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PROCEEDI NGS

THE COURT: We should all be here for the
hearing noticed in the matter of the Application of
Dom ni on Energy Utah for Approval of Gas Affiliate
| nventory Transfer Agreement. That's Comm ssion Docket
Nunmber 22-057-10. M nanme is M chael Hanmer, and |'m
the comm ssion's designated presiding officer.

Sorry. |I'mlosing ny voice.

Let's go ahead and take appearances,
pl ease, begi nning with Dom nion.

M5. CLARK: Hi. [I'mJenniffer Clark.
| " m counsel for Dom nion Energy, and I have with ne
Kelly B. Mendenhall who will be serving as the conpany's
W t ness today.

THE COURT: Wel cone.

For the division?

MS. SCHM D: Patricia E. Schmd with the
Utah Attorney General's Ofice for the Division of
Public Uilities. The division's witness today is
M. Eric Oton. Thank you.

THE COURT: |Is there anything el se before
we begin with the testinony?

MS. CLARK: We have one prelimnary
matter. The parties in paragraph 12 of the stipulation

that we'll be discussing today have agreed that the
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pl eadi ngs and testinony and exhibits offered in this
case should be admtted in this hearing. And based on
that stipulation, the conpany would nove for the
adm ssion of its application with acconpanying
Exhibits 1 and 2.

MS. SCHM D: And the division would nove

for the adm ssion of its action request response dated

August 5t h.

THE COURT: They're admtted.

MS. CLARK: Thank you.

M5. SCHM D: Thank you

M5. CLARK: W have nothing nore than
t hat .

THE COURT: The conpany may call its
first wtness.
M5. CLARK: Thank you. The conpany calls
Kelly B. Mendenhall.
KELLY B. MENDENHALL,
havi ng been first duly sworn, testified as foll ows:
DI RECT EXAM NATI ON
BY Ms. CLARK:
Q M. Mendenhal |, please state your full nanme
and busi ness address for the record.
A My name is Kelly B. Mendenhall, and ny

busi ness address is 333 South State Street, Salt Lake
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City, Utah.

Q What position do you hold with the conpany?

A I|'"mthe director of regulatory and pricing for
Dom ni on Energy Ut ah.

Q Did you participate in the preparation of the
application in this matter as well as the negotiation of
the settlenment stipulation we're here to discuss today?

A | did.

Q Can you sunmarize for the conm ssion the
relief sought with that settlenment stipulation?

A Yes. | believe ny testinony provides sone
background on why we're here today with this -- this
settlenent, but just to give a brief overview, due to
some supply chain issues we've had over the | ast year,
the part -- or the conpany found it inportant to clarify
the rules under which we would be able to transfer
i nventory between affiliates.

And so if you turn to the settl enment
stipulation, the basis of this agreenent is expl ai ned
there. Let's start -- really it's paragraphs 5 through
8. And I'Il junp around a little bit, but paragraph 5
of the stipulation on page 3 basically says that this
stipul ation does not shift any of the burden of the
conpany to provide evidence that the transfers were just

and reasonabl e and prudent. So that burden of proof
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will still remain with the conpany.

Ski ppi ng down to paragraph 7, we agree
that anytime we nmake an inventory transfer between an
affiliate, that will be reported in our annual affiliate
transaction report along with an explanation as to the
anmpunt of the transfer and why it was necessary.

Moving up to paragraph 6, in instances

where the inventory transfers are over $500, 000, the

conpany will notify the comm ssion at the time of the
inventory transfer and within -- within 30 days of the
transfer.

And then noving down to paragraph 8,
parties agree that we will follow the -- or conply with
Ut ah Adm ni strative Code R746-401-3. And just to
sunmmari ze that piece of code, basically what it says is
anytime the conpany transfers a sale or participates in
the sale of an asset to an affiliate for an anount the
| esser of 10 mllion or 5 percent of gross investnent,
we will file with the comm ssion 30 days prior to that
to receive conm ssion approval.

So just to do the math there, 5 percent
of our gross investnment -- our gross investment right
nowis 3.1 billion, and so that woul d anmount to about
158.6 mllion, so the |lesser of 10 mllion or 158

mllion would be 10 m |l 1li on.
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So basically to sinplify this a little
bit, anytime we transfer inventory $10 mllion or nore,
we will file wwth the comm ssion before that transfer to
get approval.

So those are the -- the inportant terns
of the settlenment. The conpany believes that this is
just and reasonable and in the public interest, and we
ask that the conm ssion approve it. Thank you.

MS. CLARK: M. Mendenhal |'s avail able
for cross-exam nation or comm ssion questions.

THE COURT: Ms. Schm d?

M5. SCHM D: No questions. Thank you.

THE COURT: And | have none. Thank you,
M . Mendenhal |

Anyt hing else, Ms. Cl ark?

M5. CLARK: No. The conpany has nothing
further. Thanks.

THE COURT: Ms. Schm d?

MS. SCHM D: Thank you. The division
would like to call M. Eric Orton as its witness. My
he pl ease be sworn

ERI C ORTON,
havi ng been first duly sworn, testified as foll ows:

DI RECT EXAM NATI ON
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BY MS. SCHM D

Q Coul d you pl ease state your full nane,
enpl oyer, title, and business address for the reco

A My nane is Eric Orton. |'m enployed by
Utah Division of Public Utilities. I'ma utility
t echni cal consul tant.

Q Have you participated on behalf of the
division in this docket?

A | have.

Q Did you prepare or cause to be prepared
filed the division's comments dated August 5th?

A | did.

Q Actually, | guess they're entitled "acti
request response.”

Do you have any changes or correcti

that action request response?

A No. [It's accurate.

Q I f asked the sanme -- if asked to address

sane issues today as are addressed in that respons
woul d your discussion and concl usions be the sane?

A Yes.

Q Do you adopt that action request respons
part of your testinony today?

A | do.

Q Do you have a statenent to provide the

rd.

t he

and

on

ons to

t he

€,

e as
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presiding officer?
A | do.
Q Pl ease proceed.
A Thank you.

On August 5th, 2022, the division filed
its action request response reconmendi ng that the
comm ssi on approve Dom nion's application only if
certain conditions were net.

This filing requested conm ssion approval
of a limted purpose agreenent that would allow the
conpany to transfer inventory itens to and fromits
affiliated sister conpanies without requiring the
conpany to seek commi ssion approval each tine.

The proposed agreenent would potentially
pl ace a conpany and its affiliates in a position simlar
to the position gas affiliates enjoy through the use of
mut ual ai d agreenents.

Currently there are regulatory rul es,
tariff provisions, and merger agreenents that nmay, but
not necessarily, place boundaries around interconmpany
assets and/or inventory transfers |ike the ones
initially proposed in the agreenent, which the division
cites in its action request response.

Al'so in that same nmeno the division noted

that there may be custonmer benefits and snooth
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i nterconpany inventory transfers. However, in its then
current state, the proposed agreenent was not in the
public interest unless certain conditions were net
regardi ng the evidentiary burden of the conpany, the
propriety and need of the transfer, the denonstration
that Utah custonmers were held harnl ess.

Evi dence provided that the item-- itens
transferred to the Utah utility were received at the
| onwer of cost or market and that no asset or inventory
transfer exceed $10 mllion w thout preapproval by the
comm ssi on.

The division has al ways been supportive
of the concept of utilities nutual aid agreenents. The
di vision sees the practicality of an agreenent |ike the
one proposed, which arguably could be net with the
current nmutual aid agreenents, but that an agreenent
such as this m ght provide an additional regulatory
t ransparency.

Following the filing of the division's
meno, settlenment discussions were held. The conpany has
satisfactorily adopted the conditions recomended in the
division's action request response. Therefore, the
di vision has agreed to the stipulation filed on
August 19, 2022, which represents the best agreenent

bet ween the two parties.
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The division recommends this stipulation
and the attached gas affiliate inventory transfer
agreenent represented as settlenent's Exhibit A in the
filing be approved as it is nowin the public interest
and is just and reasonable in its result.

Thank you.

MS. SCHMD: M. Oton is now avail abl e
for cross-exam nation questions and questions fromthe
presiding officer.

THE COURT: Ms. Clark?

M5. CLARK: We have no questions.
Thanks.

THE COURT: | have none. Thank you,

M. Oton.

THE W TNESS: Thank you.

THE COURT: Anything else, Ms. Schm d?

M5. SCHM D: The division has not hi ng
further. Thank you.

THE COURT: |Is there anything else from
either party before we adjourn?

Al right. Have a wonderful day,
everyone. We're adjourned.

MS. SCHM D. Thank you.

(Audi o recordi ng concl uded.)
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CERTI FI CATE

The State of Utah.

I, Heidi Morrison, CCR, RPR, Certified Court
Reporter for the State of Utah, do hereby certify that I
was authorized to and did |listen to and stenographically
transcri be the foregoing audi o-recorded statenment and
that the transcript is a true record to the best of ny
ability.

Wt hout being present or having a video, the

accuracy of the speakers could not be verified.

Dated this 14th day of Septenber, 2022.

Hei di Morri son,
Ut ah CCR 12687621-7801

Veritext Legal Sol utions
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