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I. INTRODUCTION 1 

Q. Please state your name and business address. 2 

A. My name is Kelly B Mendenhall.  My business address is 333 South State Street, Salt Lake 3 

City, Utah.  4 

Q. By whom are you employed and what is your position? 5 

A. I am employed by Questar Gas Company dba Enbridge Gas Utah (“Enbridge Gas”, “EGU” 6 

or the “Company”) as Director of Regulatory and Pricing.  I am responsible for state 7 

regulatory matters for Enbridge Gas in Utah. 8 

Q. What are your qualifications to testify in this proceeding? 9 

A. I have listed my qualifications in EGU Exhibit 1.01. 10 

Q. Attached to your written testimony are EGU Exhibits 1.01 through 1.07.  Were these 11 

prepared by you or under your direction?  12 

A. Yes, unless otherwise stated.  If otherwise indicated, they are true and correct copies of 13 

what they purport to be. 14 

Q. What is the purpose of your testimony in this Docket? 15 

A. My testimony provides an overview of merger commitments agreed to in Docket No. 23-16 

057-16 and addresses how the Company has complied with these commitments.  My 17 

testimony also discusses the test period that the Company believes best reflects the rate-18 

effective period, and I introduce the Company’s witnesses who support the proposed return 19 

on equity of 10.6% and overall cost of capital of 7.61%, the proposed test period, the 20 

revenue requirement, the cost-of-service and rate-design proposals in this docket, as well 21 

as the proposed changes to the Company’s Utah Tariff No. 700 (“Tariff”).   22 
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II. INTRODUCTION OF WITNESSES 23 

Q. Please identify the Company’s witnesses? 24 

A. Ms. Jennifer Nelson, a Vice President at Concentric Advisors, will provide testimony 25 

supporting the Company’s capital structure, cost of debt, cost of equity, and overall rate of 26 

return.  27 

 Mr. Warren Reinisch, Director of Treasury, will provide testimony supporting the 28 

Company’s proposed actual 2026 capital structure. 29 

 Mr. Jordan K. Stephenson, Manager of Regulation for EGU, provides testimony supporting 30 

the proposed test period and showing that the selected future test period best reflects the 31 

conditions that will exist during the rate-effective period.  Mr. Stephenson also provides 32 

the revenue requirement for the proposed test period.  33 

 Mr. Austin C. Summers, Manager of Regulation for the Company, provides testimony 34 

supporting the Company’s cost-of-service model and rate design for all rate classes.  35 

 Mr. David C. Landward, Regulatory Consultant, provides testimony that explains and 36 

proposes changes to the weather normalization adjustment. 37 

 Mr. Jordan Parks, Regulatory Analyst III, provides a summary of the Tariff changes 38 

proposed by the Company. 39 

III. BACKGROUND 40 

Q. Can you summarize the relief the Company is requesting? 41 

A. Yes.  As demonstrated in my testimony and the other supporting Company testimony, the 42 

Company has identified a $115 million revenue deficiency and seeks a rate increase to 43 

address that deficiency.   44 
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Q. Are there additional drivers that are causing the Company to seek rate relief in this 45 

docket? 46 

A. Yes.  The projected 2026 rate base is $3.2 billion, about $664 million higher than the 2023 47 

test period rate base in the 2022 general rate case.  The return, depreciation and property 48 

taxes associated with this rate base are the main drivers for the requested increase.   49 

Q. What impact does this proposal have on customers? 50 

A. A typical residential customer using 70 Dths would see about a $61 or 9.5% annual increase 51 

if this request is approved.   52 

Q. What impact does this increase have on customer bills when compared to historical 53 

periods? 54 

A. The annual bill for a typical customer is provided in the table below: 55 

 56 

 As the chart shows, the typical residential customer would pay $703 per year beginning 57 

January 1, 2026 if the Company’s proposal is approved. Comparing the proposal to prior 58 

years, the typical bill has increased at a rate lower than inflation over the last ten years.   59 
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IV. TEST PERIOD 60 

Q. What is the Company’s proposed test period in the rate case? 61 

A. The Company is proposing an average 13-month forecasted test period for the year ending 62 

December 31, 2026.  Mr. Stephenson discusses how the conditions the Company expects 63 

during the proposed test period best reflects the conditions the Company will encounter 64 

during the rate-effective period. 65 

Q. What evidence can the Company provide that its forecasted test period is reliable? 66 

A. With respect to Operation and Maintenance (“O&M”) expense, Mr. Stephenson’s EGU 67 

Exhibit 4.08 shows that for the last five years the Company’s actual O&M expense have 68 

been, on average, 2% higher than forecasted.  Overall, the Company’s budgeting process 69 

has been accurate and reliable.   70 

Q. Have the Company’s capital budget forecasts been accurate?   71 

A. Yes.  Although the projections provided in November of each year require forward-looking 72 

assumptions concerning complex situations, the Company is pleased to have been within 73 

2.7% of cumulative budgeted annual spending since 2020.  74 

 

 Budget Actual Variance 

2020 $338,438,948   $328,672,812  -$9,766,136  

2021  $362,790,914  $365,270,888 $2,479,974 

2022      $357,773,923 $364,812,343 $7,038,420 

2023  $299,616,055 $337,315,348 $37,699,293 

2024  $321,516,917 $329,171,632 $7,654,715 

Average $336,027,351  $345,048,605 $9,021,253 

% Variance 

  

      102.68% 
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V. QUESTAR GAS CHANGE OF OWNERSHIP 75 

Q. On May 16, 2024, the Commission approved a stipulation filed in the sale of Fall West 76 

Holdco, LLC to Enbridge Quail Holding, LLC.  The stipulation contained several 77 

commitments with respect to the sale and Commission approval of that sale. Can you 78 

provide a status update on the Company’s compliance with these commitments?  79 

A. Yes.  As I discuss further, the Company has complied with the terms of the stipulation and 80 

will continue to perform its obligations in the stipulation.  The Company filed its first 81 

integration progress report on April 14, 2025.  I have attached that report as EGU Exhibit 82 

1.02.  Per the terms of the stipulation, this report will be filed quarterly until the conclusion 83 

of the Company’s next general rate case.   84 

Q. Please highlight some of the more substantive commitments contained in the 85 

stipulation. 86 

A. Many of the 36 commitments focused on compliance with existing rules, orders, etc.  While 87 

the Company is complying with all of the commitments, in the table below, I have focused 88 

on some of the new commitments that I expect would be of particular interest to the 89 

Commission:   90 

Merger Stipulation 
Provision Number 

Provision Summary 

7b Gas Supply Sourcing 

8 Customer Communications Plan 

9.c.i. Infrastructure Replacement Tracker cap 

9cii Infrastructure Replacement Tracker (“IRT”) credit 

11 Transaction Costs 

13c Operating and Maintenance Expense per customer 
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Merger Stipulation 
Provision Number 

Provision Summary 

17a Charitable Contributions 

23d Customer Satisfaction Standards  

A. Merger Stipulation Provision 7b – Gas Supply Sourcing 91 

Q. What was the specific merger commitment related to reporting gas supply sourcing?   92 

A. Paragraph 7b of the Merger Stipulation states: “In the 2024 Integrated Resource Plan 93 

(“IRP”), Questar Gas will provide historical information specifying the volumes and the 94 

location(s) of its gas supply purchases for the prior three IRP years.  In each IRP thereafter, 95 

Questar Gas will update such information by including comparable information for the 96 

next succeeding year.  Questar Gas will, to the extent known to Questar Gas, provide 97 

information on the origin of gas purchased at each identified purchase point and the 98 

location of Wexpro Production utilized during each year.” 99 

Q. How has EGU complied with this commitment?   100 

A. The Company complied with this request in its 2024 IRP filing in Docket No. 24-101 

057-04.  The requested information was provided in a February 15, 2024, technical 102 

conference and again in Table 8-5 and Table 9-3 in the actual document.1  As the tables 103 

show, all of the natural gas used by Enbridge Gas Utah customers is sourced from Utah, 104 

Wyoming or Colorado.   105 

 

1 pscdocs.utah.gov/gas/24docs/2405704/334287EGUIRPJun12024toMay3120256-14-2024.pdf. 

https://pscdocs.utah.gov/gas/24docs/2405704/334287EGUIRPJun12024toMay3120256-14-2024.pdf
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B. Merger Stipulation Provision 8 – Customer Communication plan 106 

Q. What was the specific merger commitment related to the customer communication 107 

plan?   108 

A. Paragraph 8 of the Merger Stipulation states: “8. EQ Holdings will develop and provide to 109 

the Division and the OCS a plan identifying how it intends to communicate the change in 110 

ownership of Questar Gas from Dominion Energy to EQ Holdings.  Upon approval of the 111 

Application in this matter and until such communications plan concludes, Questar Gas will 112 

periodically meet with the OCS and the Division to share details, and receive feedback, 113 

about the communications plan.”  114 

Q. How has EGU complied with this commitment?   115 

A. The Company held meetings with the OCS and DPU on May 7, 2024.  An attachment of 116 

the communications plan that was shared at that meeting is provided in EGU Exhibit 1.02, 117 

beginning on page 9.  The Company appreciates the engagement and feedback provided 118 

by the OCS and DPU.  An additional follow-up email with additional information was 119 

shared on October 28, 2024.  This communications plan and rebranding update is attached 120 

in pages 30-45 of EGU Exhibit 1.02.  As of today, the communication plan with respect to 121 

the name change is complete and all customer communications channels have been moved 122 

over to an Enbridge-only platform.  The overall feedback the Company has received has 123 

been positive and it has been considered a success.   124 

Q. In addition to changing the name on all customer communications channels will 125 

Enbridge be making any other notable changes to its communications plan to 126 

customers? 127 

A. Yes.  In 2018, Dominion Products and Services entered into an agreement with Homeserve 128 

Inc. to allow Homeserve to use the Dominion logo on Homeserve mailings to customers.  129 

Enbridge has chosen to discontinue this relationship in Utah.  Enbridge has not allowed 130 

Homeserve to use the Enbridge logo or name on any mailings to Utah customers and, 131 

effective December 31, 2025, all legacy Homeserve customers currently receiving 132 

Homeserve charges on an Enbridge Gas Utah bill will be moved off the Enbridge Gas Utah 133 
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bill and be billed by Homeserve directly if they choose to continue to receive Homeserve 134 

warranty services.       135 

C. Merger Stipulation Provision 9ci – Infrastructure Replacement cap 136 

Q. Please provide more detail about the Infrastructure Replacement cap?   137 

A. Paragraph 9c.i. of the Merger Stipulation states:  “Questar Gas will not propose an increase 138 

to the current Commission approved Infrastructure Replacement Investment level of $84.7 139 

million, adjusted annually based on the GDP deflator index, for Questar Gas’s next two 140 

general rate cases.” 141 

Q. Has Enbridge complied with this commitment?   142 

A. Yes.  The Company is not proposing any changes to the infrastructure rate adjustment tariff 143 

in this case.   144 

D. Merger Stipulation Provision 9cii – Infrastructure Replacement credit 145 

Q. Please provide more detail about the Infrastructure Replacement credit?   146 

A. Paragraph 9cii of the Merger Stipulation states:  “In Questar Gas’s next Infrastructure 147 

Replacement tracker rate adjustment filing with the Commission in 2024, Questar Gas will 148 

apply a $275,000 credit to the revenue requirement calculation, effectively reducing the 149 

revenue collection from Questar Gas’s Customers through the surcharge by such amount 150 

for one year, as calculated pursuant to Questar Gas’s Tariff PSCU 600, Section 2.07.” 151 

Q. Has Enbridge complied with this commitment?   152 

A. Yes.  In Docket Nos. 24-057-21 and 24-057-24, the Company included the $275,000 credit 153 

in its revenue requirement calculation. The credit took effect on November 1, 2024, and 154 

will remain in effect until at least November 1, 2025.  155 
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E. Merger Stipulation Provision 11 – Transaction Costs 156 

Q. Please provide more detail about the provision related to transaction costs?   157 

A. Provision 11 of the Merger Stipulation states: “Transaction costs associated with the 158 

Transaction will not be recovered through the rates of Questar Gas or recovered through 159 

charges from affiliated companies of Enbridge or EQ Holdings to Questar Gas.  160 

Transaction costs are defined as: (i) legal, consulting, or other professional advisor costs to 161 

initiate, prepare, consummate, and implement Transaction, including obtaining regulatory 162 

approvals; (ii) rebranding costs, including websites, advertising, vehicles, signage, 163 

printing, and stationary; (iii) executive change in control costs (severance payments and 164 

accelerated vesting of share-based compensation); and (iv) financing cost related to the 165 

Transaction, including bridge and permanent financing costs, executive retention 166 

payments, costs associated with shareholder meetings, and proxy statement related to 167 

Transaction approval.” 168 

Q. Has Enbridge complied with this commitment?   169 

A. Yes.  There were costs incurred by Enbridge at the parent level and costs incurred by 170 

Questar Gas.  The costs borne by Enbridge were kept in the Enbridge accounting system 171 

and not included as part of Questar Gas costs.  The costs incurred by Questar Gas have 172 

been booked below the line and are included on page 46 of EGU Exhibit 1.02. 173 

F. Merger Stipulation Provision 13c – Operating and Maintenance 174 

Administrative and General Expense/Customer 175 

Q. What was the commitment related to OMAG/Customer expense?   176 

A. Paragraph 13c of the Merger Stipulation states: “Questar Gas will not seek recovery in its 177 

next two general rate cases for any increase in the aggregate total inflation adjusted 178 

Operating, Maintenance, Administrative, and General Expenses (excluding energy 179 

efficiency, bad debt, and pension costs) cost per customer over the cost per customer for 180 

such items for the 12 months ended December 2023, unless Questar Gas can demonstrate 181 

that such increase was not caused by the transaction (for example supply chain cost 182 

increases or cost increases caused by changes in accounting policy or legal and regulatory 183 
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requirements).  The amount for such items per customer for the 12 months ended December 184 

2023 was $125.89 (2023 Baseline Cost Per Customer), as calculated in Attachment 1 to 185 

this Commitment Matrix.  Questar Gas will increase the 2023 Baseline Cost Per Customer 186 

annually (as increased at the end of each year, the Adjusted Baseline Cost Per Customer) 187 

for inflation, if positive over the prior year, by the inflation factor of the U.S. Consumer 188 

Price Index – All Urban Consumers and compare the Adjusted Baseline Cost Per Customer 189 

to Questar Gas’s actual per customer cost for Operating, Maintenance, Administrative, and 190 

General Expenses (excluding energy efficiency, bad debt, and pension costs) in the 191 

Integration Progress Report referred to in Commitment No. 36.”  192 

Q. What is the adjusted baseline for 2024? 193 

A. The calculated cap and actual 2024 O&M expenses are shown in the table below: 194 

Period Operating and Maintenance per customer 

2023 Baseline $125.89 

2024 Adjusted for Inflation Baseline $130.86 

2024 Actual  $127.05 

 As the table shows, the actual 2024 O&M per customer of $127.05 was well below the 195 

inflation adjusted baseline of $130.86.  The detailed calculation can be found on page 47 196 

of EGU Exhibit 1.02.    197 

G. Merger Stipulation Provision 17a – Charitable Donations 198 

Q. What commitments did the Company make with respect to charitable giving?   199 

A. Paragraph 17a of the Merger Stipulation states: “Questar Gas’s charitable contributions 200 

were $1,445,602 in 2022.  In addition, Questar Gas disbursed $217,500 to various arts and 201 

education organizations through a trust.  Commencing in the first calendar year in which 202 

the closing occurs, EQ Holdings will increase Questar Gas’s charitable contributions by 203 

$175,000 per year for three years.  The continuation of these contributions, with the 204 

incremental support, will benefit the local communities by helping to ensure continuity in 205 

efforts to support local charitable causes.  Also, after the closing, the arts and education 206 
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trust will be liquidated and the assets in the trust (approximately $3 million) will be given 207 

to the various arts and education organizations.”   208 

Q. Has the Company complied with this commitment?   209 

A. Yes.  In 2024, the Company donated $1,728,460 to charitable causes in Utah and 210 

Wyoming, an amount that was $107,858 or 7% higher than the original commitment of 211 

$1,620,602.  Additionally, the arts and education trust was liquidated on June 24, 2024 and 212 

$4,036,691 was given to Utah and Wyoming universities and arts organizations.  213 

H. Merger Stipulation Provision 23 – Customer Service Metrics 214 

Q. What was Enbridge’s commitment related to customer service metrics?   215 

A. Paragraph 23 of the Merger Stipulation states: “Following closing of the Transaction, 216 

Questar Gas will work with the Division and the OCS on a collaborative basis and update 217 

the Customer Satisfaction Standards, considering recent historical results.  Questar Gas 218 

will report quarterly on its performance relative to the Customer Satisfaction Standards.  219 

Quarterly reporting will continue through completion of the second general rate case filing 220 

following closing of the Transaction.  If service levels fall short of the agreed “goals” 221 

identified in the updated Customer Satisfaction Standards, Questar Gas will file a 222 

remediation plan with the Commission explaining the undertakings Questar Gas will 223 

implement to improve and restore service to meet these goals.” 224 

Q. Is the Company complying with this commitment? 225 

A. Yes.  226 

Q. Please provide an update on this commitment.   227 

A. The Company met with the DPU and OCS as well as the Office of Consumer Advocate in 228 

Wyoming.  Based on those discussions, the Company is proposing, and the parties have 229 

agreed, to change five metrics going forward.   230 

 The purpose of the metrics is to create a baseline that the Company’s performance can be 231 

tracked against over time.  The proposed changes are shown in the table below. 232 
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 Previous 
Metric 

Proposed 
Metric 

18-Month 
Average 

How satisfied are you with the product and 
services you receive 

6.0 5.9 5.94 

Callers that hang up after menu choice is 
made 

< 2% < 5% 4.21% 

Percentage of calls answered within 60 
seconds after customer chooses menu option 

85% 75% 78.9% 

Average wait for customer after menu 
selection to speak to an agent 

< 45 sec < 85 sec 71 sec 

Amount of time talking with customer to 
complete request 

< 5 min < 6 min 7.44 min 

 233 

Q. Please provide some background on why you have changed the survey metric “How 234 

satisfied are you with the product and services you receive?” 235 

A. This metric is being changed from 6.0 to 5.9 to reflect the most recent average of this result.  236 

While it isn’t a large difference, we felt it was important to establish an accurate baseline. 237 

Q. Please provide background on why you are proposing to change the metric titled 238 

“percent of callers that hang up after menu choice is made.” 239 

A. Over the past several years, the Company has created options for customers to resolve their 240 

inquiries.  Some of these include interactive voice response, online account management, 241 

and a mobile app option.  These channels allow customers to perform simple tasks 242 

themselves, such as turn on/off service or check account balances, rather than having to 243 

speak with a representative.  As a result, because more customers can resolve their issue 244 

without speaking to a customer care agent, more customers hang up after going through 245 

the call menu than they did in 2016, even though those customers are not hanging up due 246 

to a delay in speaking to a representative.  While the implementation of these options has 247 

allowed for quicker resolution of easier tasks, it means that the remainder of calls to the 248 
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call center involve more complex issues that take time to resolve.  The change in this metric 249 

is intended to set a proper baseline for the calls that are addressed through a call center 250 

representative.   251 

Q. Did the call complexity cause you to also change the other three metrics related to call 252 

wait times, the amount of time talking with customer, and time to complete a request? 253 

A. Yes, the call complexity has a large impact on these metrics.  Additionally, over the past 254 

several years, competition for call center representatives has increased.  This has caused 255 

much turnover and difficulty in maintaining a fully staffed call center.  This turnover results 256 

in less experienced representatives answering phone calls, which also contributes to the 257 

longer call times.  In addition to call complexity and less experienced call center 258 

employees, there has been a large focus over the last few years on first call resolution that 259 

increases talk time but also increases customer satisfaction by resolving customer issues 260 

on the first call and eliminates subsequent calls by customers.  As a result of these changes, 261 

the “Percentage of calls answered within 60 seconds after customer chooses menu option” 262 

has been changed from 85% to 75%.  Also, the metric “average wait” for customer after 263 

menu selection to speak to an agent has been changed from <45 seconds to <85 seconds.  264 

Finally, the “Amount of time talking with customer to complete request” metric has been 265 

increased from 5 minutes to 6 minutes to reflect the increased complexity of the calls.     266 

Q. Did the parties discuss any new metrics to measure the use of these new self-serve 267 

options by customers? 268 

A. Yes, going forward the parties agreed to add a new metric to track self-serve interactions.  269 

This will reflect the number of customers resolving inquiries themselves over time through 270 

the options discussed above.  A summary of this metric for 2024 is shown in the table 271 

below:   272 

Q1 2024 Q2 2024 Q3 2024 Q4 2024 2024 Average 

88% 88% 88% 89% 88.2% 

 As the table shows, most transactions are now being completed through self-serve option.  273 
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Q. What is your overall conclusion after reviewing the merger commitments in the first 274 

year? 275 

A. Enbridge Gas Utah is complying with the commitments it made at the time of the merger.     276 

VI. CONSERVATION ENABLING TARIFF REVIEW 277 

Q. Did the Commission order a reevaluation of the Conservation Enabling Tariff in the 278 

last general rate case?  279 

A.  Yes.  In Docket No. 22-057-03, the Commission stated, “The CET mechanism was 280 

implemented in 2006 and has been reauthorized in each general rate case since then.  No 281 

party has asked us to discontinue the CET in this docket; accordingly, we approve its 282 

continued operation.  Several parties have requested a more robust evaluation of the CET 283 

in DEU’s next general rate case.  We find that to be an appropriate way to ensure the CET 284 

continues to serve the objectives for which it was originally designed.  We direct DEU to 285 

present a technical conference during the second or third quarter of 2023 to begin framing 286 

this evaluation.”  (Commission Order, Docket 22-057-03, December 23, 2002, page 51).  287 

Q. Did the Company hold a technical conference as ordered by the Commission?    288 

A. Yes.  On July 6, 2023, the Company held a technical conference regarding the CET.  A 289 

recording of the technical conference can be found on the Commission website under 290 

Docket No. 22-057-03.  The presentation provided during that technical conference is 291 

attached as EGU Exhibit 1.03.  292 

Q. The Commission Order in Docket No. 22-057-03 highlighted the importance of 293 

ensuring the original objectives of the CET were still being satisfied.  Were these 294 

objectives discussed in the CET technical conference? 295 

A. Yes.  Originally, the CET was approved to remove the barrier for the Company to offer 296 

energy efficiency programs because revenue collected would not be impacted by declines 297 

in usage.  That purpose is still served by the CET.  In addition, as I discuss in more detail, 298 

the CET has provided the benefit of ensuring that revenue is neither under-collected nor 299 

over-collected by the Company.  300 
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Q. Has the Company encouraged energy efficiency with its customers? 301 

A. Yes.   Since the inception of the energy efficiency programs in 2007, the Company has 302 

paid out over 1.4 million rebates to about half of the customers in Utah.  More specifically, 303 

since 2007, the Company has paid nearly 240,000 rebates to about 200,000 customers who 304 

replaced furnaces.   Additionally, beginning in 2021, the Company first offered rebates to 305 

customers for purchasing and installing high efficiency dual fuel heating systems.  Dual 306 

fuel heating systems are estimated by the Company to reduce annual natural gas usage 307 

related to space heating by nearly half of what the average customer would otherwise use 308 

annually.  The Company is one of the earliest natural gas utilities in the United States to 309 

incentivize this type of technology.  Since 2021, the Company has rebated over 9,500 dual 310 

fuel heating systems.  Between the high efficiency furnaces and dual fuel heating systems 311 

purchased and installed, incentivized customers are forecasted to save over 50 million 312 

dekatherms of natural gas over the useful life of the equipment.   313 

Q. Can you provide an overview of the history of the CET?    314 

A. Yes.  A timeline is provided on page 3 of EGU Exhibit 1.03.  The evaluation of the CET 315 

began back in 2002.  The Company filed a general rate case and in that case the 316 

Commission ordered the parties to create a task force to discuss alternative ratemaking 317 

options.  Full revenue decoupling was one of those options, along with straight fixed 318 

variable option (revenue is collected through a very high basic service fee) and lost revenue 319 

option (lost revenue related to energy efficiency is estimated and collected through a rider).  320 

This led to a Company request in Docket No. 05-057-T01 to implement the CET as a 3-321 

year pilot program.  Ultimately, the parties in that case were able to agree to a settlement 322 

compromise where the Company would pilot full decoupling for three years and every year 323 

the Company would come back in and review the mechanism.  The stipulation was 324 

approved in 2006 and in 2007, and the one-year review was completed, and the mechanism 325 

was allowed to continue.  In 2008, the Company had a rate case during what would have 326 

been the year-two review period.  Although there wasn’t a lot of discussion about the CET 327 

in that case, the Commission permitted the CET to continue.  The Commission extended 328 

the pilot program to 2010.   329 
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Q. When was the CET changed from a pilot program to a regular ongoing program by 330 

the Commission? 331 

A. In 2010, a stipulation was reached in the Company’s general rate case in Docket No. 09-332 

057-16 whereby the parties agreed that the CET would no longer be a pilot program and 333 

would continue as an approved regular program by the Company.  As such, 2025 marks 19 334 

years that the CET mechanism has been in place.  As I discuss in further detail below, the 335 

CET continues to serve the objectives for which it was originally designed and is just, 336 

reasonable, and in the public interest.  As a result, the Company maintains that the CET 337 

should continue to operate.    338 

Q. Can you provide an overview of the mechanics of the CET?    339 

A. Yes.  The CET is a revenue decoupling mechanism, which means that it adjusts revenue 340 

based on these usage differences over time.  To determine the components for the 341 

mechanism, the first step is to set the allowed revenue per customer.  This is done through 342 

a general rate case.  Page 4 of EGU Exhibit 1.03 provides an example.  In that example, 343 

the revenue requirement is $100.  There are 10 customers and 100 Dths of projected usage.  344 

Through a general rate case, the allowed revenue per customer, once determined, and actual 345 

revenue are “coupled” so they are equal.  After rates become effective, the number of 346 

customers and usage will change at different rates over time and revenue will become 347 

“decoupled”.  The CET adjusts revenue based on the usage as it changes over time.  Page 348 

6 of Exhibit 1.03 shows what would happen over time when declining usage occurs.  In 349 

that instance, the hypothetical usage drops from 100 Dth to 90 Dth so only $90 would be 350 

collected through the volumetric rate.  This is $10 less than the allowed revenue per 351 

customer, meaning that the under-collection is $10.  As a result, in that example, the $10 352 

under-collected amount would be recovered from customers over the following next year 353 

through a surcharge.   354 

Q. Does the mechanism return money to customers if the account becomes over-355 

collected? 356 

A. Yes, the CET returns money to customers when the Company collects more revenue than 357 

allowed.  That scenario is demonstrated through the example on page 7 of Exhibit 1.03.  In 358 
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that example, usage has gone up and the total amount of revenue collected is $110.  Because 359 

the allowed revenue was only $100, the Company has over-recovered $10 from customers.  360 

This over collection would be returned to customers over the following year through a CET 361 

surcredit.  As I explain below, the Company has been in an over-collected status for the 362 

last couple of years, meaning that funds have been returned to customers through the CET. 363 

Customers have not had to pay any surcharge amounts.   364 

Q. In addition to the information you provided in the July 6, 2023, technical conference, 365 

did parties who participated in the technical conference ask for any additional 366 

information to be discussed in your testimony in this case?    367 

A. Yes.  A review of the technical conference identified eight areas where parties asked for 368 

additional information.  A summary of these items is shown in the table below: 369 

Area Location in technical 
conference 

Request 

Weather Normalization 13 minutes Explore additional methods 
other utilities use for 
calculating weather 
normalization 

Usage impacts 29 minutes Provide a qualitative 
discussion on the different 
impacts on usage 

Historical comparison of GS 
usage and rate 

30 minutes Provide historical 
comparison of usage-per-
customer and price for the 
entire GS class 

Energy Efficiency savings 35 minutes Provide the annual and first 
year savings and lifetime 
gross savings provided by 
the program 

Cost Effectiveness Tests 44 minutes Provide a deeper dive into 
tests discussed in DSM 
advisory group meetings 

RIM Test 46 minutes Discuss trend in RIM and 
causes 
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Decoupling mechanism map 33 minutes Update national map to 
show only gas utilities with 
decoupling mechanisms 

Economic Literature 42 minutes Address the economic 
literature suggesting that 
revenue decoupling 
removes the incentive for a 
company to be 
operationally efficient. 

Q. Do you address any of these issues further in your testimony? 370 

A. Yes.  In the paragraphs that follow I’ll provide additional detail about each area of interest.  371 

A. Weather Normalization 372 

Q. In the technical conference you were asked to explore additional methods for 373 

calculating weather normalization.  Did you research that issue?    374 

A. Yes.  Through a survey issued by the American Gas Association, we were able to ask peer 375 

utilities how they calculate weather normalization in their jurisdiction.  Eleven peer 376 

companies responded to the survey.  Mr. Landward and I also reached out to some industry 377 

experts to find out if they had seen any different methodologies.  378 

Q. Please summarize the findings.   379 

A. There are two main ways that gas utilities calculate weather normalization.  The first 380 

method calculates a weather normalization adjustment (“WNA”) for each individual 381 

customer each month and includes it as part of their bill.  This is the methodology that the 382 

Company uses.  The second method calculates WNA on an aggregate basis for all 383 

customers and then that revenue difference is collected through a surcharge or some other 384 

mechanism from all customers.  Mr. Landward will discuss the AGA survey in more detail 385 

as well as a proposal to shorten the normal degree day baseline from 20 years to 10 years.  386 
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B. Usage Impacts 387 

Q. In the technical conference you discussed different reasons customer usage can 388 

fluctuate over time.  You were asked to provide that information in this proceeding.  389 

Please summarize the reasons for changes in usage. 390 

A. There are four main reasons that can cause differences between actual usage and forecasted 391 

usage in a rate case.  They are weather, forecasting variances, price and energy efficiency.   392 

Q. Please discuss how weather impacts a customer’s usage.   393 

A. Weather can increase customer usage, depending on whether it is colder than normal or 394 

warmer than normal.  Intuitively, if it is colder than normal, customer usage increases, 395 

while the opposite is true if it is warmer than normal.  As Mr. Landward will discuss, the 396 

Company believes that the application of a WNA to the non-gas portion of the bill creates 397 

more accurate billing than no WNA at all.   398 

Q. Please discuss how forecasting variance can cause usage to be higher or lower than 399 

expected. 400 

A. In rate cases, test period billing determinants are forecasted.  Specifically in this case, the 401 

forecasted Dths are based upon the Company’s estimate of 2026 volumes.  It should be 402 

noted that whether billing determinants are based on a historical or forecasted number, it 403 

is still a forecast because actual usage will be different from whatever is used for rate setting 404 

purposes.  Due to the large number of volumes involved in the forecast, even a small 405 

difference can create a material change in revenue.   406 

Q. How does the CET help eliminate the effects of forecasting error? 407 

A. The CET ensures that the Company only collects its allowed revenue per customer.  408 

Customer estimation is much more accurate than usage estimation.  For example, in the 409 

last 10 years, the Company has added between 22,000 and 28,000 customers annually.  410 

Assume the Company estimates 22,000 customers but really adds 28,000 customers.  A 411 

6,000 customer difference would be a big difference in a customer forecast.  However, 412 

because the existing customer base is 1.1 million customers, the forecast would only be off 413 

by one half of one percent.  Because usage is dependent on so many variables and lifestyle 414 
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changes, a usage forecast within one half of one percent of the actual customer number 415 

would still be viewed as an accurate forecast.  Because the CET forecast focuses on the 416 

customer forecast and adjusts away any differences due to usage, the revenue collection is 417 

more accurate, protecting both the Company and the customer.    418 

Q. Please discuss the impact that energy efficiency has on usage? 419 

A. As more efficient appliances and building measures are used in homes, this energy 420 

efficiency should reduce the amount of energy used in the home.  I will discuss this in more 421 

detail in section D below.   422 

Q. Please provide a comparison of how price impacts customer usage.   423 

A. Like weather, price is inversely related to usage.  While natural gas usage is thought to 424 

have a certain amount of inelasticity, customer behavior will change if the price change is 425 

too dramatic.  In the technical conference a slide was shared that showed residential usage 426 

per customer compared with the real GS rate from 2006-2021.  This slide is provided on 427 

page 11 of EGU Exhibit 1.03.  While the full effect of price on usage is difficult to isolate 428 

with full certainty, the trend in price has most likely had the effect of increasing customer 429 

usage over time holding everything else constant.  In the technical conference a request 430 

was made to show the total average general service customer usage relative to price.  This 431 

would be different from the original chart that provided just residential usage and not all 432 

general service customers.     433 

C. Historical comparison of GS usage and rate 434 

Q. Have you updated the graph in Exhibit 1.03 page 11 to include the usage of all General 435 

Sales customers? 436 

A.  Yes, that chart has been provided as EGU Exhibit 1.04.  As the chart shows, except for a 437 

price bump due to commodity shocks in 2022-2023, the GS winter rate has steadily 438 

decreased over the last 19 years.   439 



 EGU EXHIBIT 1.0 
DIRECT TESTIMONY OF  DOCKET NO. 25-057-06 
KELLY B MENDENHALL  PAGE 21  
 

 
 

D. Energy Efficiency savings 440 

Q. Please discuss how energy efficiency has reduced usage over time on your system? 441 

A. As was previously stated, since 2007, the Company has incented customers to reduce their 442 

usage.  Additionally, the Company has offered home energy audits since the beginning of 443 

the programs and introduced customer energy comparison reports starting in 2011.  These 444 

two initiatives have also helped to change customer energy usage behaviors.  Although it’s 445 

difficult to quantify how much energy efficiency specifically has impacted customer usage 446 

over time, it is generally agreed that the result has been a decrease.  A summary of Dth 447 

savings since the inception of the program is provided in the table below: 448 

   449 

Q. Please explain the difference between Total Annual (Gross) Dth Savings and Total 450 

Lifetime (Gross) Dth Savings.   451 

A. The Annual Gross Dth Savings figure represents the aggregate annual deemed savings for 452 

every measure that resulted in a rebate being paid out to a customer.  So, for example, a 453 

customer who installed a 95% high efficiency furnace has an annual (Gross) deemed 454 

savings of 11.8 Dths for the next 20 years.  The chart shows that, in 2024, all the rebates 455 

paid sum to a total of 927,035 Dths saved.  The Total Lifetime Gross Dth Savings figure 456 

represents the deemed savings over the life of the measure.  Going back to the furnace 457 

Years 

2007-2016 

2017 

2018 

2019 

2020 

2021 

2022 

2023 

2024 

Total 

Total Annual (Gross) 
Dth Savings 

7,137,046 

1,044,307 

998,419 

1,099,047 

1,158,448 

931,950 

949,449 

1,047,764 

927,035 

15,293,465 

Total Lifetime (Gross) 
Dth Savings 

158,524,991 

15,376,023 

12,734,226 

15,095,194 

19,038,255 

15,439,817 

16,018,029 

16,239,031 

15,423,781 

283,889,347 

Number of Rebates 
Paid 

900,222 

73,883 

76,690 

77,081 

86,169 

57,768 

53,429 

54,968 

59,500 

1,439,710 
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example, the deemed savings for a furnace would be 236 Dths (11.8 Dths X 20 years).  The 458 

Total Lifetime Gross Dth savings would be the sum of all these lifetime savings 459 

calculations for each measure paid.   460 

Q. In the case of annual savings, wouldn’t they be cumulative over time? 461 

A. Yes.  For example, if the program paid one furnace rebate every year, those savings would 462 

stack over time so that the savings would be cumulative.  A five-year example is shown in 463 

the table below: 464 

 Year 1 Year 2 Year 3 Year 4 Year 5 

 11.8 11.8 11.8 11.8 11.8 

  11.8 11.8 11.8 11.8 

   11.8 11.8 11.8 

    11.8 11.8 

     11.8 

Total  11.8 23.6 35.4 47.2 59 

 Because the natural gas savings compound over time, the amount of annual savings in 2024 465 

is closer to the 15.3 million Dths per year than the 927,000 Dths per year shown in the table 466 

on the prior page.  This is how the Company’s cost effectiveness model (Model), based on 467 

the California Standard Practice Manual and first used by the Company in Docket No. 05-468 

057-T01, has evaluated natural gas savings since the beginning of the programs. 469 

Q. How do these savings figures compare to the Company’s total usage each year? 470 

A. Total sales for the Company in 2024 were 213,396,183 Dths.  For General Service 471 

customers in Utah, the amount was 106,719,832 Dths.   472 
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Q. What is the general takeaway from this energy efficiency data? 473 

A. Whether you look at the cumulative number or the annual number, the Company has 474 

encouraged energy efficiency for its customers, and customers have become more efficient.  475 

As was mentioned earlier, this was the main goal of the CET in the original docket.   476 

E. Cost Effectiveness Tests 477 

Q. In the technical conference there was a lot of discussion about cost effectiveness tests.  478 

Were there any requests made with respect to these measures of energy efficiency? 479 

A. Yes.  A request was made that a deeper dive on cost effectiveness tests be provided in an 480 

upcoming energy efficiency advisory group meeting. 481 

Q. Has this been discussed in an advisory group meeting? 482 

A. Yes.  The Company held a meeting on April 29, 2025, and the four resource cost tests were 483 

explored in greater detail.   484 

F. Ratepayer Impact Measure Test 485 

Q. Were there questions about the Resource Impact Measure (“RIM”) Test in the 486 

technical conference? 487 

A. Yes.  Specifically, there was interest in the trend of the RIM test over time.  The historical 488 

trend for all four tests is shown in the table below: 489 

Year TRC UCT PCT RIM 

2018 1.00 2.88 1.24 0.73 

2019 1.10 2.75 1.49 0.84 

2020 1.38 3.33 1.86 0.85 

2021 1.54 3.79 1.82 0.87 

2022 1.86 2.05 4.38 0.96 



 EGU EXHIBIT 1.0 
DIRECT TESTIMONY OF  DOCKET NO. 25-057-06 
KELLY B MENDENHALL  PAGE 24  
 

 
 

2023 1.58 1.90 5.27 0.90 

2024 1.62 1.78 5.30 0.88 

 As the table shows, the RIM had been increasing from 2018 through 2022.  In the technical 490 

conference the question was asked what was causing the trend.   491 

Q. What caused the increase in the trend in RIM from 2018 to 2022? 492 

A. To explain the cause of the trend it’s important to understand how the RIM is calculated 493 

by the Model. The Model evaluates benefits/costs and returns a net present value calculated 494 

from the useful life of the incented equipment.  For the RIM the benefits are the avoided 495 

costs to all customers due to the various energy efficiency measures being implemented.  496 

These benefits are divided by the lost revenue because of the decrease in gas usage plus 497 

the program costs paid by all customers, whether they participate in the programs or not.  498 

The RIM is calculated for each program and then aggregated.  The large increase from 499 

2018 and to 2022 was driven mainly by avoided costs.  For example, the average modeled 500 

first year avoided cost in 2017 was $2.93 and rose to $6.16 in 2022 as the Company saw 501 

higher gas costs.  As gas costs have come down over the last couple of years it has in turn 502 

caused the RIM ratio to also decrease. 503 

G. Decoupling mechanism map 504 

Q. In the technical conference you provided a map showing which states had approved 505 

decoupling.  Was there additional discussion about this map in the meeting? 506 

A. Yes.  The map provided in the technical conference included both electric and gas utilities. 507 

This map is shown on pages 13 and 14 of EGU Exhibit 1.03.  A request was made to 508 

provide the map for gas utilities only.  This map is provided as EGU Exhibit 1.05.  As the 509 

map shows, most states have some sort of rate stabilization mechanism for gas utilities.  As 510 

I mentioned in the technical conference, Utah was one of the leaders in implementing 511 

revenue decoupling.   512 
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H. Economic Literature 513 

Q. In the technical conference you were asked to address economic literature that 514 

suggests that the CET removes the incentive for a utility to be operationally efficient.  515 

Can you summarize this concern in more detail? 516 

A. Yes, this is like an argument in the original docket where parties argued that the CET would 517 

guarantee a Company’s allowed return.  That argument suggests that, because the 518 

Company receives an allowed amount of revenue per customer, it will no longer need to 519 

watch the bottom line because recovery is guaranteed.  With a simple example I can show 520 

that this argument is flawed. 521 

Q. Please explain the example. 522 

A. In this example, I will compare three local distribution companies.  All three companies 523 

have the same revenue, expenses and net income.  They all file rate cases at the same time 524 

and receive the same revenue requirement.  The only difference between the three 525 

companies is that Company A has revenue decoupling, while Companies B and C do not.   526 

 The rate outcome for each Company is shown below: 527 

  528 

 529 

 530 

 531 

 532 

 533 

 Assume that Company B sees lower usage per customer in the following year and 534 

Company C sees higher usage per customer during the same period.  The result after year 535 

one is shown in the graphic below. 536 

Company A 

Revenue: $1,000 

Expense: $800 

Net Income: $200 

Customers 100 

Volumes: 1,000 

  

Company B 

Revenue: $1,000 

Expense: $800 

Net Income: $200 

Customers 100 

Volumes: 1,000 

  

Company C 

Revenue: $1,000 

Expense: $800 

Net Income: $200 

Customers 100 

Volumes: 1,000 
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  537 

  538 

 539 

 540 

 541 

 542 

  543 

 544 

 In between rate cases, the main way for a utility to become more profitable is by reducing 545 

expenses.  It can also increase revenue, but typically that comes with associated capital 546 

investment and cost.  In the case of each company, reducing expenses will make them more 547 

profitable.  For purposes of this example, assume that each company was able to reduce 548 

expenses by $50 in year 1.  The overall result would look like this: 549 

 550 

 551 

 552 

 553 

 554 

 555 

 556 

 557 

 558 

 559 

 In all three cases, the company would have the incentive to cut costs and be more profitable.   560 

Company A 

Revenue: $1,000 

Expense: $800 

Net Income: $200 

Customers 100 

Volumes: 1,000 

  

Company B 

Revenue: $900 

Expense: $800 

Net Income: $100 

Customers 100 

Volumes: 900 

  

Company C 

Revenue: $1,100 

Expense: $800 

Net Income: $300 

Customers 100 

Volumes: 1,100 

  

Company A 

Revenue: $1,000 

Expense: $750 

Net Income: $250 

Customers 100 

Volumes: 1,000 

  

Company B 

Revenue: $900 

Expense: $750 

Net Income: $150 

Customers 100 

Volumes: 900 

  

Company C 

Revenue: $1,100 

Expense: $750 

Net Income: $350 

Customers 100 

Volumes: 1,100 
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Q. You have used a theoretical example to answer a theoretical question.  Do you have 561 

any real-world evidence to support your answer?   562 

A. Yes.  Even with revenue decoupling, over the 19 years that the CET has been in effect, the 563 

Company struggled to achieve its allowed return because of the regulatory lag caused by 564 

constantly investing in capital.  The table below shows the Company’s allowed vs. actual 565 

regulated return since the inception of the CET. 566 

Year Allowed Return Actual Regulatory Return 

2006 11.2% 10.86% 

2007 11.2% 10.28% 

2008 ** 10.7% 10% 

2009 10.0% 9.73% 

2010** 10.35% 9.27% 

2011 10.35% 9.84% 

2012 10.35% 8.62% 

2013 10.35% 8.44% 

2014** 9.93% 9.59% 

2015 9.85% 9.59% 

2016 9.85% 9.51% 

2017 9.85% 8.26% 

2018 9.85% 9.79% 

2019 9.85% 8.18% 

2020** 9.56% 9.52% 

2021 9.5% 8.9% 

2022 9.5% 9.07% 

2023 9.6% 9.11% 

2024 9.6% 8.24% 

 567 

 **In these years, the Company received a Commission order changing the allowed ROE 568 

mid-year.  For these data points a pro-rata ROE has been calculated.   569 
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 As the data shows, during the time that the Company has had revenue decoupling, it has 570 

not earned a guaranteed allowed return.   571 

Q. In the original case, some parties argued that the CET would guarantee the Company 572 

would receive its allowed return.  As demonstrated above, this has not occurred.  Can 573 

you explain why it didn’t occur? 574 

A. Because a large portion of the invested capital does not receive cost recovery until its 575 

included in a rate case, the Company constantly experiences regulatory lag as the 576 

associated financing costs, depreciation and taxes on that capital are incurred without rate 577 

relief between rate cases.  For this reason, Company management always has a reason to 578 

try to be more efficient.  Not only does the data not support the guaranteed-return argument, 579 

but it suggests that the CET has protected customers by not allowing the Company to over-580 

earn. 581 

Q. Please explain how the mechanism has protected customers?  582 

A. Every three years when rates are set in a rate case, forecasted billing determinants are used 583 

to calculate a rate.  Stated simply, the total estimated revenue is divided by estimated Dths 584 

to calculate a $/Dth charge for customers.  Because the Company collects its General Sales 585 

revenue on a per-customer basis, the CET mechanism will reduce the revenue collected if 586 

the actual billed revenue ends up being higher than the forecast and the Company over 587 

collects revenue.   588 

Q. Has this happened while the CET has been in existence? 589 

A. Yes.  It has happened often during the 19 years the CET has been in effect.  A summary of 590 

CET adjustments by year is provided in EGU Exhibit 1.06.  As the exhibit shows, the 591 

Company has over collected a net amount of $44.9 million during the program.  As Mr. 592 

Landward discusses, the WNA may be the cause of some of this revenue over-collection.  593 

Absent the CET this excess revenue would have likely caused the Company to over earn 594 

in certain periods.   595 
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Q.  The evidence shows that the CET has protected customers but there have been years 596 

when the CET has benefitted the Company by collecting additional revenue, correct?  597 

A. It is correct that the CET can and has protected both customers and the Company from 598 

over- or under-collections but that protection is asymmetric. 599 

Q. How is it asymmetrical? 600 

A. Under the current CET mechanics, accruals for an under-recovery, which benefits the 601 

Company, are capped.  This 12-month rolling accrual cap is based on 5% of total revenue.  602 

For example, as of the end of February 2025, the total cap is about $21.5 million.  (Allowed 603 

revenue of $430.4 million for 12 months ended February 2025 multiplied by .05).  For 604 

over-recovered revenue, which benefits customers, there is no cap.  In the last year for 605 

example, the balance in the CET has been above $21.5 million, but no cap has been applied.  606 

For this reason, the Company is protected up to 5% while customers have unlimited 607 

protection.  This is why the mechanism is asymmetrical.       608 

Q. Please summarize the Company’s position regarding the CET?  609 

A. As the Commission stated in its order in Docket No. 22-057-03, the purpose of the CET 610 

evaluation in this case is to ensure the CET continues to serve the objectives for which it 611 

was originally designed.  The evidence shows that the CET has effectively removed the 612 

disincentive for the Company to offer energy efficiency programs and continues to serve 613 

that purpose.  The CET has also provided the added benefit of ensuring that the Company’s 614 

overall revenue collection and the amounts paid by customers are not adversely impacted 615 

by changes in usage.  This has been beneficial to the Company in some years and to 616 

customers for most of the time, and these protections are asymmetric relative to the benefit 617 

being greater for customers.  While this benefit was not a focus of the original CET 618 

approval docket, history has shown that the mechanism has protected customers from being 619 

overcharged over time.  For these reasons, the Company proposes that the CET continue 620 

going forward.   621 
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VII. INFRASTRUCTURE RATE ADJUSTMENT MECHANISM  622 

Q. Is the Company proposing any changes to the Infrastructure Rate Adjustment 623 

Mechanism (“Infrastructure Tracker Program” or “ITP”)?  624 

A.  The Company is not proposing any substantive changes to the program.  The Company is 625 

only requesting that the program continue as it has previously been approved by the 626 

Commission.  627 

Q.  Does the Company believe that the continuation of this program is in the public 628 

interest?  629 

A.  Yes.  In its Report and Order issued on February 25, 2020 in Docket No. 19-057-02 630 

(“Commission Order”), the Commission stated: “We find and conclude that continuing the 631 

ITP is in the public interest because it facilitates the needed replacement of aging 632 

infrastructure in a manner that encourages a relatively constant amount of investment in 633 

between rate cases and allows for a transparent process regarding the work accomplished 634 

and the work remaining to be done.” (2019 Commission Order, at 10).  Further the 635 

Commission determined: “We conclude a spending cap indexed for inflation (by the same 636 

GDP deflator index included in the most recent stipulation) balances customer and 637 

shareholder interests.  Accordingly, we find that a spending cap of $72.2 million is just and 638 

reasonable in result and we approve a spending cap at that level.  We conclude that indexing 639 

that spending cap for inflation (by the same GDP deflator index we approved in the most 640 

recent GRC) balances ratepayer interests with the objectives of the ITP.  The GDP deflator 641 

will continue to be used as an annual index to adjust the cap on an ongoing basis.” 642 

(Commission Order at page 13).   643 

 The Commission reiterated this statement in its Report and order issued on December 23, 644 

2022 in Docket No. 22-057-03, when it said “[W]e conclude that the Tracker continues to 645 

be in the public interest.  We also conclude that a spending cap continues to balance 646 

customer and shareholder interests.  Accordingly, we find and conclude that a spending 647 

cap of $84.7 million is just and reasonable in result and we approve a spending cap at that 648 

level.  We conclude that indexing that spending cap for inflation (by the same GDP Deflator 649 
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index we approved in the 2020 GRC) balances cost control interests with the objectives of 650 

the Tracker.  The GDP Deflator will continue to be used as an annual index to adjust the 651 

cap on an annual basis” (2022 Commission Order at page 15).  The Company agrees with 652 

the statements the Commission made in the last two general rate cases and believes that 653 

they are still relevant today.  The Company requests that the Commission approve the 654 

continuation of the ITP at the current budget level, adjusted in future years using the GDP 655 

deflator.  656 

Q.  Is the Company proposing to include the cumulative total infrastructure replacement 657 

costs that have been previously included in the current surcharge, into base rates?  658 

A.  Yes. 659 

Q.  How does it propose to do so?  660 

A.  All of the plant, accumulated depreciation, accumulated deferred taxes, depreciation 661 

expense and taxes other than income taxes that were separately identified in the ITP 662 

proceedings and that have been separately tracked since the last general rate case have been 663 

included in their respective FERC accounts and included in the average 2026 test period.  664 

As such, these costs are part of the total revenue requirement proposed by Mr. Stephenson, 665 

and they have also been included in the Distribution Non-Gas (“DNG”) portion of each 666 

rate schedule proposed by Mr. Summers.  667 

Q.  What will happen to the surcharge at the time new base rates are approved?  668 

A.  The surcharge will be reset to zero.  EGU Exhibit 7.02 includes Tariff Rate Schedules in 669 

2.02, 2.03, 2.04, 4.02, 5.02, 5.04, 5.05 and 5.06, which illustrate this reset.  As can be seen, 670 

the Infrastructure Rate Adjustment line shows zero for all block usage.  In effect, all ITP 671 

costs and associated surcharge will be “rolled up” into the base DNG rate upon the effective 672 

date of the Commission order in this docket.  673 
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Q.  Assuming new rates are set based on an average 2026 test period, at what point in 674 

time will replacement investment for feeder lines and IHP beltlines begin to be 675 

included in the Infrastructure Tracker.  676 

A.  The Company has included $96 million of ITP capital spend in rate base in the proposed 677 

average 2026 test period.  This $96 million includes a total of $58.7 million (EGU Exhibit 678 

1.07, column B, Line 9) added to rate base in 2025 and an additional $88.8 million added 679 

to rate base in 2026.  The $88.8 million is averaged so that $37.3 million is included in 680 

average rate base in 2026.  In total $96 million of 2025 and 2026 investment is included in 681 

base rates, as shown on Line 22.  As such, any investment above $96 million that is put 682 

into service on or after January 1, 2025, should be included in the future ITP surcharge 683 

calculations.  Any incremental investment below $96 million has been included in the base 684 

DNG rate calculation and should not be included in the ITP.  Additionally, the effective 685 

date of any incremental surcharge related to the Infrastructure Tracker should be set on or 686 

after January 1, 2026, when new rates take effect in this case.  Both limiting criteria will 687 

ensure that no ITP costs will have been included twice and that rates are just and 688 

reasonable.  The Company’s first request, following this general rate case to adjust rates 689 

for the cost of ITP infrastructure will include evidence showing that these two limiting 690 

criteria have been satisfied.  Attached as EGU Exhibit 1.07 is a summary of the ITP costs 691 

that the Company has included in its 2025 and 2026 projected capital additions and is the 692 

basis for the amount included in the 2026 average test period.  (See column B, line 22).  693 

This calculation uses the same reasoning that was used in the rate cases in Docket Nos. 13-694 

057-05, 19-057-02 and 22-057-03.  695 

Q.  Why should the Company begin tracking infrastructure replacement beginning 696 

January 1, 2025 and not January 1, 2026, the beginning of the test period?  697 

A.  Because the Company has estimated the amount of ITP spending that it will make in 2025, 698 

starting the “clock” on January 1, 2025 and using a threshold that includes both 2025 and 699 

2026 estimated ITP spend will ensure equitable rate recovery for both customers and the 700 

Company.  701 
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Q.  Please summarize the Company’s request related to the ITP.  702 

A.  The Company requests that the ITP be allowed to continue at currently approved 2024 703 

spending amounts of $86,730,000, adjusted annually using the GDP inflator.  Additionally, 704 

the Company requests that the threshold of $96 million be set and that all actual ITP 705 

spending from January 1, 2025 be tracked until the cumulative spending amount has 706 

exceeded that threshold, at which point any excess investment be included in the ITP 707 

surcharge.  708 

VIII. RURAL EXPANSION TRACKER 709 

Q.  Has the Company included any capital investment for rural expansions in the test 710 

period?  711 

A.  Yes.  On February 21, 2025, in Docket No. 24-057-13, the Commission approved a 712 

settlement stipulation for expansion into Portage, Utah.  The costs of that project as well 713 

as anticipated costs of future rural expansion projects in 2026 have been included in the 714 

test period.  715 

Q.  How much has been included in the test period for these projects?  716 

A.  EGU Exhibit 1.07 summarizes the amounts included in the test period.  As the exhibit 717 

shows, there is $8.49 million of spend included in 2025 (Column C, line 9) and $20.9 718 

million of spend included in 2026.  The $20.9 million is averaged so that $8.7 million of 719 

actual investment for 2026 will be included in base rates.  The total amount of rural 720 

expansion capital spend included in base rates is $17.2 million.  721 

Q.  The Company has typically collected costs for these rural expansion projects through 722 

a rider.  How does the Company propose rate recovery for these projects in the 723 

future?  724 

A.  It is anticipated that the rural expansion cost recovery would be treated like the ITP.  725 

Assuming the Commission includes $17.2 million in base rates, that would be the threshold  726 

that would need to be spent before the Company would ask to recover rural expansion costs  727 

through a rider between rate cases.  The tracking of those costs would begin January 1, 728 

2025, and would continue until the threshold would be met.  729 
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Q.  Can you summarize your proposal related to rural expansion costs?  730 

A.  Yes.  The Company proposes that the $17.2 million of related costs for rural expansions be 731 

included in base rates.  We also propose that $17.2 million be used as a threshold and that 732 

rural expansion costs be tracked beginning January 1, 2025, and that any costs exceeding 733 

the threshold be allowed to be recovered through a rider. 734 

IX. CONCLUSION 735 

Q. Would you please summarize your recommendations? 736 

A. Yes.  The rates proposed by Enbridge Gas Utah in this case are just and reasonable.  They 737 

reflect the prudent costs the Company will incur in providing safe, reliable and adequate 738 

service to its customers during the rate-effective period.  The cost of service and rate design 739 

proposed by EGU represents a fair apportionment of costs among our customer rate classes 740 

and provides customers with the correct signals to use natural gas efficiently.  I recommend 741 

that the Commission approve the proposed revenue requirement, rates and Tariff changes 742 

described in the Company’s Application and testimony. 743 

 Additionally, the Company recommends that the CET mechanism as currently 744 

implemented be approved going forward.  The mechanism has allowed the Company to 745 

encourage energy conservation and has also provided the added benefit of protecting 746 

customers for revenue over collection.  For these reasons the CET should be approved on 747 

a going forward basis.   748 

 Finally, the Company requests that the Infrastructure Tracker Rider continue as described 749 

in Section 2.07 of the Company’s tariff and that the rider mechanism begin to collect costs 750 

after $96 million of eligible spending has occurred after January 1, 2025 and the expansion 751 

rider begin to recover costs after $17.2 million of eligible spending has occurred after 752 

January 1, 2025.   753 

Q. Does this conclude your testimony? 754 

A. Yes. 755 



State of Utah ) 

) ss. 

County of Salt Lake ) 

I, Kelly B Mendenhall, being first duly sworn on oath, state that the answers in the 

foregoing written testimony are true and correct to the best of my knowledge, information and 

belief. Except as stated in the testimony, the exhibits attached to the testimony were prepared by 

me or under my direction and supervision, and they are trne and correct to the best of my 

knowledge, information and belief. Any exhibits not prepared by me or under my direction and 

supervision are true and conect copies of the documents the 

SUBSCRIBED AND SWORN TO this 1st day of May, 2025. 

~ 
Notary Public 
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