wouldn't say that | work
routinely with it.

COW SSI ONER CLARK: I n your consulting
practice and engagenents that you' ve had over the 20 years
roughly, how many tines have you worked directly either --
well, in cases |ike this one where the design peak day is
at issue and you've had an opportunity to tease apart the
nodeling to evaluate it, to critique it, or even to perform
it?

THE WTNESS: Sure. In a case like this one
or very close to this one, | have not participated in

another case. But | would like to say that nyself and ny
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t eam nenbers functionally have done a nunber of statistica

anal yses outside of design peak day anal yses that pick and
criticize other analyses apart to understand where they're
satisfactory and where they're not.

COW SSI ONER CLARK:  You nentioned in your
sunmmary the concept of overfitting. Wuld you remind ne at
| east what that nmeans and the statistics?

THE WTNESS: Sure. The idea of overfitting is
pouring in as many different variables as possible into
mul tivariant regression in order to get a very high
R-squared val ue, which the DEU acconplishes in its nodel
So it gets a very high Rsquared by putting in all these
different variables. The issue with that is particularly
i f your dataset does not contain data with which you're
trying to predict, such as a design peak day, because there
is nothing in the dataset that's even renotely close to a
desi gn peak day that DEU uses as assunptions, then
overfitting of the nmodel may tend to not be one that
produces a nodel that has high predicted accuracy.

COW SSI ONER CLARK:  Just a final question
regarding the survey results. | don't know in what detai
you were able to review them Do you know whet her or not
any of them any of the utilities that responded, used a
nmet hodol ogy that involved both wnd and | agged vari abl es

together in conjunction with a tenperature el enent?
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THE WTNESS: Sure. It's not clear to nme and

woul d have to go back and | ook at the survey again.

COW SSI ONER CLARK:  Those are all ny
questions. Thank you.

CHAI RMAN LEVAR: | would like to followup on
that question he asked before going to Conm ssioner Wite.
As | amtrying to evaluate what weight to give to this
American Gas Association survey and why. Qur statutory
responsibility is to answer the question did the UWility
act as a prudent utility would have done. W | ook at
respondents and we see sone nethodol ogi es that a snal
mnority used, two or one respondents used a methodol ogy on
one particular issue simlar to Dom nion. Does that alone
say that those two utilities plus Dom nion acted
i nprudently, or that one utility plus Dom nion acted
i nprudently, or would three or four utilities and their
response change that. How should we evaluate a finding or
at | east sone evidence that some, but not nost utilities
did things in a simlar way?

THE WTNESS: Sure. Maybe | can rephrase the
question to see if | understand it correctly. Are you
aski ng whether or not | should be solely relying on the AGA
paper as an indicator for good nultivariant regression
nodel i ng for peak day design?

CHAI RVAN LEVAR:  I'mnot sure |'masking if you
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2 what weight we should give toit. |f you can suppl ement

3 the question with what was going to be ny foll ow up

4 question, for exanple, would you expect a natural gas

5 utility in Uah to evaluate the same peak day factors as

6 say one in Mam, Florida or San Diego, California or

7 Billings, Mntana?

8 THE WTNESS: There were nultiple sources for

9 testing or benchmarking your nodel in dataset to others.

10 One obviously |I nentioned was the AGA survey. Anot her

11 would be to work with affiliates to understand how they do

12 their nodeling. So for DEU to speak with its affiliates

13  and understand whether or not the different affiliates are

14 using simlar nodeling approaches. And then there are also

15 academic journals or papers. M. Landward prefaces one,

16 the paper from 2009 that speaks about the usage of w nd

17 variables and tenperature variables and to sone degree

18 | agged vari abl es.

19 CHAI RVAN LEVAR:  Thank you. Conmi ssi oner

20 Wite.

21 COW SSIONER WHI TE: | 'mjust curious if you

22  have any know edge of the background that is behind the AGA

23 study, or what was that enphasis that the survey started

24  off studying?

25 THE WTNESS: |'mnot aware of the actua
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1 enphasis behind the study. |[|'ve only seen the resul tpggsré%G
2 what has been provided in the neeting room But no, |

3 don't know what the enphasis was. Typically the AGA and

4  other organizations |ike to do benchnarking studies as a

5 way of creating industry awareness. That would be my guess
6 as to why they did that.

7 COW SSIONER WHI TE:  That's all the questions |
8 have. Thank you.

9 CHAI RMAN LEVAR:  Thank you for your testinony,
10 M. Ditzel.

11 THE WTNESS: Thank you.

12 CHAI RMAN LEVAR:  Ms. Schmi d.

13 M5. SCHM D:  Thank you. The Division would

14 like to call its next witness M. Howard Lubow. Could he
15 please be sworn?

16 CHAI RVWN LEVAR: M. Lubow, do you swear to

17  tell the truth?

18 THE WTNESS: | do.

19 CHAI RMAN LEVAR:  Thank you.

20 DI RECT EXAM NATI ON

21 BY Ms. SCHM D

22 Q Coul d you pl ease state your name and busi ness
23 address for the record?

24 A Howard E. Lubow. M business address is 11551
25 Ash Street, Suite 215, Leawood, Kansas, 66211.
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1 Q As with other w tnesses that have presenfgge Y
2 testinony today, could you please describe your educational
3  background?

4 A | have a BA in Accounting and | did graduate

5 work in Quantitative Analysis.

6 Q Coul d you then describe your duties as a

7 consultant with Overland?

8 A Yes. | am president of Overland Consul ting.

9 Mself and ny firmgenerally represents state regulatory
10 comm ssions, as well as on occasion, utilities throughout
11 the United States. Over the |last 20 years, this work has
12  been principally focussed on utility managenment audits,

13 mergers and acquisitions, and utility rate determ nati ons.

14 My consulting experience, as it relates to this proceeding,

15 includes gas planning and procurenent reviews, including

16  hedging strategies, corporate governance and strategic

17  planning, gas cost of service and rate design. Aside from

18 this consulting experience, | have held the positions of

19 chief financial officer and chief operating officer of a

20 transm ssion pipeline located in the Mdwest. | have

21 addressed the application of the prudence standard in

22 regulatory proceedings and in industry publications. |

23  have appeared as a witness on behalf of the DPU | ast year

24  in Docket 17-057-009.

25 Q I'n connection with your enploynent at the
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1 Division in this docket did you prepare and cause to be

2 filed what has been premarked as DPU Exhibit 5.0-Direct,

3 and | believe that was filed in both confidential and

4 redacted form wth acconpanying Exhibits 5.1-Direct,

5 5.2-Direct, 5.3-Direct, 5. 4-Direct, 5. 5-Direct? And then

6 did you also prepare and cause to be filed in both

7 confidential and redacted formyour surrebuttal testinony

8 w t h acconpanying Exhibits 5.1-SR 5.2-A 5.2-B, 5.3-SR and

9 your surrebuttal testinony identified as 5.0-SR?

10 A. | did.

11 Q Do you have any changes or corrections?

12 A | do. In ny direct at page 11, at line 280,

13 refer to Exhibit 5.3-Direct, which should be 5.4. And

14 simlarly on a couple pages |ater, page 13, |ine 324,

15 Exhibit 5.4 should be 5.5. Finally, based on surrebuttal

16 testinmony | nade a correction that would affect nmy direct

17 at page 17, line 416, the first line on that page. 193,470

18 decathermshould be 111,988. In ny rebuttal --

19 Q Your surrebuttal ?

20 A My surrebuttal, thank you. At page 18, line

21 465, | refer to termnation priority nunber 1 being the

22 nost likely to be curtailed, that really to be nore

23 accurate about it should be termnation priority nunber 1

24  and/or 2 being nost likely to be curtail ed.

25 Q Wth those corrections do you adopt your
Litigation Services | 800-330-1112

www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG  DOCKET NO. 17-057-20 - 06/12/2018

© o0 ~N o o B~ O w NP

N D RN N NN PR R R R R R R R R
g A W N P O © 0O N O O N~ w N kB O

_ _ _ Page 159
prefiled testinony as your testinmony here today?

A | do.

M5. SCHM D: The Division would |ike to nove
for the adm ssion of M. Lubow s testinony 5.0-Direct, then
Exhibits 5.1 through 5.5-Direct, Exhibit 5.0-SR and
Exhibits 5.1-SR 5.2-A 5.2-B, and 5.3-SR

CHAI RVAN LEVAR: | f anyone objects to that
notion please indicate to ne. |'mnot seeing any
objection, so the nmotion is granted.

M5. SCHM D:  Thank you.

Q M. Lubow, do you have a summary to present
t oday?

A | do.

Q Pl ease proceed.

A Overl and Consulting was retained by the

Division of Public Uilities to review the Dom nion Energy
Utah application in this proceeding. M testinony, along
with M. Frank DiPalma and M. Ken Ditzel, represents the
scope of analysis performed by Overland. Qur review
general ly included an exam nation of the reliability of the
forecast nodels enpl oyed by DEU as conducted by M. Ditzel;
the planning and operating requirements on the DEU system
during peak conditions as conducted by M. D Palna; the
current and alternative options available to neet DEU peak

demand; and finally, industry planning and best practices
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associated with these subject areas. Specifically, |

reviewed the historic experience of the Conmpany in neeting
cust oner needs during peak conditions; alternatives

avail able to neet these custoner demands; and industry
practices enpl oyed by gas distribution conpanies in neeting
peak period requirenents.

The basis for DEU s decision to enter into peak
hour service agreenents was initially addressed in Docket
17-057-09, and the evidence provided by DEU to support
these agreenents in this proceeding is largely unchanged
fromprior record evidence. The DPU scope of reviewin
this case, however, has been expanded to include an
engi neering anal ysis of DEU planning and operations, as
wel | as a review of the peak hour and peak day nodel s
relied upon by DEU in defining its peaking requirenents.

Key findings contained in ny testinony include:

The actual conditions of service to DEU from
Kern River and DEQP have been relatively unchanged in
recent years, with no interruptions of service, or
operational or financial inpacts due to pipeline
restrictions being inposed during peak peri ods.

There are no conparabl e exanpl es of upstream
pi pel i ne peak hour services elsewhere in the country. And
nore specifically, aside from DEU no ot her shippers have

requested peak hour services on these pipelines since the
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tariffs becane effective.

DEU is currently paying approximately $2.4
mllion per year for peak hour services, over half of which
Is paid toits affiliate DEQP. To date, there have been no
condi tions where these services were needed to neet peak
period denands.

DEU has not experienced a design peak day since
1963, about 55 years ago. However, DEU has represented
that the probability of a design peak occurrence in a 50
year period is 92 percent, which in fact did not occur.

DEU has made little, if any, effort to consider
| oad control options for |arge customers or Lake Side,

t hough such options, if and whenever needed, could be a
significantly nore economcal alternative to the peak hour
contracts or other |onger termconsiderations.

DEU fails to follow industry practices rel evant
to peak period planning, and as a result, cones to
i I'l-founded and unnecessary planning conditions it
represents must be net.

Aside fromthe above findings, | would like to
summarize the follow ng facts, which are hel pful in
evaluating DEU s al |l eged need for peak hour services.

Over the last 21 years, the excess capacity
avai | abl e based on a conparison of actual peak conditions

to a DEU design day period was about 30 percent. DEU
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states that it is not reasonable to sinply | ook at these

hi storical outcomes. However, nost utilities, in fact,
| ook at the nost recent 30 years of data. |n extending
this conparison to 30 years would produce a simlar result,
that there has al ways been capacity available in excess of
peak period custoner demands. |In fact, this conparison if
extended to 50 years would produce a simlar result and can
be denonstrated consistent with the analysis provided in ny
t esti mony.

If additional capacity were needed, for
argunments sake, limting a small group of |arge custoner
| oads coul d be acconplished at a substantial cost savings
to the peak hour agreenents.

The Lake Side generating facility currently has
210, 000 decathermof firmload. However, it does not take
this level of capacity at the tinme of the DEU peak hour.
DEU includes this contract |evel for planning purposes,
contributing to a material conponent of the all eged peak
hour deficiency. The negotiation of a revision in the Lake
Side agreenent would |ikely be highly cost beneficial
conpared to the peak hour agreenents or other options.

Based upon industry practice, nost utilities
rely on tenperature only, based upon the nost recent 30
year period, when devel opi ng peak period estinmates. In

contrast, DEU al so considers wind and w nd speed, day of
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the week, prior day conditions, dramatically increasing the

estimate of peak day demand.

I n devel opi ng the design day peak, DEU uses
weat her data fromone location in its service area over a
90 year period, ignoring warmng trends in its forecast.

Cunul atively, these flaws in the nodel design
and input data have led to a material overstatenent of
desi gn peak day custoner needs.

Asi de from peak day and peak hour estinmation
I ssues, DEU has included interruptible volunes in
devel opi ng the hourly excess demand over average usage.
Cearly, interruptible usage should be excluded in
devel opi ng esti mates of peak day and peak hour
requirenents.

My concl usi on regardi ng these peak hour
transportation agreenents is unchanged fromthe concl usion
reached fromthe nore limted anal ysis conducted in Docket
17-057-09. Nanely, that there was no need for the peaking
contracts. DEU resources currently avail able, absence the
peaki ng services agreenents, are and have been sufficient
to provide safe, adequate and reliable service. There is
no credi bl e evidence that the peaking services agreenents
are necessary to continue to nmeet this standard.

| do not believe that either the firmsales or

firmtransportation custoners need or benefit fromthe peak
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hour services agreenents, and that DEU custoners shoul d not

bear the inprudent and unnecessary costs associated wth
t hem

It is my recommendation that the Conm ssion
deny recovery of costs associated wth the pipeline peaking
services agreenents, and that DEU be directed to nodify its
desi gn peak day and peak hour nodels to correct current
defici encies and unreasonabl e assunptions currently
enpl oyed, and that it adopt a process consistent with
I ndustry practice.

Q Thank you

MS. SCHMD: He is now avail able for cross
exam nation questions and questions fromthe Conm ssion.

CHAI RVAN LEVAR:  Thank you. M. Snarr, do you
have any questions?

MR. SNARR. W have no questions.

CHAI RVAN LEVAR:  Thank you. M. Sabin and

Ms. O ark.
CROSS EXAM NATI ON
BY MR SABI N
Q | would like to pick up right where you |eft

off. You said a quote that I think is interesting. You
said at the end that you encourage the Conm ssion to nodify
the contracts in a way to correct the deficiencies in the

model. Did | get that right?
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1 A | don't believe | said the contracts shoﬁﬁgebéGS
2 nodified. | said the methodol ogy and input data to the

3 nodel be nodified.

4 Q "Il take that. ['Il take that. You were not
5 proposing any proposed nodel, are you?

6 A No, other than the testinony that was provided
7 by M. Ditzel.

8 Q Right. And M. Ditzel as you just heard he

9 said he wasn't proposing any nodel either, right?

10 A That's correct.

11 Q So what exactly are you telling the Comm ssion
12 when all is said and done and the dust settles here that

13 the DPU is saying that should be done?

14 A Vell, | think I've been pretty clear about what
15 | think should be done. 1've said it in ny direct and

16 rebuttal testinony, as well as the conclusion that |'ve

17 just conpleted. But nore specifically, | indicated that if
18 you look at the forecast of the peak day requirenents

19 exclusive of the additional variables that have been

20 addressed, such as wind, prior day, day of week, and so on,
21 that that results in a delta of nore than the increnental
22 anount associated with the peak hour agreenents.

23 Q So what you're saying if | understand you right
24 is you would say don't do any anount of peak hour service,
25 period, correct?
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1 A That's correct. rage =0

2 Q Geat. | would like to talk with you about

3 your testimony on -- | think | wote your quote down

4 correctly. You said there are no conparable services in

5 the country that are being used by any other utilities. Do

6 | have that right?

7 M5. SCHM D: Could you please give ne a |line

8 reference so | can keep up?

9 MR. SABIN. That was in his statenent. He just

10 read it, his sunmary.

11 M5. SCHM D Ckay.

12 MR SABIN. | do think it appears, by the way,

13 in his direct at page 4 as well, line 85 to 87.

14 Q Did | state that correctly, M. Lubow?

15 A That's right.

16 Q | would like to know if in the course of doing

17 your work in this case if you went and researched the

18 publicly available contracts that are with pipelines around

19 the country to nake that statenment?

20 A What | did do was the followng, |I asked in

21 discovery for any known conparable fornms of service. The

22 Conmpany initially in the 09 case said they were not aware

23 of any conparable forms of service. And then there were a

24  coupl e FERC cases, | believe, that ultimtely the Conpany

25 provided that had -- one of the Conpany's W tnesses
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I ndi cated today, had to do with really the coordi nation of

pi pelines with electric generators, not the need to nake a
specific provision through a peak hour agreenent for
peaki ng services occurring on a peak day.

Aside fromthat |'ve done, | don't know, dozens
of projects involving gas utilities, none of whom have had
a simlar service to that has been entered into by DEU as
included in this case.

Q Let me go back to ny question because | don't
think you answered nmy question. You didn't go out and do
any research independently on your own to | ook up the
publicly avail able contracts that are entered into by
utilities with pipelines; is that right?

A Not independently, no.

Q And the question you asked -- what you did is
you asked the Conmpany in a data request if they were aware
of anybody else; is that fair?

A It is fair.

Q Wasn't that request only with regard to the
Kern River and DEQP pi pel i nes?

A No. There were two requests. One of themdid
have to do with that, are there any other shippers since
this tariff has been made avail abl e that have taken
advantage of this service. And separate fromthat there

was some di scovery request dealing nore broadly with
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1 conparabl e services.
2 MS. SCHMD: | would like to just add that if
3 the Conmpany knows of other simlar contracts, it does have
4 an obligation to supplenent the data request. And |I'm not
5 aware that it did so in this case.
6 MR. SABIN. | appreciate that. | don't think
7 the data request that was sent to the Conmpany asked for
8 anybody in the country. | think it asked for specific
9 pipelines. But |I'mhappy to check.
10 Q | woul d ask you subject to check if you went
11  out -- if you agree that Southwest Gas has entered into an
12 hourly peaking contract. Do you know whet her they have?
13 A | do not.
14 Q If | represented to you that they have, how
15 does that change your testinony?
16 A | would hate to sit here today taking that into
17 consideration since | did ask in the record, and | can
18 provide that as a late filed exhibit where we did ask
19 specifically for the Conpany to provide that information.
20 1've Dbeen involved in Southwest Gas proceedings in the |ast
21 several years, and it did not exist at that tine. So to
22 the best of ny know edge | don't have any persona
23  know edge of that.
24 Q Let nme just represent to you that using
25 internet --
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M5. SCHMD: | would like to object at this

point. The witness has already answered. He said he
doesn't have any personal know edge. And despite the fact
that we all know that everything we can find on the
internet is true, | wuld object to this question

CHAI RVAN LEVAR: Do you want to respond to the
obj ecti on?

MR SABIN. Sure. | don't think it's an
I nappropriate objection. | can ask subject to check. If
he wants to answer that he's not aware of any of these
conpani es, then he can be known on the record what his
answer is.

CHAI RVAN LEVAR: | think these are appropriate
fol l owup questions to his answer that he's not aware of
any. There is a bit of a factual dispute within his
testimony of proffer statement about what the data request
said. |If there is any need to clarify that, | think we can
do that. But | think this line of follow up questions is
appropriate based on the earlier response.

Q To save tine let me just say without a | ot of
wor k Sout hwest Gas, Public Service Conpany of New Mexi co,
ATMOS Energy, Texas Gas Service Conpany, Southwestern
Public Service Conpany, and Arizona Public Service Conpany
all have contracts, that are filed publicly avail able

contracts, where they have required hourly peaking
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2 A Now you just said hourly peaking services,

3 which is not the same as what we are discussing today.

4  There were conditions for ternms of service during periods
5 of tine during the day where agreenents have been nade,

6 which | amaware of, but not specifically where the goa

7 was to acconmpbdate a peak hour on a design day by peaking
8 services froman upstream pipeline supplier. And | think
9 if you were to enter those into the record you would find
10 that they don't precisely fit the terns of service or the
11  purpose of those agreenents with the hourly peaking

12  services that have been addressed in this proceeding.

13 Q Let me just ask to just kind of wap this up on
14 this point. What are you trying to distinguish? Wat is
15 your basis for distinguishing those contracts that you are
16 aware of now, and you say you're away of, fromthe

17 contracts that are being assessed here?

18 A | didn't mean to inply that |I'm now aware of

19 those specific references that you nade.

20 Q No. |'mtalking about the ones you said.

21 A But what | amaware of is there are contracts
22 that do exist around the country that tal k about periods of
23 time where there is a nonuniformcommtnment to delivery of
24  service.

25 Q So for exanple, if the Conpany's peak hour is

Litigation Services | 800-330-1112
www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG  DOCKET NO. 17-057-20 - 06/12/2018

© o0 ~N o o B~ O w NP

N D RN N NN PR R R R R R R R R
g A W N P O © 0O N O O N~ w N kB O

] . ] . Page 171
from6:00 a.m until 9:00 a.m, and in choosing its peaking

service contract let's say for that period of tine on a
desi gn peak day, you think that's different froma contract
by a conmpany who has specified the hours in which they need
to go above their contract limt?

MS. SCHMD: And | will qualify or request that
the question be amended to include if those are the only
facts he needs to make a determ nation and representation.

Q I think ny question was just -- the contracts
you' re tal king about are specifying the hours in which the
utility can exceed its existing contract limt, right?

A | don't want to incorrectly |eave the record
open to sonehow that these are directly conparable.
Because if they were, | would wonder why the Conpany itself
didn't provide this in evidence at an earlier point in
tine.

Q Do you agree with ne that M. Schwarzenbach in
his testinony notes Kern River, DEQP, Panhandl e Eastern
Pi pel i ne Conpany, Qulf Crossing Pipeline Conpany, Qulf
Sout h Pipeline Conpany, El Paso National Gas Conpany,
Equitrans LP and Gas Transm ssion Northwest LLC all are
pi pel i ne conpanies that offer this service?

A | don't recall that.

Q It's on page 21 of M. Schwarzenbach's direct

testinmony if you would like to | ook there.
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1 A | do recall himreciting two cases in mhf% ° e
2 there were simlar service, and | conmmented on those in ny
3 testinony as to why they were not directly conparable.

4 M5. SCHM D: Do you happen to have

5 M. Schwarzenbach's testinony in front of you?

6 THE WTNESS: | do not.

7 M5. SCHMD: My | approach and give hima

8 copy?

9 MR SABIN. | believe it's in that binder.

10 THE WTNESS: This is ny binder

11 CHAIl RMAN LEVAR:  Yes, Ms. Schm d

12 MS. SCHMD: | have the binder. Thank you. It
13  should be here. Could you please tell us what exhibit

14  nunber in the Dom nion book it is that you're referring to?
15 MR SABIN. | will do both of those for you.

16 M5. SCHM D:  Thank you.

17 MR SABIN. It's Exhibit 3.0 on

18 M. Schwarzenbach's direct testinmony and we're going to go
19 to page 21 and we're going to start on |line 434.

20 Q Wuld you like to read that to yourself. Do

21 you agree with ne that if you read that page and over to

22 the next page, the conmpanies | just sunmmarized are

23 conpanies that he represents offer this service?

24 A | believe this is exactly what | was referring
25 to, which is just an extension of the issue associated with
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el ectric generators, scheduling electric generators with

upstream pi pel i ne providers.

Q Isn't that what M. Schwarzenbach has said that
has resulted in a lot of this change in the market, the
requi renent of peak hour services is because you have
el ectric generators comng on that are unpredictable and
their usage is driving pipelines to require people to be
more even in their contract use?

A My recol | ection of the FERC proceeding was it
cane about as a fairly localized issue in the PKM which is
a conpetitive market on the East Coast and in the
Northeast. | don't recall it being particularly applicable
to other areas of the country.

Q ['I'l just point as an exanple on page 21,
Equitrans in their tariff filing for the right to provide
the service on line 44 says, in response to the increase in
natural gas consunption by the electric energy market as
wel | as existing custoner interest for firmhourly
flexibility and the ability to negotiate receipt and
delivery pressures, Equitrans is proposing a newtariff to
of fer these services, right?

A But fromthat -- it's an erroneous
extrapol ation to get to the point of LDCs entering into
peak hour services agreements as a result of that. It just

hasn't happened.
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1 Q | think we have a disagreenent about thaf?ggu%74
2 that's okay. 1'Il nmove on. | want to talk briefly about

3 you criticize M. Schwarzenbach because you claimthat Kern
4 Rver and DEQP, while they have expressed concern about the
5 Conpany's inbal anced usage, especially during those peak

6 hours of the day, that that really shouldn't matter, that

7 there is no reason the Conpany shoul d respond to that by

8 taking any action because those pipelines haven't done

9 anything to the Conpany yet. |Is that a fair summary of

10  your critique?

11 A | don't think so. [1'lIl stand by ny testinony
12 as filed.

13 Q Ckay. What I'mtrying to get at is -- let nme
14 just ask it this way. You haven't contacted Kern River,

15 have you, and net with anybody about their concern on this
16 point?

17 A | have not.

18 Q And you haven't contacted anybody at DEQP about
19 their concern?

20 A That's correct.

21 Q So you don't know what they're planning on

22 doing and how strenuously they're pushing this issue, do

23  you?

24 A QG her than the docunents that were provided by
25 the Conpany in its testinony and the responses it nade in
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di scovery, that's what it is based on

Q And you think it's prudent for the Conpany,
despite having received these communications fromtwo
pi pelines, that they should neverthel ess ignore those
concerns expressed by the pipelines and do nothing?

A | didn't say that. | don't believe | said that
inny testinony and I'mcertainly not saying that today.

Q Vel |, okay, fair enough. You would say that
t hey shouldn't pursue peak hour services even though these
pi pelines are concerned about that very issue?

M5. SCHMD: Objection. | think this question
has been asked and answered many ti nmes.

CHAIRVAN LEVAR: | think it's a little bit
different question than the one he just answered. | think
there is a difference.

MS. SCHM D: Could he please repeat the
question then?

MR SABIN. Sure. | wll repeat it.

Q Here is the point. | just asked you a few
m nutes ago what is your recommendation here. Your
recomendation is not to seek these contracts, right?

A That's correct.

Q So in response to these pipelines expressing
concern, you are at |east saying that doesn't warrant you,

t he Conpany, in going and getting these peak hour

Litigation Services | 800-330-1112
www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG  DOCKET NO. 17-057-20 - 06/12/2018

1 contracts, correct? rage =10
2 A You' re taking one itemout of context, where ny
3 testinony of course is accumulative with respect to ny

4 conclusions. |'ve said there is no actual history of any

5 operational or financial penalty as a result of any

6 comments that the pipelines have made to DEU and/or ot her

7 shippers.

8 Q | understand that. But you are saying that

9 even though these pipelines have expressed concern that the
10  Conpany shouldn't have to go and get peak hour services to
11  address those concerns?

12 MS. SCHM D Again, | object.

13 CHAI RMAN LEVAR:  Yes, | think at this point |I'm
14 going to sustain the objection.

15 MR SABIN. I'Il just go on record | don't

16 think he answered the question, but that's okay.

17 M5. SCHM D: Fortunately, counsel isn't under
18 oath, nor aml, so we get to be attorneys, not w tnesses.
19 MR. SABIN. That's okay.

20 Q | would like to talk about industry best

21 practices here for a nonent. You are not an expert in

22  design peak day nodeling, correct?

23 A | would agree with that characterization.

24 Q In fact, it's true, isn't it, that you haven't
25 done any design peak day nodeling in your career, correct?
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2 Q You have done design day peak nodeling?

3 A | have done forecasting nodeling in ny past. |
4 don't hold nyself out as an expert in that area.

5 Q You did forecasting, but you did forecasting

6 for design peak day purposes?

7 A The experience that | had nore specifically in
8 that area really was with regard to electric forecasting.
9 Q For design peak day, or not design peak day?
10 A It was capacity and | oad.

11 Q So not design peak day, correct?

12 A Well, in electric it's not a design peak day,
13 it's a design peak hour.

14 Q Thank you. Wuld you agree with me that there
15 isn't any one industry approach to determning the proper
16  design peak day cal cul ation?

17 A At a mcrolevel | certainly would agree with
18 that.

19 Q Wul d you agree with me that as we go out into
20 the world of utility operations that you' re not aware of
21 any industry body or case or order that requires that

22  design peak day anal yses be done in a particular nanner?
23 A That's correct.

24 Q Gt her than the AGA information that you nmay

25 have reviewed, ny understanding fromyour testimony is you
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didn't independently research how other LDCs determ ned

their design peak day demand anount ?

A That's not entirely correct. | didn't put this
in ny testinony, however ny consulting practice puts ne in
touch with gas LDCs around the country on a fairly
conti nuous basis.

Q | just mean for purposes --

A And | have researched in each and every one of
t hose cases over the |last couple of years since this natter
first came up here in Uah, and I've yet to find any
utility executive who has followed a simlar practice with
regard to his gas LDC conpany.

Q Whi ch simlar practice?

A The practice of acquiring peak hour services to
meet an hourly demand as differentiated from | ooking at
desi gn day requirenents.

Q | guess ny original question was did you for
your retention purposes in this nmatter, did you
I ndependent |y research how other LDCs are doing their
desi gn peak day anal yses?

| just answered that question.

Q I's the answer no because I'msorry if | mssed

A Vel l, since | became aware of this practice by

DEU | have in a nunber of occasi ons asked senior officers
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of other utilities if they were famliar with this practice

or enployed it thensel ves.

Q And you haven't included that in any of your
testi nmony here though?

A | have not.

Q Thank you. Were you here for
M. Schwarzenbach's and M. Mendenhal |'s testinmony?

A | was.

Q l"'msorry. M. Platt's and M. Mendenhal|l's
testi nony, excuse ne.

A | was.

Q You in your testinony and your surrebutta
testimony refer to this 17 percent issue, you challenge the
Company by saying there is this 17 percent figure that you
say when you renove interruptible custoners that that
brings it down to 7 percent. |'mreferring specifically to
your surrebuttal at page 13 if you want to turn there.

A | am|ooking at it.

Q So you say -- the question here, M. Lubow, in
his direct testinmony, M. Platt provides the DEU anal ysis
of its alleged peak hour requirenents, it is represented as
being at |east 17 percent higher than the design peak day
flow. Based on this analysis, then concludes that the
required firm peaking services that are required for the

2017- 2018 heating season total to approxi mately 340, 375
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1 decathermper day. The question is is this analysis

2 credible.

3 Then further down on the page begi nning on |ine

4 342 you say, incomng to its determnation that this 17

5 percent differential exists during the time of the peak

6 hour, DEU has included interruptible customer volumes. |If

7 these interruptible customer volunmes are exclude, the

8 differential is reduced to 7 percent. Do you see that?

9 A | do.

10 Q Did you hear M. Mendenhall and M. Platt

11 indicate that the analysis you're doing here is not related

12 to the peak hour usage, but is related to the prior docket

13 and how the anount was to be allocated between

14  transportation customers?

15 A Well, that's a good question which of course

16 since | was here listening to M. Mendenhal |l earlier today,

17 | have refocussed on the underlying information that led to

18 that testinony. In looking at that it's become somewhat

19 confusing. So let ne tell you what | base ny testinony on

20 and see if that clears up the record somewhat.

21 In the 09 case M. Mendenhall was the only

22 witness in direct. Hs analysis was what he indicated

23 earlier when he took the stand in his prelimnary comments

24  and how he came to the 17 percent differential. The

25 exhibit that | included in nmy surrebuttal that references
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the 7 percent versus 17 percent wasn't really the only

response to discovery that al so makes that sanme adj ustment.
There were two other ones in the 09 case. OCS 4.07 and OCS
5.02.

['mnot trying to be argunentative, but |'m not
sure | can clearly state that | was wong or M. Mendenhal
was right and here is why. Because as | believe it was
M. Platt indicated, and | understand why there is sone
basis for doing so, but he included in the Lake Side
delivery at the contract |level without regard to the actua
delivery during the peak hour. The adjustnents that have
been nade in sone of these responses have to do with
Interruptible and Lake Side. Some of the other firm
custoners that have been included in his analysis | believe
they also, the large customers, if you use the contract
| evel or the level that they may have received delivery on
those dates, or at |east sone of them would have included
some interruptible as well as firm

So | thought about, well, it would be easy to
agree with M. Mendenhall that there is some basis to
believe that the 17 percent really is the nore accurate
anal ysis for purposes of the proceeding.

Q | think you heard here today M. Platt say that
that is not the sanme -- the analysis M. Mendenhall did in

the 09 proceeding had nothing to do with his own anal ysis?
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1 A | know he had a different period of anal 52?2. ol
2 | believe it's five years versus M. Mendenhal |'s which was
3 a shorter period.
4 Q | don't want to mnce words here or argue with
5 you, but M. Platt was saying the 17 percent cal cul ation
6 M. Mendenhall did in the 09 proceedi ng has nothing
7 whatsoever to do with what he did in his analysis. Do you
8 have any basis for disputing what M. Platt said earlier in
9 his testinmony?
10 A Wll, M. Platt's analysis as it exists in this
11  proceeding is exactly the same as what he put in the
12 rebuttal evidence in the 09 case.
13 Q Which is different than the anal ysis that
14 M. Mendenhal | did hinself, correct?
15 A He cones to the sane nunmber, but it's a
16 different analysis. If | had tine to look at it nore
17  thoroughly I mght be able to respond nore precisely about
18 it.
19 Q The Lake Side contract is a firmcontract,
20 isn't it?
21 A It is afirmcontract.
22 Q Do you know whet her or not the Conpany has ever
23  approached PacifiCorp to discuss the potential of a
24  negotiated solution with themto solve this issue?
25 A | do not.
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1 Q Let me ask you this. |f they have approZ% gd183

2 PacifiCorp and PacifiCorp sinply didn't respond to the

3 request, do you still think that's a viable option?

4 A Vell, of course, since | wasn't a party to that

5 negotiation, if it did occur, | have no idea what kind of

6 representation or incentive the Conpany m ght have made in

7 order to induce Lake Side or PacifiCorp to consider

8 altering its agreenent.

9 Q | think let me be clear. The Conpany reached
10 out to PacifiCorp, and PacifiCorp did not respond, did not
11  engage, did not want to discuss. How does that change --
12 that is not a viable option then, is it?

13 A Well, if that were part of the record evidence
14  as opposed to your asking me about this as a representation
15 of counsel, | mght be able to respond in a nore precise

16 way.

17 Q ["'monly including it because you said it in

18 your surrebuttal testinony. | don't recall ever getting a
19 question in discovery about the Conpany ever being asked to
20 disclose whether it had this kind of discussion and you're
21 assuming that it has not. |'masking you let's just assume
22 that took place and that there was no interest from

23 PacifiCorp's point of view That is not an option to

24  consider to solve this problemthat we're dealing with

25 today; isn't that true, if that were the case?
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1 A The question is an oversinplification, OfPage o
2 course. \Wen you look at -- and | have in nmy testinmony a
3 fair amount of discussion about the nature of the operation
4 of the Lake Side CGenerating facility. |It's not used as a
5 base load unit. If it were used as a base load unit |

6 mght be nore inclined to believe that they would be nuch

7 nore rigid about any kind of revision to their agreenent.

8 But it's an internediate load unit that has a quick start

9 capability. And so under the appropriate economc

10 circunstances | don't know why Pacifi Corp woul dn't consider
11 at least listening to some proposal fromthe Conpany.

12 Q We'll leave it there. Thank you.

13 CHAI RVAN LEVAR:  Does that concl ude your cross
14  exam nation?

15 MR SABIN.  Yes.

16 CHAI RVAN LEVAR: Wy don't we take a 10 minute
17 break and then we'll nove to redirect fromthe Division.

18 (O f the record.)

19 CHAI RMAN LEVAR:  We are on the record.

20 M. Snarr.

21 MR. SNARR: Yes, we would like to call on

22 behalf of the Ofice of Consuner Services Mchele Beck as a
23  witness.

24 CHAl RMVAN LEVAR: Ms. Beck, do you swear to tell
25 the truth?
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2 CHAI RMAN LEVAR:  Thank you.

3 DI RECT EXAM NATI ON

4 BY MR SNARR

5 Q Good afternoon. Wuld you pl ease state your

6 nane and business address and your role with the Ofice of
7  Consuner Services?

8 A Yes. M nanme is Mchele Beck. M business

9 address is 160 East 300 South, Salt Lake Gty. | am

10 director of the Ofice of Consuner Services.

11 Q In connection with those responsibilities did
12 you prepare and file direct testinmony on April 23, 2018 and
13 surrebuttal testinony on May 31, 2018 in this docket?

14 A Yes, | did.

15 Q Do you have any corrections to your testinony?
16 A No corrections.

17 Q If you were asked those sanme questions woul d
18 your answers be the sane today?

19 A Yes, they woul d.

20 M5. SCHM D: We would ask that those two

21  subm ssions of testinony be adnmtted as evidence on the

22 record.

23 CHAI RVAN LEVAR | f any party objects please
24 indicate. |1'mnot seeing any objections, so the notion is
25 granted.
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Do you have a sunmmary of your testinony?

Yes, | do.

Wul d you pl ease present it?

> O > O

In this case | presented the Ofice's policy
recomendations and introduced our expert wtness

M. Jerome Merzwa, who will be appearing after me. The

O fice supports the process of evaluating prudence of these
two peak hour contracts in the separately schedul ed
proceedi ng, but al so recomnmends nore gui dance on how to
address simlar issues that may arise in future passthrough
docket s.

The O fice's position is that while the Conpany
provi ded sone necessary evidence, it was inadequate for us
to reconmend that those | evel of peak hour contracts
presented in this proceeding is in the public interest.

Also, | noted that we would typically
anticipate a prudence case to include a nore robust cost
benefit analysis with acconpanying nodeling and sensitivity
anal ysi s.

In surrebuttal | replied to the lack of
response to our process reconmendations and provided a nore
detail ed reconmendation. | also noted that in ny view
Dom nion's response to the Division's question about
no-notice service was insufficient. |In addition to the

questions raised by the Division about no-notice service,
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1 the Ofice's evidence that Dom nion's design day forecast

2 overstates demands raises inportant questions about whether

3 custonmers are paying for nore resources than are necessary

4 toreliably serve their needs.

5 It is inmportant for the Conm ssion to require

6 these prudence related issues to be addressed within the

7 remainder of this passthrough proceeding even if it nay

8 necessitate any additional phase to this docket.

9 We have identified issues that go beyond the

10 scope of the current phase of the proceeding, and al so go

11  Dbeyond the issues that are usually reviewed in a standard

12 audit by the Division.

13 MR. SNARR: Thank you. Ms. Beck is available

14  for cross exam nation or questions fromthe Conmm ssion.

15 CHAI RVAN LEVAR:  Thank you. Ms. Schm d, do you

16 have any questions for M. Beck?

17 M5. SCHM D: No questions.

18 CHAI RVAN LEVAR  Thank you. M. Sabin.

19 MR SABIN. W do not.

20 CHAI RVAN LEVAR:  Conmi ssi oner Wi te.

21 COW SSI ONER WHI TE:  Yes. Thank you. That

22  suggestion about potentially other phase, can you provide

23 nore detail on what that would look like in terns of our

24  decision? Are you suggesting that we woul d suspend the

25 decision here and then further -- help me understand.
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THE WTNESS: No. In ny viewthis current

decision is are the peak hour contracts prudent. So you're
making a final determnation as to the rates associ at ed
with the peak hour contracts. But | note that this is a
subpart of a passthrough docket. | also noted in ny
testinmony that although what | think is the nost recent
passt hrough docket froma couple of years ago where the
Division indicated at the conpletion of its audit, the
Conmi ssi on cane back and said are you testifying -- maybe
['"mputting words in your mouth -- but that these rates are
just and reasonabl e and the expenses were prudently
incurred, and then the Division came back and said they
were. Well, nowwe're in the mddle of a passthrough
docket where | think outside the scope of this phase of the
proceedi ng sone issues of prudence has been raised. And in
order for the Conmi ssion to make a determ nation of
prudence sonething will have to happen. So perhaps it
woul d be sufficient inside of the Division's audit, that
they will do the work they need to do, or perhaps
addi tional work would be necessary. So what |'m asking for
I's a Comm ssion order that says these issues need to be
| ooked at inside the passthrough docket.

COW SSI ONER WHI TE:  Thank you. That's all the
questions | have.

CHAl RVAN LEVAR:  Comm ssi oner d arKk.
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1 COW SSI ONER CLARK: | have no questions.

2 Thanks for that clarification. |t helps nme too.

3 CHAI RVAN LEVAR: | have just a couple policy

4 |evel questions and also related to your comments that you

5 viewthe nodeling done by the Conpany is adequate to

6 establish prudence. 1'mgoing to stop pretending -- I've

7  been speaking hypothetically -- since we have anot her

8 analysis docket in front of us. How would you describe the

9 difference in the Public Service Commission's role in

10 evaluating a future resource division where the statute

11  says we nust find it's within the public interest

12 considering the statutory factors that are |listed versus a

13  backwards | ook like we are right now saying did the Uility

14 act in a prudent way, |ike a reasonable prudent utility

15 woul d have when they entered into these contracts. How

16 woul d you describe the difference between that one forward

17 look and that one backward | ook?

18 THE WTNESS: That's a very good question. |

19 do generally agree with the statenment that was nmade by

20 M. Mendenhall earlier in the hearing about doing it based

21  on what was known or shoul d have been known. In ny view

22 Dom nion took that too far because if know ng or shoul d

23  have known neans nobody has rai sed questions about our

24 nodel to date so that means we're right and there is no

25 reason we should have known we weren't. | feel |ike that
Litigation Services | 800-330-1112

www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG  DOCKET NO. 17-057-20 - 06/12/2018

Page 190

1 would wipe out a ot of issues of rate case after rate

2 case. So | feel that goes too far. But nonetheless, |

3 still support the underlying principle of that, which is

4 it's one thing if you re |ooking back and it's anot her

5 thing if you re |ooking forward. And to ne Uah |aw gives

6 utilities alot of flexibility that not all states have in

7 terns of if you don't want to take the risk of prudence,

8 cone in and ask. So to nme there is a lot of difference in

9 terns of who bears the risk because when a utility goes

10 ahead and engages in a contract, they're carrying the risk

11 that it will be found prudent, whereas here on the LNG one

12 they're coming and saying this one is big, we don't want to

13 carry the risk. | don't knowif the standard of prudence

14 is any different.

15 CHAI RVAN LEVAR: Let me ask a followup to that

16 then. |Is the level of rigor with regard to due diligence

17 any different with respect to a $2.4 mllion expense

18 conpared to an expense that's between $150 and $200

19 mllion?

20 THE WTNESS: Now, that | think is the case. A

21 large capital expenditure that's going be in rates for many

22 years | think deserves nore additional scrutiny.

23 CHAI RMAN LEVAR:  But your testinony in this

24  docket is that the nodeling that was done is inadequate for

25 a $2.4 nmillion -- well, actually you' re contesting just the
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2 THE WTNESS: If | can clarify. | did say in

3 that -- | cited the Conmission's order fromthe IRP and

4 said, well, thisisn't quite that circumstance. | think

5 that circunstance, specifically if LNG which is what the

6 Conmi ssion's order was, and | woul d assert also generically
7 into situations of a large capital investnments that we do

8 need a nmuch nore robust analysis. But back to the idea of
9 what should we have as peak hour, we don't think it was

10 sufficient -- it wasn't sufficient to convince us that all
11 of it was needed. Part of that is because we challenge the
12 design day forecast, and part of that is we don't think

13 that -- and these are things that our expert has raised, so
14  they would be subject to cross exam nation later. But we
15 don't think that the use of |ine pack was well enough

16 explained, and we just don't think that cost then that was
17  provided was very robust. |'mnot saying it needs to be on
18 the exact sane level, for exanple, an LNG plant.

19 apologize if I kind of inplied that.

20 CHAI RVAN LEVAR:  Thank you. Those are all of
21 ny questions. Thank you for your testinony today.

22 MR. SNARR. May Ms. Beck be excused?

23 CHAI RVAN LEVAR:  Yes.

24 THE WTNESS: Thank you for your

25 accommodati ons.
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CHAI RVAN LEVAR. W& will bring M. Lubow back.

You're still under oath. And we will continue with
Ms. Schmid's redirect.

M5. SCHM D: The Division has no redirect.

CHAI RVAN LEVAR:  Ckay. Let us try to refresh
our nenories a nonment while we go to our questions.

Conmi ssion O ark, do you have any questions for M. Lubow?

COW SSI ONER CLARK:  No questions.

CHAI RVAN LEVAR:  Conmi ssi oner Wi te.

COMM SSI ONER WHI TE:  Let me go back to the
I ssue of the current trends let's call it, how pipelines --
let's call it the concern | guess about utility pipelines
and | guess the messaging or signals that they're putting
forward to their shippers. The reason why | ask is |
recogni ze the Division has questions about the way to
approach these concerns, and certainly the inputs of the
model i ng that Dom nion has utilized. But you are a chief
operating officer of a pipeline and you're famliar with
the industry. |Is that a real concern right now?

THE WTNESS: O course in order to answer this
there are kind of interrelated subjects that cone up to
clear up the point. Pipelines are always concerned about
delivery to shippers on extrene peak days. However, as you
get to nore extrene tenperature you have less flexibility,

which is consistent with what the Conpany has been sayi ng.
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1 But in any event when you're |ooking at an annual pea

2 period that is not a design once in 50 year experience,

3 pipelines generally are not rigid about how they neet the

4 demand on their pipeline in the sense that they -- to the

5 extent that they can be flexible in neeting | oads at

6 particular delivery points or to shippers, they will be.

7 If thereis no flexibility on the systemto accomodat e,

8 then that's where they take a nore rigid position.

9 COW SSIONER WHITE: Is it safe to say -- |et
10 me back up. Do you have any reason to disagree that there
11 is an actual issue, a concern, that your real disagreenent
12 is with howit's approached or followed | guess?

13 THE WTNESS: It's really both. 1t's not as
14 rigid as the Conpany has represented in nmy opinion, or at
15 least as it comes across in the evidence now It is a
16 legitimate concern. It has cone up zero tines so far. So
17 a lot of the testinony tends to be hypothetically what nmay
18 happen going forward if in fact we hit a design peak day.
19 The experience is the pipeline fully subscribed, and if it
20 is what is the diversity of the shippers at the tinme of
21 nmeeting the |load during that day.
22 COW SSI ONER WHI TE: How woul d you respond |
23 guess to the nmessaging of these particular pipelines to
24 Domnion? | guess | put that in the context of the order
25  809.
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THE WTNESS: These are warnings that -- to put

it in the proper context, pipelines wuld always be warning
shippers at the tinme of peak periods on what |evel of range
of delivery they should expect to be provided. They woul d
have always said that. That has been true ten years ago.

COW SSI ONER WHI TE: | s there anything
significant about how electric utilities are utilizing gas
in relationship to renewabl es that woul d change things in
t he worl d?

THE WTNESS: It's made it nore conplex. [|'m
not so famliar with the market area here. It's not a
conpetitive market. |'mnot sure to what extent that
matters particularly. But the generation markets in the
East and the Northeast, there have been issues with the way
el ectric generators want to cycle their plants. And during
peaking periods it's led to problenms for the pipelines and
FERC has addressed those. But | don't think you can take
that and translate that to LDCs going out and securing peak
hour agreenents for increnmental capacity based on those
circunstances. It just hasn't happened.

COW SSI ONER WHI TE:  That you're aware of ?

THE WTNESS: That |'maware of, yes. You can
cite, and the Conmpany has, in nmy opinion not particularly
on point. |If you ask any utility executive running a gas

operation, because | have asked, are they | ooking at
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pl anning any differently today aside from peak day

pl anni ng, are they introduci ng peak hour planning into
their nodels. The answer is no.

COW SSIONER WHI TE:  That's all the questions
have. Thank you

CHAI RVAN LEVAR:  Thank you. | just have one
narrow question about your surrebuttal on page 6, just a
line in there. And | wll say first | recognize this is a
fairly mnor point in your testimony, but | just want to
clarify.

THE WTNESS: In the surrebuttal ?

CHAI RVAN LEVAR: In the surrebuttal, page 6.

THE WTNESS: |'mthere.

CHAI RVAN LEVAR: | don't believe |'mreading
anything confidential, so |'mjust going to read the
sentence, and soneone stop me, because it's not
highlighted. But lines 147 and 148, since DEQP is an
affiliate, this cost would be largely offset in
consol i dation of subsidiary financial results. Can you
explain that statement a little further?

THE W TNESS:  Yes.

CHAI RVAN LEVAR: | know it's a mnor point, but
I would I'i ke to know exactly what point you're making.

THE WTNESS: O course. Disallowances, if you

assune that DEU is the only entity and that there is no
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unregul ated affiliate, if there was a disallowance at the

utility level, all as equal, it would suffer the net tax
effect on that disallowance in its financial statements.
However, in this case you have two pipelines. One is an
unaffiliated third party and the other one is a sister

conpany. So in consolidation of what would occur -- let's

just say hypothetically if there was a mllion and a hal f

dol | ar disal | owance that was associated with DEQP, the
utilities and subsidiaries in the actual statenent would
showa mllion and a half dollar |loss net of tax in that
period, and DEQP woul d have the offside of that, the other
side of that, which would be a mllion and a half dollars
of net incone, net of tax. So in consolidation it would be

a wash. | have said it's not really quite a wash because

while there woul d be no substantial increnental costs being

incurred by DEQP for this particular service, there may be
sone. Does that hel p?

CHAI RVAN LEVAR:  Your testinony is there may be
increnental costs if DEQP needed to provide this service
that may go beyond that?

THE WTNESS: Intuitively you think not. There
really -- they haven't reconfigured -- intuitively, | think
their systemis substantially unchanged, and therefore |
come to the conclusion that there would not be any materi al

i ncrenental costs.
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1 CHAI RVAN LEVAR: | think just one point of

2 clarification. You' re not suggesting anything

3 inappropriate with respect to the procurenent process that

4  Domnion Energy Uah engaged in to acquire these?

5 THE WTNESS: Not at all. | was sinply making

6 an observation about what the financial effect of that

7 would likely be.

8 CHAI RMAN LEVAR:  Thank you. That's all ny

9 followup questions. Thank you for your testinony.

10 Ms. Schnmid.

11 M5. SCHMD: As its next witness the Division

12 would like to call M. Eric Oton.

13 CHAI RVAN LEVAR  Good afternoon, M. Oton. Do

14  you swear to tell the truth?

15 THE WTNESS: | do.

16 CHAI RVAN LEVAR:  Thank you.

17 DI RECT EXAM NATI ON

18 BY M. SCHM D

19 Q Good afternoon. Could you please state your

20 full nane, title, enployer, and business address for the

21  record?

22 A My nane is Eric Oton. |'ma technical

23 consultant. M business address and enpl oyer, Division of

24 Public Uilities at 160 East 300 South in Salt Lake.

25 Q Thank you. In connection with your enpl oyment
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at the Division have you participate on behalf of the

Division in this docket?

A | have.

Q In connection with that analysis that you
performed for the Division, did you cause and have filed
what has been premarked as DPU Exhibit 2.0-Direct in both
confidential and redacted formw th Exhibits 2.0-Direct
through 2.6-Direct. | believe that Exhibit 2.6-Direct was
provided in both confidential and redacted form Did you

prepare and cause to be filed that prefiled testinony?

A | did prepare it and have it filed.

Q Do you have any changes or corrections to that?
A | don't.

Q Simlarly, did you also prepare and cause to be

filed your prefiled surrebuttal testinony on May 31st of
this year, and that's premarked as DPU Exhi bit 2.0-SR?

A That's right, | did.

Q Do you have any changes or corrections to that?

A | do not.

Q Wth that do you adopt your prefiled direct and
surrebuttal testinony, along with acconpanying exhibits, as
your testinmony here today?

A | do.

M5. SCHMD: The Division would like to nove

for the adm ssion of DPU Exhibit 2.0-DIR wi th acconpanyi ng
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Exhibits 2.1 through 2.5, and then also the confidentia

and redacted version of Exhibit 2.6. And | did fail to
mention that his direct testinony was filed in redacted and
confidential form Then also we would like to nmove for the
adm ssion of DPU Exhibit 2.0, M. Oton's prefiled
surrebuttal testinmony with its acconpanying certificate of
servi ce.

CHAI RMAN LEVAR: If any party objects please
indicate to ne. |'mnot seeing any objection, so the
motion is granted.

Q Do you have a brief summary to give today?

A | do.

Q Pl ease proceed.

A Thank you. In ny research of this issue |
spent many hours with Conpany representatives, issued
several rounds of data requests, and researched both
Dom ni on Energy Questar Pipeline and Dom ni on Energy
Overthrust Pipelines tariffs. Fromthat | discovered that
t he Conpany downpl ayed the useful ness of current avenues
that were already avail able and instead persuaded Dom nion
Energy Questar Pipeline to initiate a newtariff to sign up
to that service and conmt prepaid funds to support it,
which if approved by this Conm ssion would create
unnecessary costs for ratepayers.

For this reason and those di scussed by ot her

Litigation Services | 800-330-1112
www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG  DOCKET NO. 17-057-20 - 06/12/2018

© o0 ~N o o B~ O w NP

N D RN N NN PR R R R R R R R R
g A W N P O © 0O N O O N~ w N kB O

o . ] Page 200
Di vi sion wtnesses the Conmpany should not be reinbursed for

peak hour service costs. That's all.
Q Thank you.

M5. SCHMD: M. Oton is now avail able for
cross exam nation questions and questions fromthe
Conmi ssi on.

CHAI RMAN LEVAR:  Thank you. M. Snarr, do you
have any questions for M. Oton?

MR SNARR: W have no questi ons.

CHAI RMAN LEVAR:  Thank you. M. Sabin.

MR. SABIN. No questions.

CHAI RVAN LEVAR:  Thank you. Conmi ssi oner
White, do you have any questions for M. Oton?

COW SSI ONER WHI TE:  Just one. | was wondering
if you have an opinion --- | had a couple questions for
M. Lubow addressing the question of whether there is
actually a potential concern putting aside the disagreenment
on how to address those concerns. Do you have an opi nion
as to whether or not the pipelines identified is a concern
that the Conpany needs to address?

THE WTNESS: | assume you're tal king about
tariff 809.

COW SSI ONER WHI TE: Wl |, that and al so |
guess the messaging that the two pipelines have provided to

Dom ni on.
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1 THE WTNESS: Thank you. |'mnot aware g?ge o
2 concerns that either Kern or Dom nion Energy Questar

3 Pipeline asked Dom nion Energy about. Fromny research

4 into the joint operating agreenent, it appears that the

5 nexus for the peak hour service was initiated by Dom nion
6 Energy Uah by the pipelines. So I'mnot sure what sort of
7 concerns we're really discussing.

8 COW SSIONER WHITE:  So let me put it a

9 different way. |Is it your testinony that there is not a
10 problemthat needs to be addressed by a sol ution?

11 THE WTNESS: There is not a problemby the

12 pipelines to address the solution, if that nmakes sense. Do
13 you want ne to el aborate?

14 COW SSI ONER WHI TE:  Yes, if you woul dn't m nd.
15 THE WTNESS: | would be happy to. It's been
16 mentioned a little while ago that the pipelines maybe

17  brought concerns to Dom nion Energy Utah about not being
18 able to neet their flow, the required pressures at certain
19 times of the day. Fromny research it |ooks |ike Dom nion
20 Energy Utah was the one that asked questions initially

21 saying we want to do this, how can you help us. And either
22 together or singularly Dom nion Energy cane up with the

23  peak hour service contracts. So is there a problen? |If

24 there is there is not one that can't be net already by

25 current tariff provisions, such as inbal ance provisions
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that require to be within plus or mnus 5 percent, any

shi pper plus or mnus 5 percent by the end of the nonth, or
ot her provisions |ike increasing pressure. Those sort of
he things are already in place.

COW SSI ONER WHI TE:  Thank you. That's all the
questions | have.

CHAI RVAN LEVAR:  Conmi ssi oner O ark.

COW SSI ONER CLARK:  You may have just answered
this question, but if you have anything nore to offer |
would like to hear it, and that is if you're the utility
and it's mnus 5 degrees and the wind is blow ng hard, what
woul d you do? | think the |ast answer that you gave woul d
be at least part of the explanation. But nore detail or is
there any other options? Wat flexibility does the conpany
have under its current arrangement as you understand it?

THE WTNESS: Thank you for that. | mentioned
this briefly in one of nmy testinmonies. But basically those
sort of things don't happen imediately, the 5 degrees, the
cold wind. W know those things are com ng. A prudent
utility would make plans ahead to increase their capacity,
to make other plans, online purchases, other purchases,
those sort of things to prepare for those events. So there
woul d be some preparation involved in that.

COW SSI ONER CLARK:  |If | can stop you, you say

purchases. \Wat would the nature of that purchase be?
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What kind of a purchase are you referring to there?

THE WTNESS: Well, they've done a couple tines
in the past that | assune they would do again. Those woul d
be purchasing gas on the narket with transportati on or
separately and pipe transportation separately, or they can
buy city gate purchases. They've done that in past as
wel |, nmeaning they buy the gas at the city gates already
transported. So those are some options.

COW SSI ONER CLARK: | didn't nmean to cut you
off in your answer. |s there anything else that you want
to say?

THE WTNESS: No, | think my mnd stopped.

COMWM SSI ONER CLARK: My mistake. Sorry. Thank
you for your answers.

THE W TNESS: Thank you

CHAI RVAN LEVAR: | think just a little bit nore
followup on that same line of question. Do you have any
di sagreenent with the discussion in the roomthis norning,
| assume you were here --

THE WTNESS: | was here.

CHAIl RMAN LEVAR: -- about the consequences of
| oss of pressure event as conpared to the consequences of
an electrical outage? Wth the answers you' ve just given,
where are your thoughts on that discussion we had on that

i ssue?
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THE WTNESS: |If there was a major issue, a

maj or outage, there would be problems that woul d take a
long tine to solve. That would be a major issue,
earthquake, sonme disruption of service. But | have no
reason to doubt the calculations of M. Platt and

M. Schwarzenbach that if it were to fall to those |evels
there would be problens. That's true. There would be. It
seenms to me that a prudent utility would nmake plans ahead
of time to nake sure that didn't happen, including
purchases and transportation contracts.

CHAl RMVAN LEVAR: Ckay. | think you answered
the question. Thank you, M. Oton. W appreciate your
t esti mony.

THE WTNESS: Thank you

CHAI RMAN LEVAR:  Ms. Schm d

M5. SCHMD: The Division would |ike to cal
its final witness M. Douglas Weelwight. Could he be
sworn?

CHAI RVAN LEVAR  Good aft er noon,

M. Wieelwight. Do you swear to tell the truth?

THE WTNESS: Yes, | do.

CHAI RVAN LEVAR:  Thank you.

DI RECT EXAM NATI ON
BY Ms. SCHM D
Q Good afternoon
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1 A Good afternoon. rage 2
2 Q Coul d you pl ease state your full name, title

3 enployer and business address for the record?

4 A My name is Douglas E. Wheelwight. I'ma

5 technical consultant with the Division of Public Uilities.
6 M address is 160 East 300 South in Salt Lake Gty.

7 Q I'n connection with your enploynent by the

8 Division have you participated on behalf of the Division in
9 this docket?

10 A Yes, | have.

11 Q Did you prepare and cause to be filed what has
12 been prenmarked for identification as DPU Exhibit 1.0-DIR in
13  both confidential and redacted form and then your

14  surrebuttal testinony premarked as DPU Exhibit 1.0-SR and
15 that is also filed in redacted and confidential forn?

16 A Yes, that's correct.

17 Q Do you have any changes or corrections?

18 A | have one correction. On the last page of ny
19 direct testinony, line 214 should read -- the question
20 shoul d read, what conclusions have you reached concerning
21 the peak hour contracts? The rest of that question to be
22  stricken.
23 Q Thank you. Wth that change do you adopt your
24 prefiled testinony as corrected today as your testinony
25 here today?
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A. Yes, | do.

M5. SCHMD: Wth that the Division would |ike
to request the adm ssion of DPR Exhibit 1.0-DIR in
confidential and redacted form DPU Exhibit 1.0-SR also in
confidential and redacted form

CHAI RVAN LEVAR: | f anyone objects to that
pl ease indicate to ne. |'mnot seeing any objection, so
the nmotion is granted.

M5. SCHM D:  Thank you.

Q M. Wheel wight, do you have a sunmary to

present today?

A | do.
Q Pl ease proceed.
A Thank you. Good afternoon, Conmmissioners. In

Docket 17-057-20 known as the 191 passthrough application,
t he Conmmi ssion approved the recomended changes to custoner
rates on an interimbasis and established a separate

ext ended schedule to allow parties additional time to
address concerns with the peak hour transportation
contracts. Since the concept of a peak hour contract was
originally presented, Division representatives have
participated in nunerous neetings and di scussions wth
Conpany representatives and have subm tted numerous data
requests to gain a better understanding of the purported

need for this type of service.
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1 In order to better understand these issues, the
2 Division hired Overland Consulting to help with the
3 analysis and provide industry perspectives related to these
4 issues. Representatives from Overland Consulting have
5 reviewed the testinony of Conpany w tnesses and have
6 submtted nunmerous data requests. M. Howard Lubow,
7 M. Frank Di Pal ma, and M. Kenneth Ditzel have each filed
8 direct and surrebuttal testinony and today have provided
9 summary comments of their individual findings.
10 Division wtnesses as well as the outside
11 consultants have identified specific areas of concern
12 relating to the underlying assunptions used by the Conpany
13 to calculate the peak day requirement and the purported
14  need for peak hour contracts. In summary, based on
15 significant concerns with the accuracy of Domi nion Energy's
16 underlying assunptions for defining its design nodels, the
17 Division remains unpersuaded that approval of the peak hour
18 contracts would be just, reasonable, and in the public
19 interest. The peak hour contracts appear to be an
20 expensive, unnecessary purchase to forestall a problemthat
21 may not exist and for which other solutions m ght be found.
22 And that concludes ny summary.
23 M5. SCHMD: M. Weelwight is now avail able
24  for cross exam nation questions and questions fromthe
25  Conmmi ssi on.
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CHAI RVAN LEVAR  Thank you. M. Snarr, Zﬁge o
questions?

MR. SNARR. W have no questions.

CHAI RVAN LEVAR:  Thank you. M. Sabin or
Ms. O ark?

MR. SABIN. No questions. Thank you.

CHAI RVAN LEVAR:  Conmi ssi oner Wi te.

COW SSI ONER WHI TE:  No questions. Thank you.

CHAI RVAN LEVAR:  Conmi ssion O ark.

COW SSI ONER CLARK:  Your | ast sentence
referred to a problemthat may not exist and other
solutions that mght be found. Mybe as a way to provoke
you to summarize a little further what you have provided in
your direct testinony, how would you enunerate the probl em
that does exist, or is there one that exists, and what
ot her sol utions ought to be enployed in lieu of the one the
Company enpl oyed?

THE WTNESS: One of the things that | believe
M. Lubow was tal king about is having the Conpany | ook nore
at demand response options. They haven't really addressed
that. They stated that they've talked with these
conpani es, but it was not well received. W don't know the
extent of what they were offering them |f soneone canme to
me and said we want to turn off your gas, | wouldn't be too

excited about that either. But | don't know if there were

Litigation Services | 800-330-1112
www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG  DOCKET NO. 17-057-20 - 06/12/2018

© o0 ~N o o B~ O w NP

N D RN N NN PR R R R R R R R R
g A W N P O © 0O N O O N~ w N kB O

. ] . . Page 209
econom c incentives offered. There has been no information

provided concerning that. | think there is maybe sone
ot her options that may be available to the Company instead
of just these contracts.

COW SSI ONER CLARK:  Regarding the first
question, to what degree are you persuaded there is a
problen? You say it may exist. |'mhoping you can put a
little finer point on that for us.

THE WTNESS: Let nme refer to some information
in my testinony concerning the degree of instances where
t he Conpany has actually gone over their contract limt.

MS. SCHMD: M. Weelwight, would you provide
a reference?

THE WTNESS: This is in nmy surrebutta
testimony beginning on line 39. This is information that
cane fromthe Conmpany's Exhibit 3.10. Wat |'ve done is
Isolated the information that was contained in their
exhibit to ook at the nunmber of tinmes where they've
actually gone over their contract limt during a heating
season. So if you look at beginning on line 40 | guess it
Is, it identifies each year of heating season the nmaxi num
fl ow amount, the total contract amount, and then the nunber
of instances that they've actually exceeded that contract
anmount. \hat that represents is that each instance where

It represents one hour where they've exceeded the contract
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[imt.

So if we ook at the 2016-2017 year there were
13 instances, or 13 hours where the Conpany exceeded the
contract limt during an entire heating season. Now t hat
13 hours spread out over an entire heating season is not an
extrenme occurrence of happening every single day. As the
Conpany would -- | think it's represented it's a very
frequent occurrence, they're constantly exceeding their
contract limts. So that puts some neat on the bone or the
nunber of tines. This is information presented by the
Conpany.

If you |l ook also at the prior years going back
to 2012-2013 there were 98 times or instances where the
Conpany had exceed the contract. So it doesn't appear to

be occurring nore frequently as has been represented by the

Conpany.

COW SSI ONER CLARK:  Thank you.

CHAI RVAN LEVAR:  Just a couple followup to
that. |s the question before us to evaluate the |ikelihood

of one of those 13 hours being a situation where the
pi pel i ne could not provide what was needed through its NNT
contracts?

THE WTNESS: No, | don't believe we're talking
about the no-notice contracts in this situation. As

M. Oton tal ked about the pipeline had the ability to flow
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plus or mnus 5 percent. So for these -- for exanple, in

2016-2017 13 hours, and those were not consecutive hours.
There may have been an hour here or an hour there during
the heating season. So the pipeline would be able to
fluctuate for an hour or two during those peak hour
demands.

CHAI RVAN LEVAR:  This isn't a followup, but a
separate question. Do you renenber M. Schwarzenbach's
testinmony this norning about the different ways in which a
utility using its no-notice contracts and its current firm
peak contracts?

THE W TNESS: Yes.

CHAI RMAN LEVAR: Do you believe that those uses
coul d suppl enent, or one coul d negate based on the
expl anation you heard this norning?

THE WTNESS: | think we need to do sone
further investigation into the amount of no-notice service.
One of the things we found out is, again, based on the
testinony today, it appears that no-notice service only
works if you've overnom nated and there is excess gas, but
they can't -- it won't if you' ve undernom nated. So |
think we need to do an eval uation and review t he anount of
no-notice service that's available, that's currently being
made avail abl e.

CHAI RVAN LEVAR:  One ot her question on a
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separate topic. Conmm ssioner Cark just asked you about

your statement with respect to other options, assumng the
need to address these other services, have you eval uated
the costs of other options and where those costs mght fall
In conparison to what is being spent on the two contracts
we're | ooking at in this docker?

THE WTNESS: |'ve |looked at that a little bit,
but | haven't done extensive research on that. Yes, | have
| ooked at that. | don't think the options have been fully
explored. | think, going back to this, we need to
understand the need of how nuch -- going back to the nodel,
and our witnesses identified specific concerns with that
model . So we don't really know how nmuch of a need there
really is on the system

CHAI RVAN LEVAR:  Thank you. | appreciate those
answers. Thank you for your testinony this afternoon.

Ms. Schm d, anything else fromthe Division?

M5. SCHMD: Nothing further fromthe Division.

CHAl RVAN LEVAR. M. Snarr.

MR. SNARR: Thank you. The Ofice would |ike
to call M. Jerome Merzwa as its next w tness.

CHAI RVWN LEVAR M. Merzwa, do you swear to
tell the truth?

THE WTNESS: | do.

CHAI RVAN LEVAR:  Thank you.
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1 DI RECT EXAM NATI ON rage eis
2 BY MR SNARR

3 Q Good afternoon

4 A CGood afternoon

5 Q Wul d you pl ease state your nane, and your

6 enploynent and your relationship with the Ofice of

7  Consuner Services?

8 A My name is Jerome D. Merzwa. |'ma principa
9 and vice president at Exeter Associates. | was engaged at
10 the Ofice to review the Conpany's design day and need for
11  peak hour services.

12 Q Thank you. Did you prepare direct testinony,
13 including two attached exhibits, and surrebuttal testinony,
14  including one attached exhibit in connection with this

15  proceedi ng?

16 A Yes, | did.

17 Q Do you have any corrections to any of those

18 exhibits today?

19 A | have two corrections to ny direct testinony.
20 Q Go ahead and provi de those.

21 A They are the sane correction. They can be

22 found on page 11, lines 239 and 240. On both of those

23 lines the date 1974 shoul d be changed to 2004.

24 Q Thank you. Wth those corrections, if we asked
25 the same questions would you provide the same answers
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1 t oday? Page 214
2 A Yes, | woul d.

3 Q Does your direct testinony contain a sunmary of
4 your experience as an expert?

5 A Yes, it does.

6 MR SNARR Wth that the Ofice would nove for
7 the adm ssion of M. Merzwa's exhibits, direct testinony
8 and two exhibits, surrebuttal testinony and one exhibit.

9 CHAI RVAN LEVAR: | f anyone objects to that

10 please indicate to ne. |'mnot seeing any objection, so
11 the notion is granted.

12 Q M. Merzwa, do you have a sunmary of your

13 testinony that you would like to present today?

14 A Yes, | have a brief summary of ny testinony.

15 Q Woul d you proceed?

16 A My testimony prinarily addresses the Conpany's
17 design day forecast. In ny direct testinony | noted that
18 the Conpany's current design day weather criteria, which
19 consisted of a data with 70 heating degree days, a maxi mum
20 wnd speed of 47 mles per hour, and an average w nd speed
21 of 26 mles per hour, were reasonable. | recomended that
22 the Conpany's design day maxi num w nd speed be revised to
23 17 mles per hour and the average w nd speed should be

24 revised to 9 mles per hour. In his rebuttal testinony

25 M. Landward agreed with these revised criteria.
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Wth respect to the Conpany's design day
forecasting nodel, | found that the Conpany design day
nmodel underestimated design day demands. | found that this

was |ikely because the nunmber of custoners served there was
not any independent variable included in the Conpany's
desi gn day forecasting nodel

In my direct testinony | presented a design day
forecast nodel which incorporated ny revised w nd speed
criteria, and found that the Conpany's design day forecast
was overstated by 126,206 decat herm

In ny surrebuttal testinony | revised ny
estimate to the extent to which the forecast was overstated
to 89,381. This adjustment was related to a revision to
the prior day demand i ndependent variable included in ny
design day forecast. This adjustment was a suggestion by
M. Landward in his rebuttal testinony.

Wth respect to the reasonabl eness of the
Conpany's firm peak hour service contracts, | found that
the Conmpany's claimneed for 350,000 decat herm per day of
these services was overstated. This is partially
attributable to the Conpany's overstated design day
forecast. | estimated the Conpany's clai mneed of 350,000
decat herm per day of peak hour service was overstated by
27,000 decatherm due to the Conmpany's overstated design day

forecast.
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As | explained in my surrebuttal testinony, the

Conpany shoul d have known that its design day forecast was
overstated at the time it entered into its peak hour
service contract.

| also found in determ ning need for peak hour
service the Conpany had not adequately accounted for system
line pack. In failing to fully account for line pack
overstated the need for peak hour service by an additiona
80, 000 decat herm per day. That concludes ny statenent.

Q Thank you

MR SNARR M. Merzwa is available for cross
exam nation or conm ssioner questions.

CHAI RVWN LEVAR:  Thank you, M. Snarr.
Ms. Schm d, do you have any questions for M. M erzwa?

MS. SCHMD: \Very few.

CROSS EXAM NATI ON

BY Ms. SCHM D

Q I's my understanding correct that you did not
have your own nodel, but you used the DEU nodel ?

A | used -- | explored ny own nodels and ended up
using the DEU nodel just for practical purposes for this
proceeding. As | suggested in ny testinony that nodel can
be approved by when | put sonething practical on the record
for this proceeding for forecast. | found out the node

with DEU and my revisions appear to be reasonable.
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1 Q DEU uses a negative 5 degrees Fahrenheitpgge o

2 well; is that correct?

3 A Yes, as one of their criteriain their

4  forecast.

5 Q But if we were to | ook at the col dest

6 tenperature over 30 years it would be a negative 4 rather

7 than a negative 5; is that right?

8 A That's correct.

9 Q G ven that based on the AGA survey 80 percent
10 of the utilities surveyed used the col dest tenperature over
11 the last 30 years, shouldn't DEU do the same?

12 A | woul d not oppose themusing mnus 4 as

13 opposed to mnus 5, but it's one degree.

14 Q Then let's turn to wind speed. In your

15 surrebuttal testinony you suggest the Conpany use a maxi mum
16 wi nd speed of 17 mles per hour and a nmean w nd speed of 9
17 mles per hour instead of the 47 and 26 mles per hour

18 respectively that the Conpany used; is that correct?

19 A That is correct.

20 Q Did your estimate of the 1,216.139 decatherm
21 take the changed w nd speeds into account?

22 A | just want to check that nunber.

23 Q Thank you. Pl ease do.

24 A Coul d you repeat that nunber?

25 Q 1, 216, 139.
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1 A Yes, those take in account ny reconnEndegaafn§18
2  speeds.

3 Q But don't you also state that you used the sane
4  prior day demand input that M. Landward used?

5 A Yes, | did.

6 Q So if he used nore or greater w nd speeds, the
7 nodel when you ran it it didn't account for that change in
8 proposed w nd speeds; is that correct?

9 A He didn't use those wind speeds on the prior

10 day.

11 Q Did you use your w nd speeds or his wind

12  speeds?

13 A | used his prior day demand nunber as a

14  variable input.

15 Q If that prior day nunber had been adjusted for
16  your proposed wind speed, wouldn't that have an effect on
17  prior day demand usage?

18 A O fhand | don't recall what he used for his

19 prior day wi nd speeds.
20 Q | have just a couple nore. These pertain to
21 the tenperature used. If | turnto M. Ditzel's testinony,
22 his direct at page 5, lines 119 through 121 -- |'Il just
23 read this to you. | can provide you with your own copy if
24 you would like. May | just read it?
25 A Just read it please.
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1 Q There he states, in the last 30 years, tﬁgge o

2 lowest nean daily tenmperature recorded for the Salt Lake

3 Region between Mnday to Thursday was 1.5 degrees

4  Fahrenheit or 6.5 degrees above the design peak day

5 tenperature assunption. Wuld you take it, subject to

6 check, that | read that correctly?

7 A Subj ect to check, yes.

8 Q Wiy didn't you use a 1.5 degrees?

9 A | felt that was rather warmand | believe the
10 Division's witness in the |ast 809 case thought that m nus
11 5 was acceptable. | did not change that given the history
12 -- if you look at table 1 on page 7, you'll see that -- 30
13 years is not a hard and fast nunber. It's used for a
14 guideline. These are estimates. So | stuck to the little
15 nore conservative nunber
16 Q So if I recall correctly, you along with
17 M. Lubow were witnesses in the 09 docket; is that correct?
18 A That is correct.

19 Q Do you recall that nuch of the Conpany's

20 substantive testinmony cane in in rebuttal, not with the
21 application?

22 A Yes, | do.

23 Q And with that timng would you agree that the
24  opportunity for analysis was nore limted than if the

25 information had been provided with the application?
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1 A There was nore time in this proceeding tgagg “<0
2 the anal ysis.

3 Q That was what | wanted to ask. Thank you very
4 much.

5 M5. SCHM D: Those are all ny questions.

6 CHAI RVAN LEVAR:  Thank you, Ms. Schmid.

7 M. Sabin and Ms. Cark

8 Ms. CLARK: | do have sone questions.

9 CROSS EXAM NATI ON

10 BY M5. CLARK:

11 Q Good afternoon. | want to draw your attention
12 -- | want to ask a few clarifying questions, but first |

13 would like to draw your attention to page 17 of your

14  testinmony. Beginning on line 374 you state,

15 M. Schwarzenbach states the firm peaking services are the
16 nost reliable and cost effective solutions based on this

17 evaluation. And | need to state, | take no issue with this
18 conclusion. Is it fair to say that while you do take issue
19 wth the level of contracting, you don't take issue wth

20 the fact that the Conpany has contracted for some peak hour
21  services?

22 A That is true.

23 Q Anot her point of clarification, when you were
24  speaking a noment ago with Ms. Schm d she was tal king about
25 your peak day forecast, your design peak day forecast. |
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. Page 221
wanted to clarify that your forecast was roughly 89, 00

decat herm bel ow the Conpany's projected 1.3 mllion
decatherm for that design peak day. Does that sound right

to you, subject to check?

A That is correct.

Q Then also | heard in your summary reference to
t he Conmpany's 350, 000 decat herm peak hour need. | wanted
to clarify that. | want to take you now to your
surrebuttal testimony if | could. | amon page 4 of 10. |

am | ooking at line 93 where you have identified that as

340, 000 --
A I'msorry. It should have been 304, 000.
Q Ckay. | wanted to make that clarification

Thank you. And then again for clarification on that sane
line you do the calculation, your calculation of peak hour

need woul d be 27,000 decat herm bel ow t hat ?

A That's correct.

Q And those are both a fraction, less than 10
percent ?

A It's around 10 percent.

Q It's alittle less, wouldn't you say?

A Yes, it's alittle |ess.

Q Fair enough. So when you're doing a design

peak day cal cul ation or forecast, you're not |ooking --

woul d you agree with me when | say you're not |ooking for
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1 an exact correct nunber, you're forecasting and you're

2 making your best estimate; is that fair?

3 A You are making your best estimate.

4 Q And you were here when M. Ditzel was exam ned

5 earlier today when he testified earlier today?

6 A Yes, | was.

7 Q And you woul dn't purport, would you, to have

8 the one true nunber that one could cone up with for a

9 design peak day forecast nunber, there are probably a

10 variety of nunbers or maybe a range of nunbers, woul d you

11  agree?

12 A | think my nunmber is a pretty reasonable

13  estinate.

14 Q So we'll assume that it is reasonable, but

15 would you --

16 A Plus or mnus a few hundred or a thousand.

17 You're never going to hit it exactly.

18 Q You're never going to hit it exactly. |In fact,

19 the AGA survey showed 21 conpanies with 21 slightly

20 different, some nore dramatically, different approaches;

21 isn't that right?

22 A Yes, utilities use different approaches.

23 Q And those different approaches you woul d expect

24  mght come up with different nunbers?

25 A Yes, and | |ook at those all the tinme.
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1 Q Wul d you purport or argue today, or mouF3950523

2 testify today that any of those approaches are inprudent or

3 unreasonabl e?

4 A | would have to | ook at each individual one. |

5 can't say if one was inprudent or unreasonable just by the

6 AGA survey.

7 M5S. SCHMD: And | would object to this Iine of

8 questioning because it appears to be friendly cross, which

9 is not generally permtted by the Conm ssion.

10 CHAI RVAN LEVAR: Do you want to respond to the

11  objection?

12 M5 CLARK: Yes, | would. | think what we're

13 getting at here -- | don't purport to argue that it's

14 friendly or not friendly, it is clarifying and could be

15 perceived as unfriendly depending on how he answers. [|'m

16 really just trying to get to the bottomof it.

17 CHAI RVAN LEVAR: | think considering the nature

18 of his testinony that he has presented nodeling, that he

19 has testified to the reasonabl eness, and considering the

20 recommendations he's made in his testinmony, | think the

21 line of questioning is appropriate. So I'mwlling to

22 allow you to continue.

23 M5. CLARK: Thank you. And |I'm al nmost done. |

24  don't have much left.

25 Q So given that -- | think | heard you say a
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nonent ago there is sone range, and we can di sagree or

agree on what that range is, but you can come up with nore
t han one nunber that is a reasonable nunber for a design
peak day forecast. Did | hear you correctly?

A It depends on how far apart they are. |f you
see sonmething with 50 percent apart, something is wong
with one of those.

Q Sure. For exanple, again, |ooking at the AGA
survey there was at | east one company that used the col dest
temperature on record?

A Yes, but we don't know how | ong ago t hat
occurred or the forecast nodel that they used.

Q Fair enough. Fair enough. If you were to use
that nunber -- and |'mgoing to present for the sake of
this question that for Dom nion Energy Utah the | owest
tenperature on record is 11 degrees bel ow zero. That woul d
produce a lower result than what you saw with the Conpany's
forecast?

A It would produce a higher result than the
Company's forecast.

Q |'mso sorry. Lower tenperature, higher
result; that's correct?

A Yes.

Q And if you were to use the | owest actual w nd

speed, for exanple, | think we've already tal ked about that
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1 producing a higher forecast result? rage €25
2 A ['msorry. I'mnot followi ng you on that.

3 Q If the Conmpany were to use a higher wind speed
4 inits calculation as one of its criteria than what you

5 have recommended, for exanple, or even what the Conpany

6 recommended, speaking hypothetically, that woul d produce a
7 higher result?

8 A Yes, the higher the wind speed the higher the

9 projection.

10 Q So each of these criteria the Conpany

11 consi dered, and that you in your nodel considered, can nove
12 up and down dependi ng on how t he eval uati ng conpany chooses
13 to look at it?

14 A If you change the input, the final product

15  nunmber will change.

16 MS. CLARK: (Ckay. | don't have anything

17  further.

18 CHAI RVAN LEVAR:  Thank you. Before | go back
19 to any redirect, | do want to nmake one nore comment on your
20 previous objection. As |'ve thought about it | probably

21  shoul d have swapped the order of both w tness presentation
22 and cross examnation of Division and Ofice in this

23 hearing. |'mpast that point now, but | recognize it

24  probably woul d have been better to go in the other order

25 and | apol ogi ze for not recognizing that sooner in the
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1 hearing. Wth that, do you have any redirect for rage <28
2 M. Merzwa?

3 MR. SNARR: Yes, just a bit.

4 REDI RECT EXAM NATI ON

) BY MR SNARR:

6 Q M. Merzwa, you were here when M. Landward
7 testified that your design day nodel presentation resulted
8 in a reasonable result; is that correct?

9 A That's correct.

10 Q I's there any reason the custoners of this

11 systemshould have to pay for costs associated with a

12 different higher estimate of a design peak day?

13 A Not that |I'm aware of.

14 Q Thank you.

15 CHAI RVAN LEVAR:  Any recross from Ms. Schm d
16 first and then Ms. O ark?

17 MS. SCHMD: No recross.

18 CHAI RMAN LEVAR: M. O ark.

19 MS. CLARK: No. Thank you.

20 CHAI RVAN LEVAR:  Conmi ssioner Cark, do you
21  have any questions?

22 COW SSI ONER CLARK: M. Merzwa, fromthe

23 description of your background and your direct testinony
24 and fromwhat you said here, | think -- I"minferring that
25 you woul d have deep experience with design peak day
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1 nodeling, that you do it routinely. |Is that true orpﬁg$?227
2 THE WTNESS: Yes, it is true. | review on an
3 annual basis maybe between 12 and 15 design day forecasts a
4  year.

5 COW SSI ONER CLARK:  And you're critically

6 evaluating them when you do that, you're just not -- it's

7 not just light reading, it's you're examning themfor --

8 THE WTNESS: |'m exam ning themfor

9 reasonabl eness and proposing alternatives whenever | find
10 that to be appropriate.

11 COW SSI ONER CLARK:  Right. And so the nethod
12 that you exami ned here, the nodel, you accepted the

13 tenperature and the 20 year recurring value, | guess, or

14 the 20 year recurrence value, the mnus 5 degrees. | think
15 you accepted that as --

16 THE WTNESS: | accepted the minus 5 and |

17  shoul d have pointed out that there are two ways to | ook at
18 probability of occurrence. One is you count the nunber of
19 -- you exam ne the nunber of years that the event has

20 occurred and divide by the nunber of years. Another way is
21 to do a statistical analysis where you | ook at standard

22 deviations. The utilities use one or the other.

23 So while the design that Dominion is using is
24  when you go by absolute count is less than 1 in 30 years.
25 \Wen you |l ook at the statistical standard deviation nethod
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it's 1 in 20 years.

COW SSI ONER CLARK:  The way that the nodel
treated the wind data, is that -- you gave sone infornation
about HDD, EDD, EDD incorporating a simlar concept of the
w nd effect?

THE W TNESS: Yes.

COW SSI ONER CLARK: |s that a reasonable
approach or appropriate approach to consider not only the
tenperature on a design peak day, but the wind conditions
on that day?

THE WTNESS: Yes, it is reasonable to consider
both. Sonme utilities do use wind, others don't. | don't
know t he exact split, but it's probably close to 50/50 from
the conpanies that |'ve |ooked at. | can't coment on all
But sometimes wind just doesn't seemto play a big factor
in heating | oad, naybe because it's not that cold. For
what ever reason sometines the coefficient turns up the
negative, neaning the winder it is the |ess gas you use,
whi ch doesn't make any rational sense so you don't include
a variable in the nodel.

COW SSI ONER CLARK:  And your conclusion with
respect to the way it was dealt with in this nodel is fil
in the blank. How did you -- |I'masking you to sumrari ze
for us how you felt about or what your viewis.

THE WTNESS: | think the nodel that | proposed
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1 cones up to reasonabl eness of design day denand. |npﬁ38 °%
2 surrebuttal | took the three highest degrees of three

3 highest days -- or col dest days or highest days, and

4  conpared to what the actual versus projected forecast woul d
5 be and they were within two and a half percent.

6 COW SSI ONER CLARK:  \What page are you on

7 there?

8 THE WTNESS: Page 8 of ny surrebuttal. If you
9 look at the three col dest days.

10 COW SSI ONER CLARK:  And then the use of the

11 day before as the nodel enployed, is that also -- is that a
12 common technique? Prior day | think is the right

13  term nol ogy.

14 THE WTNESS: It's not common. | don't know if
15 I've run across it once or twice or not at all, but nore

16 frequently what is used is prior day tenperature which

17 corresponds to prior day load. Again, | don't know the

18 exact percentage, but it's not used by nost utilities, but
19 it's used -- | don't find it uncomon to be used.

20 COW SSI ONER CLARK:  Havi ng accepted these

21 general elenents of the analysis and using inputs that you
22 considered to be reasonable, you determ ned that the val ues
23 that you expressed on page 10 of your surrebuttal for peak
24  hour services or peak hour demand deficit I'Il call it.

25 Counsel for the conpany was asking you about the difference
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1  Dbetween your nodel result and the Conpany's. |Is thafage 250
2 reasonable difference? Is that in the zone of

3 reasonabl eness as you would interpret it? If your value is
4 in the zone, is the Conpany's val ue outside the zone?

5 THE W TNESS: Val ue for what?

6 COW SSI ONER CLARK:  I'msorry. |'mtalking

7 about the peak hour service requirenents.

8 THE WTNESS: No. The Conpany's nunber is

9 based on its design day forecast, which | found to be

10 unreasonable. The difference is not large, but | think

11 it's based on an unreasonabl e forecast and so | think

12 340,000 is unreasonably high. Plus, | do also recomend

13 adjustment for line pack. | don't believe the Conpany has
14  adequately explained why they are using 180,000 of Iine

15 pack, on systemline pack

16 COW SSI ONER CLARK:  Thank you. Those are al
17  my questions.

18 CHAI RVAN LEVAR: | think | may want to reask

19 his question in naybe a | ess sophisticated way. Qur job is
20 to -- we have to answer the question were the Uility's

21 action in 2017 prudent and reasonable. Wuld there have

22  been any apparent industry standard for nodeling on this

23 issue in 2017?

24 THE WTNESS: | can't speak to an industry

25 standard being published. But what | find is that when you
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| ook at the Utility's design day forecast they | ook to see

how accurate are we on the forecast on our col dest day.
And here the Conpany's forecasts were underestimated and
significant. So that should indicate a problemthat they
shoul d have been aware of | believe.

CHAI RVAN LEVAR:  Thank you. | appreciate the
answer. Conmi ssi oner Wite.

COW SSI ONER WHI TE:  Let ne ask you an even
| ess sophisticated question. |f | understand the Ofice's
testimony frankly it's essentially the Conpany has
prudently identified some type of need, it's just how big
that need is?

THE WTNESS. Yes, that's my testinony.

COW SSI ONER WHI TE:  And that's based upon the
questions about the design day forecast?

THE W TNESS: Design day and |ine pack.

COW SSI ONER WHI TE: Do you have any ot her
opinion as to other potential solutions or whether
utilizing this solution is something that's trending in the
I ndustry right now to address this?

THE WTNESS: | have seen no other gas utility
contracting for peak hour services. But some utilities
have on-system storage that they use to neet these peak
hours. But there has not -- | have not seen a novenent in

contracting for peak hour services.
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COW SSI ONER WHI TE:  But you don't take issue

with at |east -- based upon your analysis of the design day
or your forecast you don't take issue with that solution,
at least one of the contracts to address that?

THE WTNESS: That's true

COW SSIONER WHI TE:  That's all the questions
have. Thank you

CHAI RMAN LEVAR:  Thank you for your testinony
today. Any final matters before we adjourn this afternoon?

MR SABIN. None fromthe Conpany.

M5. SCHMD: Nor fromthe Division.

MR. SNARR. Nothing further fromthe Ofice
Thank you.

CHAI RVAN LEVAR:  Thank you for all of your
testimony and participation today. W wll take this under
advi sement and we will issue a witten order in a
reasonabl e time.

(The hearing concluded at 4:30 p.m)

Litigation Services | 800-330-1112
www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG  DOCKET NO. 17-057-20 - 06/12/2018

Page 233
CERTI FCATE

STATE OF UTAH )
COUNTY OF SALT LAKE )

I, Melinda J. Andersen, Certified Shorthand Reporter
and Notary Public in and for the County of Salt Lake and
State of Utah, do hereby certify:

That the foregoing proceedi ngs were taken before ne at
the tine and pl ace herein set forth, and were taken down by
me in shorthand and thereafter transcribed into typewitten
under ny direction and supervi si on:

That the foregoing 233 pages contain a true and
correct transcription of ny shorthand notes so taken.

W TNESS MY HAND and official seal at Salt Lake G ty,

Utah this 25th day of June, 2018.

/11,
]

Ve dof , Hwdldec

My Conmi ssi on Expires: Mel i nda J. Andersen, C.S R
February 10, 2022
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             1                        P R O C E E D I N G S



             2                CHAIRMAN LEVAR:  Good morning.  We're here for



             3    Public Service Commission Docket 17-057-20, the passthrough



             4    application of Dominion Energy Utah for an adjustment in



             5    rates and charges for natural gas service in Utah.  We have



             6    a hearing today on one portion of that passthrough



             7    application, to evaluate the prudence of the peak hour



             8    contract with Kern River and Dominion Energy Questar



             9    Pipeline.



            10                Why don't we start with appearances for the



            11    Utility.



            12                MR. SABIN:  Cameron Sabin from Stoel Reeves on



            13    behalf of the Company.  I'm here with Jenniffer Clark



            14    inhouse counsel for the Company as well as each of our



            15    witnesses, Kelly Mendenhall, David Landward, Mike Platt and



            16    William Schwarzenbach.



            17                CHAIRMAN LEVAR:  Thank you.  For the Division



            18    of Public Utilities.



            19                MS. SCHMID:  Good morning.  Patricia E. Schmid



            20    with the Utah Attorney General's office representing the



            21    Division of Public Utilities.  With me as our witnesses



            22    today we have Mr. Douglas Wheelwright, Mr. Eric Orton,



            23    Mr. Kenneth Ditzel, Mr. Frank DiPalma who the Commission



            24    kindly granted permission to appear by phone because he is



            25    ill, and finally Howard Lubow.
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             1                CHAIRMAN LEVAR:  Thank you.  Office of Consumer



             2    Services.



             3                MR. SNARR:  Yes.  My name is Steven Snarr.  I'm



             4    an assistant attorney general here on behalf of the Office



             5    of Consumer Services.  Assisting today as witnesses will be



             6    Jerome Mierzwa and Michele Beck.



             7                CHAIRMAN LEVAR:  Thank you.  Utah Association



             8    of Energy Users.



             9                MR. RUSSELL:  Yes.  Thank you.  Phillip Russell



            10    on behalf of UAE.  UAE does not have any witnesses to



            11    present.  I will note for the Commissioners' benefit based



            12    on the number of witnesses that are here and are



            13    testifying, I'm going to have to leave likely before this



            14    is over, but because we don't have any witnesses it



            15    shouldn't affect the schedule.  I may be able to come back



            16    before it's over depending on how long you all drag this



            17    out.



            18                CHAIRMAN LEVAR:  Thank you, Mr. Russell.  Any



            19    other preliminary matters before we go to the Utility's



            20    witnesses?



            21                MR. SABIN:  I don't think so.



            22                CHAIRMAN LEVAR:  Okay.  Mr. Sabin.



            23                MR. SABIN:  The Company would first call



            24    Mr. Kelly Mendenhall.  Ms. Clark is going to handle that.



            25                CHAIRMAN LEVAR:  Good morning, Mr. Mendenhall.
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             1    Do you swear to tell the truth?



             2                THE WITNESS:  I do.



             3                CHAIRMAN LEVAR:  Thank you.



             4                         DIRECT EXAMINATION



             5    BY MS. CLARK:



             6          Q.    Good morning.



             7          A.    Good morning.



             8          Q.    Would you please state your name and business



             9    address for the record?



            10          A.    Yes.  My name is Kelly Mendenhall.  My business



            11    address is 333 South State Street, Salt Lake City, Utah.



            12          Q.    What position do you hold with the Company?



            13          A.    I am the director of regulatory pricing for



            14    Dominion Energy of Utah.



            15          Q.    Mr. Mendenhall, did you file, prefile rebuttal



            16    testimony in this matter identified as Exhibit 4.0-R?



            17          A.    Yes, I did.



            18          Q.    And do you adopt that testimony as your



            19    testimony today?



            20          A.    I do.



            21                MS. CLARK:  The Company would move for the



            22    admission of Mr. Mendenhall's testimony prefiled DEU



            23    Exhibit 4.0-R.



            24                CHAIRMAN LEVAR:  If any party objects to that



            25    motion please indicate to me.  I'm not seeing any
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             1    objection, so the motion is granted.



             2                MS. CLARK:  Thank you.



             3          Q.    Mr. Mendenhall, would you please summarize your



             4    testimony today?



             5          A.    Sure.  I have a lot of technical expertise to



             6    add to the record in this docket, but I just want to



             7    briefly speak about process.  The Commission has been asked



             8    to determine whether the Company was prudent in acquiring



             9    firm peak hour contracts for Kern River and Dominion Energy



            10    Questar Pipeline.  My testimony cites Utah Code



            11    54-4-4(4)(a).  If you'll turn with me to page 3 of my



            12    testimony I quote this statute directly.  So in my rebuttal



            13    testimony on page 3, line 28, it reads, when the Commission



            14    is evaluating the prudence of an action taken by a public



            15    utility or an expense occurred by a public utility it



            16    should determine whether reasonable utility, knowing what



            17    the utility knew or reasonably should have known at the



            18    time of the action, would reasonably have incurred all or



            19    some portion of the expense in taking the same or some



            20    other prudent action.



            21                Since the decision to acquire the peak hour



            22    contracts was made in early 2017, the Company did not have



            23    all of the evidence and analysis that has been presented in



            24    this docket and Docket 17-057-09 when the Company made the



            25    decision to acquire the peak hour contracts.
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             1                In early 2017 there were three decisions the



             2    Company made that led to the procurement of these contracts



             3    and where I believe the prudency statute becomes



             4    applicable.



             5                The first decision point comes with the



             6    Company's calculation of the design peak day.  The



             7    calculation for the 2017-2018 winter heating season was



             8    performed in early 2017 in conjunction with the development



             9    of the Company's integrated resource plan.  The design day



            10    calculation is one of the most difficult and important



            11    calculations that the Company performs.  It is difficult



            12    because we are trying to predict the future and it is



            13    important because we rely on the peak day calculation to



            14    ensure safe and reliable service for our customers.



            15    Because of this the calculation is something we take



            16    seriously.  The design day calculation is the decision that



            17    has received the most criticism in this docket.



            18    Mr. Mierzwa, representing the Office of Consumer Services,



            19    has offered an alternative approach, which I believe



            20    supports the fact that the Company's approach was



            21    reasonable because the two calculations fall within a



            22    similar range.  The Division provided a lot of criticism



            23    about the Company's model and why it believes the



            24    calculation was overstated, but provided no alternative



            25    proposal for the Commission to consider as it makes its
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             1    prudency determination.



             2                The second decision point comes with the



             3    calculation of the Company's unsteady state model as



             4    explained by Mr. Platt.  Mr. Platt's model shows that



             5    during extreme cold weather conditions, there is not enough



             6    gas supply available to meet customer demands during the



             7    peak hour.  There are only three witnesses in this docket,



             8    Mr. Platt, Mr. Schwarzenbach, and Mr. DiPalma, who have the



             9    educational and technical expertise to effectively critique



            10    Mr. Platt's model.  The only criticism of Mr. Platt's model



            11    by these three experts is Mr. DiPalma's criticism that the



            12    design day calculation is overstated and that because



            13    Mr. Platt uses the design day calculation as an input in



            14    this model the Company's design peak hour calculation is



            15    also overstated.  If the Commission determines that the



            16    Company's design day calculation is reasonable and in the



            17    public interest then Mr. Platt's model must also be



            18    reasonable.



            19                The third decision point came after Mr. Platt



            20    determined there was a problem and Mr. Schwarzenbach sought



            21    a solution.  Ultimately it was determined that the peak



            22    hour services provided by Kern River and Dominion Energy



            23    Questar Pipeline would provide the reliability necessary in



            24    the most cost effective manner.  While other witnesses have



            25    offered other alternatives, the Company does not believe
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             1    these are viable solutions because they are either more



             2    expensive or unreliable.



             3                In order to fully address the prudency of the



             4    Company in this docket, the Commission will need to make



             5    determinations about each of these three decision points



             6    that I just mentioned.  There has been a lot of evidence



             7    provided in this docket that the Company did not have



             8    access to when it calculated the design day, developed its



             9    unsteady state model results and determined the peak hour



            10    contracts were the best solution.  That's why it is



            11    imperative that as the Commission makes its evaluation it



            12    consider what the Company knew or reasonably should have



            13    known at the time of the decision.



            14                I would also like to briefly address Ms. Beck.



            15    She points out in her surrebuttal that I didn't address her



            16    recommendation that this proceeding should result in



            17    general guidelines regarding the proper process for new



            18    issues that arise in future passthrough proceedings.  I'll



            19    take this opportunity to address her proposal.  She



            20    recommends that the Company be required in future



            21    passthrough applications to identify any new types of



            22    contracts or costs so that parties have the opportunity to



            23    request a separate schedule similar to how the peak hour



            24    contracts were treated in this docket.  The Company



            25    supports this recommendation and is happy to work with the
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             1    Office and the Division in the future to make any of these



             2    other process improvements to improve the regulatory



             3    process.  This concludes my summary.



             4          Q.    Mr. Mendenhall, as part of your involvement in



             5    this docket did you review the prefiled testimony of



             6    Mr. Lubow?



             7          A.    I did.



             8          Q.    Do you recall that he attached as Exhibit 5.1 a



             9    response to a data request that you prepared?



            10          A.    Yes.



            11          Q.    Would you like to clarify that response?



            12          A.    I would.  So perhaps we can turn to Mr. Lubow's



            13    testimony because I don't want to misquote him.  If we turn



            14    to Mr. Lubow's surrebuttal testimony and we turn to line



            15    342.  Line 342 it reads, he's talking about the data



            16    request that he attached.  However, in coming to its



            17    determination that this 17 percent differential exists



            18    during the time of the peak hour, DEU has included



            19    interruptible customer volumes.  If these interruptible



            20    customer volumes are excluded, the differential is reduced



            21    to 7 percent, itself representing that a 60 percent



            22    overstatement in firm peaking services needed.



            23                I just want to clarify what is in the data



            24    request versus what is in Mr. Platt's unsteady state model.



            25    There are really three numbers that we are talking about
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             1    here.  We have the 17 percent.  The 17 percent was taken



             2    from the last docket.  What I had done, as you recall the



             3    17-057-09 was a docket where we were discussing allocating



             4    some of these peak hour costs to transportation customers.



             5    So I had created an exhibit that showed the transportation



             6    customers peak hour usage versus their average daily usage.



             7    How I calculated that is I took the actual usage for those



             8    customers for the 2016-2017 heating season, just the



             9    transportation customers.  Later on in that proceeding, I



            10    believe it was the UAE asked me to remove the interruptible



            11    volumes, and when I removed the interruptible volumes I



            12    ended up with a 7 percent differential between the peak and



            13    the average.



            14                So how does that relate to Mr. Platt's unsteady



            15    state model.  Well, we're really comparing apples and



            16    oranges.  What Mr. Platt has done in his unsteady state



            17    model is he takes the last five years of meter reads for



            18    all customers.  I was just focussed on transportation



            19    customers.  He is including sales customers and



            20    transportation customers, but he's excluding interruptible



            21    volumes for both sales and interruptible customers.  So he



            22    takes the historical five years of data for all customers,



            23    all firm customers, and then he uses that to develop an



            24    estimate of what the usage will be on a design day.  So



            25    that's the difference between the two.
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             1                So I think Mr. Lubow is trying to draw a



             2    conclusion that because my two charts, the first one



             3    included interruptible volumes and the second one excluded



             4    them, that for some reason Mr. Platt was using that data.



             5    That's simply not the case.  It's incorrect.  There are two



             6    completely different analyses done on different sets of



             7    data.



             8                If you look at Mr. Mierzwa's testimony, he does



             9    kind of a back of the envelope calculation of Mr. Platt's



            10    model.  He notes that the mean difference is about 25



            11    percent.  So really completely unrelated to the 17 percent.



            12    The 17 percent was just an example I was trying to use to



            13    show that transportation customers used some of these



            14    services.



            15          Q.    Thank you, Mr. Mendenhall.



            16                MS. CLARK:  Mr. Mendenhall is now available for



            17    cross examination.



            18                CHAIRMAN LEVAR:  Thank you.  Ms. Schmid, do you



            19    have any questions for him?



            20                MS. SCHMID:  Yes, but could we have a brief one



            21    or two or three minute recess?



            22                CHAIRMAN LEVAR:  Certainly.  Any objection to



            23    that?  Why don't we take a --



            24                MS. SCHMID:  Or go off on the record for a



            25    couple of minutes.
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             1                CHAIRMAN LEVAR:  Yes, if you just need a



             2    moment.



             3                MS. SCHMID:  I do.



             4                CHAIRMAN LEVAR:  If you need more than that



             5    we'll just do a recess.



             6                MS. SCHMID:  Thank you.



             7                (Off the record.)



             8                MS. SCHMID:  Thank you.  The Division has no



             9    cross.



            10                CHAIRMAN LEVAR:  Okay.  Thank you.



            11    Commissioner Clark promised he would be less than a minute.



            12    So before we go to Mr. Snarr we'll wait.



            13                MS. SCHMID:  Commissioner Clark probably never



            14    had reason to believe that I would be so quick.



            15                CHAIRMAN LEVAR:  Mr. Snarr.



            16                MR. SNARR:  The Office has no cross



            17    examination.



            18                CHAIRMAN LEVAR:  Thank you.  Mr. Russell.



            19                MR. RUSSELL:  Likewise, UAE has no cross



            20    examination of this witness.



            21                CHAIRMAN LEVAR:  Thank you.  Commissioner



            22    White, do you have any questions for Mr. Mendenhall?



            23                COMMISSIONER WHITE:  No questions.  Thank you.



            24                CHAIRMAN LEVAR:  Commissioner Clark.



            25                COMMISSIONER CLARK:  Mr. Mendenhall, would you
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             1    review the second decision point that you mentioned in your



             2    summary?



             3                THE WITNESS:  Surely.  Thank you for the



             4    question.  The second decision point was the model, the



             5    unsteady state model that Mr. Platt created.  I basically



             6    summarized and said there are three people in this



             7    proceeding that I believe has the expertise to critique and



             8    review it, Mr. DiPalma, Mr. Schwarzenbach, and Mr. Platt.



             9    The only criticism that had been leveled against his model



            10    was the fact he used the design day calculation as an



            11    input.  Then I drew the conclusion that if the Commission



            12    finds the design day calculation just and reasonable, that



            13    the model should also be reasonable.



            14                COMMISSIONER CLARK:  So criticisms about the



            15    temperature at the peak hour or the wind speed or those



            16    aspects, those inputs, to the model you dismiss because of



            17    their source?



            18                THE WITNESS:  Those inputs go into the design



            19    day model.  If the Commission were to determine that those



            20    were just and reasonable or they weren't just and



            21    reasonable, then the design day model would be either



            22    accepted or adjusted, and that acceptance or adjusted would



            23    then flow into the peak hour model and essentially be



            24    corrected.  If the input is corrected then the model is



            25    correct.  That's kind of the conclusion I was drawing.
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             1                COMMISSIONER CLARK:  I see.  Thanks for



             2    clarifying that for me.  Those are all my question.



             3                CHAIRMAN LEVAR:  Thank you, Commissioner Clark.



             4    I have one question.  This is probably a question that's



             5    better for Mr. Schwarzenbach, but since you've given a high



             6    level summary of the decision process I want to see if you



             7    can talk about it too.  I'm speaking hypothetical.  If we



             8    were to approve the prudence of both of these contracts,



             9    would there be a continuing need for no-notice service from



            10    Kern River and DEQP?  Or to what extent would there be any



            11    continuing need?



            12                THE WITNESS:  I'm going to give the brief high



            13    level regulatory answer and then I will let him give a more



            14    technical answer.  But yes, because those services meet two



            15    different needs on our system I believe we can still need



            16    no-notice service in addition to the peak hour service.  I



            17    do know that he plans to address that in his summary.



            18                CHAIRMAN LEVAR:  Thank you.  I don't have



            19    anything else.  Thank you, Mr. Mendenhall.



            20                THE WITNESS:  Thank you.



            21                MR. SABIN:  The Company calls Mr. David



            22    Landward.



            23                CHAIRMAN LEVAR:  Mr. Landward, do you swear to



            24    tell the truth?



            25                THE WITNESS:  Yes, I do.
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             1                         DIRECT EXAMINATION



             2    BY MR. SABIN:



             3          Q.    Good morning, Mr. Landward.



             4          A.    Good morning.



             5          Q.    Could you state your full name for the record?



             6          A.    My name is David Christian Landward.



             7          Q.    And your business address?



             8          A.    My business address is 333 South State Street,



             9    Salt Lake City, Utah.



            10          Q.    Would you please provide your title and area of



            11    responsibility within the Company?



            12          A.    I am a regulatory analyst for Dominion Energy



            13    Utah.  My responsibilities include forecasting gas demand



            14    and customer growth, preparing the estimate of firm sales



            15    and transportation demand on a design peak day for the



            16    integrated resource plan, and providing analytical support



            17    to other department functions.



            18          Q.    Could you provide the Commission with your



            19    background, your education, and your experience?



            20          A.    Certainly.  I have a Bachelor of Science in



            21    Mathematics and a Master of Statistics from the University



            22    of Utah.  I've worked for Dominion Energy Utah for 23



            23    years.  I began working in regulatory affairs as an analyst



            24    in 2008.  Prior to that I worked as a computer programmer



            25    and systems analyst for the Company.  In that role I
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             1    provided technical support to the regulatory affairs



             2    department for a number of years, writing software to



             3    acquire, manage, and analyze data in support of regulatory



             4    functions.



             5                In the summer of last year I was given



             6    responsibility for estimating design peak day demand and



             7    took ownership of the Company's current model, one that was



             8    developed by my predecessor who had left the Company at



             9    that time.  Prior to that, my involvement in estimating



            10    design peak day demand was limited to consultation on



            11    general questions regarding modeling approaches.



            12          Q.    Thank you, Mr. Landward.  Did you submit in



            13    this docket both direct and rebuttal testimony?



            14          A.    Yes, I did.



            15          Q.    And I will just note that your direct testimony



            16    is Company Exhibit 1, or DEU Exhibit 1, and then your



            17    rebuttal testimony is DEU 1.1-R with exhibits to that 1.1-R



            18    and 1.2-R.  Is that accurate?



            19          A.    Yes, sir.



            20          Q.    Do you have any changes to that testimony?



            21          A.    I do not.



            22          Q.    Okay.  And do you adopt that testimony today?



            23          A.    Yes, I do.



            24                MR. SABIN:  The Company moves for the admission



            25    of Exhibits 1.0, 1.0-R, 1.1-R, and 1.2-R.
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             1                CHAIRMAN LEVAR:  If anyone objects to that



             2    motion please indicate to me.  I'm not seeing any



             3    objection, so the motion is granted.



             4                MR. SABIN:  Thank you.



             5          Q.    Mr. Landward, have you prepared a summary of



             6    your direct and rebuttal testimony in this matter?



             7          A.    Yes, I have.



             8          Q.    Would you please provide that to us?



             9          A.    Yes.  The purpose of my testimony in this



            10    docket is to explain how the Company currently estimates



            11    design peak day demand and to offer my assessments of that



            12    approach and the resulting estimated demand.  In addition I



            13    address concerns raised by the Office of Consumer Services



            14    and the Division of Public Utilities regarding the



            15    Company's assumptions for design peak day conditions and



            16    the Company's modeling approach.



            17                Design peak day planning is done to ensure that



            18    the Company is prepared to meet demand during an event of



            19    extremely low temperature.  My role in that process is to



            20    estimate gas demand for a complete 24-hour period when the



            21    mean temperature for that period is minus 5 degrees



            22    Fahrenheit, or 70 heating degree days, the Company's design



            23    peak day temperature.  The occurrence of this mean daily



            24    temperature or one below it is a design peak event.



            25                Obviously, there is a range of gas demand that
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             1    could be seen during a design peak day event.  This range



             2    is attributable to additional variables that affect demand



             3    to different degrees.  These include wind speed, the day of



             4    the week, winter holidays, and demand on the prior day.



             5    The Company seeks to establish the high end of that range



             6    and base its gas supply planning at that level.



             7    Incorporating these variables into its design peak day



             8    modeling allows the Company to isolate the effect of each



             9    on demand and then use assumed values for each to construct



            10    the high end scenario.  The choice of a high end, or worst



            11    case, scenario provides an inherent safety factor in the



            12    estimation and helps to ensure that adequate supply is



            13    available to meet all demand scenarios that fall within the



            14    range.



            15                Estimating design peak day demand is a



            16    challenging task, and it is not an exact science.



            17    Utilities employ various methods to derive an estimate,



            18    some more rigorous than others.  And there is not



            19    necessarily one established approach that is superior to



            20    all others.  Methods may differ with circumstances and



            21    foundational goals.  One reason for the inherent difficulty



            22    of this task is that any estimate is subject to error.  The



            23    estimate may be higher or lower than what may actually



            24    occur under assumed conditions because of the random



            25    elements that cannot be predicted.  Another challenge is
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             1    that because of the lower frequency of extreme cold events,



             2    the Company is estimating design peak day demand without



             3    the aid of recent observations of demand by today's



             4    customer base on such a day.  In a manner of speaking, the



             5    Company is aiming for a target that it cannot see, but that



             6    target exists nonetheless, and the Company cannot afford to



             7    miss low.



             8                To avoid missing low, the design peak day



             9    demand estimate in this case was calculated using an



            10    assumption of maximum wind speed observed across the winter



            11    months in a dataset extending back to 2004.  This was done



            12    independent of temperature.  Unfortunately, the Company



            13    lacks wind speed data for the dates on which many of the



            14    extreme low temperature occurrences are recorded.  In the



            15    absence of these data, I believe it was judicious of the



            16    Company to assume a worst case scenario because it has



            17    occurred during resent winter months.



            18                Shortly after I took responsibility for the



            19    estimation, questions were raised regarding the Company's



            20    selection of wind speed assumptions during the Kern River



            21    docket proceedings.  Other variables were not questioned at



            22    that time.  I undertook my own analysis of wind speeds in



            23    the Salt Lake Region relative to temperatures similar to



            24    that conducted by Mr. Jerome Mierzwa, the consultant



            25    retained by the Office.  My findings are consistent with
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             1    his.  And I am of the opinion going forward, the Company



             2    could consider reducing the wind speed assumptions for its



             3    design peak day estimate to the levels suggested by the



             4    Office in this docket.  But the Commission should recognize



             5    that doing so will reduce a portion of the safety margin



             6    deliberately built into the process by the Company.



             7                Mr. Mierzwa has also suggested alternations to



             8    the Company's current design peak day demand model and has



             9    used this alternative to estimate daily demand using a set



            10    of design peak day assumptions that includes his



            11    recommended wind speeds and a higher level of prior day



            12    demand that I have recommended in my rebuttal testimony.  I



            13    have evaluated this model and have found it to produce a



            14    reasonable estimate of design peak day demand with



            15    appropriate inputs.  That said, I believe that the demand



            16    number that the Company has calculated is also reasonable.



            17                To assess reasonability, I've estimated demand



            18    under rare low temperature events that are recorded in the



            19    Company's temperature history.  I've used Mr. Mierzwa's



            20    proposed model for this estimation.  I note that these



            21    events are even more extreme than what the Company



            22    explicitly plans for.  These serve as useful scenarios in



            23    understanding the gas demand levels reached should



            24    temperature conditions exceed those directly assumed for



            25    planning.  I recognize that all of these events are rare
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             1    with a low probability of occurrence, but that is the



             2    point.  We're trying to establish usage levels under



             3    extreme conditions that are infrequent but nonetheless a



             4    reality.  It should be noted that a design peak day event



             5    is the occurrence of a mean daily temperature at or below



             6    minus 5 degrees Fahrenheit.  While the Company estimates



             7    demand at a minus 5 degree level for design peak day



             8    planning, the occurrence of a design peak day event



             9    implicitly includes the possibility of a mean daily



            10    temperature that falls below that.



            11                I have not done this to advocate the selection



            12    of a design peak day temperature below the Company's



            13    current choice of minus 5 degrees Fahrenheit.  I believe



            14    that the Company's current design peak day temperature



            15    remains appropriate, and I am not recommending a change.



            16    Rather, I've calculated demand under these temperature



            17    assumptions to establish perspective and to aid in



            18    assessing whether the design peak day estimate in question



            19    exceeds even the most extreme case the Company's data show.



            20    This comparison was included in my rebuttal testimony.  And



            21    it leads me to the conclusion that the Company's current



            22    estimate, while based on wind speeds that could be relaxed



            23    going forward, is still within a range of possibility among



            24    the extreme events.  Therefore, in my opinion, decisions



            25    regarding firm peaking services were based upon a demand
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             1    level that can be reached.  Consequently, those decisions



             2    were reasonable and prudent.



             3                In addition to sharing the Office's concern



             4    over assumed wind speeds, the Division of Public Utilities



             5    has suggested that the Company analyze mean temperature



             6    data in the context of climate change and consider



             7    adjusting the design peak day temperature to a higher one.



             8    This is problematic for a number of reasons.  No one filing



             9    testimony in this docket, including myself, is qualified to



            10    make any scientific determination or inference regarding a



            11    permanent upward shift in the minimum mean temperatures



            12    that are possible along the Wasatch Front.  The Company is



            13    not aware of any definitive scientific consensus that the



            14    occurrence of extremely low temperatures observed in the



            15    past in the Salt Lake Region are no longer probable.  The



            16    Division has not offered any evidence to support the



            17    conclusion that a general warming trend precludes the



            18    possibility of extreme low or high temperature occurrences.



            19    Nor has the Division provided a proposal for a design peak



            20    day temperature that they believe would be an appropriate



            21    substitute for the Company's selection.  The simple



            22    regression analysis of mean temperatures relative to time



            23    offered by Mr. Ditzel in his surrebuttal testimony does not



            24    provide a reliable academic justification for the Company



            25    to conclude that it can now safely ignore the extreme low
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             1    temperatures that have been observed in past years.



             2                The Division further contends that the Company



             3    should determine the joint likelihood of all its design



             4    peak day conditions occurring simultaneously and select an



             5    alternate set of assumptions that are more likely to occur



             6    jointly.  This suggests that the Division fundamentally



             7    misunderstands what guides the Company's decision regarding



             8    design peak day assumptions.



             9                The Company's obligation is to ensure that its



            10    customers are provided with the firm gas service that they



            11    rely upon under all weather conditions.  To meet that



            12    obligation, the Company has calculated a mean daily



            13    temperature of minus 5 degrees Fahrenheit to base its



            14    design peak day planning upon.  An estimate of the highest



            15    level of daily gas demand that could be realized in that



            16    event is necessary to secure adequate gas supply to meet



            17    the full range of demand possibilities, thereby avoiding a



            18    supply shortfall at the worst possible time.  While the



            19    likelihood of all ancillary assumptions occurring



            20    simultaneously will be lower than the likelihood of the



            21    design day temperature occurrence alone, those assumptions



            22    nevertheless aid the Company in preparing to meet all



            23    demand levels that can be expected on a design peak day.



            24                The Division, however, is suggesting that an



            25    effective cost should be calculated and used as a basis for
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             1    decisions regarding design peak day assumptions, much like



             2    an actuarial evaluation of an insurance policy.  In other



             3    words, a probabilistic threshold that renders a cost



             4    justification should provide a basis for the Company's



             5    decisions regarding design peak day planning and



             6    assumptions.  The implication of this suggestion is that



             7    there exists an acceptable level of loss that could be



             8    sustained by the Company's customers should an event with a



             9    likelihood below that probability threshold actually occur.



            10    My charge is to provide an estimate of gas demand on a



            11    design peak day that encapsulates potential demand levels



            12    on that day so that has supply and engineering personnel



            13    can ensure safe and reliable service under those



            14    conditions.  The Company believes that is the appropriate



            15    foundation for decisions regarding design peak day



            16    planning.



            17          Q.    Thank you, Mr. Landward.  Does that conclude



            18    your summary?



            19          A.    Yes.



            20                MR. SABIN:  Mr. Landward is available for cross



            21    examination.



            22                CHAIRMAN LEVAR:  Thank you, Mr. Landward.



            23    Ms. Schmid, do you have any questions for Mr. Landward?



            24                MS. SCHMID:  Thank you.



            25    **
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             1                         CROSS EXAMINATION



             2    BY MS. SCHMID:



             3          Q.    Good morning.



             4          A.    Good morning.



             5          Q.    I will preface my questions with a comment that



             6    the Division of course desires reasonable service and



             7    reliable service.  However, there must be a cost benefit



             8    analysis I believe at some point or else we would all have



             9    redundant gas lines going to our house.  With that



            10    background, and the emphasis that yes the Division does



            11    want reliable service I'm going to launch into my



            12    questions.  What is HDD?



            13          A.    Heating degree days.



            14          Q.    Do you use HDD in your model as an input?



            15          A.    Yes.



            16          Q.    How many HDD terms do you use at the Company?



            17          A.    We apply the heating degree days and then we



            18    take an exponentiation of those, a squared term, a cube



            19    term, a term raised to the fourth power.



            20          Q.    So you use a total of four HDD?



            21          A.    I use a total of four terms based on one



            22    heating degree day level.



            23          Q.    Okay.  Thank you for that clarification.  Do



            24    other companies that you know of use four?



            25          A.    Four terms the way that this model does?
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             1          Q.    Yes.



             2          A.    Some may, some may not.  I haven't examined



             3    other companies' regression models to determine whether



             4    they do or don't.  It's a method to capture inherent



             5    nonlinear behavior that can exist in demand.  This is



             6    something that is done frequently in electric load



             7    forecasting.  It's called polynomial regression.  I first



             8    saw it in a conference in a workshop on electric load



             9    forecasting.  Energy demand, electricity or gas demand does



            10    not necessarily behave in a linear fashion across the full



            11    range of heating degree days.  Of course, as it grows



            12    exponentially that may decrease and then may grow again.



            13    Polynomial regression is a method so it can capture that



            14    inherent nonlinear address and render a more accurate



            15    estimate reducing variance.



            16          Q.    Do you recall Mr. Ditzel's testimony in which I



            17    believe he stated that it is uncommon, and I am



            18    paraphrasing -- that it is uncommon for companies to use --



            19    I'm going to call them HDD because it illustrates my lack



            20    of depth of knowledge on this subject.



            21          A.    I understand what you mean.



            22          Q.    Did you read his testimony where he said that



            23    it was uncommon that companies use four HDDs as I



            24    described?



            25          A.    I did read his testimony.  I don't necessarily
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             1    agree with that assessment.



             2          Q.    In connection with your employment at Dominion



             3    have you studied all the other companies?



             4          A.    No.



             5          Q.    Thank you.  In your summary you dismissed the



             6    Division's concern about the probability of all peak day



             7    assumptions when HDD days, et cetera, occurring



             8    simultaneously.  Is that a fair paraphrase of your



             9    position?



            10          A.    I don't know that I dismissed the concern.  But



            11    the simultaneous occurrence of all of these conditions



            12    occurring at once is not, one, likelihood for all of them



            13    together is not what guides the decisionmaking process



            14    about which conditions to include in an overall design day



            15    construction.



            16          Q.    If you will indulge me, were you able to



            17    determine the probability of all the design conditions



            18    occurring at once?



            19          A.    I have not been able to do that because I'm



            20    missing data points on the wind speed for the extreme cold



            21    temperature data points that exist within that dataset we



            22    would use to estimate or to calculate the design peak day



            23    temperature.  So I can't calculate a full joint



            24    probability.



            25          Q.    Because you don't have the data?
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             1          A.    Correct.



             2          Q.    Turning now to wind speed.  How does wind speed



             3    affect demand in the Company's model?



             4          A.    Wind speed is -- well, let me summarize it this



             5    way.  The harder the wind blows when it's cold, the more



             6    heat that escapes the home, and the colder it gets that



             7    effect of wind speed intensifies.  There is a term called



             8    convection that explains it.  So the Company's regression



             9    model has been constructed to capture not only the effect



            10    of wind, but the changing effect of wind as temperature



            11    increases.  There are different ways to do that.  In some



            12    cases heating degree days can be calculated in a way that



            13    incorporates wind speed into the overall heating degree day



            14    number adjusted for wind.  Regression can be done on that.



            15    I've tried that.



            16                The approach that the Company uses is to



            17    include what is called an interaction term, one that



            18    interacts with the estimated effect of wind itself and



            19    allows for that effect to increase as the temperatures



            20    increase.



            21          Q.    If I may let's focus on what the Company does.



            22    So the Company includes two wind speeds in its design peak



            23    day assumptions; is that right?



            24          A.    That's right.



            25          Q.    Are you aware of other utilities or academic
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             1    studies that endorse, support, or use two wind speeds?



             2          A.    The maximum wind speed?



             3          Q.    Yes.



             4          A.    I'm not aware of any that use wind speeds like



             5    that.  I mean, that include both of those terms.  The



             6    purpose of the maximum --



             7          Q.    That answers my question.  I'm afraid that --



             8    not afraid.  I'm trying to help ensure that we finish



             9    today.  So I will limit my cross questions and hopefully



            10    try and steer you towards just answering the question that



            11    I ask, although I know it is typical to want to say as much



            12    as possible.



            13          A.    I understand.



            14          Q.    Okay.



            15          A.    I'm not offended.



            16          Q.    Do you recall in Dominion's response to DPU



            17    data request 13.13 you answered that prior day maximum wind



            18    speed was assumed to be approximately 54 percent of design



            19    peak day wind speeds, or approximately 25 miles an hour,



            20    and that the mean wind speed was assumed to be



            21    approximately 55 percent of design peak day wind speed or



            22    approximately 14 miles an hour?



            23          A.    That sounds correct.



            24          Q.    I do have a copy of that if you need to refresh



            25    your recollection.
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             1          A.    I'll accept that.



             2          Q.    Thank you.  So you've read Mr. Ditzel's



             3    testimony, right?



             4          A.    Correct.



             5          Q.    Do you remember where he concluded that in



             6    replicating the Company's method there were absolute errors



             7    of 21 percent for mean wind speed and 38 percent for



             8    maximum wind speed?



             9          A.    In the construction of those prior day



            10    assumptions?



            11          Q.    Let's turn to his testimony if we may.  I think



            12    that would probably be more efficient than trying to have



            13    me paraphrase it.  Do you have his testimony in front of



            14    you?



            15          A.    I do, yes.



            16          Q.    Perfect.  If you could turn to his surrebuttal,



            17    I believe pages 13 and 14.



            18          A.    So it's not in direct?



            19          Q.    No, it's in his surrebuttal.  But you've read



            20    that?



            21          A.    I have, yes.



            22          Q.    So if we turn to lines 279, 280, 281 in that



            23    area -- I apologize.  This is in his direct.  I wrote it



            24    down wrong.



            25                MR. SABIN:  Could you repeat the lines one more
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             1    time?



             2                MS. SCHMID:  Yes.  I'm looking at pages 13 and



             3    14, but specifically I'm looking at line numbers 279



             4    through 281.



             5                THE WITNESS:  Okay.  I'm with you.



             6          Q.    Do you believe that the level of errors he



             7    found, 21 percent and 28 percent, are acceptable levels of



             8    error?



             9          A.    They are in my opinion.  I expect a high level



            10    of error in that.



            11          Q.    Turning to Mr. Mierzwa's modeling approach, you



            12    said in general terms his modeling approach was reasonable.



            13    Is that a fair representation of your general overall



            14    impression of his testimony?



            15          A.    Yes, it is.



            16          Q.    Mr. Mierzwa's modeling approach resulted in



            17    design peak day wind speeds of 17 miles per hour for a



            18    maximum speed and 9 for mean.  Does that sound about right?



            19          A.    Yes.



            20          Q.    Would using these wind speeds that are about 33



            21    percent lower than the ones you used, would that lower



            22    materially the Company's design peak day demand estimate?



            23          A.    It does lower the estimate, yes.



            24          Q.    Let's turn now to prior day demand.  I believe



            25    that Mr. Mierzwa excluded prior day demands in his model;
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             1    is that correct?



             2          A.    No, that's not correct.  He has included that



             3    variable.



             4          Q.    Scratch that question.



             5          A.    Okay.



             6          Q.    What is the lowest probability event that you



             7    think a prudent company would consider in its planning 1 in



             8    100 years, 1 in 1,000, 1 in 50, 1 in 10, 1 in 20?  Do you



             9    have any opinion on that?



            10          A.    The only opinion I can offer is I think the



            11    Company's wanting 20 year recurrence interval for these



            12    temperatures is appropriate.  There are others that may be



            13    appropriate.  I can't answer for other utilities.  What may



            14    be prudent for one utility may be different for another.



            15    It depends on foundational goals.  The Company's choice of



            16    1 in 20 recurrence and reliability is appropriate.



            17          Q.    When was the last time the Company had a minus



            18    5 degree Fahrenheit day, do you recall?



            19          A.    In December of 1990 temperatures approached



            20    that.  I think on a midnight to midnight basis the mean



            21    temperature was minus 4 degrees.  On a gas day basis 8:00



            22    a.m. to 8:00 a.m. I believe the data shows about 4.8



            23    degrees.



            24          Q.    Do you recall in your testimony though that you



            25    state it was I believe 1943, or 69 years ago -- sorry.
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             1    1949 when the Company had its last minus 5 degree day?



             2          A.    There was one that was lower than that I think



             3    in 1963.  I believe that was about minus 7.



             4          Q.    My mother was pregnant with me.  I'm sure she



             5    remembered that day well.  Let's talk about -- this is



             6    outside my box, but we're going to go here gently.  Let's



             7    talk about the difference between a model fit and its



             8    predicted accuracy.  Are you familiar with that form of



             9    analysis and critique?



            10          A.    Yes.



            11          Q.    Good.  Could you explain the difference?



            12          A.    Generally when you're talking about a model's



            13    fit you're looking at how well the variance is explained,



            14    and that can be measured in different numbers that we call



            15    coefficient of variation.  For example, you might have



            16    heard it called as an R-squared term.  Those are called



            17    goodness of fit statistics.  Accuracy -- there are other



            18    metrics to measure, accuracy, how well the model predicts



            19    data points that it's estimated upon.  Terms for those



            20    might be root-mean-squared error, a mean-absolute-percent



            21    error, Schwarz Bayesian Criterion.  There are a number --



            22          Q.    I'm sorry to break out in hives.



            23          A.    I'll stop.



            24          Q.    Is one way of determining how to test the



            25    predicted power of an estimated equation to use statis for
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             1    calibration and then data used to test the predicted power?



             2    So you use one to calibrate and I think one to test?



             3          A.    That's a common approach and there are various



             4    ways of doing that.



             5          Q.    If you don't use the calibration part, can you



             6    determine the predicted accuracy?



             7          A.    Well, the accuracy statistic that I mentioned,



             8    like the root-mean-squared, that is one way to measure the



             9    overall accuracy, how old is the model that you estimated



            10    predict all the data points that it was actually based



            11    upon.  You can go steps further by holding out data points



            12    using techniques like cross correlation analysis or hold



            13    out sample that is common and developing a forecasting



            14    model on a time and series data.  That's a good measure to



            15    determine if you can predict what hasn't happened yet, what



            16    the model hasn't seen yet.



            17          Q.    So does that give you an idea of the model fit?



            18          A.    It gives you -- no, it gives you a measurement



            19    of how well it predicts data points that it hasn't seen.



            20          Q.    If a model uses historical data and that model



            21    -- can a model that fits historical data well perform



            22    poorly when used for a prediction?



            23          A.    Well, good fit doesn't necessarily guarantee



            24    good accuracy.  Both assessments need to be made



            25    ultimately.
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             1          Q.    Can a statistician do something called



             2    overfitting?



             3          A.    Yes, that can be done.



             4          Q.    Can you give one or two sentences that talk



             5    about what overfitting is, if you can condense it that



             6    briefly?



             7          A.    If we talk about goodness of fit measurements,



             8    for example, the R-squared term.  Sometimes analysts may



             9    continue adding explanatory variables into a model to try



            10    to raise the R-squared value.  The higher the R-squared



            11    value the more the model explains variances observed and



            12    the dependent term.  The higher R-squared doesn't



            13    necessarily mean the predicted power increases along with



            14    it.



            15          Q.    Thank you.  Those are all my questions.  Thank



            16    you for your patience.  I obviously should have taken



            17    statistic courses in college and probably for the rest of



            18    my life.



            19          A.    They do cause hives.



            20          Q.    I did not know there were so many people who



            21    had a Master of Statistics degree until I started in this



            22    field.  Thank you very much for your answers.



            23                THE WITNESS:  Thank you.



            24                CHAIRMAN LEVAR:  Thank you.  Thank you,



            25    Ms. Schmid.  Mr. Snarr.
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             1                         CROSS EXAMINATION



             2    BY MR. SNARR:



             3          Q.    Good morning, Mr. Landward.  How are you?



             4          A.    Good morning.  I'm fine.  How are you, sir?



             5          Q.    Good.  I would like to direct your attention to



             6    your rebuttal testimony filed in May of 2018.  If you would



             7    turn to page 3, and I direct your attention to lines 44 and



             8    45.  There you indicate Mr. Mierzwa's approach is



             9    reasonable and provides an estimate of design peak day that



            10    is within an appropriate range; is that correct?



            11          A.    Yes, sir.



            12          Q.    Also, turning to page 15 of that same



            13    testimony, lines 296, 297.  You indicate Mr. Mierzwa's



            14    model is a reasonable alternative; is that correct?



            15          A.    Yes, sir.



            16          Q.    In contrast to those statements you indicate on



            17    page 8 of your rebuttal testimony, line 156, the Company's



            18    proposed peak day demand estimate falls at the higher end



            19    of what you refer to as a range of reasonableness; is that



            20    correct?



            21          A.    Yes.



            22          Q.    On the following page of your rebuttal



            23    testimony you indicate -- I think this captures again some



            24    of your comment from this morning, the Company must plan to



            25    maintain safe and reliable service to its customers, even
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             1    on the coldest days and during the most extreme weather



             2    events; is that correct?



             3          A.    Yes.



             4          Q.    Again, on page 9 of your rebuttal testimony you



             5    state that the Company believes it is prudent to use an



             6    estimate at the high end of a reasonable range to account



             7    for all the extreme outcomes that the Company could



             8    experience; is that correct?



             9          A.    Yes.



            10          Q.    Page 15, something similar at line 300.  You



            11    indicate your goal is to cover all possibilities to cover a



            12    shortfall; is that correct?



            13          A.    All possibilities in the context of the design



            14    peak day of minus 5 degrees.



            15          Q.    Turning to page 16, you indicate the Company's



            16    challenge is to estimate a demand level that will meet all



            17    of the demand possibilities should the daily mean



            18    temperature fall to the extreme low level that it has in



            19    the past.  That's just what you said a minute ago, right?



            20          A.    Yes.



            21          Q.    At the top of page 9 you characterize the



            22    Company's approach in determining the adequate resources to



            23    meet design peak day requirements as a conservative one; is



            24    that correct?



            25          A.    I'm sorry.  Which line are you referring to?
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             1          Q.    The top of page 9.  You talk about the



             2    Company's approach being a conservative one?



             3                MR. SABIN:  I just want to note that your page



             4    numbers don't match the witness' pages.  For some reason



             5    your page numbers you're citing are different.  The line



             6    number may be more productive.



             7          Q.    Well, I missed the line number on that one, but



             8    let's --



             9          A.    I do see the sentence that you're referring to.



            10          Q.    Okay.  You describe the Company's approach as a



            11    conservative one, right?  That's just a yes or no.



            12          A.    Conservative approach, yes.



            13          Q.    Thank you.  Today you talked about the



            14    Company's goals.  You've reaffirmed some of the comments



            15    that we've already readdressed here in cross examination.



            16    You have indicated the Company's goal is to try to avoid



            17    those extreme situations from ever occurring.  I believe



            18    you also talked about the level of reasonableness depends



            19    on the Company's goals.  Didn't you say that earlier today?



            20          A.    Yes.



            21          Q.    You also made a comment about insurance or an



            22    analogy to insurance I believe in your testimony this



            23    morning?



            24          A.    Right.



            25          Q.    Do you have automobile insurance?
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             1          A.    I do.



             2          Q.    Do you pay that regularly?



             3          A.    I do.



             4          Q.    Have you ever had the event that you've had to



             5    make a claim on your automobile insurance?



             6          A.    I have not.



             7          Q.    That's wonderful.  Other people may have



             8    actually had to make a claim on their automobile insurance.



             9    Is that fair to say?



            10          A.    Certainly.



            11          Q.    So as we pay for the insurance against the



            12    events, we hope that they're the least probable events, and



            13    in your life you've been able to escape any of those



            14    events, right?



            15          A.    In my adult life.  Let me clarify what I meant



            16    by that.



            17          Q.    I'll let it be clarified as you have suggested.



            18    My concern today is as customers of Dominion Energy, we're



            19    paying basically insurance premiums based upon your design



            20    day calculations to avoid the possibility of some



            21    disruption to service.  Is that a fair analog?



            22          A.    I don't know that it is.  I don't know that I



            23    can -- I think a better context is not an insurance policy,



            24    but emergency preparedness.  I have a fire extinguisher in



            25    my home.  I hope I never have to use it, but I want to have
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             1    it just in case.



             2          Q.    All right.  If I were to tell you I have six



             3    fire extinguishers in my home, would you suggest that I



             4    maybe over planned?



             5          A.    No, I think I would probably follow your



             6    example and think I might be a little short.



             7          Q.    I'm not sure I'm right.  Let's turn to the task



             8    of what the Public Service Commission has to undertake



             9    today.  The Public Service Commission then really probably



            10    is not charged with trying to determine how to save



            11    Dominion Energy from ever having an extreme event or an



            12    outage.  Do you agree with me?



            13          A.    When you say -- okay.  Having an extreme event,



            14    that's not something we can control.  We're planning for



            15    extreme events.  We don't want to have an outage when an



            16    extreme event occurs.



            17          Q.    I appreciate your clarification.  You're



            18    suggesting that your planning efforts is to never have an



            19    outage?



            20          A.    Right, that's correct.



            21          Q.    I want you to focus with me what the Public



            22    Service Commission's obligation might be, and that would be



            23    what is in the public interest.  I'm suggesting to you that



            24    it might be that we as a regulatory community here ensure



            25    that you're planning well, and if an outage occurs we've
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             1    planned well for the outage and we've saved enough money



             2    through the process that we can deal with the outage and we



             3    haven't overcharged the customers for the possibility that



             4    the outage will occur.  Do you understand my question?



             5          A.    I understand your question, but you're



             6    characterizing the losses -- I guess I'm not sure how



             7    you're characterizing the loss.  The greatest loss in the



             8    event of a system outage under extreme cold conditions is



             9    going to be to the customer base.  They're going to incur



            10    the loss.



            11          Q.    Have you had some customer base outages before?



            12          A.    We have.



            13          Q.    Have you made a calculation of the cost



            14    associated with one of those recent outages?



            15          A.    We have.



            16          Q.    What is the range of the cost associated with



            17    that outage?



            18          A.    I don't recall.  I would have to look up the



            19    number.  I don't recall off the top of my head.  It was



            20    substantial, I do know that.  And that was only 600



            21    customers in Coalville.



            22          Q.    And the question is whether or not we have



            23    collectively collected enough in rates to more than cover



            24    the costs you experienced in that outage in Coalville if we



            25    consider the past several years of time.  Do you understand
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             1    my question?



             2          A.    I understand your question.



             3          Q.    Let me return to a couple specific questions



             4    for you.  Isn't it true that with the inputs that have been



             5    provided into the Company's peak day demand forecasting



             6    model concerning the occurrence of extreme cold days, the



             7    occurrence of maximum wind speeds, and the occurrence of



             8    average wind speeds, that coincident with those days your



             9    model could be forecasting the peak design day that might



            10    never occur?



            11          A.    It could be that we're constructing a scenario



            12    that is highly unlikely.  I don't know that I would go so



            13    far as to say that it could never occur, because again I



            14    have some blind spots.  There are extreme cold days that I



            15    don't have observations on.  Now keep in mind, we're



            16    talking about a 24-hour gas day period.  It's not -- it's



            17    certainly plausible that strong winds could blow in an



            18    extreme cold front and during that early period of the



            19    24-hours those strong winds are taking a lot of heat out of



            20    the houses before that extreme cold settles in.  Could that



            21    happen?  Could it not happen?  I'm not a metrologist.



            22          Q.    I would like to follow-up from Ms. Schmid's



            23    questioning.  Do you have a sense of whether or not it's a



            24    1 in 1,000 event that you're planning on?



            25          A.    You're talking about the simultaneous







�

                                                                           45







             1    occurrence?



             2          Q.    Simultaneous occurrence on these things.  What



             3    is the possibility that they might all occur, come together



             4    in one event?



             5          A.    I don't know.  I don't know how I could



             6    characterize it in terms of a recurrence interval like



             7    you're asking.  It would certainly be rare, a low



             8    probability.  I can characterize it that way.



             9          Q.    Would you agree that the higher the peak design



            10    day the more cost the Company incurs to ensure that the



            11    system can meet that peak?



            12          A.    I think in general I can agree with that



            13    statement.



            14          Q.    You previously indicated that the cost



            15    associated with -- isn't it true the cost associated with



            16    the Company's actions to secure facilities and resources to



            17    meet its conservative design peak day that those planning



            18    -- the Company's actions and planning for resources and



            19    facilities result in certain costs and those costs are bore



            20    with the Company's ratepayers?



            21          A.    Yes.



            22          Q.    Isn't it true if we were looking at the



            23    facilities and resources necessary to meet Mr. Mierzwa's



            24    reasonable alternative design peak day that the cost would



            25    be less?
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             1          A.    Potentially, yes.  Let me rephrase that answer.



             2    I think that depends on what extent the difference between



             3    my peak day estimate and that of Mr. Mierzwa translates in



             4    a difference in peak hour service needs and what that means



             5    in terms of contracting.  A lowering of peak hour service



             6    needs that results from a lowering of design peak day



             7    estimates may not necessarily translate to a savings in



             8    cost of contracts to secure the peak hour services, the



             9    firm peak hour services that remain required.  But that's a



            10    contracting question.  I'm not able to answer contracting



            11    questions.  I think that's a better question for



            12    Mr. Schwarzenbach.



            13          Q.    We may ask him.



            14          A.    Fair enough.



            15          Q.    But would you agree that if we're shooting at a



            16    particular target for design peak day, and I'll describe



            17    the target as one that is being very conservative and it's



            18    a higher target than one we might call a reasonable



            19    alternative, that by shooting for a different target there



            20    might be different practices and different costs associated



            21    with aiming at one target versus the other?



            22          A.    Again, I guess I have to answer in the same



            23    way.  It depends on the extent of the difference.  There



            24    may be additional costs, there may not be.  I'm sorry.  I'm



            25    not trying to be evasive to your question.  I'm not
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             1    qualified to make -- I am under oath and I don't want to



             2    guess.  I'm not qualified to speak about contracting costs.



             3          Q.    Isn't it true from a cost perspective, from the



             4    customer's cost perspective point of view that paying for



             5    the costs associated with the reasonable approach might be



             6    better than paying more for a conservative approach



             7    designed to cover events that may not even occur?



             8          A.    Well, no, I don't necessarily agree with that.



             9    Because here is the inherent problem.  We're talking about



            10    an estimate for an event, a level of demand that we have



            11    not been able to observe with today's customer base.



            12    Nobody in this room knows what the right answer is.  When



            13    it occurs we'll have a better feel for how much gas we



            14    actually need, but right now we don't know.  But we've got



            15    to come up with a number and the cost of coming up with a



            16    number that's too low are too severe.  That's not a gamble



            17    that we can afford to take.



            18          Q.    Let me zero in on that.  The cost of --



            19          A.    To the customer, the cost sustained by the



            20    customer who lose service.



            21          Q.    But I think you said it was too severe and a



            22    gamble you didn't want to take.  And I took it that you



            23    were speaking on behalf of Dominion Energy and not the



            24    customers.  Am I incorrect?



            25          A.    Yes, you're incorrect.  Let me clarify what I
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             1    meant.  The cost to our customers who depend on that gas



             2    service is going to be too severe if they run out of gas



             3    when the temperatures are extremely cold.  They can't run



             4    their furnaces.  We're not talking about a power outage



             5    during a hot day when people can't run their air



             6    conditioners for a few hours during the middle of a hot



             7    summer day.  We're talking about gas service outage where



             8    company personnel have to go to every premise to which we



             9    serve gas and turn off the meter to make sure that there is



            10    no more gas flowing into that home.  It's a safety measure.



            11    And then they have to go back, they have to repressurize



            12    the system, and then they have to go back out and



            13    reinitiate the service to each one of those meters.  It



            14    could be hundreds, potentially thousands.  In the meantime



            15    they have no heat source.



            16          Q.    But the company would do that to make sure that



            17    the customers were safe?



            18          A.    Absolutely, sure.  It could take days,



            19    depending on the size of the outage it could take weeks.



            20    That can't happen.  That cannot happen.



            21          Q.    Were there any lives lost in the Coalville



            22    outage, most recent outage?



            23          A.    Not that I'm aware of.  I hope not.



            24          Q.    Good.



            25                MR. SNARR:  I have no other questions.
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             1                CHAIRMAN LEVAR:  Thank you, Mr. Snarr.



             2    Mr. Russell, do you have any questions for Mr. Landward?



             3                MR. RUSSELL:  No, thank you.



             4                CHAIRMAN LEVAR:  Any redirect?



             5                MR. SABIN:  Yes, please.



             6                        REDIRECT EXAMINATION



             7    BY MR. SABIN:



             8          Q.    Mr. Landward, I just have a few questions.  You



             9    were asked about the wind speed during the initial



            10    questioning and you were asked to explain a question and



            11    you were answering the question and you were cut off.  I'm



            12    wondering if you wanted to complete your answer to that



            13    question.  It had to do with why you think it's important



            14    to have two different wind speeds in your modeling if you



            15    recall.



            16          A.    Right.  I have do recall.  The primary wind



            17    speed term is the mean wind speed.  That's the term that is



            18    interacted with temperature to capture that changing effect



            19    of wind speed on demand as the temperature gets lower.  The



            20    maximum wind speed I assume was inserted into the model as



            21    a refinement.  I didn't develop the model.  I don't know



            22    what led my predecessor to add that variable.  I imagine



            23    because of his qualifications that he found that gave him a



            24    better fit, a better accuracy.



            25          Q.    Given that you've testified about the impact of
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             1    wind speed on the potential for temperatures to drop, or



             2    for the temperature to dissipate more quickly in a home, do



             3    you think it's important for those two wind speed data



             4    points to be included?



             5          A.    I think the more we can do to fine tune the



             6    effect of wind on demand the better.  Wind is a critical



             7    variable.  It's not one that should be left out of any



             8    modeling that is capturing or modeling daily demand.



             9          Q.    In your mind do you think it would be amiss if



            10    this model did not include some factor for wind speed?



            11          A.    Absolutely.  Wind speed has to be in the model.



            12    There is too much variance that's going to be left



            13    unexplained if we don't capture it.  And there is going to



            14    be a severe blast introduced and we run the risk of



            15    underestimating.



            16          Q.    Ms. Schmid asked you also about page 15 of



            17    Mr. Ditzel's testimony.  She showed you two lines of



            18    testimony from 280 to 282 range and asked you if you noted



            19    that there were some errors that he highlights or



            20    percentage of error that comes out of his analysis there.



            21    You responded that you would expect a high level of error



            22    in that analysis.  Can you explain why that would be the



            23    case?



            24          A.    That analysis was done in the context of a



            25    criticism of the construction of prior day demand
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             1    assumptions I believe.  Prior day demand is also an



             2    important variable in analyzing a time series of daily



             3    demands.  It's very common to do in this type of analysis.



             4    The model I've seen of demand, daily demand, even monthly



             5    demand, colleagues that I've spoken with, use that



             6    variable.  So to, again, gain accuracy and explain this no



             7    variance it's occurring in daily demand.



             8                I can't leave it out because, again, we're



             9    going to introduce greater variance in my estimate and



            10    apply it and potentially apply it because there is



            11    explanatory power in the inclusion of a prior day demand



            12    that can't be captured in other ways.  If I'm going to



            13    include it in my model, that means I have to provide some



            14    sort of an assumption for it when I use that model estimate



            15    design peak day demand.  There are any number of ways that



            16    that can be done.  It seems to me a very reasonable way to



            17    simply look at the relationship between the variables that



            18    I need to construct that prior day demand estimate as they



            19    relate in the same fashion as they relate.  For example,



            20    looking at temperatures on the coldest days and what



            21    temperatures proceed those.  Looking at wind speeds on the



            22    coldest days and what wind speeds proceed those and coming



            23    up with some type of an average.  There may be other ways



            24    to do it, but it seems to me that is as reasonable as any



            25    other.  Is there potential for a higher degree of
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             1    difference in variance?  Of course, there is.  Again, this



             2    isn't an exact science.  There are a lot of variations



             3    inherent in all of this, but by the end of the day I need



             4    to come up with an estimate.  And so I need to account for



             5    the variables that drive demand, have a big impact on



             6    demand, wind, prior day demand, in addition to temperature.



             7          Q.    Thank you.  Mr. Snarr pointed out that in your



             8    testimony at times you indicate that Mr. Mierzwa's analysis



             9    or his model or what he comes up with is in your mind



            10    within a reasonable range?



            11          A.    Yes, that's correct.



            12          Q.    Does that in your mind mean that the Company's



            13    approach is not reasonable?



            14          A.    No, not at all.



            15          Q.    So how in your mind can they both be



            16    reasonable?



            17          A.    Because they both fall within the realm of



            18    possibility.  I created the graph in my rebuttal testimony



            19    to add some perspective to that, to show where they fall in



            20    the context of demand under extreme events.  The Company's



            21    current design day estimate falls within that range at the



            22    highest end.  Mr. Mierzwa's falls within that range at the



            23    lower end.  So I conclude they're both reasonable.



            24          Q.    So why might the Company select toward the



            25    upper end of that range, maybe not the top, but why would
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             1    they be above the midline, for example?  Why would they



             2    want to be in the upper area when you're planning for your



             3    design day event?



             4          A.    Because there is a safety buffer in that event.



             5    There are eventualities that even with the best modeling we



             6    can't predict.  There is always an estimation there.  There



             7    is a random component that we can't predict.  We design our



             8    peak day demand estimate for minus 5 degrees.  The



             9    temperature could get colder than that.  It has in the



            10    past.  There could be severe temperatures back to back.



            11    There are things we are not explicitly planning for, but



            12    that can still occur.  If our final number is at the higher



            13    end of the possibilities, there is less risk of missing low



            14    because we're incapsulating more that is likely to occur.



            15          Q.    Is that what you meant in your opening



            16    statement when you were referring to margin or margin



            17    safety?



            18          A.    Yes, safety margin, the safety buffer.



            19          Q.    What do you mean by that?  Can you explain to



            20    the Commission what that concept is in your mind?



            21          A.    That concept in my mind is coverage for



            22    eventualities that weren't explicitly planned for.  For



            23    whatever reason gas demand may be higher than what we



            24    estimated it would be because of things that we didn't



            25    anticipate.
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             1          Q.    For example, if in your design day demand



             2    modeling you're planning for a minus 5 degree day, but it



             3    actually ends up being a minus 7 degree day like it was in



             4    1963, if that happened you're saying your model has built



             5    into it some flexibilities because there are things you



             6    might not be able to plan for, might not know will happen?



             7          A.    That is exactly right.



             8          Q.    Okay.  Would you characterize the Company's



             9    design day demand at the very top of what you would call



            10    the reasonable range?



            11          A.    No, I wouldn't put it at the very top or



            12    outside the top.  I would put it on the higher end.



            13          Q.    I am interested by Mr. Snarr's insurance



            14    scenario.  It occurred to me you're probably one of the few



            15    in the room that hasn't used your insurance as an adult.



            16    Why do you still pay for it?



            17          A.    Because there is always the chance that I'll



            18    need it.



            19          Q.    Even though there is no data point of you



            20    actually needing it during your adult life, you're still



            21    paying for it?



            22          A.    That's correct because I don't want be caught



            23    without it.



            24          Q.    Why is that?  Why wouldn't you want to be



            25    caught without it?
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             1          A.    Because I can't afford the loss.



             2          Q.    Thank you.  I wanted to focus in on you



             3    indicated there was this event in Coalville, and I think



             4    you indicated it affected about 600 homes?



             5          A.    Yes.



             6          Q.    Subject to check, if I represented that the



             7    cost per day of that was in the range of $100,000 per day,



             8    does that ring a bell for you?  Do you know anything about



             9    that?



            10          A.    Was that cost to the Company?



            11          Q.    That's a good question actually?



            12                MS. SCHMID:  Could counsel repeat the question?



            13                CHAIRMAN LEVAR:  That's a fair request.



            14                MR. SABIN:  Sorry, I wasn't listening.



            15                CHAIRMAN LEVAR:  She asked if you would repeat



            16    the question.



            17                MR. SABIN:  Yes.



            18                MS. SCHMID:  Thank you.



            19          Q.    So during your questioning it came up that



            20    there was this event in Coalville.  I think my notes



            21    indicate you referenced there were 600 homes affected --



            22          A.    Yes.



            23          Q.    -- approximately.  Let me just ask, do you have



            24    a sense for any of the magnitude of what that cost?  Do you



            25    know what it cost the Company, or do you know what it cost
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             1    the customers?



             2          A.    At one time I knew what it cost the Company.  I



             3    don't recall what the number is and I hesitate to guess.  I



             4    don't know what the cost was to the customers.



             5          Q.    Do you know whether -- do you know whether the



             6    Company went out to figure out how much it cost the



             7    customers?



             8          A.    I'm not aware of that.



             9          Q.    I think my follow-up question was does the



            10    $100,000 figure per day for the Company cost, is that in



            11    the range of what you one time knew or if you know?



            12          A.    That sounds familiar.  I hesitate to give a



            13    definitive answer, but I know the cost was quite



            14    significant to the Company just for the restoration



            15    efforts.



            16          Q.    I want you to follow-up on Mr. Snarr's question



            17    also about extreme cold event.



            18          A.    Yes.



            19          Q.    If a design day event of minus 5 degree



            20    occurred and there was extended outage for multiple days.



            21          A.    Yes.



            22          Q.    How would you characterize the damage or the



            23    risk that you see from that kind of event?



            24          A.    For several days I would characterize it as



            25    catastrophic.  Nobody can run their furnace during that
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             1    time until services are restored.  There is going to be



             2    property damage at a minimum, pipes are going to freeze,



             3    for vulnerable people there could be loss of life.  We



             4    assume that's going to happen during extended outage in



             5    extreme cold conditions.  Keeping in mind this is when the



             6    mean temperature for the day is minus 5 degrees or maybe



             7    lower.  The economic loss would be substantial.  People



             8    can't run businesses.  People can't work.  I don't ever



             9    want to have to find out what actually happens when gas



            10    service stops when it gets that cold.



            11          Q.    My final question is this, in your mind is



            12    there one right answer or one right way that you can think



            13    that the Company has to go about doing this design peak day



            14    demand analysis, or has the Company just settled on one of



            15    several ways that it could possibly be used?



            16          A.    The Company's is one way it could be used and



            17    there are a number of approaches that could be used.  I



            18    would never agree to one is superior to another.  Methods



            19    vary from company to company I'm sure.  Our approach has



            20    evolved over time as we collect more data points, as we



            21    learn what is being done in daily demand modeling.  But



            22    there is not one correct approach.  The right answer is the



            23    one that keeps the gas flowing when the temperatures are



            24    very, very, very cold.



            25          Q.    So why do you believe the modeling approach
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             1    that the Company uses is reasonable?



             2          A.    Because it's giving an answer that according to



             3    my estimate puts us in the range of protecting the



             4    customers under extreme conditions.  It gives us some



             5    safety cushion for eventualities that we plan for.



             6          Q.    Thank you, Mr. Landward.



             7                CHAIRMAN LEVAR:  Thank you.  Any recross,



             8    Ms. Schmid?



             9                MS. SCHMID:  Yes, please.  Just two questions



            10    if I may.



            11                         RECROSS EXAMINATION



            12    BY MS. SCHMID:



            13          Q.    In your redirect testimony you expanded on the



            14    importance of wind being included in the model and studies?



            15          A.    That's correct.



            16          Q.    Would it surprise you that out of the 21



            17    respondents in 2009 American Gas Association survey only



            18    two respondents explicitly included wind, and a third



            19    respondent implicitly included wind as an independent



            20    variable in their regression equations?



            21          A.    I have to -- well, that does surprise me.  I've



            22    reviewed the survey and --



            23          Q.    I just have one more.



            24                MR. SABIN:  Could he please be allowed to



            25    answer the question?  She's cutting him off.
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             1                THE WITNESS:  Well, what I want to say is --



             2                CHAIRMAN LEVAR:  Let me respond to the



             3    objection.  I think there is a legitimate argument that his



             4    answer yes it does surprise him is an answer, does answer



             5    the question.  However, I think when we're dealing with



             6    expert witnesses I tend to err on giving them a little more



             7    latitude to explain their answers.  So if he wants to give



             8    a little bit more explanation I think I will allow that.



             9                THE WITNESS:  The literature that I've reviewed



            10    on the subject recommends wind speed.  As long as I've been



            11    involved in looking at models of the Company wind speed has



            12    always been a factor to estimate peak demand.  I've



            13    estimated the model with and without wind speed, and



            14    variances introduced by excluding wind speed is significant



            15    and it fails to capture that effect of wind on demand as



            16    the temperature decreases.  It's not a variable that we can



            17    leave out.  I understand that the survey asks questions



            18    regarding both general sales forecasting and peak day



            19    forecasting.  It may be that some of those respondents were



            20    mixing their responses to the two.  But if any of those



            21    utilities were to consult me on best practices I would



            22    strongly recommend that they include wind speed in their



            23    models.  I would suggest that their models are



            24    underspecified, misspecified if they're leaving out wind.



            25          Q.    I have one more question, and I do apologize
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             1    for cutting you off.  This also requires a yes or no, but a



             2    further explanation would be most helpful.  So please feel



             3    free to do that.  Would it surprise you that only two of



             4    the 21 respondents in that survey mentioned using lag



             5    variables in their regression equation, with one using



             6    prior day send out, and one using prior day HDD count?



             7          A.    I think my response would be the same.  If



             8    they're not using it, they should be.



             9          Q.    Thank you very much.



            10                MS. SCHMID:  Those are all my recross



            11    questions.



            12                CHAIRMAN LEVAR:  Thank you.  Mr. Snarr, any



            13    recross?



            14                MR. SNARR:  Just a couple areas if I might.



            15                         RECROSS EXAMINATION



            16    BY MR. SNARR:



            17          Q.    Mr. Landward, let's go back to your insurance



            18    situation.  I'm impressed that you're accident free and



            19    you've been paying your premiums.  If the company came to



            20    you and said we're raising your premiums how would you



            21    feel?



            22          A.    I wouldn't be happy, but I wouldn't be inclined



            23    to discontinue my insurance.



            24          Q.    With respect to the target we're aiming at,



            25    design peak day, you've explained that you see at least two
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             1    alternatives that are reasonable and it's difficult to



             2    determine what might fall in that range of reasonableness.



             3    Could the Company be even more careful and more sure of its



             4    coverage for one of these extremely unlikely events by



             5    contracting for yet a third contract for peak day services?



             6          A.    Again, I'm not qualified to talk about



             7    contracting.  So I don't want to give you an inaccurate



             8    answer.  I think that's a better question for



             9    Mr. Schwarzenbach.



            10          Q.    Isn't it true that our efforts here in this



            11    proceeding is to find the best right answer that would



            12    cover the likelihood of those events?



            13          A.    I don't know that -- no, I don't agree with



            14    that.  I think the purpose of this proceeding is to



            15    determine what the estimate that the Company has based its



            16    finding on is a reasonable and prudent one.  We're not



            17    going to know what the right answer is until the event



            18    actually occurs.  None of us know what the right answer is.



            19    We can't possibly determine it.



            20          Q.    And yet the responsibility of this regulatory



            21    process is to pick a number, hope that it's right, and



            22    charge the customers an appropriate amount for that



            23    coverage; is that correct?



            24          A.    Right.



            25          Q.    Thank you.
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             1                CHAIRMAN LEVAR:  Thank you, Mr. Snarr.  I have



             2    a couple questions.  These questions do go beyond your



             3    testimony, but I think the issue has come up in both



             4    Mr. Snarr's cross and Mr. Sabin's redirect.  Do you know



             5    with the approximate 600 customers in Coalville how long it



             6    took to make the home visits and get their appliances and



             7    gas service reinstated for the approximate 600?



             8                THE WITNESS:  Unfortunately, Mr. Chairman, I do



             9    not.



            10                CHAIRMAN LEVAR:  You also may not be able to



            11    answer this question, but I'll ask it and if you don't tell



            12    me.  If there were a peak day event along the Wasatch Front



            13    and pressures were going to down to a concerning level,



            14    does the Utility have the operational flexibility to triage



            15    neighborhoods and say we're going to chose a couple



            16    neighborhoods where service is totally stopped to those to



            17    avoid losing pressure in other areas?  Is that a kind of



            18    choice that the Utility would be forced to make in that



            19    situation?



            20                THE WITNESS:  I understand that the tariff does



            21    define what I might characterize as a triage approach.  I



            22    can't speak to anymore detail that than because I'm not



            23    familiar with peak operational priorities that would be put



            24    into place to restore service.  Again, I don't mean to be



            25    evasive.
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             1                CHAIRMAN LEVAR:  It's beyond testimony.  You



             2    wouldn't be able to give an answer to say how long it would



             3    take to restore service to 1,000 versus 10,000 versus



             4    50,000 customers?  You wouldn't be able to give a rough



             5    estimate of time?



             6                THE WITNESS:  Outside the context of this



             7    proceeding I have tried to do an estimate of that.  I'm not



             8    sure I can recall the actual numbers, but I was doing an



             9    estimate on a widespread outage to hundreds of thousands of



            10    customers.  Generally speaking I think full restoration I



            11    estimated to probably take weeks.



            12                CHAIRMAN LEVAR:  That was a full restoration of



            13    a large scale Wasatch Front event?



            14                THE WITNESS:  Yes.  But a smaller outage I



            15    haven't analyzed it at that level.



            16                CHAIRMAN LEVAR:  Thank you.



            17                THE WITNESS:  Certainly.



            18                CHAIRMAN LEVAR:  Commissioner White, do you



            19    have any questions?



            20                COMMISSIONER WHITE:  Thank you.  Following up



            21    on that line of question and I recognize this isn't



            22    necessarily your direct testimony, but it's been discussed



            23    at some extent.  There has been discussion about costs and



            24    there has been discussion about potential harm to



            25    customers, loss of potential life, productivity, economic
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             1    loss.



             2                THE WITNESS:  Yes.



             3                COMMISSIONER WHITE:  You touched upon potential



             4    cost to the Company.  Help me understand a little bit more



             5    what that would look like.  Are you talking about potential



             6    liability or just cost to go out and have folks do



             7    restoration?  What is that?  What did you mean by that?



             8                THE WITNESS:  Cost to the company would include



             9    the cost of restoration of service, wages paid not only to



            10    company employees, but potentially employees from other



            11    utilities that are brought in to help.  There would be



            12    costs associated with lodging and food and transportation



            13    for all of the employees.  There would be costs -- there



            14    are probably a lot of other administrative costs that I



            15    can't detail off the top of my head.  I'm not an



            16    accountant.  I don't track those costs.  Those are what I



            17    am characterizing as costs to the Company.  There could



            18    also be liability certainly.  Again, I'm not a legal



            19    expert, but I can imagine that's in the realm of



            20    possibility.  But then I'm differentiating those from costs



            21    associated with loss on the customer side, economic loss,



            22    property damage, loss of life.  I'm quite certain costs on



            23    the customer side because of a widespread or prolonged



            24    outage would probably exceed those incurred by the Company



            25    to full restoration.







�

                                                                           65







             1                COMMISSIONER WHITE:  Let me ask you the



             2    following line of questions.



             3                THE WITNESS:  I'm sorry.  I said restore, I was



             4    talking about restore of services.



             5                COMMISSIONER WHITE:  I understood that.



             6    Following up on some of the questions from Ms. Schmid, this



             7    methodology, the analysis for peak day design, is there



             8    anything specific to Dominion Energy Utah service territory



             9    that led you to that or led the Company to choose that



            10    methodology?  Is here anything that is specific to the



            11    topography to differentiate other parts of the country?



            12                THE WITNESS:  No, nothing specific to this



            13    service territory in particular.  The variables that have



            14    been selected for modeling and for estimated demand are



            15    variables that are known generally, that establish



            16    generally to affect demand.  So the estimated effect on



            17    demand of those variables may differ from region to region,



            18    but the variables that we selected they affect demand in



            19    any case.  The degree of the effect may be different based



            20    on the data that is being estimated.



            21                These are variables that are noted in



            22    literature on estimated gas demand, they are variables that



            23    the Company has used for a very long time.  Other utilities



            24    may use a subset of variables.  There are variables that



            25    the Company isn't using that could perhaps be incorporated,
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             1    like wind direction.  Some companies may be even very



             2    vigorous and include things like gas price if they're



             3    looking at daily demand across a large spectrum of time.



             4    Humidity, that may not be -- that's probably a good



             5    example.  That may not be a highly significant factor in



             6    gas demands along the Wasatch Front, but it could have some



             7    effect, may have a much more pronounced effect in areas



             8    where humidity is much higher and intensifies the cold.



             9                As an analyst I'm always looking at how gas



            10    demand can be modeled and how I might be able to refine the



            11    model that I have stewardship for.  But there is nothing in



            12    the model that is specific to Utah or to Wyoming.



            13                COMMISSIONER WHITE:  Is this model consistent



            14    with -- are you aware of the consistency of this model of



            15    how peak day demand is modeled for Dominion's facilities in



            16    other states, for example, Ohio or West Virginia?



            17                THE WITNESS:  I believe Dominion East Ohio uses



            18    a similar approach, I'm speaking generally, using



            19    statistical regression methods.  Some of the other -- the



            20    West Virginia utility I think uses a slightly different



            21    approach, maybe more general correlation between



            22    temperature and peak demand.  I reviewed those once.  I



            23    don't recall the details of the models.  Both seemed fairly



            24    vigorous, maybe slightly different in nature.



            25                Again, as I said earlier there is not
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             1    necessarily one right way to do it.  I'm always interested



             2    to see how other utilities do it.  I have a lot of



             3    confidence in the way we're doing it because we're able to



             4    isolate the effect of all these different variables that I



             5    talked about and bring them to bear and reduce variance in



             6    estimation and construct a more precise design day



             7    criteria.  But I think -- that's probably a very long



             8    winded answer to a simple question.  But I think we are



             9    generally consistent in terms of the variables that we look



            10    at as the other utilities under the Dominion Energy



            11    umbrella.  They may use a subset.  They may have some



            12    variables that we're not looking at.



            13                COMMISSIONER WHITE:  I was just trying to maybe



            14    explore is this -- I guess it stems from the line of



            15    questions of other parties that this is something that may



            16    potentially be considered as a novel approach.  In your



            17    professional estimation is this something that is kind of



            18    on the cutting edge, or is this outside the typical norm



            19    with how gas distribution utilities model this, or is this



            20    something that is on the cutting edge?



            21                THE WITNESS:  No, I don't think this is novel



            22    at all.  A lot of utilities use this approach that we're



            23    calling regression analysis, statistical regression where



            24    we estimate demand on a dependent variable, which is gas



            25    demand, based on the isolated effects of number of
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             1    variables that affect it, temperature of course, wind



             2    speed, prior day demand, the day of the week, whether it's



             3    a holiday, a weekend.  So no, it's not novel.  It may



             4    differ in the compensation of variables incorporated into



             5    the model as some other utilities.  As I mentioned, some



             6    utilities may look at variables for explanation of demand



             7    that we're not using.  We may be using variables that other



             8    utilities are not.  It doesn't necessarily mean that we're



             9    right and they're wrong.  Good analysts are always looking



            10    what other analysts are doing to get ideas of how they



            11    might refine their own models.



            12                COMMISSIONER WHITE:  Is the simultaneous nature



            13    of using those variables is that common, or is that



            14    something you consider?  Is that typical utilities are



            15    utilizing for variables?



            16                THE WITNESS:  Okay.  Are you referring to



            17    simultaneous as to combination that we're using, wind speed



            18    and temperature and day of the week?



            19                COMMISSIONER WHITE:  Yes.



            20                THE WITNESS:  That I believe -- those are



            21    common variables in just general estimation of daily gas



            22    demand.  There is software that is written that we actually



            23    use within the company that uses those same variables.  The



            24    way they're used can differ, but those variables are all



            25    very common in trying to capture effects and what drives
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             1    daily demand.



             2                COMMISSIONER WHITE:  Thank you.  Those are all



             3    the questions I have.



             4                CHAIRMAN LEVAR:  Thank you.  Let's take a short



             5    break and then I believe Commission Clark has some



             6    questions.



             7                MR. SNARR:  May I have one follow-up question



             8    to something that was raised by Commissioner White?



             9                CHAIRMAN LEVAR:  I think we allow that.  We try



            10    to keep it rare, but why don't you go ahead.



            11                MR. SNARR:  Thank you.



            12                   RECROSS EXAMINATION (continued)



            13    BY MR. SNARR:



            14          Q.    Are you familiar with the Company's tariff on



            15    file for Utah service?



            16          A.    Yes.



            17          Q.    Are you familiar with the liability section



            18    wherein it states that the Company will endeavor at all



            19    times to provide steady and continuous service that will



            20    not be liable to the customer for failure, fluctuations, or



            21    interruption to service?



            22          A.    I'm not familiar with that section.



            23          Q.    Thank you.  That's section 7.02.



            24          A.    Thank you.



            25                MR. SNARR:  That's all I have.
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             1                CHAIRMAN LEVAR:  Thank you, Mr. Snarr.



             2    Commission Clark has some questions for you, but why don't



             3    we take a short break.  We'll reconvene at 10:45.



             4                (Off the record.)



             5                CHAIRMAN LEVAR:  We're back on the record.



             6    Commission Clark, do you have any questions for



             7    Mr. Landward?



             8                COMMISSIONER CLARK:  Thank you.  Good morning,



             9    Mr. Landward.



            10                THE WITNESS:  Good morning, sir.



            11                COMMISSIONER CLARK:  Regarding the design peak



            12    day modeling that is the subject of your testimony, why did



            13    you perform that modeling initially?  In other words, was



            14    it part of an annual or semi-annual process or was there



            15    some other driver for the work that you did here?



            16                THE WITNESS:  The modeling is done annually and



            17    the estimate to submit for use in the individual resource



            18    plan that is filed each year.



            19                COMMISSIONER CLARK:  If we were to look at the



            20    modeling that was done for the 2015-2016 heating season as



            21    opposed to this particular version, which is for 2016-2017,



            22    I believe.



            23          A.    Yes.



            24          Q.    Would we find that the method was the same?  In



            25    other words, the same consideration of 1 in 20 year
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             1    recurrence of temperature and wind treated the same way,



             2    non-holidays, all those features?



             3                THE WITNESS:  I believe so.  All those



             4    variables would have been used in the modeling.  In the



             5    2015-2016 peak season of course we were still using the 1



             6    in 20 year recurrence method to calculate the minus 5



             7    degree Fahrenheit.



             8                COMMISSIONER CLARK:  Did you use the same wind



             9    data point that you used in this modeling exercise?



            10                THE WITNESS:  I believe so, but I wasn't



            11    involved in the modeling.  I don't want to give a



            12    definitive yes because I'm not entirely sure as far as the



            13    wind data points.  I assume so, but I don't know for sure.



            14                COMMISSIONER CLARK:  I believe you mentioned in



            15    your testimony that the 1 in 20 year recurrence is a common



            16    temperature, common method of identifying the temperature



            17    that you would use in the modeling; is that correct?



            18                THE WITNESS:  Yes.  There has been reference in



            19    testimony in this hearing to a survey conducted by the



            20    American Gas Association, I believe it was in 2009, asking



            21    utilities among other things what method they used to



            22    design peak day temperature.  I believe 4 of the 13



            23    respondents that responded to that question use a



            24    recurrence interval.



            25                COMMISSIONER CLARK:  Regarding the use of
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             1    average wind speed and maximum wind gusts on a particular



             2    day, is that also part of the methodology that we would



             3    expect to find in literature that you referred to or



             4    commonly in use at other companies?



             5                THE WITNESS:  Certainly to be found in



             6    literature, at least that I've reviewed, the use of wind



             7    speed when estimating gas demand.



             8                COMMISSIONER CLARK:  Does the record contain



             9    any references to that literature?  If it doesn't could you



            10    provide them now to us?



            11                THE WITNESS:  There is a reference to that



            12    particular paper that I cite in building my rebuttal



            13    testimony.



            14                COMMISSIONER CLARK:  If it's not too



            15    inconvenient would you -- just to make sure I don't miss it



            16    and I can identify it later.



            17                THE WITNESS:  Commissioner, I have a copy of



            18    that particular paper if you would like me to provide it to



            19    you.



            20                COMMISSIONER CLARK:  Yes.  Let's start with the



            21    reference.



            22                THE WITNESS:  You'll see a reference to it on



            23    page 5 of my rebuttal testimony on line 87.



            24                COMMISSIONER CLARK:  Is that the mathematical



            25    model for natural gas forecasting?
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             1                THE WITNESS:  That's correct.



             2                COMMISSIONER CLARK:  There you're addressing



             3    prior day demand?



             4                THE WITNESS:  Yes.



             5                COMMISSIONER CLARK:  But I would also expect to



             6    find wind, maximum wind gusts and average wind speed.



             7                THE WITNESS:  You'll find references to this



             8    paper to wind in general as a variable.  This particular



             9    paper recommends one way to capture the effects of wind in



            10    modeling gas demand.  I believe this paper suggests an



            11    adjustment to heating degree days to capture the effect of



            12    wind.  That's one way to do it.  I've done it that way in



            13    the past.  That's different than what is done in the



            14    Company's model, but the Company's model as the paper



            15    suggests does treat the effect of wind.



            16                I want to emphasize that the effect of wind is



            17    not fixed, it changes, it increases as the temperature gets



            18    lower.  So the Company's model is constructed one way to



            19    capture that effect.



            20                COMMISSIONER CLARK:  Thank you.  When you were



            21    identifying or considering how you would capture that



            22    effect in this modeling exercise, you found that you didn't



            23    have data for some of the minus 5 degree days that you



            24    identified in the 90 year history or so of temperature that



            25    you examined; is that correct?
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             1                THE WITNESS:  That's right.



             2                COMMISSIONER CLARK:  For how many of those



             3    instances did you have wind data available?



             4                THE WITNESS:  I've been able to recover wind



             5    data on two of those instances, the occurrence of minus 4



             6    degree as a mean temperature in 1990 and one in 1963.



             7                COMMISSIONER CLARK:  And it was the -- the wind



             8    data associated with the 1990 event that you provided in



             9    your testimony; is that right?



            10                THE WITNESS:  You know, I don't recall if I



            11    actually -- did I provide wind speed for that particular



            12    data?  I don't recall.



            13                COMMISSIONER CLARK:  I'm looking at page 5 of



            14    your direct.  Maybe I misunderstood this table.



            15                THE WITNESS:  You're referring to the table



            16    beginning on line 90?



            17                COMMISSIONER CLARK:  Yes.



            18                THE WITNESS:  Yes, those are the wind speeds.



            19                COMMISSIONER CLARK:  June 6, 2017.



            20                THE WITNESS:  January 6, 2017.



            21                COMMISSIONER CLARK:  Right.  Pardon me.  That



            22    would make a big difference in January.



            23                THE WITNESS:  It does.



            24                COMMISSIONER CLARK:  But in the absence of that



            25    data, then you examined 14 years of wind speed data
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             1    specifically from --



             2                THE WITNESS:  2004.



             3                COMMISSIONER CLARK:  To 2017, right?



             4                THE WITNESS:  Right.



             5                COMMISSIONER CLARK:  If I understand it



             6    correctly, in that 14 year period you identified the winter



             7    day with the highest speed, average speed, and the highest



             8    maximum gusts; is that correct?



             9                THE WITNESS:  Right.



            10                COMMISSIONER CLARK:  And you assumed that event



            11    that had occurred a single time in 14 years happened on the



            12    day that the coldest temperature in 20 years occurred as



            13    well; is that right?



            14                THE WITNESS:  No.



            15                COMMISSIONER CLARK:  That's not correct?



            16                THE WITNESS:  That was not done with any



            17    correlation to temperature.  An examination of all the wind



            18    speed throughout the dataset was done, and the maximum mean



            19    wind speed for the day and maximum gusts for the days were



            20    extracted.  Those happened to be in the winter months.  So



            21    it was determined that those would be the assumptions for



            22    wind speed in the design day model.



            23                COMMISSIONER CLARK:  Okay.  But this design



            24    peak day model is examining the characteristics of a



            25    particular hypothetical day, right?
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             1                THE WITNESS:  The model is built on observed



             2    data, but its intended purpose is to estimate demand under



             3    extreme conditions.



             4                COMMISSIONER CLARK:  That's what I'm trying to



             5    determine.  If I'm understanding what the model is telling



             6    us, is it telling us that on a day when there is minus 5



             7    degrees and the wind is gusting at 47 miles per hour, and



             8    has an average speed of 26 miles per hour, and then the



             9    other characteristics that are also met on that day, then



            10    the demand will be some 300,000 or 400,000 decatherm



            11    greater than the January day in 2017 was your point of



            12    address?



            13                THE WITNESS:  Right.  Right.  Yes, that's



            14    right.



            15                COMMISSIONER CLARK:  And that's what I'm



            16    wondering about.  Is your assessment of basing a business



            17    judgment on the probabilities that a temperature event that



            18    occurs once in 20 years, and a wind event that you find



            19    occurring once in 14 years coincide on the same day?



            20                THE WITNESS:  I guess I don't understand.



            21                COMMISSIONER CLARK:  Is that a reasonable



            22    scenario on which to enter contrast?



            23                THE WITNESS:  Yes, I believe it is because of



            24    the overall uncertainty involved in this entire process.



            25    Again, we're using data that we've observed and trying to
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             1    extrapolate that to conditions that have -- at least in a



             2    temperature context that has occurred, but we don't



             3    necessarily have observations of demand on, or in some



             4    cases even wind speed.  So there are a lot of unknowns and



             5    that creates the potential for a wide margin of error that



             6    somehow we have to prepare for.  And in the face of demand



             7    in that instance we chose to be conservative and to play it



             8    safe and to build in a safety cushion, a safety factor.



             9                COMMISSIONER CLARK:  Thank you.  You I think in



            10    your rebuttal testimony accepted that Mr. Mierzwa's wind



            11    data would also be reasonable although at a lower range



            12    than yours; is that right?



            13                THE WITNESS:  That's right.



            14                COMMISSIONER CLARK:  If we can look at the



            15    table on page 8 of your direct for a moment.  Line 4, what



            16    I am gathering from this, and correct me if I'm wrong,



            17    increasing the average speed from 4.6 miles per hour, which



            18    is what you observed on January 6, 2017, to 26 miles per



            19    hour, and the maximum gust from 9, again the January 6



            20    estimate, to 47, created a change in demand of 283,464



            21    decatherm, right?



            22                THE WITNESS:  Correct.



            23                COMMISSIONER CLARK:  Can you estimate, or is it



            24    in the record anywhere what the change in demand would have



            25    been under Mr. Mierzwa's wind assumptions for that day?  In
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             1    other words, assuming that wind speed was 9, not 16, and



             2    gust speed was 17, not 47.  Do you know what the effect on



             3    the decatherm volume would be by making those adjustments?



             4                THE WITNESS:  I haven't calculated it with the



             5    January 6 demand as a basis, but it's been calculated and



             6    it's on the record, in fact in Mr. Mierzwa's surrebuttal



             7    testimony, the effect of the overall design peak day



             8    estimate the difference between the Company's firm estimate



             9    and his.  I think that's probably the only measurement on



            10    the record of the effect of the change.



            11                COMMISSIONER CLARK:  Do you disagree with his



            12    math?



            13                THE WITNESS:  No, I do not disagree with his



            14    math.



            15                COMMISSIONER CLARK:  Thank you.  Those are all



            16    the questions I have.



            17                THE WITNESS:  Certainly.



            18                CHAIRMAN LEVAR:  Thank you, Mr. Landward.  We



            19    appreciate your testimony today.



            20                THE WITNESS:  Thank you.



            21                CHAIRMAN LEVAR:  Mr. Sabin.



            22                MR. SABIN:  The Company would now call Michael



            23    Platt to the stand.



            24                CHAIRMAN LEVAR:  Good morning, Mr. Platt.  Do



            25    you swear to tell the truth?
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             1                THE WITNESS:  I do.



             2                CHAIRMAN LEVAR:  Thank you.



             3                         DIRECT EXAMINATION



             4    BY MR. SABIN:



             5          Q.    Good morning, Mr. Platt.



             6          A.    Good morning.



             7          Q.    Could you state your full name and business



             8    address for the Commission?



             9          A.    My name is Michael Warren Platt.  I work at



            10    1140 West 200 South, Salt Lake City, Utah.



            11          Q.    What is your title and scope of your



            12    responsibilities?



            13          A.    I am a manager of engineering over engineering



            14    systems which includes the GIS groups, engineering records



            15    management, research and development, and system planning



            16    and analysis.



            17          Q.    How long have you been with the Company?



            18          A.    I've been there for 10 years.



            19          Q.    Could you give the Commission a summary of your



            20    experience and educational background?



            21          A.    My educational background, I have a Bachelor of



            22    Science and a Master of Science from the University of Utah



            23    in Mechanical Engineering.  As far as my work experience



            24    goes most of my career I've spent in system finding and



            25    analysis, analyzing what peak day looks like in terms of
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             1    our pressures and customers in specific locations.



             2          Q.    Thank you.  Have you in this docket submitted



             3    both direct and rebuttal testimony?



             4          A.    I have.



             5          Q.    I show that your direct testimony was Exhibit



             6    2.0 with some attachments or exhibits to that testimony



             7    that are 2.1, 2.2, 2.3, 2.4, and 2.5; is that correct?



             8          A.    Correct.



             9          Q.    And then you have also submitted rebuttal



            10    testimony, which is Exhibit 2.0-R, correct?



            11          A.    Correct.



            12          Q.    Do you have any changes to that testimony?



            13          A.    I do not.



            14          Q.    Do you adopt that testimony today?



            15          A.    I do.



            16          Q.    Have you prepared a summary of your direct and



            17    rebuttal testimony to share with the Commission?



            18          A.    I have.



            19          Q.    Please go ahead and do that.



            20          A.    Meeting the customer needs on a peak day



            21    includes every instance of that day, every hour, every



            22    minute.  I can't afford to assume that our supply plan is



            23    going to meet our customers' need on a peak day when our



            24    upstream pipelines have told us that they don't have the



            25    capacity to do that.
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             1                Firm peaking services of 340,000 decatherm per



             2    day will allow the Company to meet our customers' needs and



             3    avoid any widespread outages.  Adjustments in design peak



             4    day do not eliminate the need for peak hour services.  In



             5    fact, the adjustments that were proposed only result in



             6    minor adjustments to the required firm peaking services.



             7    And based on recent historical interruptions, where at



             8    least some interruptible customers continue to burn, I feel



             9    pretty comfortable being a little high.



            10                I've completed and submitted an analysis that



            11    shows that 92 of the time all our peak hour is at least 17



            12    percent higher than the average daily volume.  And in that



            13    analysis I included residential, commercial, and industrial



            14    customers but no interruptible at all.  If we eliminated



            15    the transportation customers from that estimate the peak



            16    mean would actually increase.  But unfortunately, because



            17    I'm using send-out data, aid station data, it's hard to



            18    separate the customers like that.



            19                System pressures drop below operational



            20    minimums whenever we do not have the supply to meet our



            21    customer demands, which is obvious.  Without peak hour



            22    services, during the 2017-2018 unsteady state model we



            23    would lose five high pressure industrial customers and 44



            24    regulator stations.  This means that we are not able to



            25    serve those customers.  We would lose those customers on a
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             1    design peak day, which would be catastrophic.



             2                If the Company does not plan for any volumes



             3    above the required daily capacity we have the potential to



             4    lose up to 800,000 customers.  Failing to obtain peak hour



             5    service will result in an inability to meet customer demand



             6    on a peak day.



             7                Firm peaking service provide benefit even on



             8    nonpeak days, or nondesign peak day conditions.  System



             9    line pack is used to serve a portion of our peak hour



            10    demands, and to extent that we can use it.  Mr. Mierzwa is



            11    under the impression that we can use all of the line pack,



            12    but unfortunately if we used all of the line pack we would



            13    have no gas left in our pipe.  We would have no pressure



            14    and we would not be able to serve our customers.



            15                The Lake Side power plant is modeled correctly



            16    in the unsteady state model and does not contribute to the



            17    peak hour requirement.  Not only is it reasonable to model



            18    Lake Side as we have chosen to at the daily contract limit,



            19    anything less would be irresponsible.



            20                The Division's expert testimony confirms that



            21    our modeling methods and techniques and software are all



            22    state of the art and accurate.  This concludes my summary.



            23          Q.    Thank you.  Mr. Platt, you mentioned you were a



            24    professional engineer and manager of engineering for the



            25    Company; is that right?
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             1          A.    Correct.



             2          Q.    I would appreciate you sharing from an



             3    engineering standpoint, and particularly as the manager of



             4    engineering for the Company, what is more important when



             5    you look at these kinds of estimates?  Is it more important



             6    to be right on the number, or is it more important that you



             7    be conservative, or is it important how conservative you



             8    want to be?



             9          A.    In engineering obviously we want to be



            10    accurate.  We want to hit the number as close as possible.



            11    But anybody whose been to engineering school can tell you



            12    that there is also a factor of safety.  Because say, for



            13    instance, we're designing a bridge.  We want to know how



            14    much weight that bridge can hold.  We're going to do



            15    everything that we can do to calculate the amount of stress



            16    that that bridge can hold.  Then we're going to multiple



            17    that by a factor of safety to ensure that that bridge never



            18    fails because we don't want to lose customers or have a



            19    failure.  That's just not good engineering practice.



            20          Q.    You heard reference today, Mr. Snarr I think



            21    referenced this and it may have been mentioned by somebody



            22    else, that what we're doing here is trying to shoot a right



            23    number.  Do you agree with that assessment?  Is that what



            24    we're really trying to do is shoot a right number, or are



            25    we trying to establish whether or not we're within a range
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             1    of what you would call safe operations?



             2          A.    I don't believe that there is a right number.



             3    I think there is a range of reasonableness.  To draw out my



             4    point, if you just include customers and none of the other



             5    variables, we have over a million degrees of freedom in



             6    this calculation.  There is no right number.  No one can



             7    pretend like they can pick a number and say under these



             8    conditions it will be exactly this amount because we don't



             9    know.  So being in a reasonable range is a lot more



            10    important.



            11          Q.    I would like to follow-up on Commissioner



            12    Clark's question with you since you and Mr. Landward both



            13    prepared different assessments for this purpose of peak



            14    hour contract here and other purposes as well.  You heard



            15    his question I take it about we have two experts that are



            16    talking about different wind speeds and different ranges,



            17    right, that were included in these models.  Do you as you



            18    look at those wind speeds and consider in the context of



            19    the overall physics of how you keep homes heated when the



            20    wind gusts?  Do you have anything you would add to



            21    Commissioner Clark's question about the difference between



            22    those wind speeds that are used by the experts?



            23          A.    Well, from what I understand from engineering



            24    school of heat transfer, convection is not a linear



            25    phenomenon.  So you're not going to expect the same amount
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             1    of heat loss at 30 degrees as you would at negative 5.  In



             2    fact, the way the equation looks, you have a heating



             3    coefficient and then you have the difference of



             4    temperature.  So if you were trying to keep your home at 70



             5    degrees and in all of your data is correlated to 30 degrees



             6    or on average 30 degrees, and then you're extrapolating out



             7    to negative 5, the ratio is the difference of those



             8    temperatures.  So 70 minus 5 divided by 70 minus 30, you're



             9    almost off by a factor of 2.



            10          Q.    What does that mean for purposes of when we



            11    talk about wind speeds, for example?



            12                MR. SNARR:  Excuse me.  I would like to



            13    interpose an objection here.  We would like the witness to



            14    be available for cross examination to state whatever is



            15    necessary, but at this point we're getting an elaboration



            16    that is going beyond his filed testimony as part of his own



            17    summary.  So I would object.



            18                CHAIRMAN LEVAR:  Would you like to respond to



            19    the objection, Mr. Sabin?



            20                MR. SABIN:  Well, I guess I'm responding to the



            21    fact that we have questions coming up and witnesses that



            22    aren't necessarily -- there are witnesses here that have



            23    the knowledge to answer those questions.  I'm just trying



            24    to be responsive.  If you don't want me to do that I will



            25    move on and we can cover other topics.
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             1                CHAIRMAN LEVAR:  Thank you.  In another hearing



             2    recently we've litigated an issue somewhat heavily on terms



             3    of witnesses going beyond their filed testimony.  So with



             4    that, considering he is presenting his testimony prior to



             5    cross examination -- do you want to interject, Commissioner



             6    Clark?



             7                COMMISSIONER CLARK:  Chairman LeVar, I would



             8    just say that I'm interested in the information.  I would



             9    ask the question, but maybe it's better that he present it



            10    now so others can cross exam on it in the course of the



            11    proceedings.  I apologize if I've complicated this.



            12                MR. SABIN:  I'm willing to do it however you



            13    want.  I just don't want to leave today without you having



            14    your questions answered.  That's my point.



            15                CHAIRMAN LEVAR:  And in balancing both the



            16    issues that we litigated somewhat contentiously recently,



            17    but also the fact that you don't know what questions



            18    commissioners might ask and there are some efficiencies to



            19    getting those dealt with in the direct and cross



            20    examination.  So considering this is an issue that's been



            21    raised by Commissioner Clark I think we will allow a little



            22    more exploration of it at this point.



            23                MR. SABIN:  And I'll just note the rest of the



            24    questions I have were all brought up in surrebuttal, but we



            25    didn't have an opportunity for him to respond to.  So I'm
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             1    trying to put it out there so he can be questioned.  Sorry,



             2    I don't remember where we were when there was an objection.



             3                MR. SNARR:  That's exactly the notion of live



             4    surrebuttal which we don't usually condone here.



             5                MS. SCHMID:  And I will echo Mr. Snarr's



             6    comments and concerns.



             7                CHAIRMAN LEVAR:  Let me ask the question.



             8    Would you rather save the questions for commissioner



             9    questions once cross examination is finished?  Is that your



            10    preference?



            11                MR. SNARR:  I think that's more consistent with



            12    regular and logical practice.



            13                MS. SCHMID:  And I agree.



            14                CHAIRMAN LEVAR:  Okay.  Well, if that's both of



            15    your positions I think that's appropriate to go forward



            16    that way and save the issues for cross examination or



            17    commissioner questions if they're outside of your filed



            18    testimony.



            19                MR. SABIN:  I would ask one bit of



            20    clarification to the extent there were issues raised that



            21    this witness has not had an opportunity to answer, when



            22    would that be an appropriate time to deal with those?  For



            23    example, if one of their witnesses in his surrebuttal said



            24    that Mr. Platt said the following thing, but we dispute



            25    that he said that and he wants an opportunity to do that.
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             1    When would you like me to do that?  I'm happy to do it now.



             2    I just don't want to -- I would rather not do rebuttal



             3    testimony at the end of this.  I would rather it be done if



             4    we can.



             5                CHAIRMAN LEVAR:  Right.  Sometimes our



             6    scheduling order allows live testimony to respond to the



             7    final round of surrebuttal.  In this instance our scheduler



             8    did not allow for that.  So in the absence of that, we've



             9    dealt with objections on a case by case basis, but



            10    generally there is always going to be one side of the case



            11    who filed the last round of testimony, but that doesn't



            12    mean we open the door at the hearing to another round in



            13    the absence of the issues being developed in cross



            14    examination or commissioner questions.  I think that's our



            15    typical process and considering the objections that have



            16    been raised I think that's the appropriate way to go in the



            17    light of the objections.



            18                MR. SABIN:  That's fine.  I was not aware that



            19    we needed to specifically say it in the scheduling order.



            20    I think from now on we'll make sure that we work that in.



            21    With that I will turn Mr. Platt over to cross examination.



            22                CHAIRMAN LEVAR:  I'm not sure we've had his



            23    testimony entered into evidence.  At least if we did I



            24    don't remember.



            25                MR. SABIN:  Thank you for bringing that up.  I
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             1    would move to admit DEU Exhibits 2.0 through 2.5 and 2.0-R



             2    into the record.



             3                CHAIRMAN LEVAR:  If there are any objections to



             4    that motion please indicate to me.  I'm not seeing any



             5    objection, so the motion is granted.



             6                MR. SABIN:  Thank you.



             7                CHAIRMAN LEVAR:  Ms. Schmid, do you have



             8    questions for Mr. Platt?



             9                MS. SCHMID:  Just a couple.



            10                         CROSS EXAMINATION



            11    BY MS. SCHMID:



            12          Q.    I'm going to present my questions in the form



            13    of a hypothetical.  I'm asking you to take those facts as



            14    given and then give me a response if you can on what DEU



            15    would do if this were the situation.  Assuming that DEU has



            16    the opportunity to add a new transportation customer, but



            17    extensive system re-enforcement would be required to meet



            18    the 125 psig at the new customer meter under design day or



            19    peak hour condition.  So take that as a given in my



            20    hypothetical.  Then with that would DEU be willing to



            21    consider connecting the new transportation customer with



            22    the mutual understanding that the minimum pressure at the



            23    meter for that customer would be something less, for



            24    example 100 psig, so as not to require the system



            25    re-enforcement?
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             1          A.    That is not consistent with our current



             2    practice, no.



             3          Q.    Is it something that DEU would consider as an



             4    option in the future?



             5          A.    I think that -- so hypothetically speaking



             6    under this scenario, if a transportation customer drew the



             7    system down below operational minimums likely there are



             8    other customers, other regulator stations, other locations



             9    that would be affected.  So I don't think this is a good



            10    hypothetical because inherently you would be affecting



            11    other customers.  And no, we would not allow a new



            12    transportation customer to affect our current customer



            13    base.



            14          Q.    Would it change your answer if the



            15    transportation customer were at the end of the line?  For



            16    example, lines went through everyone else, to all the other



            17    businesses, houses, and there were miles and miles of



            18    desert and then there was an industrial customer.  Would



            19    Dominion considering allowing that customer to connect if



            20    the customer agreed to accept a lower pressure?



            21          A.    I think the answer is there are a number of



            22    levels of the Company that this would have to be approved



            23    by.  Now as far as analysis goes and whether or not we



            24    would look at it, we would look at it.  But I don't think



            25    it's realistic to assume that we would let a high pressure
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             1    customer come on to our system at less than operational



             2    pressures.  It's just not standard.



             3          Q.    Thank you.



             4                MS. SCHMID:  Those are all my questions.



             5                CHAIRMAN LEVAR:  Thank you.  Mr. Snarr, any



             6    cross examination?



             7                MR. SNARR:  We have no cross examination.



             8                CHAIRMAN LEVAR:  Thank you.  Any redirect?



             9                MR. SABIN:  I don't think I'm within the scope



            10    of that, so go ahead.



            11                CHAIRMAN LEVAR:  Commissioner Clark.



            12                COMMISSIONER CLARK:  All right.  Let's go back



            13    to wind.  I wasn't sure I was following your testimony



            14    about 30 degree temperature, but I think the conclusion I



            15    was drawing from what you were saying is that the



            16    relationship between the wind speed and its effect in a



            17    minus 5 degree environment is that it's not linear, that a



            18    higher speed will have an increasing effect or will



            19    increase the amount of decatherm that you'll need to



            20    achieve a temperature in a nonlinear way.  Is that what you



            21    were saying?



            22                THE WITNESS:  Basically what I was saying, if



            23    you think about today, the wind isn't causing you to use



            24    any gas at your home to heat it.  We can have 100 mile an



            25    hour wind, the amount of gas you're using doesn't change at
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             1    all.  And if it were 60 degree you would expect just



             2    intuitively that you're not going to use the same amount



             3    more of gas as you would if it was negative 5.  It's



             4    obvious.  Everybody knows that.  It's not linear.



             5                COMMISSIONER CLARK:  Sure.  Regarding your



             6    practices as an engineer and meeting safety requirements,



             7    if you were designing a bridge, for example, and you wanted



             8    -- I think this is an example you used -- and you wanted it



             9    to be safe for the anticipated passenger loads or even



            10    greater than anticipated to some degree.  How would you



            11    determine what the zone of reasonableness is for the



            12    strength that you would put into that structure?  Is there



            13    calculus involved, is there in your engineering literature



            14    and text books, formulas that are standard that you would



            15    apply to determine that?



            16                THE WITNESS:  Yes, you would apply all the



            17    given standards.  But I will say that bridge design is a



            18    lot more constrained by law.  You look at all these design



            19    of critical structures and the laws are extensive.  It



            20    takes a long time to put yourself in a position to be a



            21    designer of those things.  But it doesn't mean in my



            22    opinion that our system is any different.  We should be



            23    able to calculate how much we're going to use and be sure



            24    that we're never going to exceed that because we can't



            25    afford a failure.  We can't afford to lose customers.
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             1                I realize there is some discussion about



             2    insurance, but in my opinion this is not an insurance



             3    question.  If I undersize a pipe because I'm not designing



             4    to the right design data, that's a flaw in my design.



             5    That's a flaw in the approach.  So having a higher wind



             6    speed in my opinion -- I don't argue with the academics or



             7    the theoretical perspective that you can be closer to the



             8    center line of regression, but that's not what we're



             9    talking about.  We're talking about serving our customers



            10    in the coldest possible temperatures.  In my opinion if we



            11    fail that's just not acceptable.



            12                COMMISSIONER CLARK:  Your objective then would



            13    be to have measures in place, contracts in place,



            14    arrangements in place, and a physical plant in place so



            15    that failure would be impossible?



            16                THE WITNESS:  Impossible is a stretch.  I



            17    accept that there are conditions that will fall outside



            18    your design criteria or your range of reasonableness.  I



            19    accept that anything is possible.  We could have a third



            20    party damage on a very cold day.  It's not likely, but it



            21    could happen.  I don't think it's reasonable to design for



            22    that.  But within the theoretical design peak day that



            23    Mr. Landward comes up with, I find it to be very



            24    reasonable.  I don't think that we're making it impossible



            25    to sale.  I think that we're in a range of reasonableness
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             1    that protects our customers.  And I think that's good



             2    practice.



             3                COMMISSIONER CLARK:  Thank you.  Those are all



             4    my questions.



             5                CHAIRMAN LEVAR:  Thank you.  Commissioner



             6    White, do you have any questions?



             7                COMMISSIONER WHITE:  You may or may not be the



             8    right one to answer this, but I just want to follow-up on



             9    some questions that Chairman LeVar had earlier about the



            10    flexibility in terms of if there is an event and you have



            11    to cut gas.  In your position what is your opinion or



            12    understanding of the use of triage, if you have certain



            13    customers, say a hospital versus a business, et cetera, is



            14    that something within the control of the Company to do



            15    under those circumstances?



            16                THE WITNESS:  I'm actually -- I've looked at



            17    this.  Triaging customers, first of all, I don't ever want



            18    to have to choose which customers we shut off beyond



            19    interruptibles.  Interruptibles pay a reduced rate and



            20    interrupting them I feel like is an appropriate right and I



            21    personally think that's why they get the discount.  Once we



            22    get into our firm customers and we start talking about



            23    isolating sections of the system or isolating certain



            24    customers, I don't know where to draw the line.



            25                If we want to talk about physically can it be
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             1    done.  We have isolation boundaries and it's possible to



             2    start shutting valves in isolated areas.  But what I would



             3    say about that is if you look at our isolation boundaries,



             4    these varying numbers of customers from very little up to



             5    about 10,000 I believe, subject to check.  But if you



             6    isolate any of these areas, 10,000 customers, 10,000



             7    residentials which would be severely impacted by that,



             8    doesn't make up that much gas on a design peak day.  You're



             9    taking about maybe a thirtieth of what we would need to



            10    just cover peak hour.  So is 10,000 customers a sacrifice



            11    that you're willing to make?  I don't think so.



            12                But practically speaking could you go shut



            13    these valves and could you shut enough valves.  Well, we're



            14    talking hundreds of valves would be shut in order to



            15    isolate these areas.  So how much lead time do we have to



            16    make that decision and start enacting that and how many



            17    people do we have on hand.  These are questions -- I don't



            18    personally think it's practical.



            19                Now from a high pressure standpoint, could you



            20    shut one or two high pressure valves and get the same



            21    effect.  It's possible.  But a large high pressure valve,



            22    assuming that we have people at that location still takes



            23    an hour to shut.  Without remote control or automated



            24    shut-off valves, which we have very few right now, it's not



            25    really practical.
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             1                COMMISSIONER WHITE:  Let me ask you a question



             2    about your relationship of what Mr. Landward does and



             3    ultimately how that flows into what you do.  I guess my



             4    question is I'm just wondering about the sensitivity of



             5    planning to those estimates and Mr. Landward.  For example,



             6    if the estimates were 150 percent of the current estimates,



             7    what would that mean in terms of the actual decatherm that



             8    you would need?



             9                THE WITNESS:  Just for the record, it's not 150



            10    percent.  It's not even close to 150 percent.  But we -- I



            11    guess I have to explain, and stop me if you don't want this



            12    explanation.  From our processing in engineering system



            13    planning what we do is we take monthly meter reads from



            14    every customer and we build the system from the bottom up.



            15                We take all the necessary variables to verify



            16    that we are accurately predicting what pressures and flows



            17    will be in the system, anywhere in the system, anywhere we



            18    have data in the system.  And I think 2018 we had like 190



            19    verification points in our IHP model, and another 100 in



            20    our high pressure model.  We're fairly accurate.



            21    Mr. Landward's design peak day we used to gross up the



            22    model.  So all of the accuracy that we have, we're



            23    increasing the demand.



            24                So the question is how much would that affect



            25    our demand.  Well, it is the demand.  How much would that
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             1    affect the outcome, which outcome?  We're talking about



             2    17,000 miles of pipe and pressures for a million customers.



             3    It could affect some outcomes.  But generally our models



             4    are close enough, we're in a range where if his model is a



             5    little high and we have to make an improvement a year



             6    early, we make it next year anyway.  It's not that



             7    significant.



             8                COMMISSIONER WHITE:  Then the final question,



             9    is there anything -- I hate to always go back to the



            10    electric load.  Is there something similar in the gas world



            11    that is some type of standardized, reliability standards,



            12    or best practices for design?  There was a line of question



            13    between you and Commissioner Clark about the acceptability



            14    and the lack of acceptability of even loss of one customer.



            15    Is there anything that we can look to that is similar to



            16    that, some type of national industry standard?



            17                THE WITNESS:  From my experience every company



            18    is utilizing these models in a similar way, but I don't



            19    think there is any formal industry standard that's been



            20    established.



            21                COMMISSIONER WHITE:  That's all the questions I



            22    have.  Thank you.



            23                CHAIRMAN LEVAR:  Thank you.  Recognizing you're



            24    an engineer and I'm an accountant, I think some of your



            25    discussion raised an issue that I want to ask you about
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             1    based on some of your earlier answers.  We've talked a lot



             2    about risk assessment involves probability, it also



             3    involves consequences.  To what extent when you do your



             4    engineer evaluation does it also involve balancing costs?



             5    For example, if you can bring a risk to what you view as a



             6    conservative level to what others might view as an



             7    excessive level, if you can reduce that risk for $100,000



             8    versus hypothetically $2.5 million versus $200 million?



             9    How do you account for that in your engineering role?



            10                THE WITNESS:  In engineering we're always



            11    looking at costs and we're always looking for the lowest



            12    cost option, or the option that mitigates the risk



            13    sufficiently at a cost that's acceptable.



            14                MS. SCHMID:  Pardon me.  We do have a witness



            15    appearing by phone.  It was just brought to my attention



            16    that your mic might not be on, which would make it



            17    difficult for our witness on the phone to hear.



            18                THE WITNESS:  It looks like it's on.



            19                CHAIRMAN LEVAR:  I think it's the binder.  If



            20    you would move the binder and move the mic closer to your



            21    face that might help.  Thank you for pointing that out.



            22                THE WITNESS:  In engineering we're always



            23    looking at costs and reducing or eliminating risks at the



            24    lowest cost, or as close to the lowest cost as we can.



            25    That's not something that's lost in engineering.  But I
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             1    think that you have an acceptable range of conditions that



             2    you're trying to design for.  Three percent breaks in the



             3    system, is that acceptable?  I don't think so.  Is that



             4    where you're going with this?



             5                CHAIRMAN LEVAR:  Let me ask it a different way.



             6    Would you agree that you might model more conservatively



             7    for a 2 or 3 million dollar solution if the 2 or 3 million



             8    dollar solution can eliminate a certain level of risk, you



             9    might be willing to do that where you might not be willing



            10    to spend $200 million to eliminate the same risk?



            11                THE WITNESS:  Given that comparison, and I



            12    think Mr. Schwarzenbach is going to talk about this



            13    particular situation where we had a number of options, some



            14    were much more expensive than others.  Obviously we're not



            15    going to spend 10 or 100 fold to solve one problem that you



            16    can solve relatively inexpensively.  That's standard



            17    engineering practice.



            18                CHAIRMAN LEVAR:  Thank you.  That's as far as I



            19    wanted to go with that question.  Thank you for your



            20    testimony.  Mr. Sabin and Ms. Clark?



            21                MR. SABIN:  I think we're ready for our next



            22    witness.



            23                MR. SNARR:  In an effort to complete the record



            24    on some the questions that were asked by the commissioners



            25    I would like to perhaps use this witness or even make a
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             1    proffer of something that would be useful for your



             2    consideration.



             3                CHAIRMAN LEVAR:  Are you asking to ask further



             4    cross examination?



             5                MR. SNARR:  Yes, based on the questions that



             6    the Commission asked him.



             7                MR. SABIN:  I would just object.  I think we've



             8    been told that we're not allowed to go into these things.



             9    He had his round of questions on what I was able to present



            10    in direct.  There is no difference between me not being



            11    allowed to do surrebuttal and him being able to do recross



            12    of something that I never got to get out there.  I suppose



            13    if the commissioners feel like there is something they want



            14    to know about, great, that's what we're here for.  But I



            15    feel like we're putting in a double standard here.



            16                CHAIRMAN LEVAR:  I'll let you respond to that,



            17    but before you do I think I agree with Mr. Sabin



            18    considering that we gave the option of doing some of this



            19    prior cross examination and the choice was made not to do



            20    that.  So it concerns me a little bit to make that choice a



            21    few minutes ago and then reopen it at this point.  Again,



            22    these aren't -- we don't have all these procedural issues



            23    in stone and in our rules, but considering the ruling we



            24    made a few minutes ago I do see a fairness problem with



            25    reopening it at this point.
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             1                MR. SNARR:  May I just proffer something for



             2    your consideration as the questions have evolved here?



             3    I'll submit it after the fact if you want.



             4                MR. SABIN:  That's the point.  I feel like okay



             5    if we're going to continue offering additional evidence



             6    because we want to make our point, then everybody should be



             7    able to do that.  Fundamentally, I have no problem with



             8    this being a complete open book.  But because we're not



             9    able to do that here, he's putting something forward that I



            10    can't do anything with.



            11                CHAIRMAN LEVAR:  I appreciate that concern.  I



            12    think the way to handle this is if you have something that



            13    you want to proffer through one of your witnesses in their



            14    testimony or if there is a desire for closing statements,



            15    we can consider that.  But I think with the rulings we've



            16    made so far I think we do have a fairness problem to reopen



            17    issues related to this witness' testimony at this point.



            18                MR. SNARR:  Fair enough.



            19                CHAIRMAN LEVAR:  I overrule the objection of



            20    the Utility.  Thank you, Mr. Platt.



            21                THE WITNESS:  Thank you.



            22                MR. SABIN:  The Company calls Mr. William



            23    Schwarzenbach.  Ms. Clark is going to be handling that.



            24                CHAIRMAN LEVAR:  Good morning,



            25    Mr. Schwarzenbach.  Do you swear to tell the truth?
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             1                THE WITNESS:  I do.



             2                CHAIRMAN LEVAR:  Thank you.



             3                         DIRECT EXAMINATION



             4    BY MS. CLARK:



             5          Q.    Good morning.



             6          A.    Good morning.



             7          Q.    Can you please state your name and your



             8    business address for the record?



             9          A.    My name is William Frederick Schwarzenbach the



            10    Third.  My business address is 333 South State Street, Salt



            11    Lake City, Utah.



            12          Q.    Mr. Schwarzenbach, what position do you hold



            13    with the Company?



            14          A.    I'm the manager of gas supply.



            15          Q.    Can you describe for the Commission briefly



            16    your educational and your professional experience?



            17          A.    Yes.  I have a Bachelor's degree in Civil



            18    Engineering from Virginia Tech and an MBA from George Mason



            19    University.  I am a licensed professional engineer in the



            20    State of Utah.  I have been working for Dominion Energy for



            21    over 13 years, seven years in the engineering and system



            22    planning, and more than six years now in gas supply.  Prior



            23    to this I worked for Washington Gas for six years doing



            24    primarily system planning and engineering.



            25          Q.    In your current role with Dominion Energy is
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             1    contracting for upcoming services part of your



             2    responsibility?



             3          A.    Yes, it is.



             4          Q.    And if the Commission has questions about cost



             5    and contracting, would you be a witness that could answer



             6    those questions?



             7          A.    Yes, I would be.



             8          Q.    Mr. Schwarzenbach, did you prefile direct



             9    testimony in this docket labeled DEU Exhibit 3.0?



            10          A.    Yes, I did.



            11          Q.    Did that have attached DEU Exhibits 3.1, 3.2,



            12    3.3, 3.4, 3.5, 3.6, 3.7, 3.8, and 3.9?



            13          A.    Yes, it did.  And I believe there was a 3.10.



            14          Q.    Excellent.  Did you also prefile rebuttal



            15    testimony in this matter identified as DEU Exhibit 3.0-R?



            16          A.    Yes.



            17          Q.    Would you adopt the contents of all those



            18    documents as your testimony today?



            19          A.    Yes.



            20                MS. CLARK:  The Company would move for the



            21    admission of the identified exhibits.



            22                CHAIRMAN LEVAR:  Thank you.  If any party



            23    objects to that motion please indicate to me.  I'm not



            24    seeing any objection, so the motion is granted.



            25                MS. CLARK:  Thank you.
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             1          Q.    Mr. Schwarzenbach, have you prepared a summary



             2    of your testimony to be presented here today?



             3          A.    Yes, I have.



             4          Q.    Please do so.



             5          A.    The purpose of my testimony has been to explain



             6    the need for firm peaking services to serve Dominion Energy



             7    Utah's system and to discuss the evaluation of alternative



             8    options that were considered to meet the identified peak



             9    hour demand.



            10                Dominion Energy Utah customers do not use gas



            11    evenly throughout the day.  Demand requirements are highest



            12    during the peak hours in the morning.  Unfortunately, gas



            13    supply and transportation on interstate pipelines are



            14    generally based on daily contracts.



            15                Historically, these fluctuations in demand



            16    during the day have been served with not-ratable supplies



            17    from the upstream pipelines on an operational or non-firm



            18    basis.



            19                As shown in Exhibit 3.10 of my testimony,



            20    Dominion Energy Utah has been exceeding the RDC on the



            21    upstream pipelines on a number of occasions each year over



            22    the past several years.



            23                The RDC is the amount of capacity reserved on



            24    the upstream pipelines each day through nominations.  This



            25    is based on scheduled quantities for the day.  Since the
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             1    maximum that can be scheduled on a pipeline each day is



             2    equal to the contract limit, the contract limit is the



             3    maximum RDC for each shipper.



             4                If Dominion Energy Utah does not nominate its



             5    full contract amount on any given day, then other shippers



             6    may reserve the remaining capacity for that day using



             7    interruptible contracts or flexed nominations.



             8                Per the upstream pipeline's tariff, any



             9    delivery volumes that exceed the RDC are being delivered on



            10    an operationally available basis.  In other words, these



            11    deliveries are interruptible.



            12                Three intraday nomination changes are available



            13    during the day, but these are only useful if there is



            14    available capacity and the gas supply is available and able



            15    to be adjusted to match the change.  This is generally



            16    limited to storage withdrawal/injection adjustments or



            17    additional intraday purchases.



            18                No-notice transportation services can also be



            19    used to adjust nominations, but do not reserve additional



            20    capacity for the shippers used, and do not allow for



            21    adjustments to exceed the RDC.



            22                For example, assume an upstream pipeline has a



            23    capacity of 900,000 decatherm and Dominion Energy Utah has



            24    a contract limit of 800,000 decatherm.  This serves as the



            25    upper limit of nominations.  Also assume Dominion Energy
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             1    Utah has 200,000 decatherm of no-notice transportation



             2    service.  Dominion Energy Utah can nominate up to the



             3    800,000 decatherm upper limit.  If Dominion Energy Utah



             4    nominates at the upper limit of 800,000 decatherm,



             5    no-notice transportation cannot adjust the nomination above



             6    this limit.  Peak hour services however do provide for



             7    increases above this upper limit.  If Dominion Energy Utah



             8    has only nominated 600,000 decatherm this becomes the



             9    ceiling for the day, the RDC.  No-notice transportation



            10    service can be used to adjust the nomination above this



            11    ceiling if other shippers have not nominated the remaining



            12    300,000 decatherm that was left available on the day.  If



            13    other shippers have nominated 200,000 decatherm, then



            14    no-notice transportation could adjust the nomination up by



            15    only 100,000 decatherm.  No-notice transportation does not



            16    reserve the capacity and would only be able to adjust based



            17    on the availability capacity.



            18                So to say that in simpler terms.  If you have a



            19    contract limit here of 800,000 decatherm, you can nominate



            20    each day up to that 800,000 decatherm limit.  If you only



            21    nominated 700,000 decatherm, that's your RDC for the day.



            22    That leaves an additional -- if the pipeline could use



            23    900,000 decatherm, that leaves an additional 200,000



            24    decatherm that anyone else can nominate on and reserve that



            25    capacity for the day.  If you nominated 700,000 and someone
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             1    else has nominated the remaining 200,000, your no-notice



             2    isn't going to be able to adjust up because that entire



             3    pipeline capacity has been reserved.  If they haven't



             4    nominated on that additional amount, your no-notice could



             5    adjust up to the 800,000 decatherm contract limit and



             6    that's it.



             7                Both Kern River Gas and Dominion Energy Questar



             8    Pipeline have told Dominion Energy Utah that deliveries



             9    above the RDC are becoming a concern and have threatened



            10    actions.



            11                The FERC has also been actively working on this



            12    issue.  In their order 809, the FERC stated, except for



            13    special services, pipeline services are generally based on



            14    the assumption of uniform hourly flows over the gas day.



            15    During much of the year, most interstate pipelines can



            16    accommodate significant variations in hourly flow rates.



            17    However, during high demand periods when pipeline



            18    capabilities are being fully utilized to provide firm



            19    transportation services, a pipeline may announce a critical



            20    notice period, where shippers are expected to stay in



            21    balance.  Some pipelines offer enhanced services that



            22    permit subscribing shippers more variable hourly flow



            23    rates.



            24                Dominion Energy Utah and other similar LDCs in



            25    our area have signed up for these enhanced services on
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             1    upstream pipelines.



             2                Prior to signing up for firm peaking services,



             3    Dominion Energy Utah considered a number of options to



             4    ensure deliveries for increased volumes during the peak



             5    hours of the design peak day will be delivered on a firm



             6    basis.  Dominion Energy Utah considered the following



             7    solutions, separately or in combination:  Demand response



             8    programs; contracting for additional firm upstream



             9    transportation capacity and supply purchases; contracting



            10    for additional firm upstream transportation capacity and



            11    additional off-system storage; backhaul on interruptible



            12    upstream transportation capacity and supply purchases;



            13    upstream hourly firm peaking services; on-system storage;



            14    and contracting for storage and extending pipelines to



            15    eliminate the need for upstream transportations.



            16                These options were discussed and vetted in



            17    Exhibit 3.7 of my testimony.



            18                Dominion Energy Utah determined that firm



            19    peaking services are the most cost effective and reliable



            20    solution going forward.



            21                The firm peaking service on Kern River allows



            22    Dominion Energy Utah to pack their pipe with additional



            23    supply prior to the peak hours, and then draft that



            24    additional supply during the peak hours.



            25                The firm peaking service on Dominion Energy
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             1    Questar Pipeline is more complicated.  Contracting for the



             2    service will allow Dominion Energy Questar Pipeline to



             3    reserve additional capacity on Overtrust Piplines that can



             4    be used to reroute gas on their system to increase line



             5    pack.  The service also allows Dominion Energy Questar



             6    Pipeline to utilize additional withdrawals from the



             7    aquifers to increase line pack on their system.  This



             8    additional line pack capacity will be reserved for Dominion



             9    Energy Utah as part of the firm peaking service.



            10                These firm peaking services both allow the



            11    Company to receive additional supplies during peak hours.



            12                No-notice transportation does not provide



            13    additional supply during peak hours.  Instead no-notice



            14    services are a mechanism to adjust nominations on the



            15    upstream pipeline, when available, to allow for additional



            16    supply to be transported.  The supply to be used with



            17    no-notice transportation must come from storage and also be



            18    available.  During a peak day, all storage withdrawals are



            19    planned to be at their contractual maximum for all hours of



            20    the day and will be available to support additional



            21    deliveries through no-notice transportation adjustments.



            22                The firm peaking services contracted with Kern



            23    River Gas Transportation and Dominion Energy Questar



            24    Pipeline are the most reliable and cost effective solutions



            25    based on Dominion Energy Utah's evaluation.  Therefore, the
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             1    Company's decision to enter into these contracts was just,



             2    reasonable, prudent, and in the public interest.



             3          Q.    Mr. Schwarzenbach, I only have two more



             4    questions.  Before I ask this question, I want to caution



             5    you that if there is a way to answer it without divulging



             6    confidential information I would like you to do so.  If you



             7    feel you can't answer it without doing so, let me know and



             8    we'll have some dialogue about how to protect it.  Okay?



             9          A.    Okay.



            10          Q.    You testified just now that you had evaluated



            11    all of the options at the time this decision was made to



            12    determine what you believed to be the best option; is that



            13    correct?



            14          A.    Yes.



            15          Q.    And did you also evaluate options or an option



            16    available from Magnum Energy?



            17          A.    We did evaluate an option from them.  It was



            18    the option that was presented at the time.  We have since



            19    gotten other proposals.  The option at the time was for a



            20    traditional storage service with an off-system delivery



            21    point and at a high rate.



            22          Q.    One more question.  I apologize it's a cleanup



            23    question.  I want to make sure we have a clear record and



            24    we've admitted all of Mr. Schwarzenbach's exhibits.  So I



            25    will ask you this, you testified earlier that you had
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             1    prepared Exhibit 3.0-R and 3.10-R.  Did you also prepare



             2    Exhibit 3.11-R and 3.12-R?



             3          A.    Yes.



             4                MS. CLARK:  We would move to have those



             5    admitted as well.



             6                CHAIRMAN LEVAR:  If anyone objects to those, to



             7    that motion, please indicate.  I don't see any objection,



             8    so the motion is granted.



             9                MS. CLARK:  Mr. Schwarzenbach is available for



            10    questions.



            11                CHAIRMAN LEVAR:  Thank you.  Ms. Schmid.



            12                MS. SCHMID:  Thank you.



            13                         CROSS EXAMINATION



            14    BY MS. SCHMID:



            15          Q.    I have very limited questions.  In your direct



            16    testimony beginning about line 218 you start discussing



            17    options to peak hour contracts.  Then if we flip the pages



            18    to lines 284 to 287 you say something like demand response



            19    programs may be a way to reduce the peak hour requirements



            20    in the future.  The Company will need to evaluate their



            21    effectiveness before considering their value in addressing



            22    peak hour demand.  Do you see that?



            23          A.    Yes.



            24          Q.    Would DEU be willing to commit to initiate a



            25    comprehensive study on demand response programs currently
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             1    in effect at other utilities to reduce design day and/or



             2    peak hour requirements?



             3          A.    I'm not sure I have the ability to commit to do



             4    anything.  I would be happy to participate in that.  I



             5    think it is something that is of value to look at the



             6    demand response programs.  We have looked and evaluated



             7    existing demand response programs and have not found



             8    anything that we feel would be reliable enough to serve



             9    this need at this point.  We would be happy to continue to



            10    look at it going forward.



            11          Q.    Thank you.



            12                MS. SCHMID:  Those are my only questions.



            13                CHAIRMAN LEVAR:  Thank you.  Mr. Snarr.



            14                MR. SNARR:  Yes.



            15                         CROSS EXAMINATION



            16    BY MR. SNARR:



            17          Q.    Good morning.  How are you?



            18          A.    Good.



            19          Q.    I would like to direct your attention to your



            20    rebuttal testimony in May of 2018.  If you would, could you



            21    please turn to page 4?



            22                MS. SCHMID:  Pardon me, Mr. Snarr.  Again,



            23    because we have a witness on the phone if you could become



            24    very familiar with your microphone.



            25                MR. SNARR:  I'll do that.
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             1          Q.    Commencing at line 65 you address questions



             2    that the Division raised concerning no-notice



             3    transportation service; is that correct?



             4          A.    Yes.



             5          Q.    When did the distribution company first secure



             6    no-notice transportation service from the pipeline?



             7          A.    Subject to check, I believe it was back in late



             8    80's or early 90's.



             9          Q.    Would you accept 1993, with a minor amendment



            10    as to size in 1994?



            11          A.    Yes, I would.



            12          Q.    The Company pays an additional rate or fee for



            13    such service; isn't that correct?



            14          A.    Yes.



            15          Q.    As far as you know are the basic terms of the



            16    no-notice service still in place that were executed back in



            17    1993?



            18          A.    Yes.



            19          Q.    Isn't it true that since the initial no-notice



            20    service agreement was executed there have been significant



            21    changes in the daily and intraday pipeline nominating



            22    processes that are required by FERC for the basic firm



            23    transportation service?



            24          A.    Yes, I would agree with that.



            25          Q.    Isn't it true that the Company's utilization of
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             1    opportunities to update nominations of its firm



             2    transportation service throughout the gas day could offset



             3    some of the use of the no-notice transportation service?



             4          A.    It is possible.



             5          Q.    Have there been any changes in how the Company



             6    is utilizing this no-notice service agreement since it has



             7    executed the two new peaking service contracts?



             8          A.    No, the no-notice service is completely



             9    separate from the peaking contracts.  So it is still being



            10    utilized as it originally was.



            11          Q.    Let me direct you to page 13 of your direct



            12    testimony.  This question primarily deals with demand



            13    response and options the Company has I believe to try to



            14    deal with a peak day situation as it interfaces with



            15    customers that have a lesser priority service; is that



            16    correct?



            17          A.    Can you repeat the question?  I was flipping to



            18    the page.



            19          Q.    I think this question is primarily directed at



            20    the demand response and how the Company might use its



            21    options to cut some customers to meet a peak day need; is



            22    that right?



            23          A.    Yes.



            24          Q.    We've also had discussion here today about



            25    customers being cut, not because they're taking a lesser
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             1    service but because we've had some sort of an emergency or



             2    a significantly cold day.  Do you recall that testimony?



             3          A.    I do.



             4          Q.    Are there provisions in the Company's tariff



             5    that govern how those customers might be cut in an



             6    emergency situation?



             7          A.    We do have procedures for emergency shutoff



             8    with customers.  We go in order of type.  So we would cut



             9    off large industrial users before we do others.  That is



            10    assuming that it's not an isolated geographically type



            11    situation.  In an emergency situation in which we just



            12    don't have enough gas supply for customers, we may not have



            13    the option to go and selectively choose large commercial



            14    customers to turn off.  Those pressures in the system might



            15    dictate that.  We have to turn off geographic areas.  That



            16    gets into more of Mr. Platt's expertise as to how the model



            17    determines which areas are going to need to be shut off



            18    first.  If we're just looking ahead of time determining



            19    which customers would be curtailed, we could do that ahead



            20    of time.  But sometimes if the pressure is the issue it



            21    could be determined by the system, not necessarily by us



            22    picking and choosing which customers.



            23          Q.    Would you accept, subject to check, that



            24    Section 7.03 governing this emergency service restriction



            25    might apply only to the area that would be effected by an
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             1    outage?



             2          A.    Should be, yes.



             3          Q.    And that there is a priority of who you would



             4    cut, including residential service last, and isolated by an



             5    area that might get effected; is that right?



             6          A.    Yes.  If the opportunity was available to do



             7    that on an customer by customer basis, yes.



             8          Q.    And in restoring the service you would bring



             9    the hospital and similar customers back on just before



            10    residential, et cetera; is that right?



            11          A.    Yes.



            12          Q.    Thank you.  I have just a few more questions.



            13    Isn't it true that Mr. Mierzwa's peak day demand results in



            14    a reasonable lower number than the Company's conservative



            15    approach?



            16          A.    Yes, I do believe the two numbers were in a



            17    close range when you looked at the peak hour demand need.



            18    I think they were within 27,000 decatherm.



            19          Q.    If this Commission were to determine that



            20    Mr. Mierzwa's reasonable approach and his numbers were in



            21    fact what we ought to be using for the peak day model,



            22    could that affect your contracting practices in some slight



            23    way?



            24          A.    Actually they could.  You would try and



            25    contract for less peak hour services if you were to reduce
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             1    the peak hour demand.  However, if you look at our peak



             2    hour contracts, the Kern River contract is at a negotiated



             3    rate.  So implying that a slight reduction in volume on



             4    that contract would result in an equal reduction in cost is



             5    not necessarily true because it is a negotiated rate.  So



             6    we would have to renegotiate a lower volume, which could be



             7    at a higher rate.  The Dominion Energy Questar Pipeline



             8    contracts, those contracts are -- the primary cost



             9    associated with those contracts are for the Overthrust



            10    capacity that they have to go and reserve.  So assuming



            11    that they would or would not have to alter that contract



            12    with the Overthrust Pipeline, that may not result in any



            13    reduction of cost.  While the contacting practices may



            14    change, and you may contract for a slightly lower number,



            15    the costs of those contracts would not necessarily change



            16    dramatically anyway.  They may have a slight reduction.



            17          Q.    But there is no reason currently for you to be



            18    looking for additional contracts to try to satisfy a



            19    possible need that's in the higher than reasonable or



            20    higher than conservative approach that we're talking about



            21    in the range of reasonableness; is that right?



            22          A.    I think the -- I believe that both estimates



            23    are within the range of reasonableness.  I would think that



            24    you would want to have a reasonable level of contracts.  In



            25    fact, if you go back to your analogy and your question from







�

                                                                          118







             1    earlier about insurance.  If you hadn't used your insurance



             2    and your premium goes up, would you consider keeping that



             3    insurance.  I believe what you would do is you would



             4    compare it to other companies insurance and see the cost of



             5    that insurance.  Well, if you compare our supplier nongas



             6    cost overall with other similar companies, we are at the



             7    lower end of rates.  So to say that we are at an



             8    unreasonable level of contracting to match an unreasonable



             9    level of demand, I don't think that's accurate because



            10    you're obviously within a reasonable level of contracting



            11    costs when you compare it to other similar companies.



            12          Q.    As you might understand representing the



            13    residential and small commercial customers that the Office



            14    does, we're in a world here in Salt Lake City where those



            15    customers that we represent have one option.  We're here



            16    before the Public Service Commission to ensure that the



            17    regulated answer might be reasonable as opposed to allow my



            18    clients, my contingents, to seek other options that don't



            19    exist in their community for gas services; isn't that true?



            20          A.    That is very true.  My point was just that our



            21    costs are reasonable and when you compare them to other



            22    companies it's easy to see that our costs for contracting



            23    are reasonable.  And to lower those contracting costs by a



            24    slight amount and increase the risk that those same



            25    customers that you're looking out for would be subject to,
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             1    I don't think is reasonable.  I think the cost versus risk



             2    is the key thing you have to look at here.  Increasing the



             3    risk is not acceptable as we've pointed out a number of



             4    times today.



             5                MR. SNARR:  Thank you.



             6                CHAIRMAN LEVAR:  Is that all of your cross



             7    examination?



             8                MR. SNARR:  Yes.



             9                CHAIRMAN LEVAR:  Any redirect?



            10                MS. CLARK:  Yes, just briefly.



            11                        REDIRECT EXAMINATION



            12    BY MS. CLARK:



            13          Q.    Mr. Schwarzenbach, Mr. Snarr was asking you



            14    about the tariff and about the emergency shutoff



            15    procedures.  I would like to follow-up on that if I may.



            16          A.    Sure.



            17          Q.    Let me preface this by going back to your



            18    experience.  Prior to your time in the gas supply



            19    department you were an engineer; is that correct?



            20          A.    Yes.



            21          Q.    And you have some familiarity with the system



            22    modeling and operations, do you not?



            23          A.    Absolutely.



            24          Q.    Is it practical to believe, Mr. Schwarzenbach,



            25    that during a peak hour the Company could cut select
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             1    customers, or even select regions in a timely fashion, and



             2    is it reasonable to expect that, for example,



             3    transportation customers would have volumes that would be



             4    helpful in this situation?



             5          A.    No, I don't think that's reasonable to expect.



             6    As I said, the system would somewhat dictate because of



             7    timing.  It's all going to happen very quickly, especially



             8    in terms of a peak hour where if our peak hour supply were



             9    reduced to match our contract limit for a day, or the RDC



            10    for the day, that would be an almost immediate reduction in



            11    matching our demand.  Our customers, even the interruptible



            12    customers that are on an interruptible rate get two hours



            13    to interrupt at this point and have trouble meeting that



            14    two hour requirement.  To expect that large commercial



            15    customers that are not interruptible and are not familiar



            16    with an interruptible procedure are going to shutoff



            17    quickly, I don't think that's a reasonable expectation.  We



            18    would probably in that situation have to get to the point



            19    where we sent crews out to shut those customers off rather



            20    than just making phone calls.  We might not even have a



            21    proper contact number to call those customers to say that



            22    we need them to go off.  So to expect anything like that



            23    type of instantaneous reduction in demand from those large



            24    commercial customers, I don't think that is reasonable to



            25    expect on a short term time period like that.
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             1          Q.    My follow-up questions is in a similar vain,



             2    given the time constraints that you've been describing,



             3    would the Company know or be able to identify which



             4    customers had high usage and which customers should be



             5    shutoff to aid in the system maintenance or maintaining the



             6    system?  Would you know what they're burning?



             7          A.    I would not know what individual customers are



             8    burning on a particular day.  We are aware of



             9    transportation customers what they have nominated, and we



            10    can expect that their nominations are somewhat close to



            11    what they're burning.  But we don't know exactly what a



            12    customer would be burning.



            13                MS. CLARK:  I don't have anything further.



            14    Thank you.



            15                CHAIRMAN LEVAR:  Thank you.  Any recross,



            16    Ms. Schmid?



            17                MS. SCHMID:  Nothing further from the Division



            18    for this witness.



            19                CHAIRMAN LEVAR:  Thank you.  Mr. Snarr.



            20                MR. SNARR:  Nothing further.



            21                CHAIRMAN LEVAR:  Commissioner White, do you



            22    have any questions for Mr. Schwarzenbach?



            23                COMMISSIONER WHITE:  Yes.  Going back to your



            24    summary and job history and what precipitated this new



            25    contracting mechanism.  You mentioned this concern that was
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             1    brought up by the pipelines which was roughly around 2015.



             2    Is there something historically that changed significantly



             3    that created this concern on the part of the pipelines that



             4    was different than past?



             5                THE WITNESS:  Well, I think from an LDC



             6    standpoint it's been a growing concern for the pipelines,



             7    hour peak in particular has been growing.  So that concern



             8    from them is getting more and more.  But it's really been



             9    pushed throughout the industry by a lot of the electric



            10    generation facilities.  As these electric generation



            11    facilities have gotten more to the point where they want to



            12    turn on and off throughout the day and not flow their gas



            13    evenly, it's really become more of an issue across the



            14    board, which is why you've seen more and more of the



            15    pipelines submitting for these enhanced services, which is



            16    why you see FERC Order 809.



            17                The electric generation doesn't burn evenly.



            18    The pipelines have to treat all of their customers similar.



            19    So by not allowing electric generators to burn unevenly,



            20    they can't allow LDCs to do the same thing on their



            21    pipelines that the electric generators want to do and



            22    they're telling them no.



            23                So that's become more of an issue in the



            24    industry.  They have to treat all shippers similarly.  So



            25    they've come to us and said we're basically not allowing it
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             1    for these other shippers, we can't allow it for you.



             2    They've come to us and said your load isn't even, you have



             3    to even out your load or you have to do something about it



             4    to keep it on a firm basis, otherwise it's on an



             5    interruptible basis.



             6                COMMISSIONER WHITE:  I think what you are



             7    describing, tell me if I mischaracterize, it seemed like



             8    you were describing almost like head room in a no-notice



             9    transportation, some days are available, some days are not



            10    that you can float on?



            11                THE WITNESS:  Yes.



            12                COMMISSIONER WHITE:  Typically how often is



            13    that available?  Is that like a very sporadic based on the



            14    time of year?  How often can you count on it?



            15                THE WITNESS:  I think it's completely feasible



            16    based on the demand of the pipeline.  On what would be our



            17    peak day, I expect there would be nothing available on the



            18    pipeline.  That would be a day where basically all of their



            19    customers are using as much gas as they possibly can that



            20    the pipeline capacity would be in high demand.  I would



            21    expect that on those particular days you're going to see



            22    very little available for the use of no-notice.



            23                COMMISSIONER WHITE:  That's all the questions I



            24    have.  Thank you.



            25                CHAIRMAN LEVAR:  Commission Clark.
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             1                COMMISSIONER CLARK:  Just a couple questions



             2    about demand response and the degree which you tested that



             3    concept with large industrial users, canneries or other



             4    processes that use gas in large volumes.  In your



             5    discussion and your testimony I note the pessimism about



             6    customers willingness to interrupt and the histories.



             7    We've all lived through some of that history I think.  So I



             8    understand that piece of the testimony.  What I'm wondering



             9    about is the degree at which you tested, what kinds of



            10    financial incentives you need to provide so that it would



            11    be worthwhile and we can have confidence that a particular



            12    industrial process would agree to cease operations at your



            13    direction within an hour notice or something like that?



            14    Have any of those conversations taken place?



            15                THE WITNESS:  Yes, they have.  We've done a



            16    couple of things.  One, we surveyed a number of our largest



            17    customers to ask them what type of interest.  Most of them



            18    said they would not be interested in that type of service.



            19    Some of them did come back and say it depends on what



            20    you're willing to -- what's in it for them, what type of



            21    cost is in it for them.  We've also looked at this has to



            22    be reliable, so we would have to look at the cost of the



            23    equipment in order to have an automatic shutoff type



            24    situation.  Then we looked at it and said the only way we



            25    can rely on those customers shutting off to impact our
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             1    supply for the day is if those customers have supply coming



             2    to our system.  If you're a large customer for some reason



             3    your process is shut down, everybody is on vacation that



             4    day, and you have no gas nominated, then telling them to



             5    turn off is not going to help us in any way.  We have no



             6    control over how much gas a customer nominates and has



             7    scheduled for them for a day.  So those are really the



             8    three main issues we looked at with this proposal.



             9                And then when you start adding up costs.  The



            10    cost for the equipment alone to have automatic shutoffs on



            11    the number of large customers it would take to match this



            12    demand compared to the cost of the firm peaking service



            13    just didn't seem to match up.  Your firm peaking services



            14    were a lot less expensive then when you started calculating



            15    cost.  Then you consider that you're going to have to add



            16    in some type of cost for how much we would pay them to be



            17    on a service schedule to allow them to do that.  So that's



            18    about as far as we went with that analysis.



            19                COMMISSIONER CLARK:  So it's your view that



            20    that kind of arrangement would only be practical or would



            21    only present a solution if you had the mechanical ability



            22    to shut off and you were not just relying on the customers'



            23    commitment to do it and to accept the financial payment?



            24                THE WITNESS:  Yes.  And that goes back a lot to



            25    our historical practice.  Even the interruptible customers,
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             1    I think as you know, we've had issues with them also.  To



             2    except firm customers on a very short term timeframe to be



             3    able to turn around and do that, I have trouble.  And then



             4    you have to consider our side of things where we have to



             5    notify all of those customers.  Even the timing to notify



             6    them, for a peak hour type situation, you have a really



             7    short timeframe.  You're going to be calling these



             8    customers and saying we need you to turn off, but we need



             9    you to turn off not two hours from now, we need you to turn



            10    off now, or within 15 minutes to turn off.  That's a lot



            11    bigger ask in my mind of customers that are interruptible



            12    customers that are expecting to be turned off as we give



            13    them warning now, and calling them and saying you have to



            14    turn off in two hours.  I think calling a process directed



            15    customer and saying you have to turn off in 15 minutes, I



            16    don't care if you have something in your furnace or you



            17    have customers that need to stay warm or whatever it may



            18    be, we need you to turn off.  I think those are two



            19    different acts.



            20                COMMISSIONER CLARK:  In terms of reacting to a



            21    potential peak hour situation, that wouldn't be something



            22    that you would pull a trigger on a day in advance based



            23    upon a weather forecast of minus 5, for example, or



            24    something like that?  Is that also how the Company thinks?



            25                THE WITNESS:  I think it would depend how often
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             1    you really wanted to do this to those customers.  If you're



             2    going to have to do it and want to provide more notice,



             3    you're going to be a lot more conservative in calling.  So



             4    assuming that the pipeline is not going to be able to



             5    provide an interruptible basis the day before, that tells



             6    me that pretty much any time our hourly demands would



             7    exceed our contractual limit or RDC for the day, if you're



             8    going to do it ahead of time, you're going to have to call



             9    any time that's going to exceeds that, which I think we



            10    calculated was 70 times over the past five years or



            11    something around that.



            12                COMMISSIONER CLARK:  Thank you.  I appreciate



            13    it.



            14                CHAIRMAN LEVAR:  Thank you.  I want to



            15    follow-up on one issue that I believe Mr. Snarr asked you



            16    about.  Assuming current conditions where you have



            17    no-notice transportation contracts and you also have firm



            18    peaking service contracts.  Can you describe a situation



            19    for me where you would need to use the no-notice contracts



            20    where you could not use the firm peaking service contract



            21    to meet that same need?



            22                THE WITNESS:  That's kind of a complicated



            23    question because they're two very different services.  The



            24    no-notice contracts really is more of an imbalance



            25    management tool.  Whereas, the firm peaking contract really
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             1    provides additional supply during the day.  So the



             2    no-notice at the end of the day makes an adjustment to your



             3    nomination and adjusts your storage withdrawal accordingly.



             4    If there is no additional storage withdrawal available



             5    you're not going to be able to make that adjustment.  If



             6    you use firm peaking services, those services should



             7    balance out.  The way they work is they will provide more



             8    supply during the peak hours, and then during the nonpeak



             9    hours they provide less.  So it should even itself out.



            10    Does that mean you're not going to need your no-notice.



            11    That's not necessarily true because overall on the day your



            12    usage of gas could still be different.  No-notice is really



            13    an overall on the day type service.  Where you've either



            14    nominated for the day too much or too little, no-notice



            15    will adjust your storage to accommodate that if it can.  So



            16    it's more of an imbalance on the day tool, where the firm



            17    peaking really provides you that hourly supply.  Does that



            18    clarify or make it more confusing?



            19                CHAIRMAN LEVAR:  Let me ask this.  The firm



            20    peaking service contracts are being used for more reasons



            21    than simply responding to peak hour/peak day situations,



            22    correct?  Am I remember a previous docket correctly?



            23                THE WITNESS:  Yes and no.  Let me clarify that.



            24    They're designed for the peak hour of a design peak day.



            25    So they're being contracted for based on the volume that is
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             1    needed to meet the peak hour needs on a design peak day.



             2    They are being used on nondesign peak days, so cold days



             3    during the winter, to meet the peak hour demands on that



             4    day.  Everyday has a peak hour demand.  Even today had a



             5    peak hour demand.  There is still more gas usage in the



             6    morning, even in the summer than there is in the winter.



             7    It's definitely a lot bigger swing in the winter than it is



             8    now, but there is always a peak hour.  We use that service



             9    -- because it's available during those months, we've used



            10    it to meet the peak hour needs for nonpeak days.  But the



            11    volume that it is contracted for, the reason it is



            12    contracted is to meet those peak hour days that would



            13    exceed our contract limit during the peak hours.



            14                CHAIRMAN LEVAR:  I'm risking asking this



            15    question the wrong way, but I'll go ahead and take the



            16    risk.  If you had a situation where you needed to adjust



            17    your nomination where you would normally use no-notice



            18    service to extract, do the firm peaking contracts with Kern



            19    River and Questar Pipeline allow any use that could be used



            20    to meet that same kind of need?  Do those contracts have



            21    any provisions?



            22                THE WITNESS:  They really don't because the



            23    firm peaking service will balance out on the day, on the



            24    Questar Pipeline side.  The firm peaking service, whatever



            25    extra supply we pull during the morning hours will put that
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             1    line pack back into their system in the afternoon hours.



             2    So on the day you're not getting any additional supply.



             3                CHAIRMAN LEVAR:  So those contracts have to



             4    balance out on a daily basis?



             5                THE WITNESS:  Yes.  Except for the Kern River



             6    contract, which that you preload the pipe the morning



             7    before, basically the day before you preload that gas and



             8    you still have to take that gas on the day.  It doesn't



             9    really change your nomination.  That's all still in the



            10    nomination as well.  So it doesn't change the amount of gas



            11    you're going to get on the day.  You still have to match



            12    your nomination.  Whereas, the no-notice service really



            13    adjusts your daily amount of supply that you have coming to



            14    your system on the day, not during the hours.



            15                CHAIRMAN LEVAR:  Thank you.  I appreciate those



            16    answers.  Thank you for your testimony today.  Anything



            17    further from the Utility?



            18                MR. SABIN:  No, we don't have anything further.



            19                CHAIRMAN LEVAR:  Why don't we take a one hour



            20    break and we will reconvene in an hour.



            21                (Off the record.)



            22                CHAIRMAN LEVAR:  We're back on the record.  We



            23    will go to Ms. Schmid for the Division of Public Utilities



            24    first witness.



            25                MS. SCHMID:  Good afternoon.  As our first the
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             1    Division would like to call Mr. Frank DiPalma.  The



             2    Division would like to express its gratitude to the parties



             3    and to the Commission for allowing Mr. DiPalma to testify



             4    by phone as he is quite ill, but I am sure recovering



             5    rapidly.  So with that, could Mr. DiPalma please be sworn?



             6                CHAIRMAN LEVAR:  Mr. DiPalma, do you swear to



             7    tell the truth?



             8                THE WITNESS:  I do.



             9                CHAIRMAN LEVAR:  Thank you.



            10                         DIRECT EXAMINATION



            11    BY MS. SCHMID:



            12          Q.    Could you please state your full name and



            13    business address for the record?



            14          A.    Frank T. DiPalma.  My business address is 702



            15    Pine Grove Avenue, Jupiter, Florida.



            16          Q.    By whom are you employed?



            17          A.    I am employed by Williams Consulting.  And I am



            18    part of the Overland Consulting team supporting Utah



            19    Division of Public Utilities.



            20          Q.    As other witnesses have done, could you please



            21    briefly describe your experience and qualifications to be



            22    the Division's witness in this case?



            23          A.    I would be happy to.  I am an energy industry



            24    management consultant with over 30 years of experience in



            25    assessing and working for gas and electric utilities.  In
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             1    addition to Williams Consulting, my consulting experience



             2    includes employment with Jacobs Consultancy as director and



             3    Stone & Webster Consultants as associate director.  My



             4    direct utility operating experience has been gained from



             5    being employed as an officer, manager, or engineer at



             6    Mountaineer Gas Company and at Public Service Electric and



             7    Gas Company.  My experience as it relates to this



             8    proceeding, results from reviewing the planning, load



             9    forecasting, and system engineering practices of numerous



            10    gas utility delivery functions as part of Commission



            11    required reliability and safety related assessments.



            12          Q.    Did you prepare and cause to be filed what has



            13    been premarked for identification as DPU Exhibit 4-Direct,



            14    and that was filed in both confidential and redacted form,



            15    and Exhibit 4.1-Direct, which accompanied those



            16    representative filings which is your CV?  And also did you



            17    prepare and cause to be filed what has been premarked as



            18    DPU Exhibit 4-SR, your prefiled supplemental testimony



            19    certificate of service filed on May 31st of this year?



            20          A.    I did.



            21          Q.    Do you have any changes or corrections to that



            22    prefiled testimony?



            23          A.    I do not.



            24          Q.    With that do you adopt the prefiled testimony



            25    as your own today?
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             1          A.    I do.



             2                MS. SCHMID:  Accordingly, the Division would



             3    like to move for the admission of DPU Exhibit 4-Direct with



             4    Exhibit 4.1-Direct, and DPU Exhibit 4.0-SR, the direct and



             5    supplemental testimony of Mr. DiPalma.



             6                CHAIRMAN LEVAR:  Just to clarify.  I heard you



             7    refer to both confidential and nonconfidential versions of



             8    the direct.  I do not have a confidential version of the



             9    direct.  The one I have, both of his testimonies appear to



            10    be nonconfidential.



            11                THE WITNESS:  I believe that's correct.



            12    Neither are marked confidential.



            13                MS. SCHMID:  Then that was an error on our



            14    part.  I apologize for that.  Thank you for catching that.



            15                CHAIRMAN LEVAR:  Or I may have misheard.



            16                MS. SCHMID:  No.



            17                CHAIRMAN LEVAR:  If there is any objection to



            18    the motion please indicate to me.  I'm not seeing any, so



            19    the motion is granted.  Thank you.



            20          Q.    Mr. DiPalma, do you have a summary to present



            21    today?



            22          A.    Yes, I do.



            23          Q.    Please proceed.



            24          A.    The purpose of my testimony is to support



            25    Overland Consulting in assisting the Utah Division of
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             1    Public Utilities in assessing three areas.



             2                First, DEU's distribution system planning with



             3    respect to the transmission and distribution facility



             4    requirements needed to accommodate design day and peak hour



             5    demands.



             6                Second, the engineering impact on DEU's



             7    distribution system at design day and peak hour conditions



             8    in terms of operating pressures and the Company's ability



             9    to meet customer requirements.



            10                And third, to evaluate the operational issues



            11    associated with serving all of DEU's utility customers with



            12    reliable and safe service on design day and peak hour



            13    conditions.



            14                To initial the assessment of these areas, my



            15    testimony starts with a simple comparison of DEU's load



            16    growth, comparing where available 14 years of actual



            17    experience to 10 years of forecast growth.  The load growth



            18    areas I compared were system sales, peak design day, and



            19    peak hour demand.  As a result of making this



            20    straightforward comparison three concerns surfaced.



            21                First, firm sales peak design day appears to be



            22    projected too high.  As the firm sales peak day forecasted



            23    for the 2017-2018 winter is 50 percent greater than the



            24    previous five year average.



            25                Second, forecasted peak hour growth is
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             1    projected to increase 30 percent greater than what was



             2    experienced in the last five winter seasons.



             3                And third, the projected firm sales peak hour



             4    growth rate is almost 2.5 times faster than the forecasted



             5    firm sales peak design day growth rate.



             6                These concerns have a direct implication on the



             7    unsteady state flow models used for the gas system network



             8    design.  Because the design peak day flow estimate is input



             9    into the unsteady state flow models, the models' results



            10    would then underestimate the actual system pressures and



            11    overestimate the need for system capacity to meet the



            12    forecasted peak hour demand.



            13                Key findings contained in my testimony include



            14    the following:



            15                With respect to distribution system planning



            16    DEU designs its distribution system to meet maximum flow



            17    conditions, which by definition implies peak hour loads.



            18                The company uses state-of-the-art software in



            19    its steady state and unsteady state flow condition analysis



            20    models.



            21                DEU appropriately engages a variety of model



            22    inputs and employs a skilled workforce in its system



            23    planning and analysis engineering group.



            24                DEU annually verifies design day system



            25    pressures with what is actually occurring in the gas
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             1    distribution network, with the vast majority of actual



             2    pressures as compared to model pressures found to be within



             3    five percent of the actual pressure.



             4                DEU annually prepares an integrated resource



             5    plan which identifies any areas where the projected



             6    distribution system pressures are near the 125 pound



             7    minimum.  The 2017 IRP contained a new chapter titled, Peak



             8    Hour Demand and Reliability, where for the first time the



             9    company describes forecasts indicating that peak hour



            10    demand across the entire system will materially exceed the



            11    total firm capacity on the peak day for the next ten



            12    heating seasons.



            13                DEU has stated that peak hour flow will be at



            14    least 17 percent higher than design peak day flow.  This



            15    assumes transportation customers, including Lake Side Power



            16    Station, have uniform loads throughout the day are modeled



            17    at their daily contract limit and transportation customers



            18    with consistent and predictable hour quantities are modeled



            19    consistent with their demand profiles.



            20                If transportation customers and Lake Side Power



            21    load were removed from the design peak day calculation, the



            22    peak hour flow would be 5,205 decatherm or 7.3 percent



            23    higher than design peak day flow.



            24                Traditionally, hourly load fluctuations during



            25    peak periods have been met on an operationally available
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             1    basis utilizing available upstream capacity.  As these



             2    fluctuations, still within available firm capacity but



             3    above the required daily capacity, or RDC, have become



             4    greater, DEU believed there was a need to explore



             5    alternative ways of providing service during peak hours.



             6                In response, Dominion Energy Questar Pipeline



             7    and Kern River Pipeline have offered firm peak service.  To



             8    offer this service DEQP states that it utilizes capacity on



             9    the Overthrust Pipeline as well as dedicated use of



            10    injection/withdrawal capacity at the Aquifer Storage.  Kern



            11    River states that it utilizes capacity on its pipeline by



            12    allowing DEU to store gas through line pack and withdraw



            13    that supply from line pack during peak hours on a firm



            14    basis.



            15                To support its position that it needs firm peak



            16    hour service, DEU presented a list of transportation



            17    customers and regulator stations connected to the high



            18    pressure system that would fall below operational pressures



            19    on a design peak day without firm peak hour supply.



            20                It has been DEU's policy to maintain 125 pounds



            21    at the inlet to a transportation customers' piping.



            22    Maintaining the 125 pressure is critical to transportation



            23    customers as their internal fuel runs and processes have



            24    been configured to receive gas at this minimum pressure.



            25                On one-way feed systems where the regulator
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             1    station feeding the community is near design capacity,



             2    customers on the system may experience outages when the



             3    inlet pressure goes below 125 pounds as any reduction below



             4    this level would reduce the capacity and/or outlet pressure



             5    and although gas will continue to flow the reduced flow



             6    rate may not be enough to sustain customer demand.



             7                In conclusion, as I initially mentioned I am



             8    not confident about the accuracy of DEU's design peak day



             9    projections.  This provides a weak foundation for the



            10    unsteady state flow model, since the design peak day flow



            11    estimate is input into the unsteady state flow models, the



            12    results would be to underestimate the actual system



            13    pressure and overestimate the need for system capacity to



            14    meet the design peak hour demand.



            15          Q.    Thank you.



            16                MS. SCHMID:  That concludes Mr. DiPalma's



            17    summary.  He is now available for cross examination and



            18    questions from the Commission.



            19                CHAIRMAN LEVAR:  Thank you, Ms. Schmid.



            20    Mr. Snarr, do you have any questions for this witness?



            21                MR. SNARR:  No questions.



            22                CHAIRMAN LEVAR:  Thank you.  Mr. Sabin and



            23    Ms. Clark.



            24                MR. SABIN:  The Company has no questions as



            25    well.
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             1                CHAIRMAN LEVAR:  Commissioner White.



             2                COMMISSIONER WHITE:  No questions.  Thank you.



             3                CHAIRMAN LEVAR:  Commissioner Clark.



             4                COMMISSIONER CLARK:  No questions.  Thank you.



             5                CHAIRMAN LEVAR:  I don't have any further.



             6    Thank you for your testimony today, Mr. DiPalma.



             7                MS. SCHMID:  If I may, Chairman LeVar, may I



             8    ask that Mr. DiPalma be excused?  I believe we most likely



             9    could contact him by phone if we need him.  But I think it



            10    would be appropriate and kind if he didn't have to listen



            11    to the rest of this.



            12                CHAIRMAN LEVAR:  Certainly.  Any party or



            13    commissioner that objects to that please indicate to me.



            14    I'm not seeing any objection.  Thank you, Mr. DiPalma.  I



            15    hope the rest of your afternoon will be better than ours.



            16                THE WITNESS:  Thank you so much.  It's actually



            17    past my bedtime.



            18                MS. SCHMID:  The Division would like to call



            19    its next witness and that would be Mr. Kenneth H. Ditzel.



            20    Could he please take the stand?



            21                CHAIRMAN LEVAR:  Good afternoon, Mr. Ditzel.



            22    Do you swear to tell the truth?



            23                THE WITNESS:  I do.



            24                CHAIRMAN LEVAR:  Thank you.



            25    **
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             1                         DIRECT EXAMINATION



             2    BY MS. SCHMID:



             3          Q.    Please state your full name and business



             4    address for the record.



             5          A.    Sure.  My full name is Kenneth Hooper Ditzel.



             6    And my full address is 8251 Greensboro Drive, Suite 1111,



             7    McLean, Virginia, 22102.



             8          Q.    By whom are you employed and in what capacity?



             9          A.    FTI Consulting is my employer and I'm a



            10    managing director.



            11          Q.    Can you briefly describe your duties at the



            12    consulting firm?



            13          A.    Sure.  At FTI I am in the economic and



            14    financial consulting segment where I lead FTI's North



            15    American energy markets forecasting team.  My team and I



            16    focus on providing short and long term outlooks for supply,



            17    demand, and prices for electricity, natural gas, and coal



            18    markets.  We employ a wide range of models to develop our



            19    forecasts, such as linear programming models, valuation



            20    models, multivariate regression models, and general



            21    spreadsheet models.  I provide advisory and expert witness



            22    services across the energy value chain from fuel producers,



            23    fuel transportation companies, project developers,



            24    utilities, merchant generators, end consumers, and



            25    regulatory bodies.
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             1          Q.    Could you please provide us with details of



             2    your education that support your performance at the



             3    consulting firm?



             4          A.    Sure.  My background is I have a Mechanical



             5    Engineering degree from the University of Virginia where I



             6    practiced engineering three years at Dow Chemical.  And I



             7    also have a MBA from Georgetown University.



             8          Q.    Thank you.  Did you prepare and cause to be



             9    filed what has been premarked as DPU Exhibit 3-DIR with



            10    accompanying exhibits 3.1-Direct, your CV, and then your



            11    surrebuttal premarked as DPU 3.0-SR?



            12          A.    I did.



            13          Q.    Do you have any changes or corrections to that



            14    prefiled testimony?



            15          A.    I have one change on page 4 of my direct where



            16    I called Mr. Landward Mr. Lawrence.  It should be



            17    Mr. Landward.



            18          Q.    Thank you.  With that do you adopt your



            19    prefiled testimony as your testimony here today?



            20          A.    I do.



            21                MS. SCHMID:  Accordingly, the Division would



            22    like to move for the admission of the previously identified



            23    DPU Exhibits 3.0-Direct, 3.1-Direct, and 3.0-SR.



            24                CHAIRMAN LEVAR:  If any party objects to that,



            25    please indicate to me.  I'm not seeing any objection, the
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             1    motion is granted.



             2                MS. SCHMID:  Thank you.



             3          Q.    Mr. Ditzel, do you have a summary to provide



             4    today?



             5          A.    I do.



             6          Q.    Please proceed.



             7          A.    FTI Consulting is part of the Overland



             8    Consulting team that has been retained by the Division of



             9    Public Utilities to review the DEU filing in this



            10    proceeding.  My role in the Overland Consulting team has



            11    been to provide a comprehensive review of the multivariate



            12    regression model used by DEU to forecast design peak day



            13    firm sales demand.  I also have provided a limited review



            14    of the unsteady state model.  I focus mainly on the design



            15    peak day model in my testimony because it contains many



            16    assumption inputs and methodological flaws.  Given these



            17    many flaws and that the design peak day model informs the



            18    design peak hour model, I conclude that the results from



            19    unsteady state model are not reliable.



            20                The major assumption input flaws that I have



            21    discussed in my testimony include the selection and use



            22    maximum daily average wind speed, maximum hourly wind



            23    speed, temperature, prior day usage, and the lack of



            24    information on the joint probability of the input



            25    assumptions occurring simultaneously.  For peak day design
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             1    temperature, DEU assumes an average daily temperature of



             2    negative 5 degrees Fahrenheit.  The last time average daily



             3    temperatures were negative 5 degrees or less, regardless of



             4    the day of the week, was January 12, 1963, which was 55



             5    years ago.  This was on a Saturday, which would not be a



             6    design peak day, because a design peak day by definition is



             7    only Monday through Thursday.  The last non-weekend day,



             8    nonFriday day, with temperatures at or below negative



             9    degrees was January 5, 1949, which was 69 years ago.  I



            10    showed in my surrebuttal that there has been a



            11    statistically significant warming trend in the Salt Lake



            12    City region since 1948, with temperatures rising about .5



            13    degrees Fahrenheit per decade.



            14                For wind speed, DEU uses a maximum daily



            15    average wind speed of 26 miles per hour, which occurred on



            16    January 27, 2008, a maximum hourly wind speed of 47 miles



            17    per hour, which occurred on February 16, 2011 and was three



            18    years later than the daily average wind speed maximum.  DEU



            19    applied these values regardless of the temperatures for the



            20    days in which these maximums occur.  This is a basic



            21    misapplication of statistics, because it ignores the fact



            22    that temperature and wind speed are correlated, and instead



            23    assumes that they are independent.  I show in my testimony



            24    that the maximum average wind speed during the coldest ten



            25    days from January 1, 2004 to January 31, 2018 was 10 miles
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             1    per hour, or 37 miles per hour lower than the DEU's



             2    assumptions.  Similarly, the average wind speed during



             3    these same ten coldest days was 5 miles per hour, or 21



             4    miles per hour lower than the DEU's assumptions.  My



             5    analysis shows that very cold days tend to have very low



             6    wind speeds.  Therefore, picking a combination of the



             7    lowest temperature days and the highest wind speeds does



             8    not make any statistical sense.



             9                Applying prior day usage is uncommon among



            10    utilities when forecasting design peak day usage.  The



            11    American Gas Association survey showed that only two of the



            12    21 respondents mentioned using lagged variables in their



            13    regression equation, with one using prior day send out, and



            14    one using prior day HDD count.  Mr. Landward attempts to



            15    argue that it is reasonable to apply prior demand day usage



            16    by asserting there is some type of inertia effect.



            17    However, he never shows any reasonable statistical analysis



            18    to support this assertion.



            19                Finally, on the input side, DEU is unable to



            20    quantify the joint probability or likelihood of all



            21    assumptions occurring simultaneously.  My direct testimony



            22    states that the joint probability of the design peak day



            23    assumptions occurring simultaneously should be much lower



            24    than the 5 percent that Mr. Landward has suggested.



            25    Imposing five more conditions in addition to the design
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             1    peak day temperature would only lower the joint



             2    probability.  Even Mr. Landward states in discovery DPU



             3    2.47 that "without a complete set of data on all variables



             4    at those points in time, a reliable computation is not



             5    possible."



             6                In terms of the DEU's methodology for model



             7    parameterization, there are many flaws.  The first flaw is



             8    in not partitioning the dataset used for analysis in order



             9    to test the robustness of the model calibration.  One part



            10    of the dataset should be used for calibration.  The other



            11    part should be used for testing the quality of the



            12    calibration.



            13                The second flaw is the DEU's misunderstanding



            14    of the model's fit.  Often the statistical term adjusted



            15    R-squared is used to describe this fit.  A high adjusted



            16    R-squared value does not indicate how well a model performs



            17    on data that is outside of the sample data.  The model only



            18    explains how well it can predict conditions within the



            19    calibrated dataset.  In fact, one can construct a model



            20    that has an extremely high adjust R-squared but has little



            21    predictive power when given new data that was not used for



            22    calibration.



            23                The third flaw is in using data for calibration



            24    that does not even remotely encompass potential design day



            25    conditions.  The lowest temperature in the dataset is 4.46
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             1    degrees Fahrenheit as compared to negative 5 degrees



             2    Fahrenheit used for the assume design peak day conditions.



             3    Also, the maximum and mean wind speeds on January 6, 2014



             4    during this 4.46 degree Fahrenheit day event were 9 miles



             5    per hour and 4.58 miles per hour respectively as compared



             6    to 47 miles per hour and 26 miles per hour for assumed



             7    design peak day maximum and mean wind speed conditions



             8    respectively.  Because the DEU model was constructed with



             9    data that excludes conditions at or near design peak day,



            10    it is unclear whether it has adequate predictive power for



            11    design peak day firm demand.



            12                The four flaw is that Mr. Landward's testimony



            13    does provide a justification for four HDD terms in the



            14    regression analysis.  While it is accepted that energy



            15    demand responses to temperature changes can be nonlinear,



            16    this nonlinearity can be approximated simply with two



            17    terms.  While the addition of two more terms are



            18    statistically significant, they do so at the expense of



            19    likely overfitting.



            20                The fifth flaw is that the DEU model does not



            21    appear to be correctly specified.  I attempted to replicate



            22    the DEU model coefficients from Mr. Landward's testimony



            23    and the data provided by the DEU.  A plot of the error



            24    terms is concerning as they show high correlation with one



            25    another and exhibit strong seasonality.  This phenomenon is
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             1    known as autocorrelation.  Autocorrelation of the errors



             2    violates the assumptions of the Gauss-Markov theorem,



             3    meaning that the ordinary least squares regressor is no



             4    longer the best linear unbiased estimator.  Mr. Landward



             5    stated in OCS 2.02 that "it is likely that Mr. Landward's



             6    predecessor tested the model specification for



             7    multicollinearity and autocorrelation" and that



             8    "Mr. Landward has not duplicated those evaluations."



             9                The sixth major flaw is that the model does not



            10    allow for the effects of temperatures about 65 degrees



            11    Fahrenheit to be estimated, as it only includes HDD terms,



            12    and not cooling degree day terms even though the



            13    calibration data includes summer months.



            14                I conclude that DEU's input assumptions and



            15    methodology used in its design peak day model are not



            16    reasonable, thus making the results from that model



            17    unreliable and potentially making the design peak hour



            18    modeling unreliable as well.  This concludes my summary.



            19          Q.    I have just one clarifying question.  So if the



            20    inputs are not reliable, the results are not reliable.



            21    Does that make sense?



            22          A.    That's correct.



            23                MS. SCHMID:  With that, Mr. Ditzel is available



            24    for cross examination and questions from the Commission.



            25                CHAIRMAN LEVAR:  Thank you, Ms. Schmid.
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             1    Mr. Snarr, do you have any questions for Mr. Ditzel?



             2                MR. SNARR:  No questions from the Office.



             3                CHAIRMAN LEVAR:  Thank you.  Mr. Sabin.



             4                MR. SABIN:  Give me one moment.



             5                         CROSS EXAMINATION



             6    BY MR. SABIN:



             7          Q.    I just have three questions.  I want to be



             8    clear.  I think from reading your testimony, I don't see



             9    anywhere in there where you identify a correct approach for



            10    calculating design day demand or an approach that is



            11    industry accepted.  Have I understood your testimony



            12    correctly?



            13          A.    I think you partially understood it correctly



            14    in that I do point out what the results are of the American



            15    Gas Association survey, and in that survey how many firms



            16    actually use wind speed and HDD terms and prior day demand.



            17          Q.    I don't think that's really my question.  My



            18    question is -- let me break it apart.  So this will be more



            19    than three questions.  You don't identify anywhere some



            20    sort of industry accepted approach or government directed



            21    approach for how a utility should assess design peak



            22    demand, do you?



            23          A.    I don't point to a specific industry approach



            24    beyond what the AGA survey showed.



            25          Q.    And even the AGA survey, you're not advocating
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             1    that there is any one of those approaches is the right



             2    approach, are you?



             3          A.    I'm not saying that one approach in particular



             4    is the correct approach.



             5          Q.    You would agree with me that there are lots of



             6    different approaches taken by companies in the AGA survey,



             7    right?



             8          A.    The AGA survey approaches all were multivariant



             9    regression and with limited amount of terms used.



            10          Q.    But different variances were applied by



            11    different utilities, right?



            12          A.    They were small variances.



            13          Q.    Well, different variables and the way they



            14    applied them was different, was it not?



            15          A.    They mostly use HDD terms, a few used wind



            16    terms, and then a few used lagged variables.



            17          Q.    And as you sit here today you're not saying



            18    that any one of those is the right way to do this, right?



            19          A.    That's correct.  I'm not saying any one in



            20    particular is the correct one.



            21          Q.    Okay.  Two more questions.  In criticizing



            22    Mr. Landward you're also criticizing Mr. Mierzwa's



            23    approach, aren't you, as well?  Don't you by extension have



            24    to be?



            25          A.    I am criticizing any approach that uses the
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             1    current model as it's designed.



             2          Q.    Is it your understanding that Mr. Mierzwa does



             3    in fact use essentially the same model as Mr. Landward with



             4    some tweaks?



             5          A.    Yes, that's correct.



             6                MR. SABIN:  No further questions.



             7                CHAIRMAN LEVAR:  Thank you.  Any redirect,



             8    Ms. Schmid?



             9                MS. SCHMID:  Yes.  May I have just one moment?



            10                CHAIRMAN LEVAR:  Yes.



            11                        REDIRECT EXAMINATION



            12    BY MS. SCHMID:



            13          Q.    You were asked some questions about industry



            14    practice.  Could you remind me and remind us how long you



            15    have been a consultant in this industry?



            16          A.    I've been working professionally for 20 years,



            17    three years at Dow Chemical and about 17 years in



            18    consulting.



            19          Q.    And you were also asked some questions about



            20    small variances between gas company models.  Those



            21    questions in part related to the AGA survey.  Could you



            22    remind us what those variances were?



            23          A.    Sure.  Let me pull up my direct testimony.  I



            24    stated on page 4 of my direct testimony starting on line



            25    94, first, one out of 21 respondents, two respondents
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             1    explicitly include wind and a third respondent implicitly



             2    includes wind as an independent variable in their



             3    regression equations.  DEU used two different wind



             4    variables in its model.



             5                And I would like to add there they used a third



             6    wind variable in a sense because it also multiplied HDD



             7    times wind as another variable.  And then I go on to say,



             8    second, only two of the 21 respondents mention using lagged



             9    variables in their regression equation, with one using



            10    prior day send out and one using prior day HDD count.



            11                I would say in total DEU used four HDD terms,



            12    two wind terms, a combination of wind and an HDD term, and



            13    a lagged variable plus binary indications for holiday,



            14    Fridays, and weekends.



            15          Q.    And so if the inputs are suspect and the model



            16    perhaps overutilizes some variance, and perhaps



            17    underutilizes others, are then the results uncertain and



            18    subject to question?



            19          A.    The results are certainly subject to question.



            20    Mainly because of the way the inputs were selected and the



            21    way the model was parameterized.  On the input side I make



            22    it very clear that the wind selection inputs do not make



            23    statistical sense given that typically on very cold days



            24    you have very low wind speeds.  And I show that very



            25    explicitly on line 166, table 4 of my direct, where I take
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             1    the top ten coldest days with an average of 56 for HDD and



             2    show that the max wind speed was 10 miles per hour and the



             3    average mean was 5, which was significantly different than



             4    what Mr. Landward used in his model.



             5          Q.    Thank you.



             6                MS. SCHMID:  Those are all my redirect



             7    questions.



             8                CHAIRMAN LEVAR:  Thank you.  Any recross?



             9                MR. SABIN:  I don't think so.



            10                CHAIRMAN LEVAR:  Commissioner Clark, do you



            11    have any questions?



            12                COMMISSIONER CLARK:  Mr. Ditzel, do you work



            13    routinely with design peak day modeling?



            14                THE WITNESS:  I wouldn't say that I work



            15    routinely with it.



            16                COMMISSIONER CLARK:  In your consulting



            17    practice and engagements that you've had over the 20 years



            18    roughly, how many times have you worked directly either --



            19    well, in cases like this one where the design peak day is



            20    at issue and you've had an opportunity to tease apart the



            21    modeling to evaluate it, to critique it, or even to perform



            22    it?



            23                THE WITNESS:  Sure.  In a case like this one,



            24    or very close to this one, I have not participated in



            25    another case.  But I would like to say that myself and my







�

                                                                          153







             1    team members functionally have done a number of statistical



             2    analyses outside of design peak day analyses that pick and



             3    criticize other analyses apart to understand where they're



             4    satisfactory and where they're not.



             5                COMMISSIONER CLARK:  You mentioned in your



             6    summary the concept of overfitting.  Would you remind me at



             7    least what that means and the statistics?



             8                THE WITNESS:  Sure.  The idea of overfitting is



             9    pouring in as many different variables as possible into



            10    multivariant regression in order to get a very high



            11    R-squared value, which the DEU accomplishes in its model.



            12    So it gets a very high R-squared by putting in all these



            13    different variables.  The issue with that is particularly



            14    if your dataset does not contain data with which you're



            15    trying to predict, such as a design peak day, because there



            16    is nothing in the dataset that's even remotely close to a



            17    design peak day that DEU uses as assumptions, then



            18    overfitting of the model may tend to not be one that



            19    produces a model that has high predicted accuracy.



            20                COMMISSIONER CLARK:  Just a final question



            21    regarding the survey results.  I don't know in what detail



            22    you were able to review them.  Do you know whether or not



            23    any of them, any of the utilities that responded, used a



            24    methodology that involved both wind and lagged variables



            25    together in conjunction with a temperature element?
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             1                THE WITNESS:  Sure.  It's not clear to me and I



             2    would have to go back and look at the survey again.



             3                COMMISSIONER CLARK:  Those are all my



             4    questions.  Thank you.



             5                CHAIRMAN LEVAR:  I would like to follow-up on



             6    that question he asked before going to Commissioner White.



             7    As I am trying to evaluate what weight to give to this



             8    American Gas Association survey and why.  Our statutory



             9    responsibility is to answer the question did the Utility



            10    act as a prudent utility would have done.  We look at



            11    respondents and we see some methodologies that a small



            12    minority used, two or one respondents used a methodology on



            13    one particular issue similar to Dominion.  Does that alone



            14    say that those two utilities plus Dominion acted



            15    imprudently, or that one utility plus Dominion acted



            16    imprudently, or would three or four utilities and their



            17    response change that.  How should we evaluate a finding or



            18    at least some evidence that some, but not most utilities



            19    did things in a similar way?



            20                THE WITNESS:  Sure.  Maybe I can rephrase the



            21    question to see if I understand it correctly.  Are you



            22    asking whether or not I should be solely relying on the AGA



            23    paper as an indicator for good multivariant regression



            24    modeling for peak day design?



            25                CHAIRMAN LEVAR:  I'm not sure I'm asking if you
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             1    or we should solely rely on it.  I'm trying to figure out



             2    what weight we should give to it.  If you can supplement



             3    the question with what was going to be my follow-up



             4    question, for example, would you expect a natural gas



             5    utility in Utah to evaluate the same peak day factors as



             6    say one in Miami, Florida or San Diego, California or



             7    Billings, Montana?



             8                THE WITNESS:  There were multiple sources for



             9    testing or benchmarking your model in dataset to others.



            10    One obviously I mentioned was the AGA survey.  Another



            11    would be to work with affiliates to understand how they do



            12    their modeling.  So for DEU to speak with its affiliates



            13    and understand whether or not the different affiliates are



            14    using similar modeling approaches.  And then there are also



            15    academic journals or papers.  Mr. Landward prefaces one,



            16    the paper from 2009 that speaks about the usage of wind



            17    variables and temperature variables and to some degree



            18    lagged variables.



            19                CHAIRMAN LEVAR:  Thank you.  Commissioner



            20    White.



            21                COMMISSIONER WHITE:  I'm just curious if you



            22    have any knowledge of the background that is behind the AGA



            23    study, or what was that emphasis that the survey started



            24    off studying?



            25                THE WITNESS:  I'm not aware of the actual
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             1    emphasis behind the study.  I've only seen the results from



             2    what has been provided in the meeting room.  But no, I



             3    don't know what the emphasis was.  Typically the AGA and



             4    other organizations like to do benchmarking studies as a



             5    way of creating industry awareness.  That would be my guess



             6    as to why they did that.



             7                COMMISSIONER WHITE:  That's all the questions I



             8    have.  Thank you.



             9                CHAIRMAN LEVAR:  Thank you for your testimony,



            10    Mr. Ditzel.



            11                THE WITNESS:  Thank you.



            12                CHAIRMAN LEVAR:  Ms. Schmid.



            13                MS. SCHMID:  Thank you.  The Division would



            14    like to call its next witness Mr. Howard Lubow.  Could he



            15    please be sworn?



            16                CHAIRMAN LEVAR:  Mr. Lubow, do you swear to



            17    tell the truth?



            18                THE WITNESS:  I do.



            19                CHAIRMAN LEVAR:  Thank you.



            20                         DIRECT EXAMINATION



            21    BY MS. SCHMID:



            22          Q.    Could you please state your name and business



            23    address for the record?



            24          A.    Howard E. Lubow.  My business address is 11551



            25    Ash Street, Suite 215, Leawood, Kansas, 66211.
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             1          Q.    As with other witnesses that have presented



             2    testimony today, could you please describe your educational



             3    background?



             4          A.    I have a BA in Accounting and I did graduate



             5    work in Quantitative Analysis.



             6          Q.    Could you then describe your duties as a



             7    consultant with Overland?



             8          A.    Yes.  I am president of Overland Consulting.



             9    Myself and my firm generally represents state regulatory



            10    commissions, as well as on occasion, utilities throughout



            11    the United States.  Over the last 20 years, this work has



            12    been principally focussed on utility management audits,



            13    mergers and acquisitions, and utility rate determinations.



            14    My consulting experience, as it relates to this proceeding,



            15    includes gas planning and procurement reviews, including



            16    hedging strategies, corporate governance and strategic



            17    planning, gas cost of service and rate design.  Aside from



            18    this consulting experience, I have held the positions of



            19    chief financial officer and chief operating officer of a



            20    transmission pipeline located in the Midwest.  I have



            21    addressed the application of the prudence standard in



            22    regulatory proceedings and in industry publications.  I



            23    have appeared as a witness on behalf of the DPU last year



            24    in Docket 17-057-09.



            25          Q.    In connection with your employment at the
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             1    Division in this docket did you prepare and cause to be



             2    filed what has been premarked as DPU Exhibit 5.0-Direct,



             3    and I believe that was filed in both confidential and



             4    redacted form, with accompanying Exhibits 5.1-Direct,



             5    5.2-Direct, 5.3-Direct, 5.4-Direct, 5.5-Direct?  And then



             6    did you also prepare and cause to be filed in both



             7    confidential and redacted form your surrebuttal testimony



             8    with accompanying Exhibits 5.1-SR, 5.2-A, 5.2-B, 5.3-SR and



             9    your surrebuttal testimony identified as 5.0-SR?



            10          A.    I did.



            11          Q.    Do you have any changes or corrections?



            12          A.    I do.  In my direct at page 11, at line 280, I



            13    refer to Exhibit 5.3-Direct, which should be 5.4.  And



            14    similarly on a couple pages later, page 13, line 324,



            15    Exhibit 5.4 should be 5.5.  Finally, based on surrebuttal



            16    testimony I made a correction that would affect my direct



            17    at page 17, line 416, the first line on that page.  193,470



            18    decatherm should be 111,988.  In my rebuttal --



            19          Q.    Your surrebuttal?



            20          A.    My surrebuttal, thank you.  At page 18, line



            21    465, I refer to termination priority number 1 being the



            22    most likely to be curtailed, that really to be more



            23    accurate about it should be termination priority number 1



            24    and/or 2 being most likely to be curtailed.



            25          Q.    With those corrections do you adopt your
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             1    prefiled testimony as your testimony here today?



             2          A.    I do.



             3                MS. SCHMID:  The Division would like to move



             4    for the admission of Mr. Lubow's testimony 5.0-Direct, then



             5    Exhibits 5.1 through 5.5-Direct, Exhibit 5.0-SR and



             6    Exhibits 5.1-SR, 5.2-A, 5.2-B, and 5.3-SR.



             7                CHAIRMAN LEVAR:  If anyone objects to that



             8    motion please indicate to me.  I'm not seeing any



             9    objection, so the motion is granted.



            10                MS. SCHMID:  Thank you.



            11          Q.    Mr. Lubow, do you have a summary to present



            12    today?



            13          A.    I do.



            14          Q.    Please proceed.



            15          A.    Overland Consulting was retained by the



            16    Division of Public Utilities to review the Dominion Energy



            17    Utah application in this proceeding.  My testimony, along



            18    with Mr. Frank DiPalma and Mr. Ken Ditzel, represents the



            19    scope of analysis performed by Overland.  Our review



            20    generally included an examination of the reliability of the



            21    forecast models employed by DEU as conducted by Mr. Ditzel;



            22    the planning and operating requirements on the DEU system



            23    during peak conditions as conducted by Mr. DiPalma; the



            24    current and alternative options available to meet DEU peak



            25    demand; and finally, industry planning and best practices
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             1    associated with these subject areas.  Specifically, I



             2    reviewed the historic experience of the Company in meeting



             3    customer needs during peak conditions; alternatives



             4    available to meet these customer demands; and industry



             5    practices employed by gas distribution companies in meeting



             6    peak period requirements.



             7                The basis for DEU's decision to enter into peak



             8    hour service agreements was initially addressed in Docket



             9    17-057-09, and the evidence provided by DEU to support



            10    these agreements in this proceeding is largely unchanged



            11    from prior record evidence.  The DPU scope of review in



            12    this case, however, has been expanded to include an



            13    engineering analysis of DEU planning and operations, as



            14    well as a review of the peak hour and peak day models



            15    relied upon by DEU in defining its peaking requirements.



            16                Key findings contained in my testimony include:



            17                The actual conditions of service to DEU from



            18    Kern River and DEQP have been relatively unchanged in



            19    recent years, with no interruptions of service, or



            20    operational or financial impacts due to pipeline



            21    restrictions being imposed during peak periods.



            22                There are no comparable examples of upstream



            23    pipeline peak hour services elsewhere in the country.  And



            24    more specifically, aside from DEU no other shippers have



            25    requested peak hour services on these pipelines since the
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             1    tariffs became effective.



             2                DEU is currently paying approximately $2.4



             3    million per year for peak hour services, over half of which



             4    is paid to its affiliate DEQP.  To date, there have been no



             5    conditions where these services were needed to meet peak



             6    period demands.



             7                DEU has not experienced a design peak day since



             8    1963, about 55 years ago.  However, DEU has represented



             9    that the probability of a design peak occurrence in a 50



            10    year period is 92 percent, which in fact did not occur.



            11                DEU has made little, if any, effort to consider



            12    load control options for large customers or Lake Side,



            13    though such options, if and whenever needed, could be a



            14    significantly more economical alternative to the peak hour



            15    contracts or other longer term considerations.



            16                DEU fails to follow industry practices relevant



            17    to peak period planning, and as a result, comes to



            18    ill-founded and unnecessary planning conditions it



            19    represents must be met.



            20                Aside from the above findings, I would like to



            21    summarize the following facts, which are helpful in



            22    evaluating DEU's alleged need for peak hour services.



            23                Over the last 21 years, the excess capacity



            24    available based on a comparison of actual peak conditions



            25    to a DEU design day period was about 30 percent.  DEU
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             1    states that it is not reasonable to simply look at these



             2    historical outcomes.  However, most utilities, in fact,



             3    look at the most recent 30 years of data.  In extending



             4    this comparison to 30 years would produce a similar result,



             5    that there has always been capacity available in excess of



             6    peak period customer demands.  In fact, this comparison if



             7    extended to 50 years would produce a similar result and can



             8    be demonstrated consistent with the analysis provided in my



             9    testimony.



            10                If additional capacity were needed, for



            11    arguments sake, limiting a small group of large customer



            12    loads could be accomplished at a substantial cost savings



            13    to the peak hour agreements.



            14                The Lake Side generating facility currently has



            15    210,000 decatherm of firm load.  However, it does not take



            16    this level of capacity at the time of the DEU peak hour.



            17    DEU includes this contract level for planning purposes,



            18    contributing to a material component of the alleged peak



            19    hour deficiency.  The negotiation of a revision in the Lake



            20    Side agreement would likely be highly cost beneficial



            21    compared to the peak hour agreements or other options.



            22                Based upon industry practice, most utilities



            23    rely on temperature only, based upon the most recent 30



            24    year period, when developing peak period estimates.  In



            25    contrast, DEU also considers wind and wind speed, day of
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             1    the week, prior day conditions, dramatically increasing the



             2    estimate of peak day demand.



             3                In developing the design day peak, DEU uses



             4    weather data from one location in its service area over a



             5    90 year period, ignoring warming trends in its forecast.



             6                Cumulatively, these flaws in the model design



             7    and input data have led to a material overstatement of



             8    design peak day customer needs.



             9                Aside from peak day and peak hour estimation



            10    issues, DEU has included interruptible volumes in



            11    developing the hourly excess demand over average usage.



            12    Clearly, interruptible usage should be excluded in



            13    developing estimates of peak day and peak hour



            14    requirements.



            15                My conclusion regarding these peak hour



            16    transportation agreements is unchanged from the conclusion



            17    reached from the more limited analysis conducted in Docket



            18    17-057-09.  Namely, that there was no need for the peaking



            19    contracts.  DEU resources currently available, absence the



            20    peaking services agreements, are and have been sufficient



            21    to provide safe, adequate and reliable service.  There is



            22    no credible evidence that the peaking services agreements



            23    are necessary to continue to meet this standard.



            24                I do not believe that either the firm sales or



            25    firm transportation customers need or benefit from the peak
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             1    hour services agreements, and that DEU customers should not



             2    bear the imprudent and unnecessary costs associated with



             3    them.



             4                It is my recommendation that the Commission



             5    deny recovery of costs associated with the pipeline peaking



             6    services agreements, and that DEU be directed to modify its



             7    design peak day and peak hour models to correct current



             8    deficiencies and unreasonable assumptions currently



             9    employed, and that it adopt a process consistent with



            10    industry practice.



            11          Q.    Thank you.



            12                MS. SCHMID:  He is now available for cross



            13    examination questions and questions from the Commission.



            14                CHAIRMAN LEVAR:  Thank you.  Mr. Snarr, do you



            15    have any questions?



            16                MR. SNARR:  We have no questions.



            17                CHAIRMAN LEVAR:  Thank you.  Mr. Sabin and



            18    Ms. Clark.



            19                         CROSS EXAMINATION



            20    BY MR. SABIN:



            21          Q.    I would like to pick up right where you left



            22    off. You said a quote that I think is interesting.  You



            23    said at the end that you encourage the Commission to modify



            24    the contracts in a way to correct the deficiencies in the



            25    model.  Did I get that right?
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             1          A.    I don't believe I said the contracts should be



             2    modified.  I said the methodology and input data to the



             3    model be modified.



             4          Q.    I'll take that.  I'll take that.  You were not



             5    proposing any proposed model, are you?



             6          A.    No, other than the testimony that was provided



             7    by Mr. Ditzel.



             8          Q.    Right.  And Mr. Ditzel as you just heard he



             9    said he wasn't proposing any model either, right?



            10          A.    That's correct.



            11          Q.    So what exactly are you telling the Commission



            12    when all is said and done and the dust settles here that



            13    the DPU is saying that should be done?



            14          A.    Well, I think I've been pretty clear about what



            15    I think should be done.  I've said it in my direct and



            16    rebuttal testimony, as well as the conclusion that I've



            17    just completed.  But more specifically, I indicated that if



            18    you look at the forecast of the peak day requirements



            19    exclusive of the additional variables that have been



            20    addressed, such as wind, prior day, day of week, and so on,



            21    that that results in a delta of more than the incremental



            22    amount associated with the peak hour agreements.



            23          Q.    So what you're saying if I understand you right



            24    is you would say don't do any amount of peak hour service,



            25    period, correct?
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             1          A.    That's correct.



             2          Q.    Great.  I would like to talk with you about



             3    your testimony on -- I think I wrote your quote down



             4    correctly.  You said there are no comparable services in



             5    the country that are being used by any other utilities.  Do



             6    I have that right?



             7                MS. SCHMID:  Could you please give me a line



             8    reference so I can keep up?



             9                MR. SABIN:  That was in his statement.  He just



            10    read it, his summary.



            11                MS. SCHMID:  Okay.



            12                MR. SABIN:  I do think it appears, by the way,



            13    in his direct at page 4 as well, line 85 to 87.



            14          Q.    Did I state that correctly, Mr. Lubow?



            15          A.    That's right.



            16          Q.    I would like to know if in the course of doing



            17    your work in this case if you went and researched the



            18    publicly available contracts that are with pipelines around



            19    the country to make that statement?



            20          A.    What I did do was the following, I asked in



            21    discovery for any known comparable forms of service.  The



            22    Company initially in the 09 case said they were not aware



            23    of any comparable forms of service.  And then there were a



            24    couple FERC cases, I believe, that ultimately the Company



            25    provided that had -- one of the Company's witnesses
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             1    indicated today, had to do with really the coordination of



             2    pipelines with electric generators, not the need to make a



             3    specific provision through a peak hour agreement for



             4    peaking services occurring on a peak day.



             5                Aside from that I've done, I don't know, dozens



             6    of projects involving gas utilities, none of whom have had



             7    a similar service to that has been entered into by DEU as



             8    included in this case.



             9          Q.    Let me go back to my question because I don't



            10    think you answered my question.  You didn't go out and do



            11    any research independently on your own to look up the



            12    publicly available contracts that are entered into by



            13    utilities with pipelines; is that right?



            14          A.    Not independently, no.



            15          Q.    And the question you asked -- what you did is



            16    you asked the Company in a data request if they were aware



            17    of anybody else; is that fair?



            18          A.    It is fair.



            19          Q.    Wasn't that request only with regard to the



            20    Kern River and DEQP pipelines?



            21          A.    No.  There were two requests.  One of them did



            22    have to do with that, are there any other shippers since



            23    this tariff has been made available that have taken



            24    advantage of this service.  And separate from that there



            25    was some discovery request dealing more broadly with
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             1    comparable services.



             2                MS. SCHMID:  I would like to just add that if



             3    the Company knows of other similar contracts, it does have



             4    an obligation to supplement the data request.  And I'm not



             5    aware that it did so in this case.



             6                MR. SABIN:  I appreciate that.  I don't think



             7    the data request that was sent to the Company asked for



             8    anybody in the country.  I think it asked for specific



             9    pipelines.  But I'm happy to check.



            10          Q.    I would ask you subject to check if you went



            11    out -- if you agree that Southwest Gas has entered into an



            12    hourly peaking contract.  Do you know whether they have?



            13          A.    I do not.



            14          Q.    If I represented to you that they have, how



            15    does that change your testimony?



            16          A.    I would hate to sit here today taking that into



            17    consideration since I did ask in the record, and I can



            18    provide that as a late filed exhibit where we did ask



            19    specifically for the Company to provide that information.



            20    I've been involved in Southwest Gas proceedings in the last



            21    several years, and it did not exist at that time.  So to



            22    the best of my knowledge I don't have any personal



            23    knowledge of that.



            24          Q.    Let me just represent to you that using



            25    internet --
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             1                MS. SCHMID:  I would like to object at this



             2    point.  The witness has already answered.  He said he



             3    doesn't have any personal knowledge.  And despite the fact



             4    that we all know that everything we can find on the



             5    internet is true, I would object to this question.



             6                CHAIRMAN LEVAR:  Do you want to respond to the



             7    objection?



             8                MR. SABIN:  Sure.  I don't think it's an



             9    inappropriate objection.  I can ask subject to check.  If



            10    he wants to answer that he's not aware of any of these



            11    companies, then he can be known on the record what his



            12    answer is.



            13                CHAIRMAN LEVAR:  I think these are appropriate



            14    follow-up questions to his answer that he's not aware of



            15    any.  There is a bit of a factual dispute within his



            16    testimony of proffer statement about what the data request



            17    said.  If there is any need to clarify that, I think we can



            18    do that.  But I think this line of follow-up questions is



            19    appropriate based on the earlier response.



            20          Q.    To save time let me just say without a lot of



            21    work Southwest Gas, Public Service Company of New Mexico,



            22    ATMOS Energy, Texas Gas Service Company, Southwestern



            23    Public Service Company, and Arizona Public Service Company



            24    all have contracts, that are filed publicly available



            25    contracts, where they have required hourly peaking
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             1    services.



             2          A.    Now you just said hourly peaking services,



             3    which is not the same as what we are discussing today.



             4    There were conditions for terms of service during periods



             5    of time during the day where agreements have been made,



             6    which I am aware of, but not specifically where the goal



             7    was to accommodate a peak hour on a design day by peaking



             8    services from an upstream pipeline supplier.  And I think



             9    if you were to enter those into the record you would find



            10    that they don't precisely fit the terms of service or the



            11    purpose of those agreements with the hourly peaking



            12    services that have been addressed in this proceeding.



            13          Q.    Let me just ask to just kind of wrap this up on



            14    this point.  What are you trying to distinguish?  What is



            15    your basis for distinguishing those contracts that you are



            16    aware of now, and you say you're away of, from the



            17    contracts that are being assessed here?



            18          A.    I didn't mean to imply that I'm now aware of



            19    those specific references that you made.



            20          Q.    No.  I'm talking about the ones you said.



            21          A.    But what I am aware of is there are contracts



            22    that do exist around the country that talk about periods of



            23    time where there is a nonuniform commitment to delivery of



            24    service.



            25          Q.    So for example, if the Company's peak hour is







�

                                                                          171







             1    from 6:00 a.m. until 9:00 a.m., and in choosing its peaking



             2    service contract let's say for that period of time on a



             3    design peak day, you think that's different from a contract



             4    by a company who has specified the hours in which they need



             5    to go above their contract limit?



             6                MS. SCHMID:  And I will qualify or request that



             7    the question be amended to include if those are the only



             8    facts he needs to make a determination and representation.



             9          Q.    I think my question was just -- the contracts



            10    you're talking about are specifying the hours in which the



            11    utility can exceed its existing contract limit, right?



            12          A.    I don't want to incorrectly leave the record



            13    open to somehow that these are directly comparable.



            14    Because if they were, I would wonder why the Company itself



            15    didn't provide this in evidence at an earlier point in



            16    time.



            17          Q.    Do you agree with me that Mr. Schwarzenbach in



            18    his testimony notes Kern River, DEQP, Panhandle Eastern



            19    Pipeline Company, Gulf Crossing Pipeline Company, Gulf



            20    South Pipeline Company, El Paso National Gas Company,



            21    Equitrans LP and Gas Transmission Northwest LLC all are



            22    pipeline companies that offer this service?



            23          A.    I don't recall that.



            24          Q.    It's on page 21 of Mr. Schwarzenbach's direct



            25    testimony if you would like to look there.
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             1          A.    I do recall him reciting two cases in which



             2    there were similar service, and I commented on those in my



             3    testimony as to why they were not directly comparable.



             4                MS. SCHMID:  Do you happen to have



             5    Mr. Schwarzenbach's testimony in front of you?



             6                THE WITNESS:  I do not.



             7                MS. SCHMID:  May I approach and give him a



             8    copy?



             9                MR. SABIN:  I believe it's in that binder.



            10                THE WITNESS:  This is my binder.



            11                CHAIRMAN LEVAR:  Yes, Ms. Schmid.



            12                MS. SCHMID:  I have the binder.  Thank you.  It



            13    should be here.  Could you please tell us what exhibit



            14    number in the Dominion book it is that you're referring to?



            15                MR. SABIN:  I will do both of those for you.



            16                MS. SCHMID:  Thank you.



            17                MR. SABIN:  It's Exhibit 3.0 on



            18    Mr. Schwarzenbach's direct testimony and we're going to go



            19    to page 21 and we're going to start on line 434.



            20          Q.    Would you like to read that to yourself.  Do



            21    you agree with me that if you read that page and over to



            22    the next page, the companies I just summarized are



            23    companies that he represents offer this service?



            24          A.    I believe this is exactly what I was referring



            25    to, which is just an extension of the issue associated with
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             1    electric generators, scheduling electric generators with



             2    upstream pipeline providers.



             3          Q.    Isn't that what Mr. Schwarzenbach has said that



             4    has resulted in a lot of this change in the market, the



             5    requirement of peak hour services is because you have



             6    electric generators coming on that are unpredictable and



             7    their usage is driving pipelines to require people to be



             8    more even in their contract use?



             9          A.    My recollection of the FERC proceeding was it



            10    came about as a fairly localized issue in the PKM, which is



            11    a competitive market on the East Coast and in the



            12    Northeast.  I don't recall it being particularly applicable



            13    to other areas of the country.



            14          Q.    I'll just point as an example on page 21,



            15    Equitrans in their tariff filing for the right to provide



            16    the service on line 44 says, in response to the increase in



            17    natural gas consumption by the electric energy market as



            18    well as existing customer interest for firm hourly



            19    flexibility and the ability to negotiate receipt and



            20    delivery pressures, Equitrans is proposing a new tariff to



            21    offer these services, right?



            22          A.    But from that -- it's an erroneous



            23    extrapolation to get to the point of LDCs entering into



            24    peak hour services agreements as a result of that.  It just



            25    hasn't happened.
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             1          Q.    I think we have a disagreement about that, but



             2    that's okay.  I'll move on.  I want to talk briefly about



             3    you criticize Mr. Schwarzenbach because you claim that Kern



             4    River and DEQP, while they have expressed concern about the



             5    Company's imbalanced usage, especially during those peak



             6    hours of the day, that that really shouldn't matter, that



             7    there is no reason the Company should respond to that by



             8    taking any action because those pipelines haven't done



             9    anything to the Company yet.  Is that a fair summary of



            10    your critique?



            11          A.    I don't think so.  I'll stand by my testimony



            12    as filed.



            13          Q.    Okay.  What I'm trying to get at is -- let me



            14    just ask it this way.  You haven't contacted Kern River,



            15    have you, and met with anybody about their concern on this



            16    point?



            17          A.    I have not.



            18          Q.    And you haven't contacted anybody at DEQP about



            19    their concern?



            20          A.    That's correct.



            21          Q.    So you don't know what they're planning on



            22    doing and how strenuously they're pushing this issue, do



            23    you?



            24          A.    Other than the documents that were provided by



            25    the Company in its testimony and the responses it made in
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             1    discovery, that's what it is based on.



             2          Q.    And you think it's prudent for the Company,



             3    despite having received these communications from two



             4    pipelines, that they should nevertheless ignore those



             5    concerns expressed by the pipelines and do nothing?



             6          A.    I didn't say that.  I don't believe I said that



             7    in my testimony and I'm certainly not saying that today.



             8          Q.    Well, okay, fair enough.  You would say that



             9    they shouldn't pursue peak hour services even though these



            10    pipelines are concerned about that very issue?



            11                MS. SCHMID:  Objection.  I think this question



            12    has been asked and answered many times.



            13                CHAIRMAN LEVAR:  I think it's a little bit



            14    different question than the one he just answered.  I think



            15    there is a difference.



            16                MS. SCHMID:  Could he please repeat the



            17    question then?



            18                MR. SABIN:  Sure.  I will repeat it.



            19          Q.    Here is the point.  I just asked you a few



            20    minutes ago what is your recommendation here.  Your



            21    recommendation is not to seek these contracts, right?



            22          A.    That's correct.



            23          Q.    So in response to these pipelines expressing



            24    concern, you are at least saying that doesn't warrant you,



            25    the Company, in going and getting these peak hour
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             1    contracts, correct?



             2          A.    You're taking one item out of context, where my



             3    testimony of course is accumulative with respect to my



             4    conclusions.  I've said there is no actual history of any



             5    operational or financial penalty as a result of any



             6    comments that the pipelines have made to DEU and/or other



             7    shippers.



             8          Q.    I understand that.  But you are saying that



             9    even though these pipelines have expressed concern that the



            10    Company shouldn't have to go and get peak hour services to



            11    address those concerns?



            12                MS. SCHMID:  Again, I object.



            13                CHAIRMAN LEVAR:  Yes, I think at this point I'm



            14    going to sustain the objection.



            15                MR. SABIN:  I'll just go on record I don't



            16    think he answered the question, but that's okay.



            17                MS. SCHMID:  Fortunately, counsel isn't under



            18    oath, nor am I, so we get to be attorneys, not witnesses.



            19                MR. SABIN:  That's okay.



            20          Q.    I would like to talk about industry best



            21    practices here for a moment.  You are not an expert in



            22    design peak day modeling, correct?



            23          A.    I would agree with that characterization.



            24          Q.    In fact, it's true, isn't it, that you haven't



            25    done any design peak day modeling in your career, correct?
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             1          A.    That's not true.



             2          Q.    You have done design day peak modeling?



             3          A.    I have done forecasting modeling in my past.  I



             4    don't hold myself out as an expert in that area.



             5          Q.    You did forecasting, but you did forecasting



             6    for design peak day purposes?



             7          A.    The experience that I had more specifically in



             8    that area really was with regard to electric forecasting.



             9          Q.    For design peak day, or not design peak day?



            10          A.    It was capacity and load.



            11          Q.    So not design peak day, correct?



            12          A.    Well, in electric it's not a design peak day,



            13    it's a design peak hour.



            14          Q.    Thank you.  Would you agree with me that there



            15    isn't any one industry approach to determining the proper



            16    design peak day calculation?



            17          A.    At a microlevel I certainly would agree with



            18    that.



            19          Q.    Would you agree with me that as we go out into



            20    the world of utility operations that you're not aware of



            21    any industry body or case or order that requires that



            22    design peak day analyses be done in a particular manner?



            23          A.    That's correct.



            24          Q.    Other than the AGA information that you may



            25    have reviewed, my understanding from your testimony is you
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             1    didn't independently research how other LDCs determined



             2    their design peak day demand amount?



             3          A.    That's not entirely correct.  I didn't put this



             4    in my testimony, however my consulting practice puts me in



             5    touch with gas LDCs around the country on a fairly



             6    continuous basis.



             7          Q.    I just mean for purposes --



             8          A.    And I have researched in each and every one of



             9    those cases over the last couple of years since this matter



            10    first came up here in Utah, and I've yet to find any



            11    utility executive who has followed a similar practice with



            12    regard to his gas LDC company.



            13          Q.    Which similar practice?



            14          A.    The practice of acquiring peak hour services to



            15    meet an hourly demand as differentiated from looking at



            16    design day requirements.



            17          Q.    I guess my original question was did you for



            18    your retention purposes in this matter, did you



            19    independently research how other LDCs are doing their



            20    design peak day analyses?



            21          A.    I just answered that question.



            22          Q.    Is the answer no because I'm sorry if I missed



            23    it?



            24          A.    Well, since I became aware of this practice by



            25    DEU I have in a number of occasions asked senior officers
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             1    of other utilities if they were familiar with this practice



             2    or employed it themselves.



             3          Q.    And you haven't included that in any of your



             4    testimony here though?



             5          A.    I have not.



             6          Q.    Thank you.  Were you here for



             7    Mr. Schwarzenbach's and Mr. Mendenhall's testimony?



             8          A.    I was.



             9          Q.    I'm sorry.  Mr. Platt's and Mr. Mendenhall's



            10    testimony, excuse me.



            11          A.    I was.



            12          Q.    You in your testimony and your surrebuttal



            13    testimony refer to this 17 percent issue, you challenge the



            14    Company by saying there is this 17 percent figure that you



            15    say when you remove interruptible customers that that



            16    brings it down to 7 percent.  I'm referring specifically to



            17    your surrebuttal at page 13 if you want to turn there.



            18          A.    I am looking at it.



            19          Q.    So you say -- the question here, Mr. Lubow, in



            20    his direct testimony, Mr. Platt provides the DEU analysis



            21    of its alleged peak hour requirements, it is represented as



            22    being at least 17 percent higher than the design peak day



            23    flow.  Based on this analysis, then concludes that the



            24    required firm peaking services that are required for the



            25    2017-2018 heating season total to approximately 340,375
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             1    decatherm per day.  The question is is this analysis



             2    credible.



             3                Then further down on the page beginning on line



             4    342 you say, incoming to its determination that this 17



             5    percent differential exists during the time of the peak



             6    hour, DEU has included interruptible customer volumes.  If



             7    these interruptible customer volumes are exclude, the



             8    differential is reduced to 7 percent.  Do you see that?



             9          A.    I do.



            10          Q.    Did you hear Mr. Mendenhall and Mr. Platt



            11    indicate that the analysis you're doing here is not related



            12    to the peak hour usage, but is related to the prior docket



            13    and how the amount was to be allocated between



            14    transportation customers?



            15          A.    Well, that's a good question which of course



            16    since I was here listening to Mr. Mendenhall earlier today,



            17    I have refocussed on the underlying information that led to



            18    that testimony.  In looking at that it's become somewhat



            19    confusing.  So let me tell you what I base my testimony on



            20    and see if that clears up the record somewhat.



            21                In the 09 case Mr. Mendenhall was the only



            22    witness in direct.  His analysis was what he indicated



            23    earlier when he took the stand in his preliminary comments



            24    and how he came to the 17 percent differential.  The



            25    exhibit that I included in my surrebuttal that references
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             1    the 7 percent versus 17 percent wasn't really the only



             2    response to discovery that also makes that same adjustment.



             3    There were two other ones in the 09 case.  OCS 4.07 and OCS



             4    5.02.



             5                I'm not trying to be argumentative, but I'm not



             6    sure I can clearly state that I was wrong or Mr. Mendenhall



             7    was right and here is why.  Because as I believe it was



             8    Mr. Platt indicated, and I understand why there is some



             9    basis for doing so, but he included in the Lake Side



            10    delivery at the contract level without regard to the actual



            11    delivery during the peak hour.  The adjustments that have



            12    been made in some of these responses have to do with



            13    interruptible and Lake Side.  Some of the other firm



            14    customers that have been included in his analysis I believe



            15    they also, the large customers, if you use the contract



            16    level or the level that they may have received delivery on



            17    those dates, or at least some of them, would have included



            18    some interruptible as well as firm.



            19                So I thought about, well, it would be easy to



            20    agree with Mr. Mendenhall that there is some basis to



            21    believe that the 17 percent really is the more accurate



            22    analysis for purposes of the proceeding.



            23          Q.    I think you heard here today Mr. Platt say that



            24    that is not the same -- the analysis Mr. Mendenhall did in



            25    the 09 proceeding had nothing to do with his own analysis?
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             1          A.    I know he had a different period of analysis.



             2    I believe it's five years versus Mr. Mendenhall's which was



             3    a shorter period.



             4          Q.    I don't want to mince words here or argue with



             5    you, but Mr. Platt was saying the 17 percent calculation



             6    Mr. Mendenhall did in the 09 proceeding has nothing



             7    whatsoever to do with what he did in his analysis.  Do you



             8    have any basis for disputing what Mr. Platt said earlier in



             9    his testimony?



            10          A.    Well, Mr. Platt's analysis as it exists in this



            11    proceeding is exactly the same as what he put in the



            12    rebuttal evidence in the 09 case.



            13          Q.    Which is different than the analysis that



            14    Mr. Mendenhall did himself, correct?



            15          A.    He comes to the same number, but it's a



            16    different analysis.  If I had time to look at it more



            17    thoroughly I might be able to respond more precisely about



            18    it.



            19          Q.    The Lake Side contract is a firm contract,



            20    isn't it?



            21          A.    It is a firm contract.



            22          Q.    Do you know whether or not the Company has ever



            23    approached PacifiCorp to discuss the potential of a



            24    negotiated solution with them to solve this issue?



            25          A.    I do not.
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             1          Q.    Let me ask you this.  If they have approached



             2    PacifiCorp and PacifiCorp simply didn't respond to the



             3    request, do you still think that's a viable option?



             4          A.    Well, of course, since I wasn't a party to that



             5    negotiation, if it did occur, I have no idea what kind of



             6    representation or incentive the Company might have made in



             7    order to induce Lake Side or PacifiCorp to consider



             8    altering its agreement.



             9          Q.    I think let me be clear.  The Company reached



            10    out to PacifiCorp, and PacifiCorp did not respond, did not



            11    engage, did not want to discuss.  How does that change --



            12    that is not a viable option then, is it?



            13          A.    Well, if that were part of the record evidence



            14    as opposed to your asking me about this as a representation



            15    of counsel, I might be able to respond in a more precise



            16    way.



            17          Q.    I'm only including it because you said it in



            18    your surrebuttal testimony.  I don't recall ever getting a



            19    question in discovery about the Company ever being asked to



            20    disclose whether it had this kind of discussion and you're



            21    assuming that it has not.  I'm asking you let's just assume



            22    that took place and that there was no interest from



            23    PacifiCorp's point of view.  That is not an option to



            24    consider to solve this problem that we're dealing with



            25    today; isn't that true, if that were the case?
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             1          A.    The question is an oversimplification, of



             2    course.  When you look at -- and I have in my testimony a



             3    fair amount of discussion about the nature of the operation



             4    of the Lake Side Generating facility.  It's not used as a



             5    base load unit.  If it were used as a base load unit I



             6    might be more inclined to believe that they would be much



             7    more rigid about any kind of revision to their agreement.



             8    But it's an intermediate load unit that has a quick start



             9    capability.  And so under the appropriate economic



            10    circumstances I don't know why PacifiCorp wouldn't consider



            11    at least listening to some proposal from the Company.



            12          Q.    We'll leave it there.  Thank you.



            13                CHAIRMAN LEVAR:  Does that conclude your cross



            14    examination?



            15                MR. SABIN:  Yes.



            16                CHAIRMAN LEVAR:  Why don't we take a 10 minute



            17    break and then we'll move to redirect from the Division.



            18                (Off the record.)



            19                CHAIRMAN LEVAR:  We are on the record.



            20    Mr. Snarr.



            21                MR. SNARR:  Yes, we would like to call on



            22    behalf of the Office of Consumer Services Michele Beck as a



            23    witness.



            24                CHAIRMAN LEVAR:  Ms. Beck, do you swear to tell



            25    the truth?
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             1                THE WITNESS:  I do.



             2                CHAIRMAN LEVAR:  Thank you.



             3                         DIRECT EXAMINATION



             4    BY MR. SNARR:



             5          Q.    Good afternoon.  Would you please state your



             6    name and business address and your role with the Office of



             7    Consumer Services?



             8          A.    Yes.  My name is Michele Beck.  My business



             9    address is 160 East 300 South, Salt Lake City.  I am



            10    director of the Office of Consumer Services.



            11          Q.    In connection with those responsibilities did



            12    you prepare and file direct testimony on April 23, 2018 and



            13    surrebuttal testimony on May 31, 2018 in this docket?



            14          A.    Yes, I did.



            15          Q.    Do you have any corrections to your testimony?



            16          A.    No corrections.



            17          Q.    If you were asked those same questions would



            18    your answers be the same today?



            19          A.    Yes, they would.



            20                MS. SCHMID:  We would ask that those two



            21    submissions of testimony be admitted as evidence on the



            22    record.



            23                CHAIRMAN LEVAR:  If any party objects please



            24    indicate.  I'm not seeing any objections, so the motion is



            25    granted.
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             1          Q.    Do you have a summary of your testimony?



             2          A.    Yes, I do.



             3          Q.    Would you please present it?



             4          A.    In this case I presented the Office's policy



             5    recommendations and introduced our expert witness



             6    Mr. Jerome Mierzwa, who will be appearing after me.  The



             7    Office supports the process of evaluating prudence of these



             8    two peak hour contracts in the separately scheduled



             9    proceeding, but also recommends more guidance on how to



            10    address similar issues that may arise in future passthrough



            11    dockets.



            12                The Office's position is that while the Company



            13    provided some necessary evidence, it was inadequate for us



            14    to recommend that those level of peak hour contracts



            15    presented in this proceeding is in the public interest.



            16                Also, I noted that we would typically



            17    anticipate a prudence case to include a more robust cost



            18    benefit analysis with accompanying modeling and sensitivity



            19    analysis.



            20                In surrebuttal I replied to the lack of



            21    response to our process recommendations and provided a more



            22    detailed recommendation.  I also noted that in my view



            23    Dominion's response to the Division's question about



            24    no-notice service was insufficient.  In addition to the



            25    questions raised by the Division about no-notice service,
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             1    the Office's evidence that Dominion's design day forecast



             2    overstates demands raises important questions about whether



             3    customers are paying for more resources than are necessary



             4    to reliably serve their needs.



             5                It is important for the Commission to require



             6    these prudence related issues to be addressed within the



             7    remainder of this passthrough proceeding even if it may



             8    necessitate any additional phase to this docket.



             9                We have identified issues that go beyond the



            10    scope of the current phase of the proceeding, and also go



            11    beyond the issues that are usually reviewed in a standard



            12    audit by the Division.



            13                MR. SNARR:  Thank you.  Ms. Beck is available



            14    for cross examination or questions from the Commission.



            15                CHAIRMAN LEVAR:  Thank you.  Ms. Schmid, do you



            16    have any questions for Ms. Beck?



            17                MS. SCHMID:  No questions.



            18                CHAIRMAN LEVAR:  Thank you.  Mr. Sabin.



            19                MR. SABIN:  We do not.



            20                CHAIRMAN LEVAR:  Commissioner White.



            21                COMMISSIONER WHITE:  Yes.  Thank you.  That



            22    suggestion about potentially other phase, can you provide



            23    more detail on what that would look like in terms of our



            24    decision?  Are you suggesting that we would suspend the



            25    decision here and then further -- help me understand.
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             1                THE WITNESS:  No.  In my view this current



             2    decision is are the peak hour contracts prudent.  So you're



             3    making a final determination as to the rates associated



             4    with the peak hour contracts.  But I note that this is a



             5    subpart of a passthrough docket.  I also noted in my



             6    testimony that although what I think is the most recent



             7    passthrough docket from a couple of years ago where the



             8    Division indicated at the completion of its audit, the



             9    Commission came back and said are you testifying -- maybe



            10    I'm putting words in your mouth -- but that these rates are



            11    just and reasonable and the expenses were prudently



            12    incurred, and then the Division came back and said they



            13    were.  Well, now we're in the middle of a passthrough



            14    docket where I think outside the scope of this phase of the



            15    proceeding some issues of prudence has been raised.  And in



            16    order for the Commission to make a determination of



            17    prudence something will have to happen.  So perhaps it



            18    would be sufficient inside of the Division's audit, that



            19    they will do the work they need to do, or perhaps



            20    additional work would be necessary.  So what I'm asking for



            21    is a Commission order that says these issues need to be



            22    looked at inside the passthrough docket.



            23                COMMISSIONER WHITE:  Thank you.  That's all the



            24    questions I have.



            25                CHAIRMAN LEVAR:  Commissioner Clark.
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             1                COMMISSIONER CLARK:  I have no questions.



             2    Thanks for that clarification.  It helps me too.



             3                CHAIRMAN LEVAR:  I have just a couple policy



             4    level questions and also related to your comments that you



             5    view the modeling done by the Company is adequate to



             6    establish prudence.  I'm going to stop pretending -- I've



             7    been speaking hypothetically -- since we have another



             8    analysis docket in front of us.  How would you describe the



             9    difference in the Public Service Commission's role in



            10    evaluating a future resource division where the statute



            11    says we must find it's within the public interest



            12    considering the statutory factors that are listed versus a



            13    backwards look like we are right now saying did the Utility



            14    act in a prudent way, like a reasonable prudent utility



            15    would have when they entered into these contracts.  How



            16    would you describe the difference between that one forward



            17    look and that one backward look?



            18                THE WITNESS:  That's a very good question.  I



            19    do generally agree with the statement that was made by



            20    Mr. Mendenhall earlier in the hearing about doing it based



            21    on what was known or should have been known.  In my view



            22    Dominion took that too far because if knowing or should



            23    have known means nobody has raised questions about our



            24    model to date so that means we're right and there is no



            25    reason we should have known we weren't.  I feel like that
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             1    would wipe out a lot of issues of rate case after rate



             2    case.  So I feel that goes too far.  But nonetheless, I



             3    still support the underlying principle of that, which is



             4    it's one thing if you're looking back and it's another



             5    thing if you're looking forward.  And to me Utah law gives



             6    utilities a lot of flexibility that not all states have in



             7    terms of if you don't want to take the risk of prudence,



             8    come in and ask.  So to me there is a lot of difference in



             9    terms of who bears the risk because when a utility goes



            10    ahead and engages in a contract, they're carrying the risk



            11    that it will be found prudent, whereas here on the LNG one



            12    they're coming and saying this one is big, we don't want to



            13    carry the risk.  I don't know if the standard of prudence



            14    is any different.



            15                CHAIRMAN LEVAR:  Let me ask a follow-up to that



            16    then.  Is the level of rigor with regard to due diligence



            17    any different with respect to a $2.4 million expense



            18    compared to an expense that's between $150 and $200



            19    million?



            20                THE WITNESS:  Now, that I think is the case.  A



            21    large capital expenditure that's going be in rates for many



            22    years I think deserves more additional scrutiny.



            23                CHAIRMAN LEVAR:  But your testimony in this



            24    docket is that the modeling that was done is inadequate for



            25    a $2.4 million -- well, actually you're contesting just the
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             1    DEQP peak model is inadequate for that.



             2                THE WITNESS:  If I can clarify.  I did say in



             3    that -- I cited the Commission's order from the IRP and



             4    said, well, this isn't quite that circumstance.  I think



             5    that circumstance, specifically if LNG, which is what the



             6    Commission's order was, and I would assert also generically



             7    into situations of a large capital investments that we do



             8    need a much more robust analysis.  But back to the idea of



             9    what should we have as peak hour, we don't think it was



            10    sufficient -- it wasn't sufficient to convince us that all



            11    of it was needed.  Part of that is because we challenge the



            12    design day forecast, and part of that is we don't think



            13    that -- and these are things that our expert has raised, so



            14    they would be subject to cross examination later.  But we



            15    don't think that the use of line pack was well enough



            16    explained, and we just don't think that cost then that was



            17    provided was very robust.  I'm not saying it needs to be on



            18    the exact same level, for example, an LNG plant.  I



            19    apologize if I kind of implied that.



            20                CHAIRMAN LEVAR:  Thank you.  Those are all of



            21    my questions.  Thank you for your testimony today.



            22                MR. SNARR:  May Ms. Beck be excused?



            23                CHAIRMAN LEVAR:  Yes.



            24                THE WITNESS:  Thank you for your



            25    accommodations.
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             1                CHAIRMAN LEVAR:  We will bring Mr. Lubow back.



             2    You're still under oath.  And we will continue with



             3    Ms. Schmid's redirect.



             4                MS. SCHMID:  The Division has no redirect.



             5                CHAIRMAN LEVAR:  Okay.  Let us try to refresh



             6    our memories a moment while we go to our questions.



             7    Commission Clark, do you have any questions for Mr. Lubow?



             8                COMMISSIONER CLARK:  No questions.



             9                CHAIRMAN LEVAR:  Commissioner White.



            10                COMMISSIONER WHITE:  Let me go back to the



            11    issue of the current trends let's call it, how pipelines --



            12    let's call it the concern I guess about utility pipelines



            13    and I guess the messaging or signals that they're putting



            14    forward to their shippers.  The reason why I ask is I



            15    recognize the Division has questions about the way to



            16    approach these concerns, and certainly the inputs of the



            17    modeling that Dominion has utilized.  But you are a chief



            18    operating officer of a pipeline and you're familiar with



            19    the industry.  Is that a real concern right now?



            20                THE WITNESS:  Of course in order to answer this



            21    there are kind of interrelated subjects that come up to



            22    clear up the point.  Pipelines are always concerned about



            23    delivery to shippers on extreme peak days.  However, as you



            24    get to more extreme temperature you have less flexibility,



            25    which is consistent with what the Company has been saying.
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             1    But in any event when you're looking at an annual peak



             2    period that is not a design once in 50 year experience,



             3    pipelines generally are not rigid about how they meet the



             4    demand on their pipeline in the sense that they -- to the



             5    extent that they can be flexible in meeting loads at



             6    particular delivery points or to shippers, they will be.



             7    If there is no flexibility on the system to accommodate,



             8    then that's where they take a more rigid position.



             9                COMMISSIONER WHITE:  Is it safe to say -- let



            10    me back up.  Do you have any reason to disagree that there



            11    is an actual issue, a concern, that your real disagreement



            12    is with how it's approached or followed I guess?



            13                THE WITNESS:  It's really both.  It's not as



            14    rigid as the Company has represented in my opinion, or at



            15    least as it comes across in the evidence now.  It is a



            16    legitimate concern.  It has come up zero times so far.  So



            17    a lot of the testimony tends to be hypothetically what may



            18    happen going forward if in fact we hit a design peak day.



            19    The experience is the pipeline fully subscribed, and if it



            20    is what is the diversity of the shippers at the time of



            21    meeting the load during that day.



            22                COMMISSIONER WHITE:  How would you respond I



            23    guess to the messaging of these particular pipelines to



            24    Dominion?  I guess I put that in the context of the order



            25    809.
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             1                THE WITNESS:  These are warnings that -- to put



             2    it in the proper context, pipelines would always be warning



             3    shippers at the time of peak periods on what level of range



             4    of delivery they should expect to be provided.  They would



             5    have always said that.  That has been true ten years ago.



             6                COMMISSIONER WHITE:  Is there anything



             7    significant about how electric utilities are utilizing gas



             8    in relationship to renewables that would change things in



             9    the world?



            10                THE WITNESS:  It's made it more complex.  I'm



            11    not so familiar with the market area here.  It's not a



            12    competitive market.  I'm not sure to what extent that



            13    matters particularly.  But the generation markets in the



            14    East and the Northeast, there have been issues with the way



            15    electric generators want to cycle their plants.  And during



            16    peaking periods it's led to problems for the pipelines and



            17    FERC has addressed those.  But I don't think you can take



            18    that and translate that to LDCs going out and securing peak



            19    hour agreements for incremental capacity based on those



            20    circumstances.  It just hasn't happened.



            21                COMMISSIONER WHITE:  That you're aware of?



            22                THE WITNESS:  That I'm aware of, yes.  You can



            23    cite, and the Company has, in my opinion not particularly



            24    on point.  If you ask any utility executive running a gas



            25    operation, because I have asked, are they looking at
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             1    planning any differently today aside from peak day



             2    planning, are they introducing peak hour planning into



             3    their models.  The answer is no.



             4                COMMISSIONER WHITE:  That's all the questions I



             5    have.  Thank you.



             6                CHAIRMAN LEVAR:  Thank you.  I just have one



             7    narrow question about your surrebuttal on page 6, just a



             8    line in there.  And I will say first I recognize this is a



             9    fairly minor point in your testimony, but I just want to



            10    clarify.



            11                THE WITNESS:  In the surrebuttal?



            12                CHAIRMAN LEVAR:  In the surrebuttal, page 6.



            13                THE WITNESS:  I'm there.



            14                CHAIRMAN LEVAR:  I don't believe I'm reading



            15    anything confidential, so I'm just going to read the



            16    sentence, and someone stop me, because it's not



            17    highlighted.  But lines 147 and 148, since DEQP is an



            18    affiliate, this cost would be largely offset in



            19    consolidation of subsidiary financial results.  Can you



            20    explain that statement a little further?



            21                THE WITNESS:  Yes.



            22                CHAIRMAN LEVAR:  I know it's a minor point, but



            23    I would like to know exactly what point you're making.



            24                THE WITNESS:  Of course.  Disallowances, if you



            25    assume that DEU is the only entity and that there is no
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             1    unregulated affiliate, if there was a disallowance at the



             2    utility level, all as equal, it would suffer the net tax



             3    effect on that disallowance in its financial statements.



             4    However, in this case you have two pipelines.  One is an



             5    unaffiliated third party and the other one is a sister



             6    company.  So in consolidation of what would occur -- let's



             7    just say hypothetically if there was a million and a half



             8    dollar disallowance that was associated with DEQP, the



             9    utilities and subsidiaries in the actual statement would



            10    show a million and a half dollar loss net of tax in that



            11    period, and DEQP would have the offside of that, the other



            12    side of that, which would be a million and a half dollars



            13    of net income, net of tax.  So in consolidation it would be



            14    a wash.  I have said it's not really quite a wash because



            15    while there would be no substantial incremental costs being



            16    incurred by DEQP for this particular service, there may be



            17    some.  Does that help?



            18                CHAIRMAN LEVAR:  Your testimony is there may be



            19    incremental costs if DEQP needed to provide this service



            20    that may go beyond that?



            21                THE WITNESS:  Intuitively you think not.  There



            22    really -- they haven't reconfigured -- intuitively, I think



            23    their system is substantially unchanged, and therefore I



            24    come to the conclusion that there would not be any material



            25    incremental costs.
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             1                CHAIRMAN LEVAR:  I think just one point of



             2    clarification.  You're not suggesting anything



             3    inappropriate with respect to the procurement process that



             4    Dominion Energy Utah engaged in to acquire these?



             5                THE WITNESS:  Not at all.  I was simply making



             6    an observation about what the financial effect of that



             7    would likely be.



             8                CHAIRMAN LEVAR:  Thank you.  That's all my



             9    follow-up questions.  Thank you for your testimony.



            10    Ms. Schmid.



            11                MS. SCHMID:  As its next witness the Division



            12    would like to call Mr. Eric Orton.



            13                CHAIRMAN LEVAR:  Good afternoon, Mr. Orton.  Do



            14    you swear to tell the truth?



            15                THE WITNESS:  I do.



            16                CHAIRMAN LEVAR:  Thank you.



            17                         DIRECT EXAMINATION



            18    BY MS. SCHMID:



            19          Q.    Good afternoon.  Could you please state your



            20    full name, title, employer, and business address for the



            21    record?



            22          A.    My name is Eric Orton.  I'm a technical



            23    consultant.  My business address and employer, Division of



            24    Public Utilities at 160 East 300 South in Salt Lake.



            25          Q.    Thank you.  In connection with your employment







�

                                                                          198







             1    at the Division have you participate on behalf of the



             2    Division in this docket?



             3          A.    I have.



             4          Q.    In connection with that analysis that you



             5    performed for the Division, did you cause and have filed



             6    what has been premarked as DPU Exhibit 2.0-Direct in both



             7    confidential and redacted form with Exhibits 2.0-Direct



             8    through 2.6-Direct.  I believe that Exhibit 2.6-Direct was



             9    provided in both confidential and redacted form.  Did you



            10    prepare and cause to be filed that prefiled testimony?



            11          A.    I did prepare it and have it filed.



            12          Q.    Do you have any changes or corrections to that?



            13          A.    I don't.



            14          Q.    Similarly, did you also prepare and cause to be



            15    filed your prefiled surrebuttal testimony on May 31st of



            16    this year, and that's premarked as DPU Exhibit 2.0-SR?



            17          A.    That's right, I did.



            18          Q.    Do you have any changes or corrections to that?



            19          A.    I do not.



            20          Q.    With that do you adopt your prefiled direct and



            21    surrebuttal testimony, along with accompanying exhibits, as



            22    your testimony here today?



            23          A.    I do.



            24                MS. SCHMID:  The Division would like to move



            25    for the admission of DPU Exhibit 2.0-DIR with accompanying







�

                                                                          199







             1    Exhibits 2.1 through 2.5, and then also the confidential



             2    and redacted version of Exhibit 2.6.  And I did fail to



             3    mention that his direct testimony was filed in redacted and



             4    confidential form.  Then also we would like to move for the



             5    admission of DPU Exhibit 2.0, Mr. Orton's prefiled



             6    surrebuttal testimony with its accompanying certificate of



             7    service.



             8                CHAIRMAN LEVAR:  If any party objects please



             9    indicate to me.  I'm not seeing any objection, so the



            10    motion is granted.



            11          Q.    Do you have a brief summary to give today?



            12          A.    I do.



            13          Q.    Please proceed.



            14          A.    Thank you.  In my research of this issue I



            15    spent many hours with Company representatives, issued



            16    several rounds of data requests, and researched both



            17    Dominion Energy Questar Pipeline and Dominion Energy



            18    Overthrust Pipelines tariffs.  From that I discovered that



            19    the Company downplayed the usefulness of current avenues



            20    that were already available and instead persuaded Dominion



            21    Energy Questar Pipeline to initiate a new tariff to sign up



            22    to that service and commit prepaid funds to support it,



            23    which if approved by this Commission would create



            24    unnecessary costs for ratepayers.



            25                For this reason and those discussed by other
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             1    Division witnesses the Company should not be reimbursed for



             2    peak hour service costs.  That's all.



             3          Q.    Thank you.



             4                MS. SCHMID:  Mr. Orton is now available for



             5    cross examination questions and questions from the



             6    Commission.



             7                CHAIRMAN LEVAR:  Thank you.  Mr. Snarr, do you



             8    have any questions for Mr. Orton?



             9                MR. SNARR:  We have no questions.



            10                CHAIRMAN LEVAR:  Thank you.  Mr. Sabin.



            11                MR. SABIN:  No questions.



            12                CHAIRMAN LEVAR:  Thank you.  Commissioner



            13    White, do you have any questions for Mr. Orton?



            14                COMMISSIONER WHITE:  Just one.  I was wondering



            15    if you have an opinion --- I had a couple questions for



            16    Mr. Lubow addressing the question of whether there is



            17    actually a potential concern putting aside the disagreement



            18    on how to address those concerns.  Do you have an opinion



            19    as to whether or not the pipelines identified is a concern



            20    that the Company needs to address?



            21                THE WITNESS:  I assume you're talking about



            22    tariff 809.



            23                COMMISSIONER WHITE:  Well, that and also I



            24    guess the messaging that the two pipelines have provided to



            25    Dominion.
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             1                THE WITNESS:  Thank you.  I'm not aware of



             2    concerns that either Kern or Dominion Energy Questar



             3    Pipeline asked Dominion Energy about.  From my research



             4    into the joint operating agreement, it appears that the



             5    nexus for the peak hour service was initiated by Dominion



             6    Energy Utah by the pipelines.  So I'm not sure what sort of



             7    concerns we're really discussing.



             8                COMMISSIONER WHITE:  So let me put it a



             9    different way.  Is it your testimony that there is not a



            10    problem that needs to be addressed by a solution?



            11                THE WITNESS:  There is not a problem by the



            12    pipelines to address the solution, if that makes sense.  Do



            13    you want me to elaborate?



            14                COMMISSIONER WHITE:  Yes, if you wouldn't mind.



            15                THE WITNESS:  I would be happy to.  It's been



            16    mentioned a little while ago that the pipelines maybe



            17    brought concerns to Dominion Energy Utah about not being



            18    able to meet their flow, the required pressures at certain



            19    times of the day.  From my research it looks like Dominion



            20    Energy Utah was the one that asked questions initially



            21    saying we want to do this, how can you help us.  And either



            22    together or singularly Dominion Energy came up with the



            23    peak hour service contracts.  So is there a problem?  If



            24    there is there is not one that can't be met already by



            25    current tariff provisions, such as imbalance provisions
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             1    that require to be within plus or minus 5 percent, any



             2    shipper plus or minus 5 percent by the end of the month, or



             3    other provisions like increasing pressure.  Those sort of



             4    he things are already in place.



             5                COMMISSIONER WHITE:  Thank you.  That's all the



             6    questions I have.



             7                CHAIRMAN LEVAR:  Commissioner Clark.



             8                COMMISSIONER CLARK:  You may have just answered



             9    this question, but if you have anything more to offer I



            10    would like to hear it, and that is if you're the utility



            11    and it's minus 5 degrees and the wind is blowing hard, what



            12    would you do?  I think the last answer that you gave would



            13    be at least part of the explanation.  But more detail or is



            14    there any other options?  What flexibility does the company



            15    have under its current arrangement as you understand it?



            16                THE WITNESS:  Thank you for that.  I mentioned



            17    this briefly in one of my testimonies.  But basically those



            18    sort of things don't happen immediately, the 5 degrees, the



            19    cold wind.  We know those things are coming.  A prudent



            20    utility would make plans ahead to increase their capacity,



            21    to make other plans, online purchases, other purchases,



            22    those sort of things to prepare for those events.  So there



            23    would be some preparation involved in that.



            24                COMMISSIONER CLARK:  If I can stop you, you say



            25    purchases.  What would the nature of that purchase be?
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             1    What kind of a purchase are you referring to there?



             2                THE WITNESS:  Well, they've done a couple times



             3    in the past that I assume they would do again.  Those would



             4    be purchasing gas on the market with transportation or



             5    separately and pipe transportation separately, or they can



             6    buy city gate purchases.  They've done that in past as



             7    well, meaning they buy the gas at the city gates already



             8    transported.  So those are some options.



             9                COMMISSIONER CLARK:  I didn't mean to cut you



            10    off in your answer.  Is there anything else that you want



            11    to say?



            12                THE WITNESS:  No, I think my mind stopped.



            13                COMMISSIONER CLARK:  My mistake.  Sorry.  Thank



            14    you for your answers.



            15                THE WITNESS:  Thank you.



            16                CHAIRMAN LEVAR:  I think just a little bit more



            17    follow-up on that same line of question.  Do you have any



            18    disagreement with the discussion in the room this morning,



            19    I assume you were here --



            20                THE WITNESS:  I was here.



            21                CHAIRMAN LEVAR:  -- about the consequences of



            22    loss of pressure event as compared to the consequences of



            23    an electrical outage?  With the answers you've just given,



            24    where are your thoughts on that discussion we had on that



            25    issue?
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             1                THE WITNESS:  If there was a major issue, a



             2    major outage, there would be problems that would take a



             3    long time to solve.  That would be a major issue,



             4    earthquake, some disruption of service.  But I have no



             5    reason to doubt the calculations of Mr. Platt and



             6    Mr. Schwarzenbach that if it were to fall to those levels



             7    there would be problems.  That's true.  There would be.  It



             8    seems to me that a prudent utility would make plans ahead



             9    of time to make sure that didn't happen, including



            10    purchases and transportation contracts.



            11                CHAIRMAN LEVAR:  Okay.  I think you answered



            12    the question.  Thank you, Mr. Orton.  We appreciate your



            13    testimony.



            14                THE WITNESS:  Thank you.



            15                CHAIRMAN LEVAR:  Ms. Schmid.



            16                MS. SCHMID:  The Division would like to call



            17    its final witness Mr. Douglas Wheelwright.  Could he be



            18    sworn?



            19                CHAIRMAN LEVAR:  Good afternoon,



            20    Mr. Wheelwright.  Do you swear to tell the truth?



            21                THE WITNESS:  Yes, I do.



            22                CHAIRMAN LEVAR:  Thank you.



            23                         DIRECT EXAMINATION



            24    BY MS. SCHMID:



            25          Q.    Good afternoon.
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             1          A.    Good afternoon.



             2          Q.    Could you please state your full name, title,



             3    employer and business address for the record?



             4          A.    My name is Douglas E. Wheelwright.  I'm a



             5    technical consultant with the Division of Public Utilities.



             6    My address is 160 East 300 South in Salt Lake City.



             7          Q.    In connection with your employment by the



             8    Division have you participated on behalf of the Division in



             9    this docket?



            10          A.    Yes, I have.



            11          Q.    Did you prepare and cause to be filed what has



            12    been premarked for identification as DPU Exhibit 1.0-DIR in



            13    both confidential and redacted form, and then your



            14    surrebuttal testimony premarked as DPU Exhibit 1.0-SR and



            15    that is also filed in redacted and confidential form?



            16          A.    Yes, that's correct.



            17          Q.    Do you have any changes or corrections?



            18          A.    I have one correction.  On the last page of my



            19    direct testimony, line 214 should read -- the question



            20    should read, what conclusions have you reached concerning



            21    the peak hour contracts?  The rest of that question to be



            22    stricken.



            23          Q.    Thank you.  With that change do you adopt your



            24    prefiled testimony as corrected today as your testimony



            25    here today?
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             1          A.    Yes, I do.



             2                MS. SCHMID:  With that the Division would like



             3    to request the admission of DPR Exhibit 1.0-DIR in



             4    confidential and redacted form, DPU Exhibit 1.0-SR also in



             5    confidential and redacted form.



             6                CHAIRMAN LEVAR:  If anyone objects to that



             7    please indicate to me.  I'm not seeing any objection, so



             8    the motion is granted.



             9                MS. SCHMID:  Thank you.



            10          Q.    Mr. Wheelwright, do you have a summary to



            11    present today?



            12          A.    I do.



            13          Q.    Please proceed.



            14          A.    Thank you.  Good afternoon, Commissioners.  In



            15    Docket 17-057-20 known as the 191 passthrough application,



            16    the Commission approved the recommended changes to customer



            17    rates on an interim basis and established a separate



            18    extended schedule to allow parties additional time to



            19    address concerns with the peak hour transportation



            20    contracts.  Since the concept of a peak hour contract was



            21    originally presented, Division representatives have



            22    participated in numerous meetings and discussions with



            23    Company representatives and have submitted numerous data



            24    requests to gain a better understanding of the purported



            25    need for this type of service.
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             1                In order to better understand these issues, the



             2    Division hired Overland Consulting to help with the



             3    analysis and provide industry perspectives related to these



             4    issues.  Representatives from Overland Consulting have



             5    reviewed the testimony of Company witnesses and have



             6    submitted numerous data requests.  Mr. Howard Lubow,



             7    Mr. Frank DiPalma, and Mr. Kenneth Ditzel have each filed



             8    direct and surrebuttal testimony and today have provided



             9    summary comments of their individual findings.



            10                Division witnesses as well as the outside



            11    consultants have identified specific areas of concern



            12    relating to the underlying assumptions used by the Company



            13    to calculate the peak day requirement and the purported



            14    need for peak hour contracts.  In summary, based on



            15    significant concerns with the accuracy of Dominion Energy's



            16    underlying assumptions for defining its design models, the



            17    Division remains unpersuaded that approval of the peak hour



            18    contracts would be just, reasonable, and in the public



            19    interest.  The peak hour contracts appear to be an



            20    expensive, unnecessary purchase to forestall a problem that



            21    may not exist and for which other solutions might be found.



            22    And that concludes my summary.



            23                MS. SCHMID:  Mr. Wheelwright is now available



            24    for cross examination questions and questions from the



            25    Commission.
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             1                CHAIRMAN LEVAR:  Thank you.  Mr. Snarr, any



             2    questions?



             3                MR. SNARR:  We have no questions.



             4                CHAIRMAN LEVAR:  Thank you.  Mr. Sabin or



             5    Ms. Clark?



             6                MR. SABIN:  No questions.  Thank you.



             7                CHAIRMAN LEVAR:  Commissioner White.



             8                COMMISSIONER WHITE:  No questions.  Thank you.



             9                CHAIRMAN LEVAR:  Commission Clark.



            10                COMMISSIONER CLARK:  Your last sentence



            11    referred to a problem that may not exist and other



            12    solutions that might be found.  Maybe as a way to provoke



            13    you to summarize a little further what you have provided in



            14    your direct testimony, how would you enumerate the problem



            15    that does exist, or is there one that exists, and what



            16    other solutions ought to be employed in lieu of the one the



            17    Company employed?



            18                THE WITNESS:  One of the things that I believe



            19    Mr. Lubow was talking about is having the Company look more



            20    at demand response options.  They haven't really addressed



            21    that.  They stated that they've talked with these



            22    companies, but it was not well received.  We don't know the



            23    extent of what they were offering them.  If someone came to



            24    me and said we want to turn off your gas, I wouldn't be too



            25    excited about that either.  But I don't know if there were
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             1    economic incentives offered.  There has been no information



             2    provided concerning that.  I think there is maybe some



             3    other options that may be available to the Company instead



             4    of just these contracts.



             5                COMMISSIONER CLARK:  Regarding the first



             6    question, to what degree are you persuaded there is a



             7    problem?  You say it may exist.  I'm hoping you can put a



             8    little finer point on that for us.



             9                THE WITNESS:  Let me refer to some information



            10    in my testimony concerning the degree of instances where



            11    the Company has actually gone over their contract limit.



            12                MS. SCHMID:  Mr. Wheelwright, would you provide



            13    a reference?



            14                THE WITNESS:  This is in my surrebuttal



            15    testimony beginning on line 39.  This is information that



            16    came from the Company's Exhibit 3.10.  What I've done is



            17    isolated the information that was contained in their



            18    exhibit to look at the number of times where they've



            19    actually gone over their contract limit during a heating



            20    season.  So if you look at beginning on line 40 I guess it



            21    is, it identifies each year of heating season the maximum



            22    flow amount, the total contract amount, and then the number



            23    of instances that they've actually exceeded that contract



            24    amount.  What that represents is that each instance where



            25    it represents one hour where they've exceeded the contract
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             1    limit.



             2                So if we look at the 2016-2017 year there were



             3    13 instances, or 13 hours where the Company exceeded the



             4    contract limit during an entire heating season.  Now that



             5    13 hours spread out over an entire heating season is not an



             6    extreme occurrence of happening every single day.  As the



             7    Company would -- I think it's represented it's a very



             8    frequent occurrence, they're constantly exceeding their



             9    contract limits.  So that puts some meat on the bone or the



            10    number of times.  This is information presented by the



            11    Company.



            12                If you look also at the prior years going back



            13    to 2012-2013 there were 98 times or instances where the



            14    Company had exceed the contract.  So it doesn't appear to



            15    be occurring more frequently as has been represented by the



            16    Company.



            17                COMMISSIONER CLARK:  Thank you.



            18                CHAIRMAN LEVAR:  Just a couple follow-up to



            19    that.  Is the question before us to evaluate the likelihood



            20    of one of those 13 hours being a situation where the



            21    pipeline could not provide what was needed through its NNT



            22    contracts?



            23                THE WITNESS:  No, I don't believe we're talking



            24    about the no-notice contracts in this situation.  As



            25    Mr. Orton talked about the pipeline had the ability to flow
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             1    plus or minus 5 percent.  So for these -- for example, in



             2    2016-2017 13 hours, and those were not consecutive hours.



             3    There may have been an hour here or an hour there during



             4    the heating season.  So the pipeline would be able to



             5    fluctuate for an hour or two during those peak hour



             6    demands.



             7                CHAIRMAN LEVAR:  This isn't a follow-up, but a



             8    separate question.  Do you remember Mr. Schwarzenbach's



             9    testimony this morning about the different ways in which a



            10    utility using its no-notice contracts and its current firm



            11    peak contracts?



            12                THE WITNESS:  Yes.



            13                CHAIRMAN LEVAR:  Do you believe that those uses



            14    could supplement, or one could negate based on the



            15    explanation you heard this morning?



            16                THE WITNESS:  I think we need to do some



            17    further investigation into the amount of no-notice service.



            18    One of the things we found out is, again, based on the



            19    testimony today, it appears that no-notice service only



            20    works if you've overnominated and there is excess gas, but



            21    they can't -- it won't if you've undernominated.  So I



            22    think we need to do an evaluation and review the amount of



            23    no-notice service that's available, that's currently being



            24    made available.



            25                CHAIRMAN LEVAR:  One other question on a
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             1    separate topic.  Commissioner Clark just asked you about



             2    your statement with respect to other options, assuming the



             3    need to address these other services, have you evaluated



             4    the costs of other options and where those costs might fall



             5    in comparison to what is being spent on the two contracts



             6    we're looking at in this docker?



             7                THE WITNESS:  I've looked at that a little bit,



             8    but I haven't done extensive research on that.  Yes, I have



             9    looked at that.  I don't think the options have been fully



            10    explored.  I think, going back to this, we need to



            11    understand the need of how much -- going back to the model,



            12    and our witnesses identified specific concerns with that



            13    model.  So we don't really know how much of a need there



            14    really is on the system.



            15                CHAIRMAN LEVAR:  Thank you.  I appreciate those



            16    answers.  Thank you for your testimony this afternoon.



            17    Ms. Schmid, anything else from the Division?



            18                MS. SCHMID:  Nothing further from the Division.



            19                CHAIRMAN LEVAR:  Mr. Snarr.



            20                MR. SNARR:  Thank you.  The Office would like



            21    to call Mr. Jerome Mierzwa as its next witness.



            22                CHAIRMAN LEVAR:  Mr. Mierzwa, do you swear to



            23    tell the truth?



            24                THE WITNESS:  I do.



            25                CHAIRMAN LEVAR:  Thank you.
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             1                         DIRECT EXAMINATION



             2    BY MR. SNARR:



             3          Q.    Good afternoon.



             4          A.    Good afternoon.



             5          Q.    Would you please state your name, and your



             6    employment and your relationship with the Office of



             7    Consumer Services?



             8          A.    My name is Jerome D. Mierzwa.  I'm a principal



             9    and vice president at Exeter Associates.  I was engaged at



            10    the Office to review the Company's design day and need for



            11    peak hour services.



            12          Q.    Thank you.  Did you prepare direct testimony,



            13    including two attached exhibits, and surrebuttal testimony,



            14    including one attached exhibit in connection with this



            15    proceeding?



            16          A.    Yes, I did.



            17          Q.    Do you have any corrections to any of those



            18    exhibits today?



            19          A.    I have two corrections to my direct testimony.



            20          Q.    Go ahead and provide those.



            21          A.    They are the same correction.  They can be



            22    found on page 11, lines 239 and 240.  On both of those



            23    lines the date 1974 should be changed to 2004.



            24          Q.    Thank you.  With those corrections, if we asked



            25    the same questions would you provide the same answers
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             1    today?



             2          A.    Yes, I would.



             3          Q.    Does your direct testimony contain a summary of



             4    your experience as an expert?



             5          A.    Yes, it does.



             6                MR. SNARR:  With that the Office would move for



             7    the admission of Mr. Mierzwa's exhibits, direct testimony



             8    and two exhibits, surrebuttal testimony and one exhibit.



             9                CHAIRMAN LEVAR:  If anyone objects to that



            10    please indicate to me.  I'm not seeing any objection, so



            11    the motion is granted.



            12          Q.    Mr. Mierzwa, do you have a summary of your



            13    testimony that you would like to present today?



            14          A.    Yes, I have a brief summary of my testimony.



            15          Q.    Would you proceed?



            16          A.    My testimony primarily addresses the Company's



            17    design day forecast.  In my direct testimony I noted that



            18    the Company's current design day weather criteria, which



            19    consisted of a data with 70 heating degree days, a maximum



            20    wind speed of 47 miles per hour, and an average wind speed



            21    of 26 miles per hour, were reasonable.  I recommended that



            22    the Company's design day maximum wind speed be revised to



            23    17 miles per hour and the average wind speed should be



            24    revised to 9 miles per hour.  In his rebuttal testimony



            25    Mr. Landward agreed with these revised criteria.
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             1                With respect to the Company's design day



             2    forecasting model, I found that the Company design day



             3    model underestimated design day demands.  I found that this



             4    was likely because the number of customers served there was



             5    not any independent variable included in the Company's



             6    design day forecasting model.



             7                In my direct testimony I presented a design day



             8    forecast model which incorporated my revised wind speed



             9    criteria, and found that the Company's design day forecast



            10    was overstated by 126,206 decatherm.



            11                In my surrebuttal testimony I revised my



            12    estimate to the extent to which the forecast was overstated



            13    to 89,381.  This adjustment was related to a revision to



            14    the prior day demand independent variable included in my



            15    design day forecast.  This adjustment was a suggestion by



            16    Mr. Landward in his rebuttal testimony.



            17                With respect to the reasonableness of the



            18    Company's firm peak hour service contracts, I found that



            19    the Company's claim need for 350,000 decatherm per day of



            20    these services was overstated.  This is partially



            21    attributable to the Company's overstated design day



            22    forecast.  I estimated the Company's claim need of 350,000



            23    decatherm per day of peak hour service was overstated by



            24    27,000 decatherm due to the Company's overstated design day



            25    forecast.
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             1                As I explained in my surrebuttal testimony, the



             2    Company should have known that its design day forecast was



             3    overstated at the time it entered into its peak hour



             4    service contract.



             5                I also found in determining need for peak hour



             6    service the Company had not adequately accounted for system



             7    line pack.  In failing to fully account for line pack



             8    overstated the need for peak hour service by an additional



             9    80,000 decatherm per day.  That concludes my statement.



            10          Q.    Thank you.



            11                MR. SNARR:  Mr. Mierzwa is available for cross



            12    examination or commissioner questions.



            13                CHAIRMAN LEVAR:  Thank you, Mr. Snarr.



            14    Ms. Schmid, do you have any questions for Mr. Mierzwa?



            15                MS. SCHMID:  Very few.



            16                         CROSS EXAMINATION



            17    BY MS. SCHMID:



            18          Q.    Is my understanding correct that you did not



            19    have your own model, but you used the DEU model?



            20          A.    I used -- I explored my own models and ended up



            21    using the DEU model just for practical purposes for this



            22    proceeding.  As I suggested in my testimony that model can



            23    be approved by when I put something practical on the record



            24    for this proceeding for forecast.  I found out the model



            25    with DEU and my revisions appear to be reasonable.







�

                                                                          217







             1          Q.    DEU uses a negative 5 degrees Fahrenheit as



             2    well; is that correct?



             3          A.    Yes, as one of their criteria in their



             4    forecast.



             5          Q.    But if we were to look at the coldest



             6    temperature over 30 years it would be a negative 4 rather



             7    than a negative 5; is that right?



             8          A.    That's correct.



             9          Q.    Given that based on the AGA survey 80 percent



            10    of the utilities surveyed used the coldest temperature over



            11    the last 30 years, shouldn't DEU do the same?



            12          A.    I would not oppose them using minus 4 as



            13    opposed to minus 5, but it's one degree.



            14          Q.    Then let's turn to wind speed.  In your



            15    surrebuttal testimony you suggest the Company use a maximum



            16    wind speed of 17 miles per hour and a mean wind speed of 9



            17    miles per hour instead of the 47 and 26 miles per hour



            18    respectively that the Company used; is that correct?



            19          A.    That is correct.



            20          Q.    Did your estimate of the 1,216.139 decatherm



            21    take the changed wind speeds into account?



            22          A.    I just want to check that number.



            23          Q.    Thank you.  Please do.



            24          A.    Could you repeat that number?



            25          Q.    1,216,139.
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             1          A.    Yes, those take in account my recommended wind



             2    speeds.



             3          Q.    But don't you also state that you used the same



             4    prior day demand input that Mr. Landward used?



             5          A.    Yes, I did.



             6          Q.    So if he used more or greater wind speeds, the



             7    model when you ran it it didn't account for that change in



             8    proposed wind speeds; is that correct?



             9          A.    He didn't use those wind speeds on the prior



            10    day.



            11          Q.    Did you use your wind speeds or his wind



            12    speeds?



            13          A.    I used his prior day demand number as a



            14    variable input.



            15          Q.    If that prior day number had been adjusted for



            16    your proposed wind speed, wouldn't that have an effect on



            17    prior day demand usage?



            18          A.    Offhand I don't recall what he used for his



            19    prior day wind speeds.



            20          Q.    I have just a couple more.  These pertain to



            21    the temperature used.  If I turn to Mr. Ditzel's testimony,



            22    his direct at page 5, lines 119 through 121 -- I'll just



            23    read this to you.  I can provide you with your own copy if



            24    you would like.  May I just read it?



            25          A.    Just read it please.
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             1          Q.    There he states, in the last 30 years, the



             2    lowest mean daily temperature recorded for the Salt Lake



             3    Region between Monday to Thursday was 1.5 degrees



             4    Fahrenheit or 6.5 degrees above the design peak day



             5    temperature assumption.  Would you take it, subject to



             6    check, that I read that correctly?



             7          A.    Subject to check, yes.



             8          Q.    Why didn't you use a 1.5 degrees?



             9          A.    I felt that was rather warm and I believe the



            10    Division's witness in the last 809 case thought that minus



            11    5 was acceptable.  I did not change that given the history



            12    -- if you look at table 1 on page 7, you'll see that -- 30



            13    years is not a hard and fast number.  It's used for a



            14    guideline.  These are estimates.  So I stuck to the little



            15    more conservative number.



            16          Q.    So if I recall correctly, you along with



            17    Mr. Lubow were witnesses in the 09 docket; is that correct?



            18          A.    That is correct.



            19          Q.    Do you recall that much of the Company's



            20    substantive testimony came in in rebuttal, not with the



            21    application?



            22          A.    Yes, I do.



            23          Q.    And with that timing would you agree that the



            24    opportunity for analysis was more limited than if the



            25    information had been provided with the application?
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             1          A.    There was more time in this proceeding to do



             2    the analysis.



             3          Q.    That was what I wanted to ask.  Thank you very



             4    much.



             5                MS. SCHMID:  Those are all my questions.



             6                CHAIRMAN LEVAR:  Thank you, Ms. Schmid.



             7    Mr. Sabin and Ms. Clark.



             8                Ms. CLARK:  I do have some questions.



             9                         CROSS EXAMINATION



            10    BY MS. CLARK:



            11          Q.    Good afternoon.  I want to draw your attention



            12    -- I want to ask a few clarifying questions, but first I



            13    would like to draw your attention to page 17 of your



            14    testimony.  Beginning on line 374 you state,



            15    Mr. Schwarzenbach states the firm peaking services are the



            16    most reliable and cost effective solutions based on this



            17    evaluation.  And I need to state, I take no issue with this



            18    conclusion.  Is it fair to say that while you do take issue



            19    with the level of contracting, you don't take issue with



            20    the fact that the Company has contracted for some peak hour



            21    services?



            22          A.    That is true.



            23          Q.    Another point of clarification, when you were



            24    speaking a moment ago with Ms. Schmid she was talking about



            25    your peak day forecast, your design peak day forecast.  I
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             1    wanted to clarify that your forecast was roughly 89,000



             2    decatherm below the Company's projected 1.3 million



             3    decatherm for that design peak day.  Does that sound right



             4    to you, subject to check?



             5          A.    That is correct.



             6          Q.    Then also I heard in your summary reference to



             7    the Company's 350,000 decatherm peak hour need.  I wanted



             8    to clarify that.  I want to take you now to your



             9    surrebuttal testimony if I could.  I am on page 4 of 10.  I



            10    am looking at line 93 where you have identified that as



            11    340,000 --



            12          A.    I'm sorry.  It should have been 304,000.



            13          Q.    Okay.  I wanted to make that clarification.



            14    Thank you.  And then again for clarification on that same



            15    line you do the calculation, your calculation of peak hour



            16    need would be 27,000 decatherm below that?



            17          A.    That's correct.



            18          Q.    And those are both a fraction, less than 10



            19    percent?



            20          A.    It's around 10 percent.



            21          Q.    It's a little less, wouldn't you say?



            22          A.    Yes, it's a little less.



            23          Q.    Fair enough.  So when you're doing a design



            24    peak day calculation or forecast, you're not looking --



            25    would you agree with me when I say you're not looking for
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             1    an exact correct number, you're forecasting and you're



             2    making your best estimate; is that fair?



             3          A.    You are making your best estimate.



             4          Q.    And you were here when Mr. Ditzel was examined



             5    earlier today when he testified earlier today?



             6          A.    Yes, I was.



             7          Q.    And you wouldn't purport, would you, to have



             8    the one true number that one could come up with for a



             9    design peak day forecast number, there are probably a



            10    variety of numbers or maybe a range of numbers, would you



            11    agree?



            12          A.    I think my number is a pretty reasonable



            13    estimate.



            14          Q.    So we'll assume that it is reasonable, but



            15    would you --



            16          A.    Plus or minus a few hundred or a thousand.



            17    You're never going to hit it exactly.



            18          Q.    You're never going to hit it exactly.  In fact,



            19    the AGA survey showed 21 companies with 21 slightly



            20    different, some more dramatically, different approaches;



            21    isn't that right?



            22          A.    Yes, utilities use different approaches.



            23          Q.    And those different approaches you would expect



            24    might come up with different numbers?



            25          A.    Yes, and I look at those all the time.
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             1          Q.    Would you purport or argue today, or would you



             2    testify today that any of those approaches are imprudent or



             3    unreasonable?



             4          A.    I would have to look at each individual one.  I



             5    can't say if one was imprudent or unreasonable just by the



             6    AGA survey.



             7                MS. SCHMID:  And I would object to this line of



             8    questioning because it appears to be friendly cross, which



             9    is not generally permitted by the Commission.



            10                CHAIRMAN LEVAR:  Do you want to respond to the



            11    objection?



            12                MS CLARK:  Yes, I would.  I think what we're



            13    getting at here -- I don't purport to argue that it's



            14    friendly or not friendly, it is clarifying and could be



            15    perceived as unfriendly depending on how he answers.  I'm



            16    really just trying to get to the bottom of it.



            17                CHAIRMAN LEVAR:  I think considering the nature



            18    of his testimony that he has presented modeling, that he



            19    has testified to the reasonableness, and considering the



            20    recommendations he's made in his testimony, I think the



            21    line of questioning is appropriate.  So I'm willing to



            22    allow you to continue.



            23                MS. CLARK:  Thank you.  And I'm almost done.  I



            24    don't have much left.



            25          Q.    So given that -- I think I heard you say a
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             1    moment ago there is some range, and we can disagree or



             2    agree on what that range is, but you can come up with more



             3    than one number that is a reasonable number for a design



             4    peak day forecast.  Did I hear you correctly?



             5          A.    It depends on how far apart they are.  If you



             6    see something with 50 percent apart, something is wrong



             7    with one of those.



             8          Q.    Sure.  For example, again, looking at the AGA



             9    survey there was at least one company that used the coldest



            10    temperature on record?



            11          A.    Yes, but we don't know how long ago that



            12    occurred or the forecast model that they used.



            13          Q.    Fair enough.  Fair enough.  If you were to use



            14    that number -- and I'm going to present for the sake of



            15    this question that for Dominion Energy Utah the lowest



            16    temperature on record is 11 degrees below zero.  That would



            17    produce a lower result than what you saw with the Company's



            18    forecast?



            19          A.    It would produce a higher result than the



            20    Company's forecast.



            21          Q.    I'm so sorry.  Lower temperature, higher



            22    result; that's correct?



            23          A.    Yes.



            24          Q.    And if you were to use the lowest actual wind



            25    speed, for example, I think we've already talked about that
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             1    producing a higher forecast result?



             2          A.    I'm sorry.  I'm not following you on that.



             3          Q.    If the Company were to use a higher wind speed



             4    in its calculation as one of its criteria than what you



             5    have recommended, for example, or even what the Company



             6    recommended, speaking hypothetically, that would produce a



             7    higher result?



             8          A.    Yes, the higher the wind speed the higher the



             9    projection.



            10          Q.    So each of these criteria the Company



            11    considered, and that you in your model considered, can move



            12    up and down depending on how the evaluating company chooses



            13    to look at it?



            14          A.    If you change the input, the final product



            15    number will change.



            16                MS. CLARK:  Okay.  I don't have anything



            17    further.



            18                CHAIRMAN LEVAR:  Thank you.  Before I go back



            19    to any redirect, I do want to make one more comment on your



            20    previous objection.  As I've thought about it I probably



            21    should have swapped the order of both witness presentation



            22    and cross examination of Division and Office in this



            23    hearing.  I'm past that point now, but I recognize it



            24    probably would have been better to go in the other order



            25    and I apologize for not recognizing that sooner in the
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             1    hearing.  With that, do you have any redirect for



             2    Mr. Mierzwa?



             3                MR. SNARR:  Yes, just a bit.



             4                        REDIRECT EXAMINATION



             5    BY MR. SNARR:



             6          Q.    Mr. Mierzwa, you were here when Mr. Landward



             7    testified that your design day model presentation resulted



             8    in a reasonable result; is that correct?



             9          A.    That's correct.



            10          Q.    Is there any reason the customers of this



            11    system should have to pay for costs associated with a



            12    different higher estimate of a design peak day?



            13          A.    Not that I'm aware of.



            14          Q.    Thank you.



            15                CHAIRMAN LEVAR:  Any recross from Ms. Schmid



            16    first and then Ms. Clark?



            17                MS. SCHMID:  No recross.



            18                CHAIRMAN LEVAR:  Ms. Clark.



            19                MS. CLARK:  No.  Thank you.



            20                CHAIRMAN LEVAR:  Commissioner Clark, do you



            21    have any questions?



            22                COMMISSIONER CLARK:  Mr. Mierzwa, from the



            23    description of your background and your direct testimony



            24    and from what you said here, I think -- I'm inferring that



            25    you would have deep experience with design peak day
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             1    modeling, that you do it routinely.  Is that true or not?



             2                THE WITNESS:  Yes, it is true.  I review on an



             3    annual basis maybe between 12 and 15 design day forecasts a



             4    year.



             5                COMMISSIONER CLARK:  And you're critically



             6    evaluating them when you do that, you're just not -- it's



             7    not just light reading, it's you're examining them for --



             8                THE WITNESS:  I'm examining them for



             9    reasonableness and proposing alternatives whenever I find



            10    that to be appropriate.



            11                COMMISSIONER CLARK:  Right.  And so the method



            12    that you examined here, the model, you accepted the



            13    temperature and the 20 year recurring value, I guess, or



            14    the 20 year recurrence value, the minus 5 degrees.  I think



            15    you accepted that as --



            16                THE WITNESS:  I accepted the minus 5 and I



            17    should have pointed out that there are two ways to look at



            18    probability of occurrence.  One is you count the number of



            19    -- you examine the number of years that the event has



            20    occurred and divide by the number of years.  Another way is



            21    to do a statistical analysis where you look at standard



            22    deviations.  The utilities use one or the other.



            23                So while the design that Dominion is using is



            24    when you go by absolute count is less than 1 in 30 years.



            25    When you look at the statistical standard deviation method
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             1    it's 1 in 20 years.



             2                COMMISSIONER CLARK:  The way that the model



             3    treated the wind data, is that -- you gave some information



             4    about HDD, EDD, EDD incorporating a similar concept of the



             5    wind effect?



             6                THE WITNESS:  Yes.



             7                COMMISSIONER CLARK:  Is that a reasonable



             8    approach or appropriate approach to consider not only the



             9    temperature on a design peak day, but the wind conditions



            10    on that day?



            11                THE WITNESS:  Yes, it is reasonable to consider



            12    both.  Some utilities do use wind, others don't.  I don't



            13    know the exact split, but it's probably close to 50/50 from



            14    the companies that I've looked at.  I can't comment on all.



            15    But sometimes wind just doesn't seem to play a big factor



            16    in heating load, maybe because it's not that cold.  For



            17    whatever reason sometimes the coefficient turns up the



            18    negative, meaning the winder it is the less gas you use,



            19    which doesn't make any rational sense so you don't include



            20    a variable in the model.



            21                COMMISSIONER CLARK:  And your conclusion with



            22    respect to the way it was dealt with in this model is fill



            23    in the blank.  How did you -- I'm asking you to summarize



            24    for us how you felt about or what your view is.



            25                THE WITNESS:  I think the model that I proposed
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             1    comes up to reasonableness of design day demand.  In my



             2    surrebuttal I took the three highest degrees of three



             3    highest days -- or coldest days or highest days, and



             4    compared to what the actual versus projected forecast would



             5    be and they were within two and a half percent.



             6                COMMISSIONER CLARK:  What page are you on



             7    there?



             8                THE WITNESS:  Page 8 of my surrebuttal.  If you



             9    look at the three coldest days.



            10                COMMISSIONER CLARK:  And then the use of the



            11    day before as the model employed, is that also -- is that a



            12    common technique?  Prior day I think is the right



            13    terminology.



            14                THE WITNESS:  It's not common.  I don't know if



            15    I've run across it once or twice or not at all, but more



            16    frequently what is used is prior day temperature which



            17    corresponds to prior day load.  Again, I don't know the



            18    exact percentage, but it's not used by most utilities, but



            19    it's used -- I don't find it uncommon to be used.



            20                COMMISSIONER CLARK:  Having accepted these



            21    general elements of the analysis and using inputs that you



            22    considered to be reasonable, you determined that the values



            23    that you expressed on page 10 of your surrebuttal for peak



            24    hour services or peak hour demand deficit I'll call it.



            25    Counsel for the company was asking you about the difference
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             1    between your model result and the Company's.  Is that a



             2    reasonable difference?  Is that in the zone of



             3    reasonableness as you would interpret it?  If your value is



             4    in the zone, is the Company's value outside the zone?



             5                THE WITNESS:  Value for what?



             6                COMMISSIONER CLARK:  I'm sorry.  I'm talking



             7    about the peak hour service requirements.



             8                THE WITNESS:  No.  The Company's number is



             9    based on its design day forecast, which I found to be



            10    unreasonable.  The difference is not large, but I think



            11    it's based on an unreasonable forecast and so I think



            12    340,000 is unreasonably high.  Plus, I do also recommend



            13    adjustment for line pack.  I don't believe the Company has



            14    adequately explained why they are using 180,000 of line



            15    pack, on system line pack.



            16                COMMISSIONER CLARK:  Thank you.  Those are all



            17    my questions.



            18                CHAIRMAN LEVAR:  I think I may want to reask



            19    his question in maybe a less sophisticated way.  Our job is



            20    to -- we have to answer the question were the Utility's



            21    action in 2017 prudent and reasonable.  Would there have



            22    been any apparent industry standard for modeling on this



            23    issue in 2017?



            24                THE WITNESS:  I can't speak to an industry



            25    standard being published.  But what I find is that when you
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             1    look at the Utility's design day forecast they look to see



             2    how accurate are we on the forecast on our coldest day.



             3    And here the Company's forecasts were underestimated and



             4    significant.  So that should indicate a problem that they



             5    should have been aware of I believe.



             6                CHAIRMAN LEVAR:  Thank you.  I appreciate the



             7    answer.  Commissioner White.



             8                COMMISSIONER WHITE:  Let me ask you an even



             9    less sophisticated question.  If I understand the Office's



            10    testimony frankly it's essentially the Company has



            11    prudently identified some type of need, it's just how big



            12    that need is?



            13                THE WITNESS:  Yes, that's my testimony.



            14                COMMISSIONER WHITE:  And that's based upon the



            15    questions about the design day forecast?



            16                THE WITNESS:  Design day and line pack.



            17                COMMISSIONER WHITE:  Do you have any other



            18    opinion as to other potential solutions or whether



            19    utilizing this solution is something that's trending in the



            20    industry right now to address this?



            21                THE WITNESS:  I have seen no other gas utility



            22    contracting for peak hour services.  But some utilities



            23    have on-system storage that they use to meet these peak



            24    hours.  But there has not -- I have not seen a movement in



            25    contracting for peak hour services.
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             1                COMMISSIONER WHITE:  But you don't take issue



             2    with at least -- based upon your analysis of the design day



             3    or your forecast you don't take issue with that solution,



             4    at least one of the contracts to address that?



             5                THE WITNESS:  That's true.



             6                COMMISSIONER WHITE:  That's all the questions I



             7    have.  Thank you.



             8                CHAIRMAN LEVAR:  Thank you for your testimony



             9    today.  Any final matters before we adjourn this afternoon?



            10                MR. SABIN:  None from the Company.



            11                MS. SCHMID:  Nor from the Division.



            12                MR. SNARR:  Nothing further from the Office



            13    Thank you.



            14                CHAIRMAN LEVAR:  Thank you for all of your



            15    testimony and participation today.  We will take this under



            16    advisement and we will issue a written order in a



            17    reasonable time.



            18                (The hearing concluded at 4:30 p.m.)
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