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BE IT REMEMBERED that the above-entitled and

numbered matter came on to be heard at Open Meeting

before the Arizona Corporabion Commission, in Hearing

Room 1- of said Commission, 1-200 West Washington Street,

Phoenix, Arizona, commencing' at 1" 0: l- 6 a. m. on the 2nd of

March, 2ALI.

BEFORE: GARY PIERCE, Chairman
BOB STUMP, Commissioner
SANDRA D. KENNEDY, Commissioner
PAUL NEWMAN, Commissioner
BRENDA BURNS, Commissioner

APPEARANCES:

For El Paso Natural Gas Company:

Mr. 'Jim cleary

For Transwestern Pipeline Company:

Ms. Shelley Corman

For UNS Gas:

For Southwest Gas Corporation:

Michael Pabten
Nathan Shelley

,fustin Lee Brown
BilI Moody
Gary Clark

Mr
r
T

M
M
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APPEARANCES:

For NGS Energy:

Mr.
Mr.
Mr.
Ms.

Mr.
Mr.

.Teffrey Crockett
,James F. Bowe, ,f r.
Daniel E. Pastor
Deirdre .1. McCaf f rey

Steve Ol-ea
Bob Gray

For the Arizona Corporation Commission Staff:
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Certified Reporter
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CHMN. PIERCE: We will now organize for ftem

No.2L.

Today we are here to t,alk aLrout the incident

that occurred in southern Arizona with the outage of

naLural gas and where that, began and how iL ended. And

we are going from here basically is what we are going

to do and what, I have done. Here is how we are going :o

organize this so everyone knows. We are going to take

in this order, and I want we are noL going t,o have

Commissioner questions. It tends to work wel-L for us.

I invite you we are going to take them eventually

to wrile down your questions and let us go through a

five to ten-minute presentation from each of the

companies we are going t,o cal-I oflr go to public commenL

too, so that we have a perspective up here of where

everything is. And then I think we can ask the

questions that I think will be most usef ul-.

I would invite and I see that Jeff Shaw is

here, who is the CEO of Sout,hwest, Gas, and a number of

folks from Nevada. Thank you for being here. By virtue

of your being here, I recognize that you know this is

important. And that's a good thinq.

What we are going to d.o, we wil-l- have someone/

whoever you designate from your company, or there may be

more than oner when we get to quest.l-ons I am sure you

ARTZONA REPORTTNG SERVTCE/ rNC.
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are going to delegate that. question to whoewer can best

an$wer. We invite you to do that. And some of you are

going to have PowerPoj-nt presenLat.ions, and we welcome

that. But we would, to slart out., like to take five or

ten minuLes, and it wilt go in this order: El Pas<:

Natural Gas; Transwestern, these are our pipeline folks;

UNS Gas; Sout.hwest Gas; and then NaLural Gas Storag'e.

And we r^rould like to remind you we are just kind

of wetting the whistle with what you have and letting

public comment parlicipators speak. And then we will

get in dept.h, we will go back int.o your detailed

presentaLions. So you donrt have to take a l-ot. of time

here to slart but. someLhing t.hat you, in an opening

statement, you would like to sdy. we would invite you Lo

do that.

So let's begin with El Paso Natural Gas.

MR. CLEARY: Thank you, Chairman Pierce. My

name is Jim Cleary. I am president. of El Paso Natural

Gas Company. And we would like to give an overview of

our view of what happened on the cold weather incident

and some ideas about how we can go forward.

CHMN. .PIERCE: Mr. Cleary, you are the

president --

MR. CLEARY: Yes, sir.

CHMN. PIERCE: -- of El Paso? Well, wel-come to

ARIZONA REPORTING SERVICE, INC

www.az*reporting.com
(642) 274-9944

Phoenix, AZ
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Vou, too.

know you have met with

CHMN" PIERCE:

you for being here.

MR. CLEARY:

CHMN. PIERCE:

I don't lhink

MR. CLEARY: No,

we have met

no.

some of

Glad to meet VOU, sir. I

my colleagues.

have. Thank you. ThankYes, I

Let me

We have them

MR. CLEARY: Great.

On the first pager just to qrive you an overview

of El paso Natural, we are a large interstate natural

gas provider, transporter. We effectively move gas from

supply basins like the Anadarko Basin, San ,Juan,

Permian. We take gas into our system from pipeline

interconnects which might bring gas to El Paso Natural

from the Rockies and we deliver to markets across the

southwestern U.S. and Mexico. In Arizona we have nearly

5,000 mii-es of pipeline. We have 345 separate delivery

meters. And we have l-75 employees who are proud to call

this state their home.

I am going to just talk for a minute. let me

just t,alk from the slides.

CHMN. PItrRCE: We11, ure can probably help rpilh

that, 'can'L w€r to make sure those move. Why dontt we

do that.

MR. GRAY: Yes, absolutely.

ARIZONA REPORTING SERV]CE/ INC.

wr^rw. az-r epor tin g. c om

(602) 2"14-9944
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MR. CLEARY: If you have the presentation,

Commissionersr w€ are on paqe 2 or page

CHMN. PIERCE: 8ut it. is helpful for the,

audience, especially those who might be commenters. But

they can see that. So as long as Vou, you can see the

screen, everyone, w€ should be okay. But r/\re need to be

able to move that screen lo click into the next slide

anyway. Thank you.

MR. CLEARY: Slide 3, please.

This slide shows in sort of an overview sketch

of the role of interstate pipelines in the gas delivery

system. Gas is produced by independent producers. Gas

is then -- typically in t.he Permian Basin and San Juan,

it goes to processing plants to remove various

substances from the gas to make it ready for pipeline

deliveries and ultimate consumption. It moves t.hrough

the pipelines and then ultimately to customers.

The key takeaway is that we are in the business

of transporting natural gas safely. The gas is

purchased by our customers. Our cusLomers will tell us

where the gas should enter into our system, which could

be the San Juan Basin, the Permian Basin, wherever, and

where they want the ga$ delivered each day.

The key from operating the pipeline is t,he gas

supply in each day should equal the gas supply out

ARTZoNA REPORTTNG SERVICE/ ]NC.

www.az-reporting.com
1602) z',t 4-9944

Phoenix, AZ,
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thatrs delivered to the market each day.

This is a picture of the El Paso Natural system.

And I wil-1 just note the major supply l:asins so you can

orient:

The Permian Basirr in west Texas, to the north of

that would be the Anadarko Basin that we also access

through our El Paso Natural system. The San Juan Basin

in northern Mexico is a major supply area. And. lre bring

j-rr gas from the Rockies through various interconnects,

interconnects with our Colorado interstate gas system in

the east, with our Mohave system in the west, and with

other independent pipelines coming out of baeically

north of San Juan.

So what did we see on the cold weather everrt?

Clearly this is a weather driven event, record cold

temperatures. We had record cold temperatures in

Tucsorr, record cold temperatures in Albuquerque, 45 year

record cold temperatures in El Paso, Texas. And that

did several things. It increased the demand for natural

gas due to the temperature. And we saw loss of gas

supply. In the Permian area and in the $an .Tuan Basin

there were some freeee-offs, which are not uncommon in

extreme cold weather, freeze-offs at the 'weIl-head or

gathering lines areas there.

In the Permian especially it was exacerbated by

ARIZONA REPORTING SERVICE, INC

www.az-reporting.eom

(602) 2-t4-9944

Phoenix, AZ
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power plants went out. And we had in Texas, I think

ERCOT reported 82 plants went down due to cold weather,

representing about 8,000 megawatts. What that did was a

serj-es of rolling blackouts on the ERCOT system and on

El Paso Electric. El paso Electric, by the way, is an

independent company, not affiliated with rny cornpany in
any way. That interrupted po?rer to processing plants.

When they were down, they had some freezing. When the

power carne back oilr they had trouble getting back on.

That resulted in less gas supply coming into the system.

What we really saw and what was the driver of

this event was on February Lst, 2nd and 3rd,

significantly rnoTe gas was taken out of the system by El

Paso Naturaf's customers than their suppliers were

putting into the system. That resulted in a depletion
of the l-ine pack that we keep in our pipeline to

effectuate deliveries. And vlith that, as the pressures

in our pipeline declined on the main line, sorne of our

dislribution customers had troubfe making d.eliveries to

their custorners, residents, residential custorners/

particularly at the far end of their systems.

And let me just point to a few numbers here that
show you whal happened. fn Arizona, demand went up

between, let's just Iook January 31st and February 2nd

that j-s outl-ined, over that two-day period demand

ARTZONA REPORTING SERVTCE, tNC.

w?tr^r.az-r ep ortin g. com

(602) 274-9e44

Phoenix, AZ
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increased by 1'7 percent.

At the same time, if you will drop down to the

supply line, Permian from the 31-st to the 2nd supply

dropped by 60 percent. What happened, Vou can see some

market re,sponse at the pipeline interconnects, w€ saw

our utility customers and distribution customers try to

buy more gas to shore up the decline in Permian and San

,Juan production at different pipeline interconnects,

This was gas that might have come in from the Rockies or

other regions. And they viere ab-l-e to do so, but we

sti"l-l on a net/net basis had supply exceeding demand by

1-5 to 2A percent on each of those days.

So how did that gas get delivered?

CHMN. PIERCE: You say supply exceeding dernand?

MR. CT,EARY: Excuse fr€, demand exceeding supply.

Thank you.

How did we manage that? WelI, we managed it

through two assets. We have a storag,e facility as part

of the El Paso Natural systern ca11ed Washinqton Ranch,

That has a rnaximum withdrawal capability of about

250 million a day. As you ean see/ 'on February 2nd,

1st, 2nd and 3rd that ran flawlessly. We were on full

withdrawal and the asset worked just qreat.

The next line is the impact on our line pack,

Now, we have line gas in our pipeline that's kept

ARTZONA REPORfTNG SERVTCE, rNC.

www.az-reporting,com
(602) 2't4-9944

Phoenix, N"
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under pressure. And that r,^ias depleted. That was

depleted by about 700,000 a day on February lst and 2nd,

? 0 0,0 0 0 over a t,hree-day period. Rnd when that

happened, w€ saw l-ower pressures on our main line

because there was rro, not enough supply coming in to

replenish that. pressure. And as tie have lower pressur.es

on our main line, thatts when our customers, Scluthwest

Gas, for example, had trouble making del-iveries to their

distribution customers.

Briefly during the period we were our

response immediat,ely was we had fu1ly manned our

eritical compressor stations. So we had people, our

lechnicians, lhere in case of any weather issues rel-ated

to those stations. We were in constant conLact with our

customers. I ment,ioned Washington Ranch was on fuII

wit,hdrawal. Our line pack, we held it as long as we

could, but, with that inadequate gas supply coming int.o

the piFe, it deplet,ed. Net/net, though, we delivered

every decatherm of gas that our cust,omers put in on

those days and more, 15 to 20 percent more each day.

tet me offer a few suggestions going forward.

We are going to i-ook at how we communicate with

custorners and process plant owners and g-enerators. But,

f think one key takeaway is to see bett.er int,egration

between the electric secLor, for example, for the

ARTZONA REPORTTNG SERVICE, rNC.

www.az-reporting.com
(602) 214-9944

Phoenix, AZ'
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electric utilities and generators to include nat.uraL gas

facilities on their critical infrastructure Iist, not

only pipeline compressor stations, but processing plant.s

and other key production facilities.

Another suggestJ"on, we do mock emergency several

times a year. Our mock drill- is usually focused on a

pipeline scenario, one of our plants is out, one of our

compressor staLions is down. r think this event, to ft€,

i-llustraLes the need to have an end*to-end mock. That

would be a rnock scenario involving producers, processing

plant operators, pipelines and distribution and utllity

customers. And there are ways to do that. We belong to

an industry group cal-led the Western Energy InstituLe.

SRP is a rnember. Southwest Gas is a member. And I

think a group like that. would be happy to spon$or a

look of using a mock emergency that would capture al1

segments of the industry.

We are going to Lake a loolc at our f aciliLies,

our key facillties. $torage performed just superbly but

we are going to look at all 314 meters that we have in

this state and make sure everything operated as it is

designed, ds is expected, and does it integrate well in

an optimal way with our cusLomers.

Finally, I think it is time lo reevaluate

storage. We have proposed in 2008 to expaud our

AR]ZONA REPORTING SERVICE, INC.

www.az-reporting.com

(602) 274-9944

Phoenlx, AZ
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Flashington Ranch storage field by 100 million a day.

The 250 that we have new helped. 350 a day would have

helped more. We had proposed and act.ually my company

has spent, invested $40 million between 2004 and 2008 to

develop storage fields in Arizona. Now, and these would

be high volume salt cavern fields, Had either Copper

Eagle or Arizona gas storage been in place, it would

have been a hug-e benefit in dealing with this situation.

So we view that when we propose these projects, that

storage would enhance reliability. I think the events

of early February just underscore that.

Now, you may ask why didn't those projects go

forward after an investment of $40 million. These are

multi $100 million projects. And to qet a project like

that done, you need alig-nment of market, you need

alignment of regulators, legislators and other public

stakehol-ders. For various reasons we just didn't get

there when we worked on this in 2004, '5, '6 and'7.

But I think the time to take another look at

this is no!(. And my commitment to this Commission and

to our customers is that we are ready, willing and. able

to roll up our sleeves and get to work on evaluating

storage and doing what we can to move it. forward, and

certainly looking forward to working with our customers

and this Coilrmission on that.

ARTZONA REPORTING SERVICE/ INC.

www.az-reporting.com
(602) 274-9944

Phoenix, AZ
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CHMN.

is ironic that

representative

Ea g 1e.

PIERCE: WCTI,

the senator who

who really put dagger in Copper

MR. CLEARY: Well, perhaps we could have another

discussion about that off J-ine. Thank you.

CHMN. PIERCE: I think so. A11 right. Because

r was there for that discussion. So were Vou,

Representative Stump, former Representative Stump.

Okay. Transwestern.

MS. CORMAN: Good morning, Chairman Pi-erce,

Commissioners. I am Shelley Corman. f am the senior

vice president of commercial and regulatory affairs for

Transwestern. And I just have a coupJ"e of slides to

share with you this morning.

First is a picture of the Transwestern system.

I don't think it shows up too good overhead. Oh, wait.

I have some copies here for yau.

The Transwestern system carr j-es gas supplies

from primarily the San Juan and the Permian Basins to

rnarkets in New Mexico, northern and centraL Arizona and

the California bc,rder. Transwestern does not o\^In

storage. We are connected to one storage facility in

Texas, the Keystone storage faciJ.ity.

On this map you can see that we have l"B major

ARTZONA REPORTTNG SERVTCE, INC.
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1602) 274-9944
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compressor stations. 75 percent of our compression is

gas fired, gas fired compressors. And the other

25 percent are electric compressors, electric motorg

where we buy the power from the utility.

Turning to the next page, specifically in

central Arizona, we connect to six gas fired generaLion

facilities. We also are connected to two local

distribution companies with six active delivery points.

We do not reach into the southern Arizona area, into

some of the areas of the gas outagres that you are

discussing this morning.

But we did think it was helpful to show you a

picture of what was going on in our system. And^ really

I will- echo many of the same themes of Mr. Cleary.

During the recent winter weather we did experj_ence

impacts on the Transwestern system. We didn,t Iose

po\^rer at any of our compressor stations. We had

capacity to serve eur customers. And we continued to

make customer deliveries out of line pack, but we did

experienee the same phenomena of loss of supply in the

system.

And this, Mr, Cleary showed it on a table form,

this is a graph form of the same sort of thing. What

you are looking at on this graph is the legend. On the

left*hand side is plotting in MMBtu the receipts and the

ARIZONA REPORTING SERVICE/ TNC.

www.az*reporting.com
(602) 27 4-s944

Phoenix, A7,
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deliveries on the system. And along the right side you

are seeing the pressure on bhe main line of the sysLem.

This is not in the central Arizona area. This is along

our main line in New Mexico.

And you can see that for a period of time during

the gas day of February Znd., nearly 400r000 rnore MMBtus

were going out of bhe system than were coming into the

Transwestern system. As a percent of Transwesternrs

line pack on a good duy, we have four bcf of gas in the

system. We sbarted into the wj-nter events on

Transwestern with about that amount of gas in the

system. So 10 percent more gas was going out of the

system than was coming' in for a largie part of the day on

the 2nd of February.

And fike others in the industry, w€ are trying

bo learn all bhe impacts. It was, that Ioss of gas

supply was split between the San Juan and bhe Permian

Basins. There wel'e $ome anecdotaJ informati-on that that

was powe.r outages, that was freeze-offs, but we are

still trying to learn and work with a1J- the interconnect

parties to undersLand what all the probJ-ems they

encountered in putting gas into the system.

the

had

Luckily, on the r^iestern part of our system in

central Arizona and the Ca1if ornia border areasr i^re

good pressure on the system. We never fel-I below
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pressures on Lhe800

main line hrere affected and some of oux other

cust omers.

So in sum/ realj-y I will echo the comrnents of

Mr. Cleary. For us it vras primarily an impact at

managing t.o serve our customers out of l-ine pack d.uring

the winter weather of February Lst through the sth. We

don't have a storage resource to counl on in t.he

Transwestern system. And we did that by allowing

customers Lo draw gas down out of line pack as long as

we were able to continue to operate our compression, to

push as much gas to t.he New Mexico and the Arizona areas

to keep pressures up as long as $re could.

Thank you.

CHMN. PIERCE: Thank you.

Okay. Now we will hear from UNS Gas.

MR. PATTEN: Good morning, Chairman pierce,

Commissioners. Michael Palten on behalf of UNS Gas.

A$ you know, UNS Gas serves portions of northern

Arizona as well as the Nogales area. UNS Gas did not

experience any retail customer outages or curtailments

as a resull of that cold weather event a few weeks ago.

We did reduce the gas flow to the UNS Elect.ric Valencia

plant down in Nogales as a precauLion, but that

reduction did not have any impact on the UNS El-ectric

ARIZONA REPORTING SERVICE, INC.

www.az-reporting.com
{ 602) , 214-9e44

Phoenix, A7"

pounds. But certainly our lower

impacted



1

2

?J

4

5

7

B

Y

10

11

T2

1-3

L4

L5

L6

1-7

1B

1_9

20

2L

zL

23

24

25

G-OOOOOC_1.1-OOB1 OPEN MEETING
Dominion Energy Utah
(Docket No. 18-057-03

DEU Exhibit 2.05)
Page 19 of 144

customers either.

We have provided information to the Commission

regarding our emergiency plan and other questions that

Commissioner Kennedy had. And we do continue to monitor

evenls tike this Lo help us prepare better for Lhe

future.

We thought rather than a presentation here we

would have appropriate people to answer the questions

you may have. And we have brought Mr. Nathan Shelley,

who is the general nanagier of UNS Gas. We have Mike

Flores, who is the manager of transmission and

distribution engineering. And we have Theresa Mead, who

is the lead analyst for gas transportation systems for

UNS Gas. And we wj-lI be prepared to answer any

questions that you have at the appropriate time.

Thanks.

CHMN. PIERCE: Thank you.

Okay. Southwest Gas.

MR. BROWN: Good morning, Chairman Pierce,

Comnri-ssioners, ,fustin l,ee Brown on behalf of Southwest

Gas.

We welcome the opportunity to provide a brief

presentat.ion to the Commission, providing an overview of

tsome of the already written responses that we have

provided to some of the questions the Chairman,
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Commissioner Kennedy, as we1l" as Commissioner Burns has

presented through letter forrnat.

With me today is our vice president of gas

resources, BiIl Moody, as well as vice presldent Gary

Clark, who is the southern Arizona division vice

president. They wiLl" be provid.ing alt overview from a

gas supply a$ well as the operations perspective on the

weather related event of the lst of February that other$

have already touched on.

Thank you.

MR. MOODY: Good morning. fs this on?

CHMN. PIERCE: Press the button.

MR. MOODY: There we go. Good morning'/

Chaj-rman, Commissioners. I am Bill" Moody, vice

president of gas supply.

We are the utility of record. We had the

customers out. So we brought both the supply and

operations side. We will keep a brief presentatj-on here

but attempt to give summary answers to all ttre

Chairman's and Commissionersr questions and the 1"etters,

and, of course, be happy to elaborate if this isn't

enough information.

Flrst off, we are here to discuss t,he loss of

natural gas service to our customers in Sierra Vista and

Tucson. And none of us wants a customer outage. Tn
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fact, we all do, from the Commission through alL of our

companies, our suppliers, do a lot of planning' around

trying not to lose service. And we also do significant

planning investment about service restoration. And we

are going to talk about both cf those things today.

We regret and understand, having been in the

customer side of the business awhile, a customer without

gas is angry. And thatrs the end of that story. You

cantt make him happy because you already took the

service away. fn t,his case, there is a lot of evidence.

We feel like we reacted well to what we knew beforehand

and afterwards, and we were a victim of this weather

event just like our customers are. That doesn't dismiss

their feelings on the matter because, when we put our

corporate logo out, we underst,and we are providing a

service.

I think the causes of the outages are nretty

well established. And f am going to glve some detaiL

that some of you have seen in separate meetings about tct

put perspective around our Arlzona weather event. This

sLide simply mimics what our pipeline suppliers have

told us about the supply basins. And we experienced

every singJ-e problem that they described.

Bentek is a research firm that does national and

international gas research. And they sent a market
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al-ert out after the event Lhat kind of put in
perspective what the production loss means to all of us

in the gas community. 5.5 bcf nationally is 10 percent

of the gas supply for the entire nation for a day. ft
is a big number. And a bcf of that was in the three

basins where we purchased our gas for our Arizona

customers. And so a bcf of gas loss means we don't know

until aft,erwards when we go out to purchase that ga,s and

perhaps even the selLers of that gas Lo us are not

certain whether or not that ga$ will- show up.

Think of this aa a very real--Lime situation.

Hold on just a second.

COM. BURNS: f thought I had it atready but. it
is different. So

MR. MOODY: We have been morphing. We have some

more copies if you need one.

COM. BURNS: I need one. Thank you.

CltMN. PTERCE: We have got one here.

MR. MOODY: Okay, okay.

CIIMN. PfERCE: Thank you.

MR. MOODY: Thank you. This looks similar to

the one saw in your office, yes. Okay.

report, done

50 power plants

know the numbers greater than 50 this

very quickly afterwards but at least

offline. And Texas experienced this

ARIZONA REPORTING SERVICE, INC
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peak gas burn higher than any time in

the meanti-me, out here in Arj-zona and

we are having one in 60 year weather,

any of our design parameters.

To put that in perspecLive,

one in 30 year weather event. I have

Southwest Gas for 30 years and I can

bar kept getting warmer for my entire

yea r.
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their hislory. In

across New Mexico

which is beyond

the qreen bar

been working

tel-l- you that

career unti1

is the

at

that.

lhis

The bl-ue bar is the actual weather if you urent

to the weather service and looked. Then when we order

gas every day for your our custemers, we have a very

sophisLicated modeJ-ing sysLem Lhat takes into account

humidiLy and wind, all the thingrs t.hat rnight. affect how

cold a customer feeLs or how a dweJ-J-ing may react to gas

so we know how much to order.

And that red bar really puLs in perspective this

weather event. Those of you who are in Tucson, and my

compatriot, Gary Clark here, runs that division, when I

talked to him that day it was cold and it was windy, but.

the words were you can't bel-ieve the wind. And that

proves it out. In Tucson, Arizonar we had 42 degree day

effective weaLher compared to a design or a 30 year

event of 35 and a half. That's a lot colder' not just

that litt.l-e tiny red bar. And notice that Phoenix'

16a2) 2"t4-9944

Phoenix, Az
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Arizona is at a peak as well. T had the opportunit.y to

visit Phoenix. I never felt it this cold on that day

when I was here. I lived here for awhile.

So the gas company reacts in the way that we

can. Our gas buyers on February Lst, we see that the

green bar is the gas we actually took. The blue bar is

what we ordered or tried t-o purchase from our suppJ-iers.

And the red bar is what was seheduLed. And scheduled

means that supplier and pipeline and customer al"1 agree

that t.hat gas rdas put into the pipe. Obviously the

problem is the difference between the red and the green

Iine.

But in ansvrer to the Commissioner's question,

did the gas company reacl to this evenL, you can see by

the blue bar that we ordered more gas than we expected

would show up to try and make the net/net be helpful to

the pipeline as well a$ account for the cuts that we

knew were going to occur in the basin. And in that bJ"ue

bar it includes all firm purchases. Arid in some cases

t.hat hras beyond the eapacity we would normally own ori

our pipeline. So we actually purchased capacity from a

seller so that r^re would have it firm all the way to our

gate.

And then what happens is what wa$ described by

the pipes. They have a responsibility to telt bot.h ends

ARTZONA REPORTTNG SERVTCE, TNC"

www.az-reporting.com
(602) 274*9944

Phoenix, AZ



L

2

3

4

5

6

I

I
1-0

11

L2

13

L4

t5

L6

L'l

r.8

l-9

20

2L

22

23

z4

?q

G-OOOOOC-1.1-OOB1 OPEN MEETING
Dominion Energy Utah
rDocket No. 18-057-03

DEU Exhibit 2.055
Page 25 of 144

of the pipe if the basin is not performing, either we

are not taking your gas in orr Southwest Gas, your gas

is not showing up.

Another issue that occurred was advanced

warning. And I want to assure the Commissj-on we

absolutely had advanced warninq. We watched the weather

forecast multiple days in advance. This was a classic

cold ewent, which it got colder as the day got closer.

The weather forecasts typically either miss one side or

the other, but, so we are always d.ealing with that. But

as I told most of you separately, you are paying us for

judgment,. And we exerci-sed our best judgment. We also

have 24-hour monitoring of our syst,en. Dist,ribution and

the inlet pressures that are at topic here this morning,

we understood what was going on there.

And then we also receive routine pipeline

communications. By t,ariff, part of the ag'reement is, if

we have a problem ort more importantly in this case, if

the pipeline is experienci-ng, there are a number of ways

r,\re would learn the condit,ion of our 1ine. One is each

of the people involved in purchasing gas every day have

on t,heir screen the ability to look at the line pack in

El Pasors line, in TW's line. They do that. That is

part of their gas buying p.rocess. They can see things

were happening.

ARIZONA REPORTING SERVICE, TNC.
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At the same time the pipeline _issues us

warnings. In this case the SOC stands for a strained

condition, which means the pipeline anticj-pates they may

have a problem, and they signal- customers. And we try

to take action. And then it. turns into a critical-

operating condition emergencyf which is the worst

possible condition, which is we are experiencing major

difficulties of some sort. And those are typically

described to us. And then we have ongoing constant

communication that stretches from the pipeJ-ine through

our gas monitoring facilities to the division.

Now, none of this meant outages were certain.

We don't run out and turn people off on the guess t.hat

people may go off.

So now I arn going to hand this over to Gary

Clark. who is your vice president of operations for

Tucson, to taJ.k a littfe bit about what happened in the

operating division.

MR. CLARK: Good morning,, Mr. Chairman and

Ccmmissioner$-

Southwest Gas does indeed have an emergency pJ-an

manual and a winter operations guide that we foJ.low on a

regular basis during the cold weather portions of our

year. We attend the winter operations meetings that the

Commission sets up around the October time frame. And
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ire take those meetings very seriously. And we look at

our operations. V{e look at alL aspect-s of our pipeline

systems to Lry and ensure that we will have adequate

capacities to serve our customers.

I witl begin on the morning of February 2nd. At

that time, as Bill has indicated, we were looking at the

weat.her, we were looking at pressures from our telemetry

systems on the pipeline and we were ant.icipating that

there could be potential problems if there wasn't some

recovery of pressures on Lhat pipeline. We met together

as a management Leam. We looked at our curtailment

plan. And we instructed certain management peopLe to

make calls to customers and alert them of a potential

curtailment,

During that process, many of our customers

voluntarily who had alLernate services went from natural

gas to an alternate energy souree. And at Fort:

Huachuca, the base cooperated with us and put out an

order that all thermostats would be lowered Lo

approximatei.y 50 degrees during this cold weather evenl

to help us out.

We took those sLeps. We also looked at some

modeling tlrat had been done previously that would enable

us to see what would happen as our pressures and the

demand on our system, if the deqradation occurred that
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we thouqht. in this weather event wouLd occur.

And lastly, we implemented, per our winter

operations p1an, the proeess of having our fieLd

personnel- out at critical facilities starting at l0:00

p.m. that night throughout the night to monitor and make

sure there were no mechanical issues that woul-d occur as

a result of the cold weather.

In the morning of February 3rd then, we received

our first alarm on our telemetry system in the night in

the Sierra Vista area. And we recognized that in that

area thal pressures were dropping at a significant rate

and that if it continued during the rnorning peak that.

there woul"d be outages.

$imilarly, in the Tucson area, on the Houghton

Road system, this was t"he system that r^re were

particuJ.arly concerned with, it services approxi-mately

150/000 customers, and what you $ee in this graph is

ultimately as a result of this event, the areas in blue

are the customers that we ultimately lost as a result of

not having enougrh capacity in our distribution system lo

serve them.

rmmediately fol-j"owing the outage. we began the

restoration of service to our customers. We notified

the gas safety group of the Arizona Corporation

Commission and let them know of both the Sierra Vista
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event and the Tucson event and subsequently kept them

informed as well as other members of the Commission of

what was going on.

We made caLLs to our other operating areas in

central- Arizona, in the Phoenix area/ and in Nevada and

Ca.Lifornia and asked for assistance of getting personneJ"

on their way to come to Tucson to assist in restoring

service to our customers.

That restoration event began immediately upon

the outaqes. We began by having to g:o and turn off

meLers to customers. And ultimately the restoration

efforts, once they began, our first service restoration

at.tempt was compJ.eted at all customers that were lost

within two and a hal"f days.

During this time period, we were very busy in

communicating with various media resourcee to keep them

al-erted to what was going on during our outage. We

immediately reLeased news releases and ultimately

initiated and responded to 376 media conLacts. As a

result of that, we communicated both in Tucson and

Sierra Vista.

Now, it might be of interest that in Sierra

Vlsta they have no television media within that

cornmunity. And, therefore, in Tucson, we were providing

information to Sierra Vista, to the Tucson media. But
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it was not making" it down to the $ierra Vista customers.

So we relied heavily on giwing updates to the Sierra

Vista Harold, the locaL newspaper, and multiple radio

stations in the area to keep Lhem apprised of what was

going on with our efforts.

We also partlcipated j-n news conferences with

t.he Pima County Office of Emergency Management. And in

Cochise CounLy, we were in constanL contact with their

emergency services manaqrer and representatives of the

public service agencies down there to keep them

i-nf ormed.

As a result of all of these efforts, we feel

that, from a field perspective, everything wenL as we

had hoped. Service was resLored as quickly as possibl_e.

However, several recommendations have come out of t.his

process. And briefly let me go over those

recommendati-ons.

We feel- that r^re need to develop a system to

capLure field information regarding relight J-ocations

and estimated times. This would give our cusLomers

up*to-date informatj-on as per urhen service technicians

would be knocking on their door. That was the single

biggest concern that our customers had, when will you be

at our house. And we feel that we will investigale and

try to implemenL a sysLem that wil] enable us to do
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that.

Secondly, we are going to look aL the potential

of predictive dialing techlrology. In Tucson, we were

able to partner with Pima County's emergiency management

and use their reverse 91L caI1ing system Lo put ouL a

message to our customers. And that was a one time

opportunity to put out a message to all customers within

the outage affected areas. A predictive dialing system

in-house would enable us to put out those messages on an

ongoing basis.

We need to l-ook at the correct way to utilize

the spread of social media in our communicatlons stream.

We recognize that this today is an importa'nt opportunity

for us to pursue and to see what opportunit.ies are

there, again, to communicaLe with customers.

We want to look at software which will- update in

an emergency, technologiy on our websj"te so that that

information is currenl and accurate and ongoing.

We need to look aL implementing an on-call

system for oLher deparbments that arenrL affected in the

outage, including some of our corporate staff

departments, so they are avail-able on an on-call basis

to assist operations with Lechnological needs and oLher

area s.

Right now we have discovered that in our
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engineering' arear our maps and information doesnrt

translat,e over to our customer service system. So we

need to look at the potential of getting Lhose two

systems to talk to each other.

And lastly, we are goinq to look at implementinq

a notification system within house company-wide to

ensure that all of our departments are aware of an

outage in a particular area so they aren't scheduling

maintenance of a critieal system or anything eLse at the

same time or in an emergency mode during an outage.

I wilL turn it back to Mr. Moody.

MR. MOODY: Moving forward, we have already had

one debriefing session wlth our pipeline provider, E1

Paso, and have been in contact taith our suppliers.

Trust me when I say there is a big mess of bookkeeping

on the back end of this. Every gas customer who was

purchasing ga$ or selJ-ing gas into a pipeline Trras

hitting their scheduling system. And we wilL be working

t.hrough that for a J-ong tirne to find out aLL Lhe facts.

But, more importantly, I wanted to make sure that you

understood that it doesnrt stop after this happens.

This weather event is cJ"early outsj-de of our

planning criteria. So our pJ.anning process says that we

will take this weather event, which hasnrt occurred in

February in 60 years/ we wiLl put it back into our
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plannj-ng proce$ses. And it wil-1 directly impact our

lonq*range forecast for volume that our customers may

require, our firm capacity commiLmenLs on pipelines and

infrastructure improvemenLs. And thatrs probably the

most i-mportant one. In a moment I will comment oh

sLoraqe. But. also understand Lhat we are in canstanL

discussions with our pipeline providers. We build a

system and they build a system and they have to

peacefully interact in order to gerve our customers.

So there is a lot of work that is going to occur

from this. That's part. of a rouLine process that we

don't just do far winter preparedness. fn my departrnent

we will do it ten years in advance because many of these

projecls are significant.

An example of that would be storage 1n Arizona.

Now, I realize we are switching away a little k,it from

our cusLomer communications and our qas purchasing. But

this was a question on everybody's mind. It has been

kicked around in Arizona for a long time.

As utilities we responded by formi-ng the Arizona

Storage Coal-1tion in 2001. And as kind of the storage

activity maybe lost a tiny bit of momentum, w€ are stil1

all working on it. Commission SLaff was involved. We

keep them apprised. And qrenerally this occurs followj-ng

the Picacho nasin.
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And po),itical issues, I wish I was as eloquent

as Mr. CIeary, on the ground, those poJ.itical issues

revolve around the important work ADEQ does. And brine

injection is an issue, where we axe putting water back

into the groundwater. And I am not a sclentist so T

canrt comment on that. I just know it is an issue. And

then, of course, the munlcipalit,ies that were affected

by salt that waa evaporated that needed to be st,ored

somewhere near EJ.oy, they al"so were out there working.

So Mr. Cleary said it best. There is a lot of

constituents around gas st,orage. But the question we

were asked is would it have solved this event. And the

answer/ without being deflecting, is rnaybe. Generally

storage irnproves reliability. I think every utiJ"ity in

the state is on record that it r,riIl, improve reliability.

The question is where will the next requirement be and

will the hardware system adequate)"y support that. But,

t,hat should not slow us up from pursuing storage. We

agree with everyone that gas in the state is at-r

important asset. Many states are making that play.

FinalJ"y, I will conclude our discussion wlth
just a basic picture. Those gireen l"ines represent E]

Pasots system in our state. And in a sense, in easence

that red line pJ"us the green line that comes down by the

R in Ari-zona is where Transwestern would be.
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Tr:answestern Lerminates out in t,hat littIe red box. And

that Iittle red box represents the Picacho area.

So all of our pipeline systems are around that

area, and there happens Lo be salt there. I think that

any of us who were -- you were a couple of

Commissioners were in the legislature back in the days

of Copper Eagle. That was quite a bit bigger political

mess back in t,hose days.

Sc that's what we are up against for something

that we support and would like to work on over the nexL

three to five years.

CHMN. PIERCE; Thank you. And we wilJ. get back

to Southwest Gas with questions after we hear letts

hear from Natural Gas Storage. Then we wilf have public

commenL.

MR. CROCKETT: Chairman Pierce, Commissioners,

Jeff Crockett of Brownstein Hyatt Farber Schreck

appearing today for NGS Energy.

NGS Energy is developing an underground gas

storage project in this Picacho area that was shown on

Mr. Cleary's slide as the Arizona Naturaf Gas Sl-orage

project Located near EIoy.

I would like to introduce, if r could, some

folks that are here with me today. Laura Luce is t,he

president, and CEO of NGS Energy. Chad Whited is vice
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president of project development with NGS. Deirdre

Mccaffrey is the managing director of t.his proJect here

in Arizona, ALso with us here are Daniel Pastor, who is

from Tetra lech, who is involved with the pernitting and

environmental- issues around this project, and then Jim

Bowe, who is with Dewey & LeBoeuf, outside counsel. I

am going to turn it over to them in a moment but I would

just say a couple of words about this.

We have heard that natural gas storag'e or

underground natural- gas storage would have improved

systern retiahility and would have certainly benefited

the state in this outage that we have just been through,

I would ask the parties and the Commissioners to

consider the question if not norrr/ when is the tine for

underground natural gas storage,

We believe that the circumstances exist today

that are -- there wiII not be more favorabLe

circumstances than exists today to get a project like

this done. And r,re are working hard on this project in

Arizona and we invite the parties to work with us toward

the goal of having a more reliabte natural gas suppty in

the State of Arieona.

With that, I turn it ever to Dan, who has got a

PowerPoint presentation.

MR. PASTOR: Thank you. I am happy to be here
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today talking about the Arizona Natural Gas Storage

project.

Just a brief introduction. My name is Dan

Pastor. I am a principal with Tetra Tech. We are a

company that provides environmental and engi-neerinq

consulting services specializj-ng in the development of

underground natural gas storage projects. And our

purpose, our role in the project is to support the

facility permiLting, r,ohich is fairly extensive, to

ensure environmental compliance, and we also support

water management and geotechnical engrineering for the

development of t.he project.

And I have personally worked with NGS, which is

t.he parent company to Arizona Natural Gas Stor6ge. in

the development of other projects around the country,

specifically the Tres Palacios project in Texas, which

was developed and in service at this time,' the Leaf

River project in Mississippi, which is currently being

developed; the Windy Hill project in Col-orado' which ie

also under development at this time; and, of course, the

Arizona Natural Gas Project, which we have been working

on for about two years now.

Just briefly, a quick summary of underground

natural gas storage. I think most people have the idea

how it works, but essentially it is cavern storage in
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salt, so in a salt body that has suit.able properLies.

There is the dissol-ving of a salt cavity for storage,

which is then taken off of the interstate pipeline

system, placed in the sLorage cavern and then drawn off

whenever it is needed. ft ie done in a very safe

manner. And it is widely used around the country.

There are about 400 natural gas storage facilities that

store gas underground in the U. S., but none in Arizona"

So just briefly, why is it needed? I think we

have talked about why the need is here. It is lts

reliability, flexibility and security. Storage can

provide both supply and pressure to the systems to meet

peak demand. And it also serves an important role in

providing gas fired qeneration backup to renewables. So

as addit.ional renewables come on 1ine, there is a need

for qa$ storage and ga$ fired backup. And it also helps

with the operation of the pipeline systems to make that

more efficient.

In particular you can see on the graphic there

there are a number of states shaded in gray where there

are no sources of naLural gas within the state, and so

the state is dependent upon pipeline service for its

natural- qas.

So specific to

we have tafkedproj ect,

the Arizona Nabural Gas Storage

about the Picacho Peak Easin
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near Eloy. Thatrs where the project is located, about

midway between Phoenix and Tucsorr.

And the facility itself, I wanted to give just a

quick overwiew of what the components are. There will

be eiqht sLorage caverns that provide a tot.al capacity

of 20 bcf. And that provides for up to one bcf per day

of withdrawal capacity. Those caverns are shown here on

the facility map with the green dots. And it may be

difficult to see but there is a little brown halo around

that, that circle. That's actually the diameter of the

caverns where the gas will be stored underground.

In addition, Lhere will be up to 22 l:rine ponds,

which we will talk about a little b'it later, and surface

facilities, including gas compression to deliver the gas

int.o the caverns and then redeliver il back to the

pipelines.

This is gas flred generation, so not dependent

upon any other source. We have plenty of sources of gas

there at the facility. So it is noL subject to

emergency conditions, plenty of backup gas supply there.

The facility also has a water intake structure

that will take water out of an adjacent canal. And then

there are pipellne systems that connect this facility to

the pipeline infrastructure.

And specifically they will the project
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includes a nine and a half mile dual 24-inch pipeline

header that runs up and would tie into the Transwestern

and El Pa6o pipeline systems with pj-peline laterals out

to two power plant.s.

So just briefly, a question that we get all the

tirne is how are these saLt caverns created. And the way

it works, it is pretty stralghtforward. Water would be

taken from an adjacent irrigation canal. No chemicals

are added to it. It is just injected directly into the

saLt bed, dissolves the saLt just Like you would

dissolve table salt in a cup of water, saturates the

water. And then that v,rater is circulated back up to the

surface where it is diwerted to some solar evaporation

ponds where the water can be evaporated.

Another question that we get a tot is why use

evaporation ponds. Well, there is realJ.y onty one other

feasibLe option for brine disposal, which is deep well

injection. From a technical standpoint, you can't

discharge it to the surface. And we hawe looked at that

option at the site and found that there are no suitable

injection zones there at the site beneath the saLt for

that water to be disposed of. We have also looked at a

potential zone above the salt, but there are concerns

about disposal into that interval because it dj-rectly

underlies the regional aquifer system and it runs the
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risk of potential salt water intrusion into the aquifer

system, which we can't have. And that would definitely

be something that would be a corrcern to Arizona

Department of Environmental Quality.

There is also an issue from a structural

standpoint about injecting water above the salL in that

it runs a risk of potentially damaging the cap rock

strucLure on the storage vessel that you are putting the

storage into.

So for those reasons we don't believe injection

is feasible at the site. Therefore, we have g'one to the

evaporaLion pond options.

So the construction and operation of an

undergrourrd natural gas storage facility is highly

regulated both at the federal level as well as the state

level-

The overarching agency for permitting of the

facility would be the F€deral Energy Regulatory

Commission, which takes the lead authority on that. The

ANGS project is in the prefiling process with FERC. tie

have heen in prefiling for a little bit over a year at

this point.

The other lead agency that gets involved at a

federal level- is the US EPA. Thev provide permits for

the solution mining steps, so the injection of t,he water
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to create the caverns. We have been workirrg with EPA

and have submitted an applicat.ion for the last three

injection permits for this site. And that's underway.

fhose permit applications have been in for about a year

now.

There are other federal entities that are

involved as well as state enti-ties. So the Arizona

Department of Environmerrtal Qualit.y has an aquifer

protection progran t.hat we are working lrith them on to

ensure that there is no leakage from any of the brirre

ponds or leakage from the well casing during the

solution mining step.

One other interesting aspect of this project is

that, g,iven the size of the embankments for the solar

evaporation ponds, we also have to engag:e the division

of water resources for a dam safety protocol to make

sure that we can construct those embankments safely and

have & permit to do so.

We are also regulated by the Arizona Oit and Gas

Conservation Commission as well as Pinal County Air

Quality Cont.rol District.

A few other folks that are involved as well

it is a long list of folks, and that's why permitting

one of these projects takes quite awhile is the

Arizorra State Land Department is involved. There are
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sorne properties there that the site would, the faciliLy

would be located on. And then, of course, we go through

endangered species and the potential for any kind of

cuLtural resources in the area/ to rnake sure we are noL

going to have negatlve impacts on any of Lhose resources

through development of the project.

So that's a quick summary of the project,. Next

,firn Bowe with Dewey & LeBoeuf will talk a little bit

rnore about the benefit.s of the project from a commercial

basis.

MR. BOWE: Thank you. Good morning,

Mr. Chairman, Commissioners. .Tim Bowe of Dewey 6

LeBoeuf for Arizona Natural Gas St.orag-e. And I want to

thank you for the opporlunj-ty to speak with you abouL

market area slorage in general and the Arizona NaturaL

Gas Storage projeci: in particuLar.

I Lhink the xeason my client asked me to appear

here is storage has sort of been my J.ife, which is a

depressed, sad commentary. For t,he last 15 years I have

been involved in nearly 40 gas storage projects all over

the United States and elsewhere in the world, including

all the projects that Dan described as having been

undertaken by Natural Gas Storage, by NGS Energy.

First let's t.alk definitional terms. Market

area storage, which is what I arn going to be touting for
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the balance of my comments, in my mind is the storage

that is located relative to major load centers such that.

peak day and peak hour requirements can be satisfied in

substantial part by storage withdrawals.

fdeally, market area storage is located in the

hearts of the market. It happens that the Arizona

Natural Gas Storagre project which is planned for Eloy

would be located conveniently between Phoenix and

Tuc$on, in the heart of the Arizona market, providing

about as good a location for reinforcj-ng the gas

delivery structure in the state as you could imagine.

What value does market area storage brinq? In

other markets that have had the benefit of market area

storage for decades, California would be one example,

Michigan is another, the New England northeast states a

third, the availability of market area storage has

permitted long-haul pipelines to be sized to meet base

load requirements, average reguirements instead of

havinq to be sized to meet peah requirements. Those

peak requj-rernents can be supported in large measure by

gas withdrawals from storage facilities, That provides

real efficiency benefits in terms of pipeline design and

sizinq.

Arizona has had the luxury of being able to rely

for its peak day and peak hour requirements on pipeline
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deliveries without having the benefits of gas storage,

But that has been to some degree a free ride that is

coming to an end as the nature of gas demand in the

marketplace changes.

And it carries risks to be reliant entirely on

pipelines for deliveries on the peak day and during the

peak hour, particularly in extraordinary weather events

or in the event of infrastructure upsets, which can come

not just because of freezing weather 1n the winter but

because of a major po\ter plant or group of power plant

outages in this market in the summer.

f want to make sure that it is clear that the

sort of excursion that this area had to deal wlth

resulting from cold weather could just as easily resuft

from the loss of a number of seurces of supply into the

rnarket during the surnlner which coul-d lead to a loss of a

great deal of power g,eneration. And the consequences

would be pretty significant for the state.

The availability of pipeline capacity into the

state that allows the state to meet its peak day and

peak hour needs has reaIly caused the utilities to defer

committirrg to gas storage. And that's why we have been

talking about this now for a long time. r have a sense

of deja vu. I was here in 2003 in a gas storage

conference convened by the Federal Enexgy Regulatory
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Commission to explore the need for gas storage in

Arizona shortly after FERC denied an application by Red

Lake Gas $torage project for a certificat.e to develop a

project up in the northwestern corner of the state. We

have been talking about gas storage in Arizona since

even before 2003. Here we are again. But, as my

colj"eague pointed out, now seems to he the time for the

conmitments that are required to be made.

Where it exists, what does market area storage

do? What does it allow the gas infrastructure to do?

Over the short term and the near term, market area

storage can support service on the peak day. It
provides physical insurance against disruptions of

flowing gas supply. And that, those sorts of

disruptions can come from pipeline or compressor

outages, from gas supply interruptions, as apparently

happened in the Permian Basin, weJ.l freeze-offs, things
of that nature. It can also compensate for sudden

spikes in demand, gas fired generation suddenly heing

called upon in large quantity. It can provide overall

system support so that a system in need of addit,ional

gas supplies, ?s was true -in the Tucson area/ could be

supported in part by withdrawals and displacements of

gas from a market like Phoenix that was better supplied..

Over t,he longer term, market area storage
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permits more confj-dent reliance on gas fired power

generation. Given the load fouling characteristics of

gas fired power generation, it is the source of

incremental generation for the foreseeable future in

this part of the country.

The availability of nrarket area storage permits

more efficient operation of the long-haul pipeline

s_ystems, of Lhe local distribution systems connected to

them, and of the regional energy infrastructure,

including gas fired power plants as a whole. Over the

longer longer terrn, having market area storage woul-d

allow more efficienl sizing and operat.ion of the

long-haul transmission systems.

So, overall, having the availability of market

area storage would improve the overall reliability and

security of the energy infrastructure in the sLate. So

over all periods, having market area storage in place

would offer a physical hedge to gas lDCs and power

generators and to other major consumers of natural- gas.

There are price benefits as well, which I wontt

get into now but would be huppy to speak to. Having the

availability of storage in the heart of the market

allows you to be a little bit, J-ess of a price taker than

would be true if you had to go to the markeL in t.he peak

hour for an additional source of supply. and it also
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allows you to reduce your exposure to being long gas and

having to dispose of it when there is an opportunity to

store the g'as rather than sell it at fire sale prices.

5o there can be real- gas cosL loenef it s as we11,,

but here I wanl to focus more on reliability and

security as one of the major virtues of havinq markeL

area storag'e. And this j-s not new. This is something

that has been recognized in a l-ot of otirer marketsr fls I

mentioned, California, Michigan, the northeastern

states, and most recently Alaska.

f am worki-ng on a gas storage project in Alaska.

It would be the first one in Alaska being developed in

recoqnition of declining deliverability into the

Anchorage and Kenai Peninsula area. The Alaska, or

Requl-atory Commission of Alaska had to wrestle with some

of the same issues you have to wrestle wii:h having never

had gas storage in the state and has approved the Cook

Tnl-et Natural Gas Storage Alaska project. to support

deliveries in the Anchorage and Kenai area because of

the benefits market area storage provides Lo mainbain

system reliability and stability.

Arizona has been discussing this, as I said, for

a lonq t ime. I went back and looked at comments that

were filed with tl:is Commission in 2003 by EI paso

Natural Gas and., at that time, Copper Eagle Gas Storage.
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The same essential points were rnade in the presentations

that El Paso filed with this Commission and made today.

I point out in particular that. ib is g'enerally

recognized that where market area storage is available

the customers can meet their peak needs through storaqe

withdrawals, and that, would allow for more efficient and

cost effective and reliable satisfaction of marltet

nee ds,

I wanted to see if we can gio to one slide just

to give you a sense of what graphically having storag'e

close to the rnarket can mean. Obviously having storage

close to the market here would have helped. I think

there is no real disagreement among all the participants

in this proceeding.

I wanted to show you something that I had

personal experience with. This is a sal-t cavern gas

storage project called the Sout,hern Pines Energy Center

located in Mississippi, very close to the Florida

market. There were two hurricanes bacl< to back in 2008

just a few months after this facility went on line. In

fact,. it was just barely operational. The two major

excursions down, er the rnajor withdrawals from the

storage facitity, for three days this sborage facility,

which had emergency backup power generation, was on line

and abl-e to supply half a billion cubic feet a day to
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the Florida market j-n place of offshore platforms that

had been shut in and processing facilities that had been

shut in. The pipeline that was supplying FIorida,

Florida Gas Transmission, actually wrote a thank you

l-etter to my client for having actually been there and

having kept. the syst.em up.

Half a bil-Iion cubic feet would be what this

project coul-d do, as it is currently desig'ned, to inject.
gas right into the heart. of the market.

Just recently, just last week TransCanada

Pipelines lost a maj-n lane in its northern Ontario

system. That reduced the deliverj-es to easLern Canada

and northeast.ern United States by severaf

hundred million cubic feet a day. The system was abte

to respond with gas storage located in Michigan and in

Ontario and in the northeastern U. S. to maintain service

to all of the major markets, including the New york City

market which is supplied in part by Canadian gas.

Having' storage close to the market was the difference

beLween a problem and a very serious problem for one of

the mosL populated areas in the United States.

So perhaps that is enoug'h to make the point that

market area storaqe can really make a difference and

could have made a difference in the excursions that

Arizona dealt with February 1st, 2nd, 3rd.
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Now, why haven't we gotten there yet in Arizona?

V{ell, there are a number of reasons. One, it is

expensive. No gal-nsay in that. Developing underground

gas storage, particularly in this part of the country,

is costly. It is technically challenging; althoughr w€

are confident in our ability to overcome all those

technical challeng:es. And, in fact, contrary to what

has been suggested, we have not encountered any

significant opposi-tion Lo the use of brine evaporation

ponds for the management of brine that woul-d be produced

in the development of these caverns. That is simply not

a correct characterization of the situation.

These things take a long time to develop, which

leads me to my final point.. Vlhat is required is

commitment. This project vril1 take Lwo to three years

from the time it receives ite permits to get the first

cavern in place and be able to inject the first

decatherm of natural gas.

V[e need contractual commitments from the market

in order to proceed. This is not a cost free exercise.

It is a risky exercise. In order for in infrastructure

improvement to be undertaken, the market has to commit.

And a6 is true for any long-term relationehip, really,

commitment is erit.ical. The customers need to exeeute

long-term agreements far services that the project woufd
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provide. They need to be confident t.hat t.hey won,t be

second guessing making the long-term commitment to gas

storage. They need to be confident, that they r^rill be

able to recover the costs that they incur in subscribing

to gas storage. All of those things are critically

important for the cusLomers.

So, to close, what needs to happen and permit

this projecL to happen? Alt stakeholders have to place

value on the insurance policy that market area storage

would provide. AIl need to recognize t,hat the free ride

that Arizona has enjoyed on the pipeline systems is

essent,ially over. It just should not be accept,abl-e to

go forward planninqi on continuingi to depend. entirely on

growing pipeline supplies g-iven the conseguence of

havi-ngi those supplies not be available. Market area

storage can hedge against that.

The LDCs and power qenerators need to be

encouraged to plan for the future. They need lo be t,old

that if they do so and they prudently commiL to capacity

in a market area storage project, they won't be second

guessed havinq made that commitment. They need to be

able to recover their costs.

Wit,h the conLractual commitrnent,s that we have

been discussing' with t,he Arizona Storag'e Coalition for
tnore than a year, in hand wit,h this Commission's support
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and with the conLinued cooperation of El Faso Natural

Gas, which has been very cooperative with this project

in the past, the Arizona Natural Gas Storage project can

resul-t and in about three years can provide the kind of

insurance that this state really requires for its gas

delivery infrastructure.

So we are prepared to go. We are well advanced

in the F'ERC permitting process. I,{ith the support of the

market, with the support of this Commission, we can move

that process even more quickly, and we would like Lo get

on wit.h it. Thank you.

CllMN. PIERCE: Thank you.

Okay. What we are going to do is we are going

to take a break in just, a minute. But I only have Dan

Pozefsky from RUCO from the public. Are there any

elected officials here we invited some that would

Iike to give public comment?

If not, Dan, if RUCO would like to, r^re would

l-ike you to be able to come up and make your public

comment, and any other members of the general public

that are here. And then we will take a break.

MR. POZEFSKY: Thank your Mr. Chairman. Daniel

Pozefsky by the way, good morning, Comrnissioners'

Mr. Chairman. Daniel Pozefsky on behalf of RUCO. f

have got some very short comments. I shouldn't hold you
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up too long on the break.

We have been afso informed from the various

folks who have been talking, some of them about what has

been goinq:, so we have been follorving it, too. And, of

course, we are very concerned, especially about the

ouLage. fn fact, we were really surprised at how

vulnerable ratepayers are under the circumsLances here,

which really amounted lo what f woufd say is a slight

change in climate, which if it was in another area that

was equipped for it, r\re wouldn''t even be havinq this

dis cussio n.

But it does raise the issue. And, you know, it

brings to mind thal certain things probabty should be

done, such as the things vre are talking and discussing.

And $re l-ook forward to that discussion.

I did r,,rant to say on something that a

comment. And f heard it alluded to in the El Paso

presentation. And that is that r^ie think at least, at

t,he very least, at this point that the Texas PUC should

put national gas plants on the critical infrastructure

Iist sor when there are rolling blackouts or there are

rolling brownouts, our utilities don't get power cuLs,

because when plants go down, it affects the interstate

supply of gas. So we think lhat that's something at the

very least that we shoufd be thinking about anyway.
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And that's all I have. Thank you.

CHMN. PIERCE: Thank you. And that's Dan

Pozefsky with the Residential Utility Consumer Office.

What we are going to do is we are going to take

a break and give the court reporter an opportunity for a

break. But at the same time, when we come back, because

there will be questions, and we can geL into some deeper

presentations, aJ-though I think people pretty much made

bhem, but what f would like you to do, if we couLd, is

make sure we have everybody who made presentations,

Iet's get cfose to a mike, use the tables that. are here,

because Commissioners are on the board with al-l kinds of

questions I am surer and we would like to do that as

ef f iciently as possible. Then we wil-l go to 1- 2:3 0. And

then, if t.here is more to gor we will take a lunch break

and we wil-l come back. Okay?

Al-l right. we will take a ten-minut.e break and

then you will be first up.

(A recess ensued f rom L 1:3 0 a. m. to l- 1":5 0 a. m.)

CHMN. FIERCE: Okay. We have three of us here.

Here is what f would l-ike to do, and if we could

hold it to this. Vile have an order on the board as far

as how everybody has weighed in. And what I woul-d like

to do, instead of havi-ng any of us go too long-, what I

would prefer is each of us as Commissioners maybe take

ARIZONA REPORTING SERVICE, INC

www. a z * r epo r ti n g.co rn

(602) 274-9944

Phoenix, AZ



t_

2

3

4

5

6

"l

I

9

10

11

T2

13

t4

L5

16

n
1B

19

20

2L

22

2s

24

4trZJ

G-00000c-11-0081- OPEN MEETTNG
Dominion Energy Utah
(Docket No. 18-057-03

DEU Exhibit 2.055
Page 56 of 144

five minutes, then pass it on t.o Lhe next one. Then I

will just come right back in that order, if that works

for everybody, until we are done. We will get to

everybody's questions but. f would like to give everybody

a chance to take a breather and ]et someone ask a

question. Will that work? All right.

Here is the order: Commissioner Newrnan,

Comrnissioner Stump, then ffi€r Commissioner Burns, and

Commissioner Kennedv. And thab's establiehed strictly

how fast they got their finger on lhe butLon. We will

start with

COM. STUMP: Like 'Jeopardy.

CHMN. PIERCE: f don't know if someone wants to

continue a presentation. That is not my agenda that

wdy, but T really felt like you abused my ten minules,

sorne did nob, and that you have said quite a bit. So

let's i- and I know we have, we have Commission Staff

here.

Thank your everyone, for being here.

So if there is a question for Staff or if $taff,

if they hear something and they need to make the record

cJ.ear for us, if you would please join in.

Commissioner Newman.

COM. NEWMAN: Thank you so rnuch, Mr. Chairman.

Good. afternoon good morning good afLernoon
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to everyone. I appreciate this briefing. Thank you.

Mr. Chairman, for scheduling this hearing.

The first thing the reason why f am going

first. is, of course, my name is Paul Newman. f am aka

Fast Draw Eddie Felson and a very good hustler pool

player. So I got my finger on the button.

The first thing f would like to say is that all

of these presenLations show that the energy system in

the United States is a system that relies on other

systems. And we are an inleqrated system. And it was a

unique, well, it \^ias a unique weather event. That many

plants going down in the midwest, the power conditions

in t.he midwest were something tirat f know that all the

regulators in the country are very concerned about.

I just came back from a meeting in Washington

where tl"ris r^ras a subject. Although $re didn't have

extensive conversations about, abouL whaL happened here,

there were extensive conversations, as you know, about

San Bruno and other issues. other safety issues on the

pipeline that sort of have a higher priority in terms of

true safety for lives in the country. But t.his is

cerlainly, because it is an incident thaL occurred on

our watch in Arizona.

And as some of you may l(no\^rf I represent

southern Arizona, or at least I am from sout.hern
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Arlzona. I represent the whole st.ate but I am the ene

Comrnissioner who lives 1n Tucson, was a former Cochise

County supervisor and lives in Bisbee and knows the

Sierra Vista area very well. So I am very I know a

1ot about the neigihhrorhoods where iL went down, tatked

to individuals that were affected. And it is a serious

thing.

The biggest complaint that I got was the Lurn on

period, as how longi it took to turn on. And the first

question I have, there seems to be a discrepancy. I

believe the representalive from Southwest Gas, I forq'et

who it was, could have been Mr. Clark, could have been

Mr. Moody, hut there aeems to be a dj-screpancy about

whether or not everythingr, all power was turned back on

between -- in two and a half days. I thougiht I heard a

statement that sald that il was two and a hal"f days.

I also have in hand a copy of an Arizona Daily

Star report. And, by the way, I was down in Tucson

during this perlod, so I experienced all these

condi-tiorrs. And I have not rny gas didn't go out

because I dontt li-ve in the Foothills. I l-ive in

cenLral Tucson. But there is a discrepancy between this

two and a half days and what I have seen some reports of

as longi as six, seven days before power was turned on.

Is that the truth, that it took slx or seven
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days? Which is the true stalement?

MR. CLARK: Okav. Mr. Chairman and Commissioner

Newman, my name aqain is Gary Clark. And let me try to

address that question.

When a natural gas outage occurs, three things

need to happen. Firstly, we have Lo go and visit every

home and literally turn the met.ers off so that there is

no opportunity for an unsafe condition to take plaee

wit.hin that home. Once all meters are off , then we must

go back and purge the distribution system and ensure

that we have l-00 percent natural" gas h'ack in that

distribution system. And then once that Purge is

complete, then we beqin our relights. That's where our

service people go to each home, knoek on the door and

restore service to our customers.

What we are seeingi, Commissioner/ is within that

Lwo and a half day window, both in Sierra Vista and

Tuc$on, that we had made our first att.empt Lo knock on

every door and restore service to customers. ft is our

policy that after that first attempt. we begin

immediately Lhereafter and make a second pass and knock

on every door that customers weren't. home Lhe first

Lime, and then we make a third pass. If a customer

hasn't been home for aLl three of those knocks on the

door, then we leave a door tag. We give a specific
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number for that customer to call and our call center is

then alerted when that call comes in t,hat they

immediately dispat,ch a technician because they recognize

that that customer is within the outage area. And that

t,echnician then is immediately dispatched to t,hat

customerrs home to restore service.

Specifically to answer your questlon, there

could have been customers who waited longer than the two

and a half days because they werenrt home and we had to

go through the first, second, lhird. And then they were

required to cal-l in. And it could have been we had

customers that were gone for t.he weekend perhaps on

vacation during this event and, when they got home, they

saw a door tag, they cal-led and service was restored.

But by and large two and a half days is when the

first time r^re knocked on every door took place.

COM. NEWMAN: Did you do a content analysis in

the Sierra Vista and Tucson areas as to or did you

have time or manpower to do a setrt of an analysis of how

long it took for you to get two-thirds of the houses up,

or do you have any graph or j-nformation regarding that,

or can you provide the Commission with that materia1 at

another time?

MR. CLARK: That will have to be, Commissioner

Newman, that will have to be provided at an additional,
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at an additional- time. I don't have that data right in

front of 1116r but we can get it, yes.

COM. NEV'IMAN: That wasn't one of my original

questions that I put to your but it just I want to, I

want to understand this discrepancy and to have a

content analysis of it is not that many folks. It

could be done, I know. So J am asking for that.

MR. CLARK: Okay.

COM. BURNS: On the second issue, with regard to

storage where is my storage gentlemen? Right

there there is a long history of debate about

storaqe. f haven't been here for all of it. f have

only been on the Commission for two years. But,

ironically, in one of my first meetings after I was

elected two years ago, I met with El Paso Gas officials.

Ialhere is the EI Paso fol-ks?

MR. CLEARY: Riqht here, Commissioner.

COM. NEViMAN: There you are. And I was tol-d

their lobbyist at the time was Mr. Ober from Policy

Development Group, eminent lobbyist, former chief of

staff of Senator DeConcini. And a gentleman who I dontt

see in the room today who was the western representative

for El Paso came to me and said after years of

exhaustive study El- Paso was actually looking at a

potential of puttinq storage in the same general area of
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the Picacho Basin. And f was rather surprised by this

visit. And it was one of my first, as I said, one of my

firet meetingis.

But it was categorically said to me by EI paso

what looked like the same general area of this picacho

Bas j-n it. is not really the P j-cacho Basin; it i s, Lhe

peak there happens to be Newrnan Peak, believe it or

noL right below Newrnan Peak, and not narned after fl€,

but I was told cateqorically that they spent, made good

efforts, spent I really don't know how much money but

when corporations tell me they made good efforts, I

imagine it is into the mill-ions of dollars, and they

said they couldn't figure out a way to geL gas storage

there because they were concerned about potential

pollution. if you will, of the groundwater in the basin.

Now, what does El Paso have to say to me about

that? Is there anyone here qualified to talk about

that?

CHMN. PIERCE: Speak into the mike, please.

MR. CLEARY: Sure. Mr. Chairman,

Commissioner

CI{MN. PIERCE: Just go ahead and slide it over.

It wiJ-I move,

MR. CLEARY: Let

Commissioner

me take a stab at

Newman, was not in

that.

that meetingTl
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at that time,' although, I was president of El Paso

Natural Gas and president of the We$tern Pipeline Group

at that time.

f don't recall it that way. I think what T

recall \^ras our conclusion, after spending, and the

number which I mentioned in my presentaLion, $40 million

for two storage fields and in doing some test welts in

the Picacho area, that we were concerned about the

ahility to injeet the sotution brine back into deep

water reservoirs due to the geology. And f think that

vras the tenor of the comment, that we couldn't figure

out a way to do a traditional storage field where you

Lake the solutj-on mining and inject it deep. That led

us to explore. And I believe NcS has this view that the

correct thing to do is to, when you remove the brine

water from the solution mining, to put it in evaporation

ponds. And so I think that's the way we saw it. And I

will let NGS comment as to whether they see it the same

way.

CHMN. PIERCE: Okay. And after we do bhat we

are going, if you don't mind, Commissione,r Newman, we

will jump to Commj-ssioner Stump.

COM. NEWMAN: Gary, just one more question, not

on this issue. I just want to make

CHMN. PIERCE: No, we are going to come back.
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wanted to keep itBut we are a]-most ten minutes and I

five.

COM. NEWMAN: It is hard for me. There are a

Lot of questions.

MR. PASTOR: I just wanted to confj-rru that was

the finding of ANGSi detailed invest.igation of the

subsurface, that there is not a suitable brine injection

zane for underground disposaJ..

COM. NEWMAN: Okay.

MR. BOWE: I might add that althoughr ds

Mr. Cleary mentioned, the tradit ional approach t.o

developing salt cavern st.orag-e is to dispose of produced

brine through deep injecLion, that is not the only way.

Tt is done, it has been done by use of surface

evaporat,ion ponds both in this country and in Europe

s u c ce ssfu I1y.

I expect that t,his month FERC will certificate

another saJ.t cavern gas storage project to be developed

in Utah calJ,ed the Maginum Gas Storage project. It

relies upon surface evaporat,ion ponds.

While in the best, of all worJ-ds you would

dispose of your brine underground, the use of surface

evaporalion ponds for a variety of different purposes is

wej.L understood. There are a lot of them around Arizona

and elsewhere in the wesL.
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COM. NEWMAN: Okay. I guess, Mr. Chairman, you

would like to move on now?

CHMN. PIERCE: Yeah. Then we will cone back.

Commissioner Stump.

COM. STUMP: Thanks, Mr. Chairman.

I have argued for years that we need natural gas

storage in Arizona. And perhaps j-n the face of crisis,

t,he opportunity arises to move forward in this regard.

And for the sake of the public that may not be

aware of the history of this, what has oceurred so far,

could someone please outline for me the hist,ory of

attempts to establish storage, what have been the

obstacles, why has this not oceurred, and, secondly,

what we as Commissioners can do, as you see it, Lo help

make tlris happen.

MR. MOODY: I can certainly give you the utility

point of view of that. Of course, the first and most

important thirrg that occurred was this Commission

established our opportunity with the preapproval or the

infrastructure poliey statement that we bel-ieve serves

any kind of infrastructure policy. And al-l of our

developers of potential projects are very well aware

that we can put a project Logetlrer and brlng it to the

Commission.

So in our history we have looked at lndividually
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as cuslomers. And I am qoing to be loosely speaking for

my fellow utilities. We don't know everything each

other does, but, honestly, serving the customers of

Arizona, v/e work fairly closely together. And a project

this biS is going to take all us for to play in order to

pay to it.

We went through Et Paso had Lwo or three

separate offerings. The various storage providers'

representatives j-n this rooms, some who have spoken,

some who have not, made presentation. We looked at- LNG.

We looked at aboveqround compressed sloraqe, kind of

everything that was avail-able ouL there. And naLurally,

when there is no reliability is,sue, cost is a problem.

And what we tried to do was, A/ you want to pick a

storage project tirat you believe can be completed as

sLated, and, Br is a good ecenomic deal for your

customers. And tlrat would lead us to come to the

Commission with preapproval. So we hrelieve that on the

Commission's side as cohorts in this that we already

have that structure in place in order to present a

reasonable project.

The Arizona Storage Coalition works diligently,

thatrs all utilities in the state, works diligently with

each project within the confines of we can't do prices

and we canft do volumes because we have got naLional law
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against us on that one but we can certalnly talk about

the projects arrd understand them as a g"roup so that it

is simple to make aure that we get somethj-ng r/'re really

1i ke.

And then, final1y, the developers, I believe

nowr a lot of this data is anecdotal so you don't want

to take any of it to the bank, but everybody who is in

the State of Arieona recalls what happened when Copper

Eagle first came up. We were actually hearing that a

temperature irrversion would asphyxiate us all. I mean

that's how far out of control j-t got.

So there is a large constituency outsj-de of

this, am I going to be able to see the salt, is salt

poisorrous, is it making"my groundwater bad. And that's

the things that people who produce permits and do

political lobbying have been attending to.

I have been on this job, this particular job,

now for seven years. And we have been talking about

storage for six years of it. So it is a difficult nut

to crack, and everyone you have heard from in this room

you have spoken to in both of those arertas.

Is that adequate?

COM. STUMP: Yes. I appreciate that. And it

sounds as though the takeaway from today, too,

Mr. Chairman, Mr. Moody, is that orre does see a greater
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alignment of stakeholders and potential markets based on

the event that occurred earlier this -- in February.

MR. MOODY: AbsoIuteIy.

COM. STU[4P: And last question for now,

Mr. Chairman, with your indulg-ence: How key was

Washing:ton Ranch in averting even a worse disaster? I

know it stayed on maximum withdrawal mode Lo offset loss

of customer supplies. But could you outline briefly the

role that Washington Ranch made in averting an outcome

that could have been worse?

MR. MOODY: Chairman, Commissioner Stump, may I

send that question to the El Paso folks?

COM. STUMP: Yes, of cour$e, of course.

MR, CLEARY: Mr. Chairman, Commissioner SLump, I

t.hink it is a matter of degree. The short.fall we faced

on FeLrruary 2nd and 3rd was about 600,000 and change of

decatherms. When I talked about our line pack being

depleted, it rea1ly took over a two-day period ?00,000

decaLherms of line pack diminution, that is withoul:

being restored, to provide to hit low pressures/ which

of course created problems on the Southwest Gas system.

During' that period, we had 250 a day coming in from

V{ashington Ranch.

$o I think the short math is that had Washington

Ranch not been operating at that level, you r+ould have
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seen probably a day quicker or maybe a day and a half

quicker. And they would have been more severe. You

know, we could model it if you are rea11y interested in

it but thatrs my quick accountj-ng'look at the answer.

COM. STUMP: Mr. Chairman, Mr. Cleary, had there

been natural gas storage in Arj-zona at the t,ime I

recall you were one of the speakers -- it wa$ uncl-ear as

to how that might have mitigated in t,he specific

circumstance.

MR. CLEARY: I think

CitMN. PIERCE: I would keep going in order.

MR. CI'EARY: the exact impact of storage

perhaps is not -- we havenrt done the modeling. But,

ag'ain, to look at the rough numbers, t,he storage

projects that I had on my chart in the market area were

between 400,000 and 900,000 and change of

deliverabifity.

Again, think about the problem was, on our

system, was the line pack being' pulled down by about

360,000 a day. So taking the Arizona cas Storage

projectr oF at 400 million, I think that would have

shored up significantly. ft woul-d have put us in a line

pack neutral mode and, in my view, on a broad look,

probably would have averted i:he problems. V0e woul-d have

to model it to give you a precise answer, but if you say
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the premise is ins and ouLs have to equal on the

pipeline, Lhat would have gotten us there.

COM. STUMP: Okay. Appreciate it,.

CHMN. PIERCE: Thank you.

And I am I want to talk ahout some of the

Ietters I have gotten from our constituents, your

cusLomers. There is a l-ot, of frusLration amongst t,hose

who and there is frust,ration arnongst those who would

blame it on Commission rul-es corrcerning green energy/

that we are not doing other stuff in energy efficieney

requiring t.hat, you use legs natural- gas. So al-l- of t.he

inberpretation and the understandings of these policies

are in guestion. And I read things and I think, gosh, I

need, f need to respond to a loL of t.hese e-rnails and

IetLers. But t.here is $o rnuch Lo explain on how we

work.

And so I have sympat.hy for what you have been

trying to go through, because I realize that the publ-ic

just want$ service, uninterrupted service. That,s what'

they wanL. And some of them, well, they wanL damages,

you know, and but here is why. llere is a statement:

It would seem that the ACC shoul-d reguire at a

minimum that. each utility have a wel-I t.hought*out

customer notification system in place in advance t,hat

would include media and all appropriate public safety

ARTZONA REFORTING SERVICE, ]NC.

www.az-reporLing.com
(602) 27 4-9944

Phoenix, AZ



1

2

J

4

5

6

"1

B

I
10

11

1"2

13

L4

t-5

16

1"'t

1B

19

20

2L

22

23

24

25

c-00000c-11-*0081- OPEN MEETTNG
Dominion Energy Utah
(Docket No. 18-057-03

DEU Exhibit 2.051
Page 71 of 144

and other relevant entities in the event of service

disruption of any size.

I am wondering if we couldnrt put in place a way

to, and this is for Southwest Gas, just dsr and I have

used this example before, just as when there is maybe a

four-alarm fire and every neighboring fire departmenL

comes, it is all hands on deck, couldn't. there be an

agreernent between $outhwest Gas, UNS Gas, and other gas

providers that have personnel that, in an event like

t,his where we are going to have several days of people

without natural gas, is there a way to speed that

process Dp, and when we take to put all those as'$ets

tog,ether from all parts of the region that we can get

them to and get them together, and then, knowing what

the assets are, using all the technology that f have

heard that you want to put in place so the people will

know, you know. when am f going to get turned back on?

The primary question, they want to know when am I going

t,o get turned back on.

And the second one is is the company doing

everything in their power. Now, the company feels l-ike

t-hey did everything in their pou/er, But f think in the

future, if there is an incident like Lhis, we ought to

have some system in place to borrow assets, people, .to

get this job done.
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Is that sonethinq' that is feasible?

MR, CLARI(: Well, Chairman Pierce, Southwest Gas

echoes your concern of keeping gas flowing into the

meters. tile want, above all eIse, Lo $ee those rneLers

continue to spin all winter long. And so when we have

an ouLage occur/ it is of greatest and utmost coneern

for us as a company.

We talked a Iittle bit about some of the

technoloqry that we are looking into to notify our

customers. May I regress just for very briefly and talk

about an incident that occurred in Phoenix just a year

ago in which there was not a totally similar situation,

but there was an outag:e where customers' regulator$ had

to be replaced and therefore they were taken out of

service and then service restored.

As short ago as a .yearf the social media did not

play the type of role that we found in this particular
j-ncident. This caught o6, I guess to be honest, by

surprise. And we are looking into every aspect we can

of our communieations to customers to ensure that we can

answer that all important question, when will we be

knocking on your door to resLore your service.

fn this outag-e, we did somet,hing- that we haven,t

in the past done. And that is typically in an outage in

the past, we would turn every meter off. Then we would
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purge the entire sysLem. And then we would begin the

relight process- And in so doingi, we could predict a

litt,Le closer than in this particular case.

What v.?e did here in an expediency of time was to

have meters turned off in one area, the purging process

begin as we $/ere stitl Lurning off meters in another

area. And then relights beqian in that first area while

we were purging in a third, or the second and t-urning

off meters in the third. We thought this was more

efficient. And indeed it got meters back oil, in our

opinion, guicker than if we would have qone to the old

method.

We had over L00 people from our company in the

other states and in central Arizona join our work force

to handle this ouLage. We felt. that that was an

efficient number of trained personnel to handle the

situation that we encounLered efficiently and

effectively- However, we do have agreemenLs in place

wit-h sisLer utilities that we can caIl upon to assj-st us

as a muLual aid situation when t.his situation occurs.

Let us take a good, hard look aL that and look

aL what we did in house with our ohtn personnel, how we

could have perhaps broug"ht. in other people, if that

would have been more efficient for us. We feel we were'

we exceeded our expectations in getting our cusLomers
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back on in this situation. So we will take a good, hard

look at that, Mr. Chairrnan, and see what is that fine

line baLance that we need between safety, effj-ciency and

restoring' that service to our customers.

CHMN. PIERCE: Thank you.

Commissioner Burns.

COM. BURNS: Thank you, Mr. Chairman. I guess

three main point,s.

The first is that I know we don't have the

people who are affected. The customers are not here

t.oday. It was a long drive. They wonrt be able to

come. I don't know if there will be a future hearing of

this kind or not.

But just for the other Commissioners, f would

sure like to work with you and see if r,'le could find some

way of funding some sorL of interactive sysLem where

they could have gone at least to a place j-n Sierra Vista

and Tucson and we couLd be actually talking to them and

hearing from them and would tike to work with you on

perhaps on doing something like that. And if they were

here, you know, then we would actually be hearing frcm

the people who experienced it.

And when I heard that, I called a couple people

I knew i-n the Sierra Vista area because I wanted to know

what they were experiencing. And when I listened, I
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donrt remember if it was Mr. Clark or Mr. Moody said,

you know, you already have got an unhappy customer

because they don't have their service that they want

that was Mr. Moody that said that well, thatrs true.

However, I really got the sel1se from a lot of them that

they just wanted to know more, they wanted more

information. A lot of them who were you know, they

ar€ reasonable people. They understand things happen.

But they said, you know, I am without. power, f have got

Southwest Gas, they aren't telling me anything, they are

not telling me anythinq, I cantt get any information.

And, you knor'rr, then one of them sent me an

e-mail from $upervisor CaIl, Pat Call. He was very

helpful in Sierra Vista. And he was somehow trying to

get information at Ieast sent out to all the e-mails he

had. end f noticed in particular he was telling them

about the PURPA act and saying this is good, that means

our elderly and hospitals will be taken care of more

quickly.

But, in fact, we do know, as I have talked to

yotr, and you said it really didn't work that well

because your system needs to be updated, there utel:e

elderty people that you don't have on your list as being

elderly so they werenrt there. And there just were a

number of e*mails and calls from people that show it
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simply didn't work like it hras supposed to.

I know we have tal-ked about it and you sald you

want to update it. And I understand there are some

difficulties in doing that. But I would like to know

how you would go about updating your list and t,hen

utilizing that list.

MR. CLARK: Okay. Thank yoDr lt4r. Chairman and

Commissioner Burns. We have learned a lot about the

PURPA process as T^ie have gone through this outage. May

f let you know what takes place currently as far as

PURPA customers.

When a customer signs up for gervice at

Southwest Gas, either that primary applicant or a

co-applicant, we ask them for their birth date. Thatrs

a voluntarily asked question. If they provide us that

birth date, then it is entered into the system. The

system then queries both of the primary applicant and

the co*applicant on a monthly basis. And' if either one

of those reach the age of 62, which is the elderly

classification for the FURFA act, then it is coded

automatically in our systern as a PURPA customer.

One of the things that we ran into in the outagie

is nany customers of record had elderly parents living

with them. For example, they arenrt the customer of

record in our billinq system and they we have no way
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of tracking and

home.

knowing t.hat. t.hat. situation was in the

When a customer calls in Lo request service, our

cusLomer reps are trained to ask is there any elderly,

handicapped, disabled individual in your home; if sor we

have an applicat.ion thaL we will forward to you thaL you

can filt ouL and reLurn which will then properly code

this information into our sysLem.

We recoqnize t.hat there are other things that

can be done. We had ever 61000 customers in this outagie

area identified as PURPA custorners. And we gave them

priority in restoring their service and qetting their

qas on as quickly as possihrle.

COM. BURNS: I appreciate t.hat.. And I

understand there are hurdles even in getting a list. If

someane were to ask, my power company were to ask me rny

og€, r wouLd probably say r don't need to fitl thab in.

But if Lhe people know t.he reason you are asking, you

know, it is, again, it is just about comrnunication, t"his

is because, in an oubage, we want to be able to take

care of you, then it. rnakes sense and then they might

provide t.he inf ormaLion.

But there were other things going ofl, too. You

know, when you read t,he e-mails, space heaters sold ouL

very quickly. There were contacLs wit.h SSVEC, t.heir
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electric provider, to make sure were they goir-rg to be

abJ-e to obviously there was going bo be a bigger draw

on electricity. And t,hey felt comfortable there. But

all those t,hings going on there teach us aIl about the

things that need to be Eddressed, just like space

heaters being sold out.

I just wanted to jump and ask oh, one other

question before I move to that one. I probably am out

of my five minutes. One of bhe t,hings I heard, the

e-mail was that Soulhwest Gas employees should have been

working around the clock, not just daylight hours. Can

you respond to that?

MR. CLARK: Yes. Mr. Chairman and Cornmissioner

Burns, we have found historically that we work as many

hours as our customers are comfortable for us to knock

on their door. In the field historically we work from

? : 0 0 a. m. to L 1:0 0 p. m. at nig'ht. We have f ound t,hat

af ter 1l-: 0 0 that cust,omers are leery af hearing that

knock on their door and responding.

So in order to facilitate that plus give oux

people a little bit of rest, we would work from 7:0 0

a.m. to 1"l":00 p.m. at night and we continued that

process clear through the weekend. Our caIl center was

opened extended hours on Friday. We had a minor glitch

with our e-mail system and we kept our call center folks
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in the office answering: the phones until, again, l-1:00

p. m. when those cal.ls diminished and we f elt we couLd

allow them to qo home.

Working around the clock is certainly something

t.hat can be pursued. But we have found, frorn our

perspective, that when you knock on somebody's door

after 11:00 p.m., they just are unwilling to respond.

And then our efficiency drops off dramatically aft.er

that time period.

COM. BURNS: T think my time is up.

CHMN. PTERCE: Thank you.

Commissioner Kennedy.

COM. KENNEDY: Tharrk VOU, Mr. Cirairman.

First let me say I think I have learned more

about line packs and decatherms, moxe than f wanted to.

And let. me thank a1l the stakeholders and aII parties

for comLng today, and especially El Paso Natural Gas and

their response to my letter. I thought. it was very

informative. Tt was well -- it was thorough. So I

believe my questions were answered.

When outages like this occur, l:uman health and

safety is reaIIy put at risk and significant financial

losses to businesses. And I am concerned about that.

While emotions run high, jumping to conclusions

before the facts are known is not, was not helpful. I
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bel-ieve being here today we are gatheringr bhe facts. We

canrt solve the problem untii" we identify the problem.

I am concerned that someone in Texas ordered a rolJ-ing
power outage that affected Arizona, I am deeply

concerned ahout that. Without communicating that power

outage to all- affected stakeholders, Arizona truly

suffered.

I donrt want the past to occur in the future.

What we do here in Arizona might be able to assist other

providers around the United States so they donrt faLl

into the same shoes as we did here today.

Again, I don't have any questions. But I just

really thank you, Mr. Chairman. f think Commissioner

Burn$ kind of hit it on the head. We are here today

sitting in Phoenix hearing from everyone today, but

those affected by this outage are in soutirern Arizona.

And rnost of them are working'people who couldn't travel

here today. And I am hoping that you alrd rnaybe Staff

can put together some time, I think we owe it to tl're

people in southern Arizona, to go down and hear them

out.

CllMN. PTERCE: Okay. Thank you.

And we are g<ling to come back in the same order

after lunch. But let me just say we have a rate ca$e

bhat. Southwest Gas l:as filed. And I think in the corning
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weeks we can actua1ly, i. conjunction with that, where

we would normally go out and take public comment on

Lhat, we can ac1:uallyr so to speak, kill two birds with

one stone and be able to go out and take public comment

on any issue the public wants to tal-k about. And l

suspect Tucson, Sierra Vista and Green Valley, different

areas that maybe get irnpacted by the comPany, as well as

other areas of Arizona, especially if there is going to

be discussion down the road and they see it. from thls,

that there is discussion about storag€ and to get pubJ-ic

input about those types of things.

But I thought for us, and, you know, frankly

those meetingsr wo need to have, with the exception of

perhaps Green Valley, but even in that area it is

handiest for the public for us to do evening meetings.

That j-s not handy for a lot of the folks that are here

or Staff or others, that l^re would need this type of

meeting from Commissioners. And I think this meeting

will give the public a l-ot more informatJ-on, detailed

information that is finally facts, not rumors and other

things that they are hearing, but facts so they can

digest those and come to those public meetings,

eertainl-y l-et us know how that j-mpacted thern but, at the

same time, let them be able to be part of what they

think the what in their mind solutions wouJ-d be, Loor
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and what they want to see the companies, the various

companies do in the future.

We are going to break for just a minute.

COM. KENNEDY: If you don't mind, Mr. Chairman,

could I go over?

CHMN. PIIRCE: Yes, sure. I'm sorry.

COM. KENNEDY: Thatrs okay.

I just want to say I don't think there is any

secret here that I am a huge supporter of natural gas

storage. We have been talking about it, I think now,

for three, four years. But I think it would increase

the reliability of supply to Arizona 'naturaJ- gas

customers. And I think Mr. Crockett took the words

right out of my mouth: If not today/ then when. And I

think Commission $taff and stakehol-ders have been

talking about iL since, f believe, 2003. It is time we

do something about it.

CHMN. PIERCE: Something to chew about it at

I unch.

Commissioner Newman, we need to wrap up here.

COM. NEWMAN: Yes. To the point that

Commissioner Burns and Comrnissioner Kennedy made, and I

was going to make on my next point if I had another

minute to do it, it is now I will make it a majority

of tne Commission right now. I am truly asking the

ARTZONA REPORTTNG SERVICE/ rNC.
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Commissioner, al"l the Commj-ssioners and the Chairman lo

schedule meetings in Sierra, Cochise Count,y and Pima

County. I think we need to hear from Lhe customers. We

have letters; that's not enough. I thlnk that the

executives need to meet wlth the customers.

I mentioned it to some of lhe Southwest Gas

employees that I rras going to make this reque$L. And iL

will give us something to think about over lunch. But

as I know that folks would tike to talk to us about

thls, there is also that issue of compensation hanging

ouL. I know there is force majeure clauses in El Paso

plpeline contracts., But I lhink they al-so want t,hat

question answered. And they would like us to look them

in the ey€, and executives, look them in the eye on lhat

questio n.

So with that, I make it officlal. I ask for

hearing.s down in Cochise County, either in Buena Vista

High School in Sierra Vista or Cochise CounLy Board of

Supervisors, which has a bigger room than this. And I

am sure the Pima County board wilt help us find a

suitable place to have a meeting j-n Pirna County.

And thank you so much for your time.

CHMN. PIERCE: Sure. And we have had meetings

in lhose areas that will house a lot of people. And I

know in Tucson we wouLd want to do it up in the
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northwest, not at our Commission room. I dontt think

that room will be big enough ei-ther. So we will do that

where we can accommodate the public and do it in an

hour at an hour that is convenient for the public.

So that will be our plan. And we willr we will schedule

that.

And that, that w j-ll be like your t raditional

town hall typ* of rneeting is how we will handle it.. It

real1y will be the public speakingr us listening, maybe

asking some questions. The information that the company

would provide should already, in rny view, be printed,

published so that the public has a chance to read that

and have it avail-abte at the meeting so that they have

that, because, otherwise, we just go back, we start

repeatj-ng things that, if they had it in their hand,

t,hey frankly, if f arn speaking and if there is

sornething I eould have read and known so I coul-d have

honed in ny question, a.$ a member of the puhlic, I would

want Lo be able to hone in my comments and questions to

the things that are still unknown to me.

So we will be back at, l-et's be back at 12;35 --
o.r l-:3 5. Yeah, you got three rninutes. 1- :3 5 .

(A recess ensued f rom L2:32 p. m. to 1- :3 9 p .rn . )

CHMN. PIERCE: Okay. We are back in order. We

have got a guorum.
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order of speaking is we

Commissioner Neurman. He

are going

is not in

go back

room

to

the

Commissioner

COM. STUMP:

CHMN. PIERCE:

on the clock for five,

COM. STUMP:

C}IMN. PTERCE:

Congress does it.

COM. STUMP:

f mean oh, f meant

around

yet.

Sturnp, do you have anyt,hing?

Sure.

Okay. Let you begin, and you are

approximalely.

Well, I will- not

r just wanted to let you know how

Wow. Thank Vour Senator. Anyway,

but she is notSenator Kennedy,

here.

rt was mentioned there could be integration r^rith

the e.l-ectric sector and that may have been a f actor.

And I wouLd be curious to know what sort of integration,

as you see it, miqht need to occur since T have heard

repeatedly that has been an issue.

I guess, Mr. Clark, f would throw that out to

you, or Mr. Moody

MR. CLARK: Mr. Moody.

COM. SIUMP: -- or rnost anyone.

MR. MOODY: He is going to defer to ff€, which

might not be a good rnove.

Communication, f think Commissioner Kennedy put
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it best, El Paso made a good presentation on this,

Transwestern will say iL, as the electric and power

industries get more inteqrated, especially here in the

west where a lot of our generation is natural gas fired,

the traditional rrone doesn't worry about the othert'is
going by the wayside. And there is a national movement

through AGA, NAESB to change those rules, look at the

sched.uling ru1es. That's one thinq-, scheduling'gas.

And the second and bigger role is for everybody

to understand how integrated these systems are. This

really does demonstrate that, a power plant in Texas

might matter in Arizona or California. California had

curtailments during this, too. $o it is a biS thing.

And we always fj-nd out about it when it breaks.

f don't feel qualified to sit here and tetl you

how to make our way through that except i:o say there is

an industry effort with the constituent trade

associations as well as being members of the NAESB crew.

We have representation there and we do our best to

proscribe what we think is a g'ood idea. But there are a

Iot of biq heads thinking about this now.

And f also defer to El Paso because they have a

different role in this,

COM. STUMP: Sure.

MR. MOODYT And it g'ets back into the power in
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STUMP: Thanks.

you interested in addressing that,

Mr. C-leary?

MR. CIEARY: Yes, Commissioner.

COM. STUMP: Thanks.

MR. CLEARY: I think one item we would like to

pursue is making sure that essential gas faciLities'

whether it is pipeline compressor stations or processing

plants are oilr to the extent we canr the critical

infrastructure list that the el-ectric utilities or the

system operators have. And I don't think that, in fact

I know, that is not the case today. But we are going t<:

expJ.ore that and see if that can be done.

COM. STUMP: Great. Thanks.

CI{MN. PIERCE: We will- bounce back to

Commissioner Newman.

COM. NEWMAN: Thank Vou, Mr. Chairman.

One issue I would like to raise that I would

like to get everyoners take on this, is compensation for

potential damaqes. Just, I want to hear what al-l the

parties have to say about it.
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There is going to be a rate case coming up on

Soulhwest Gas. This might be included in that

discussion. But for purposes of today I just wanted to

hear the parties' initial, initiaL positions on some of

the consumer requests that we have had for compensation,

missed days of work, things like that. I know it migirt

add up to a lot of money, but I want to initially hear

from the folks.

I have no predispositlon on this. T am sitting

as a _iudge when I ask this question. lf,ho wants to

MR. BROWN: Chairman Pierce, Commissj-oner

Newman, ,.Tustin Brown on behalf of Southwest Gas. I will

address it for Southwest Gas, your question.

What the company has kreen doing as we receive

claims, we have hreen reviewing those claims from

consJ-stency with our tariff as weLl as the Commission

regulations, you know, given the weather event and the

force majeure associated with that. As we review those

cJ.aims,, 1f they are weather event force majeure reIated.,

we would not be paying those claims. If there are

incidents where, as we review these, where we l:elieve

maybe it is somethj-ng that Southwest 9"u did outsj-de of

that weather reLated'event, the company would then, you

know, review that in terms of whether compensation would

be justified or not.
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COM. NEWMAN: And for purposes of the record, we

are making a record now, woul-d you not everyone on

the Commission is an attorney; I am t.he only one. What

does force maj eure mean?

MR. BROWN: WeIl, a force majeure a lot of times

is defined by contract, So, you lcnow, as it appears in

the regulations and, you Jcnow, it shows the example of

force majeure, it is essentially when events occur

simllar to this weather rel-ated event that's outside the

control of the parties r^rill trigger a force majeure to

allow the parti"es to be excused from their obligations

to perform.

COM. NEWMAN: It, not to talce God's name in

wain, but, as a ,fewish person, but I also heard it

colloqulaJ-ly called act of God.

MR. BROWN: It is commonly referred to that,

absolutel y.

COM. NEWMAN: O1cay. $o how many follcs are you

j-n contact with approximately in the service area that

have such claims? And if you donlt have that number, f

understand. That might be something that the Commission

wanLs, I want. That is something that the Commissi.on,

this Commi,ssioner would lilce to see.

MR. BROWN: Sure. The claims, the Last check

t.hat It the update that f have received earlier in the
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week was I think we had received around low 40s. 44 is

a number that f remember 1n terms of claims t,hat we have

been submitted. Obviously they come in from different
gources. So as those are gathered and collected, you

kr:ow, there may be some that t,he eompany has received,

they just' hadn't made it to the person t,hat is keepinqi

track of those claims. But according to that person, I

think we were at 44.

COM. NEWMAN: And of thaL number, just

approxj-mately how many are busine$ses versug residences?

MR. BROWN: I don't have a tally in terms of,

you know/ residential- custorners versug commercial class

cugLomers.

COM. NEWMAN: For example, down in the Sierra

Vista area I am almost sure there were some businesses

that were affected. P izza folks and people who rnight

just write this off as a bad busj-ness expenser they

could technically do that, I think, if you are a

commercial- entity. But do you have any idea about the

magnitude of that,?

MR. BROWN: I reaIly donrt. f don't have any

insight into those circumstances.

COM. NEWMAN: Okay. And I think in the Tucson

service area there are probably businesses as well along:

Skyline and those areas that rnight have been affected.
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I am not sure. I am not sure of the extent of the

boundaries in the Foothills where the outage 6qsrrrred.

And I understand, by the way, that il could have

been a lot worse. It could have been L50,000 folks in

the Hougi'rton line area. But that, that would be of

that's a concern to me. And regardless of acL of God

conditions, that is someLhing that we are here to sort

of moderate and mediate, if you woul-d.

MR. BR0WN: Sure.

COM. NEWMAN: So the position today is, if it. is

included under act of God or force majeure, you l-iave a

legal. posilion that you wouldn't pay for it. However.

you might make further, you might make compensation in

the future, and complete my sentence, if what.

MR. BROWN: We11, a$ I indicated, as we are

reviewing, we didn't want to cast a broad net and just

say no. ThaLrs why, as we receive them, we review them.

As you correctly stated, if it fal1s under that weather

related force majeure event, you know, the company does

not plan to pay Lhose claims. However, if as we review

them, t.he facts and circumstances associated with that

particular customer, w€ learn something that w€,

SouLhwest Gas, did that would have contribuLed or

caused. you know, certain damages, we are going to look

at those, because we want to make that situation righb.
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COM. NEWMAN: Okav. Thank you.

And opening it up to anyone, f am requesting a

response from El Faso.

MR. CLEARYI .Sure. Commissioner, I think we are

sympathetic to the impacts upon Arizona residential

customers of this cold weather event. But from our

perspective, compensation is not our responsibility

under the facts aB we know them.

And particularly critical to this analysis is

this was not a pipeline outage. This event wa,s a

failure of gas supply coming into the pipeline. Indeed

r^re delivered throughout February l"st, 2nd, 3rd and 4th

every single decatherm that our customers delivered into

our system. Vile delivered it to them. Vile delivered on

February 2nd and 3rd I7 to 20 more than they put in,

utilizing our st<:rage, which was running flawlessly, and

our line pack. And f think we bave done what we were

obligated to do.

COM. NEVIMAN: Are there anV, this is for El

Paso, are there any FERC implications of this in terms

of decisions? I mean the 50 power points going down in

Texas is more than just a blip. That is a huge loss of

power for a verv important section of the country that

affected ours. f accept the analysis of what and my

responses I have gotten from both companies. But is
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there any FERC jurisdic li ion over this?

MR. CLEARY: Commissioner, I understand that

l-here is a FERC investigation that is going on looking

into what happened in Texas and the interrelationship

between power losses and impaclb.s on other activities in

the gas sector. And that's ongoing.

CHMN. PIERCE: Okay.

COM. NEV{MAN: And is l-here, is it I just

is there any I was asked by a lelevision reporter

after, afler this morning's meetings, you know, whether

or not the Commission feeIs, and I am only one member of

the Commission, feels Lhall there should be any fines

associated with bhis. And I said, you know, tt is too

early to say. And I know about the force majeure, and

so we will look at that very closely with our legal

Staff and pipeline Staff.

But is tirere a chance jihat FERC would go on

would they l-eave iL to Lhe states to deal with that or

would they sort of, could they pinpoint some if l-hey

did pinpoint a problem closing so many of Lhe sLations.

is there a possibility of deferral back to lL.he staLes

given whatever it is thal they will come up with in bhe

final report for a poLential of fines?

I real-ize from a shareholder standpoint you

don'L want fines and you are holding fast Lo your force
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majeure defense. But just given your experience and

your wealth of educatj-on, is there?

MR. CLEARY: f giuess I arn noL sure what the FERC

or NERC/ the electricit,y reliability council, nay do 1n

this instance. And I wouldn't want to guess.

CHMN. PfERCE: Okay. Commissioner SLump, we

started with you, and so we are going t.o go to ne for a

few questions.

To those who, and this is f guess to all

parLies, do you h'elieve that a summer incident, where

there would be an j-nt,erruption of natural gas with t,he

heat, we have in Arizona, do you think a summer incident,

would be a greater impact to human heal-th than a wint€r

incident? If we lose natural gas powered peaking plant,s

in the heat, of the summer, would that be a bigger, do

you helieve that would be a more detrirnental thing to

human heal-th in Arizona, to Arizonans?

MR. MOODY: I think a general_ answer I would

make is it is never good to have a customer out, We are

all shooting for reliability" And if it is, you know,

as Phoenix can be in August f am tryj-nq to imagins

being out of my air conditioning -- it, strj-kee me that

t,he biS difference is that the service re*establishment

requirement is totally different.

Electric doesnrt have to visit your home. So
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speaking, speaking way out of my pay grade here, when

your tights blink ouL and they come back on, t.he voodoo

of electricity gets my power back and I donrt have to

deal with anybody from the company. A gas company, we

have a different burden.

CH[{N. PIERCE: I think there would b'e a much

more, there would be an emergency plan that was

different than with natural gas most certainly. But I

think it would be a problem, if any of us can imagine,

because it would invariably those things happen when

it. is extremely hot, it seems l-ike.
' And f lisLen to this, but, and I want to tal-k to

just the storage fo1ks, because I had the discussion

earlier. It was said lhat everyone believes it would

have been, if we had storage, it would have been

limited. But in this situatiotr, I think we know there

is enough storage, there is enoug'h capacity if we build

it to, I think, more than compensate for what occurred

in this incident, and probably for one that is twice as

long arr ineidenl or moref with the proper amount of

storage. And what is being proposed down in EIoy right

nowr I believe, coul-d have handled this much more. Arrd

I wanl you to comment on that.

MR. BOWE: Fr:r Arizona Natural- Ga$, Chairman, we

would agree that. had lhe Eloy facility been fully
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operational with the capability we have designed into

the facility, we could have provided an awful lot of

preclous support in the heart of the market. Whether it

would have eliminated atl potential problems I am not

qualifled to say. I speak out of turn all t,he time,

but I am not a hydraulic, pipeline hydraulic engineer,

but it would have provided a substantial quantity of

gasr well in excess of the shortfall that Mr. Cleary

mentioned he experienced on the basically input side of

his system rlght here j-n the market area.

Effectively you would have been able to nake up

for the shortfall. And the facillLy would have been

able to carry on in that fashion, assuming that it was

built to its design capacity and was essentially fult at

the time, for several days. So you could have had a

half a bll-lion cubic feet a day of gas being introduced

into the market for several days to make up for

shortfalls in the availability of gas coming lnto the EI

Paso and Transwestern systems.

I guess perhaps El Paso had a little bit more

trouble in Permian than Transwestern did. But ln both

cases there was less gas coming In than was loeing pu1led

out, Thatrs what markeL area storage aIlows you to

compensate for. So had we been here, I think we would

have had a different outcome.
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CHMN. PIERCE: Well, and I think it woufd have

been a dramatic difference. And I think it. would have

beyond and I Lhink natural gas storage will take us

well beyond. And we can expand natural gas storage in

that area, ean we not, to how much more than the initial

phase that you are talking about?

MR. BOWE: It is a matter of money, of course.

But fortunately for gas storage, the economics become

more faworable. As you increase the amount of capacity,

the cost of providing the service drops. The upfront

costs are for the pipeline infrastructure, for the

l"eaching of the facilities, that sort of thing. And

what is

CHMN. PIERCE: The economy of scale.

MR. BOWE: That's right.

MR. PASTOR: And there is also the fact that

once you have that infrastructure for evaporation ponds,

they are set for a certain desj-gn life, an eight.-year

leaching period followed by a ten-year evaporation

period. You can continue to build subsequent caverns on

top of that and use that same infrastructure there at

the facility.

CHMN. PIERCE: Okay.

MR. BOWE: In the initial design I think, if I

am not mistaken I witl look to the back of the
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room three l:cf of capacity, four, and we could go

beyond that, although it tdkes time. The reality is

that the leaching process isn'L instantaneous. But you

could bring storage into the market and then allow the

storage to grovi as the market's need for the additional

insurance g-rows over time.

And it will because the electric system, as was

indicated earlier, is extraordinarily dependent upon the

natural gas system. And that will become increasingly

true as we continue to try and integrate renewables such

as wind and solar.

The way that is done at the bulk power 1eve1 is

through gas fired generation being dispatched on and

off, off line. The reality is that in this part of the

United States, natural gas fired generation is going to

become more and more critical over Lime as renewahrle

portfolio standards, in the case of California, kick in

and as other initiatives are pursued to reduce the use

of coal fired generation.

Every time we look at it, we conclude that lhe

amount of gas fired generation that we are going to be

relying upon is going to increase. That is one of the

major drivers behind the development of gas storaqe in

the United States over the last decade, is to be able to

load follow the variations in demand that we see r,,rith
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gas fired power generation. And we only see fhat

increasing over time.

As Lo your question as to whether there would

have been a greaLer public health i-mpact, from the loss

of gas during the summer, I canrl speak in terms of

public health but f can speak in terms of the amounL of

time it could take to resLr:re the electric grid if Lhere

were to be a Loss of enough gas so that the grid were tcl

collapse. That has happened elsewhere in the United

States, I think 1t was in Aug-ust of 2AA4 in t.he New York

area, not because of nalural ga$ per se but because af

some olher transmission related problems. And it took

severaL days to get power back on in New York City.

That would be a difficult t.hing to cope with with 120

degree heat here in Arizona.

CI{MN. PIERCE; Thank you.

And my time is up and we will go to Commissioner

Burns, if you have questions. By the wdy, you don't

have to have questions. But I am going to gio in order.

And 60 you have an opportunit"y.

COM. BURNS: Lucky for everybcdy I left. my notes

upstairs. I will be very brief. I will just stay on

natural gas storage for now.

I think it is really great. It sounds like I

did not knor,r where my fellow, all my fellow

ARTZONA REPORTTNG SERVTCE/ rNC.
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it looks lil<e you

who

and

is all very

wel,l aware of

Ar-rit over by T,uke

I was previously involved in that myself. And

in tl:e letter that I sent out, you know, I was

reflect,ing on Senator Spitzer, or Commissioner Spitzer's

comments back in 2003, 2A04. And there were

Commissioners t-hen who were very supportive and wanted

to see us go that direct.ion. And, you hnow, flV, my view

of it has always been with reg-ard to gas price

volatility. And those were the commenLs that

Mr. Spitzer had made. But now we see obviously another,

at feast I have been enlig'htened, another biS reason to

have it as well. So hopefully we can make some progress

on it. But I know the devil is always in the details.

Just Lwo other thing-s.

One is f just, wanted to rnake a comment. As

Sout.hwest Gas looks at how you can better communicaLe, I

know you said one of the first things you did was you

reached out Lo your cust,omers. And, yeL, there were

some specific customers, because there are a lot of

customers, who didn't feet reached out to aL a1l. And f

know you talked about the reverse 9l-l- that you have in
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avai.labiLiLy

clients or

911.

wouLd

reverse

hor"l you

And then, secondJ.y, I don't know if the Chairman

last.}y intends to go to Staff at any conclusion, but I

wouLd be very interested in knowinqi if they have any

commenLs that they would like to share as a result of

anything they have been hearing' here.

CHMN. PIERCE: And, welL, dt any time Staff can

pipe in, but I think, Commissioner Burns, it might. be a

good tinre, Lhen, Iet them respond, because that wiLl

wipe out your time.

COM. BURNS: You would raLher hear from them

than me.

CHMN. PIERCE: Mr. OIea.

MR. OLEA: And y€s, Mr. Chairman, and

Commissioners/ this is Steve Olea for Staff. And I

don't have anything specific to add to the discussion.

I know thal T sat in on a]l the meetings with

you. But one 'of the things that did catch my attention

i.n the meeting with EI Paso was their storage that they

have and the fact thaL they had used alL they coufd as

far as the capacily on the ouLput of that storage. And

ARTZoNA REPORTTNG SERVfCn, rNC

www,az-reporLing.com
rca2) 274-9944

Fhoenix, AZ



1

2

3

A
=

5

6

1

B

9

10

1_1

IZ

13

14

L5

1,6

1"1

18

19

2D

21

22

ZJ

24

25

G-OOOOOC-11-OOB1 OPEN MEETING
Dominion Energy Utah
(Docket No. 18-057-03

DEU Exhibit 2.0512
Page 1O2of 144

it was about 250. And I am not good with the, with

the okay, r think it was 250 rnillion decatherms,

sonething like that.

MR. CLEARY: That's correct.

MR. OLEA: As far as the units. And thatrs all

they could geL out of it. But I did ask the questian at

one of the meetings, was, well, so did you use all the

storage you had. And they said hor we had qlas l_eft in

there. And so my question to the parties is would then

part of the storage problem be eatisfied if you could

get 500 million decatherms a day out of there instead of

250. So, in other word$, if you had two pipes instead

of one pipe I don't know if it is one pipe or 2A

pipes but if you double the size of the output from

that, would that have helped, or if you tripled the size

of the output, would that have helped.

So, you know, thatrs, you know, a thought that I

had. Because we keep talking aLrout having' the st,orage

directly in Arizona, which I know would be better. And

I know from the Staff point of view that !(e have talked

abrout, you know, the Luke site as hreing' one of the best

because J.t is right in the center af, you know. what is

called power plant a11ey and all that. But even if you

didn't get storagie in Arizona for whatever reasons that

was, would increasing the output of the storage that
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have helped thealready exisls in New Mexico, would that

situation in Arlzona?

CHMN. PIERCE: At the Washington facility?

MR. OLEA: Yes'

CHMN. PIERCE: Anyone, someone want to tackle

that?

MR. CI,EARY: Brlef 1y, Mr, Chairman, if I may

respond to Mr, O1ea,

CHMN. PIERCE: Go ahead and pull that mike over.

It moves.

MR. CLEARY: Thank you, The issue at Vfashington

Ranch is not pipeline takeaway capacity. It is

facilities that we need at the storage field itself to

enable us to pul1 gas out quicker. And really t,hat, was

what we essentially proposed in our 2008 expansion.

We were not goingi to increase the inventory

capacity. That would stay at 44 bcf working storage

capacity. But we were goinq to increase by L00,000

decatherms a day our ability to pull it out, withdraw

capacity from 250 to 350. So we could do that. CosL

some money, hut it is probably less cost,ly than market

area storag'e. But you just have to weigh the tradeoffs

between do you want the storaqe in the market area or in

the supply area.

MR, BOWE: Mr, Chairmanr firdy I respond for

ARIZONA REPORTTNG SERVICET rNC,
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Arizona Natural Gas Storage?

No guestic,n that adding add.itional

del-iverability from the Washington Ranch field would

have helped because the problem was not as much gas

coming into the system as the market was taking from the

system. There would bre a limit to how much you could

get out of the Washington Ranch facility that would

provide the kind of pressure push you would like to have

in a situation which you lrave seen pressures decline.

That's why market area storage would provide a real

benefiL.

One other reality is tlrat salt cave.rn storage

has the virtue of very, very high deliverabifity

relative to the amount of capacity that is developed, so

that effectively you are pulling gas out of what amounts

to a very large hole in the ground. You have to manage

a reservoir, a reservoir like the Washing,ton Ranch

facility, carefully for various xeasons. And you have

lo limit lhe deliverability you achieve in order to

avoid doing long*term damaqe to the facility.

A market area sall cavern storage facitity can

essentially be opened up full throttle and provide a

whole lot of deliverabitity almost instantly, So that

is a difference. No question that having additional

deliverability as Washington Ranch would have been

ARIZONA REPORTING SERVICE/ INC.
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helpful. Having the amount of deliverability you could

qet ouL of a gas storage facility right at the hearL of

t.he market would have been more helpful stilL.

CHMN. PIERCE: We just have to weigh wheeling.

Commissioner Burns has a follow-up.

COM. BURNS: Yes, one remark, yes. FERC is

investigat.ing this, and I am very much looking forward

to seeing what they find loecause I am sure t.hey will be

looking inLo Texas.Like we can'L do from here.

And just, and a very easy question for you, who

alL is a part of t.he Arizona naLural gas st.orage

coalit.ion?

CHMN. PIERCE: You can raise your hands if you

are. Then we .would know.

MR. SHELLEY: We are.

CHMN. PIERCE: Southwest Gas.

COM. BURNS: Southwest Gas.

MS. BRANDT: Salt River Project.

CHMN. PIERCE: SRP/ APS.

MR. MOODY: UNS.

CHMN. PIERCE: UNS, Southwest Gas. Anybody

else?

COM. BURNS: Thatrs four groups, Southwest Gas,

SRP, UNS, and AEPCO?

MR, GRAY: And AEPCO.
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CHMN. PIERCE: I would think sor TEP and AEPCO,

because you would think your power, it is a natural g&s,

has a natural gas generation, it. is going to be a part

of j-L, f r^rould hope.

Commissioner Kennedy.

COM. KENNEDY: Thank Vour Mr. Chairman.

Mr. Olea actually asked my question.

CHMN. PIERCE: Well, thank Vou, Mr. Olea.

Afl right. We will go back to Commissioner

Newman.

COM. NEWMAN: Thank you, Mr. Chairman. A couple

questions. I am going to get off storage right now,

although this is a long discussion.

I actually bel-ieve after having this discussion

and talking to $ome of the stakeholders that we have

enough information to know that storage is an impclrtant

point. And f would l-ove to co-sponsor with any of the

Commissioners a workshop with the stakeholders on

workshops, on storage.

In fact, I don't even believe all the players

are necessarily silting at this tab1e. In fact I know

they are not. There are some oLher potential suppliers

in competition to produce storage in Arizona who are not

represented here. fhey are in the audience but they are

noL ready to present today,
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So I would just like Lo say that f think,

Mr. Chairman and my colleagiu€s/ T think that this does

merj-t a workshop with stakehofders, that we work over a

period of time on this issue.

My one and I have a question of storage, a

question about communications. You had noted that Pima

County had a pretty robust 911 system. Of course, you

know, the taxpayers have to pay for that. They were

working on tt for a long tirne. A lot of grants that

came out of HomeLand Security after 9/L1, helped the

situation. But in a place like Cochj-se County, I happen

to know that we have one Homeland Security director that

we appointed. And there was one genLleman who worked

for many years. We just had one gentleman, sort of a

retired g"entleman, who just completed 91f mapping for

Cochise County. And so Pima County, you were able to

use the reverse 9f1. Cochise County, you were not able

to use gfL. And I think lhis would he of interest to

the folks ln Sierra Vista.

Can you amplify on this and what we can do to

hetp Cochise County perhaps and yourself improve

emergency communications?

MR. CT,ARK: I would be glad to. Chairman Pierce

and Commissioner Newman, the reverse 911 system that we

utilized within Plma County was a one time opportunily
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for us in that area to put out a message to customers

somewhat related to the outage area. We had lost 14,600

customers, and the calls went out based on the

boundaries that had to be defined to about 18,000

customers. So some of them received a message that
actually lrere not out of natural- gas service.

We looked at

COM. NEWMAN: That might have been confusing to

some foLks.

MR. CLARK: It very wel-l coutd have been.

We also looked at in Cochise County util-izing a

simiLar system that they had. However, their systern

would only allow for a L5 second message. And we tried

to craft as concise of a messag'e as we coul-d. It was

about 30 plus seconds that went out over the Pirna County

system. And we felt with the shorter time frame it

would have been more frustrating to customers to get

either a partial message or we would have had to have

abbreviated so much that it wouldn't have been

meaningful to them, so we opted not to use it.

Now, the predictive dialing system that we are

looking into as a company, if thatrs a viabl-e resource

and the company decides to utilize that system in our

call centers, would noL be an emerg'ency type syslem, We

could utilize it for many purposes hopefully throughout

ARTZONA REPORTING SERVTCE/ INC.
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our entire service territory as it was required' And

the message length would not be restricted. And,

therefore, we could give updates over thaL system to

customers. We could obviously give primary informaLion

t,o Lhem. All of those things would more t'han likely be

available through this new technology I^Ie are looking

into.

COM. NEWMAN: M a s o menos again, projection of

the cost of the predictlve dialing system, and do other

entiLies, other distribution entities have such

predictive dialing?

MR. CLARK: Commissj-oner Newman, at this point

in time I don't have an ans\{er to your guestion' So f

don't know the costs of such a system or whaLever of the

tDCs, ej-ther in Arizona or outside of Lhe stale, have

this capabilit.y.

COM. NEWMAN: WilI you be able to provide t.hat,

to t.he Commlssioners post haste?

MR. CLARK: We can look into that, Yes.

COM. NEVIMAN: One other question, Chairman, and

t.his involves cost of storage. We have one of the

cornpanies at t,he tah'le. And I know that your plan ]ooks

to store, have store aboveground, wlrich miglrt'

mitigate some potential water table problems in your

deslgn, and that there is otl:er designs out there, wlrich
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is one of the reasons why I want to have a, you know,

workshopr $o we understand the different designs as we

go forward, but mas o menos again, projection of the

cost, Lf you wi]L, of your pJ-an, which I beJ.ieve

mitigates some of the potential environmental water

issues that were raised in the last couple of years.

CHMN. PIERCE: Could you give a cost quickJ-y, an

approximation what that would hre?

MR- BOWE: Yes. I don't mean to be flippant.
They always seem bo cost $350 mi1lion.

CHMN. PIERCE: That's a number we hear

continuaJ-ly, between 3- and 350.

COM. NEWMAN: Yes, but I wanted it on the

record.

MR. BOWE: That is a mas o menos number.

COM. NEWMAN: I understand. This is, it might

be violation

MR. BOWE: On a per unit basis it could be

menos; if we could get a litt1e bit mas, maybe

COM. NEfiIMAN: Who would pay?

MR. BOWE: Vie would expect the customers whc:

make long-term cclmmitments to take service from t,he

project to pay. There would be a reservation charge

that would reserve the right to a particular quantity of
capacity. There wourd be a variabre charge that woul<J
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be assessed on injections and withdrawals. And the

customers would pay the costs of the project"

The precise nat,ure of the rat.e arrang'ement we

have been in discussion with customers about are the

subject of a confidentiality agreement, which I know my

client would be more than happy to waive if that

reguires everyone's ag'reement. My client propose$ just

to go by the book with the project ao that everyone is

aware r^rhat the actual costs of developing and

commissioning the project are.

But the customers would pay. There needs to be

a commitment of enough of t.he customers for enough

capacity to make the economics of Lhe project make sense

for everyone. There may be some amount of additional

capacity or deliverability that could be available to

the markeL on what would arnount to a spot basis. And we

would take that possibility in accounL and allow sorne of

the benefit of that to flow back to the subscribers who

have made the project possible.

COM. NEWMAN: And then, of course, the

shareholders wouldn't necessarily be, wouldn't foot that

cost. You are talking about ratepayers down the line,

arenrL you?

MR.. BOWE: For the commilmenLs for capacity,

y€sr we would expect the cugtomers to make the

ARIZONA REPORTING StrRVICE, INC,
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commitments and make the pledqe economically viable.

Now, of course, the projectls de'uelopers, the

shareholders take the risk of compleLing the project and

of bringing it in at a cost that's comlnensurate wilh

whalever the arrangements are with the customers. And,

of course, there is risks alI along the way.

There is operating risk, which, of course, you

have to mitigate by being' a prudenL operator. But there

would this is not the sort of project you would

charaeterize as a simple matter that generates an

annuity. There is a certain amount of art to bringing

one of these projects on. My clients have done it

before in a number of cases and has significant

experience in getting it done. But it, is not a risk

free proposition.

CHMN. PIERCE: We are goinq to move.

Commissionex Stumc.

COM. STUMP: tt urr:.*, Mr. Chairman, a couple of

brief questions.

Sir, I don't recall if you mentioned this

already, but did you speculate as to how many jokrs might

be brought into the Eloy area should storage be

implemented there or fully implemented?

MR. PASTOR: We have looked at that as far as

rcork force development. I don't have the numbers off

ARIZONA REPORTING SERV]CE, INC
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the top, or at my fingert.ips here. But at peak force we

are probably talking about 400 construction staff or

more.

COM. STUMP: And my understanding is that EJ.oy

is rather ideaL topographically and otherwise. And, of

course/ Luke had been in the mix at one point. Ha$ Luke

weighed in or.r that recently or has that not really

been

MR. BOVilE: Luke is not part of our plans. I

think there are J.egal. J-mpediments that would make

developing Luke essentially impossible.

COM. STUMP: Yeah. Thanks.

CHMN. PIERCE: Could w€r and I think there could

be large do we want to correct the number of jobs?

Because I have heard numbers higher than that as we1l.

We will need it on the record, if someone wants to do

!L-!
L TI CL L.

MR. BOWE: We would be happy to provide that

one.

CHMN. PI6RCE: VilelL. Mr. Crockett was in a

meeting and I know we could have that before I am done

with this next question, and then we can make gure we

are correct.

I want to gio to price stabiJ.ity, what happens to

price stability, and Southwest Gas can answer this,

ARTZONA REpORTTNG SERVTCET rNC.
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others could, by having nat.ural gas storagie, what that

does when all of a sudden we see we are short, or maybe,

because it is a guessing game each d-y, and we buy here

and at the end of the day we have gol r,re need to sell

some. And when we need to sell some, bad things happen

to price. It is amazing, but I just bouqht it, I just

drove it off the lot and for some reason that natural

g'as is not worth as much. So what does storage do to

price stability?

MR. MOODY: Well, certainly for Southwest Gas,

if we had storagie, the top of the list is d.aily

balancing. But, one of the side notes of d.aiJ-y balancingi

on the system is that, for example, if you can take away

the cusLomer ouLagie portion of this and just assume

everybody got their service, we paid as much as L0 or

$11 a decatherm for gas that we purchased late cycle,

that if we had sloragie we would have

CHMN. PIERCE: When you say late cycle, in a

day.

MR. MOODY:

you. I am going to

Late cycle

buy the day before

Yes, I better explain myself. Thank

be more clear.

moves oil, I have

have to purchase

means the cheapest

the day I burn it.

different kinds of gas

for my customers. And

gas I am going to

And then as time

deals t.hat I

we find out
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demand chanqes and then we want to satisfy that. And

the price goes up because it is under high demand and it

is Late and it is typically coming into the system later

on. So certainLy that variation of price stability/ I

wouLd then have a choice of using storage gas or

purchasing that day. Thatrs the sinpJ.e version. A,lso

you are going to have an inventory value. You have a

value of gas in the ground. And so that gets to be a

fairly compl-ex mix.

The second place is that, with storage, we can

l":Lne up gas deals that are more ratable. They don't

have peaking capabilities added to them- And so on a

day when we don't need to burn the g&s, we night, run it

in storage. And thab means we can Levelize our gas

purchase s.

And I don't want to lead you to believe that in

the modern gas markets that can rationaLize storage,

because the gas prices the day before the event were $4'

the day of the event may have been as high as 10, the

day after they were 4. So we donrt have these prolonged

periods of time of volatility maybe we were having in

200'7 or 2006 where gas might move 2 or $3 over a period

of a coupJ-e months.

CHMN. PIERCE: But it is certainJ-y a side

bene fit.
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MR. MOODY: Oh, absolutely. It would be

considered in each study we would brinq to the

Commis sion.

CI{MN. PIERCE: I am f inished, Do we hawe al'l

employment I am finished, so...

MR. PASTOR: Yeah, I have updated numbers. For

the currently scoped project, the work force would

average 350 over a year and a half period with peak

level-s risinq up to about 5 0 0.

CHMN. PIERCE: Okay.

MR. PASTOR: And there would be 20 permanent

positions at the facllity,

CHMN. PIERCE; All right. Now, that ruould be

over a period of a couple years that happenlng?

MR. PASTOR: Thatrs right. The construction

period would be about a year and a half to two years for

the prirnary infrastructure construction.

CHMN. PIERCE: Very good. Thank you,

Commissioner Burns.

COM. BURNS: Well, I think he answered the only

other question I had on that. And that was the

long-term employees, did you say 20?

MR. PASTOR: Thatrs correct.

COI4. BURNS: And what kind of jobs are those?

MR. PASTOR: Those are facility operators and
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maintenance staff at the site as well as some

environmenbal specialists t,hat would do some monitoring

activities as wel-1.

MR. BOWEr Generally skilled jobs.

CIiMN. PIERCE: Thank you.

Commissioner Kennedy.

COM. KENNEDY: Mr. Chairman.

The project in Eloy, do you have the support of

the Pina1 County supervisors? Are they on board?

Anybody?

CHMN. PIERCE: I guess the question would be

have they passed a special use permit, if anybody knows.

COM. KENNEDY: I just wanted to know where they

are. Have you talked to them?

MR. PASTOR: Yes, we have been in to talk to the

City of Eloy specifically about the project. And they

are in support.

COM. KENNEDY: How about the Pinal County Board

of Supervisors?

MR. BOWE: I donrt know that we have. We have

met with them.

CHMN. PIERCE: Can we get you know, it woul-d

be great to have someone, if you want to, that has that

information to come up and answer Commissioner Kennedyts

questj-on one on one because she is probably going to
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have some more.

permitting guy.

CHMN. PIERCE:

well and

to trave
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MR. BO!iE: My apologies. I am the federal

the company as

we would love

and then

But, you know, we have met with

we know everybody involved. So

go ahead and identify yourself

MS. McCAFFREY: Deirdre McCaffrey from NGS

Energy.

We have met with all the county, three county

supervisors. They have recognized that it is a benefit

to Pinal County. Tl're location especially would help

potentially grow that as one of the generation points

for the State of Arizona. We have begun the permitting

proCess for the air permit which would be given by the

County. So they are j-nterested in irow our continuing

conversations go with the city and the whole area. But

in general they have been supportive of it.

CHMN. PIERCE: Stay there for a rnoment.

COM. KENNEDY: I am done. I just wanted that

one question.

CHMN. PIERCE: Okay. Well, race back over to

Cnrnmissioner Newrnan.

COM. NEWMAN: Yeah. It is my understanding that

Pinal County supports the double tracking and station

(602) 2"t4-9944

Phoenix, AZ
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you know, there is a railroad project in the same

general vicinity. As some of you may know, they support

the swltching station in the same general vicinity, in

the Newman or Picacho Basin, however you want to call

it.. And I have talked to Mr. Rios, who is supportive of

creating more jol:s in Pinal Counly and is generally

supportive.

But. there is some confusion. There was some

they did have concern over potent-ial- waLer problems, of

the environmental- problems. There were letters going

back and forth about that. And Lhere is stil-l- some

concexn/ but they more or less support the project.

That was ny undersLanding from informal conversations I

have had with the supervisors. Is that your

understanding?

MS. McCAFFREY: Yes. I mean they have asked

questions and will- continue to fol-l-ow up for the filing

process which will- give opportunities throughoul the way

for but we have had no formal- filings of opposition

to the project or the water use or waler dlsposal.

COM. NEWMAN: Right. But I do think that there

is a like, T use the word again, sort of a heightened

scrutiny over the water issues, of waler table issues,

ThaL's my read on the situation.

I want to go back to communicatj-on on Cochj.se
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County again for the benefit of Mr. Call who is not here

today who would ]rave tiked. to have attended and probably

would have given a presentation on this. Is Lhere a

chance when we look at these numbers, when I ask you

to cost estirnate those numbers, I woul-d 1i-ke you to be

involved with Cochise County as we11, because if there

is a chance that they can make their 9L1 systern more

robust, perhaps have the utility of Secretary

Napolitanors assisLance in making the message capable of

being longer, that might be a way of not putting the

cost on the ratepayers ultlmately or your shareho.l-ders,

and we might be able to develop some sort of project

with the assisLance of the Homeland Security Secretary

and her staff. And there is some able lobbyist.s j.n the

room that would be able to achieve that.

What do you think of that proposal?

MR. CLARK: WeIl, Commissioner Newman, that

certainly is somethi.ng' that we can look into. f

understand there are two options in this arena. One,

there are vendors who harre this type of system, that you

subscribe t,o their system and then tlrey keep the phone

lists, they rnaintain the system, they do everything

eLse, and then you iust pay a fee to use it. Then you

can purchase outriqht the system, have that technolog:y

in house. So we will look at aII of those aspects and
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make the proper decision which is best for the

ratepayers or shareholders, the company' all involved.

COM. NEWMAN: Okay. Thank you so much.

Long-term contracts for the sale of gds, I just

got back from a meeting of the energy bar and was

interacting and talking to several of the Cal-ifornia pUC

officials, tryinqi to trade notes with them about gas

issues in the west. And I guess f had heard that there

is a very, very, a long-tern contract that PG&E' I

belj-eve, the northern California electric utility got a

very good deal on long-.term gas prj-ces.

Now, there is this economic nexus that I am

noL, I am not the economist or the mathematician to

understand these price differentials, but because so

California just got a very good long-term contract,. I

would Iike to see Arizona distributors, I am sure you

yourself would like to see those kinds of sontracts

received. And that kind of shj-fts away from this

storage issue. if you know what I mean. If you get

those lonq-term contracts, there is maybe less need for

storage. The consumer gets the best deal.

Can you speak to that?

MR. MOODY: Sure. I will keep it, try to keep

it appropriate to this forum. Always rernember that I

l1ke, as a gas guVr I always want to say out loud that,
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five years ago $B would have been a really good dea1.

And today if you were paying $8, there is some supplier

who is doing a dance and a jiq because you are $A over

market and he is making money.

So to specifically answer your questionr w€

always look at longer term contracting. And it could

have the outcome you just described, or it could have an

unthought of outcome, which is back in the days when we

were all- going Lo need LNG. A locaL distribution

company has ext,remely variable load, and we were going

to need to buy the gas t,he same amount every day. And

as I alluded to earlier, in order to secure a deal l_ike

t,hat, you would go a little longer term.

fhis was what it was like five or six years ago.

You would buy it, $ay, from Costa Azul and transport it

back through El Paso to some Arizona storag,e area- And

that wouLd be the only way you could accomplish it,

because on the days you didn't need it, you woul_d still

have to talce the gas or put it, into storage somewhere.

So without being don't take t.hat as an

indirect answer. Just mayhe hopefully you wi1l
inberpret that it is a compJ-ex answer. And $/e will

certainly, as we put together our economics for each

company/ we are all, we have all looked at each olherrs
nonpxoprietary stuff, and these things att wilt get
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Iook at them inconsidered and we will have a chance to

the open.

COM. NEWMAN: Okay. Actually that calls for

follow-up on that issue. I think it is an important

issue. Staff wants to speak to that as well,

Mr. Chairman.

CHMN. PfERCE: Go ahead. Yes, please.

MR. GRAY: Mr. Chairman, Commissioner. I am Bob

Gray with Commission Staff.

I think my perspective would be i:hat even with

long-term contracts it doesn't reduce the need for

storage, krecause your typical gas supply contract has

t.his force majeure provision t.hat allows the producer to

get out of providing the gas if there is weather

circumstances like we have seen. That's why you saw in

t.he Southwesi: Gas graphs there 1s a big difference

between what was contracted for and what they actually

had come through the pipeline. And I think even wit.h

the long-term contract ruith a producerr soYr in the San

Juan Basin, you would probably st.ill have tl-re issue

where that supply becomes a little bit interruptibte

when the weather gets colder.

So I think you woufd still, you would still want

ga6 storage even if you did get some long-term

contracts.
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COM. NEWMAN: You want both strategies in place

to get the best deal for t.he consumer.

MR. GRAY: Certainly, ye$.

COM. NflWMAN: Okay.

CHMN. PTERCE: AlI right.

COM. NEWMAN: Thatrs it for now.

CHMN. PIERCE: Commissioner Kennedy.

COM. KENNEDY: Thank your Mr, Chairman. This

will be my final stint at this.

f donrt want Southwest Gas to run out of the

room right now, but I have a couple of toug"h comments to

make. I am glad that the two executives flew in frr:m

Nevada today. f do realize thal Southwest Gas is a

Nevada based company. You are not local, you are not

Arizona bred. But you are a provider of servj_ce, and I

really expected more from you.

There are some great people here locally that
represent Southwest Gas I have known a long time. But

when we have to wait for direction from an executive
from Nevada, it makes me uncomfortable.

With that scenario, which one of you today wants

to take the blame for the breakdown in communication?

MR. CLARK: WeIl, Commissioner Kennedy, let me

start off by saying that I am a Tucson resident. I have

lived in Tucson now over five years. That j-s where I
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live. That is where I serve. And that is my horne and

where I will continue to be. So I am an Arizonan.

COM. KENNEDY: Okay. So my fault.

So you are going to take the blame for the lack

of communication in southern Arizot:a? And the xeasol-t r

say that, I just happened to be in Tucson the week that

this all occurred for another event and got bombarded

with nothing" but Southwest Gas issues, problems. They

were angry. And I felt like r walked into an ant bed.

But, I mean, I mean I was elected to do tlris. So I am

not ur:happy, but I do think that Southwest Gas and their

customers here in Arizona deserve a tittle bit more.

Which one of you has already decided when your

first mock emergency exercise wiIl t,ake place using the

event as a learning tool?

MR. CLARK: Well, Commissioner Kennedy,

Southwest Gas has already had one initial meeting with

EI Paso in which we have talked and discussed the issue

at hand. We are looking at sharing it:formatiou. We are

looking at modeling our systems on both sides, on the

transmission side from their part, on the distribution

system on Southwest Gas' part, so that we can really get

our arms around what opportunities in the future we

might have to work together and enaure that' if there is

infrastructure that needs to be installed, that we take
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a good hard look at that, or whatever we can do on a

cooperative basis to work together in that arena.

I believe that we will set upr as EI Paso has

talked earlier t,oday, a mock exercise. $outhr"Test Gas

will participate in that exercise. We would love to get

our side orl the distribution side to jointly interact

witfr the transmission side to look at this, this weather

related event that we have just g'one through.

As f ar as the cornmunication g oesf I would like

to address, and I have got Libby Howe who is our pIO,

sitting right behind me

COM. KENNEDY: You axe not passing: the buck, are

you?

MR. CLARK: No, maramr flo. f wanted to say

that. I want to be on record sayinq what a great job

Libby did in communicating with our customers/ witn the

media, and with all the resources that vle had at our

disposal.

Now, we recognize that there are challenges,

that our world has changed even in the past year, and

that some of the social media that is prevalent today,

we are a little behind the times. But we are willing to

admit that and now try to catch up. And that's the

comrnitment that we have, is that we need to take a g'ood.,

hard look at the communications, the way it happened

ARIZONA REPORTING SARVICE, rNC.
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during t.his event and what we can do in the future to

better talk to the customer.

We understand that t.he primary answer they

wanted was when will you get Lo my house. We could not

answer that. question adequately to our eustomers. We

would like to be able to do that in t.he future. That

will be our objective, to try to find the methodology or

the technology which wiLl allow us to do that.

COM. KENNEDY: Mr. Chairman, Mr. Clark, I take

it you have not seen the J,etlers that have been included

in the docket from responses of cusLomers to the letter

that was senL out. I am assuming that.

MR. CLARK: T have not seen any of the letters

you are speaking of, no.

COM, KENNEDY: f invite you to Look at those

letters in the docket. fn fact, the Chairman read from

a couple of those letters earlj-er today. and attached

to those letters that they sent us is the letter that.

you and Mr. Moody, I believe, sent out.

MR. CLARK: Mr. ShAW.

COM. KENNEDY: Shaw, thank you. $o

MR. CLARK: Yes.

COM. KENNEDY: -- 'I am not pointing f ingers at

your pIO. I just want to make sure you are not passing

the buck. But I want to make sure that you hear me
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loudly and clearly.

MR. CLARK: We hear you. Commissioner Kennedy.

And hre will shoulder that responsibility.

And I would, I would just like to say as well

that r^re have received many complimentary letters from

customers within the butage areas thanking us for our

promptness, thanking us for the courtesy of our field

people, of coming' into t,heir homes and resLoring their

service. So we understand that, in any event/ we can

learn from it, we can critique it, and we can strive to

do better in the future. And that is our goat.

CHMN. PIERCE: Okay. Finished? Thank you.

And I just wanL to say that where syst.ems need,

to change for the company isn't necessarily in Tuc€on

and southern Arizona. And that's why you are here. you

have a statewide system and you involve other states.

And so really whether someone is at fault d.irectly for

what happened in Tucson, that's one thing, but the

overall f ault in this lies r^rilh the system i s n,t what we

wanted. And somewhere along the line somebody is going

to be responsible for making sure that it changes.

And, you know, Mr. Shaw is here, and he is at

the top of that. I am sure he is going to make sure

that some'oody is going to be the person responsible.

And for usr I think whoever that is and who is going to

ARTZONA REPORTING SERVTCE/ rNC.
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bre leading those changes, we ought to know who is going

to be assigned that so maybe we can get updated as that

process is going along. $le know who our, we know our

Iocal folks really weIl, but they are not t.he ones that

are going to be check tasked with this. And we would

kind of like to know who that is.

MR. CLARK: Well, Chairman Pierce, f suspect I

will be charged with that responsibility, being the vice

president in southern Arizona. So I wil-1, I wilL take

that responsibility on. We will communicate with the

Commission as we move forward. And the folks behind me

will certainly be of great assistance in doing that.

But I will take that responsibility on.

CHMN. PIERCE: AII right. Then, then you are

going to take it on for the whole company to make

because whatever system you develop ought to be one in

which the company is going to use/ or somewhere. I mean

thaL's this is an issue in southern Arizona tod,ay.

It could be an issue in Southwest's service territory

somewhere else tomorrow. So we just want to make sure

that we have that consi-stency and we know who is

resolving that for the company. And if it is going to

be VOo, that's fine, because if it get$ resol-ved in

southern Arizona satisfactorily, that ought to be maybe

a company standard.
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MR. CLARK: Okay. From the respect of

infrastructure, that wlIl be my responsibility. For

technoJ.ogy, I wil-l- have to look to some of my staff

co-workers to assist in t,hose decision processes and in

t,hat arena. So I will be responsibJ-e for the

infrastructure, ensuring that pipeLines and facilities

are in plaee. And then we will fook at the technology

side more than likely out of our staff groups in Las

vegas.

CHMN. PfERCE: Well, your customers are going to

want to know, you know, when you say these things are

happening, weIl, who are t,he people assigned, what is

the schedule to make sure that we are going to have a

system/ when is it going to be tested if there is

reverse 911, is there going to be media letting per:pIe

know you are going to get a call and it, is a tesL. those

types of things.

So I am just. saying for those who are without

service, they want to know that everything is

Iegitimately on a time schedule to be improved. And I

think that's what we would like to be able to report to

them as well. We are almost

MR. OLEA: Mr. Chairman.

CHMN. PfERCE: Yes.

MR. OLEA: Steve Olea.
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CIIMN. PTERCE: 0kay, Mr. Olea.

MR. OLEA: Yes. And if I could just add to

something that broth you and Ms. Kennedy \^rere talki-ng

about, since I aJ-ready stole one of her questions, is

that we had asked and Mr. Johnson had caj.]"ed the

Department of Emergency Services for the state and asked

them to be here at this rneeting. They could not he here

because they are in the middl-e of doing their mock

exerci-se for PaIo Verde.

But I think that, you know, some of this ties in

to everything that has been talked about here. I think

maybe the Commissioners at a Staff meeling should get

the Department of Emergency Services there and talk to

them about them coming up with a mock exercise that

would cover sornething like this for the gas companj-es'

but something similar for the electrie companies.

And the reason I say that is because of what

happened in Texas. And ln our talks with the, you know,

with the companies we found out that in Texas, when the

el-ectric companies did their curtailment plans that were

approved by ERCOT, that the gas facllities were not part

of the critical structure that was to be l-eft on. And

at the tj-me that made tota1 sense, because I am sure

that in Texas, the way we do here, they do mock

exercises, but when they tested in Texas they probably
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tested the electric companies in the sunmer. And. when

you do that in the sumrnerf the gas companies are not

critical in the summer. But f don't think anybody

thought of the el-ectric companies losing power ir: the

middle of winter that would at the same time turn off

the gas companies.

So I think maybe somehow that, as the state

emergency services does, do their development cif mock

exercises for different things that could happen.

Perhaps in some kind of cooperation with the Commission

and wiLh the different utilities, yon know, aII of us

coul-d come up with a mock exercise that would do

something like this that would incorporate the reverse

91-1 orr you know, some kind of radio emergency messages

or something.

Because f know a lot of the call-s that we were

getting from customers was I can't find out what is

happening or like where do I go because T don't have

heat, and so like is there a school-, Vou know. $o it is

that type of thing that I think the emergency services,

state emergency servj"ces could coordinate with the

different county emergency service6 on what happene when

this happens. As you said, if this were to be a power

outage in the middle of Augusi: that l-asted for four

days, you know, what is qoing to happen? You have to
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have a place to put people. And somebody at the state

level has to be in charge of that. But I don't think

that, or at least we haven't t.hought of and 1 know that

emergency services ]rasnrt thought of, okay, what happens

if you have a major gas outage together with a power

outage in the winter, well, what happens if you have the

same thing in the summer. That's somethingi Lhat I

think, you know, that coul-d that that would bring

into effect what you had been talking about and also

what Commissioner Kennedy had mentioned.

CHMN. PTERCE: Okay. Cornmissioner Newman.

COM. NEWMAN: This is my last question.

CHMN. PIERCE: And then we are going to wrap

this up because otherwise we are going to need to go to

a break, and I tlrink we can do it without going to a

break.

COM. NEtf,MAN: Yes, I just have a few remaini-ng

questions. And actually the Staff anticipated also one

of the things f was going to say. So I will- start out

with what Stewe said for the purposes of transition.

Mock exercises are a good idea. Blacktop

exercises is another way of describing them in the

emergency serwices field. So I certainly agree with

Staff that, and with the Commissioner' with the Chairman

by his question of summer,/winter analysis, that we
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should have blacktop exercises, summer problems, winter

problems, the nexus between the elect.ric grid and gas

providers. And f think I will be asking for that.

To the follcs that represent the storage fo.Lks,

and that extends to your competitors I think who also

are in competition with you to try and get storage in

Arizona, and whoever is listening to this who wants to

enter into t,he foray of trying to get the l-east cost

storage that we can in Arizona, and the safest storage,

that w€r that, the Commj-ssion has been available before

to review just for our eyes only some of these cost

numbers. And that would be very helpful to all of us.

And we have done those sorts of agreements with our

other companies in the past..

And you could trust us to live up to our sort of
judicial integrity not to pass on information. We talce

this job very seriously. But we want to see these

numbers and we wil-1 look at them so we have an id.ea of

what they are. It is very important for us to know that

because it could end up hitting the ratepayer one d"y,

and we will al-l- end up paying the ratepayer one d.y.

That's part of our job.

With req:ard to consumer complaints, Steve and

SLaff, f was going to ask you a number of questions.

But I have have we gotten l:ack to all the foJ-lcs that
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have reached Mr. Martinez in our Tucson office who took

the bulk of the calls for southern Arizona? Has there

been a written response to them? And if we do a meeting

in soulhern Arizona, I would hope that. the people who

conLactecl Mr, Martinez and others in our consumer

complaints division would be noticed of the potential

meetings in southern Arizona it looks like we r^rill try

to coordinate with lhe SouLhwesl Gas rale hearing.

MR. OLEA: And, y€sr Mr. Chairman, Commissioner

Newman. And I got this informal-ion from the Consumer

Services Staff. We had a total of 259 calls in Lo our

Consumer Services group that dealt, well, with the

outages in Tucson and Sierra Vista. And there was' 180

of those were inqui-ries and 79 were complaints. And I

asked my St.aff to actually define what is the difference

between a complaint and an inquiry.

An inquiry is one that vte can answer on our own

i:hat, we answered. So there is 1B0 that we answered on

our own. And those have been closed. Those that. are

complaints are those that we cannot answer on our onn so

we forward those on to the company. And t.hey r"till

provide a response and t.hen we will prowide that

response to the customer. And if t.hat closes it, then

iL is closed there.

COM. NEWMAN: Okay. Bul giwen the fact that we
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will have more hearings, I am sort of makinq- a, you

know, soft request that t,hese folks be parti.cularly

noticed because they got t,hrough to us. And we haven't

ignored them, f know. Staff does a good job. But f
just want them to underst,and that we will have southern

Arizona hearings, Lf they have other informat,ion for usr

you know, that they are invit,ed to come to provid.e.

MR. OLEA: And if we st,ill have their contact

information, when you set up that meet,ing we can not.ify
them.

COM. NEWMAN: That's fine. And, Mr. Chairman, f
will be done in a very quick

Oh, with regard to the blacktop exercise, f
would just add not a question as much as direction from,

at least, from me. City, county, ACC Staff, as was

mentioned, State Emergency Services staff, you might

even invite, you know, emergency service people from

other counties, work through the county organj-zation and

t.he munici.pal organizat,j_ons in the etate becauge

everyone, they are all local government has concerns

about thie.

And then the one other point that f will

conclude with is this. We, Arizona spends $2.S billion

in importing natural gas from out of state, As you

know, we don't have natural gas. That's $f.f billion in
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one pot and another approximately .8 bil-l-ion in another

pot. ThaLrs a mas o menos number that f came to around

a year ago. I am not sure exactly what it is today, and

it is mercurial in some ways, but approximately $ 2.5

billion. That is an awful lot of money that our

ratepayers are paying for a resource that we donrL have,

And I am a bit on the soapbox on this, but

natural gas is much cleaner than coal. We have a

preference for natural gas. However, it is very costly.

Right now it is down. Volatility could qet even higher.

I just read a New York Times article that

appeared on Sunday. And I ask that everybody in this

room in fact, I am going to pass it to the

Commissioners after this meetingi with regard to the

shale gas future that is alleqedly so promising causing:

potentially hug,e problems for water resources on the

east. It is an incredible study that they have done. I

also understand that the EPA is going to be coming out

with reports based on their working together with the

New York Times in a very speclal investig'ation. ft was

a three-page article in this past Sunday New York Times.

So I ask that evervone look at that.

But, so we are sort of we need your gas to

help us have a giood energy system and a clean energy

system and reliable energ'y system. So we are just

ARIZONA REPORTING SERVICE, INC.

www.az-rep orting'.com
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hoping that when I mention that number and how biS a

number that is, you know, perhaps it could get J-ess if

we did more renewabJes and, but, and that's something

that I want to look forward to working with the qas

companies in the future.

But this is no small- matter. We pay

$2.5 billion, which is a big chunk. And we would like

to gee the system work better. I am not going to go

chastise anyone here; although, there are lots of

customers whcr prcbably, if they were here, you know,

would chastise you. But that's just part of our j.ob.

So we will- have to put on our flack jackets when we meet

with them. But I- think that the customers deserve the

benefit of all- that money that lhey are paying for the

natural gas and indirectly supporting or directly

supporting, you know, your manag:ement, your employees,

and your sharehofders.

Just l-ast response given that number from both

pipeline and Southwest Gas as weIl.

CHMN. PIERCE: If you could in as short amount

cf time, whoever wants to respond.

COM. NEWMAN: That's the only question I had.

MR. MOODY; There is no doubt that over the past

ten years/ if you averag:e the cost of gds, the commodity

is much more expensive than the infrastructure. But we

ARIZONA REPORTING SERVICE/ INC.

www, a z* r e po rt i n g:.com
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are not typically meet-ing"to dj-scuss i:he Iast faj-lure.

We are talking ahout rates. And every decision that. we

make halances the services we provide aqainst what our

ratepayers pay. We would like to think of that in Lerms

of stockholders because they are deemed greedy, hut the

reality is every rate paid a rat^epayer somewhere pays

it. And we do that prudently. And that is t.he

interaction beLween our commissions.

And you are rigiht., two and a half billion

dollars is a lot of money. And we all, as utility, as

the Commission, shepherd that money hopefully in the

most efficient, way for our cusLomers.

CHMN. PIERCE: Okay. I was going to asl< a

question of E1 Paso, and then we are going to wrap up.

The map you have given, and I noticed it many,

many Limes, but Lhe San Juan Basj-n sorL of meanders

around Four Corners and picks up a little bit of

Arizona. Is that an artist usj-ng, you know, just, Vou

know

MR. CLEARY: PowerPoint art?

CHMN. PIERCE: Or is that really true? Do we

have natural gas in Arizona?

MR. CLEARY; Let me ask'

MR. BOWE: I believe the answer is there are a

couple of wells in the far norlheastern corner of the

ARTZONA REPORTING SERVICE/ INC.

www,a z*reporting".com
(602) 274*9944

Phoenix, AZ
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to make up for the

probl ems

does

much

CHMN. PIERCE: But I mean the San Juan Basin

provide some of that, so, but thaL's it, not very

Well, I want to thank everyone. We have had, I

think, a pretty thorough discussj-on of the issues.

One thing, I know in the detailed discussion

around Southwest Gasr ability to communicate with their

customers on what happened and. based on the letters and

e-mails that we have, there is a lot of rumor and things

that they need they woul-d like to understand better.

And f don't think all of those things were fully vetted

today. And I think havinq the company hawe access to

the correspondence we receive so lhat the company is

prepared for that as we go out and talk

And I have had a J-ittle discussion with my

Staff. It is probably not likely we would do this in

conjunction with the rate case since that's reaIlv going

t.o be ready to go for us next faI1, And I don't

think this coming fall. And that's not going to

work, So we are going to try and organize something in

a very short amount of time, We are going to check with

ARIZONA REPORIING SERVICE/ INC.

$rww.a z*r eportin g.com

(602) 2't4*9944
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people's cal-endars between now and t.he end of the month,

if not thai-, the first. part of April, to try to make

sure that we get ouL to discuss this issue. But I would

like Lo make sure in that amount of time t.he company is

prepared and has the information we have from our

rate your customers, our constituents and so that you

are prepared for that.

And I believe' to

participate from other than

there might be questions so

of these other issues.
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that folks that can

and El Paso, that

the extent

Southwest

One thing r know is that, if we woul-d have gone

to Tucson and Sierra Vista with thisr w€ would have had

this discussion, it would have taken usr you know, four

hours. And most of our constituents, your customers,

would have liked this information but they don't have

that kind of Lime in the evening' to hang with us and be

abl-e to comment. Many of tl'lem would wanL to eomment.

So what we need you to do is really put il in an

easy form of writing. I mean that's what I would advise

you to do, at your expense, to make sure thal, you know,

look at their questions and answer those questions.

Maybe put them on your ol^7n website, have your

presenlation today availabl-e to us for our website, and

so that information is oul there. And we canf and we

ARTZONA REPORTTNG SERVTCE/ rNC.

www.az-reporting.com

that we can talk abouL some

(602) 214-9944
Phoenix, M
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1 can g'o back and e-mail the fol-ks who have contacted us

2 and att.ach as much information as possikrle to t.hem. And

3 my Staff and T talked aboui: doing that. And we can

4 coordinate that with the Commissioners Lo make sure Lhat

5 those that are really agitated have the information so

6 that., when we have a public hearing, you know, it is

7 productive.
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And thaLrs what I would like to see,' and have

the questions answered and come prepared to answer those

questions, come prepared to accept arlger towards [s,

towards you. People are upset. And we want to do this

in a soon enough Lime to where it, Lo where we will get

a good turnouL so they will feel we werenrt neglected.

Some people thought we lrere neglecting this.

The faet we didnrt come out and jump in the middle of it

while you were busy lighting people back up really had

people concerned. But there were oLhers who probably

would have thought don'L do anything, Commission, thaL's

going Lo sl-ow this process down in getting my gas. And

th atr s kind of how I looked at it. We were going t.o

l-ook into this, but we are probably not going to help

the cause in getting people's service back on. It was

important for us to encouragie you all to do it, but most

eertainly what people elect us to do is to make sure

these things don't happen again as best as humanly

ARTZONA REFORTING SERVTCE, INC.

www.az-reporLing.com
(602) 2'14-9944
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possible. And so that's what we would like to do.

So. again, thank you all for your participation'

I know many of you have come a long way at great expense

to make sure that you were a part of this. And it wag

very informative. And I hope you agree' too.

If someone has a parting cornment, f would give

you maybe ten seconds, but, I think we have exhausted it'.

Anyone else?

(No response.)

CltMN. PIERCE: Then good. Then we are going to

be adjourned. Thank you.

(The proceeding concluded at, 3:0 0 p.m. )
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the foregoing printed pages constitute a fuII, true and

accurate transcript of the proceedi.ngs had In the
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abi I ity.
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