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1                     PROCEEDINGS

2          THE HEARING OFFICER:  Good morn ing.   So

3 the t ime and p lace not iced for  the Commiss ion

4 cons iderat ion of  the Appl icat ion of  Rocky Mounta in

5 Power  for  Approval  o f  an Elect r ic  Service

6 Agreement  between Pac i f iCorp and U.S.  Magnesium,

7 LLC in  Docket  No.  14-035-143.

8          My name is  Jordan Whi te  and I ' l l  be

9 act ing as the pres id ing of f icer  for  th is  hear ing.

10 Let 's  go ahead and take appearances s tar t ing over

11 here wi th  Mr .  Olsen.

12          MR.  JETTER:  Rex Olsen on behal f  o f  the

13 Off ice and Cheryl  Murray wi l l  be our  wi tness.

14          MR.  JETTER:  Just in  Jet ter  on behal f  o f

15 the Utah Div is ion of  Publ ic  Ut i l i t ies .   And wi th

16 me at  the tab le  here is  Just in  Chr is tensen,  the

17 ut i l i ty  analys t  for  the Div is ion.

18          MR.  SOLANDER:  Good morn ing.   Danie l

19 Solander  on behal f  o f  Rocky Mounta in  Power .   And I

20 have wi th  me at  counsel  tab le ,  Paul  C lements ,

21 senior  marketer /or ig inator ,  Rocky Mounta in  Power .

22          MR.  DODGE:  Gary Dodge on behal f  o f  U.S.

23 Magnesium,  LLC,  a long wi th  Roger  Swenson as our

24 wi tness.

25          THE HEARING OFFICER:  Okay,  thank you.



Page 5

Hearing Proceedings / REDACTED PORTIONS 12/17/2014

801-983-2180
50 West Broadway, Suite 900, Salt Lake City, UT 84101

Page 5

Hearing Proceedings / REDACTED PORTIONS 12/17/2014

801-983-2180
50 West Broadway, Suite 900, Salt Lake City, UT 84101

1          Before we begin,  in  terms of

2 housekeeping,  I  recognize there 's  a  lo t  o f  ye l low

3 paper  wi th  respect  to  the issue at  hand and the

4 agreement  i tse l f ,  so we wi l l  not  be s t reaming

5 today.   But  wi th  respect  to  the record,  i f

6 par t ies ,  espec ia l ly  U.S.  Mag,  i f  there 's  issues

7 we' re  de lv ing in to ,  obvious ly,  that  are

8 conf ident ia l ,  we need to  mark the record

9 appropr ia te ly and make sure that  we have the r ight

10 fo lks .

11          For  those of  you who are not  fami l iar

12 wi th  the process,  the Of f ice,  D iv is ion,  and

13 Commiss ion,  and,  cer ta in ly,  the Company and U.S.

14 Magnesium who has in format ion that 's  conf ident ia l ,

15 they do not  need to  s ign a nondisc losure

16 agreement ,  e t  cetera.   But  i f  you are not  one of

17 those fo lks ,  we would probably have to  ask you to

18 leave i f  you ' re  not  e i ther  par t  o f  the Company,

19 Div is ion,  or  Of f ice,  e t  cetera.   So jus t  le t  us

20 know i f  we ' re  get t ing in to  that  area and we wi l l

21 deal  wi th  i t  accord ing ly.

22          So wi th  that ,  any other  housekeeping

23 mat ters  before we begin?  Okay.   Hear ing then th is

24 is  Pac i f iCorp 's  appl icat ion,  so I ' l l  go ahead and

25 ask Mr.  Solander  to  proceed f i rs t .
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1          MR.  SOLANDER:  Rocky Mounta in  Power  would

2 cal l  Paul  C lements  as our  wi tness.

3          THE HEARING OFFICER:  Would you go ahead

4 and ra ise your  r ight  hand?  Do you so lemnly swear

5 that  the test imony you ' re  about  to  g ive is  the

6 whole t ru th  and noth ing but  the t ru th?

7          MR.  CLEMENTS:  Yes.

8          THE HEARING OFFICER:  Thank you.

9                   PAUL CLEMENTS,

10          having been f i rs t  du ly sworn,  was

11          examined and test i f ied as fo l lows:

12     EXAMINATION

13     BY-MR.SOLANDER:

14     Q.    Could you p lease s ta te  your  name and

15 business address for  the record.

16     A.    Yes.   My name is  Paul  C lements ,

17 C-L-E-M-E-N-T-S.   My bus iness address is  201 South

18 Main St reet ,  Su i te  2300,  Sal t  Lake Ci ty,  Utah

19 84111.

20     Q.    And what  is  your  cur rent  pos i t ion wi th in

21 Paci f iCorp?

22     A.    My current  pos i t ion is  Senior  Power

23 Marketer /Or ig inator  for  Pac i f iCorp.

24     Q.    And as par t  o f  the respons ib i l i t ies  in

25 that  pos i t ion,  d id  you--were you invo lved wi th  any
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1 negot ia t ion of  the amended and restated e lect r ic

2 serv ice agreement  between Rocky Mounta in  Power  and

3 U.S.  Magnesium?

4     A.    Yes,  I  was.

5     Q.    And have you prepared a summary of  the

6 Company's  pos i t ion regard ing that  agreement?

7     A.    I  have.

8     Q.    P lease proceed.

9          MR.  CLEMENTS:  Thank you.   I  present

10 today for  Commiss ion approval  e lect r ic  serv ice

11 agreement  between U.S.  Magnesium,  LLC,  or  U.S.

12 Mag,  and Rocky Mounta in  Power ,  a lso known as the

13 Company.   I ' l l  t ry  to  be thorough yet  br ie f  a t  the

14 same t ime and provide an overv iew of  the

15 agreement .

16          In  an appl icat ion dated November  7 ,  2014,

17 Rocky Mounta in  Power  f i led for  approval  o f  an

18 elect r ic  serv ice agreement  wi th  U.S.  Mag.   On

19 December  8 th ,  the Company f i led,  v ia  le t ter ,

20 not ice that  an amended and restated e lect r ic

21 service agreement  wi th  the in tent  that  the amended

22 and restated agreement  wi l l  supersede and rep lace

23 the or ig ina l  ESA that  was f i led in  th is  docket .

24 The Company,  therefore,  seeks approval  o f  th is

25 amended and restated ESA today.



Page 8

Hearing Proceedings / REDACTED PORTIONS 12/17/2014

801-983-2180
50 West Broadway, Suite 900, Salt Lake City, UT 84101

Page 8

Hearing Proceedings / REDACTED PORTIONS 12/17/2014

801-983-2180
50 West Broadway, Suite 900, Salt Lake City, UT 84101

1          The ef fect ive date o f  th is  new agreement

2 is  January 1 ,  2015 and the Company requests  the

3 Commiss ion approves th is  new ESA pr ior  to  the

4 expi ra t ion of  the current  agreement ,  which is

5 December  31,  2014.

6          U.S.  Mag has been a customer  o f  the

7 Company s ince the la te  1960s.   The spec i f ic

8 st ructure and terms of  the e lect r ic  serv ice

9 agreements  between the par t ies  have var ied

10 somewhat  over  the years ,  but  the in ter rupt ib le

11 nature of  the cont ract  has been constant .   The

12 st ructure and terms of  th is  new ESA are very

13 s imi lar  to  those found in  the exis t ing agreement ,

14 which was approved by th is  Commiss ion on

15 December  23,  2009 in  Docket  No.  09-035-20.

16          The new e lect r ic  serv ice agreement  has a

17 three-year  term cover ing ca lendar  years  2015,

18 2016,  and 2017.   The in i t ia l  ra tes in  the new ESA

19 are based on a cost  o f  serv ice s tudy resu l t ing

20 f rom the Company's  most  recent ly  dec ided genera l

21 rate case,  which was Docket  No.  13-035-184.

22 Consis tent  wi th  the set t lement  s t ipu la t ion in  that

23 docket ,  which inc luded ra te  changes in  two s teps,

24 U.S.  Mag wi l l  have one ra te  change ef fect ive a t

25 the s tar t  o f  th is  new ESA,  which is  January 1 ,
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1 2015.   And they wi l l  have a second ra te  change

2 ef fect ive on September  1 ,  2015,  which co inc ides

3 wi th  s tep two in  ra te  case outcome or  the

4 set t lement  s t ipu la t ion in  the las t  ra te  case.

5          Fur ther  ra te  changes for  U.S.  Mag wi l l

6 occur  a f ter  September  1 ,  2016.   Again,  that 's

7 cons is tent  wi th  the t iming f rom the set t lement

8 st ipu la t ion in  the ra te  case.   And those changes

9 wi l l  be t ied to  the average percent  change for  a l l

10 Utah re ta i l  customers.

11          Now,  one change f rom previous cont racts ,

12 any fu ture ra te  change for  U.S.  Mag wi l l  occur

13 concurrent ly  wi th  changes for  a l l  o f  Utah

14 customers ins tead of  January 1st  o f  each year ,

15 which is  how i t ' s  done in  the current  e lect r ic

16 service agreement .

17          The cost  o f  serv ice s tudy is  to  set  U.S.

18 Mag's  ra tes.   Accounts  for  the in ter rupt ib le  r ight

19 is  set  for th  in  the cont ract  for  the purpose of

20 reduc ing peak demand.   Th is  new agreement  inc ludes

21 inter rupt ib le  provis ions that  are s imi lar  to  the

22 exis t ing agreement  in  which the Company is  a l lowed

23 to cur ta i l  or  in ter rupt  U.S.  Mag's  load in  the

24 summer months based on the at tempts  to  forecast

25 and in  the winter  months regard less of



Page 10

Hearing Proceedings / REDACTED PORTIONS 12/17/2014

801-983-2180
50 West Broadway, Suite 900, Salt Lake City, UT 84101

Page 10

Hearing Proceedings / REDACTED PORTIONS 12/17/2014

801-983-2180
50 West Broadway, Suite 900, Salt Lake City, UT 84101

1 temperature.   For  the winter  months of  December

2 and January,  the Company has the r ight  to  cur ta i l

3 U.S.  Mag for  a  cer ta in  amount  o f  t ime in  two

4 blocks.   And in  the summer,  the Company has the

5 r ight  to  cur ta i l  U.S.  Mag in  one b lock depending

6 on temperature t r iggers .   The Company could  a lso

7 bank cur ta i lment  hours ,  which can be used at  a

8 la ter  date.

9          A t  a  meet ing between the Of f ice o f

10 Consumer Services,  the Div is ion of  Publ ic

11 Ut i l i t ies ,  U.S.  Mag,  and the Company on

12 November  20,  2014,  cer ta in  i tems were ident i f ied

13 in the ESA that  requi red correct ion or

14 modi f icat ion due to  c ler ica l  er ror  and draf t ing of

15 the document  or  due to  addi t iona l  issues that  were

16 ra ised and then reso lved by mutual  consent  to  the

17 par t ies .   Therefore,  U.S.  Mag and the Company

18 subsequent ly executed the amended and restated

19 ESA,  which is  before the Commiss ion for  approval

20 today.   I ' l l  b r ie f ly  touch on those changes.

21          The f i rs t  change was to  change the

22 measurement  o f  energy in  Sect ion 1.29 f rom

23 ki lowat t  hours  to  megawat t  hours .   Th is  was a

24 c ler ica l  er ror  that  needed to  be corrected.   The

25 second is  a lso a c ler ica l  er ror  where we changed
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1 the se l ler  to  buyer  in  Sect ion 1.23.   And then the

2 last  c ler ica l  er ror  was in  Sect ion 9.2  where we

3 had a re ference to  Sect ion 9.1 .   That  was

4 incorrect ly  s ta ted as a re ference to  Sect ion 8.1 .

5 So those were three c ler ica l  er rors  that  we f ixed.

6          There were two other  modi f icat ions to  the

7 agreement  that  resu l ted f rom that  meet ing.   The

8 f i rs t  we added language in  Sect ion 3.12 requi r ing

9 U.S.  Mag to  pay the low income surcharge.

10          THE HEARING OFFICER:  Can I  jus t  s top you

11 for  a  second?  We' re  s t i l l  in  nonconf ident ia l

12 area,  r ight?  Okay.

13          MR.  SOLANDER:  Yeah.

14          MR.  CLEMENTS:  I  don ' t  be l ieve I ' l l  have

15 any conf ident ia l  in format ion.

16          THE HEARING OFFICER:  Okay,  thank you.

17 Please cont inue.   I  apo log ize.

18          MR.  CLEMENTS:  The second po in t  was--or

19 second change that  was made,  we added language in

20 Sect ion 3.13 s ta t ing that  U.S.  Mag wi l l  provide

21 energy ef f ic iency repor ts  by December  1st  o f  each

22 year .

23          On December  5 ,  2014,  the DPU issued i ts

24 repor t  in  which i t  recommends approval  o f  the ESA

25 wi th  no condi t ions.   We suppor t  th is
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1 recommendat ion.   On December  5 ,  2014,  the Of f ice

2 of  Consumer Services issued i ts  repor t  in  which i t

3 recommends approval  wi th  cer ta in  condi t ions.   And

4 I  wi l l  address each of  those condi t ions for  the

5 benef i t  o f  the Commiss ion.

6          F i rs t  condi t ion requests  that  the Company

7 provides the Of f ice and DPU, U.S.  Mag's  annual

8 repor t  on energy ef f ic iency pro jects .   The ESA

9 requi res U.S.  Mag to  provide th is  to  the Company

10 and the Company commits  to  provide i t  to  the

11 Off ice and the Div is ion upon request .

12          The second condi t ion speaks to  what

13 deta i ls  wi l l  be inc luded in  that  repor t .   And i t ' s

14 the Company's  unders tanding that  U.S.  Mag has

15 commit ted to  provide the leve l  o f  deta i l  that 's

16 been requested by the Of f ice.

17          The th i rd  condi t ion requests  that  U.S.

18 Mag be subject  to  the l i fe l ine program surcharge.

19 As I  jus t  ment ioned,  the amended and restated

20 elect r ic  serv ice agreement  inc ludes a provis ion in

21 Sect ion 3.12 that  s ta tes that  U.S.  Mag shal l  pay

22 the surcharge in  the amount  appl icab le  to  schedule

23 nine customers.

24          I  be l ieve the i tems that  I ' ve  jus t

25 discussed re la ted to  these three condi t ions
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1 demonst ra te  that  those condi t ions have been met

2 ei ther  through cont ract  terms in  the amended and

3 restated e lect r ic  serv ice agreement  or  through

4 commitments  made by U.S.  Mag or  the Company.

5          The f ina l  condi t ion is  re la ted to  the

6 Utah Solar  Incent ive Program.  The Of f ice

7 recommends that  U.S.  Mag be subject  to  the so lar

8 incent ive surcharge.   U.S.  Mag is  not  subject  to

9 the surcharge in  the current  e lect r ic  serv ice

10 agreement  and was,  therefore,  not  inc luded in  the

11 or ig ina l  ra te  spread des ign for  the program.  U.S.

12 Mag f i led comments on th is  mat ter  on December  12,

13 2014,  in  which they s ta te- -and I ' l l  quote d i rect ly

14 f rom the i r  comments- -quote,  i t  is  d i f f icu l t  to

15 propose a reasonable means of  ass ign ing a so lar

16 subs idy in  ass ign ing so lar  subs idy cost  to  U.S.

17 Mag based on cost  o f  serv ice pr inc ip les and QF

18 rate payer  neut ra l i ty  cont racts ,  end quote.

19          U.S.  Mag then proposed as opt ions for  a

20 leve l  o f  payment  or  an amount  that  they would pay

21 that  would be appl icab le  to  them should the

22 Commiss ion determine that  U.S.  Mag should pay the

23 surcharge.   The Company does not  have a s t rong

24 posi t ion on whether  or  not  U.S.  Mag should pay the

25 surcharge and wi l l  fo l low whatever  d i rect ion is
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1 provided by the Commiss ion in  i ts  order .   That

2 sa id ,  i f  the Commiss ion determines that  U.S.  Mag

3 should pay the surcharge,  the Company be l ieves

4 that  the proposed amount  set  for th  by U.S.  Mag or

5 the range that  they have set  for th  in  the i r

6 comments,  appears  to  be reasonable to  the Company.

7          The Company fur ther  notes that  any so lar

8 incent ive surcharge that  is  pa id  by U.S.  Mag wi l l

9 s imply go in to  the ba lanc ing account  for  that

10 program.  I t  wi l l  not  be incrementa l  revenues to

11 the Company or  incrementa l  genera l  revenues.   I t

12 wi l l  s t r ic t ly  be an of fset  or  inc luded in  the

13 balanc ing account  for  that  program.

14          The Company represents  that  the terms and

15 condi t ions in  the U.S.  Mag ESA and the addi t iona l

16 terms that  I ' ve  d iscussed today and have been

17 agreed to  by the par t ies  are jus t  and reasonable

18 and in  the publ ic  in terest .   And,  therefore,  the

19 Company recommends and requests  the Commiss ion

20 approve the e lect r ic  serv ice agreement .   That

21 conc ludes my summary.

22          MR.  SOLANDER:  Thank you.   Mr .  C lements

23 is  ava i lab le  for  quest ions by the par t ies  or  the

24 Commiss ion.

25          THE HEARING OFFICER:  Mr .  Olsen?
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1          MR.  OLSEN:  Oh,  none,  Your  Honor .   I 'm

2 sorry.

3          THE HEARING OFFICER:  Mr .  Jet ter?

4          MR.  JETTER:  No quest ions,  Your  Honor .

5          THE HEARING OFFICER:  Mr .  Dodge?

6          MR.  DODGE:  No quest ions.

7          THE HEARING OFFICER:  I  probably have

8 some fur ther  quest ions probably a f ter  the panel

9 fur ther  quest ions,  but  one in i t ia l  quest ion that

10 might  he lp ,  in  fac t ,  what  you jus t  sa id  about  the

11 of fset  o f  the program, the ba lanc ing account ,  I 'm

12 look ing at  the tar i f f  and i t  might  be he lp fu l  to

13 ref resh my unders tanding on how the so lar

14 incent ive program is  funded.   I 'm look ing at  the

15 tar i f f  sheet .   I t  jus t  shows a per  k i lowat t  hour

16 charge based upon the ra te  schedule you ' re  on.   Is

17 i t  a  set  budgeted amount  that 's  o f fset  by- -he lp  me

18 understand a l i t t le  b i t ,  Mr .  C lements ,  i f  you can.

19          MR.  CLEMENTS:  Sure.   I  can g ive you a

20 high leve l  overv iew and i f  we de lve too deep in to

21 the deta i ls ,  we can ca l l  Mr .  Taylor .

22          THE HEARING OFFICER:  Yeah,  I  see he 's  in

23 the audience.

24          MR.  CLEMENTS:  But  I  should be ab le  to

25 cover  your  quest ions.   So the program is  in tended
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1 to co l lec t  a  cer ta in  amount  o f  money over  the l i fe

2 of  the program, which is  in tended to  be,  I

3 bel ieve,  n ine years .   I t ' s  supposed to  co l lec t

4 approximate ly $55 mi l l ion,  which is  $50 mi l l ion

5 program and approximate ly $5 mi l l ion o f

6 admin is t ra t ive costs .   The ra tes were estab l ished

7 in an at tempt  to  match the payouts .   And so ra tes

8 have been estab l ished for  the program now in

9 at tempt  to  co l lec t  the money that  matches the

10 payouts  that  occur  in  the next  couple o f  years .

11          The Company ant ic ipates that  over  th is

12 nine-year  l i fe  o f  the program, i t  wi l l  have to

13 adjust  the surcharge to  match the payout  ra te .

14 The reason the payout  ra te  changes is  res ident ia l

15 and smal l  commerc ia l  customers get  a  one- t ime

16 incent ive that 's  pa id  immediate ly.   Indust r ia l

17 customers get  pa id  the i r  c red i t  over  the course of

18 f ive years .   And so the payouts  that  occur  change

19 over  the n ine-year  l i fe  o f  the program.  But  the

20 rates were in i t ia l ly  set  to  t ry to  match the

21 payouts  for  the f i rs t  couple o f  years .   So the

22 Company ant ic ipates that  i t  wi l l  have to  modi fy or

23 change the surcharge ra tes a couple o f  t imes over

24 the l i fe  o f  the program.

25          THE HEARING OFFICER:  So,  for  example,
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1 understanding that  U.S.  Mag under  the current

2 cont ract  is  now--does not  have a charge assoc ia ted

3 wi th  the i r  cont ract ,  i f ,  for  example,  they were to

4 have that  charge,  you ' re  saying that  would

5 essent ia l ly  o f fset  and so there would be a

6 reduct ion to  o ther  customers or  how would

7 that - -and,  again ,  fee l  f ree i f  you need to- -

8          MR.  CLEMENTS:  Yeah,  that 's  cor rect .

9 I t ' s  a  ba lanc ing account .   And the surcharge is

10 col lec ted as an energy charge,  so i t  var ies

11 depending on how much customers use.   So i f  we

12 have a hot  summer or  a  co ld  summer,  i t  may change

13 the amount  that 's  co l lec ted in  the ba lanc ing

14 account .

15          And so the Company wi l l  moni tor  the

16 balanc ing account  and determine i f  a  change in  the

17 surcharge is  requi red to  increase or  decrease the

18 amount  that 's  be ing co l lec ted.   And so i f  U.S.

19 Magnesium pays the surcharge,  i t  wi l l  s t r ic t ly  go

20 into  the ba lanc ing account  and wi l l  be taken in to

21 account  when the Company evaluates whether  the

22 surcharge needs to  be increased or  decreased for

23 al l  customers.

24          THE HEARING OFFICER:  In  that  eva luat ion

25 the u l t imate change in  the surcharge would occur ,
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1 I  assume,  in  the next  genera l  ra te  case or  when

2 would that  actua l ly  be ach ieved?

3          MR.  CLEMENTS:  I  don ' t  be l ieve that  needs

4 to be t ied to  the genera l  ra te  case.   That  would

5 probably be a separate f i l ing to  update.

6          THE HEARING OFFICER:  Okay.   A l l  r ight .

7 Wel l ,  l i ke  I  sa id ,  I  may have more quest ions.   I t

8 was he lp fu l  to  have a l i t t le  b i t  more background.

9          MR.  CLEMENTS:  Okay.

10          THE HEARING OFFICER:  So in  terms of

11 process here,  what  I 'm th ink ing,  un less par t ies

12 object ,  I  know typ ica l ly  we k ind of  have an order ,

13 you know,  Div is ion,  Of f ice,  but  why don ' t  we go

14 ahead,  un less par t ies  have another  not ion that

15 might  be bet ter ,  but  I  thought  why don ' t  we go

16 ahead and have U.S.  Mag proceed wi th  the i r

17 wi tness.

18          MR.  JETTER:  I  th ink  that  makes more

19 sense.

20          THE HEARING OFFICER:  Okay.   That  sounds

21 great .   Okay.   Mr .  Dodge.

22          MR.  DODGE:  Yeah,  that 's  f ine.   Thank

23 you.   U.S.  Mag ca l ls  Roger  Swenson.

24          THE HEARING OFFICER:  Raise your  r ight

25 hand.   Do you so lemnly swear  the test imony you ' re
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1 about  to  g ive is  the whole t ru th  and noth ing but

2 the t ru th?

3          MR.  SWENSON:  Yes,  I  do.

4          THE HEARING OFFICER:  Okay.   Thank you.

5                   ROGER SWENSON,

6          having been f i rs t  du ly sworn,  was

7          examined and test i f ied as fo l lows:

8     EXAMINATION

9     BY-MR.DODGE:

10     Q.    Mr .  Swenson,  would you s ta te  your  name

11 and your  address.

12     A.    My name is  Roger  Swenson wi th  E-Quant

13 Consul t ing,  LLC.   My address is  1592 East  3350

14 South,  Sal t  Lake Ci ty,  Utah.   In  th is  mat ter ,  I  am

15 here represent ing U.S.  Magnesium,  LLC today.

16     Q.    Mr .  Swenson,  on December  12th,  there 's

17 some comments- - rep ly comments  that  U.S.  Magnesium,

18 LLC were submi t ted.   Do those comments represent

19 your  tes t imony in  th is  proceeding today?

20     A.    Yes,  they do.

21     Q.    And do you have any changes you would

22 l ike to  make to  any of  those--any of  those

23 comments or  the exh ib i ts?

24     A.    Just  one to  perhaps Exhib i t  3 .   Exhib i t  3

25 probably should have been marked conf ident ia l  in
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1 the in format ion that  we sent  you.   That  exh ib i t

2 i tse l f  has some conf ident ia l  in format ion on i t  and

3 we would ra ther  have i t  marked so.

4          THE HEARING OFFICER:  Can I  s top you here

5 for  a  second?

6          MR.  SWENSON:  Sure.

7          THE HEARING OFFICER:  For  purposes of  the

8 process--and I  know we haven ' t  ta lked about

9 admi t t ing in to  evidence documents ,  but  can I

10 impose on you,  Mr .  Dodge,  to  re f i le  that  wi th  the

11 proper  mark ings ind icat ing such?

12          MR.  DODGE:  Absolu te ly.

13          THE HEARING OFFICER:  I f  you g ive us a

14 heads up,  we can make sure that - -as i t  s tands now,

15 i t  is  on our  webs i te .   We could  swi tch i t  out  and

16 do i t  accord ing ly and we' l l  t reat  that  in format ion

17 conf ident ia l  for  purposes of  th is  hear ing.

18          MR.  DODGE:  We wi l l  do that .

19          THE HEARING OFFICER:  Thank you.   P lease

20 proceed.

21          MR.  DODGE:  Given that ,  I  would request

22 that  the rep ly comments  o f  U.S.  Magnesium,  LLC be

23 admi t ted in to  the record as Mr .  Swenson 's  sworn

24 test imony.

25          THE HEARING OFFICER:  Any ob ject ion,
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1 Mr.  Olsen?

2          MR.  OLSEN:  No.

3          MR.  JETTER:  No.

4          THE HEARING OFFICER:  They' re  rece ived.

5 BY MR. DODGE:

6     Q.    Mr .  Swenson,  do you have a summary of

7 your  comments  or  tes t imony you would l ike to

8 provide?

9     A.    Yes.

10          MR.  SWENSON:  U.S.  Magnesium apprec ia tes

11 the ef for ts  and the wi l l ingness of  the par t ies  to

12 look at  th is  agreement  and to  recommend i ts

13 approval  wi th  cer ta in  condi t ions.   As s ta ted in  my

14 test imony,  we accept  a l l  o f  the condi t ions that

15 were imposed by par t ies  or  suggested by par t ies

16 except  one condi t ion.   And that  has to  do wi th  the

17 solar  program that  Mr .  C lements  went  in to  in  some

18 deta i l .

19          U.S.  Magnesium was not  par t  o f  that

20 determinat ion as to  how those charges got

21 calcu la ted for  very large customers and i t  d idn ' t

22 have any input  in to  how that  program e i ther

23 provided benef i ts  or  cost  to  spec i f ic  large

24 customers.   So we would prefer  a f ter  look ing at

25 the data in  more deta i l  to  not  be par t  o f  the
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1 solar  incent ive program.  We don ' t  be l ieve there 's

2 a benef i t  to  U.S.  Magnesium to  be in  the program.

3 And we would ra ther  not  pay in to  a  program that  we

4 see as s imply a  subs idy.   The subs idy that  we

5 bel ieve in  the fu ture adds more costs  to  what  U.S.

6 Magnesium wi l l  see down the road wi th  se l f

7 generat ion customers not  paying for  f ixed costs

8 along the way.   So the main thrust  o f  what  we sa id

9 in  our  tes t imony was we prefer  not  to  be in  that

10 program.  We prefer  not  to  pay the charges in  that

11 program.

12 BY MR. DODGE:

13     Q.    And in  l ight  o f  comments  that  have been

14 f i led by others ,  do you have any other- -has U.S.

15 Mag taken the pos i t ion on whether  i t ' s  wi l l ing to

16 pay the surcharge?

17     A.    In  d iscuss ions wi th  o ther  par t ies ,  U.S.

18 Mag has put  a  range of  a  charge in  the test imony

19 that  i f  the Commiss ion so des i res us to  be par t  o f

20 th is ,  we would pay.   I  ind icated to  the commit tee

21 that  had th is- -not  commit tee,  sor ry- - the Of f ice o f

22 Consumer Services that  U.S.  Magnesium is  wi l l ing

23 to pay the h igh end of  the range that  we put  in

24 the comments that  were f i led on December  12th.

25     Q.    And can you br ie f ly  descr ibe how that



Page 23

Hearing Proceedings / REDACTED PORTIONS 12/17/2014

801-983-2180
50 West Broadway, Suite 900, Salt Lake City, UT 84101

Page 23

Hearing Proceedings / REDACTED PORTIONS 12/17/2014

801-983-2180
50 West Broadway, Suite 900, Salt Lake City, UT 84101

1 range was ca lcu la ted and how i t  would ad just  over

2 t ime?

3     A.    The range was ca lcu la ted based on what  an

4 average schedule n ine customer  would pay.   The

5 upper  end of  the range was two t imes that  average

6 customer 's  payment  per  year  d iv ided by the U.S.

7 Magnesium usage.   So what  we 'd  expect  over  t ime as

8 to that  ra te  change as i t  fo l lowed schedule n ine 's

9 charges for  the average customer  mul t ip l ied by two

10 div ided by U.S.  Magnesium usage.

11          MR.  DODGE:  Thank you.   I  have no fur ther

12 quest ions.   Mr .  Swenson 's  ava i lab le  for  cross.

13          THE HEARING OFFICER:  Mr .  Olsen?

14          MR.  OLSEN:  No cross,  Your  Honor .

15          MR.  JETTER:  No quest ions f rom the

16 Div is ion.

17          THE HEARING OFFICER:  Rocky Mounta in

18 Power?

19          MR.  SOLANDER:  No quest ions.

20          THE HEARING OFFICER:  I  have one quest ion

21 again.   That 's  what  I  sa id  I  may need to  come

22 back.   Unless th is  is  conf ident ia l  and I  do have

23 the rep ly comments  f i led in  terms of  the h igh end,

24 what  would be the approximate actua l ,  you know,

25 dol lar  charges,  I  guess,  for  year ly,  I  guess,  for
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1 the h igh end based upon the--

2          MR.  SWENSON:  Depending on U.S.  Mag's

3 usage,  i t  wi l l  vary jus t  a  l i t t le  b i t .   But  we

4 would expect  that  number  to  be about  $12,000 per

5 year .

6          THE HEARING OFFICER:  Okay.   That 's  a l l

7 I 've got  for  now.   Thank you.

8          Okay.   W i th  that ,  Mr .  Jet ter?

9          MR.  JETTER:  Thank you,  Your  Honor .   The

10 Div is ion would l ike to  ca l l  and have sworn in

11 Just in  Chr is tensen.

12          THE HEARING OFFICER:  Go ahead and ra ise

13 your  r ight  hand.   Do you so lemnly swear  that  the

14 test imony you ' re  about  to  g ive is  the whole t ru th

15 and noth ing but  the t ru th?

16          MR.  CHRISTENSEN:  Yes.

17          THE HEARING OFFICER:  Thank you.   P lease

18 be seated.

19                 JUSTIN CHRISTENSEN,

20          having been f i rs t  du ly sworn,  was

21          examined and test i f ied as fo l lows:

22     EXAMINATION

23     BY-MR.JETTER:

24     Q.    Mr .  Chr is tensen,  would you p lease s ta te

25 your  name and occupat ion for  the record.
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1     A.    Yes.   My name is  Just in  Chr is tensen,

2 C-H-R- I -S-T-E-N-S-E-N.   I 'm a ut i l i ty  analys t  wi th

3 the Div is ion of  Publ ic  Ut i l i t ies .

4     Q.    Thank you.   And in  the course of  your

5 employment ,  have you had the oppor tun i ty to  review

6 the appl icat ion and--both the or ig ina l  and the

7 amended energy serv ice agreement  f i led by Rocky

8 Mounta in  Power  in  th is  docket?

9     A.    Yes.

10     Q.    And d id  you prepare any memorandum f i led

11 by the Div is ion on December  5 th  o f  th is  year?

12     A.    Yes.

13     Q.    Do you have any correct ions that  you

14 would l ike to  make to  that  now?

15     A.    Yes,  I  do.   On page 2 of  the Div is ion 's

16 memo under  the analys is ,  I  would l ike to  s t r ike

17 out  the sentence the ESA is  more t ied e lect r ic

18 service schedule n ine a l l  the way to  previous ly,

19 so s t r ike out  that  whole sentence f rom the memo.

20          THE HEARING OFFICER:  And jus t  for

21 purposes of  the record,  I ' l l  jus t  go ahead and

22 read that  ent i re- - th is  is  on page 2 of  the

23 comments f i led by the Div is ion of  Publ ic

24 Ut i l i t ies .   The sentence begins,  the ESA is  more

25 spec i f ica l ly  t ied to  e lect r ic  serv ice schedules
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1 No.  Nine,  parens,  large indust r ia l  customers,

2 large parens,  and 31,  parens,  backup power ,  end

3 paren,  that  i t  has done-- than i t  has been

4 previous ly.

5 BY MR. JETTER:

6     Q.    And do you have any other  ed i ts  or

7 changes you would l ike to  make to  that?

8     A.    No,  not  on the memo.

9          MR.  JETTER:  Thanks.   W i th  that ,  I  would

10 l ike to  move to  enter  th is  memo in to  the record at

11 the hear ing.

12          THE HEARING OFFICER:  Is  there any

13 object ion?

14          MR.  OLSEN:  No ob ject ion.

15          THE HEARING OFFICER:  I t ' s  rece ived.

16          MR.  JETTER:  And I  would jus t  l ike  to

17 make a note on the record that  that 's  a

18 conf ident ia l  memo for  what  i t ' s  wor th .

19 BY MR. JETTER:

20     Q.    Have you prepared a summary of  the

21 Div is ion 's  pos i t ion at  th is  t ime?

22     A.    Yes,  I  have.

23     Q.    Would you p lease go ahead and proceed

24 wi th  that?

25     A.    Yes.
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1          MR.  CHRISTENSEN:  Good morn ing.   Thank

2 you for  the oppor tun i ty to  address some remarks.

3 The present  issue on behal f  o f  the Div is ion,  I

4 wi l l  provide a s ta tement  in  suppor t  o f  the ESA

5 between the Company and U.S.  Magnesium.   I  wi l l

6 a lso address a few shor t  remarks regard ing the

7 issue of  U.S.  Magnesium's  ob l igat ion to  cont r ibute

8 to the so lar  incent ive program.

9          In  re la t ion to  Rocky Mounta in  Power 's

10 elect r ic  serv ice agreement  wi th  U.S.  Magnesium,

11 LLC,  in  genera l ,  the Div is ion f inds the cont ract

12 terms and pr ic ing appear  to  be jus t ,  reasonable,

13 and in  the publ ic  in terest .

14          In  i ts  comments ,  the Of f ice condi t ion and

15 approve a recommendat ion on four  condi t ions.   In

16 U.S.  Magnesium's  rep ly comments ,  U.S.  Magnesium

17 accepted the f i rs t  three.   The Div is ion is  not

18 opposed to  the f i rs t  three condi t ions.   And the

19 four th  requi rement  the Of f ice recommended that

20 U.S.  Magnesium be subject  to  the so lar  incent ive

21 program surcharge.

22          In  Docket  No.  11-035-104,  the Commiss ion

23 chose not  to  reach a conc lus ion on whether  a

24 schedule 195 appl ies  to  spec ia l  cont ract

25 customers,  but  ra ther  review the mat ter  on a case
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1 by case bas is .   Spec i f ica l ly ,  the Commiss ion chose

2 to,  quote,  p lace the Company,  U.S.  Mag,  and other

3 spec ia l  cont ract  customers on not ice that  we wi l l

4 examine the appl icab i l i ty  o f  schedule 195 as we

5 act  on fu ture appl icat ions to  approve spec ia l

6 cont racts .   In  par t icu lar ,  we wi l l  examine the

7 cont ract  terms address ing the appl icab i l i ty  o f

8 schedule 195 and other  surcharges for  the i r  extent

9 on the publ ic  in terest .   We invi te  the Of f ice and

10 other  in terested par t ies  to  express the i r

11 pos i t ions in  the dockets  where the mer i ts  o f  the i r

12 arguments  can be analyzed in  the context  o f  the

13 terms of  a  spec i f ic  cont ract  under  review,  end

14 quote.

15          C lear ly,  e lect r ic  serv ice Schedule No.

16 195 s ta tes the co l lec t ion of  costs  re la ted to  the

17 solar  incent ive p lan f rom customers paying

18 contract  ra tes shal l  be governed by the terms of

19 the cont ract .   In  o ther  words,  the tar i f f

20 contemplates that  the surcharge could  apply to

21 spec ia l  cont racts .   However ,  U.S.  Mag ra tes are

22 di f ferent  f rom what  o therwise would be the

23 appl icab le  tar i f f  ra tes.   Therefore,  the

24 Commiss ion,  i f  i t  choses to  requi re  U.S.  Magnesium

25 to cont r ibute to  the so lar  incent ive program, the
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1 Commiss ion need not  apply a  spec i f ic  tar i f f  ra te

2 to schedule 195.   Therefore,  the Div is ion is  not

3 opposed to  U.S.  Magnesium's  o f fer  to  have i t  pay

4 the average schedule n ine cont r ibut ion.

5          A l ternat ive ly,  i f  the Commiss ion chooses

6 to exempt  U.S.  Magnesium at  th is  t ime for  th is

7 cont ract  on the so lar  incent ive surcharge,  the

8 Commiss ion should make c lear  that  U.S.  Magnesium

9 is  ine l ig ib le  to  par t ic ipate in  the program.  The

10 Div is ion knows that  i ts  t reatment  is  cons is tent

11 wi th  the appl icat ion or  t reatment  o f  DSM

12 surcharges to  U.S.  Magnesium's  cont ract .

13          H is tor ica l ly ,  U.S.  Magnesium has not  been

14 el ig ib le  to  par t ic ipate in  DSM programs and

15 receive benef i ts  f rom these programs and does not

16 cont r ibute to  the programs for  the tar i f f

17 surcharge.   U.S.  Mag has economic incent ives to  be

18 ef f ic ient  in  i ts  use of  e lect r ic i ty .

19          In  conc lus ion,  the Div is ion f inds that  in

20 genera l  the proposed cont ract  resu l ts  in  jus t  and

21 reasonable ra tes and is  in  the publ ic  in terest .

22 The Div is ion is  not  opposed to  U.S.  Magnesium's

23 proposal  to  have i t  cont r ibute the average

24 schedule n ine amount  to  the so lar  incent ive

25 program.  The Div is ion recommends that  the
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1 Commiss ion approve the ESA between the Company and

2 U.S.  Mag.   That  conc ludes my summary.

3          MR. JETTER:  Thank you.   I  have no

4 fu r ther  quest ions.   The wi tness is  ava i lab le  for

5 cross-examinat ion.

6          MR. OLSEN:  No quest ions.

7          MR. SOLANDER:  No quest ions.

8          MR. DODGE:  No quest ions.

9          THE HEARING OFFICER:  I  have a  coup le

10 quest ions.   I  th ink  I  may c i rc le  back.   So i f  I

11 heard you correc t ly,  you sa id  that  i t ' s  the

12 Div is ion 's  op in ion or  recommendat ion that  the

13 amended and res ta ted contrac t ,  essent ia l l y,  the

14 one that  inc luded three cond i t ions,  but  not  one is

15 jus t ,  reasonable ,  and in  the pub l ic  in terest .   You

16 sa id  someth ing in  par t i cu lar  about ,  you know,  the

17 rev iew on a  case by case bas is .   I  unders tand,

18 again ,  these are  b i la tera l  cont rac ts ,  spec ia l

19 contrac ts ,  that  were to ,  you know,  have g ives and

20 takes,  d i f fe rent  te rms.   And so each one is

21 eva luated on i ts  own mer i ts ,  essent ia l l y,  to

22 determine whether  i t ' s  jus t  and reasonable ,  in

23 publ ic  in terest .   Is  there  anyth ing in  par t i cu lar

24 f rom the D iv is ion 's  perspect ive  that  would  weigh

25 i n  favor  o f  that  recommendat ion?  In  o ther  words,
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1 is  there anyth ing in  par t icu lar  about  the terms

2 and condi t ions of  th is  cont ract  in  par t icu lar  that

3 would a l low i t  to  be in  the publ ic  in terest  and

4 just ,  reasonable,  i f  i t  inc luded or  not  inc luded,

5 the surcharge?

6          MR.  CHRISTENSEN:  We rea l ly  are not

7 opposed e i ther  way.   We wi l l  agree wi th  whatever

8 the Commiss ion dec ides.   We do-- i f  the Commiss ion

9 does want  the so lar  incent ive program surcharge

10 that  the Div is ion does not  opposed U.S.

11 Magnesium's  recommendat ion.   So,  in  o ther  words,

12 the Div is ion does not  oppose e i ther  way whatever

13 the Commiss ion dec ides.

14          THE HEARING OFFICER:  Okay.   I  th ink

15 that 's  f ine for  now because I 'm go ing to  come

16 back.   But  that 's  a l l  the quest ions I  have for

17 now.

18          Mr .  Olsen.

19          MR.  OLSEN:  Thank you.   We would l ike to

20 cal l  Cheryl  Murray.   Ms.  Murray,  would you s ta te

21 your  name for  the record,  p lease,  and descr ibe

22 what  your- -

23          THE HEARING OFFICER:  Why don ' t  we go

24 ahead and swear  in  Ms.  Murray.   Do you so lemnly

25 swear  the test imony you ' re  about  to  g ive is  the
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1 whole t ru th  and noth ing but  the t ru th?

2          MS.  MURRAY:  Yes.

3          THE HEARING OFFICER:  Okay,  thank you.

4                   CHERYL MURRAY,

5          having been f i rs t  du ly sworn,  was

6          examined and test i f ied as fo l lows:

7     EXAMINATION

8     BY-MR.OLSEN:

9     Q.    Could you s ta te  your  name and pos i t ion

10 for  the record,  p lease.

11     A.    My name is  Cheryl  Murray.   I 'm a ut i l i ty

12 analyst .

13     Q.    As par t  o f  your  job,  d id  you have an

14 oppor tun i ty to  review the or ig ina l  and the amended

15 submiss ion by U.S.  Mag in  th is  mat ter  for  the

16 contract?

17     A.    I  d id  review the--both cont racts  you

18 referenced that  were submi t ted by the Company.

19     Q.    And d id- -as par t  o f  that  review,  d id  you

20 submi t  comments  on behal f  o f  the Of f ice?

21     A.    I  d id .

22     Q.    Do you wish to  make any modi f icat ions to

23 those comments a t  th is  t ime?

24     A.    No,  I  do not .

25          MR.  OLSEN:  Your  Honor ,  I  would ask that
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1 they be accepted in to  the record.

2          THE HEARING OFFICER:  Is  there any

3 object ion i f  they ' re  rece ived in  evidence?

4 They' re  rece ived.

5 BY MR. OLSEN:

6     Q.    Ms.  Murray,  based on subsequent

7 developments  as they've come for th  s ince you

8 or ig ina l ly  submi t ted those comments,  do you have a

9 summary of  the Of f ice 's  cur rent  pos i t ion regard ing

10 th is  cont ract?

11     A.    Yes.

12     Q.    Could you submi t  that ,  p lease?

13     A.    Okay.

14          MS.  MURRAY:  Good morn ing.   The Of f ice o f

15 Consumer Services is  respons ib le  for  assess ing

16 impacted ut i l i ty  ra te  changes and regula tory

17 act ions upon res ident ia l  and smal l  commerc ia l

18 customers.   In  reviewing the proposed U.S.

19 Magnesium e lect r ic  serv ice agreement ,  the Of f ice 's

20 pr imary concern is  that  the ESA d id  not  resu l t  in

21 cost  sh i f ts  for  U.S.  Magnesium to  o ther  re ta i l

22 customers of  Rocky Mounta in  Power .

23          In  our  memo f i led on December  5 ,  2014,

24 the Of f ice recommended approval  o f  the proposed

25 U.S.  Magnesium ESA wi th  four  condi t ions.   The ESA
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1 is  conf ident ia l  in  i ts  ent i re ty,  but  U.S.

2 Magnesium has responded to  the Of f ice 's

3 recommendat ion in  a  nonconf ident ia l  manner  so- -and

4 based on what  has been sa id  th is  morn ing,  un less

5 there is  an ob ject ion,  I  wi l l  address them now as

6 publ ic  in format ion.

7          The four  condi t ions recommended by the

8 Of f ice are,  one,  the Company wi l l  provide to  the

9 Of f ice and the Div is ion,  U.S.  Magnesium's  annual

10 repor t  on energy ef f ic iency pro jects .   Two,  the

11 aforement ioned repor t  wi l l  inc lude a descr ip t ion

12 of  each energy ef f ic iency pro ject  and the

13 est imated demand and energy savings assoc ia ted

14 wi th  each pro ject .   Three,  U.S.  Magnesium is

15 subject  to  the l i fe l ine program surcharge.   And,

16 four ,  U.S.  Magnesium is  subject  to  the so lar

17 incent ive program cost  ad justment .

18          The Of f ice apprec ia tes U.S.  Magnesium's

19 wi l l ingness as s ta ted in  rep ly comments  dated

20 December  12th to  comply wi th  the Of f ice 's  f i rs t

21 three recommendat ions.   We would a lso note that

22 the amended and restated ESA inc ludes the

23 provis ion regard ing the l i fe l ine surcharge.

24          Regard ing recommendat ion No.  1  that  the

25 Company provide to  the Of f ice and the Div is ion a
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1 copy of  the energy ef f ic iency pro ject  repor t ,  I

2 be l ieve that  Mr .  C lements  th is  morn ing sa id  the

3 Company was amenable to  that  upon request .   I t ' s

4 our  pos i t ion that  i t  should  be provided as a

5 mat ter  o f  course and that  we should not  have to

6 submi t  a  spec i f ic  request  for  those repor ts .   I f  I

7 misunderstood what  he was saying,  then I

8 apolog ize.   But  we th ink i t  should jus t  be a

9 requi rement  as par t  o f  the approval  o f  the ESA.

10          Regard ing the four th  recommendat ion,  U.S.

11 Magnesium argues that  i t  should  not  be subject  to

12 the f i f th  cost  ad justment ,  but  suggested the

13 Commiss ion orders  par t ic ipat ion.   The ra te  i t  pays

14 should be l imi ted to  that  o f  an average schedule

15 nine customer  or  perhaps a smal l  mul t ip le  o f  that

16 amount  and then they of fer  a  range.

17          As we s ta ted in  Docket  11-035-104,

18 invest igat ion in to  extending and expanding so lar

19 incent ive program, the Of f ice be l ieves that  a

20 spec ia l  cont ract  customer  should cont r ibute to  the

21 fund.   In  that  docket ,  the Commiss ion determined

22 that  the program is  expected to  generate

23 system-wide benef i ts .   I f  the benef i ts  are

24 system-wide,  then a por t ion of  those benef i ts

25 accrue to  U.S.  Magnesium.
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1          Fur ther ,  the Commiss ion s ta ted we p laced

2 the Company,  U.S.  Mag,  and other  spec ia l  cont ract

3 customers on not ice that  we wi l l  examine the

4 appl icab i l i ty  o f  schedule 195 as we act  on fu ture

5 appl icat ions to  approve spec ia l  cont racts .   That

6 being sa id ,  the Of f ice recognizes that  th is  ESA is

7 d i f ferent  than a s tandard schedule n ine tar i f f .

8 And for  th is  ESA,  we do not  ob ject  to  U.S.

9 Magnesium's  CIP payment  proposal .

10          S ince U.S.  Magnesium is  larger  than the

11 typ ica l  schedule n ine customer ,  the Of f ice asser ts

12 that  the upper  range of  the i r  proposal  is

13 appropr ia te .   And I  would a lso note that  as

14 Mr.  C lements  provided in  h is  summary,  th is  is  not

15 incrementa l  to  the amount  that  has been previous ly

16 approved by the Commiss ion for ,  the CIP program,

17 but  i t  wi l l  be inc luded in  the ba lanc ing account

18 as an of fset  to  a l l  payments  that  are go ing in to

19 that  account .

20          I  do have one paragraph that  is

21 conf ident ia l  and I  would l ike to  say i t  because I

22 th ink i t ' s  an impor tant  th ing to  note here.

23          THE HEARING OFFICER:  Okay.   Why don ' t  we

24 go ahead and begin conf ident ia l .   Are there any

25 fo lks  in  the ga l lery,  e t  cetera- - I  don ' t - - I
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1 apolog ize.   I 'm not  sure i f  I  recognize--okay.

2 Oh,  Company,  okay.   So i t  looks l ike we ' re  a l l

3 e i ther  wi th  the Commiss ion,  D iv is ion,  or  Of f ice,

4 the Company,  or  U.S.  Magnesium,  so th is  wi l l  be

5 marked conf ident ia l ,  but  go ahead and proceed.

6         * **BEGIN CONFIDENTIAL TESTIMONY***

7 / /

8

9

10

11

12

13

14

15 / /

16          * **END CONFIDENTIAL TESTIMONY***

17          THE HEARING OFFICER:  Thank you.

18          MS.  MURRAY:  And then back to  publ ic?

19          THE HEARING OFFICER:  Okay.   Back to

20 publ ic .

21          MS.  MURRAY:  Ready?

22          THE HEARING OFFICER:  Uh-huh.

23          MS.  MURRAY:  The Of f ice apprec ia tes the

24 ef for ts  o f  the Company and U.S.  Magnesium over  the

25 years  that  have brought  about  th is  improved
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1 per formance.   The Of f ice recommends that  the

2 Commiss ion approve the ESA wi th  the condi t ions and

3 recommendat ions ident i f ied above,  inc lud ing

4 order ing that  U.S.  Magnesium is  subject  a t  some

5 leve ls  to  the so lar  incent ive program cost

6 adjustments .   That  conc ludes my summary.

7          THE HEARING OFFICER:  Thank you.   You

8 looked l ike you were about  to  say someth ing.

9          MR.  OLSEN:  No.   We' l l  submi t  that ,  Your

10 Honor .   There was a fo l low-up on a quest ion I

11 bel ieve you asked regard ing whether  th is  is  in  the

12 publ ic  in terest  as a  genera l  mat ter .   I  mean,  I

13 don ' t  want  to  put  words in  your  mouth,  but  I  would

14 reference you to  the order  in  docket  No.

15 08-035-104 on page 8.   There is  a  d iscuss ion,

16 f ind ings,  and conc lus ions.   And i t  says the

17 al locat ion of  recovery program cost  is  jus t  and

18 reasonable and re f lec t ive o f  the systemwide

19 benef i ts  the program is  expected to  generate.   So

20 that  Commiss ion s ta tement  that  I  ask so you can

21 make your  cons iderat ions.

22          THE HEARING OFFICER:  Okay.   Thank you.

23 Is  there any cross f rom--

24          MR.  JETTER:  No quest ions f rom the

25 Div is ion.
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1          MR.  SOLANDER:  No quest ions.

2          MR.  DODGE:  No quest ions.

3          THE HEARING OFFICER:  Let  me fo l low up on

4 the s ta tement  you jus t  made.   So i f  I  heard the

5 Of f ice 's  tes t imony correct ly ,  and in  l ight  o f  what

6 Mr.  Olsen sa id ,  i t  sounds l ike based upon-- the

7 Of f ice would recommend--or  i t ' s  the i r  op in ion that

8 the amended and restated cont ract  wi th  the

9 inc lus ion of  the proposal  a t  the h igh end of  the

10 two averages,  which was k ind of  c lar i f ied by

11 Mr.  Swenson,  i t ' s  the Of f ice 's  op in ion that  the

12 Commiss ion approval  o f  that  wi th  that  caveat  would

13 be jus t ,  reasonable,  and publ ic  in terest?

14          MR.  OLSEN:  I t  would be jus t  and

15 reasonable,  Your  Honor .   I  don ' t  mean to  qu ibb le ,

16 but  our  respons ib i l i ty  is  somewhat  d i f ferent  than

17 the Div is ion 's .

18          THE HEARING OFFICER:  Okay.

19          MS.  MURRAY:  My test imony is  that  the

20 resul t  would be jus t  and reasonable.

21          THE HEARING OFFICER:  Okay,  thank you.

22 That 's  he lp fu l .   W i th  that ,  recogniz ing that  we

23 have a- - I 'm assuming that  wi thout  having you

24 ask-- le t  me ask you th is :   I  unders tand there may

25 be a c lar i f ica t ion.
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1          MR.  SOLANDER:  I ' ve  got  a  couple shor t

2 red i rects .

3          THE HEARING OFFICER:  Redi rect?   Yeah.

4     EXAMINATION

5     BY-MR.SOLANDER:

6     Q.    Mr .  Swenson test i f ied ear l ier  regard ing

7 ty ing U.S.  Magnesium's  ra te  to  schedule n ine.

8 Were you here for  that  tes t imony?

9     A.    Yes.

10     Q.    How would the Company implement  that  i f

11 so ordered?

12     A.    Sure.   And jus t  to  c lar i fy ,  ty ing the

13 proposal  that  Mr .  Swenson provided today,  I

14 bel ieve,  is  that  for  the so lar  incent ive

15 surcharge,  U.S.  Magnesium would pay two t imes

16 whatever  the schedule n ine average surcharge is

17 per  customer ,  per  year .   And so U.S.  Mag would pay

18 two t imes the average schedule n ine surcharge per

19 customer ,  per  year .

20          The Company would implement  that

21 immediate ly or  upon ef fect iveness of  th is  new

22 agreement ,  and then that  charge would remain in

23 place unt i l  the Company changes the so lar

24 incent ive surcharge for  a l l  customers.   As I

25 ment ioned previous ly,  the so lar  incent ive
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1 surcharge program or  so lar  incent ive program wi l l

2 l ike ly las t  over  the course of  n ine years  and the

3 Company wi l l  be co l lec t ing money and paying out

4 money over  th is  n ine-year  per iod.

5          The payouts  grow in  the midd le  o f  those

6 nine years .   So they s tar t  smal l ,  as  the program

7 star ted las t  year .   They grow in  the midd le  years .

8 And then they s tar t  to  decrease in  the back years .

9 And so the Company ant ic ipates and or ig ina l ly

10 expected around 2016 that  i t  would be f i l ing to

11 change the surcharge so that  i t  matches the

12 payouts .

13          The Company has t r ied to  match the

14 surcharge for  the payouts  to  e l iminate car r ied

15 costs  for  customers.   And so the Company

16 ant ic ipates that  i t  is  l ike ly over  the course of

17 the U.S.  Mag agreement  that  they wi l l  be f i l ing to

18 change the so lar  surcharge ra tes for  a l l  customer

19 c lasses.

20          So i f  the Commiss ion were to  order  that

21 U.S.  Magnesium's  proposal  is  accepted or  adopted

22 and that  they would pay two t imes the average

23 schedule n ine ra te  per  customer ,  per  year ,  when

24 the Company goes to  do the ra te  spread for  the i r

25 proposed changes to  the surcharge for  a l l
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1 customers,  U.S.  Magnesium would be inc luded in

2 those ca lcu la t ions and they would be inc luded at

3 two t imes whatever  the proposed schedule n ine

4 surcharge would be--average surcharge would be

5 when the ra tes are reca lcu la ted.   And so the

6 Company would implement  that  as a  formula or

7 methodology for  subsequent  surcharge changes

8 unless ordered otherwise by the Commiss ion.   But

9 that  would be the Company's  proposal  as how to

10 implement  that  over  t ime.

11          THE HEARING OFFICER:  So that  would be-- I

12 don ' t  mean to  in ter rupt .   That  would be

13 implemented,  i t  sounds l ike,  when the next  f i l ing

14 change in  surcharge would happen,  which

15 potent ia l ly  cou ld  be 2016?

16          MR.  CLEMENTS:  Yes.   Not  commit ted to

17 that  date in  par t icu lar ,  but  when the program was

18 designed,  i t  was expected that  in  2016 the f i l ing

19 might  be requi red.   I t  may be la ter .   Some of  the

20 pro jects  are coming on la te  and so the payouts  are

21 occurr ing la ter .   But  i f  i t  occurs  in  2016 or  '17,

22 yes,  the Company would jus t  inc lude the

23 ant ic ipated revenues f rom U.S.  Magnesium as two

24 t imes the schedule n ine average and inc lude that

25 in  a  ra te  spread.   To c lar i fy ,  two t imes whatever
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1 is  proposed for  schedule n ine in  the change.   And

2 that  would be inc luded in  the ra te  spread.

3          THE HEARING OFFICER:  Okay.   So i t ' s  not

4 a set  do l lar  amount?  I t ' s  a  proposed ca lcu la t ion

5 that  would be-- that  would change potent ia l ly  based

6 on what  the f i l ing was?

7          MR.  CLEMENTS:  Yeah.   The Company would

8 recommend we implement  Mr .  Swenson 's  proposal  that

9 we do i t  as  a  methodology where i t  would be two

10 t imes the then current - -or  the then proposed

11 schedule n ine ra te .

12          THE HEARING OFFICER:  Let  me ask a

13 process quest ion because i t  sounds l ike there 's ,

14 you know,  potent ia l  agreement  among the par t ies

15 today that  th is  would be jus t  and reasonable and

16 in the publ ic  in terest  for  many of  the par t ies .

17 But  what- -how would you propose proceeding

18 wi th- -would th is  requi re  a  cont ract  amendment

19 ref i l ing or  would th is  jus t  be an agreement

20 memor ia l ized pursuant  to  the record here today?

21 Or he lp  me unders tand how that  would look.   Maybe

22 th is  is  a  quest ion for  Mr .  Dodge.

23          MR.  DODGE:  Yeah.   We would ant ic ipate

24 that  i t  would be in  the Commiss ion 's  order .   I

25 don ' t  th ink  the agreement  has to  be amended,  per
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1 se.   I f  i t ' s  in  the order ,  then obvious ly we ' re

2 requi red to  comply wi th  i t .

3          THE HEARING OFFICER:  D id  you have

4 fur ther  red i rect?

5          MR.  SOLANDER:  Just  one.

6          THE HEARING OFFICER:  Okay.

7 BY MR. SOLANDER:

8     Q.    Does the Company have any ob ject ion to

9 provid ing to  the energy ef f ic iency annual  repor t

10 as a mat ter  o f  course as suggested by Ms.  Murray?

11     A.    No.   The Company suggested that  i t  would

12 be upon request  and that  was s t r ic t ly  to  hedge a

13 bad memory as I  approach 40 years  o ld  th is

14 month- -get  that  on the record.   The Company would

15 agree to  do that  in  due course.   Make best

16 ef for ts .

17          MR.  SOLANDER:  Thank you.   And the

18 Company would move that  the appl icat ion and the

19 amended and restated e lect r ic  serv ice agreement  be

20 entered in to  the record.

21          THE HEARING OFFICER:  Is  there any

22 object ion?

23          MR.  JETTER:  No ob ject ion.

24          MR.  OLSEN:  No ob ject ion.

25          THE HEARING OFFICER:  I t ' s  rece ived.
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1 Thank you.

2          Mr .  Jet ter ,  do you have a quest ion?

3          MR.  JETTER:  Can I  request  a  br ie f  recess

4 where we can d iscuss one mat ter  o f f  the record

5 before the conc lus ion of  th is  hear ing?

6          THE HEARING OFFICER:  Yeah,  that 's  f ine.

7 What  do you--

8          MR.  JETTER:  I  jus t  need three minutes.

9          THE HEARING OFFICER:  Okay.   Why don ' t  we

10 go ahead and go of f  the record.

11 (Recess taken. )

12          THE HEARING OFFICER:  Okay.   Let 's  go

13 back on the record.   When we las t  le f t ,  there was

14 a request  for  a  recess,  so I ' l l  tu rn  i t  back to

15 Mr.  Jet ter .

16          MR.  JETTER:  Thank you.   I  jus t  had a

17 c lar i f icat ion that  I  needed to  make wi th  some of

18 the par t ies .   And the Div is ion is  s t i l l  in  suppor t

19 of  the proposal  made by the Of f ice and then

20 of fered by U.S.  Mag for  the i r  cont r ibut ions to  the

21 solar  incent ive program.

22          THE HEARING OFFICER:  Okay.   Is  there any

23 more red i rect  or  c lar i f ica t ion?  Again,  I  don ' t

24 want  to  put  words in  Mr .  Solander 's  mouth,  but  I 'm

25 assuming the request  is  for  a  bench ru l ing today.
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1          MR.  SOLANDER:  That  would be our

2 preference.

3          THE HEARING OFFICER:  I  hate to  take

4 another  recess,  but  I  jus t  want  to  ment ion before

5 I  go back we' l l  go ahead and take a recess.

6 Before I  do that ,  is  there anyth ing e lse that

7 needs to  be addressed?  And,  again ,  one f ina l

8 quick  c lar i f ica t ion jus t  for  my own unders tanding.

9 This  is  for  Mr .  C lements .

10          You ment ioned that  the program was go ing

11 to run for  another  n ine years .   Do you mean the

12 actua l  charge wi l l  ac tua l ly  on ly run t i l l  '17,

13 r ight?  The actua l  funding wi l l  cont inue for  that

14 long?  Is  that - - jus t  so I  unders tand.   That  jus t

15 confused me a l i t t le  b i t .   Sorry,  le t 's  go ahead

16 and go of f  the record.

17 (Discuss ion of f  the record. )

18          THE HEARING OFFICER:  Let 's  go back on

19 the record.

20          MR.  CLEMENTS:  I t ' s  the Company's  in tent

21 that  the surcharge wi l l  cont inue for  n ine years .

22 And the reason is  payouts  occur  over  the course of

23 nine years .

24          THE HEARING OFFICER:  Okay.

25          MR.  CLEMENTS:  But  the incent ives or  the
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1 lot tery,  so to  speak,  occurs  over  a  f ive-year

2 per iod.   But  in  year  f ive,  indust r ia l  customers

3 who are awarded a cred i t  rece ive that  cred i t  over

4 the course of  f ive years .   So they would rece ive

5 i t  in  year  f ive and then s ix,  seven,  e ight ,  and

6 nine.

7          THE HEARING OFFICER:  Okay.

8          MR.  CLEMENTS:  And so payouts  wi l l  occur

9 over  n ine years .

10          THE HEARING OFFICER:  So the ba lanc ing

11 account  wi l l  ac tua l ly  cont inue for  n ine years  jus t

12 to match the payouts?

13          MR.  CLEMENTS:  R ight .   And the Company's

14 in tent  is  to  t ry to  match--have the surcharge

15 match the payouts  as c lose ly as poss ib le .   So

16 s ince the payouts  occur  over  n ine years ,  the

17 surcharge wi l l  occur  over  n ine years  as wel l .

18          THE HEARING OFFICER:  Okay.   That 's

19 helpfu l .   Thank you.

20          W i th  that ,  why don ' t  we go ahead and take

21 a br ie f  recess.   Thank you.

22 (Recess taken. )

23          THE HEARING OFFICER:  Let 's  go ahead and

24 go back on the record.   I  apprec ia te  everyone 's

25 pat ience and the i r  par t ic ipat ion today.   Having
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1 cons idered Pac i f iCorp 's  appl icat ion,  the comments

2 f i led in  the docket ,  and the test imony presented

3 today,  the Commiss ion f inds that  approval  o f  the

4 appl icat ion and the amended-- the amended and

5 restated agreement  f i led wi th  the Commiss ion on

6 December  8 th  as modi f ied by the d iscuss ions and

7 has been expla ined more prec ise ly by Mr .  C lements

8 is  jus t  and reasonable and in  the publ ic  in terest

9 inc ludes approval  and i t ' s  cons is tent  wi th  the

10 re levant  s ta tu tes,  ru les,  and Commiss ion orders ,

11 and,  therefore,  the Commiss ion approves the

12 appl icat ion in  Docket  No.  14-035-143 and the

13 amended and restated agreement  as modi f ied wi th

14 the d iscuss ions today ef fect ive wi th  an ef fect ive

15 date of  January 1 ,  2015.

16          Th is  bench order  wi l l  be conf i rmed-- th is

17 bench order  has been approved and conf i rmed by the

18 Commiss ion and a wr i t ten memor ia l izat ion of  th is

19 dec is ion wi l l  be f i led.   Before we adjourn today,

20 is  there any fur ther  mat ters  before the Commiss ion

21 or  housekeeping issues?  Okay.   W i th  that ,  we ' re

22 adjourned.   Thank you very much.

23 (Hear ing conc luded at  11:03 a.m.)

24

25
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