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BE IT REMEMBERED that the above-entitled and
fambefed. Watta came 6 GO be heard aF o=l HMesting
befofe: fhey AFigonis CoEporatic Commission, iM Heaxring
Room 1 of said Commissicn, 1200 West Washington Street,
Phoenix, Arizcna, commencing at 10:1¢ a.m. on the 2nd of

MEiacialy 2EOELTN

BEFORE: GARY PIERCE, Chairman
BOB STUMP, Commissioner
SANDRA D. KENNEDY, Commissicner
PAUL NEWMAN, Commissicner
BRENDA BURNS, Commissioner
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For E1 Paso Natural Gas Company:

Mrw Jim: Cleary)

For Transwestern Pipeline Company:

Ms. Shelley Corman
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Mr. Nathan Shelley
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CHMN. PIERCE: We will now organize for Item
No.. ZL.

Today we are here to talk about the incident
that occurred in scuthern Arizona with the outage of
natural gas and where that began and how it ended. And
we are going from -- here basically is what we are going
to do and what I have done. Here 1s how we are going to
organize this so everyone knows. We are going to take
Ine whilst crdiers Sndt E ok == TE8 J20 oo goatagy Bow Wahwe
Commissioner questions. It tends to work well for us.

E Emvated ol == Wel A28l geding] el bdisel Ehicil ovemEmallyy ==
to write down your questions and let us ge through a
five to ten-minute presentaticen from each of the
cempanicsl wet el gehkalgl Bl gkl aml: gol ked pablicl comment
tooy, sof thiafl we! Wawel al peEspectisye) tpl hore: ofl WhiskEes
everything is. And then I think we c¢an ask the
guescrcive that: T Chimd Wil D& mesh usefin.

T would iavite -—- and T see that Jeff Shaw is
here, who 1s the CE0O of Southwest Gas, and a number of
folks from Newvada. Thank you for being here. By virtue
of you batind hidkEdy [ Focllghliizet Fhas go! kmews BhktsE s
Imffdrtants Andt Ghiat'st af geed i,

What we are going to do, we will have someone,
wheever you designate from your coempany, ©0r there may be

more than one, when we get to gquestions I am sure you

ARIZONA REPCRTING SERVICE, INC. {602) 274-9944

www.az-reporting.com Phoenix, AZ
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are going tc delegate that gquestion te whcecever can best
answer. We invite you to de that. And scme of you are
going te¢ have PowerPoint presentations, and we welcome
that. But we would, to start out, like to take five or
ten minutes, and it will go in this ordexr: El Paso
Natural Gas; Transwestern, these are our pipeline folks;
UNS Gas; Southwest Gas; and then Natural Gas Storage.
And we would like to remind you we are just kind
of wetting the whistle with what you have and letting
public comment participators speak. And then we will
get in depth, we will go back into vour detailed
presentations. So you don't have to take a lot of time
here to start but something that you, in an opening

statement, vyou would like to say, we would inwvite vyou to

dod Chiat=

S0 let's begin with FEl Paso Natural Gas.

MR. CLEARY: Thank vou, Chairman Pierce. My
name is Jim Cleary. I' am! presildients off Eil Pascl Natural

Gas Company. Arnd 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 --

Mk CHIHERY:L Vawl: SHLE

CHMN. PIERCE: —— cof El Paso? Well, welcocome to

ARIZONA REPORTING SERVICE, INC. (602) 274-8944
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you, btoo. I don't think we have met before,

MR. CLEARY: Naovg mneh Glad to meet you, sir. pC
know you have met with some of my colleagues.

GHMN.. BEEERERE:d YWas, I Have. Thanks Fol. Thdmke
you for being here.

MR« GCEEARYI Leis mal ==

CHMN. PIERCE: We have them.

MR. CLEARY: GEIEE.

On the first page, Jjust Lo give 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,
Fermedn.. Wa talla gas it ol sysitel fcom pr-palids
interconnects which might kring 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 miles of pipeline. We have 345 separate delivery
meters. And we have 175 employees who are proud to call
this state their home.

I am' goilmgl tor jialsit! tallle forT § miauEe. Let me
just talk from the slides.

CHMN. PIERCE: Well, we can probably help with
that, "can't we, tc make sure those move. Why don't we
del =htats.

MR. GRAY: Yes, absoclutely.

ARIZONA REPORTING SERVICE, INC. (602) 274-5944
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MR. CLEARY: If you have the presentation,
Commissioners, we are on page 2 Or page —-—
CHMN. PTRERECE: EBuEl it isy hallpEal feorr tihie,
audience, especially those who might be commenters. But
they can see that. S50 as long as you, you can see the
screen, everyone, we should be okay. But we need to be

able to move that screen to click into the next slide
anyway. Thank you.

MR. CLEARY: 5lide 3, please.

This slide shows in sort of an overview sketch
of the reole of interstate pipelines in the gas delivery
system. Gas 1s produced by independent producers. Gas
ig then -— typically in the Permian Basin and San Juan,
il gees ta precegsiing plamitst e rcmowel warilouws
substances from the gas to make it ready for pipeline
deliveries and ultimate consumption. It mowves through
ther pipelincst amd them ulEimataly tel dusStomeErs.

The key takeaway is that we are in the business
gf UrEanspeorting natuwral. gast Safiely. Tael giish s
purchased by our customers. Our customers will tell us
where the gas should enter intoc our system, which could
be the San Juan Basin, the Permian Basin, wherever, and
where they want the gas delivered each day.

The key from operating the pipeline 1is the gas

supply in each day should equal the gas supply out

ARTZONA REPORTING SERVICE, INC. (602) 274-5944

www.az-reporting.com Phoenix, AZ
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Ehat"st dalliveaiets el Shicy maivlecits il diay.

This is a picture of the El Pasc Natural system.
And I will just note the major supply basins so you can
crient:

The Permian Basin in west Texas, to the north of
that would be the Anadarko Basin that we also access
through ocur El Paso Natural system. The San Juan Basin
in northern Mexico is a major supply area. And we bring
in gas from the Rockies through various interconnects,
interconnects with our Coclorado interstate gas system in
the east, with our Mohave system in the west, and with
other independent pipelines coming ocut of basically
ncrth of San Juan.

So what did we see on the cold weather event?
Clearly this is a weather driven event, record cold
temperatures. We had record cold temperatures in
Tucscn, record cold temperatures in Albugquerque, 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 San Juan Basin
there were scme freeze-offs, which are not uncommon in
extreme cold weather, freeze-cffs at the wellhead or
gathering lines areas there.

In the Permian especially it was exacerbated by

ARIZONA REPORTING SERVICE, INC. (602) 274-9944
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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,
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representing about 8,000 megawatts. What that did was a
series of rolling blackouts on the ERCOT system and on
Eils EFiclel BElidieEmitds FiL PaSer HISSEE R, byF thel Wayys is? af
independent company, not affiliated with my company in
any way. That interrupted power to processing plants.
When they were down, they had some freezing. When the
power came back on, they had trouble getting back on.
That- rFastilted: int leoislst galsh suppliy! domiingl LAted thiel Shjsitcm.

What we really saw and what was the driver of
this event was on February lst, 2nd and 3rd,
significantly more gas was taken out of the system by El
Paso Natural's customers than their suppliers were
putting into the system. That resulted in a depletion
of the line pack that we keep in our pipeline to
effectuate deliveries. And with that, as the pressures
in our pipeline declined on the main line, some of our
distribution customers had trouble making deliveries to
their customers, residents, residential customers,
particularly at the far end of their systems.

And let me just point to a few numbers here that
show you what happened. In Arizona, demand went up
between, let's just look January 31st and February 2nd

that s atlidied, oveE that. tuwo-day pedidd demamd

ARTZONA REPORTING SERVICE, INC. (602) 274-9944
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inorsaserl By 77 perscnt.

At the same time, if you will drop down to the
supply line, Permian from the 31st to the 2nd supply
dropped by 60 percent. What happened, you can see some
market response at the pipeline interconnects, we saw
gur wbility customers and distoibeSlan customers Ty td
Bay fora gas To sher® op the dealilams It Feomidm and Sadm
Juan production at different pipeline interconnects.
This was gas that might have come in from the Rockies or
other regions. 2And they were able to do so, but we
still on a net/net basis had supply exceeding demand by
5 ta 20 percdenti om gadht ¢ff thoske days.

So how did that gas get delivered?

CHMN. PIERCE: You say supply exceeding demand?

MR. CLEARY: Excuse me, demand exceeding supply.
Thank you.

How did we manage that? Well, we managed it
through two assets. We have a storage facility as part
of the El Pasc Natural system called Washington Ranch.
That has a maximum withdrawal capability of about
250 mEllronl at diay. Asl yein <dnl deo, ol Hebruary 2nnd;
1st, 2nd and 3rd that ran flawlessly. We were on full
withdrawal and the asset worked Jjust great.

T nesll lins ia tie lopachk on aux 1ide pack.

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

ARIZONA REPORTING SERVICE, INC. (602) 274-2944
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depleted by about 700,000 a day on February lIst and 2nd,
700,000 ocver a three-day period. 2And when that
happened, we saw lower pressures on our main line
because there was no, not enough supply coming in to
seplomdigly Hralh pressTre. MAdnd a8 WS llave lawdR pEsdsinEes
on our main line, that's when our customers, Southwest
Gas, for example, had trouble making deliveries to their
distribution customers.

Briefly during the period we were -- our
response immediately was we had fully manned our
critical compressor stations. So we had people, our
technicians, there in case of any weather issues related
to those stations. We were in constant contact with our
customers. I mentioned Washington Ranch was on full
withdrawal. Our line pack, we held it as long as we
danlld,; butl wiflk Ehaf ifadequatse gas supply cordog lade
the pipe, it depleted. Net/net, though, we delivered
every decatherm of gas that our customers put in on
those dags sk mexeg, LS td 2 poRaant Ss ol daip.

Let me offer a few suggestions going forward.
We are going to lock at how we communicate with
customers and process plant owners and generators. But
I think one key takeaway is to see better integration

befwEen thiel allagimilec) seetern,; Fox! oxmample,; EHom i

ARIZONA REPORTING SERVICE, INC. (602) 274-9944
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electric utilities and generators to include natural gas
facilities on their critical infrastructure list, not
only pipeline compressor stations, but processing plants
At eithienz. Koyl produiciEiors FEaeslatsaes.

Another suggestion, we do mock emergency several
ElmeES] gk yelalila  OTE MSdkE EHllNE 11d wsiiRlslly fidemsieel el Al
pipeline scenario, one of our plants is out, one of oux
compressor stations is down. I think this event, to me,
iLlliustErastses! ther nedd: tor have an. end-to~end mock.. That
would be a mock scenario involving producers, processing
plarit: operators, pipelines' and distElbutiont and TEiLlhiy
customers. And there are ways to do that. We belong to
S ndlshry group! callleds thed westewnl Encrgyl TnsHhil=kEe.
SRP is a member. Southwest Gas 1is a member. And I
think a group like that would be happy to sponsor a
look -- of using a mock emergency that would capture all
saegments of the industry.

We are going to take a look at our facilities,
our key facilities. Storage 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, as is expected, and does it integrate well in
an optimal way with our customers.

Finally, 1 think it is time to reevaluate

storage. We have proposed in 2008 to expand our

ARTZONA REPORTING SERVICE, INC. (602) 274-2944

www.az-reporiting.com Phoenix, AZ
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Washington Ranch storage field by 100 million a day.

The 250 that we have now helped. 350 a day would have
helped more. We had proposed and actually my company
hae® dpenty inwestdd: 540 milllHdon betweers 2004 andd 2008 to
develop storage fields in Arizona. Now, and these would
be high wvolume salt cawvern fields. Had either Copper
Eagle or Arizona gas storage been in place, 1t would
have been a huge benefit in dealing with this situation.
So we view that when we propose these projects, that
storage would enhance reliability. F tshinks the® evients
of= earisg Febriuaryl Jasts dnderscore: thalt.

Now, you may ask why didn't those projects go
forward after an investment ocf 540 million. These are
multi $100 million projects. AndE Fo Jet Ak pirotidoits Jllye
that done, you need alignment of market, you need
alignment of regulators, legislators and other public
stakeholders. For various reasons we Jjust 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 1s now. 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 lcoking forward to working with ocur customers

and this Commission con that.

ARIZONA REPORTING SERVICE, INC. (602) 274-9%944
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CHMN. PIERCE: Well, thank you. And T think it
igs ironic that the senator who was here was the former

representative who really put the dagger in Copper

Fagle.

MR. CLEARY: Well, perhaps we could have ancther
discussion about that off line. Thank you.

CHMN. PIERCE: I think so. All right. Because
T was there for that discussicn. So were you,

Representative Stump, former Representative Stump.

Okavy. Transwestern.

MS. CORMAN: Good morning, Chairman Pierce,
Commissiconers. I am Shelley Corman. I am the senior
vice president of commercial and regulatory affairs for
Transwestern. And I just have a couple of slides to
share with vyou this morning.

@S st Al pitcittiiEet i thiel TranisWwesifenm SysiEeml.
I den't think it shows up tooc good overhead. Ollaly WEHSE:
I have some copies here for you.

The Transwestern system carries gas supplies
from primarily the San Juan and the Permian Basins to
markets in New Mexice, northern and central Arizorna and
the California border. Transwestern does not own
storage. We are connected to one storage facility in
Texas, the Keystone storage facility.

On this map you can see that we have 18 major

ARIZONA REPORTING SERVICE, INC. (602) 274-9944
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251 pISReEl ey Aidlcilicd JeMpreascEd,, SlaldiZich meiEaEs
where we buy the power from the utility.

Turning to the next page, specifically in
central Arizona, we connect to six gas fired generation
faeillikivss We* dlsor grad condcetedt tor twel lolezl
distribution companies with six active delivery points.
We do not reach into the scouthern Arizona area, into
some of the areas of the gas outages that vyou are
diilisiehissiimgl tluilst mormialg.

But we did think it was helpful to show you a
picture of what was going on in cur system. And really
I will echo many of the same themes of Mr. Cleary.

During the recent winter weather we did experience

impacts on the Transwestern system. We didn't lose
power at any of our compressor stations. We had
SIpREHEyl tol soavie! oiliE cdusitiomers.e Ands Fel domialawEch 56

make customer deliveries out of line pack, kut we did
experience the same phencmena of less of supply in the
system.

And this, Mr. Cleary showed it on a table form,
this is a graph form of the same scrt of thing. What
yoni SEer Lolokiisngl Sis o SRl geaphs 658 Bl Rafgeme Cn the

left=hand silde! s plletEilng! it MMBEUL the mecetipitst dmds e

ARTIZONA REPORTING SERVICE, INC. {602) 274-9%44
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deliveries on the system. And aleng the right side you
are seeing the pressure on the main line of the system.
This is not in the central Arizona area. This is along
our main line in New Mexico.

2And you can see that fer a pericd of time during
the gas day of February 2nd, nearly 400,000 more MMBtus
waere going out of the system than were ceoming inte the
Transwestern system. As a percent of Transwestern's
limesr palgkk gn a goeod day, we have Fous bl af gasi inl the
system. We started into the winter events on
Transwestern with about that amount of gas in the
sysitem. S& L6 pesceant moEs gas wast golnaq ous of the
system than was coming in for a large part of the day on
the 2nd of February.

Aol ISy oidleiest 1@ tHe findilsSeay, wel RS DRy
to learn all the impacts. It was, that loss of gas
supply was split between the San Juan and the Permian
Basins. There were some anecdotal informatiocn that that
was power outages, that was freeze-offs, but we are
stedl UL €xging e laadm and. Workd with. alll tie inmtercdonnaet
parties to understand what all the problems they
encountered in putting gas intec the system.

Luckily, on the western part of cur system in
the central Arizona and the California border areas, we

had good pressure on the system. We never fell below

ARIZONA REPORTING SERVICE, INC. (602) 274-9944
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main line were affected and impacted some of ocur othex
customers.

So in sum, really I will echo the comments of
Mr. Cleary. For us it was primarily an impact at
maraging te serve otr dustomers out off line: pack during
the winter weather of February lst through the 5th. We
don'tl Hawe a storage: regouree te count! om im the
Transwestern system. And we did that by allowing
customers to draw gas down out of line pack as long asg
wel Wwerer abilel tior canifinticl tel oporatiel our compTession;: te
pusht @si much. gas to the Newr Meéxico and the Arizomal areas
tol Kecpl predssmacs Uy as Leomg as wel aauléd.

Thank you.

GHMN.» PEERICE? Thank vyou.

Okay. Now we will hear from UN3 Gas.

MR. PATTEN: Good morning, Chairman Pierce,
Commilssicners. Michasll Patten onl behalf o UNS! a3

As you know, UNS Gas serves portions of northern
Arizona as well as the Nogales’area. UNS Gas did not
cxperience anmy’ retaill customer eutages: orn curtailimenits
as a result of that cold weather event a few weeks ago.
We did reduce the gas flow to the UNS Electric Valencia
plant down in Nogales as a precaution, but that

reduction did not have any impact on the UNS Electric

ARTZCONA REPORTING SERVICE, INC. {(602) 274-9944
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customers either.

We have provided information to the Commission
regarding our emergency plan and other guestions that
Commissioner Kennedy had. And we do continue to monitor
events l1ike this to help us prepare better for the
future.

We tThought rather than a presentation here we
wailldi havr® Approprilate peoplel Lo answer Che' giestions
you may have. And we have brought Mr. Nathan Sheliley,
whe 1s the general manager 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 transportaticn systems for
UNS Gas. And we will be prepared to answer any

questions that ycu have at the appropriate time.

Thanks.

CEMN. PIERCE: Thank you.

Okay. Southwest Gas.

MR. BROWN: Good morning, Chairman Pierce,
Commissioners. Justin Lee Brown on behaif of Southwest
Gas.

We welcome the opportunity to provide a brief
presentation teo the Commission, providing an coverview of
Seme! of. the alreddy written responsest that. we: have

provided to some of the questicns the Chairman,

ARIZONA REPORTING SERVICE, LINC. (602) 274-9944
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presented through letter format.

With me today is our vice president of gas
resources, Bill Moody, as well as vice president Gary
Clark, who is the southern Arizona division vice
president. They will be providing an overview from a
gas supply as well as the operations perspective on the
weaeher Zellavadt Sveme: ofd Chel lsin of Ecbhntisiayy B ofthiens
have already touched on.

Thank vyou.

MR. MOODY: Good morning. Is this on?

CHMN. PIERCE: Press the button.

MR. MOODY: There we go. Good morning,
Chairman, 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
oparations side. We will keep a brief presentation here
but attempt to give summary answers to all the
Chairman's and Commissioners' guestions and the letters,
and, of course, he happy to elaborate if this disn't
enough information.

First off, we are here to discuss the loss of
natural gas service to our customers in Sierra Vista and

Rilelsion!. And none of us wants a customer outage. In

ARIZONA REPORTING SERVICE, INC, (602) 274-9544
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trying nct to lose service. And we also do significant
planning investment about service restoration. And we
AFS geilg T rallls aPatns bethl of THoss Thidgs! Codery:

We regret and understand, having been in the
customer side of the business awhile, a customer without
gagl isl JGgEY.. Mk Thide"s th'e ond OF Thait SCEEP. You
can't make him happy because you already took the
sEEvEcer awlaly« It thiilst dags,; thleaees sk & laE JfF avildenss.
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
thelir feelings on the matter because, when we put our
corporate logo out, we understand we are providing a
SlelEil EIE:

I think the causes of the outages are pretty
well established. And I am going to give scme detail
that some of you have seen in separate meetings about to
put perspective around our Arizona weather event. This
sliilde’ simpilly mimics! whiat: eur pipeline supplilers! hasre
told us about the supply basins. And we experienced
every single problem that they described.

Bentek 1s a research firm that does national and

internaticnal gas research. And they sent a market

ARTZONA REPORTING SERVICE, INC. (602) 274-9944
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alert out after the event that kind of put in

perspective what the production loss means to all of us

in the gas community.

of the gas supply for the entire nation for a day.

is a big number. And a bcf

5.6 bof" natbftenalily’ gt 10! percent

It

of that was in the three

basins where we purchased our gas for our Arizona

customers. And 5o a bcf of
until afterwards when we go
perhaps even the sellers of

certain whether or not that

Think of this as a

gas loss means we don't know
out to purchase that gas and
that gas to us are not

gas will show up.

very real-time situation.

Hold on just a second.

COM. BURNS: ¥
¥ diffFerdent.: S0 ==
MiRE: MIQ@IPYE We
more copies if you need

COM. BURNS: 8

CHMN. PIERCE:

have been morphing.
one.

need one.

Theughts == hadd 58 alireadyy buth it

We have some

Thank vou.

We' hawves got: ones hielrel

MR MOODY: Okay,, okay.
CHEMN.- PLIERGE:: Thank’ youl
MR MOORSESR Thanles got.- Thisk loolesd similals to

the one you saw in your office,

We now know the numbers greater than 50 -—-

report was

50 power plants offline.

ARIZONZA REPORTING SERVICE,

www.az-reporting.com

done very quickly afterwards --

yaersk Okay.
this

but at least

And Texas experienced this

274-2944
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peak gas burn higher than any time in their history. In
the meantime, out here in Arizona and across New Mexico
we are having one in 60 year weather, which is beyond
any of our design parameters.

Ler Pl EhialE idnl perspedtivey; Eher groen hbaE s the
one in 30 year weather event. I have been working at
Southwest Gas for 30 years and I can tell you that that
bar kept getting warmer for my entire career until this
year.

The blue bar is the actual weather if you went
to the weather service and looked. Then when we order
gas every day for you, our customers, we have a very
sophisticated modeling system that takes into account
humidity and wind, all the things tLhat might affect how
cold a customer feels or how a dwelling may react to gas
so we know how much to order.

And Lhat red bar really puts in perspeclLive this
weather event. Those of you who are in Tucson, and my
compatriot, Gary Clark here, runs tLhat division, when I
talked to him that day it was cold and it was windy, but
Lhe words wers you can't beslieve Lhe wind. Angd that
proves 1t out. In Tucson, Arizona, we had 42 degree day
effective weather compared to a design or a 30 year
event of 35 and a half. ThHak sk a Lok colider,; Mok jJilsit

that little tiny red bar. And notice that Phoenix,

ARIZONA REPORTING SERVICE, INC. (602) 274-9944

www.az-reporting.com Phoenix, AZ



Dominion Energy Utah
Docket No. 19-057-13
DEU Exhibit 2.07
Page 24 of 144

G=Q0000E=11-~0068T OPEN MEETING Q3402 /2001
24
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wigdt PReeni®. 1 dever fFalt I this dald an that dag
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So the gas company reacts in the way that we
(o= Our gas buyers on February lst, we see that the
green bar i1s the gas we actually took. The blue bar is
what we ocrdered or tried to purchase from our suppliers.
And the red bar is what was scheduled. And scheduled
means that supplier and pipeline and customer all agree
that that gas was put intoc the pipe. Obviously the
problem is the difference between the red and the green
Tismies,

But in answer to the Commissioner's question,
did the gas company react to this event, you can see by
the blue bar that we ordered more gas than we expected
Weilkidt SidiRE W T Gy addl Meled i ASE/AE e DellgEml 8
the pipeline as well as account for the cuts that we
knew were going to occur in the basin. And in that blue
bar it includes all firm purchases. And in some cases
that was beyond the capacity we would normally ocwn on
our pipeline. So we actually purchased capacity from a
seller so that we would have it firm all the way to our
giahee!:

And then what happens is what was described by

the pipes. They have a responsibility to tell both ends

ARIZONA REPORTING SERVICE, INC. (602) 274-90644
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of the pipe if the basin is not performing, either we
akECE ot Gadlsfn'gf ot gaich il oy STthNpeSid GAiShy yioURER qqa's
is not showing up.

Another issue that occurred was adwvanced
warning. And I want to assure the Commission we
absolutely had advanced warning. We watched the weather
forecast multiple days in advance. This was a classic
cold ewvent, 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 dealing with that. But
as I told most of you separately, you are paying us for
judgment. And we exercised our best judgment. We also
have 24-hour monitoring of our system. Distribution and
Ehe® infllel® pressurest that- are’ at- topics here® thulst merning,
we understood what was going on there.

Andh thent wev allsio? Féceiver routine” pipkeline
communications.. By tariff, part of the agreement is, if
wel haFFel dl proBlai 01y WEWE IMPSEFtamitdy idl thidgl cadey If
the® pipeldine st ewperiencing, there ared ai number of ways
wel Woulidt 1SEEm Ghied S et gt Ut liffdl. OFS ¥t SHeh
of the people invelved in purchasing gas every day have
oIt G Joce thd FPN SR O lgold i CHE? 1HEl paldies i
El= Palsie'se lbineds ind TWCsh linieis Thewnd dor thigiths Thdats iIs
paEt: off their: gad biyging pFaecesgs. They can see things

were happening.

ARTZONA REPORTING SERVICE, INC. (602) 274-9944
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M RS SEmed iirer thieh pHiplelsitlics Rsisiielsy WS
waEIMiRg . Tl Ehdlst ddisie thiel SO6E standst fom I strained

dorldittilar,, whbiche meaimst tliel phpeliner antd=iphitesl thiesy may

have a problem, and they signal customers. And we try
el ey FETELionl. A tildeit G BlEsnisl AniEe) Sb SlEiltsiiciahl
operating condition emergency, which is the worst
possible condition, which i1z we are experiencing major
difficulties of scme sort. And those are typically
described to us. And then we have ongoing constant
communication that stretches from the pipeline through
OUET Gaet Motk EektiiMg] FACHISIEMSS! el Fhed dEFElLS et

Now, none of this meant outages were certain.
We don't run out and turn pecple off on the guess that
people may go off.

So now I am going to hand this over to Gary
Clark, who is your vice president of operations for
Theisant, G vaklks a LiteEller bist: Akt whidt: hiSfppehlehs i the
AferFtiddl divisaad.

MR. CLARK: Good morning, Mr. Chairman and

Commissioners.

Southwest Gas does indeed have an emergency plan

manual and a winter operations guide that we follow on a

regular basis during the cold weather portions oif our

year. We attend the winter operations meetings that the

Commigslenn seifst Iy amolnds el Sdtoberm thimel EEaifies ANd

ARTZONA REPORTING SERVICE, INC. {602) 274-9944
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wer taker tThosel mestings wery Sariouslys And Wear leok It

ouxr operations. We look at all aspects of cur pipeline
systems to try and ensure that we will have adequate
capacities to sexrve our customers.

I will begin on the morning of February 2nd. At
that time, as Bill has indicated, we were looking at the
weather, we were looking at pressures from our telemetry
systems on the pipeline and we were anticipating that
there cculd ke potential problems if there wasn't some
recovery of pressures on that pipeline. We met together
as a management team. We locked at our curtailment
plam. IZnd wa Insterusted caFfalin mMaEhagemant peciile &
make calls to customers and alert them of a potential
curtailment.

During that process, many of our custcomers
voloptarily wie bad sltesrnats gedvicea wemtE frdm Datmssl
gas to an alternate energy source. And at Fort
Huachuca, the base cooperated with us and put out an
ordier gt alkl, tHermosStatst wonldi Be lewmered e
appromimately U degress duriag thls cold weatllew eveiit
to help us out.

We tock those steps. We also looked at some
modeling that had been done previcusly that would enable
us te see what would happen as our pressures and the

demand on our system, if the degradation occurred that

ARTZONA REPORTING SERVICE, INC. {602) 274-8944
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we thought in this weather event would occur.

And lastly, we implemented, per our winter
operations plan, the process of having our field
personnel out at critical facilities starting at 10:00
p-m. that night throughout the night te monitor and make
sure there were no mechanical issues that would occur as
a wegilt of whick gelldl wEathen.

In the mozrning 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 that pressures were dropping at a significant rate
and that if it continued during the morning peak that
there would be outages.

Similarly, in the Tucson area, on the Houghton
Road system, this was the system that we were
particularly concerned with, it services approximately
150,000 customers, and what you see in this graph is
ultimately as a result of this event, the areas 1in blue
arer the custonmemst thate wel alttimately LeosiE asi a reswuliE of
net hHaving cncmgh dapadéity in our distribubien sysiem £o
serve them.

Immediately following 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

ARTZONA REPORTING SERVICE, INC. (602) 274-9944
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event and the Tucson event and subsequently kept them
informed as well as other members o¢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
California and asked for assistance of getting personnel
ot thels wahp o come to Tudsenm te Fssist In PEFEIFLING
service to our customers.

That restoration event began immediately upon
the outages. We began by having to go and turn off
meters to customers. And ultimately the restoratiocon
efforts, once they began, our first service restoration
attempt was completed at all customers that were lost
within twe and a half days.

During this time period, we were very busy in
communicating with various media resources to keep them
alerted to what was going on during our ocutage. We
immediately released news releases and ultimately
initiated and responded to 376 media contacts. As a
result of that, we communicated both in Tucson and
Sierra Vista.

Haw. NS REGhE e §fF IMFareas EhEE A Silairl
Vista they have no television media within that
community. And, therefore, in Tucson, we were providing

information to Sierra Vista, te the Tucson media. But

ARIZONA REPORTING SERVICLE, INC. (602) 274-5944
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it was nct making it down to the Sierra Vista customers.
So we relied heavily on giving updates te the Sierra
Vista Harecld, the local newspaper, and multiple radio
stations in the area to keep them apprised of what was
goidg il witll ouxt ef'Lorve.

We also participated in news conferences with
the Pima County Office of Emergency Management. And in
Coeltitsed Cotmityy we' Wore! inl Jonstadit dontacat: whlthl thiers
emergency services manager and representatives of the
public service agencies down there to keep them
informed.

As a result of all c¢f these efforts, we feel
that, from.a field perspective, everything went as we
had hcped. Service was restcred as quickly as possible.
However, several recommendations have come out of this
process. And briefly let me go cver those
recommendations.

We feel that we need to develop a system teo
capture field infermation regarding relight locaticns
and estimated times. This would give our customers
up-to-date information as per when service technicians
woald: bet kneckihngh enl theixl deere. That: Wwast the sidgle
Hilggest denicern' FHalt- ouxr dlsiComerst had, whenl Wwill. F6U! be
at our house. And we feel that we will investigate and

try to implement a system that will enable us te do

ARTZ0NA REPORTING SERVICL, INC. (602) 274-5944
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that.

Secondly, we are going to look at the potential
of predictive dialing technology.. In Tucson, We were
able to partner with Pima County's emergency management
and use their reverse 911 calling system to put out a
message to our customers. And that was a one time
opportunity te 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
cngoling basis.

We need to look at the correct way to utilize
the spread of social media in our communications stream.
We recognize that this today is an important opportunity
for us to pursue and to see what opportunities are
there, again, to communicate with customers.

We want to loock at software which will update in
an emergency, technology on our website so that that
informaticn is current and accurate and ongoing.

We need to look at implementing an on-call
system for other departments that aren't affected in the
outage, including scme of our corporate staff
departments, so they are avallable on an on-call basis
te assist operations with techneoleogical needs and other
areas.

Right now we have discovered that in our

ARIZONA REPORTING SERVICE, INC. (602) 274-9944
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endifmeer=iirgs Sfred,d ol mapst ahd® nformeticnt: deoaisintt
Erarbiliartiet overt te® U customer: geirvicel siysiiemt So we

neaed to lock at the potential of getting those two
systems to talk to each other.

And lastly, we are going to look at implementing
a notification system within house company-wide to
ensure that all of cur departments are aware of an
outalge® im' a* particullar- areat so" they aren'ts schedulini
MadnESRancet off a8 critidald syStiem® O anthimgd ellbg’e™ ats the
same time or in an emergency mode during an outage.

I* wheils thuent R bidleks Tof M.« Mooldy.

MR. MOODY: Moving forward, we have already had
cne= debricting session- witth* our pipeldne provider,: El
Paso, s and* have" been® inl conth'etht with! ollr: supplierEs.

Trust me when' I say there is a big mess of bookkeeping
on the back end of this. Every gas customer who was
parchasinegt gast ot selfllinigs gia'st rtte¥ o phipeiltimes wals
hitting their scheduling system. And we will be working
Throughs Ehets fors af longs time® fod f&ind® outs afl-ds Uhie® figleimest
But, more importantly, I wanted to make sure that you
understood that it doesn't stop after this happens.

Theiss weather® avents s cleaidlyl outisidie® ofs ol
plarning criteria.- So our planning process says that we
will take this weather event, which hasn't occurred in

Helbraai=yZ ne 600 viebhsche wel widlEh pites it bidlak® Srntol ollis

ARIZONA REPORTING SERVICE, INC. (602) 274-9944
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planning processes. And it will directly impact ocur
long—~range forecast for velume that our customers may
require, our firm capacity commitments on pipelines and
infrastructure improvements.c And that's probably the
mest important one. In a moment I will comment on
storage. But alsco understand that we are in constant
discussions with cur pipeline providers. We build a
system and they build a system and they have to
peacefully interact in order to serve our customers.

Sof there® isl a lots of wewrk- That- fs* going: tof occur
from this. That's part of a routine process that we
don't just do for winter preparedness. In my department
we will do it ten years in advance because many of these
projectss avel sighuaPitcaniti

An example of that would be storage in Arizona.
Nowyy Il realiidel we' agrel switchfnd! away' & Fittilles bitl from
our customer communications and our gas purchasing. But
this was a question on everybody's mind. It has been
kilcked" around- in Arizona" for a long time.

As utilities we responded by forming the Arizona
Storage Coalition in 2007. And as kind of the storage
activity maybe lost a tiny bit of momentum, we are still
ailsls workimngl ont it. Commigsion Staff was involved. We
keep them apprised. And generally this occurs following

the Picache Basin.

ARIZONA REPORTING SERVICE, INC. (602) 274-9944

www.az-reporting.com Phoenix, AZ



Dominion Energy Utah
Docket No. 19-057-13
DEU Exhibit 2.07
Page 34 of 144

G-00000C-11-0081 OPEN MERETING B0 2014
34

And political issues, I wish I was as eloguent
agt Ml Cleary, on. the' graind, those'! political- igishles

revolve around the important work ADEQ does. And brine
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injection- 18 an issue, where we are putting water back
into the groundwater. And I am not a scientist so I
can't comment on that. I just know it is an issue. And
then, of course, the municipalities that were affected
by sgalt that was evaporated that needed to be stored
somewhere near Eloy, they also were out there working.
So Mr. Cleary said it best. There i3 a lot of
constituents around gas storage. But the question we
were asked is would it have solved this event.. And the
answer, without being deflecting, is maybe. Generally
storage improves zreliabildity.. T think: every utility id
Ehed 0ate st ont Fecomrd® (Fuais s wicltll impronsed melljitalhhcliqitzy
The guestion is where will the next requirement be and
will the hardware system adeqguately support that. But
that should not slow us up from pursuing storage. We
algireet wi-ghh eveRyoner Ehaty qast ins Dhel dbaited its? ark
important asset. Many states are making that play.
Pitpaiilig s Ts wiiddh concilardes obwr digcardizilon wia-th
JEit: a8 balshic® plilctiieeis Thoses gfcen Nineash Fepredemts B
Plasiost syltenmt iin' o sitatiels Ands in® af senigiels iInd estence
that red line plus the green line that comes down' by the

R in Arizona is where Transwestern would be.

ARIZONA RFEPORTING SERVICE, INC. (602) 274-9944

www.az-reporting.com Phoenix, AZ



Dominion Energy Utah
Docket No. 19-057-13
DEU Exhibit 2.07
Page 35 of 144

G-00000C-11-0081 OPEN MEETING 0340242021
35
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that 1little red box represents the Picacho area.

Sc all cf our pipeline systems are around that
area, and there happens to be salt there. I heiies tshait
amnsE off Us® wiled wealed TT yolk werHes =T g= couplie® of
Commissioners were in the legislature back in the days
of Copper Eagle. That was gquite a bit bigger political
mess back in those days.

S0 that's what we are up against for something
that we support and would like to work on over the next
three to five years.

CHMN. PIERCE: Thank you. 2And we will get back

to Southwest Gas with guestions after we hear -- let's
hear from Natural Gas Storage. Then we will have public
comment.

MR CROCKER: Chairman Pierce, Commissioners,

Jeff Crockett of Brownstein Hyatt Farber Schreck
Fppearingl Codayl fouh NESY ErPfessgsi

NGS Energy is developing an underground gas
storage project in this Picacho area that was shown on
Mr, Cleary's slide as the Arizona Natural Gas Storage
project located near Eloy.

I weould like to introduce, if 1 cculd, some
folks that are here with me today. FaurFat Luces igd the

president and CEO of NGS Energy. Chad Whited is vice

ARTZONA REPORTING SERVICE, INC. (602) 274-9544
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president of project development with NGS. Deirdre
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Mccaffrey is the managing director of this project here
in Arizona. Also with us here are Daniel Pastor, who is
from Tetra Tech, who is involved with the permitting and
environmental issues around this project, and then Jim
Bowe, who is with Dewey & LeBoeuf, outside counsel. E
am going to turn it over o them in a moment but I would
JjusiEs sayl d couple’ of- words' abouts thiks.

We have heard that natural gas storage or
underground natural gas storage would have improved
system reliability 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
congider the question if not now, when is the time for
underground natural gas storage.

We believe that the circumstances exist today
that are ~~ there will not be more favorable
circumstances than exists today to get a project like
this done. And we are working hard on this project in
Arizona and we invite the parties to work with us toward
the goal of having a more reliable natural gas supply in
Blied Staitded of: ASaszoimmah

WHERS Fhiafed 1= Glurnd ¥ oviels Fof Danis whe! hials® gots A
PowerPoint presentation.

MR. PASTCR: Thank you. I am happy to be here

ARTZONA REPORTING SERVICE, INC. {(602) 274-9944
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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 engineering
consulting services specializing in the development of
underground natural gas storage projects. And our
purpose, our role in the project is to support the
facility permitting, which is fairly extensive, Lo
ensure énvirocnmental' compliance,, and wes also! support
water management and geotechnical engineering for the
development of the project.

And I have personally worked with NGS, which is
the' pa¥ernt’ cofpany o' A¥igdgna' Naturdl- Gagl Storage,.: 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
develowed; the Windy Hill project in Colorado, which is
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 guick summary of underground
natural gas storage. I think most people have the idea

Hows Hs Weriey Buly cdoehti-aldsd itF 5 gaVernt Sterage’ i
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salt, so in a salt body that has suitable properties.
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There is the dissclving of a salt cavity for storage,
which is then taken off of the interstate pipeline
syistCemss plaideds ns thel sticohalgie’ eavrernd ands tthen' dirawns o f
whenever it is needed. B el dofies imB gl vienyl satle
manner. And it is widely used around the country.
There are abocut 400 natural gas storage facilities that
stlot'e” gas! undergrotnd’ in' thes lisi s bit- none in¥ Arilzenal

So¢ just briefly, why is it needed? I think we
have talked about why the need is here. F:E iis® s
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 generation backup to renewables. S0
as additional renewables come on line, there is a neesd
for gas storage and gas fired backup. And it also helps
with the operation of the pipeline systems to make that
more efficient.

In® plaittsirclfiaEs yioue codie siged ons Bhe® girafphtret Hivere
there are a number of states shaded in gray where there
are no sources of natural gas within the state, and so
the state is dependent upon pipeline service for its
mraERIEaNA gralst

So specific to the Arizona Natural Gas Storage

project, we have Ttalked about Tthe Picacho Peak Basin

ARTZONA REPCRTING SERVICE, INC. (602) 274-5%44
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near Elocy. That's where the project 1s located, about
midway between Fhoenix and Tucson.

Ands thed faeiilddyy Feselifr I wanteds tov givwve® Jafets d
quick overview of what the components are. There will
be eight storage caverns that provide a total capacity
ofs 207 b  AEEN Cheis dEoVidas! fons (Y to¥ dnel haf: gert dd:
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 1s a little brown halo around
that, that circle. That's actually the diameter of the
davernss wihere® the® gash wirld!: bew sterad® uidergric' s

In* Fdieertiicht,s TheTes witll= Bbes Ui Da 508 Dre-ned ploid's;
which we will %falk about a little hit later, and surface
Faldislesgi=asy  IMCR IENTIGH giice JONpPTroocions o delfinrest thied gas
into the caverns and then redeliver it back to the
pipelines.

This is gas fired generation, so net dependent
upon any other source. We have plenty of sources of gas
there® at- the' faeildty.- Ses it is* net subject- to
emergency conditicons, plenty of backup gas supply there.

The facility alsc has a water intake structure
that will take water out of an adjacent canal. And then
there are pipeline systems that connect this facility to
the pipeline infrastructure.

And specifically they will -- the project

ARTZONA REPORTING SERVICE, INC. {602) 274-9944
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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 Paso pipeline systems with pipeline laterals out
to two power plants.

So just briefly, a question that we get all the
time 1is how are these salt caverns created. And the way
it works, it is pretty straightforward. Water would be
taken firoms ans adjacent’ Jerigatdiont danalls No* dhemdaatls
are added to it. It is just injected directly into the
saltts bed, dissoliredl the', dadty Justs lilked yous wonuld
dilssol-srel Jablal sallds ik a2 cup! oft watery sathllraites? the
wastter,, And' then' thats water igf oieillated: badks upr tol the
surface where it is diverted to some solar evaporation
ponds where the water can be evapocorated.

Another guestion that we get a lot is why use
evapcration ponds. Well, there is really only 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 have looked at that
option at the site and found that there are no suitable
Ingectilon’ zowes! therer ats the' silte® bencaths the! salt for
that water to be disposed of. We have alsc looked at a
poitentiad- zoner abewviel thel salt,r buts there! are' concerns
ableut: diispiosals intiol that: e rall hbigcaliser 58 dilreeitlly

underlies the regional aquifer system and it runs the
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risk of potential salt water intrusion into the agquifer
system, which we can't hawve.. And that would definitely
be something that would be a concern to Arizona
Department of Environmental Quality.

There is also an issue from a structural
standpeoint about injecting water above the salt in that
it runs a risk of potentially damaging the cap rock
SiGEUctuEeE ond Ghie® steomsalgie! vielss'eflh thats youl grel pulittingl the
storage into.

So for those reasons we don't believe injection
is feasikle at the site. Therefore, we have gone to the
evaporation pond opticens.

So the construction and operation of an
underground natural gas storage facility is highly
reqguiliaitieds oths aite Bhe? foderalils FeNEts a5t welllld FsF Ghied sbate
level.

The overarching agency for permitting of the
facility would be the Federal Energy Regulatory
Commission, which takes the lead authority on that. The
ENES? peefgces st iIn8 thied prref=isliitngs piroeess? wiksht FERE We
have been in prefiling for a little kit over a year at
this point.

The other lead agency that gets inveolved at a
federal level is the US EPA. They provide permits for

the solution mining steps, so the injection of the water
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to create the caverns.. We have been working with EPA
and have submitted an application for the last three
Frfeletion: permats forr ChisF ghi-fiel= Ands Chat"st underwaly.
Those permit applications have been in for about a year
now.

Therel ares other federailh enfitile=l thats asre
involved as well as state entities. So the Arizona
Cepartment of Envircnmental Quality has an aquifer
protection preogram that we are working with them on to
ensure that there is no leakage from any of the brine
ponds or leakage from the well casing during the
solution mining step.

One other interesting aspect of this project is
that, given the size of the embankments for the solar
evaporation ponds, we alsoc have to engage the division
of water resources for a dam safety protocol te make
sure that we can construct those embankments safely and
have a permit to deo so.

We are also regulated by the Arizona 0il and Gas
Conservation Commission as well as Pinal County Air
QIREIMACE Gonrold DhSSHEENCE:

A few other folks that are involved as well --

I isf af longs lhsgts off £olikisly anads Shat'st whiy permhstting

onel ofl these® profectist takes® ginltel awhille® ~=* iS5} the
Arizona State Land Department 1is involwved. There are
ARTZONA REPORTING SERVICE, INC. {602) 274-9944
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somes propertiess there' that the® sater wouldis the faciilaity
would be located on. And then, o¢f course, we go through
endangered species and the potential for any kind of
cultural resources in the area, to make sure we are nct
going to have negative impacts on any of thoese resources
through development of the project.

So- thiagt st ab gtk summaEy? of= The' projeiet.s Next
Jim* Bowe® withs Deweyl & HeBoeuf! wisldlh tallies af lafetlel bik
more’ dbouts the benefitss of the® projects from' a& comuercial
biafstssh

MR. BOWE: Thank vyou. Good morning,
Mr. Chairman, Commissioners. Jim Bowe of Dewey &
LeBoeuf for Arizona Natural Gas Storage. And I want to
thank you for the opportunity to speak with you' about
market area storage in general and the Arizona Natural
Gas Storage project in particular.

T Uhink® Uhel roalsem myd clientt dsleeds net ol dappede
here 1is steorage has sort of been my life, which is a
depressed, sad commentary. For" the= lasth b« yearst T hawve
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
undertaklen by Naturalt Gas® Storage,s by NGS Energh.

First let's talk definitional terms. Market

area storage, which is what I am going te¢ 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 regquirements can be satisfied in
substantial part by storage withdrawals.

Ideally, market area storage is located in the
hearts of the market. It happens that the Arizona
Natural Gas Storage project which is planned for Eloy
would be located convenientliy between Phoenix and
Tuegson, in the heart of the Arizona market, providing
about as good a location for reinforcing the' gas
delivery structure in the state as you could imagine.

What wvalue does markel area storage bring? In
other markets that have had the benefit of market area
storage for decades, California would be one example,
Michigan 1s another, the New England northeast states a
third, the availability of maxrket area storage has
permitted long-haul pipelines to be sized to meet base
load requirements, average requirements instead of
having to be gized to meet peak reguirements. Those
peak reguirements can be supported in large measure by
gas® wi-thdeawals: froms storage’ Faoildtdes.. Thdts proswri-des
real efficiency benefits in terms of pipeline design and
sizdnygl.

Arizona has had the luxury of being able to rely

for its peak day and peak hour reguirements 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.

Hi'elSe St clahdnsielc® ifsida® oW be¥ menSsainith Snedifdciisyg o
pipelines for deliveries on the peak day and during the
peak hour, particularly in extraordinary weather events
or* i the® event® of- infrastruetiure” upsetiss ¥ whigh can® cgme
not just because of freezing weather in the winter but
because of a major power plant or group of power plant
outages in this market in the summer.

I want to make sure that it is clear that the
soTtE O exdurstonme Thidts Philsh area= Dad® oW deail= wisth
resuktin'gt From cold® weather” dould® justt™ aisW aaistislvl® resirElt
from® the® lolss™ ofs aF niimber: of= solwces™ of" supply” inte" the
market during the summer which could lead to a loss of =z
great deal of power generation. And the consequences
would be pretty significant for the state.

The awvailability of pipeline capacity into the
state that allows the state to meet its peak day and
peak hour needs has really caused the utilities to defer
committing to gas storage. And that's why we have been
talking about this now for a long time. I have a sense
of deja wu. I was here in 2003 in a gas storage

conference convened by the Federal Energy 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 Storage project for a certificate to develop a
project up in the northwestern corner of the state. We
have been talking about gas storage in Arizona since
everns beforet 2008 Herel wes dres ggiadnts Budys ash my
colleague pointed out, now seems to be the time for the
commitments that are required tc be made.

Where it exists, what does market area storage
do? What does it allow the gas infrastructure teo do?
Over the short term and the near term, market area
storage can support service on the peak day. T2
provides physical insurance against disruptions cof
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, well freeze-offs, things
of that nature. It can also compensate for sudden
spikes in demand, gas fired generaticn suddenly being
called upon in large quantity. It can provide overall
system support so that a system in need of additional
gas supplies, as was true in the Tucson area, could be

supported in part by withdrawals and displacements of

46

gas from a market 1like Phoenix that was better supplied.

Over the longer term, market area storage
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permits more confident reliance on gas fired power
generation. Given the lcad fouling characterxistics of

GieR fireds powei= goHCEAFTOM s It 1 e JOUFCE oF

incremental generation for the foreseeable future in
this® part- of the country.

The awvailability of market area storage permits
more efficient Operation of the long-haul pipeline
systems, of the local distribution systems connected to
them, and of the regional energy infrastructure,
including gas fired power plants as a whole. Over the
longer longer term, having market area storage would
allow more efficient sizing and operation 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 state. 50
over all periods, having market area storage in place
would offer a physical hedge to gas T.DCs and power
generators and to other major consumers of natural gas.

There &are price benefits as well, which I won't
get into now but would be happy to speak to. Having the
availlability of storage in the heart of the market
Alowsl goul ol be¥ 28 JSETEad hbids 1ogiat o ab priicel tdleer Ehan
would be true if you had to go to the market in the peak

hour for an additional source of supply. And it also
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allows vyou to reduce your exposure to being long gas and
having to dispose of it when there is an opportunity to
store the gas rather than sell it at fire sale prices.

S0 there can be real gas cost benefits as well,
but here I want to focus more on reliability and
security as one of the major wvirtues of having market
area storage. And this is not new. This is something
that has been recognized in a lot of other markets, as I
mentioned, California, Michigan, the northeastern
states, and most recently Alaska.

I am working on a gas storage project in Alaska.
It would be the first one in Alaska being developed in
recognition of declining deliverability into the
Anchorage and Xenai Peninsula area. The Alaska, or
Regulatory Commission of Alaska had to wrestle with some
of the same issues you have to wrestle with having never
had gas storage in the state and has approved the Cook
Tnlet Natural Gas Storage Alaska project to support
deliveries in the Anchorage and Kenail area because of
the benefits market area storage provides to maintain
system reliability and stability.

Arizona has been discussing this, as I said, for
a long time. I went back and looked at comments that
were filed with this Commission in 2003 by El Paso

Natural Gas and, at that time, Copper FEagle Gas Storage.
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The same essential points were made in the presentations
that El Paso filed with this Commission and made today.

I poifrfes oupd I palrtilctlialE Bhats i 1s! genemallilsy
reccgnized that where market area storage is awvailable
the customers can meet their peak needs through storage
withdrawals, and that would allow for more efficient and
gosh afffdeiibres dmds Feililabillcy sEthlsifaetsdlent o maskel
needs.

I wanted to see if we can go to one glide just
to give you a sense of what graphically having sterage
close to the market can mean. Obviocusly having storage
close to the market here would have helped. I think
theEes il ool el disalgrcemient. amlonly alll Ehe) pawrticilpants
in this proceeding.

I wanted te show you something that I had
personal experience with. This is a salt cavern gas
storage project called the Southern Pines Energy Center
Roclat=clet it MSISHESISHIp Rl Vel ciliddes e 2hies Bt
market. There were two hurricanes back 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, or the major withdrawals from the
steorage facility, for three days this storage facility,
which had emergency backup power generaticn, was on line

and able to supply half a billion cubic feet a day to
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the Florida market in place of offshecre platforms that
had been shut in and processing facilities that had been
ghre: 1, Ihg prpelilge that was Pupplyifg Flerlda,
Florida Gas Transmission, actually wrote a thank you
letesar e My cllient fior haviae aelbuglly beom Eheng and
having kept the system up.

Half a billion cubic feet would be what this
pEoicEE could e, Bg @ ils cunmenEly deshigmed, €8 dhRfjedE
gialse aEilgiis HiREe Ehe hepsEm el Ehe e ek

Just recently, just last week TransCanada
Bigselldenery e 2 oo Jame) i B wemssitemsm @mnit asike
system. That reduced the deliveries to eastern Canada
and ncortheastern United States by several
hundred million cubic feet a day. The system was able
Ee segpend wilEh gas sBopage. lLloeabed fa Milchiceem auel g
Ontario and in the northeastern U.5. to maintain service
e Jdll ef the maiow maelketss, Soeludiaeg Cha Wew Yerlk €ty
market which is supplied in part by Canadian gas.

Having storage close te the market was the difference
between a problem and a very seriousgs problem for one of
the most populated areas in the United States.

So perhaps that is enough to make the point that
market area storage can really make a difference and
could have made a difference in the excursions that

Depfiizemal eal® wprteh FHelrwmemesy iste, 2mé, Sied,
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Now, why haven't we gotten there yet in Arizona?
Weall, there are a number of reasons. Bfs,y 4Dt &S
expensive. No gainsay in that. Developing underground
gas storage, particularly in this part of the country,
is costly. It is technically ¢hallenging; although, we
are confident in our ability to overcome all those
teeimical. elallefges. And, in fact,; domtrarny Tt what
has been suggested, we have not encountered any
signilficdamt oppositieomn to the use of brime evaporation
ponds for the management of brine that would be produced
in the development of these caverns. THas isl sHmply det
d CoELoEE clhlfepascEcmuzdbion @ Bhile Sdeuettien.

These things take a long time to develop, which
Leads 76 Te Ty Lifall poRitity Widl g soaqminsd. a8
commitment. This project will take two to Lthree years
fren the BEs 45 receiyes itsl pemmiliss e gon Ehe First
cavoEn dn placer andl ba abla e dnjcct e Silesit
decatherm of natural gas.

We need contractual commitments from the market
irn order to proceed. This is not a cost free axercise.
It is a risky exercise, In order for in infrastructure
improvement to be undertaken, the market has to commit.
Hnel &g s Erue fof anyg long-term relafionship, Feally,
commitment is c¢ritical. The customers need to execute

long-term agreements for services that the project would

ARIZONA REPORTING SERVICE, INC. (602) 274-9544

Wwww.az-reporting.com Phoenix, AZ



Dominion Energy Utah
Docket No. 19-057-13
DEU Exhibit 2.07
Page 52 of 144

10

1

12

13

14

15

16

17

18

19

20

21

22

23

24

25

G-00000C-11--0081 CPEN MEETING G/ 62 S R0L 1
5

pPrHOVIdE: They need to be confident that they won't be
second guessing making the long-term commitment to gas
storage. They need to be confident that they will be
able to recover the costs that they incur in subscribing
to gas gtorages AlL of those things dre crltlcalily
important for the customers.

50, to close, what needs to happen and permit
this project te happen? All stakeholders have to place
value on the insurance policy that market area storage
weuld prowide. ALl needl o recognizer thaty thea frxes ride
that Arizona has enjoyed on the pipeline systems is
essentially over. I just Shouwld ot B ddceeptabllas €6
go forward planning on continuing to depend entirely on
growing pipeline supplies given the conseguence of
having those supplies not be available. Market area
storage can hedge against that.

The LDCs and power generators need to be
encouraged to plan for the future. They necd ta be told
that if they do sc and they prudently commit to capacity
in a market area storage project, they won't be second
guessed having made that commitment. They need to be
able to recover their costs.

With the contractual commitments that we have
been discussing with the Arizona Storage Coalition for

more than a year, in hand with this Commission's support

ARIZONA REPORTING SERVICE, INC. {602) 274-9944
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amdt WS thiel coniEinticdl cdoopoFaziont off Ell Basar Nitanrasl
Gas, which has been very cooperative with this proiject
i thel past, thel Arizonal Nothimait ot Stordge! prencet: ¢an
result 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 FERC permitting process. With the support of the
markel, with the support of this Commissicn, we can move
that process even more quickly, and we would like to get
ol wEsEht St Thiawks Yol

CHMN.» ERERICH: Thank vou.

Okay. Whalt we are geoing to do is we are going
ol E3der & pdakt fat juishs & mdaiiiEe: BuUiE B anllyy hefier DR
Pozefsky from RUCO from the public. Are there any
SlcSESdS o flSiRalst WaRel == FEd dntwdlrcdl Semet == thias Weilkd
like to give public comment?

If not, Dan, if RUCC would like to, we would
Hikel gonk tel o8l abilicl Fal delic! Up Jadt Maker Fours pllele
comment, and any other members of the general public
Ehat aker hdlFes And: thenh & WiklER take o prEeiake.

MR. POZEFSKY: Thidnlks ygoiy MEs Cnaitciman. Daniel
Pozefsky -- by the way, gocd merning, Commissioners,

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

have got scme wvery short comments. I shouldn't hold you
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We have been also informed from the various
folks who have been talking, some of them about what has
been going, so we have been following it, too. And, of
course, we are very concerned, especially about the
outage. In fact, we were really surprised at how
vulnerable ratepayers are under the circumstances here,
which really amounted to what I would say is a slight
change in climate, which if it was in another area that
was eguipped for it, we wouldn't even be having this
discussion.

But it does raise the issue. And, you know, it
brings to mind that certain things probably should be
done, such as the things we are talking and discussing.
And we look forward to that discussion.

I did want to say on something that -- a
comment. And I heard it alluded to in the El1 Paso
pifesentaticn. Andl thiat sl thatl we thinld ate Lemisie,y at
Bhlg] Weey Loasitk,; It thiss peoint thae she Tosalss BUel shiaitlid
puE datikenall gas plantsi ok Fhet cEiltical ITnfErasttEucEuRe
WiLSHS SOy whicnm GEhemel afer Rolblincy blfaclyontEs) enr Eackey SR
rolling brownouts, our utilities don't get power cuts,
because when plants go down, it affects the interstate
supply of gas. for we thinkk that that'st something ath the

very laast thatl we shewld s CthinRing abouml smpw=ay.
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Audi Ehat's) all T have. Tadnk Jol

CHME. RIERCE: Thsms yeu. Sl 6% Do
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 guestions, and we can get into some deeper
presentations, although I think people pretty much made
them, but what I would like you to do, if we could, is
make sure we have everybody who made presentations,
let's get close to a mike, use the tables that are here,
because Commissioners are on the board with all kinds of
guestions T am sure, and we would like to do that as
efficiently as possible. Then we will go to 12:30. And
then, if there is more to go, we will take a lunch break
and we will come back. Qkay?

All right. We will take a ten-minute break and
e gom WEEEl By fildEsiE mps

(A recess ensued from 11:30 a.m. to 11:50 a.m.)

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

Here 18 what I would like to do, and if we could
hold it to this. We have an order on the beocard as far
as how everybody has weighed in. And what I would like
te d6, lnstexd of hawving any af wd go toe leng, what I

would prefer is each of us as Commissioners maybe take
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five minutes, then pass it on to the next one. Then I
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WHREE s ceoter Filghitt hielele int thiats ordias,; & Shats worlks
for everybody, until we are done. We will get to
everybody's guestions but I would like to give everybody
a chance to take a breather and let someone ask a
quEsElam: WIS tEhigts Wewrk?d ANEN mighiE.

Here is the order: Commissioner Newman,
Commissioner Stump, then me, Commissioner Burns, and
Commissioner Kennedy. And that's established strictly
how fast they got their finger on the button. We will
sigdhv WwHikEhL ==

COM. STUMP: Like Jeopardy.

CHMN. PIERCE: T don't know if someone wants to
continue a presentation. That is not my agenda that

walys bttt I séelilllE &eist lifldes yout alusieds myf term mabnmates),

some did not, and that you have said guite a bit. So
let's -— and I know we have, we have Commission Staff
Ree,

Thanke yony everyeone, for hieingl Rere.

Sof e thienel 8 Al guestilohy EoW Sigaltt O & SEFER,
i thieyy hea® seomethbings amels theyy meodl tor maker tshel =ecoid
clear for us, if you would please join in.

Commissioner Newman.

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

Good afternoon -- good morning -- good afterncon

ARTIZONA REPORTING SERVICE, INC. (602) 274-9944
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to evexrvyone. I appreciate this briefing. Thank vyou,
MiEs Chaisemany feE selicdinline thiiss hedging.
The first thing -- the reason why I am geing
first is, of course, my name is Paul Newman. I am aka

Fast Draw Eddie Felson and a very good hustler poocl
player. S E gots g Eliges el bhick: hilEEam.

Ther FHRSET Ehdmigl I Gelidl LiWe! tof sang £5 Glhats 2040
of these presentations show that the energy system in
the United States i1s a system that relies on other
systems. And we are an Integrated system. And 1t was a
unigue, well, it was a unigue weather event. That many
plants going down in the midwest, the power conditions
in the midwest were somelhing that I know that all the
regulators in the country are very concerned about.

I Just came back from a meeting In Washington
where this was a subject. Although we didn't have
extensive conversations about, about what happened here,
there were extensive conversations, as you know, about
San Bruno and other issues, other safety issues on the
pitpeilkdiler thiaits seEts off hawer A hilghtew prloRityy il termsl of
Ul SasEcyy Reowm MilvEeiSl dri thel colimivsys Buts thisst iis
certainly, bkecause it is an incident that occurred on
our watch in Arizona.

And as some of you may know, I represent

southern Arizona, or at least I am from scuthern

ARIZONA REPORTING SERVICE, LINC. (602) 274-9944

www.az-reporting.com Phoenix, AZ



Dominion Energy Utah
Docket No. 19-057-13
DEU Exhibit 2.07
Page 58 of 144
G-00000C-11-0081 OPEN MEETING 03/02/2011

58

10

il

12

13

14

5

16

i

18

19

20

21

22

25

24

25

Arizena. I repreéssnt. the wWhslex sfafe LUl I aw the one
Commissioner who lives in Tucson, was a former Cochise
County supervisor and lives in Bisbee and knows the
SigREE iSED dnead wWenmg welkds S B amk venEp == L Kncig A
lot about the neighborhoods where it went down, talked
to individuals that were affected. And it is a serious
{on bl

The biggest complaint that I got was the turn on
peried, asi hew Leomlg i took ta tieEx ons Afnd Cha Silrst
guesidom I Rave, there scems fo bal a discfepandy. I
beliave the representative from Southwest Gas, I forget
who 1t was, could have been Mr. Clark, could have been
Mr. Mcody, but there seems to be a discrepancy about
whether or not everything, all power was turned back on
between -- in two and a half days. I thought I heard a
statement that said that it was two and a half days.

I alsc have in hand a copy of an Arizona Daily
StaF Fepert. Afid,; by tThe way, I wias doWil id TUdsen

during this peried, so I experienced all these

cdeirditione . Modi T hawey et == ny gas! dildn't gel omeE
Bacaussr I deh'E IiEe 4R Chal FOETRLLILE. K Ldwex I8
central Tucson. But there is a discrepancy between this

twe and a half days and what I have seen some reports of
as long as six, seven days before power was turned on.

ESF Shatt 2y SENMER, ShEt i ookl shisn o Jecm

ARIZONA REPORTING SERVICE, INC. (602) 274-9944
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days? Which is the true statement?

MR. CLARK: Okay. Mr. Chairman and Commissioner
Newman, my name again is Gary Clark. Ards Leits metl ==y Ee
address that gquestion.

When a natural gas outage occurs, three things
need to happen. Fimsitlyy wel hakwel el gl ahicd Wilskilte ey
home and literally turn the meters off so that there is
ne' JPPCLTUNLEy few af Wisafe: comdition Tor Taleds plade
within that home. Once all meters are off, then we must
go back and purge the distribution system and ensure
thaite wet haize: 100! percents: maftiEratll gidst haeke imt thait
distributicn system. 2And then once that purge is
complete, then we begin our relights. That's where our
service people go to each home, knock on the door and
resteore service to our customers.

What we are seeing, Commissicner, is within that
two and a half day window, both in Sierra Vista and
Tucson, that we had made our first attempt to knock on
every door and restore service to customers. L st ombs
pPoliiiay thias AEte® thats SRSt dttenpts Wel Pegitn
immediately thereafter and make a second pass and knock
on every door that customers weren't home the first
time, and then we make a third pass. If a customer
hasn't been home for all three of those knocks on the

door,: thend We leawe I doo¥ tag. We give 4 specifide

ARTZONA REPORTING SERVICE, INC. (602) 274-9944
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number for that customer to call and our call center is
Bt Sl Milcnt Thiels okl demics? Pnt Bt Baesy
immediately dispatch a technician because they recognize
that that customer is within the outage area. And that
technician then is immediately dispatched to that
customer’s home to restore service.

Specifically to answer your guestion, there
could have been customers who waited longer than the two
and a half days because they weren't home and we had to
go through the first, second, third. And then they were
reguired to call in. And it could have been we had
customers that were gone for the weekend perhaps on
vacation during this event and, when they got home, they
saw a door tag, they called and service was restored.

But by and large two and a half days is when the
FEESHES tilmer we knoelkiedl onl everyl deer taols plade.

COM. NEWMAN: Did you do a content analysis in
the! Siemza Vista andl Tucsont sceast ds! tor —— o dididi el
have time or manpower to do a sort of an analysis of how
Lomigg Es boblkd foiE yoll tef dgets Ewo—tlksRdsl ofs thieh hfotisEst Wp)
or do you have any graph or information regarding that,
or can you provide the Commission with that material at
another time?

MR. CLARK: That will have to be, Commissioner

Newman, that will have to be provided at an additional,

ARTIZCNA REPORTING SERVICE, INC. (602) 274-9944
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at an additional time. E cOfR"EE hewel thiaiz= daita® fShighte 15
front of me, but we can get it, yes.
COM. NEWMAN: That wasn't one of my criginal
qUiesh=icnlcl Bhiads K s =0k Yous Bl &5 jesHs = R ¥, =ohe 1

want to understand this discrepancy and to have a
content analysis of -- it is not ftThat many folks. L ic!
could be done, I know. Sor T anil agkding forr Shiats:

MR. CLARK: Okay.

CEOM+ BURNS:T O the secomds isismwe, wiith. cegards te

storage -- where is my storage gentlemen? Right
ThicEes == thidrel gl Al lSagl hhlsiEcryy ofd debatacs Abeums
storage. I haven't been here for all of it. I have
only been on the Commission for two years. But,

ironically, in one of my first meetings after I was
alceizaldl twal yeales! agiey T metl Wit Ell Paslkr Galst effnedadis.

Where 1s the El Paso folks?

MR. CLEARY: Right here, Commissioner.

COM. NEWMAN: There vyou are. And T was told --=
Ehidhite ot A5 Phich 2 Wast MEs S ERonh Rallitchy
Develcpment Group, eminent lobbyist, former chief of
staff of Senator DeConcini. And z gentleman who I don't
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 lcoking at a

rotential of putting storage in the same general area of
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the Picacho Basin. BAnd I was rather surprised by this
PRSI e Hnds M8 WISt ofek of myi RikEsiEs 8t K SSildiy omes o= mig
first meetings.

But it was categorically said to me by El1 Paso
what lcooked like the same general area of this Picacho
Basin -- it is not really the Picacho Basin; it is, the
peak there happens te be Newman Peak, believe it or
nct —-- right below Newman Peak, and not named after me,
but I was told categorically that they spent, made goocd
efforts, spent I really don't know how much money but
when corporations tell me they made good efforts, T
imagine it i2 into the millions of dellars, and they
said. they couldn't figure out a way te get gas storage
there because they were concerned about peotential
pollution, if you will, of the groundwater in the hasin.

Now, what does E1l Paso have toe say to me about

EhiaE=d st thideer Jnigonat hSEel gqualidFiled tol E=hilks et

that?
CHMN+» BTEERIGE D sSpeald htEa Ehier mullkis, pillaasey
MR. CLEARY: Sure. Mr. Chairman,
CInim-SSHlGeEs =

CHMN. PIERCE: Just go ahead and slide it over.
It will move.
MR. CLEARY: Let me take a stab at that.

I, Commissioner Newman, was not in that meeting

ARIZONA REPORTING SERVICE, INC. (602) 274-9944
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at that time; although, I was president of El Paso
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Natural Gas and' president of- the” Western' FPipeline  Group
at that time.

T dloin'itd re@allids e Ehiafes wae T think what T
racall was our conclusion, after spending, and the
number which T mentiocned in my presentation, $40 million
for two storage fields and in doing some test wells in
the Picacho area, that we were concerned about the
ability to inject the solution brine back into deep
water reservoirs due to the geology. And T think that
was the tenor of the comment, that we couldn't figure
out a way to do a traditional stcrage field where vyou
talke® the? solluth‘on® miniingd awmd! infects il deept That led
us to explore. And I believe NGS has this wview that the
correct thing to do is to, when you remcve 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
witl let NGS comment as to whether they see it the same
WaY.

CHMN. PIERCE: Okay. And after we do that we
are going, 1f you don't mind, Commissioner Newman, we
will jump to Commissioner Stump.

COM. NEWMAN: Gary, Jjust c¢ne more guestion, not
on this issue. I just want to make --

CHMN.» PTERGE:? Nal: we® arer goline to! dome? baclk:

ARTZONA REPORTING SERVICE, INC. (602) 274-9944
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But we are almost ten minutes and I wanted to keep it
five.

COM. NEWMAN: It #s! hardl Eam e Rhlewel afcy a
lot of guestions.

MR ERSITORS T just wanted to confirm that was
the finding of ANGS' detailed invesgstigation of the
gubsgurface, that there is not a suitable brine injection
zone for underground disposal.

COM. NEWMAN: Okay.

MR. BOWE: I might add that although, as
Mr. Cleary mentioned, the traditional approach to
dewveleophiinsy saltl cavwerml Stiorage isi te disposea of preodused

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

15 48 dewe, it Has Deem dans by use of surface

evaporation ponds both in this country and in Europe
successfully.

T expect that this month FERC will certificate
another salt cavern gas storage project to be developed
im Uiaht gatlliadt tiver Macmmt Gash Stolagel PEeyact. Lt
edlilelsl Upom sUffaeer asvaporatiom peonds.

While in the best of all worlds you would
dispose of your brine underground, the use of surface
evaporation ponds for a variety of different purposes is
well understood. There are a lot of them around Arizona

and elsewhere in the west.
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COM. NEWMAN: Okavy. I guess, Mr. Chairman, you
would like to move on now?

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

Commissiconer Stump.

COM. STUMP: Thanks, Mr. Chairman.

I have argued for years that we need natural gas
storage in Arizona. And perhaps in the face of c¢risis,
the 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 occurred so far,
could someone please outline for me the history of
attempts to establish storage, what have been the
obstacles, why has this not occurred, and, secondly,
what we as Commissioners can do, as you see it, to help
make this happen.

MR. MOODY: I can certainly give you the utility
point of view of that. Of course, the first and most
important thing that occurred was this Commission
established our opportunity with the preapproval or the
infrastructure policy statement that we believe serves
angy Rl off ChfRastrrctnlmes policy.: Ardl Dl S oTE
developers of potential projects are very well aware
that we can put a project together and bring it to the
Commission.

So in our history we have looked at individually

ARTZONA RERPORTING SERVICE, INC. (602) 274-9944
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a5l culsEomeEs. And I am going tc be loosely speaking for
myy Folhlerd WHELLAERESss WS don'F kReva SWemyitthriing Sach

other does, but, honestly, serving the customers of

Aridlzonialy wel Work FahElyy lkokieilhy together. And a project
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i pilg s godamg 9 take LA sl Fof O pillawy I4 dedew wo
plavd Eal .

We went through -- El1 Paso had two or three
separate offerings. The variocus stcrage providers'
representatives in this rooms, some who have spoken,
some who have not, made presentation. We looked at LNG.
We looked at aboveground compressed storage, kind of
SYeEFLEing thal: Wag availablas ouws: Chéges. IAAd patarslly,
when there 1is no reliability issue, cost is a problem.
And what we tried to do was, A, you want to pick a
storage project that you believe can be completed as
stated, and, B, is a good economic deal for your
customers. And that would lead us to come to the
Commission with preapproval. S0 we believe that on the
Commission's side as cohorts in this that we already
have that structure in place in order to present a
wekbislomialisiicl phsdijaehs.

Ther AFizoneat Sirorddgey Goaliticn: workst dEdilgently,
that's all utilities in the state, works diligently with
each project within the confines of we can't do prices

and we can't do volumes because we have got national law
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against us on that one but we can certainly talk about
il GReEcts dndt Thdersttands them a5t 5 gEsup det Yhal 46
is simple to make sure that we get something we really
J=i5keRNs

Rgd: Thieml, fiaallligy thed develdpersiy L belklssmer ==
mowy al Lol of thutdl dawat igl Jifgddicisesl gal Jouk dioim "Hl Weaikis
to take any of it to the bank, but everybody who is in
the State of Arizona recalls what happened when Copper
Eagle first came up. We were actually hearing that a
temperature inversion would asphyxiate us all. I mean
Savate"FE hlow! Fal ollis cff gleilismors &S gloHs.

Sor thierel st av large ceonstEitueney oufshiidel of
this, am I going Lo be able Lo see Lthe sall, is salt
poisonous, is it making my groundwater bad. And that's
the things that people who produce permits and do
pleliiiEEicEilt lobbyfaey hakwes bidem atstomdiingy Eak

Ik hawel been: ot ohesl jlokh Ghas paiEiicilaes o),
now for seven years. And we have been talking about
SiFoEates Boid Sl yJeamst o Kis Sof G 55 & GEERRCTNNS frm
to crack, and everycne you have heard frcem in this room
Jomk Rlaver sigioleerit el inl bezhl o Fhigskel aiFemlas).

Is that adeqguate?

COM. STUMP: Yes. I appreciate that. And it
sounds as though the takeaway from today, too,

ME. ChdhlziEi. ME. Hoddy, s thal one' dees see & gireatcs
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alignment o©f stakeholders and potential markets based on

the event that occurred earlier this

MR. MOCODY: Absclutely.

COM. STUMP: And last guestion for now,

Mr. Chairman, with your indulgence: How key was

e i ESREREE.

Washington Ranch in averting even a worse disaster? I

know it stayed on maximum withdrawal mode to offset loss

of cdustomer’ suppliss.. BUWE cenlld yout outlilmes birilafilly’ fthe

role that Washington Ranch made in averting an outcome

that ceculd have been worse?

MR. MOODY: Chairman,

Commissioner Stump

send that guestion to the El Paso folks?

CliMie SIEWUME: Yes,

of course, of course.

MR. CLEARY: Mr. Chairman, C¢mmissioner

think it is a matter of degree.

The shortfall we

y Mmay I

Stumnp,

faced

on February 2nd and 3xrd was about 600,000 and change of

devatherns.. Whenk I tallkceds ghouts guEr kel paels biehmn

dicipiciEeldly I BNy tools over® ai Ewerday porieds WM 000

decatherms o©f line pack diminution, that is withao

beilnlyy FeStoEedy 508 provildel tol el lowh presiswEas)

ut

which

of course created problems an the Southwest Gas system.

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

Washington Ranch.

I

So I think the short math is that had Washington

Ranch not been operating at that level, you would

ARTZONA REPCRTING SERVICE,

www.az-reporting.com

FNi®.

(602 274-99

Phoenix,

have

44
AZ



Dominion Energy Utah
Docket No. 19-057-13
DEU Exhibit 2.07
Page 69 of 144

10

15

12

13

14

5

16

L

18

1S

20

21

22

23

24

25

G=0000DE= =@ Es OPEN MFEETING 03/02/2011
69

seen probably a day quicker or maybe a day and a half
quicker. And they would have been more severe. You
Enoew,s we' cobld wedell it ¥E yout arst really inbdresteds in
it but that's my quick accounting look at the answer.

COM. STUMP: Mr. Chairman, Mr. Cleary, had there
been natural gas storage in Arizona at the time —- I
recall vyou were one of the speakers ~~ it was unclear as
to how that might have mitigated in the specific
circumstance.

MR. CLEARY: ¥ Ehimks ==

CHMNL» PIFFRGE: I would keep going in order.

MR. CLEARY: -— the exact impact of storage
perhaps is not ~~ we haven't done the modeling. But,
again, to look at the rough numbers, the storage
projects that I had on my chart in the market area were
between 400,000 and 900,000 and change of
dElsTEE Sl A

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 Gas Storage
project, or at 400 million, I think that would have
shored up significantly. It would have put us in a line
prack neutral mode and, in my view, on a broad look,
probably would have averted the problems. We would have

to model it to give you a precise answer, but if you say

ARIZONA REPORTING SERVICE, INC. (602) 274~9944
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the premise is ins and outs have te egual on the
pipeline, that wculd have gotten us there.

COM. STUMP: Okay. Appreciate it.

CHMN. PIERCE: Thank vyou.

Amdd = aml == L Wani o) tallls dbendl seoret off tle
leiiilferst T el goEEam Froml ok FoashtlEmamts,, o
customers. There is a lot of frustration amongst those
who -- and there is frustration amongst those who would

blame it on Commission rules concerning green enerdgy,
that we are not doing other stuff in energy efficiency
Eegitieinel thist gea Gisket lagsl matiEadls dgiatsl. St B gfE EHS
interpretation and the understandings of tThese policies
FESE il Gredtion.. Ands T Eeld) thtinlgsl awd T Shiffmlkds goshyy T
need, I need to respond to a lot of these e-mails and
letters. But there is so much to explain on how we
work.

And so I have sympathy for what you have been
Eingl to gol Ehuowghy beadansel k Fealiddel ThHat s piailiie
JOsHE WEREs sinviiclely WRAteRETptedy sEiRwHCE. TRat'sh Whaae
they want. And some of them, well, they want damages,
you know, and -- but here is why. Here is a statement:

It would seem That the ACC should reguire at a
minimum that each utility have a well thought-out
clisittomes n'eBiEficatileom systtemt #m pillaeel il adWwaneel that

would include media and all appropriate public safety

ARTZCNA REPCRTING SERVICE, INC. (602) 274-9944
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ancl gkt rFailchranz omEREdicist iinl Shie! events off semvikes

disruption of any size.

I am wondering if we couldn't put in place a way

to, and this is for Southwest Gas, Jjust as, and I have
used this example before, just as when there is maybe a
Eomiz=alllansml fikaes awdt Sveryy neidiipoEig] filrel deparEment
comes, it is all hands on deck, couldn't there be an
agreement between Southwest Gas, UNS Gas, and octher gas
providers that have personnel that, 1in an event like
this where we are going to have several days c¢f people
witheout natural gas, 1s there a way to speed that
process up, and when we take -- To put all those assets
fogether 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 I have
hegirds Ehiasd yweul wanish Eol piise i pildded Sol thley peopier Wil
know, vyou know, when am I going tec get turned back on?
The primary guestion, they want to know when am I going
to get turned back on.

And the second one is 1s the company doing
everything in thelr power. Now, the company feels 1like
Ehieyl dildt swaRyshbEingl ik Shickls powers Bilss E Ehudidkd Gk thie
future, if there is an incident like this, we ought to
Hawel somes Sysithene i pildide ol BorEew® dsislcisdl, pespilsl, =

get this job done.

ARIZONA REPORTING SERVICE, INC. {602y 274-9944
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Is that something that is feasiblea?

MR. CLARK: Well, Chairman Pierce, Southwest Gas
echoes your concern of keeping gas flowing into the
meters. We want, above all else, to see those meters
continue to spin all winter long. And so when we have
an outage occur, 1t is of greatest and utmost concern
for us as a company.

We talked a little bit about some of the
technology 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 outage where customers' requlators had
to be replaced and therefore they were taken out of
gervicer guadh thenl service Edgteorady

As short ago as a year, the social media did not
play the type of role that we found in this particular
inlefiidiemitts Thilss caught- @syy L gudess te! bael honest, by
surprise. And we are looking into every aspect we can
of our communications to customers to ensure that we can
answer that all important guestion, when will we be
Krodksiiaip ol el dodim el EalsiEome) jouE senwihas.

In this outage, we did something that we hawven't
in the past done. And that 1s typically in an outage in

the past, we would turn every meter off. Then we would

ARTZ0ONA REPCRTING SERVICE, INC. {602) 274-9944
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pPlEge fher entiérmed sifsiteam.: Andi Ehient wer wold! Pegiin thle
relight process. And in so doing, we could predict a
little closer than in this particular case.

What we did here in an expediency of time was to
arer mEtesst tuEdedi o int ened dfed, the pEEGHNG] pEoEeEds
begin as we were still turning off meters in another
area. And then relights bkegan in that first area while
we were purging in a third, or the second and turning
off meters in the third. We thought this was more
SiEilddanits Andt fndeddl 1E goE métcwst ek enly idnl GUkE
opinion, guicker than if we would have gone to the old
method.

We had over 100 people from our company in the
cther states and in c¢entral Arizona join our work force
to handle this outage. We felt that that was an
afiffidilenit numbes off Feailned! pewsennell tol hamidile: thie
situation that we encountered efficiently and
effectively. However, we do have agreements in place
with sister utilities that we can call upon to assist us
sl & mltiale il stiEmatiiont wihleml thilsl siiElatiliori oleichllizs!

Let us take a good, hard lock at that and loock
at what we did in house with our own personnel, how we
could have perhaps brought in other people, if that
would have been more efficient for us. We feel we were,

we exceeded our expectations in getting our customers

ARTIZONA REPORTING SERVICE, INC. {602) 274-9944
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back on in this situation. So we will take a good, hard
look at that, Mr. Chairman, and see what is that fine

line balance that we need between safety, efficiency and
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restoring that service to cur customers.

CEMN. PIERCE: Thank you.

Commissioner Burns.

€OM.. BURNS:® Thanki e, Mes Chaifman.s I gioess
three main points.

The first is that I know we don't have the
people who are affected. The' customers' arel not here
today. ek was! & lomgl diEiive.s Thicyl wen'"ts be! akilet ta
ceme. I don't know if there will be a future hearing of
GHEISE [l 65 e

Bts JliisiE Fo EBhicss obhSE ComimaESuliaRicnsshy I wiohkld
sure like to work with vyou and see if we could find some
way of funding some sort of interactive system where
BNl doiids Raer glomied ait dcdsits Eol 84 plideel Il SHSEERE VElSitHd
and Tucson and we could be actually talking te them and
hearing from them and would like to work with ycou on
perhaps on doing something like that. And if they were
here, you know, then we would actually be hearing from
the pecple who experienced it.

And when I heard that, I called a couple people
I knew in the Sierra Vista area because I wanted to know

what they were experiencing. And when I listened, I

ARTZONA REPORTING SERVICE, INC. {602) 274-99244
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don't remember if it was Mr. Clark or Mr. Moody said,

you know, you already have got an unhappy customer
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because they don't have their service that they want -—
that was Mr. Moody that said that -- well, that's true.
However, I really got the sense from a lot of them that
they just wanted te know more, they wanted more
information. A lcot of them who were -- you know, they
are reasonable people. They understand things happen.
But they said, you know, I am without power, I have got
Southwest Gas, they aren't telling me anything, they are
not telling me anything, I can't get any information.

And, you know, then one of them sent me an
crmaki=d Lreomt StUpewviser CGall; BaEl Galle HESP WaSi voEy
helpful in Sierra Vista. 2And he was somehow trying to
get information at least sent out to all the e-mails he
had. 2And I 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
you, and you said it really didn't work that well
because your system neseds to be updated, there were
elderly people that you don't have on your list as being
elderly so they weren't there. And there just were a

number of e-mails and calls from people that show it

ARIZONA REPORTING SERVICE, INC. (602) 274-9%44
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simply didn't work like it was supposed to.

I know we have talked about it and you said you
want to update it. And T understand there are some
di-fFigulties ia daldg that. BOE I wobld ke tav Kmaw
how you would go apout updating your list and then
MG F AT WESEE RS,

MR. CLARK: Okavy. Thank you, Mr. Chairman and
Commissioner Burns. We have learned a lot about the
PURPA process as we have gone through this outage. May
I let vyou know what takes place currently as far as
PURPA customers.

When a customer signs up for service at
Southwest Gas, either that primary applicant or a
co~applicant, we ask them for their birth date. That's
a voluntarily asked questLion. If Lhey provide us that
birth date, then it is entered intoc the system. The
system then queries poth of the primary applicant and
the co-applicant on a monthly basis. And if either one
of those reach the age of 62, which i1s the elderly
classification for the PURPA act, then it is coded
itemacially il ouE SYsticm &8 2 FUREEN cSitaiieE.

One o©f the things that we ran into in the outage

ig many custcmers of record had elderly parents living

with them. For example, they aren't the customer of
record in our billing system and they -- we have no way
ARTZONA REPORTING SERVICE, INC. (602) 274-9%44
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oifd tEacl@Eingl andt Cnohiing] Gt s it Wadt i e
home.

When a customer calls in to request service, our
SUSHAMSE EHopal awey bEdbiindds ol 29k i thieEcs) adyd SIS,
handicapped, disabled individual in your home; i1f so, we
have an application that we will forward to you that you
egnl fFill. oul anldh FetinErs wWhididaht Wwilll. thlent properlyy dode
this information into our system.

Wel Fecogmaze! Bhals thicrer grel obhlerw Bhings! e
can be done. We had over 6,000 customers in this outage
area ldentified as PURPA customers. And we gave them
PELOEENY Int Edsitoring thieils Service! dnd: goettindg thdhir
gas on as quickly as possible.

COMs BURNSSE I dpprecisite]l thats Mads T
understand there are hurdles even in getting a list. If
someone were to ask, my power company were to ask me mnmy
agiey T Wauldh grgivaply Sy 1 defn'ts iadd ol £l ThisE gl
Butsf i =hich peoplic smowl thisl modsom yout FEc? ASTEMGy o
Erowls & isy gigadin,; It isi just: Zhomt: cdommunicacion, EhEs
is because, in an outage, we want to be able to take
galre? ofEf yeonlly thicml il mialsest semislier Fnd! thienl thicyy milghtt
provide the information.

Buts Ehiecs Wwidreh dthler® Ghitngist gohlng)y only tokks Yo
know, when you read the e-mails, space heaters sold out

verly guldiely. There! were: contacts: wilth? SSNEG, thehisr

ARTZONA REPORTING SERVICE, INC. (602) 274-9944
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cliccttimiicl priodidier=y Tl maldel Simer welwerl theyy godng tal ke
able to -- cbviously there was going to be a bigger draw

on electricity. And they felt comfortable there. But
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all those things going on there teach us all about the
things that need to be addressed, just like space
heaters being sold out.

F Jisvs dwamceal B0 JUmg sidk AdE =— o, A SRR
questilonl beforer T move! tel that. one. I probably am out
G mgy BEEE Sanoes.- o2 of cher thiagsl T RIafd,, Ghe
a-miadl wagsl Chal Souchwest Gdas &niplojees should hiaks BeEm
working around the c¢lock, not just daylight hours. Can
you respond to that?

MR. CLARK: Yes. Mr., Chairman and Commissioner
Burns, we have found historically that we work as many
hiours: as our custamezs arxe comfortabille fem us fel knock
s ChiSile ddEe I Tl FESd WSFESENSDRig e Worke SEEm
UROON Asmbe To 1i:OO p.m. at night. We have found that
after 11:00 that customers are leery of hearing that
knock on their door and responding.

S0 in order to facilitate that plus give our
pecple a little bit of rest, we would work from 7:00
gembe tol L1000 plmis. a2t pdlght and we' comtimued that
process clear through the weekend. ©Our call center was
opened extended hours on Friday. We had a minor glitch

with our e-mail system and we kept our call center folks

ARIZONA REPORTING SERVICE, INC. (602) 274-98544
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in the office answering the phones until, again, 11:00
p.m. when those calls diminished and we felt we could
allow them to go home.

Working around the clock is certainly something
that can be pursued. But we have found, £from our
perspective, that when you knock on somebody's deor
afiter 11:00 p.m., they just are unwilling to respond.
And then our efficiency drops off dramatically after
that time period.

COM. BURNS: I think my time is up.

CHMN. PIERCE: Thiztkd TZonmk

Commissiones Kenhedy.

COM. KENNEDY: Thank you, Mr. Chairman.

BiggiE Lot ms savgy I thEldld L hETes Laamaiiads mores
about line packs and decatherms, more than I wanted to.
And let me thank all the stakeholders and all parties
fon' demiliyl Coday, il dagediallyy £l Paddl Natwsal. Gast avd
ey EOSpeWds) Fd nif USiERSE. [ oG i Warsl Teiay
Lo Malbives T wast it == g wast Theomengh.. &b T
believe my gquestions were answered.

When outages 1like this occur, human health and
safety is really put at risk and significant financial
losses to businesses. And I am concerned about that.

W= SMEti-onbss ol gty JONMMPiEaey 5 SoRalaieitams

before the facts are known is not, was not helpful. L
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believe being here today we are gathering the facts. We
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can't solve the problem until we identify the problem.
I am concerned that somecne in Texas ordered a rolling
power outage that affected Arizona. I am deeply
concerned about that. Without communicating that power
outage to all affected stakeholders, Arizona truly

SR eres.

I dieni" WG the pasis to ooame im Ehel FutdRe.
What we do here in Arizona might be able to agsist other
prowilders! arounidt thie: Unklted! StEatast se! they demn’t Sz6ll
into the same shoes as we did here today.

Again, I don't have any gquestions. But I just
really thank you, Mr. Chairman. I think Commissioner
Burns kind of hit it on the head. We are here Today
sitting in Phoenix hearing from everyone today, but
Those affected by this cutage are in southern Arizona.
And most of them are working people who coulda't travel
here today. And I am hoping that you and maybe Staff
can put together some time, I think we owe il To the

people in southern Arizena, to go down and hear tThem

out.

CHMN. PIERCE: Okay. Thank you.

And we are going to come back in the same order
after lunch. But let me just say we have a rate case

that Southwest Gas has filed. And T tThink in the coming

ARTZONA REPORTING SERVICE, INC. (602)y 274-9944
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weeks we can actually, in conjunction with that, where
we would normally go out and take public comment on
that, we can actually, so to speak, kill two birds with
one stone and be able to go out and take public comment
on any 1issue the public wants to talk about. And I
suspect Tucson, Sierra Vista and Green Valley, different
dmciist liat mayhel gieis dnmpaetddl o Fhier compaity,r st welklh as
other areas of Arizona, especially if there is going to
be discussion down the road and they see it from this,
that there is discussion about storage and to get public
input about those types of things.

Buiz: I Ehiolghizs fions Mishy onidhy Vioul Kolow,r Eraineliy
those meetings, we need to have, with the exception of
gerhiagpst Gredenn Vallew, buti evend int shias ameas it s
handiest for the public for us to do evening meetings.
That is not handy for a lot of the folks that are here
or Staff or others, that we would need this type of
meeting from Commissioners. And I think this meeting
will give the public a lot more infermation, detailed
information that is finally facts, not rumors and other
Eibinlgist thiats slileyf aiFel hidladinlgl, Bus facist sor thieyy
digest those and come to those public meetings,
certainly let us know how that impacted them but, at the
same time, let them be able to be part of what they

S fhe: = e L6 shers mlid sSolatidns would bre, Tao,

ARTZONA REPORTING SERVICE, TNC, (602) 274-9944
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and what they want Co see the companies, the: various
companies dc in the future.

We are going to break for just a minute.

COM. KENNEDY: Efi ol diom 't mimd,; Mo. Chdlzmemn,
could I go over?

CHMN. PIERCE: Yes, sure. L SelBE Y.

COM. KENNEDY: That's okay.

L jHst want €@ gap F den'™s Ehioll Chems Ld aufp
godral hers that E 2 4 Ivge supporters of matiumal 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 natural gas
customers. HAnd I €himlk M¥. Ceaclst® tack ther words
Bighist euEl off myy menlth: If not teday, then when. And I
think Commission Staff and stakeholders have been
talking about it since, I believe, 2003. Tt i1s time we
do samailitomg abowiE LE€.

CHMN. PIERCE: Something to chew about it at
Lurreh.

Commissioner Newman, we need to wrap up here.

COM. NEWMAN: Yes. To the point that
Commissicner Burns and Commissicner Kennedy made, and T

ras godng 9 nakEs Jil fif NeESE pUlail Ef I Iadl snatheas

miiintites tor dor 4, S5 ds mewt == L WLEE maiket it & ma oty
of the Commissicn right now. I am truly asking the
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Commissioner, all the Commissioners and the Chairman to

schedule meetings in Sierra, Cochise County and Pima
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County.. L thilmk we need te' hear firom the! cilstomerss We
have letters; that's not enough. T EmEiild Ehas sl
executives need to meet with the customers.

I mentioned it to some of the Southwest Gas
employees that I was going to make this reguest. And it
will give us something to think about owver lunch. But
dgr T krow Shiatf toillldsy womtids Midder tel tablks tel sl ahomnt:
this, there is also that issue of compensation hanging
out. I know there is force majeure clauses in E1 Paso
Pipdliins coRtiadts. BUE I thudls tliey aNgs wapt- Fhat
guestion answered. And they would like us to look them
in the eye, and executives, look them in the eye on that
guestion.

Sof whisthE thiat; I mellke: 8 offidaaranll. I ask for
hearings down in Cochise County, either in Buena Vista
Hilght Sehiowels inl Sicrral Visita: oxn Codhsse' CoUmtyy Boaumds oF
SRS REVEL.S0Fs,y Whilalhs hiFsk at Bllgeels Feont Bk thiass ZAswel I
Am shFEesr Eller Pimal Coumty bioard’ witlll el ask filadl a
suitable place to have a meeting in Pima County.

And. thank. youl se much! for your time.

CHMN. PIERCE: Sure. And we have had meetings
in those 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. L digm s =Rk

that! room will. bes big cnetgh eithers. So wer will dof that
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where we can accommcedabte the public and do it in an

hour -- at an hour that is convenient for the public.

8o that will be our plan. &And we will, we will schedule
that.

And that, that will be like your traditional
town hall type of meeting is how we will handle it. It
really will be the public speaking, us listening, maybe
asking some questions. The information that the company
would provide sheculd already, in my wview, be printed,
published so that the public has a chance te read that
and have 1L awvailable at the meeting sco that they have
that, because, otherwise, we just go back, we start
Eepeasiinygl Thtilnlglst thiaisy 5 Phlesy] Wads S= il Shtehiha higsdl,
they ~-- frankly, 1f I am speaking and if there 1is
something T could have read and known so T could have
honed in my gquestion, as a member of the public, T would
want to be able to hone in my comments and gquestions to
the things that are still unkncown to me.

So we will be back at, let's be back at 12:35 -
or 1:35. Yeah, you got three minutes. L2385,

(B¢ ESgags! afisueds Erom) NZ:03%28 pl.mbs ol 1R300 phsmis)

CHMN. PIERCE: Okay. We are back in order. We

have got a quorum.
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Our” ordexr’ of- spealking. is® we! axel going o' go' back
around with Commissioner Newman. He is not in the room
yet.

Commissioner Stump, do you have anything?

COM.. STUMP: Sure.

CHMN.« PIEREE::= Qkdye L&t jous begiimy dmdd youw are
on the clock for five, approximately.

COM. SITMUME: Wikl e W whEEE molts ==

CHMN. PIERCE: I just wanted to let you know how
Gongreset dogsl it

COM. STUMP: Wow. Thank you, Senator. Anyway,
I mean -- ©oh, I meant Senator Kennedy, but she is not
here.

It was mentioned there could be integration with
the electric sector and that may have been a factor.

And I would be curious to know what sort of integration,
as you see it, might need to occur since I have heard
repeatedly that has been an issue.

I guess, Mr. Clark, I would throw that out to
wonsy orl Mas Meoodyl =7

MR. CTLARK: Myr. Moody.

COM. STUMP: =~ or most anyone.

MR+ MOEDN:E Hel st geimgs tol defer tof mely whidh
might not be a good move,

Communication, I think Commissioner Kennedy put
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ik bresitre IS Dalsior mader 8~ golod= pirosienicarsirons gne TRl
Transwestern will say 1t, as the electric and power

Fndusitrisesh gEtt morer Inttegifatats cspeciailslsyd hewres inh gthe
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west where a lot of ocur generaticn is natural gas fired,
the traditicnal "one decesn't worry about the other' iz
going by the wayside. And there is a national movement
through AGA, NAESBE to change those rules, look at the
scheduling rules. That's one thing, scheduling gas.

And the second and bigger role is for everybody
to¥ understands hewt integravedi thege' systemss arel. This
really doces demonstrate that a power plant in Texas
mights matter” in" Apiveona®s or Californdais Californi'a® had
curtailments during this, too. SeF S 99 oW kgl PhEoR
And we always find out about it when it breaks.

T digin™= Feeld gifeRiitthidardes te® shsgs Hierel ande Hells yion
how to make our way through that except to say there is
an industry effort with the constituent trade
associations as well as being members of the NAESB crew,
Wes haved repragserntatdon- Theres and® wes dos o begts to
proscribe what we think is a good idea. But there are a
lot of big heads thinking about this now.

Ands ¥ alsol defer® tel El- Paciot biecause® thieyl hakries a
AR eFEEts ol R Fhlpkddy

CoM, STUME: S

MRZs MOORY=- ARd® ith gets? baclkt into? the® powers in
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the gathering areas and the gas plants, which they don't
hakied clonErols oareir. Ehtahe"sl anether: domstitilionts thiaktts T
assume is going to work and they have to deal with on a
daily basis.

COM. STUMP: Thanks.

Were you interested in addressing that,

Mr. Cleary?

MR. CLEARY: Yes, Commissiocner.

COM. STUMP: Thanks.

MR. CLEARY: I think one item we would like to
pursue is making sure that esszential gas facilities,
whether it is pipeline compressor stations or processing
plants are on, tc the extent we can, the critical
infrastructure list that the electric 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 to
cxploret thats andt sces =i Fhatth can ket diciel

CeMis STUME: Great. Thanks.

CHMN. PIERCE: We will bounce back to
Commissioner Newman.

COM. NEWMAN: Thank you, Mr. Chairman.

One issue I would like to raise that I would
like to get everyone's take on this, is compensation for
potential damages. Just, I want to hear what all the

parties have to say about it.
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There is going to be a rate case coming up on
Southwest Gas. This might be included in that
discussion. But for purposes of today I just wanted *to
ket the® parziasl’ Inditasaliss n-bi-ads posTlsti-0nss on= semes Of
the consumer requests that we have had for compensation,
missed days of work, things like that. I know it might
ddd= upt Fol & Foth of= Momerdr buts I want' tor ind'td iyl helar
frem® Fhe= foti-ldsl

1 have no predisposition on this. I am sitting
as a judge when I ask this guestion. Who wants to =7

MR. BROWN: Chairman Pierce, Commissioner
Newman, Justin Brown on behalf of Scuthwest Gas. I will
address it for Southwest Gas, your guestion.

What the company has been doing as we receive
claims, we have been reviewing these claims from
consistency 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
cladmsl: it Chey' are! weather® events force  mafjeures related;
we would not be paying those claims. If there are
incidents where, as we review these, where we believe
maybe it i1s something that Southwest Gas did outside 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, would you -- not everyone on
the Commission is an attorney; I am the only one. What
does force majeure mean?

MR. BRCWN: Well, a force majeure a lot of times
is defined by contract. S50, vyou know, as it appears in
the regulations and, you know, it shows the example of
force majeure, it 1s essentially when events occur
similar to this weather related event that's outside the
controll of the! partieg! willdl tri'gger’ af forde® majeure: to
allow the parties to be excused from their obligations
to perform.

COM. NEWMAN: It, not to take God's name in
vain, but, as a Jewish person, but I alsoc heard it
colloguially called act of God.

MR. BROWN: It is commonly referred to that,
absolutely.

CCM. NEWMAWN: Okay. So how many folks are you
in contact with approximately in the service area that
Hasre® suel? allelisis?’ Andl 5 wOW do'B"t- hewved Chatd mimber,: b
understand. That might be something that the Commission
wants, I want. That is something that the Commission,
this Commissioner would like to see.

MR. BROWN: Sure. The claims, the last check

that I, the update that I have received earlier in the
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week was I think we had received around low 40s. 44 is
a number that I remember in terms of claims that we have
been submitted. Obvicusly they come in from different
sources. So as those are gathered and collected, you
know, there may be some that the company has received,
BheRg Jusitt hiadn's mades it tol thicr plensonl thats IS5t Keepinig
track eof those ¢laims: BUL accerding te that persomn, I
think we were at 44.

COM. NEWMAN: And of that number, Jjust
approximately how many are businesses versus residences?

MR. BROWN: I don't have a tally in terms of,
you know, residential customers versus commercial class
customers.

COM. NEWMAN: For example, down in the Sierra
Vista area I am almost sure there were some businesses
that were affected. Pizza folks and people who might
Jhalshs WriEeY SRSt e J50 A badt PUSHNesS empersely TEhiey
doinlds seidhndcallihyy dol tifaisr F Ehinke: 15 youd aFes a
commercial entity. But do you have any idea about the
magnitude c¢f that?

MR.. BROWN: T really don't. L dlom " hekaer Ay
insight into those circumstances.

COM. NEWMAN: Okay. And I think in the Tucson
service area there are prcbably businesses as well along

Skyline and those areas that might have been affected.
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T 2 nes St T am® nots shics o= thic® cidbenth offl e
boundaries in the Foothills where the outage occurred.

And I understand, by the way, that it could have
been a lot worse. It could have been 150,000 folks in
thes Hotughtan® lFne® areats Bits theats thath woulidd bed ofill ==
that's a concern to me. And regardless of act of God
conditiionisie thats sV sSomethtisdgd thath wel are® hiere= tod gt
of moderate and mediate, if you would.

MR. BROWN: SHEER

COM. NEWMAN: So the position tedaw isg% if it~ is
included under act of God or force majeure, you have a
TFegals positdont Thets yout woulkkdn'ts pay! fors iag. However,
you might make further, you might make compensation in
the future, and complete my sentence, if what.

MR. BROWN: Well, as I indicated, as we are
reviewing, we didn't want to cast a broad net and just
say no. That's why, as we receive them, we review them.
As you correctly stated, if it falls under that weather
related force majeure event, you know, the company does
not plan to pay those claims. However, 1f as we review
them, the facts and circumstances associated with that
particular customer, we learn something that we,
Scouthwest Gas, did that wculd have contributed or
caused, you know, certain damages, we are going te look

at those, because we want to make that situation right.
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COM. NEWMAN: Okay. Thank you.

And opening it up to anyone, I am reqguesting a
response from El Paso.

MR. CLEARY: Sure. Commissioner, I think we are
sympathetic to the impacts upon Arizona residential
ctustomers? o this' c6id® wedtHET"® et Buts fomh oudr
perspective, compensation 1s not our responsibility
under the facts as we knew them,

And particularly critical to this analysis is
this was not a pipeline outage. This event was a
failure of gas supply coming into the pipeline. Indeed
we delivered throughout February 1lst, 2nd, 3rd and 4th
every single decatherm that our customers delivered into
our system. We delivered it to them. We deiivered on
February 2nd and 3rd 17 to 20 more than they put in,
utilizing our storage, which was running flawlessly, and
our line pack. And T think we have done what we were
obligated to do.

COM. NEWMAN: Are there any, 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 1s a huge loss of
power for a very important section of the country that
affected ours.. I accept the analysis of what -- and my

responses3 I have gotten from both companies. But is
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there any FERC jurisdiction over this?

MR. CLEARY: Commissioner, I understand that
theret il58 a* FERCE investigations thats i's® going' on* looking
inte what happened in Texas and the interrelationship
between power losses and impacts on other activities in
thef gac™ gectiior« Apdt that'st ongoing.

CHMN.- PIERCE: Okay.

CoM:s NEWMAN:: And' Is® theres Is' it — I just =
is there any -- I was asked by a televisgion reporter
after, after this morning's meetings, you know, whether
orf nots Fheh Commissaont Heel s,y and= It ams onlys one” members of
Ehe® Commassifon’,: Focls® thats therc® showllds bef any fines
associated with this.. And I said, you know, it is too
early to say.. And I know about the force majeure, and
SOF Wwes wisde loalkt db= thats verys clloselsy wasths surs legan:
Staff and pipeline Staff.

Buth ¥sh Bhierc® 28 cliradee® thelts BERE® wolild® gos on? ==
would they leave it to the staltes to deal with that or
woulds thesd Sorth of) corlds tihey® plinpointl domes —— it Chey
did pinpoint a probklem closing so many of the stations,
is there a posgsibility of deferral bhack to Lhe states
given whatever it is that they will come up with in the
final report for a potential of fines?

I realize from a shareholder standpoint you

don't want fines and you are holding fast to your force
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majeure defense. But just given your experience and
vour wealth of education, is there?

MR. CLEARY: I guess I am not sure what the FERC
ar” NERG,» the' electricity reliabilityw ceuncil,s may de- in
this instance. And I wouldn't want to guess.

CHMN.« PIERCHE: Ckay. Commissioner Stump, we
started with you, and so we are going to go to me for a
few gquestions.

To those who, and this is I guess to all
parties, do¢ you believe that a summer incident, where
there would be an interruption of natural gas with the
heat we have in Arizona, do you think & summer incident
would be a greater impact to human health than a winter
incident? If we lose natural gas powered peaking plants
in® the® ledite off fphel stimmer,s wouldt Bhats hes at bifggerier de
you believe that wcould be a more detrimental thing to
human health in Arizona, to Arizonans?

MRt MOODY¥:< I thedk" & Joeralt Insvers I weille
make is it is never good te have a customer out. We are
L1 shootdingd Fors feliamildyl- And* 45 £l #ghs youd know,
as Phoenix can be in August -- I am trying to imagine
being out of my air conditicning =~ it strikes me that
the big difference is that the service re-astablishment
regquirement is totally different.

Filleimibatiac® digieisint'th higswie® oW vaisgisEs viohe® hicimet So
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speaking, speaking way out e¢f my pay grade here, when
your lights blink out and they come back on, the voodoo
of electricity gets my power back and I don't have to
deal with anybody from the company. A gas company, we
have a different burden.

CHMN., PIERCE: I think there would be a much
more, there would be an emergency plan that was
ditfFedenis tham Wwisth! MaTiEall gasl mests destainly.. Buts I
thanld it womldl bel & preoblom, #F ey oFf TS canh Imagi-ne),
because it would -- invariably those things happen when
it is extremely hot, it seems like.

Ankdlk E JNEsiFapl Eal Bltisy By ZndE K wEniE tel Ballks e
just the storage folks, because I had the discussicn
earlier. It was said that everyone believes it would
have been, if we had storage, it wculd have been
limited. But in this situation, T think we Xknow there
is enough storage, there is enough capacity 1if we build
it te¢, I think, more than compensate for what occurred
in this incident, and probably for one that is twice as
Ilofgl ik idickidiemits o MoFcy wWNEhl thist propes amotimis i
storage. And what is being proposed down in HElcy right
ncw, I believe, cculd have handled this much more. And
I want you to comment on that.

MR. BOWE: For Arizona Natural Gas, Chairman, we

would: agreer thiat! hadt the! Elloy faeiLlitsy beem fiallsy
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operational with the capability we have designed into
the facility, we could have provided an awful lot of
precious support in the heart of the market. Whether it
would have eliminated all potential prcoblems I am not
gualified to say. T speak out of turn all the time,

butt T am* noth & hydratilsicis pispelainel hyidieramdiilcl engiln'aets,
but it weculd have provided a substantial quantity of
gataly wellle inl eceEsh ofll thel shiowbEallds theth M Clearhy
mentioned he experienced on the basically input side of
his system right here in the market area.

Effectively you would have been able to make up
for the shortfall. And the facility would have been
able to carry on in that fashion, assuming that it was
built to its design capacity and was essentially full at
the time, for several days. S50 you could have had a
half a billion cubic feet a day of gas being introduced
into the market for several days to make up for
shortfalls in the awvailability of gas coming into the El
Paso and Transweéstern systems.

I guess perhaps El Paso had a little bit more
trouble in Permian than Transwestern did. But in both
cages! tthere' was leskl gad' comirdg: fnl than' was! béing pullad
ORI That's what market area storage allows you to
compensate for. So had we been here, I think we would

have had a different ocutcome.
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CHMN. FPIERCE: Well, and I think it would hawve
been a dramatic difference. And I think it would have
beyond -- and I think natural gas storage will take us
well beyond. And we can expand natural gas storage in
that area, can we not, to how much more than the initial
rhase that you are talking about?

MR. BOWE: It is a matter of money, ©of course.
Bl fortliniaEciyy EoiE gos siBoifdgiely thel economildst biedome
more favorable. 2As you increase the amount of capacity,
the cost of providing the service drops. The upfront
cloEitdsl afey form Ehe pilgalindas infRaeErnd=nee, o the
lLeaghbidng off thel Eadilitias, that gertl &f Lhing. And
whigit: sk ==

CHMN. PIERCE: Thek economsy? S Seale.

HR.» BOWE: TRat's right.

MR. PASTOR: BAnd there 1is also the fact that
once you have that infrastructure for evaporation ponds,
ChERE Jret st foi & clolBtaitm deshlgm [HEESy A SSlgihte—geams
leaching period followed by a ten-vear evaporation
period. You can ceontinue to build subsequent caverns on
top of that and use that same infrastructure there at
the facility.

CHMN. PIERCE: Okay.

MR. BOWE: Tt Ehief JEREVE didculdie v ShEEeElde BE I

ami riesil mitstaldemt == [ @kl leokd tol thel bacld &ff the
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room -- three bcf of capacity, four, and we could go
beyond that, although it takes time. Thiel Feidlit=y is

that the leaching process isn't instantaneous. But you
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could bring storage into the market and then allow the
stondge’ To grow as! thes Market's acedd foFr The Additiomal
insurance grows over time.

And it will because the electric system, as was
indtiidadads eRRliciEy IS SRtraoRdiiaR=itliyl dependent ipom the
natural gas system. And that will become increasingly
fLrue as we continuve to try and integrate renewables such
as wind and solarz.

The' way that is' dome at the bulk power lewvel is
through gas fired dgeneration being dispatched on and
oHEEs; offE Ldkmlels Thel Refaflblsyd fsr thale M Ehuilst pasts af the
United States, natural gas fired generation is going Lo
become more and more critical over time as renewable
portfolio standards, in the case of California, kick in
anids gt obher Inkitilaitiszcesl amel gnmsuields EoF Fediicer shey wsE
0f coal fired generation.

Every time we look at it, we conclude that the
AmMeoUNmE off gast falreldd giemiczraisilont thiat wer arck gledinig] tel be
relying upon is going to increase. That is one of the
major drivers behind the development of gas storage in
the United States over the last decade, is to be able to

load follow the wvariations in demand that we see with
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increasing over time.

As to your gquestion as to whether there would
hawve' been* a greater public health® impdet: from+ the koss
of gas during the summer, I can't speak in terms of
public health but I can speak in terms of the amount of
time it could take to restore the electric grid if there
were to be a loss of enough gas so that the grid were to
collapse. That has happened elsewhere in the United
States, I think it was in August of 2004 in the New York
area, not because of natural gas per se but because of
some other transmission related problems. And it took
several days to get power back on in New York City.

That would be a difficult thing to cope with with 120
degree heat here in Arizona.

CHEMN. PIERCE: Thank you.

And my time is up and we will go to Cocmmissioner
Burns, if you have guestions. By the way, you don't
have to have guestions. But I am going to go in order.
And so you have an opportunity.

COM. BURNS: Lucky for everybody I left my notes
upstairs. I will be very brief. I will just stay on
natural gas storage for now.

T fhetades MR 355F Peatilng gifeaitt. Bth seurdish Jsddek ==

did not know where my fellow, all my fellow
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certainly have got a Commission here who is all wvery
favorable towards natural gas storage and well aware of
Ehiey Bl Hasie prejeeh thatd didmit malke a8 ower by Dulkes Liin
Feolcs Baise.

T was previously involved in that myself. And
in the letter that I sent out, you know, I was
reflecting on Senator Spitzer, or Commissioner Spitzer's
comments back in 2003, 2004. And there were
Commissioners then who were very supportive and wanted
to see us go that direction. And, you know, my, my view
of it has always been with regard to gas price
e Sy - And those were the comments that
Mr. Spitzer had made. But now we see obviously another,
at least I have been enlightened, another big reason to
have it as well. So hopefully we can make some progress
ef S But ¢ Eosw b degalll bE glaaye Sm the delatiilss

Just two other things.

Cne is I just wanted to make a comment. As
Southwest Gas looks at how you can better communicate, I
know you said one of the first things you did was you
merEelned ey e Sreule e sEomerds, And, yet, there were
some specific customers, because there are a lot of
cusihomers, whe ESEn®s FHeoell nmecacdhcd ot Be alE =il And T

know you talked about the reverse 911 that you have in
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the Tucson area that you didn't have the availability
for in Sierra Vista. You may have other clients or
cilsitomerEs: thiaw Liliel i afcasi withemts thel fevarder 91 .
S0 we will be looking forward to hearing how you would
remedy that.

And then, secondly, I don't know if the Chairman
lastly intends to go to Staff at any conclusion, but I
would be very interested in knowing if they have any
comments that they would like to share as a result of
anything they hawve been hearing here.

CHMN. PIERCE: And, well, at any time Staff can
piipe Lm, buti T thind, Commissicncs Buens,; it miqht. Ba 4
good time, then, let them respond, because that will
Wwilpe: ongl gour Shme.

COM. BURNS: You would rather hear from them
than me.

CHMN. PIERCE: ME.. Olsa.

MR. OLEA: Amd: yes, Mr. Chalsman; and
Commissioners, this is Steve 0Olea for Staff. And I
den't hawe angthdsg speeilifiec tel add o Bhe digatssiomn.

I know that I sat in on all the meetings with
you. But one 'of the things that did catch my attention
in the mestingl with El EBaso was thailr stddalhgel thatl tiltchy
hawer and! this: faet thati they had dsead alll they ceoilld, as

far! asl the dapdcity on the! sutputl of that stodrzage., And
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it was about 250. And I am not good with the, with
the -- okay, I think it was 250 million decatherms,
something like that.

MR GLEZRT That'st closdaiat.

MR. OLEA: As faxr as the units. Al EREt sl auil
they could get out of it. But I did ask the guesticn at
one of the meetings, was, well, so did you use all the
storage you had. And they said no, we had gas left in
there. And so my question to the parties is would then
part of the storage problem be satisfied if you could

get 500 million decatherms a day out of there instead of

250. So, in other words, if you had twc pipes instead
din Gt i = K A" kavwr I A IS dRa fiiges o 20
pipes -- but if you double the size c¢f the output from

that, would that have helped, or if you tripled the size
of the output, would that have helped.

Sigls youl knidwy BREL's, yoil Idhnew, & thiowaliE TRt
had. Because we keep talking about having the storage
directly in Arizona, which I know would be better. And
I know from the Staff point of view that we have talked
about, you know, the Luke site as being one ocf the bhest
because it is right in the center of, you know, what is
called power plant alley and all that. But even 1if you
didn't get storage in Arizona for whatever reasons that

was, would increasing the cutput of the stcrage that
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already exists in New Mexico, would that have helped the
sidtuatdions s AlEibdenia

CHMN.: PIERCE: At the Washington facility?

MR. CLEA: Yacish

CHMN. PIERCE: Anvyone, someone want to tackle
Phiste?

MR. CLEARY: Briefly, Mx. Chairman, if I may
respond tc Mr. Olea.

CHMN. PIERCE: Go ahead and pull that mike over.
It moves.

MR. CLEARY: Thank you. The issue at Washington
Ranch is not pipeline takeaway capacity. FEE i
facilities that we need at the storage field itself to
enable us to pull gas out quicker. And really that was
what we essentially propesed in our 2008 expansion.

We were not going to increase the inventory
capacity. That would stay at 44 bef working storage
capacity. But we were going to increase by 100,000
decatherms a day our-ability to pull it out, withdraw
cadpaeityd fFEomt 2508 Bed I50ls Sol wel coulds do thiak. Eogt
some money, but it is probably less costly than market
area storage. But you just have to weigh the tradeoffs
between do vou want the storage in the market area or in
the supply area.

MR. BOWE: Mzr, Chairman, may I respond for
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Arizona Natural Gas Storage?

No guestion that adding additional
deliverability 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
systam. There weuld Be & limie to how milich: youm aeul'd
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 have seen pressures decline.
That's why market area storage would provide a real
EEnieE e

Gnel othiorE REDINES] 1Sk EhElt: sSEFlE cdaverns SEorage
Kast thick VisETcE off warEy,y woemng hikght deillivrerdalpiidisty
zelatisviel ol Thed gmolUnt: of capachityy thiat: isi 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 regervoiix, a resgervoix Like the' Washingtsen Ranch
facility, carefully for various reasons. And you have
ol Limdlss thier dielivweraipillityy gouk dechictier imt ordiex’ to
avoid doing long-term damage to the facility.

A market area salt cavern storage facility can
essentially be opened up full throttle and provide a
whole lot of deliverability almost instantly. So that
is a difference. No guesticn that having additional

deliverability as Washington Ranch would have been
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gets ol off 3 gla'sf stiorage® Facill-tyE righ'ts ats the® hea=tr of
thed mearleet wolllds havie? been: mdrde? helmenll $EiLL,

CHMN. PIERCE: We just have to weigh wheeling.

Commissioner Burns has a follow-up.

COM. BURNS: Yes, one remark, yes. FERC is
investigating this, and T am very much looking forward
to seeing what they find because I am sure they will be
looking into Texas like we can't do from here.

And just, and a very easy guestion for you, who
anils fof A paeeth of ENes Mmlzonad niaitilssaie gost StEorage
coalition?

CHMN.- BIERCE:: You! can' zdigel your' hands® 1€ 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: SR s ZSESH

MR. MOODY: UNS.

CHMN. PIERCE: UNS, Southwest Gas. Anybody
else?

COM. BURNS: Thteriz"sf four= gEoupsy SotFhwests Gasy,
SRP,. UNS, and AEPCO?

MR. GRAY: And AEPCO.
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CHMN.. PIERCE: I would think so, TEP and AEPCO,
because you would think your power, it is a natural gas,
kigist A AiafEuEall gias! geildratbilony i1t s gloimlgi Eor Bed af pEEt
Qs NEy K wionllldd hiaipre.

Commissioner Kennedy.

COM. KENNEDY: Thank you, Mr. Chairman.

Mzr. Olea actually asked my question.

CHMN. PIERCE: Well, thank you, Mr. Olea.

A1l right. We will go back to Commissionear
Newman.

COM. NEWMAN: Thank you, Mr. Chairman. A couple
e st oS, I aml glodng] B gets offs siworalger rilglits nieks,
although this is a long discussion.

T actually belisve after having this discussion
and talking to some of the stakeholders that we have
enough information to know that storage 1is an important
point. &And I would love to co-sponsor with any of the
Commissioners a workshop with the stakeholders on
workshops, on storage.

In fact, I don't evean belisve all the players
are necessarily sitting at this table. In fact T know
they are not. Thare! duel somet orler potchiziiall shipplicEs
in competition to produce storage in Arizona who are not
represented here. They are in the audience but they are

not ready to present today.
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Sef I+ wouklkdh Jukhsl Kike® Geot sy wheis I SN,

Mr. Chairman and my colleagues, I think that this does
merit a workshop with stakeholders, that we work ocver a
period of time on this issue.

My one -- and I have a guestion of storage, a
guestion about communications. You had noted that Pima
County had a pretty robust 911 system. Of course, you
know, the taxpayers have tc pay for that. They were
workisgl Sk &= Eo & longl Bilmes A leid ¢iff GEamESl Glaaks
came out of Homeland Security after 9/11 helped the
shilpilaititenl. BEth ind gl plialeed llillked cochliisler County, I hiappen
to know that we have one Homeland Security director that
we appointed. And there was one gentleman who worked
for many years. We just had one gentleman, sort of a
retired gentleman, who just completed 911 mapping for
Cochise County. And so Pima County, vou were able to
use the reverse 911. Cochise County, you were nct able
Eo! Wglel L.  Andd T thilfike whkicsl Wellldi bel of LREerest: to
the folks in Sierra Vista.

Can vou amplify on this and what we can do to
help Cochise County perhaps and yourself improve
emergency communications?

MR. CLARK: I would be glad to. Chairman Piexce
and Commisgioner Newman, the reverse 911 szystem that we

Ttelised withia Bina County wad Z ofe timer opportundtsg
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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 tc be defined to about 18,000
customers. So some of them received a message that
actually were not out of natural gas service.

Wek lookledd ate =

COM. NEWMAN: That might have been confusing to
some folks.

MR. CLARK: It very well could have been.

We also looked at in Cochise County utilizing a

similar system that they had. However, their system
would only allow for a 15 second message. And we tried
to craft as concise of a message as we could. It was

about 30 plus seconds that went out over the Pima 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 that's a wviable resource
and the company decides to utilize that system in our
call centers, would not be an emergency type system. We

could utilize it for many purpocses hopefully throughout
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the message length would not be restricted. And,
therefore, we could give updates over that system to
customers. We could ocbviously give primary information
to them. All of those things would more than likely be
avalilable through this new technology we are looking
into.

COM. NEWMAN: Maso menos again, projection of
thiel goist off thed pradbictilral dialblngs sysiteny, ad dor oth'ds
entities, other distribution entities have such
predictive dialing?

MR. CLARK: Commissioner Newman, at this point
in time I don't have an answer to your gquestion. So I
don't know the costs of such & system or whatever of the
I.DCs, either in Arizona or oultside of the state, have
this capability.

COM. NEWMAN: Will you be able to provide that
to the Commissiconers post haste?

MR. CLARK: We can look into that, vyes.

COM. NEWMAN: One other gquestion, Chairman, and
this inveolves cost of storage. We have one of the
companies at the table. And I know that vyour plan looks
to store, have -- store aboveground, which might
mitigate some potential water table problems in your

dielsiigitly Zwd thialt® Eheral iist othdr desdlqmst sutl tThiewe,; whilsh
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is one of the reasons why I want to have a, you know,
workshop, so we understand the different designs as we
go forward, but mas o menos again, projection of the
colsy = yous wisllile of= yoni pilant: whi-chs B halbiaiie
mitigates some of the potential environmental water
Hslies® Ethiatts were! railsieds e thel Hisits ceouliplies off vida@sh

CHMN.« PIERCE:: Coundd" youl gisve' & coste quickly,. an
approximation what that would be?

MRis BOWE:? Y5 T Jdan'ts mears tot el flEippamit.
They always seem to cost 5350 million.

CHMN. PIERCE: Thatc st at nimber we' hear
cdontaEnualilly, e betweens 3= andd 35108

COM. NEWMAN: Yickshy b & wandEcdd St oni e
Feleiohlk

MR. BOWE: That is a mas o menos number.

COM.. NEWMAN:X T undexrstand.. Tha's' is, it might
be violation

ME.« BEWE:S Onl at perx unitts baisist ite cotdld: be
menos; 1if we could get a little kit mas, maybe --

COM. NEWMAN: Who would pay?

MR. BOWE: We would expect tThe customers who
make long-term commitments to take service from the
project to pay. There would be a reservation charge
that would reserve the right to a particular guantity of

capacity. There would be a wvariable charge that would
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customers would pay the costs of the project.

The precise nature of the rate arrangement we
have been in discussion with customers about are the
subject of a confidentiality agreement, which I know my
client would ke more than happy to waive if that
requires everyone's agreement. My client proposes just
to go by the bhook with the project so that everyone is
aware what the actual costs of developing and
commissioning the prodject are.

But the customers would pay. There needs to be
a commitment of enough of the customers for enough
capacity Lo make the economics of the project make sense
for everyone. There may be some amount of additional
cagacittyl o delilwverabitlidsty) thatts could! bel avaitlabldeld to
the market on whalt woculd amount to a spot bhasis. And we
would take that possibility in account and allow some 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 ke, wouldn't foot that
cost. You are talking about ratepavyers down the line,
asmem = e

MR. BOWE: For the commitments for capacity,

ves, we would expect the customers to make the
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commitments and make the pledge economically wviable.

Nishvdy off cloirsiely Bhel pirajeet's develapers,y Tthle
ShEfSholdizsl Falded thiad Fagld & cdomplatimgf el pEey et awd
of bringing i1t in at a cost that's commensurate with

whatever the arrangements are with the customers. And,

" of course, there is risks all along the way.

Wrichrey ils) opaEartalnlgy Ficley whlddhy; off clolifse, Jou
have to mitigate by being a prudent operator. But there
would -- this is not the sort of project you would
characterize as a simple matter that generates an
annibiisy« Therst sk Gt denkEaiing Jnolinis of amis tok Brbdnigpint
one of these projects on. My clients have done it
before in a number of cases and has significant
experience in getting 1t done. BitM= iRts RsSF nileiss 8BRS
free proposition.

CHMN. PIERCE: We are golng to move.

Commissioner Stump.

COM. STUMP: Thanks, Mr. Chairman, a couple of
brief guestions.

Silwy I don'w recallll #f youl nienticned. this
already, but did you speculate as to how many jobs might
Bel bhifonght: inte' thHe' Elleoyy areat shiomldl sEoeage be
implemented there or fully implemented?

MR RPASTEORS Wa nawet lovlkaeds o= sliats asf farr Js

work force development. I don't have the numbers off
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are probably talking about 400 construction staff or
more.

COM. STUMP: And my understanding i1s that Eloy
iz rather ideal topeographically and otherwise. And, of
coliirge,, Eulel hiald beer i sher mibd 4 offed PIoHURE. Has Luke
Wekilgintelclhk 1Rt ol whiald Peceitelagd o Ialsl Fhidis niehis et
been --

MR.. BOWE: Luke 1s not part of our plans. I
think there are legal impediments that would make
developing Luke essentially impossible.

COM.N STEMET Yeah. Thanks.

CHMN. PIERCE: Could we, and I think there could
be large -- do we want to correct the number of jobs?
Because T have heard numbers higher than that as well.
We will need 1t on the record, i1f someone wants to do
B

MR. BOWE: We would be happy Tto provide that
@iel.

CHMN. PIBRCE: Well, Mr. Crockett was in a
meeliFiilgi audl T leilovwd wed colllldl Ehrey whiaks: bisfcrel I aml dons
with this next guestion, and then we can make sure we
el gorracit.

E Wil Bod goF wot. PEEiCler SiEaNoEREAGE, WhalE Eipgpents e

price sgstability, and Southwest Gas can answer this,

ARTZCNA REPORTING SERVICE, INC. (602) 274-9944

www.az-reporting.com Phoenix, AZ



Dominion Energy Utah
Docket No. 19-057-13
DEU Exhibit 2.07
Page 114 of 144
G-00000C-11-0081 OPEN MELTING 03/02/2011

114

others could, by having natural gas storage, what that

10

It

12

13

14

15

16

17

18

A9

20

21

22

2

24

25

does when all of a sudden we see we are short, or maybe,
because it is a guessing game each day, and we buy here
Jiich BN Bher endh o Fhed didyy wes hidiueh gat == wel nigedl ol SSlsl:
some. And when we need te sell some, bad things happen
to price. = A ZnlZinlely buts I jiistel Weligihvte Xths | JOsH
dicover iR offll thich Lole: Fnds FoE sSemel Feldsiont ekt matsiimail
gas 1is nct worth as much. So what daoes storage do to
price stability?

MR. MOODY: Well, certainly for Scuthwest Gas,
if we had storage, the top of the list is daily
balancing. But one of the side notes of daily balancing
on the system is that, for example, if you can take away
the customer outage portion of this and just assume
everybody got their service, we paid as much as 10 or
SlL av dechatherm Eo galsh thiat Wwel pikchidseld: latiet cijelsy,
that if we had storage we would have =-—

CHMN. PIERCE: When you say late cycle, in a
day.

MR. MOODY: Yes, I better explain myself. Thank
you. I am going to be more clear.

Late cycle means the cheapest gas I am going to
buy the day before the day I burn it. And then as time
moves on, I have different kinds of gas deals that I

have to purchase for my customers. And we find out
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demand changes 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 intoc the system later
on. S0 certainly that variation of price stability, I
would then have a choice of using storage gas or
purchasing that day. That's the simple version. Also
you are golng to have an inventory value. You have a
value of gas in the ground. And so that gets To be a
fairly complex mix.

The. second place is that, with storage, we can
line 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 gas, we night run it
Ind storage.s. Andl thalt meanst wel carts lavelizel g gas
purchases.

And I don't want to lead you to believe that in
the modern gas markets that can raticnalize 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
didy? SEtenm ey wiemel 4, So we don't have these prolonged
periods of time of wvolatility maybe we were having in
2007 or 2006 where gas might move 2 or $3 over a period
of a couple months.

CHMNs EBEEREE: But it is certainly a side

benefit.
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considered in each study we would bring tce the
Commission.

CHMN. PIRRCE: T am finished. Do we have an
emplecyment -- I am finished, so...

MR. PASTOR: Yeah. T have updated numbers. Foxs
the currently scoped project, the work force would
average 350 over a year and a half period with peak
levels rising up to about 500.

CHMN. PIERCE: Okay.

MR. PASTOR: And there would be 20 permanant
positions at the facility.

CHMN. PIERCE: All right. ©Now, that would be
ofiget A pEicdd gF & OO (JEEEE (e hiahgpSnkiniigl

Mt BESTOR: THEE"dd gt THE® JORSFIFTEETIH
period would be abcut a year and a half to two years for
the primary 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 207

MR. PASTOR: Thiafe"'sh cloereiciE.

COM. BURNS: And what kind of djobs are thosge?

MR. PASTOR: Those are facility operators and

ARIZONA REPORTING SERVICE, INC. (602) 274-9%44
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maintenance staff at the site as well as some
environmental speclalists that weuld de some monitoring
activities as well.

MR. BOWE: Generally skilled jobs.

CHMN. PIERCE: Thank you.

Commissioner Kennedy.

COM:y: KENNEDYE:! ME. Chaigman.

The project In Eloy, do you have the support of
the Pinal County supervisors? Are they on board?
Anybody?

CHMN. PIERCE: I guess the question would be
have they passed a special use permift, 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
aEer int SHppeEs.

COM. KENNEDY: How about the Pinal County Board
of Supervisors?

MR. BOWE: I don't know that we have. We have
meix whlEhe Ghichm

CHMN. PIERCE: <Can we get -- you know, 1t would
be great fto have someone, if you want to, that has that
informaticn to come up and answer Commissioner Kennedy's

guestion one on one because she is probably going to
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have some more.
MR. BOWE: My apologies. 1T am the federal
permitting guy.

CHMN., PIERCE: But, you know, we have met with

the company as well and we know everybody involved. 3o
we would love to have -- go ahead and identify yourself
ane then ==

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
ta Pipnal County. Tha lLoddtion Especidlly waduld hHelg
perentiallly TEOW ThdE &8 ene of thia FgoneTawion gesnts
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 interested in how our continuing
conversations go¢ with the city and the whole area. But
i gemeralll thieyg have boem sSlpEportlizel of it

CHM;, FEERCE: ~Croay thers fomE a mesment.

CoM. KENNEDY: I am done. I Jjust wanted that
one guestion.

CHMY. PILERCE:! Okay. Well, race back over to
Commissioner Newman.

COM, NEWMAN: Yeah. Tt is my understanding that

Pinal County supports the double tracking and station --

ARTZONA REPORTING SERVICE, INC. (602) 274-9544
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yent ldnet, therer is a maklroad: prefjeet iIm thcn Same
general vicinity. As some of you may know, they support
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the switching station in the same general wvicinity, in
the Newman or Picachec Basin, howewver you want to call
1€, And I have talked te Mr. Rios, whe is supportive of
creating mcre jobs in Pinal County and is generally
suppecrtive.

But there 1s some confusion. There was some --—
they did bawve comeern owver peotentiall whiter problems; of
the envircnmental problems. There were letters going
back and forth about that. And there is still some
cdileleirmy, bulr thiesf momel ¢ Le§st Suppons Cher pire]eaeE.

That was my understanding 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 teo follow up for the filing
process which will give opportunities throughout the way
fomr == bt wel h@vey hadh sel fosmal filiings! of dppesiibicn
te the project or the water use or water disposal.

COM. NEWMAN: Right. But I do think that there
iz a like, I use the word again, sort of a heightened
seRuRinyy aver the watom isisugs, o watoern takla Lsgues:
That's my read on the situation.

I want to go back to communication on Cochise

ARIZONA REPORTING SERVICE, INC. (602) 274-9944
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today whe would have liked to have attended and preobably
would have given a presentation on this. Is there a
chance -- when we look at these numbers, when I ask you
to cost estimate those numbers, I would like you to be
involved with Cochise County as well, because 1f there
is a chance that they can make their 911 system more
robust, perhaps have the utility of Secretary
Napolitanc's assistance in making the message capable of
being longer, that might be a way of not putting the
cost on the ratepayers ultimately or your shareholders,
ands wel mitghts per dbllle® fef dickFellopt Somcr sorEts ofs phEoljledt
with the assistance of the Homeland Security Secretary
and- hlex” staff.. Add there #s' some abkble lobbyilsts' int the
room that would be able to achieve that.

What do you think of that proposal?

MR. CLARK: Well, Commissioner Newman, that
centatnlyf ig" something! thats we' can' lkook- imto.s T
understand there are two options iIn this arena. One,
there are vendors who have this type of system, that you
subscribe to theilr system and then they keep the phone
lists, they maintain the system, they do everything
else, and then you just pay a fee to use it. Then vyou
can purchase ocutright the system, have that technology

int hiciislei< Sol wel willde logdls at dlll= of thieser aspectst dnd
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make the proper decision which is best for the
ratepayers or shareholders, the company, all involved.

CCM. NEWMAN: Ckay. Thank you so much.

Ionlg-teiim consracits! FoE thet SElis ofF Jgiash: K sz
got back from a meeting of the energy bar and was
interacting and talking to several of the California PUC
officials, trying to trade notes with them about gas
issues in the west. And I guess I had heard that there
is a very, very, a long-term contract tThat PG&E, T
believe, the northern California electric utility got a
very good deal on long-term gas prices.

Now, there is this economic nexus that -—- I am
not, I am not the economist or the mathematician to
understand These price differentials, but because -- g0
Caldioriid JTg gots & WeRy goodl Laig-UteBnl dorntraes. I
tiealla lilles Yo soel DEuzcher diSEEBNIEeES, I am Suvrer Jou
vourzelf would like toc see those kinds of contracts
recelved. And that kind of shifts away from this
storage issue, if you know what I mean. If you get
those long-term contracts, there is maybe less need for
storage. The consumer gets the best deal.

Can you speak to that?

MR. MOGCDY: Sure. T will keep it, try to keep
it appropriate to this forum. Always remember that I

like, as a gas guy, I always want to say out loud that
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five years ago $8 would have been a really good deal.
Ards CodidRf B youl wEFEe pelyibiigy 395y Uheres igf somed Foppli'er
who 1is doing.a dance and a jig because you are §4 over
market and he is making money.

So to specifically answer your guestion, we
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 to need LNG.. A local distribution
company has extremely variable load, and we were going
tec need to buy the gas the same amount every day. And
as I alluded to earlier, in order to secure a deal like

that, you would go a little longer term.

14
¥
16
1=
18
e
20
&
22
23
24

25

This was what it was like five or six years ago.
Yout wolld® buy' i=t,r say,r from® Ceosta® Az11" and” transport it
back through El1 Paso to some Arizona storage area. And
that would be the only way you could accomplish it,
because on the days you didn't need it, you would still

have to take the gas or put it into storage somewhere.

So without being -- don't take that as an
indirect answer. Just maybe hopefully you will
interpret that it is a complex answer. And we will

certainly, as we put together our economics for each
company, we are all, we have all looked at each othexr's

nonproprietary stuff, and these things all will get
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considered and we will have a chance to look at them in
BhHEr cipem.

COM. NEWMAN: Okay. Actually that calls for
follow-up on that issue. T Chinmih =00 dsk 2 Impeortant
issue. Staff wants to speak to that as well,

Mr. Chairman.

CHMN. PIERCE: Go ahead. Yes, please.

MR. GRAY: Mr. Chairman, Commissicner, I am Bob
Gray with Commission Staff.

I think my perspective would be that even with
long-term contracts it doesn't reduce the need for
storage, because your typical gas supply contract has
this force majeure provision that allows the producer to
get out of providing the gas 1f there 1is weather
circumstances like we have seen. That's why you saw in
the Southwest Gas graphs there is a big difference
between what was contracted fer and what they actually
had come through the pipeline. And I think even with
The! leng=torm contfact with: & producor, say, inl ther Sar
Juan Basin, you would probably still have the issue
where that supply becomes a little bit interruptible
when the weather gets colder.

So I think you would still, you would still want
gas storage even 1f you did get some long-term

comtEacts.
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to get the best deal for the consumer.

MR. GRAY: Certainly, yes.

COM. NEWMAN: Ckay.

CHMNL. BAREIR(EA: ANl FElgihvs

CCM. NEWMAN: e 'R S Rond mtawl.

CHMN. PIERCE: Commissioner Kennedy.

COM. KENNEDY: Thank you, Mr. Chairman. This
wikl]= el My flnalls StEiimE AR S

I don't want Southwest Gas to run out of the
room right now, but I have a couple of tough comments to
make. 7 am glad that the two executives flew in from
Nevada today. 7 do realize that Scuthwest Gas is a
Nevada based company. You are not local. You are not
Arizona bred. But you are a provider of service, and T
really expected more fraom you.

There are some great peocple here locally that
represent Southwest Gas I have known a long time. But
when we have to walt faor direction from an executive
from Nevada, it makes me uncomfortable.

With that scenario, which one of you ftoday wants
to take the blame for the breakdown in communication?

MR. CLARK: Well, Commissioner Kennedy, let me

start off by saying that I am a Tucson resident. I have
lived in Tucscn now over five years. That is where T
ARIZONA REPORTING SERVICE, INC. (602) 274-9944
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fave. That 28 Whieys! I sefve. Ana that s digf homes N
where I will continue to be. Sl B aml ant A dsgleRakng

COM. KENNEDY: Okay. So my fault.

S0 you are going to take the blame for the lack
of communication in southern Arizona? And the reason I
say that, T just happened to be in Tucson the week that
this all occurred for another event and got bombarded
with nothing but Scuthwest Gas issues, problems. They
were angry. And T felt like T walked into an ant bed.
But I mean, I mean I was elected tToc do this. Sl & A
not unhappy, but T do think that Scouthwest Gas and their
customers here in Arizona deserve a little bit more.

Which one of you has already decided when your
first mock emergency exercise will take place using the
event as a learning tool? |

MR. CLARK: Well, Commissioner Kennedy,
Southwest Gas has already had cne initial meeting with
El Paso in which we have talked and discussed the issue
at hand. We are looking at sharing infeormation. We are
looking at modeling our systems on both sides, on the
transmission side from their part, on the distribution
Siysizceme. ol SeBhivess Gaa” Faritey SOl thias We carm Foalliyg gFGee
cour arms arcund what opportunities in the future we
might have fto work together and ensure that, if there is

infrastructure that needs to be installed, that we take
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a goocd hard look at that, or whatever we can do on a
cooperative basis to work together i1n that arena.
I believe that we will set up, as El1 Pasc has
taldeeds edrlier Coddyw,y 4 mock's eFeEoige.. SoUthwest Gas
will participate in that exercise. We would love to get

ol stisde? on® Thie* disitasi-bufsions dilde¥ tod JoinThiag ifnsteralas
wilth the transmission side to look at this, this weather
related event that we have just gone through.

As far as the communication goes, I would like
to address, and I have got Libby Howe who is our PIOQ,
sitting right behind me ~—~

SOM- RENNEDY:! YOl 4A¥e* mot” padding thed Budldy #r'é
you?

MR. CLARK: No,r ma'ark: sl 1 wanted to say
that, I want to be on record saying what a great job
Bifbeyr dids it dommartcEtiIHgl width® 60" cdeomersy witht £he
modidls ands witthl ki Ghel FeSourcas? thetsr wel heds ats oter
dispeosal.

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
commitment that we have, is that we need toc take a good,

hard. look: at the commumnications,: the® way It happened
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during this event and what we can do in the future to
better talk to the customer.

We understand that the primary answer they
wanted was when will you get to my house. We could not
answer that question adequately to our customers. We
would like to be able to do that in the future. That
Wikl bEd g et inraly tol 0EF e FEs thes flethodslilogah or
the technology which will allow us to do that.

COM. KENNEDY: Mr. Chairman, Mzr. Clark, I take
it you have not seen the letters that have been included
in the docket from responses of customers to the letter
that was sent out. I am assuming that.

MR. CLARK: E have® dot: seer® auyl off thel letiGars
you are speaking of, no.

COM. KENNEDY: I invite you to look at those
letters in the docket. In fact, the Chairman read from
a couple of those letters earlier 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 vyou,. So --

MR. CLAREK: Yoelss,

COM. KENNEDY: == 1 am not pointing fingers at
your PTIO. I just want to make sure you are not passing

the buck. But T want to make sure that vyou hear me

ARIZONA REPORTING SERVICE, INC. {602) 274-9944
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Lotdilly amd! cllcalrly.

MR. CLARX: We hear you, Commissicner Kennedy.
And we will shouldexr that responsibility.

And I would, I would just like to say as well
that we have received many ccmplimentary letters from
customers within the outage areas thanking us for our
PECMpERESS,y; Cthlanmlking UOsl for thies dourtasy off our £iecld
pecple, of coming into theilr homes and restering their
service., So we understand that, in any event, we can
LeErmil SEcme Gy Wb dail CRRik=llantey ks FHdl WS JarR SRSy 6
dc ovetter in the future. And that is our goal.

CHMN. PIERCE: Okavy. Finished? Thank you.

And T just want to say that where systems need
tc change for the company isn't necessarily in Tucson
and southern Arizona. And that's why you are here. You
have a statewide system and you involve other states.
And so really whether scmeone is at fault directly for
what happened in Tucson, that's one thing, but the
overall fault in this lies with the system isn't what we
wanted. And somewhere along the line somevody 1s going
to be responsible for making sure that it changes.

And, yeou know, Mr. Shaw is here, and he is at
Ehiel epl o =aas, I am sure he 1is gcing to make sure
that scmetody 1s geing to te the perscn responsible.

And for us, I think whoever that is and who 1is going to

ARIZONA REPORTING SERVICE, INC. (602) 274-5944

www.az-reporting.com Phoenix, AZ



Dominion Energy Utah
Docket No. 19-057-13
DEU Exhibit 2.07
Page 129 of 144
G-000C00C-11-00681 OPEN MEETING 03/02/2011

129

be leading those changes, we ought to know who is going

10

jLL

12

13

14

15

16

17

18

15

20

21

22

.

24

25

to be assigned that so maybe we can get updated as that
process 1is going along. We know who our, we know our
Hogals folkis? realily wielll.; buts theys are! mob- Che' ones! Chat
are going to be check tasked with this. And we would
kind of like to know who that 1is.

MR. CLARK: Well, Chairman Pierce, I suspect I
will be charged with that responsibility, being the wvice
president in southern Arizona. Sof I wiElklke T wEsAlL BFalde
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 = PIFRIEE:SE ANLL @ilglat. Then, then vou 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 1's' going to use,r or' somewhere. I mean
that's -- this is an issue in southern Arizona today.
It could be an issue in Southwest's service territory
somewhere else tomorrow. So we Jjust want to make sure
that we have that consistency and we know who is
resolving that for the company. And if it is going to
bed vouls REE"sE el bedaiser = ith geltas rasdilsrads in
southern Arizona satisfactorily, that ought to be maybe

a company Standard.
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I will have to look to some of my staff

coworkess' Tol sssddsie ine thiokie! didedrsifon® pieccelsses® and® in

ensuring that pipelines and facilities
And then we will look at the technology

side more than likely out of our staff groups in Las

GHMNLY RIERERIGHEE: Well, your customers are going to

types of things.

when is it going to be fested

happening, well, who are the people assigned, wha

if there is

want to know, you know, when you say these things are

T

the schedule to make sure that we are going to have a

is there going to be media letting people

know you are going to get a call and it is a test, those

So I am just saying for those who are without

them as well, We are almost —-—

MR. OLEA: M= Glasd rmaims
CHMN. PIERCE: Yes.

MR. OLEA: Steve Olea.

ARTZONA REPORTING SERVICE, TNC.
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Phoenix,

And I

think that's what we would like to be able to report to
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ME.. @FEA: Yad. Andi iE L ceillcy Jmsis ddds 96
something that both you and Ms. Kennedy were talking
about, since I already stcle one of her guestions, is
that we had asked and Mr. Johnson had called the
Department of Emergency Services for the state and asked
them to be here at this meeting. They could not be here
because they are in the middle of doing their mock
exercise for Palo Verde.

BoiE: I Chdlnks Shaty yeul know,s sSoier off Shulsk thHssF if
to everything that has been talked about here. T think
maybe the Commissioners at a Staff meeting should get
the Department of Emergency Services there and talk to
them about them coming up with a mock exercise that
would cover something like this for the gas companies,
b somethinlgl shimiElchd fod thiel Sllactrmiicd companaes.

Andt thel Zemsiont & saygi Ehakl #si becanste! ofd whze
happened in Texas. And in our talks with the, vyou know,
with the companies we found out that in Texas, when the
electric companies did their curtailment plans that were
dpprowvedl byl ERCUTLy that! thel gaer faedilitilclss wierel nigt. pawt
of the critical structure that was to be left on. And
at the time that made total sense, because 1 am sure
that in Texas, the way we do here, they do mock

exercises, but when they tested in Texas they probably

ARIZONA REPCRTING SERVICE, INC. (602) 274-9944
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tested The electric companies in the summer. And when

you do Tthat in The summer, the gas companies are not
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critical in the summer. But I don't think anybody
thought of the electric companies losing power in the
middle of winter that would at the same time turn off
the gas companies.

S0 I think maybe somehow that, as the state
emergency services does, do their development of mock
exercises for different things that could happen.
Perhaps in some kind of cooperation with the Commission
amlclh whAGhE Bl diMfifereyits usiRliithleis, o lenlewy R ofF ws
could come up with a mock exercise that would do
something like this that would incorporate the reverse
911 or, you know, some kind of radio emergency messages
or something.

Begasar & Kaagwml &b Lo o Ehic: datlklist thichisd §8l RS
gebtinldgl from JusStowmerst Wae | an"te FdAd s et 1s
happening or like where do I go because I don't have
heat, and so like is there a school, you knaw. S@r ikt 53
that type of thing that I think the emergency services,
state emergency services could coordinate with the
different county emergency services on what happens when
this happens. B&As you said, if this were to be a power
outage in the middle of August that lasted for four

days, you know, what is going to happen? You have to

ARTZONA REPORTING SERVICE, INC, {602) 274-9844
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have a place to put people. And somebody at the state
Tesrels glst o Be® int chafFage® o tlhrafte Buts T don' thEenlk
that, or at least we haven't thought of and T know that
emergency services hasn't thought of, okay, what happens
if yvou have a major gas outage together with a power
outage in the winter, well, what happens if you have the
game thing in the asummer. That's something that I
think, you know, that could -- that that would bring
into effect what you had been talking about and alsc
what Commissioner Kennedy had mentioned.

CHMN. PIERCE: Okay. Commissioner Newman.

COM. NEWMAN: This is my last qguestion.

CHMN. PIERCE: And then we are going to wrap
this up kecause otherwise we are going to need to go to
a break, and I think we can do it withcut going to a
break.

COM. NEWMAN: Yes, I Jjust have a few remaining
guestions. And actually the Staff anticipated also one
of the things I was gocing to =say. S5of B wiklds sitafdis out
with what Steve said for the purposes of transition.

Mock eXercises are a good idea. Blacktop
exercises 1is another way of describing them in the
emergency serwvices field. ol I cerratinlyl dgree’ wisth
Staff that, and with the Commissioner, with the Chairman

by his question of summer/winter analysis, that we

ARIZONA REPORTING SERVICE, INC. {(602) 274-9%44
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should have blacktop exercises, summer prcocblems, winter
problems, the nexus between the electric grid and gas
Previders.s Ande L Tihtitmd I Wil bek asidingl foi Hhicls.

To the folks that represzent the storage folks,
and that extends to your competitors I think who also
ginel i clomperdisicnn Wisshs el =0 =gy ads gSiE shEonsage? i
Arizona, and whoever is listening teo this whe wants to
emuchks inizek Hhiek RSral] off BRyhind) wor gets thist leldsiwl <lgisis
sterage that we can in Arizona, and the safest storage,
that we, that the Commission has been available bhefore
Bol Favkiicivl jUsis fam ol evfes)l oyl sonEl of BhiSsEs cEiEH:
numbers. And that would he very helpful to all of us.
And we hawve done those sorts of agreements with our

ather! companiicst imt Thel piaigt.

Mgk youll domillds wEust: wsl o) LilFEl Ul tol gue SIgEE o

Judiciial inftaginiltyf not: ftal pagsl ont informatient. Wer take
this jok wvery seriously. But we want to see Lhese
numbers and we will look at them so we have an idea of
what they are. It is very important for us to know that
because it could end up hitting the ratepayer one day,
amah Wel wiELls Sl Sridh UpF pltyinegg thie! paitcpayienl mes dialyl
Tehvals "sk pldisie o6 ok Jlcsh.

Willh regasd: 16 cornsuimes complaints, Steves and
SiEaGEy T wast glodiig] Fef agls gouk 4 nunpcr af gUesitilisine.

But I have ==+ have we gotten back te all the folks that

ARiZONA REPORTING SERVICE, INC. {602) 274-5944
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have reached Mr. Martinez in our Tucson office who took
the bulk of the calls for southern Arizona? Has there
begh & weEittans resporice® tof them?” And: i ge¥ de & meeting
in southern Arizona, I would hope that the people who

contacted Mr. Martinez and others in our consumer
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compldints divigidn would. bel noticed. of tihe' potantial
meetings in southern Arizona it looks like we will try
to coordinate with the Scuthwest Gas rate hearing.

MR. OLEA: And, ves, Mr. Chairman, Commissicner
Newman. And T got this information from the Consumer
Sei=vilcost Seaiff: Wel hadt gt Fotald ofs 2598 Jgilildst ind tad ot
Consumer Services group that dealt, well, with the
outages in Tucson and Sierra Vista. And there was, 180
of those were inguiries and 7% were complaints. And I
asked my Staff to actually define what is the difference
between a complaint and an ingquiry.

An ingquiry is one that we can answer on our own
that we answered. So there 1is 180 that we answered on
our own. And those have been closed. Ehiosed Ehas aine
complaints are those that we cannot answer on our own s0
we forward those on to the company. And they will
provide a response and then we will provide that
redpoide’ to' the' custdmer.. Ands ¥ that clasest . then
it is closed there.

COM. NEWMAN: Okay. But given the fact that we

ARIZONA REPORTING SERVICE, INC. (602) 274-9%44
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will have more hearings, I am sort of making a, vyou
know, soft request that these folks be particularly

noticed because they got through to us. And we haven't
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ignored them, I know. Staff does a good job. Bl T
just want them to understand that we will have southern
Arizona hearings, if they have other information for us,
you know, that they are invited to come to provide.

MRLs OLER: Ands 26 wel still hawve! thelirs® contaect
information, when you set up that meeting we can notify
them.

COM. NEWMAN: That's fine. And, Mr. Chairman,
will be done in a very quick --

Oh, with regard to the blacktop exercise, I
would just add not a gquestion as much as direction from,
at least from me. ittt s douTntys AEG SCaiff, s sl was
mentioned, State Emergency Services staff, you might
even 1lnvite, vyou know, emergency service people from
other counties, work through the county organization and
the municipal organizations in the state because
everyone, they are -- all local government has concerns
about this.

And then the one other point that T will

conclude with is this. We, Arizona spends $2.5 billion

in importing natural gas from out of state. As you

know, we don't have natural gas. Thralest ShEf bhllfsiont in
ARTZONA REPORTING SERVICE, INC. (602) 274-9944
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one pot and another approximately .8 billicn in another
EerE. That's a mas ¢ mencs number that I came tc around
a year ageo. 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
EaSplayeinsl Jedt payvilngl foE A FEElomrcet Bk Wl S s WaRrek

Andl I am a PG ont thile! sSoaiphext ont Ehuss, bt
natural gas 1s much cleaner than coal. We have a
preference for natural gas. However, it 1is wvery costly.
Right now it is down. Volatility could get even higher.

I just read a New York Times article that
appeared on Sunday. And T ask Lhat everybody in this
Lowrm == il #FaciE, L A giebiiidgl ok paigisk S ey Ehis
Commissicners after this meeting with regard to the
shale gas fulture that is allegedly sc promising causing
potentially huge problems for water rescurces on the
east. It is an 1ncredible 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 special investigation. TIL was
a three-page article in this past Sunday New York Times.
S50 I ask that everyone lcok at that.

But, so0 we are sorit of -- we need your gas to
help us have a good energy system and a clean energy

system and reliable energy system. So we are just

ARTZONA REPORTING SERVICE, INC. (602) 274-5944
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heoping that when I mention that number and how big a
numke Phais sty gow kKnlewr,; peEapist dEl comilldh gieliss Lagish if
we did more renewables and, but, and that's something
that I want to lock forward to working with the gas
companies in the future.

Btfsr =hilst s} el Swalllt maiEtets. We pay
$§2.5 billion, which is a big chunk. And we would like
to see the system work better. L am not geing te go
chastise anycne here; although, there are lots of
customers who probably, if they were here, you know,
would chastise you. But that's just part of our job.
gl wer wiklls Nawe: toF pul om ourn fladk jackets) whenl wel meet
with them. But I think that the custemers deserve the
benafitt: @ff ol Chatt meneyy Fhakt they] are: gaying far thie
natural gas and indirectly supporting or directly
supporting, you know, your management, your employees,
and your shareholders.

Just last response given LThat number from beth
pipeline and Southwest Gas as well.

CHMN. PIERCE: EiE goul cemilel 1l &6 SIGEN. Smaiint:
of time, whoever wants to respond.

COM. NEWMAN: That's the only guestion I had.

ME-= MEOODY:: ThicEcr i5sF nof devllki= bhiaE oven Bhiel plalst
ten years, if you average the cost of gas, the commodity

is much more expensive than the infrastructure. But we

ARIZONA REPORTING SERVICE, INC. (602) 274-9%244
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G-00000C-11-0081 OPEN MEETING 03/02/2011
BReY foie SEpUtdalEly meleEiiniagy tek duisamsial Ehet LAgE foliEEE
We are talking about rates. &And every decision that we

make balances the services we provide against what our
ralepayers pay. We would like to think cf that in terms
of stockholders because they are deemed greedy, but the
realily is every rate paid a raltepayer socmewhere pays
Ithe Zndt wer def that pRudenithy. Aadt thatl isk thie
interaction between ocur commissions.

Hmdh yoml arel Fightly Ttwel addh & alkfis Bihiliifon
deollars is a lot of money. And we all, as utility, as
the Ccmmissiocn, shepherd that money hopefully in the
MestE SfFFicilcnt: Wayf For oun! dusitemers.

CHMN. PIERCE: Okay. I was going to ask a
guestion of El Pasc, and then we are going tc wrap up.

The map you have given, and T noticed it many,
many Fhmesyy BbUE Ghe Sart Jhan! Basin: st ofs meandets
around Four Corners and picks up a little bit of
Arizona. Ial thets ant artist wesing), o kndw, Just; yeu
know -—-

MR. CLEARY: PowerPoint art?

CHMN. PIERCE: Or is that really true? Do we
have natural gas in Arizona?

MR GIERARYCE  De¥E mes s

MR. BOWE: L bealkdiesdel thics Sniswehe sl Ehiers! S 3

clopiletr i WElklsh ifml Hhiel Fad ndEEheEsSEeE N cloEfier off &hie

ARIZONA REPCRTING SERVICE, INC. (602) 274-9944
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Si=ait=et

CHMN. PIERCE: Well, there you have it.

MR. BOWE: They won't be able to makes up for the
problems.

CHMN.« PTERGEz: BUL- IT. medns Che? San: Juan® Badiin
does provide some of that, so, but that's it, not wvery
much.

Well, I want to thank everyone. We have had, I
Thinky: a* pretdy thorough' dilscidsiont of' the® idgetias.

One thing, I know in the detailed discussion
around Southwest Gas' 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 would like to understand better.
And I don't think all of those things were fully vetted
today. And I think having the company have access to
the correspondence we receive so that the company is
prepared for that as we go out and talk --

And I have had a little discussion with my
Staff. It is probably not likely we would do this in
conjunction with the rate case since that's really going

to be ready to go for us next fall. And I deon't

TR = G JOMEAEE failll. YRR SRETVdE FOEE JiSNhEE 16

work. So we are going to try and organize something in

a very short amount of time. We are going to check with
ARTZ0ONA REPORTING SERVICE, INC. {602) 274-9944
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people's calendars between now and the end of the month,
B no™ Ehidithe thie® B9 s partd of A Rpridss Uof eyl foF mEike
sure that we get out to discuss this issue. But I would
TFilee® tor malker sure” in™ that™ amounts of* times the' companyd i's
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, toc the extent that folks that can
participate from other than Southwest and El Paso, that
there might ke guestions so that we can talk about some
of these other issues.

One thing I know is that, i1f we would have gone
tc Tucson and Sierra Vista with this, we would have had
this discussion, it would have taken us, vyou know, four
hours.. And most of our constituents, your customers,
would have liked this information but they don't have
that kind of time in the evening to hang with us and be
able to comment. Many of them would want to comment.

30 what we need you to deo is really put it in an
easy form of writing. I mean that's what I would advise
you to do, at your expense, to make sure that, you know,
look at their guestions and answer those guestions.
Maybe put them on your own website, have your
presentation today available to us for our website, and

so that informatieon is out there. And we can, and we

ARIZONA REPORTING SERVICE, INC. {602) 274-9%844
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can go back and e-mail the folks who have contacted us
and attach as much information as possible to them. And
myE SESEE anldi K Galllkdeldd Aoz deoiingl GRaEs Auds wer eahl
coordinate that with the Commissionerxs to make sure that
those that are really agitated have the infeormation so
that, when we have a public hearing, you know, it is
productive.

And theat's what I would like to see, and have
the questions answered and come prepared to answer those
questions, come prepared to accept anger towarxds us,
towards you. People are upset. And we want to do this
in a soon enough time to where it, to where we will get
al good. turnout so they willl feell wel weren't adglecteds

Some people thought we were neglecting this.
The fact we didn't come out and jump in the middle of it
while you were busy lighting people bhack up really had
people concerned. But there were others who probably
would have thought don't do anything, Commission, that's
geing to slow this process down in getting my gas. And
shiatst kindt off how L leokeds ate i« Wes wexrer geingl te
lcok into this, but we are probably not going to help
thiel gaasia it getitiagl people’'si sesvilcel biaaks ol It was
ImpeoffamiE foE W el anldenlifalgi foul Bkl g dof i@, hutd mosHs
certainly what people elect us to do is to make szure

these things den't happen again as best as humanly

ARIZONA REPORTING BSERVICE, INC. {602) 274-95%44
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possikle. And so that's what we would like to do.

Slale dghliings wEhiarld ol Kkl flonr Jerle parsiialilpaichin .
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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 was
very informative. And I hope you agree, too.

If someone has a parting comment, I would give
you maybe ten seconds, but I think we have exhausted it.
Anyone else?

(No response.)

CHMN. PIERCHEH: Then good. Then we are going to
per g@djouenad. Thank Fou.

(The proceeding concluded at 3:00 p.m.)
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