BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA

0-0-0-0-0-0-0-0-0-0-0-0-0-0~-0~0-0-0-0-0~-0-0-0~-0-0-0

HP 14-001
IN THE MATTER OF THE APPLICATION
BY TRANSCANADA KEYSTONE
PIPELINE, LP FOR A PERMIT UNDER THE
SOUTH DAKOTA ENERGY CONVERSION
AND TRANSMISSION FACILITIES ACT TO DIRECT TESTIMONY OF
CONSTRUCT THE KEYSTONE XL : DAVID DIAKOW

PROJECT,
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Pursuant to the Commission’s Order Granting Motion to Define Issues and Setting
Procedural Schedule, Petitioner TransCanada Keystone Pipeline, LP, offers the following direct
testimony of David Diakow.
1. Please state your name and address for the record.
Answer: My name is David Diakow. My business address is 450 1* Street S.W.,
Calgary, AB Canada T2P 5H1.
2. Please state your position with Keystone and provide a description of your areas of
responsibility with respect to the Keystone XL Project.
Answer: I am Vice President, Commercial, Liquids Pipelines, for TransCanada
Pipelines. I am responsible for commercial activities for TransCanada’s liquids pipeline

business, including the Keystone X1, Project.

3. Please state your professional qualifications and experience with pipeline
operations. »
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Answer: My professional background is stated in my resume, a copy of which is attached
as Exhibit A. I'have a bachelor’s and master’s degree in mechanical engineering, and a Master
of Business Administration degree.

4. Are you responsible for portions of the Tracking Table of Changes attached as
Appendix C to Keystone’s certification petition?

Answer: Yes. I am individually or jointly responsible for the information provided with
respect to Finding Numbers 24, 25, 26, 27, 28, and 29 related to the Project. In general, I can
testify to demand for the Project. |
5. Please summarize the updated information regarding Finding Number 24.

The crude oil market is dynamic. While the crude oil market has changed since 2010,
demand for the Project remains strong. Keystone has binding shipper commitments for thé
Project. The need for the Project is driven by factors that include the need to transport safely and
efficiently growing U.S. and Canadian crude oil production, insufficient pipeline capacity, and
the opportunity to reduce U.S. dependence on foreign offshore crude oil through increased
access to North American supplies. The continued demand for the Project is documented in the
Department of State Final Supplemental Environmental Impact Statement (FSEIS), Section 1.4,
Market Analysis.

6. Please summarize the updated information regarding Finding Number 235.

Answer: Since Keystone’s petition for a permit was filed with the Commission in 2009,
United States production of crude oil has increased significantly, from approximately 6.5 million
barrels per day (bpd) in 2012, and is expected to peak at 9.6 million bpd by 2019. Even with this

growth in domestic production, the United States is expected to remain a net importer of crude
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oil. Keystone reviews and relies on forecasts from the U.S. Energy Information Administration
(EIA). According to the EIA, U.S. demand for crude oil has held steady at approximatelyv 15
million bpd and is expected to remain relatively stable into the future. More information from
the EIA forecasts is included in the FSEIS in Section 1.4. Keystone also relies on industry
information available from the CAPP Crude Oil Forecast, Markets and Transportation June
2014, which Keystone produced in discovery in this proceeding.

7. Please summarize the updated information regarding Finding Number 26.

Answer: While domestic production of light crude oil has increased since 2009 and has
replaced most foreign imports of light crude, demand persists for imported heavy crude oil by
U.S. refineries that are optimally configured to process heavy crude slates. The U.S. Gulf Coast
continues to import approximately 3.5 million bpd of heavy and medium sour crude oil. This
demand is supported by Keystone’s binding shipper commitments for the Keystone XL Project.
8. Please summarize the information regarding Finding Number 27.

Answer: Continued demand for imported heavy crude oil is also demonstrated by the
fact that the vast majority of Canadian heavy crude oil production is currently exported to’the
United States to be processed by U.S. refineries. North American crude oil production growth
and logistics constraints have contributed to significant discounts on the price of landlocked
crude and led to growing volumes of crude shipped by rail in the United States. As the FSEIS
makes clear, in the absence of new pipelines, crude oil will continue to be transported via rail at
an increasing rate. The North Dakota Pipeline Authority estimates that rail export volumgs from

the U.S. Williston Basin have increased from approximately 40,000 bpd in 2010 to over 700,000

bpd in early 2014. Over 60% of crude oil transported from the Williston Basin is delivered by
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rail. The industry has also been making significant investments in increasing rail transport |
capacity for crude oil out of the Western Canadian Sedimentary Basin. In recent years, rail
transport of crude oil in Canada has grown from approximately 10,000 bpd in 2010 to
approximately 270,000 bpd by the end of 2013. Chapter 5 of the FSEIS (sections 5.0, 5.1, 5.2,
and 5.3) indicates that transportation of crude oil by pipeline is safer and less greenhouse gas
intensive than crude oil transportation by rail. Thus, the statement in Finding No. 27 remains
true--that the project will provide an opportunity for U.S. refiners in Petroleum Administration
for Defense District 111, the Gulf Coast region, to further diversify supply away from traditional
offshore foreign crude supply and to obtain direct access to secure and growing domestic crude
supplies.

9. Please summarize the updated information regarding Finding No. 28.

Answer: The numbers vary slightly, but the overall fact remains the same. Reliable and
safe transportation of crude oil will help ensure that U.S. energy needs are not subject to unstable
political events. Canada has 173 billion barrels of oil reserves, 97% of which are located in the
oil sands. Canada’s reserves are third only to Venezuela and Saudi Arabia. Canada is the largest
foreign supplier of crude oil to the United States and is likely to remain as such for the
foreseeable future.

10.  Please summarize the updated information regarding Finding No. 29.

Answer: Keystone’s shippers have committed to long-term binding contracts, which

demonstrate a material endorsement of support for the Project, its economics, proposed route,

and target market, as well as the need for additional pipeline capacity to access domestic and
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Canadian crude supplies. The FSEIS independently confirms strong market demand for the
Project.

11. Are youn aware of any reason that Keystone cannot continue to meet the conditions
on which the Permit was granted by the Commission?

Answer: No. [ have reviewed the conditions contained in the Amended Final Decision
and Order dated June 29, 2010. The changes discussed in Finding Nos. 24-29 related to demand
do not affect Keystone's ability to meet the conditions on which the Permit was granted.

12.  Does this conclude your prepared dircct testimony?

Answer: Yes.

Dated this &9 day of March, 2015,

¢ 7

Davift Diakow

h
1

£01867121.1} -




Case Number: HP 14-001
Direct Testimony of David Diakow.

CERTIFICATE OF SERVICE
I hereby certify that on the 2" day of April, 2015, I sent by United States first-class mail,
postage prepaid, or e-mail transmission, a true and correct copy of the foregoing Direct

Testimony of David Diakow, to the following:

Patricia Van Gerpen

Executive Director

South Dakota Public Utilities Commission
500 E. Capitol Avenue

Pierre, SD 57501
patty.vangerpen(@state.sd.us

Brian Rounds

Staff Analyst

South Dakota Public Utilities Commission
500 E. Capitol Avenue

Pierre, SD 57501
brian.rounds@state.sd.us

Tony Rogers, Director

Rosebud Sioux Tribe - Tribal Utility
Commission

153 South Main Street

Mission, SD 57555
tuc@rosebudsiouxtribe-nsn.gov

Jane Kleeb

1010 North Denver Avenue
Hastings, NE 68901
jane(@boldnebraska.org

Terry Frisch

Cheryl Frisch

47591 875" Road
Atkinson, NE 68713
tefrisch(@q.com

Lewis GrassRope
PO Box 61
Lower Brule, SD 57548

wisestar§(@msn.com

Kristen Edwards

Staff Attorney

South Dakota Public Utilities Commission
500 E. Capitol Avenue

Pierre, SD 57501
kristen.edwards(@state.sd.us

Darren Kearney

Staff Analyst South Dakota Public Utilities
Commission

500 E. Capitol Avenue

Pierre, SD 57501
darren.kearney@state.sd.us

Cindy Myers, R.N.

PO Box 104

Stuart, NE 68780
csmyers77@hotmail.com

Byron T. Steskal
Diana L. Steskal
707 E. 2™ Street
Stuart, NE 68780
prairierose@nntc.net

Arthur R. Tanderup
52343 857™ Road
Neligh, NE 68756
atanderu@gmail.com

Carolyn P. Smith

305 N. 3" Street
Plainview, NE 68769
peachie 1234@yahoo.com
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Robert G. Allpress

46165 Badger Road

Naper, NE 68755
bobandnan2008@hotmail.com

Amy Schaffer

PO Box 114

Louisville, NE 68037
amyannschaffer@gmail.com

Benjamin D. Gotschall
6505 W. Davey Road
Raymond, NE 68428
ben@boldnebraska.org

Elizabeth Lone Eagle
PO Box 160

Howes, SD 57748
bethcbest@gmail.com

John H. Harter

28125 307™ Avenue
Winner, SD 57580
johnharterl 1 @yahoo.com

Peter Capossela
Peter Capossela, P.C.

Representing Standing Rock Sioux Tribe

PO Box 10643
Eugene, OR 97440
peapossela@nu-world.com

Jerry P. Jones
22584 US Hwy 14
Midland, SD 57552
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Jeff Jensen

14376 Laflin Road
Newell, SD 57760
jensen(@sdplains.com

Louis T. (Tom) Genung
902 E. 7" Street
Hastings, NE 68901
tg64152@windstream.net

Nancy Hilding

6300 West Elm

Black Hawk, SD 57718
nhilshat@rapidnet.com

Paul F. Seamans

27893 249" Street
Draper, SD 57531
jacknife@goldenwest.net

Viola Waln

PO Box 937

Rosebud, SD 57570
walnranch@goldenwest.net

Wrexie Lainson Bardaglio
9748 Arden Road
Trumansburg, NY 14886
wrexie.bardaglio@gmail.com

Harold C. Frazier

Chairman, Cheyenne River Sioux Tribe
PO Box 590

Eagle Butte, SD 57625
haroldcfrazier@yahoo.com
mailto:kevinckeckler@yahoo.com

Cody Jones
21648 US Hwy 14/63
Midland, SD 57552
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Debbie J. Trapp
24952 US Hwy 14
Midland, SD 57552
mtdt@goldenwest.net

Duncan Meisel
350.0rg

20 Jay St., #1010
Brooklyn, NY 11201
duncan(@350.org

Bruce Ellison

Attorney for Dakota Rural Action
518 6" Street #6

Rapid City, SD 57701
belli4dlaw@aol.com

RoxAnn Boettcher

Boettcher Organics

86061 Edgewater Avenue
Bassett, NE 68714
boettcherann@abbnebraska.com

Bonny Kilmurry
47798 888 Road
Atkinson, NE 68713
bikilmurry@gmail.com

Robert P. Gough, Secretary
Intertribal Council on Utility Policy
PO Box 25

Rosebud, SD 57570
bobgough@intertribal COUP.org

Dallas Goldtooth
38731 Res Hwy 1
Morton, MN 56270

goldtoothdallas@gmail.com

{01867121.1}

Gena M. Parkhurst
2825 Minnewsta Place
Rapid City, SD 57702

GMP66@hotmail.com

Joye Braun

PO Box 484

Eagle Butte, SD 57625
jmbraun57625@gmail.com

The Yankton Sioux Tribe

Robert Flying Hawk, Chairman
PO Box 1153

Wagner, SD 57380
robertflyinghawk@gmail.com
Thomasina Real Bird

Attorney for Yankton Sioux Tribe
trealbird@ndnlaw.com

Chastity Jewett

1321 Woodridge Drive
Rapid City, SD 57701
chasjewett@gmail.com

Bruce Boettcher

Boettcher Organics

86061 Edgewater Avenue
Bassett, NE 68714
boettcherann(@abbnebraska.com

Ronald Fees
17401 Fox Ridge Road
Opal, SD 57758

Tom BK Goldtooth

Indigenous Environmental Network (IEN)

PO Box 485
Bemidji, MN 56619

ien@igc.org

Gary F. Dorr
27853 292"
Winner, SD 57580
gfdorr@gmail.com
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Cyril Scott, President
Rosebud Sioux Tribe
PO Box 430

Rosebud, SD 57570
cscott@gwtc.net
ejantoine@hotmail.com

Thomasina Real Bird
Representing Yankton Sioux Tribe
Fredericks Peebles & Morgan LLP
1900 Plaza Dr.

Louisville, CO 80027
trealbird@ndnlaw.com

Frank James

Dakota Rural Action

PO Box 549

Brookings, SD 57006
fejames@dakotarural.org

Tracey A. Zephier

Attorney for Cheyenne River Sioux Tribe
Fredericks Peebles & Morgan LLP

910 5™ Street, Suite 104

Rapid City, SD 57701
tzephier@ndnlaw.com

Matthew Rappold

Rappold Law Office

on behalf of Rosebud Sioux Tribe
PO Box 873

Rapid City, SD 57709
matt.rappold01@gmail.com

Kimberly E. Craven
3560 Catalpa Way
Boulder, CO 80304
kimecraven@gmail.com
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Paula Antoine '
Sicangu Oyate Land Office Coordinator
Rosebud Sioux Tribe

PO Box 658

Rosebud, SD 57570

wopila@gwic.net
paula.antoine@rosebudsiouxtribe-nsn.gov

Sabrina King

Dakota Rural Action
518 Sixth Street, #6
Rapid City, SD 57701
sabinra@dakotarural.org

Robin S. Martinez

Dakota Rural Action

Martinez Madrigal & Machicao, LLC
616 West 26" Street

Kansas City, MO 64108
robin.martinez@martinezlaw.net

Paul C. Blackburn

4145 20" Avenue South
Minneapolis, MN 55407
paul@paulblackburn.net

April D. McCart

Representing Dakota Rural Action
Certified Paralegal

Martinez Madrigal & Machicao, LLC
616 W. 26" Street

Kansas City, MO 64108

april. mccart@martinezlaw.net

Joy Lashley

Administrative Assistant

SD Public Utilities Commission
joy.lashley(@state.sd.us
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Mary Turgeon Wynne

Rosebud Sioux Tribe - Tribal Utility
Commission

153 S. Main Street

Mission, SD 57555
tuc@rosebudsiouxtribe-nsn.gov
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Eric Antoine

Rosebud Sioux Tribe
PO Box 430

Rosebud, SD 57570
ejantoine@hotmail.com

WOODS, FULLER, SHULTZ & SMITH P.C.

By_/s/ James E. Moore

William Taylor

James E. Moore

PO Box 5027

300 South Phillips Avenue, Suite 300
Sioux Falls, SD 57117-5027

Phone (605) 336-3890

Fax (605) 339-3357

Email James.Moore@woodsfuller.com
Attorneys for Applicant TransCanada
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David Diakow

Vice President, Commercial, Liquids Pipelines
TransCanada Pipelines

David is currently responsible for commercial activities for TransCanada’s liquids
pipeline business, including strategy development, commercial regulatory management
and commercial management of its operating assets, such as the Keystone Pipeline
system, and including those in advanced stages of commercial development such as the
Keystone XL project.

David has over 27 years of experience in the oil and gas industry, with 24 years at
TransCanada. David has held management positions in engineering, major projects and
business development with respect to natural gas and crude oil pipelines development in
Canada and the U.S.

David graduated from the University of Saskatchewan in 1987 with a Bachelor of
Science degree in Mechanical Engineering and also holds both a Master of Science
degree in Mechanical Engineering (1994) and a Master of Business Administration
degree (2002) from the University of Calgary.
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