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1                       Hearing Proceedings

2                        December 12, 2013

3                           PROCEEDINGS

4   THE HEARING OFFICER:  So, we're on the record.

5 Good afternoon.  This is the t ime and place duly noticed for

6 Commission considerat ion of  Rocky Mountain Power's

7 applicat ion for approval of  an electr ic service agreement

8 between Pacif iCorp and Nucor Corporat ion in Docket No.

9 13-35-169.  My name is Jordan White.  I  have been asked by

10 the commissioners to act as a presiding of f icer for this hearing.

11   Let 's go ahead and take appearances.  Let 's start

12 over on the lef t  side of  the room here with Rocky Mountain

13 Power.

14   MR. SOLANDER:  Good af ternoon.  Daniel Solander

15 on behalf  of  Rocky Mountain Power.  And I have with me at

16 counsel table David Taylor, Utah regulatory af fairs manager,

17 and Paul Clements, senior marketer originator for Pacif iCorp.

18   THE HEARING OFFICER:  Mr. Jetter.

19   MR. JETTER:  Thank you.  Just in Jetter present for

20 the Public Service Commission.  And with me is Charles

21 Peterson.

22   THE HEARING OFFICER:  Okay.

23   MR. COLEMAN:  Brent Coleman with the Attorney

24 General 's Off ice on behalf  of  the Off ice of  Consumer Services. 

25 And with me is Ms. Cheryl Murray.                    
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1   THE HEARING OFFICER:  And on the phone, I

2 know you already mentioned who was on the cal l ,  Mr. Mattheis,

3 but i f  you wouldn't  mind--I don't  know if  we were on the record

4 at that point--

5 if  you want to go ahead and make an appearance, that would be

6 great.

7   MR. MATTHEIS:  This is Peter Mattheis and Eric

8 Lacey of  Brickf ield, Burchette, Rit ts & Stone on behalf  of  Nucor.

9   THE HEARING OFFICER:  Okay.  Thank you.

10   Anyone else here today that 's going to make an

11 appearance?

12   Okay.  Since this is Pacif iCorp's applicat ion, I ' l l  ask

13 Mr. Solander to go ahead and proceed f irst.

14   MR. SOLANDER:  Yes.  As you're aware, we are

15 here in support of  the electric service agreement between

16 Pacif iCorp and Nucor Corporat ion, f i led in Docket 13-035-169.

17 In support of  the application, I  have Dave Taylor, who's

18 prepared to of fer test imony in support.

19   THE HEARING OFFICER:  Great.  Go ahead--do

20 you want to go ahead and be sworn in, Mr. Taylor?  Go ahead

21 and raise--do you solemnly swear to tel l  the whole truth and

22 nothing but the truth?

23   MR. TAYLOR:  I  do.

24   THE HEARING OFFICER:  Be seated.                     

25 DAVID L. TAYLOR, being f irst duly sworn, was examined and
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1 test i f ied as fol lows: 

2 DIRECT EXAMINATION

3 BY-MR.SOLANDER:

4 Q.   Could you please state your name and your posit ion

5 with Rocky Mountain Power?

6 A.   My name is David L. Taylor.  I 'm employed by

7 Rocky Mountain Power as the manager of  regulatory af fairs for

8 the State of  Utah.  My business address is 201 South Main,

9 Suite 2300, Salt  Lake City, Utah 84111.

10 Q.   And what is the purpose of  your test imony here

11 today?

12 A.   I ' l l  brief ly review the key elements of  the new

13 electr ic service agreement between Pacif iCorp and Nucor

14 Corporat ion, how that new contract is dif ferent f rom the exist ing

15 contract that expires at the end of  this month.

16 Q.   Please proceed.

17 A.   Af ter several weeks of  negotiat ion, Pacif iCorp and

18 Nucor executed a two-year extension of  their exist ing electr ic

19 service agreement on October 11 of  2013.  That agreement was

20 f i led with the Commission on that same day. The exist ing

21 agreement was set to expire December 31 of  2013.

22   The term of  the new agreement begins January 1,

23 2014, and expires on December 31 of  2015.  Again, i t 's a

24 two-year extension of  the current agreement.

25   Under the agreement, Pacif iCorp wil l  continue to
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1 provide Nucor with retai l ful l  requirements service of electr ic

2 power and energy, and Nucor wil l  provide Pacif iCorp with

3 certain interruptible products.  The rates for ful l  requirements

4 service that Nucor wil l  pay to Pacif iCorp were negotiated rates,

5 but they're consistent with rates applicable to other large

6 industrial customers in the State.

7   The agreement also provides for a credit  f rom

8 Pacif iCorp to Nucor against the rate i t  pays in exchange for

9 providing Pacif iCorp with certain interruptible products. The

10 rates ef fect ive January 1 of 2014 are detai led in Art icle V of  the

11 electr ic service agreement.  And they produce a net rate

12 increase for Nucor of  about 4.48 percent compared to the rates

13 that are currently in place.

14   Now, let me explain how the rates in the new

15 contract were established and how that process dif fers f rom that

16 one previously used in the expir ing contract.

17   In the exist ing agreement, beginning in January of

18 2009 and every January 1 through 2013, Nucor's retai l  contract

19 rate and the interruptible credit  have been increased through an

20 annual rate adjustment index that ref lects the percentage

21 increase in Pacif iCorp's Commission- approved Utah revenue

22 requirement for the previous 12 months.

23   Under the exist ing contract,  Nucor had not been

24 direct ly subject to the energy balancing account, the renewal

25 energy credit  balancing account, or the solar incentive
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1 surcharge, which I ' l l  refer to col lect ively as "surcharge rates." 

2 But the impact of  those rate mechanisms have been ref lected in

3 the calculat ion of  the annual rate change for Nucor.

4   That annual rate change was subject to rate index

5 cap and f loor spelled out under the exist ing contract.   But

6 because the rate index for the--in the exist ing agreement for al l

7 the years 2009 through 2012 was lower than the cap, the index

8 did not have any impact--or the f loor of  the cap did not have any

9 impact on the determination of  new rates for Nucor during that

10 time period.

11   However, in 2013, the change that happened in

12 January of  this year, which is the current rate, that index did

13 exceed the cap that was al lowed under the agreement.

14 Therefore, the current rates that Nucor is paying are about 2.9

15 percent lower than they would have been absent that cap in that

16 indexing in the contract.

17   Under the new contract,  Nucor's rates wil l  be

18 separated into base rates, surcharge rates, and curtai lment

19 credit .   Nucor's base rate charges for power and energy wil l  be

20 uniformly adjusted by the average percent change to Utah's total

21 retail customers concurrently with changes in general rate cases

22 or major plant addit ion cases for retai l customers.  Now, that 's a

23 modif icat ion f rom the current contract,  which only allowed a

24 change to happen once per year.

25   Under the agreement, Nucor wil l  now become
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1 subject to surcharge rates, which are EBA, the REC balancing

2 account, and the solar incentive surcharge.  Those surcharge

3 rates for Nucor wil l  be set to collect or credit  the same percent

4 of  Nucor's base revenue as those corresponding surcharges

5 collect or credit  f rom the average retai l  base rates of  Utah retai l

6 customers.  Those surcharge rates for Nucor wil l  change and be

7 adjusted concurrently with changes in those surcharge rates for

8 other customers.

9   The curtai lment credit  in the rate wil l  also change

10 concurrently with, and by the same percentage as, any change

11 to Nucor's base rate or surcharge rates.

12   Last ly, unl ike the previous contract,  the new

13 agreement does not contain any rate caps or rate f loor

14 provisions.  So, those changes, as I  have just explained, wil l

15 happen without any restr ict ions on a l imit or f loor.

16   Now, let me explain how the current rate was

17 established.  As I  indicated earl ier,  because of the impact of  the

18 index rate cap, the current rates that Nucor are paying are

19 about 2.9 percent lower than they otherwise would have been

20 absent the cap.  To make up this dif ference, the agreement

21 includes a provision in which the impact of  that rate cap

22 shortfal l  in 2013 wil l  be caught up in two steps. Approximately

23 one-third of  that shortfal l  wil l  be made up in 2014.  And the

24 remaining two-thirds of  that impact wil l  be made up in 2015.

25   So, applying all  of  those to rates that were
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1 currently in ef fect,  Nucor's base rates wil l  go up by about 2.65

2 percent start ing the 1st of  January.  That 's both the indexed

3 change and that addit ional one-third of  the shortfal l.   Surcharge

4 rates wil l  also become in ef fect,  and that wil l  increase the rates

5 Nucor pays by about another 1.83 percent, bringing the total

6 increase that Nucor wil l  see beginning in January at 4.48

7 percent as compared to the rates that are currently in place. 

8 The curtai lment credit  wil l  also increase by 4.48 percent on

9 January 1, as well .

10   And as I  previously discussed, these rates wil l

11 change concurrently with changes to the rates for other Utah

12 retail customers.

13 Q.   Do you have any f inal comments and a

14 recommendation regarding the contract?

15 A.   I  do.  First of  al l ,  I 'd l ike to express the Company's

16 appreciat ion to the DPU and the Off ice for their

17 recommendations and their comments support ing the contract.

18 And I recommend that the Commission approve the new electr ic

19 service agreement between Pacif iCorp and Nucor Corporat ion

20 as it 's f i led.  Thank you.  That concludes my comments.

21   MR. SOLANDER:  Thank you.

22   Mr. Taylor is available for cross-

23 examination or questions f rom the Commission.

24   THE HEARING OFFICER:  Before we proceed with

25 that cross, just as a matter of  procedure, we have applicat ion
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1 that was f i led and then the comments f i led by the Division and

2 then also the Off ice.  Do the part ies have any opposit ion to--I

3 mean, do you want to make a motion to have those received into

4 evidence or .  .  .

5   MR. JETTER:  Yeah, I ' l l  move at this t ime to put the

6 applicat ion and the exhibits thereto f rom the Company, as well

7 as the DPU and the Off ice of  Consumer Service f i l ings in the

8 docket into the record.

9   THE HEARING OFFICER:  Any object ion?

10   MR. SOLANDER:  No object ion.

11   THE HEARING OFFICER:  They're received.

12   Mr. Jetter.

13   MR. JETTER:  Thank you.  Just a quick couple

14 questions for Mr. Taylor.

15 CROSS EXAMINATION

16 BY-MR.JETTER:

17 Q.   The Division in i ts memo--I don't  know if  you have

18 that available to you.

19 A.   I  don't .   I  did read it .

20 Q.   Maybe I could provide i t  to you.

21 A.   Oh, I  have it  now.

22 Q.   Okay.  On page .3, this relates to the three

23 condit ions that were included in the 2006 order. Essential ly,  that

24 Nucor wil l  be included in the cost of  service studies provided by

25 Pacif iCorp in future general rate cases.  The second is that the
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1 curtai lment feature would be considered a system resource, and

2 third, that the Division and the Off ice of Consumer Services

3 would be provided information relat ing to any future

4 amendments to the agreement.  Does the Company object to

5 those terms?

6 A.   No.  Those three condit ions are ful ly acceptable to

7 the Company.  I ' l l  just note that when we do f i le a rate case,

8 Nucor is a class of  service in the cost of  service study, so those

9 costs are identif ied.  And the curtai lment credit  is treated as a

10 element of  net power cost as a power purchase as opposed to a

11 deduction of  revenue, so i t  is a system allocated cost.   And we

12 certainly don't  have any opposit ion to providing the Division and

13 the Off ice and the Commission with any change or amendments

14 to the contract as they come forward.

15   MR. JETTER:  Thank you.  That 's al l  the questions

16 I have.  Thank you.

17   THE HEARING OFFICER:  Mr. Coleman.

18   MR. COLEMAN:  Nothing from the Off ice.  Thank

19 you.

20   THE HEARING OFFICER:  Mr. Mattheis, I 'm

21 assuming you don't  have any questions, but you're welcome if

22 you have any cross for Mr. Taylor.

23   MR. MATTHEIS:  Thank you.  No questions, Your

24 Honor.

25   THE HEARING OFFICER:  Mr. Jetter.
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1   MR. JETTER:  Thank you.  The Division of  Public

2 Uti l i t ies would l ike to cal l  our witness, have him sworn in,

3 Charles Peterson.

4   THE HEARING OFFICER:  Do you solemnly swear

5 to tell  the whole truth and nothing but the truth?

6   MR. PETERSON:  Yes.

7   THE HEARING OFFICER:  Be seated.

8   CHARLES E. PETERSON, being f irst duly sworn,

9 was examined and testi f ied as fol lows: 

10 DIRECT EXAMINATION

11 BY-MR.JETTER:

12 Q.   Would you please state your name and occupation

13 for the record, Mr. Peterson?

14 A.   Charles E. Peterson.  I 'm a technical consultant

15 with the Division of Public Uti l i t ies.

16 Q.   Thank you.  And have you reviewed the f i l ings in

17 this docket made by Rocky Mountain Power, as well as those by

18 the Off ice of  Consumer Services?

19 A.   Yes, I  have.

20 Q.   And did you prepare and submit a document

21 labeled "The Conf idential Act ion Request Response f rom the

22 Division of  Public Uti l i t ies"?

23 A.   Yes.

24 Q.   And does your analysis and representat ions made

25 in that document ref lect the opinion of  the Division of  Public



                                                             Hearing Proceedings   12/12/13 15

1 Uti l i t ies today?

2 A.   Yes.

3 Q.   Are you aware of  any party opposing the

4 applicat ion or any terms of  the applicat ion or, I  guess, the

5 contract included therein?

6 A.   I 'm not aware of any opposit ion.

7 Q.   And is i t  your opinion that the three terms that I

8 had asked Mr. Taylor earl ier about should be--that are included

9 in page .3, should be included in the order in this docket?

10 A.   Yes, or an indicat ion that they continue f rom the

11 previous order.

12 Q.   Thank you.  W ith that,  do you believe that approval

13 of the applicat ion would be just,  reasonable--just and

14 reasonable as well  as result  in rates to consumers that are in

15 the public interest?

16 A.   Yes, I  do.                    

17   MR. JETTER:  Thank you.  I  have no further

18 questions.

19   THE HEARING OFFICER:  Mr. Solander.

20   MR. SOLANDER:  No questions.  Thank you.

21   THE HEARING OFFICER:  Mr. Coleman.

22   MR. COLEMAN:  Nothing from the Off ice.  Thanks.

23   THE HEARING OFFICER:  Mr. Mattheis.

24   MR. MATTHEIS:  No questions.  Thank you.

25   THE HEARING OFFICER:  Thank you.  Mr.
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1 Coleman.

2   MR. COLEMAN:  The Off ice would cal l Ms. Cheryl

3 Murray and ask that she be sworn.

4   THE HEARING OFFICER:  Do you solemnly swear

5 to tell  the whole truth and nothing but the truth?

6   MS. MURRAY:  Yes.

7   THE HEARING OFFICER:  Be seated.  Thank you. 

8   CHERYL MURRAY, being f irst duly sworn, was

9 examined and test i f ied as fol lows: 

10 DIRECT EXAMINATION

11 BY-MR. COLEMAN:

12 Q.   Can you state your name and business t i t le for the

13 record, please?

14 A.   My name is Cheryl Murray.  I 'm a ut i l i ty analyst with

15 the Off ice of  Consumer Services.

16 Q.   Did you have the opportunity to part icipate on

17 behalf  of  the Off ice in Docket 13-035-169?

18 A.   Yes, I  did.

19 Q.   In that course, did you research and prepare the

20 comment documents provided by the Off ice on November 22,

21 2013?

22 A.   I  did.

23 Q.   Do you have a summary of  the Off ice's posit ion on

24 this part icular docket?

25 A.   Yes, I  do.
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1 Q.   Proceed.

2 A.   The Off ice of  Consumer Services is responsible for

3 assessing the impact of  ut i l i ty rate changes and regulatory

4 actions on residential and small commercial customers.  And it 's

5 in that capacity that we analyzed the proposed electr ic service

6 agreement between Nucor and Pacif iCorp.  And our ef fort  was to

7 evaluate any potential impact on those customers that we

8 represent.  Based on our analysis, the Off ice asserts that the

9 modif ied prices of  the proposed ESA, as identif ied in our memo

10 of November 22, 2013, better maintain the t ie between Nucor

11 contract provisions and retai l  tarif f  rate provisions and are

12 necessary to improve rate equity for other customers.  These

13 modif icat ions Mr. Taylor l isted:  the contemporaneous rate

14 changes, the two-step catch-up increase, the inclusion of

15 surcharge rates, and the removal of  the cap and the f loor for

16 rate changes.

17   From a cost of  service standpoint,  a fundamental

18 ratemaking principle is that customers should pay rates that are

19 cost-based.  Therefore, the Off ice recommends that the

20 Commission require the Company to continue to include Nucor

21 in future cost of  service studies.  And Mr. Taylor has just

22 indicated that the Company does agree to that provision, which

23 was also included in the Division's recommendations.

24   W ith that provision, the Off ice recommends the

25 Commission approve the proposed ESA between Pacif iCorp and
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1 Nucor Corporat ion.  Thank you.

2 Q.   Do you have any further addit ions or modif icat ions

3 to the November 22, 2013, comments?

4 A.   No, I  do not.

5   MR. COLEMAN:  Given that that document's

6 already been admitted into the record, present Ms. Murray for

7 cross-examination.

8   THE HEARING OFFICER:  Mr. Solander.

9   MR. SOLANDER:  No questions.

10   THE HEARING OFFICER:  Mr. Jetter.

11   MR. JETTER:  I  have no questions.

12   THE HEARING OFFICER:  Mr. Mattheis.

13   MR. SOLANDER:  No questions.  Thank you.

14   THE HEARING OFFICER:  And while we're with

15 you--I  apologize--is Mr. Lacey a potential witness or does

16 the--does Nucor plan on presenting--

17   MR. MATTHEIS:  No.  He's one of  our attorneys. 

18 We don't have witnesses.

19   THE HEARING OFFICER:  Well,  we do have

20 attorneys test i fy at t imes.

21   MR. MATTHEIS:  I 've been accused of  that.

22   THE HEARING OFFICER:  No problem.

23   Is there any other part ies here that have anything

24 addit ional that they wish to ask regarding the proposed--the

25 applicat ion before us?
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1   What I 'm going to do is take a brief  recess. Before I

2 do that,  we are recording and it  wi l l  be posted, so I 'm going to

3 try to turn i t  of f  and back on.  I  always want to give people

4 forewarning, because we al l understand there's issues with that.  

5 So, why don't  we go ahead and go of f  the record?  I 'm going to

6 switch of f  the recorder, hopeful ly, and be back brief ly, hopeful ly. 

7 I 'm assuming that the part ies are requesting a bench order

8 here--

9   MR. SOLANDER:  That was our intent.

10   THE HEARING OFFICER:  --because of  pending

11 expirat ion.  Right.  Be back in a minute. 

12                (Recess taken, 2:19-2:20 p.m.)

13   THE HEARING OFFICER:  Let 's go ahead and go

14 back on the record.  Appreciate everyone's part icipat ion today.

15 Is there anyone else who wants to present anything else on this

16 applicat ion 

17 before . .  .

18   Thank you very much for your patience.  Based

19 upon the Commission's review of  Rocky Mountain Power's

20 applicat ion, the comments f i led in this docket, the test imony

21 presented here today, and the lack of  opposit ion to the

22 applicat ion, the Commission approves Rocky Mountain Power's

23 applicat ion for approval of  the electr ic service agreement,

24 Docket No. 13-035-169.  The Commission wil l  issue a writ ten

25 order memorial izing this bench order in due course.  W ith that,
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1 the witnesses are excused and we are adjourned.  Thank you

2 very much. 

3          (Proceedings concluded at 2:21 p.m.)
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