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·1· · April 18, 2018· · · · · · · · · · · · · · 10:00 am

·2
· · · · · · · · · · P R O C E E D I N G S
·3

·4· · · · · · ·MS. REIF:· We are on the record.· Welcome

·5· ·everyone.· I'm Melanie Reif.· I am the presiding

·6· ·officer and administrative law judge for the Utah

·7· ·Public Service Commission.

·8· · · · · · ·And this morning we are having a hearing

·9· ·in Docket 17-035-69.· This matter is entitled

10· ·"Investigation of Revenue Requirement Impacts of the

11· ·New Federal Tax Legislation titled:· An act to

12· ·provide for reconciliation pursuant to Titles II and

13· ·V of the concurrent resolution of the budget for

14· ·fiscal year 2018."

15· · · · · · ·Before we get to the substantive part of

16· ·the hearing, I want to handle a procedural issue

17· ·which deals with the petitions to intervene that are

18· ·pending before the Commission.

19· · · · · · ·And I would like to ask -- well, first of

20· ·all, we have three petitions.· We have a petition

21· ·from Utah Association of Energy Users, U.S.

22· ·Magnesium, and Utah Industrial Energy Consumers.

23· · · · · · ·Is there any objection to granting those

24· ·motions as presented to the Commission?

25· · · · · · ·Hearing none, the Commission grants each
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·1· ·of those motions for the reasons that they were

·2· ·submitted.

·3· · · · · · ·So we'll proceed with the substantive part

·4· ·of the hearing, and we'll start by taking

·5· ·appearances.

·6· · · · · · ·And Ms. Hogle, if you would please start.

·7· · · · · · ·MS. HOGLE:· Good morning.· Yvonne Hogle on

·8· ·behalf of Rocky Mountain Power.

·9· · · · · · ·With me at counsel table is Ms. Nikki

10· ·Kobliha, who is vice president and chief financial

11· ·officer and treasurer of PacifiCorp.

12· · · · · · ·And behind me are Steve McDougal.· He is

13· ·the director of revenue requirements for Rocky

14· ·Mountain Power.

15· · · · · · ·Joelle Steward, who is the vice president

16· ·of regulation for Rocky Mountain Power.

17· · · · · · ·And, I believe, Jana Saba, who is the

18· ·manager, Utah manager of regulatory affairs.

19· · · · · · ·We also have Mr. Jonathan Hale, who is the

20· ·senior tax director for PacifiCorp.

21· · · · · · ·And they are here to answer any questions

22· ·in the event that there are questions that

23· ·Ms. Kobliha cannot respond to.

24· · · · · · ·Thank you.

25· · · · · · ·MS. REIF:· Thank you, Ms. Hogle.
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·1· · · · · · ·For the record, could you kindly spell

·2· ·your witness's last name?

·3· · · · · · ·MS. HOGLE:· Yes.· It's K-o-b-l-i-h-a.

·4· · · · · · ·MS. REIF:· Thank you.

·5· · · · · · ·Mr. Jetter.

·6· · · · · · ·MR. JETTER:· Good morning.· I'm Justin

·7· ·Jetter with the Utah Attorney General's Office.· I'm

·8· ·here this morning representing the Utah Division of

·9· ·Public Utilities.

10· · · · · · ·With me at counsel table is Division of

11· ·Public Utilities analyst, Lane Mecham.

12· · · · · · ·MS. REIF:· Thank you.

13· · · · · · ·Mr. Moore.

14· · · · · · ·MR. MOORE:· Robert Moore of the Attorney

15· ·General's Office, representing the Office of

16· ·Consumer Services.

17· · · · · · ·With me at counsel table is Cheryl Murray,

18· ·a utility analyst at the Office of Consumer

19· ·Services.

20· · · · · · ·We have a consultant, Donna Ramos, on the

21· ·phone.

22· · · · · · ·MS. REIF:· Very good.

23· · · · · · ·And do you intend to call both Ms. Murray

24· ·and Ms. Ramos?

25· · · · · · ·MR. MOORE:· We plan to call Ms. Murray and
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·1· ·have Ms. Ramos available for questioning if somebody

·2· ·has a question on the report she provided to the

·3· ·Office and with the exhibit to Ms. Murray's

·4· ·comments.

·5· · · · · · ·MS. REIF:· Okay.· Very good.· Thank you so

·6· ·much.

·7· · · · · · ·Let me just clarify.· Do we have Ms. Ramos

·8· ·on the line?

·9· · · · · · ·MS. RAMOS:· Yes, I'm here.

10· · · · · · ·MS. REIF:· Okay.· Thank you.· Welcome.

11· · · · · · ·Mr. Dodge.

12· · · · · · ·MR. DODGE:· Good morning, Your Honor.

13· ·Gary Dodge on behalf of -- appearing this morning on

14· ·behalf of the Utah Association of Energy Users as

15· ·well as on behalf of U.S. Magnesium, LLC.

16· · · · · · ·We have Mr. Kevin Higgins available as a

17· ·witness for UAE.· He is available to answer

18· ·questions and offer testimony as appropriate at the

19· ·time.

20· · · · · · ·And Mr. Roger Swanson is here on behalf of

21· ·U.S. Magnesium.

22· · · · · · ·MS. REIF:· Very good.· Thank you very

23· ·much.

24· · · · · · ·Good morning.

25· · · · · · ·MS. BALDWIN:· Good morning, Your Honor.
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·1· · · · · · ·Vicki Baldwin for the Utah Industrial

·2· ·Energy Consumers, UIEC.

·3· · · · · · ·And with me today I have Maurice Brubaker

·4· ·on the phone.· And I just wanted to note that he has

·5· ·indicated that it's hard to hear the people on here

·6· ·if we don't speak into the microphone.· I think he

·7· ·can't hear a lot of the others.

·8· · · · · · ·MS. REIF:· Okay.· Very good.

·9· · · · · · ·Mr. Brubaker, are you on the line with us?

10· · · · · · ·MR. BRUBAKER:· Yes, I am.

11· · · · · · ·MS. REIF:· Okay.· Thank you for joining us

12· ·today.

13· · · · · · ·And just -- excuse me?

14· · · · · · ·MR. COOK:· My name is Jeremy Cook.· Jeremy

15· ·Cook and Pete Mattheis.

16· · · · · · ·MS. REIF:· You'll want to make sure your

17· ·microphone is on and right up to your face.

18· · · · · · ·MR. COOK:· Jeremy Cook and Pete Mattheis.

19· ·We're here on behalf of Nucor Corporation.

20· · · · · · ·We don't plan to provide any additional

21· ·comments except for the comments we submitted.

22· · · · · · ·MS. REIF:· Okay.· You will be staying for

23· ·the hearing?· Because I do have questions for you.

24· · · · · · ·MR. COOK:· Correct.

25· · · · · · ·MS. REIF:· Very good.· All right.· Thank
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·1· ·you, sir.

·2· · · · · · ·Just a quick little note as to what

·3· ·Ms. Baldwin mentioned about the difficulty of being

·4· ·able to hear.· It's really important that you speak

·5· ·into your microphone and that your microphone is on

·6· ·when you do so.· And that will make it easier for

·7· ·everyone to hear on the telephone or the streaming.

·8· ·And, most importantly, for our court reporter to get

·9· ·a clear and correct transcription of our hearing

10· ·today.

11· · · · · · ·So with that being said, Ms. Hogle, you

12· ·have the floor.

13· · · · · · ·MS. HOGLE:· Rocky Mountain Power calls

14· ·Ms. Nikki Kobliha.

15· · · · · · ·MS. REIF:· Ms. Kobliha, could you please

16· ·take the stand.

17· · · · · · ·And I'll swear you in.

18· · · · · · ·Do you swear to tell the truth?

19· · · · · · ·MS. KOBLIHA:· Yes.

20· · · · · · ·MS. REIF:· Thank you very much.

21· · · · · · · · · · DIRECT EXAMINATION

22· ·BY MS. HOGLE:

23· · · ·Q.· · Good morning, Ms. Kobliha.

24· · · · · · ·Can you please state and spell your name

25· ·for the record and provide your address as well.
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·1· · · ·A.· · Yes.· Nikki Kobliha.

·2· · · · · · ·N-i-k-k-i, K-o-b-l-i-h-a.

·3· · · · · · ·My address is 825 NE Multnomah, Suite

·4· ·1900, Portland, Oregon 97232.

·5· · · ·Q.· · And what is your position at PacifiCorp?

·6· · · ·A.· · I am the VP and chief financial officer

·7· ·and treasurer of PacifiCorp.

·8· · · ·Q.· · And can you provide some background of

·9· ·your work experience?

10· · · ·A.· · Yes.· I've been with PacifiCorp for almost

11· ·21 years in various roles of increasing

12· ·responsibility in the finance organization.· I was

13· ·appointed as chief financial officer and treasurer

14· ·in August of 2015, where I am responsible for

15· ·internal and external reporting, treasury, tax,

16· ·internal audit, and financial planning and analysis.

17· · · ·Q.· · And are you familiar with the application

18· ·the Company filed on January 12, 2018?

19· · · ·A.· · Yes, I am.

20· · · ·Q.· · Are you also familiar with the comments

21· ·that were filed by the Company on February 7th,

22· ·2018; March 16th, 2018; and April 16th, 2018?

23· · · ·A.· · Yes, I am.

24· · · ·Q.· · And were they prepared at your direction

25· ·or with your assistance?
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·1· · · ·A.· · Yes.· I was involved in all those filings.

·2· · · ·Q.· · Are you prepared to adopt those comments

·3· ·as your own?

·4· · · ·A.· · Yes, I am.

·5· · · ·Q.· · Okay.

·6· · · · · · ·MS. HOGLE:· Your Honor, at this time, I'd

·7· ·like to enter the comments of Rocky Mountain Power

·8· ·filed February 7th, 2018; Rocky Mountain Power's

·9· ·tariff application, exhibits, and workpapers filed

10· ·March 16th, 2018; and the comments and confidential

11· ·exhibit and attachment filed along with Rocky

12· ·Mountain Power's reply comment on April 16th, 2018,

13· ·as exhibits into the record.

14· · · · · · ·MS. REIF:· Any objection?

15· · · · · · ·Seeing none, they are admitted.

16· · · · · · ·MS. HOGLE:· Thank you.

17· · · ·Q.· · (BY MS. HOGLE)· Ms. Kobliha, do you have a

18· ·summary that you would like to provide today?

19· · · ·A.· · Yes, I do.

20· · · ·Q.· · Please proceed.

21· · · ·A.· · Thank you.

22· · · · · · ·So in December of 2017, Congress passed

23· ·and the President signed HR1, more commonly referred

24· ·to as the "Tax Act."· The passage of the Tax Act

25· ·resulted in several changes that impact the Company
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·1· ·as detailed in our comments filed February 7th.

·2· · · · · · ·As a reminder, the items most impacting

·3· ·the Company include a reduction in the federal

·4· ·income tax rate from 35 percent to 21 percent.· The

·5· ·requirement to normalize the excess deferred income

·6· ·taxes associated with public utility property using

·7· ·an average rate assumption methodology, or more

·8· ·commonly referred to as "ARAM," the elimination of

·9· ·business depreciation for public utility companies

10· ·and the repeal of the domestic production activities

11· ·deduction.

12· · · · · · ·The result of the changes outlined in the

13· ·Tax Act is a net reduction in taxes that the Company

14· ·is going to need to remit to the Internal Revenue

15· ·Service starting in 2018.· The amount of the benefit

16· ·is still being calculated, but the estimate that we

17· ·submitted was $76.2 million on a Utah jurisdictional

18· ·basis, without the amortization of the excess

19· ·deferred income taxes.

20· · · · · · ·The estimate of the amortization of the

21· ·excess deferred income taxes is fairly complex

22· ·because of the number of assets the Company owns and

23· ·depreciates; therefore, we ask for a little bit more

24· ·time to complete that calculation.

25· · · · · · ·If you actually look at PacifiCorp's Form
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·1· ·10K that we filed in December of -- that we filed in

·2· ·'18 related to 2017 -- excuse me -- you'll see that

·3· ·the Company reported a federal excess deferred

·4· ·income tax liability of $2.358 billion.· And the

·5· ·majority of that needs to be amortized using this

·6· ·ARAM method that I referred to.

·7· · · · · · ·As outlined in the Company's February 7th,

·8· ·2018, filing and then further discussed in our March

·9· ·16th filing, the Company at the time recommended

10· ·refunding to customers $20 million or 25 percent of

11· ·the estimated $76.2 million of benefits, effective

12· ·May 1st.

13· · · · · · ·In the comments filed April 16th, the

14· ·Company revised its position, and now proposes to

15· ·refund $61 million or 80 percent of the estimated

16· ·benefit, consistent with the amounts proposed by the

17· ·Utah Association of Energy Users.

18· · · ·Q.· · Why is the Company not recommending to

19· ·refund 100 percent of the benefits to customers

20· ·immediately?

21· · · ·A.· · So the Company intends to pass back all

22· ·the benefits to customers.· In both the February 7th

23· ·and the March 16th filing, we noted two reasons why

24· ·we didn't propose refunding 100 percent of the

25· ·benefits immediately.
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·1· · · · · · ·The first reason was rooted in the goal of

·2· ·rate stabilization for customers, to actually use

·3· ·these costs or use the benefits to offset no cost

·4· ·increases.· A couple of the items that we

·5· ·specifically noted were the Deer Creek closure costs

·6· ·and a projected increase in depreciation rates.

·7· ·Applying the tax benefits against those cost

·8· ·pressures should result in some rate stabilization.

·9· · · · · · ·The second and most important reason for

10· ·deferring the refund to customers to a later date

11· ·was driven by the impacts of an immediate refund on

12· ·PacifiCorp's credit metrics.· So the -- refunding

13· ·amounts too quickly would weaken our strong credit

14· ·metrics and potentially result in a ratings

15· ·downgrade which, over the long term, means an

16· ·increase in debt cost that would be passed on to

17· ·customers.

18· · · · · · ·So in addition to -- we actually provided

19· ·some information from the three rating agencies

20· ·where they issued releases earlier in the year

21· ·indicating how the tax reform would probably have a

22· ·negative impact on utility companies' metrics.

23· · · · · · ·And then we also provided a link to a

24· ·presentation prepared by the Brattle Group, which

25· ·explains how refunding the benefits will weaken the
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·1· ·Company's credit metrics.· The theory of the

·2· ·weakened metrics will reach a reality purpose at

·3· ·PacifiCorp, but to the extent of how much that is

·4· ·will depend on the refund that we provide to

·5· ·customers.

·6· · · ·Q.· · So now that the estimates of the tax

·7· ·reform benefits are better understood, have you been

·8· ·able to estimate the impact of a 100 percent refund

·9· ·on the Company's credit metrics?

10· · · ·A.· · Yes, I have.

11· · · · · · ·While the numbers are still changing,

12· ·we've actually been using our business plan model,

13· ·which is referred to as the UI plan or model, to try

14· ·to get a better understanding of various scenarios

15· ·that could impact the Company and our credit rating

16· ·metrics.

17· · · · · · ·So in our UI plan model, we actually take

18· ·all of the inputs from our business plan.· That's

19· ·going to be all our forecasted revenue, our cost,

20· ·cash flows, debt maturities -- anything on the

21· ·balance sheet -- and try to get a holistic picture

22· ·of what's going to happen to the Company.

23· · · · · · ·So Confidential Exhibit 1 that we attached

24· ·to the April 16th filing details those various

25· ·scenarios that we've analyzed that I'd like to

http://www.litigationservices.com


Page 20
·1· ·actually discuss today in order to try to explain

·2· ·how it works and what it might mean to the Company.

·3· · · ·Q.· · And before you proceed --

·4· · · · · · ·MS. HOGLE:· I have to tell you at this

·5· ·time, Your Honor, that we are entering into a

·6· ·discussion of the confidential information.

·7· · · · · · ·MS. REIF:· Okay.· And based on that, I

·8· ·assume you're making a motion to go into a

·9· ·confidential session?

10· · · · · · ·MS. HOGLE:· I am making a motion.

11· · · · · · ·Thank you.

12· · · · · · ·MS. REIF:· Thank you.

13· · · · · · ·We'll grant your motion, Ms. Hogle.

14· · · · · · ·And to that extent, Sherrie, could you

15· ·ensure that this streaming is ended.· Thank you.

16· · · · · · · ·(BOUND UNDER SEPARATE COVER)
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·7· · · · · · · · (END CONFIDENTIAL SESSION)

·8· · · · · · ·MS. REIF:· And, Ms. Hogle, you could

·9· ·proceed with the last bit of your questioning.

10· · · · · · ·MS. HOGLE:· Thank you.

11· · · ·Q.· · (BY MS. HOGLE)· Ms. Kobliha, based on

12· ·these scenarios that you just described, what are

13· ·you recommending today?

14· · · ·A.· · In an effort to keep the Company

15· ·financially healthy, I would recommend an interim

16· ·rate reduction at no more than $61 million, which

17· ·was the filed estimate with the rates included in

18· ·the attached Exhibit 2 of the Company's filing made

19· ·April 16th, 2018.

20· · · · · · ·And the amounts above the excess -- or,

21· ·excuse me -- the amounts above the $61 million

22· ·refund would be deferred and will accrue interest

23· ·consistent with the March 16th, 2018, filing.

24· · · · · · ·And the Company's June 15th, 2018, filing

25· ·will include the final tax calculation of the Utah
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·1· ·tax benefits.

·2· · · ·Q.· · Thank you, Ms. Kobliha.

·3· · · · · · ·MS. HOGLE:· At this time, Ms. Kobliha is

·4· ·available for questions.

·5· · · · · · ·MS. REIF:· Thank you.

·6· · · · · · ·Mr. Jetter, questions for the witness?

·7· · · · · · ·MR. JETTER:· No questions, Your Honor.

·8· · · · · · ·Thank you.

·9· · · · · · ·MS. REIF:· Okay.

10· · · · · · ·Mr. Moore?

11· · · · · · ·MR. MOORE:· Just a couple of questions.

12· · · · · · · · · · CROSS-EXAMINATION

13· ·BY MR. MOORE:

14· · · ·Q.· · Regarding the issue of cost pressures, on

15· ·page 6 of RMP's April 16th reply comments --

16· · · · · · ·MS. REIF:· One moment, Mr. Moore.

17· · · · · · ·Could you make sure your microphone is on

18· ·and pulled a little more closely to your face.

19· · · · · · ·MR. MOORE:· How's this?

20· · · · · · ·MS. REIF:· Is that better?· Okay.· I'm

21· ·just not hearing you guys as profoundly as I am

22· ·maybe others; so --

23· · · · · · ·MR. MOORE:· I'll see if I can speak

24· ·louder.

25· · · · · · ·MS. REIF:· Okay.· Thank you.
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·1· · · ·Q.· · (BY MR. MOORE)· Regarding the issue of

·2· ·cost pressure, which is referred to on page 6 of

·3· ·Rocky Mountain Power's April 16th reply comments,

·4· ·Rocky Mountain Power stated that "The Division

·5· ·dismissed the Company's concerns, claiming that cost

·6· ·pressures are not a reason to return less than the

·7· ·full amount to customers' costs because the cost

·8· ·pressures are unknown."

·9· · · · · · ·However, later on you stated "There are

10· ·items that are known at this time that could

11· ·mitigate the tax deferral before the next general

12· ·rate case."

13· · · · · · ·You gave one example -- Rocky Mountain

14· ·Power gave one example of its expiring tax credits.

15· · · · · · ·Is this your understanding?

16· · · ·A.· · My understanding is we actually gave more

17· ·than one example.

18· · · ·Q.· · Yes.· The one example.

19· · · ·A.· · Yes.

20· · · ·Q.· · At this point in time, it's not known if a

21· ·portion of the wind fleet is to be re-powered.· And

22· ·if that partial wind fleet is to be re-powered, how

23· ·many and which projects in the wind fleet may be

24· ·re-powered?· Because we won't know this until the

25· ·resolution of Docket 17-035-39, the wind re-powering
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·1· ·docket, and the parallel dockets in the other states

·2· ·in PacifiCorp's territory.· Is this correct?

·3· · · ·A.· · The PTCs as they currently exist will

·4· ·expire to the extent that we qualify for additional

·5· ·PTCs for every re-powering that we finalize until

·6· ·that proceeding has been concluded.· Correct.

·7· · · ·Q.· · Therefore, we don't know the extent to

·8· ·which the expiring PTCs will cause upward pressure

·9· ·at this time.· Isn't that correct?

10· · · ·A.· · So we know the extent that the pressure

11· ·will be for the PTCs that will expire.· But, then,

12· ·yes.· There's a subsequent document that will pick

13· ·up the PTCs under the re-powering, all of which is

14· ·utilized to offset the cost of the new capital that

15· ·we are investing in, in order to re-power those

16· ·facilities.

17· · · ·Q.· · It's also not known at this time whether

18· ·the change in other components in PacifiCorp's

19· ·revenue have the effect of offsetting the increase

20· ·in PacifiCorp's upward pressure caused by the

21· ·expiring PTCs or other known cost pressures.

22· · · · · · ·Is that correct?

23· · · ·A.· · In terms of other items that are happening

24· ·to the business?· Is that the question?

25· · · ·Q.· · That's correct.
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·1· · · ·A.· · Correct.

·2· · · · · · ·So the items that I actually discussed in

·3· ·the confidential exhibit were excerpts from our

·4· ·business plan.· And in that, we would have factored

·5· ·in all costs, and to the extent that we were hitting

·6· ·metrics before tax reform, that, to me, indicates

·7· ·that we've sort of offset those components with

·8· ·various issues happening at the Company prior to tax

·9· ·reform.· It's sort of a holistic view of the

10· ·Company, if that makes sense.

11· · · ·Q.· · Yes.

12· · · · · · ·Do you know for sure what those components

13· ·are and how would they be provided for, say, in a

14· ·general rate case?

15· · · ·A.· · Going down to a rate case level in a

16· ·particular state, I have not done that particular

17· ·review.· It's more of a holistic view of what's

18· ·happening at the Company.

19· · · ·Q.· · PacifiCorp was aware of the expiring PTCs

20· ·on October 23rd when it publicly announced it would

21· ·not increase the rate base before 2021.

22· · · · · · ·Isn't that correct?

23· · · ·A.· · In that we would not go in for a new rate

24· ·case until 2021?

25· · · ·Q.· · That's correct.
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·1· · · ·A.· · Yes.· We have known about those pieces.

·2· · · ·Q.· · You also stated that there will be a cost

·3· ·pressure caused by the new depreciation study set to

·4· ·be filed September, 2018.

·5· · · · · · ·Is that correct?

·6· · · ·A.· · Yes.· That's correct.

·7· · · ·Q.· · And, again, you do not know on a specific

·8· ·rate case level whether other components of the

·9· ·revenue requirement will offset those costs?

10· · · ·A.· · So the depreciation pressure specific for

11· ·Utah does relate to the theoretical reserve

12· ·give-back that has been approved in Utah.· I believe

13· ·it's to the tune of the $20 million adjustment; so

14· ·that is a known cost pressure that our next

15· ·depreciation study would no longer have in it,

16· ·because that theoretical reserve should be

17· ·eliminated.· So that absolutely is going to be a

18· ·pressure to the extent that other things are

19· ·offsetting it holistically, even though I can't

20· ·really opine on that right now.· We have to wait

21· ·until we get to that point in time.

22· · · · · · ·But I will also offer that the Company has

23· ·been investing in its coal fleet for the last five

24· ·years in between the depreciation study in order to

25· ·continue our position of having safe, reliable
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·1· ·electricity.· And when we have the investment in

·2· ·that coal fleet, those terminal assets cause upward

·3· ·pressure on the depreciation rates because you can't

·4· ·push that depreciation out over the original 35, 40,

·5· ·50 years at those facilities.

·6· · · · · · ·So that in itself will cause rate

·7· ·pressure.

·8· · · ·Q.· · And this rate pressure could possibly be

·9· ·offset by other components in the revenue

10· ·requirement?

11· · · ·A.· · So, in my view of what I've seen in our

12· ·business plan, that rate pressure is very

13· ·significant.· And we don't have the means to cut our

14· ·O&M to counterbalance that significant increase in

15· ·that depreciation rate.

16· · · ·Q.· · And, again, you were aware of the pending

17· ·depreciation study and the termination of the $20

18· ·million in excess give-back on October 23rd, 2017,

19· ·when you publicly announced there would be no rate

20· ·case before 2020 and rates would not increase before

21· ·2021?

22· · · · · · ·MS. HOGLE:· Objection.· Asked and

23· ·answered.

24· · · · · · ·MR. MOORE:· Well, I asked and answered

25· ·about the PTCs.· That's a question I haven't asked
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·1· ·her about the depreciation.

·2· · · · · · ·MS. REIF:· Do you withdraw your objection?

·3· · · · · · ·MS. HOGLE:· I do.

·4· · · · · · ·MS. REIF:· Go ahead, please, Mr. Moore.

·5· · · ·Q.· · (BY MR. MOORE)· Again, were you aware of

·6· ·the pending depreciation study and the impact on the

·7· ·cost pressures on October 23rd, 2017, when you

·8· ·publicly announced that you will not increase your

·9· ·rate bases before 2021?

10· · · ·A.· · The assumption of when the depreciation

11· ·study comes into effect, I think, is an important

12· ·issue; so we would have to get through that

13· ·proceeding.· Right now, we would assume that the

14· ·rates would go in effect 1/1/2020, which would be in

15· ·that time period where we wouldn't go in for a case.

16· ·However, we would also be requesting deferral of

17· ·that year and not have anything go into effect until

18· ·1/1/2021, which would be a period in which we would

19· ·be allowed to file a rate case.

20· · · ·Q.· · Regarding the reductions associated with

21· ·the tax reform impact in PacifiCorp's credit

22· ·profile, the Company hasn't been notified by any

23· ·credit rating agency that the credit rating will be

24· ·downgraded if it reduces the current rates to be

25· ·flat impact of federal tax reform on the revenue
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·1· ·requirement?

·2· · · ·A.· · We have not currently been put on credit

·3· ·watch by any of the credit rating agencies,

·4· ·partially because we have not gone through and

·5· ·determined what we will be refunding to customers

·6· ·and when.

·7· · · ·Q.· · Are you aware that Moody's has downgraded

·8· ·the credit outlook for 25 U.S. regulated utilities

·9· ·to the impact of federal tax reform?

10· · · ·A.· · Yes, I am.

11· · · · · · ·MR. MOORE:· May I approach and hand an

12· ·exhibit?

13· · · · · · ·MS. REIF:· Yes.

14· · · ·Q.· · (BY MR. MOORE)· I want to ask you:· Do you

15· ·recognize this document?

16· · · ·A.· · Yes.

17· · · ·Q.· · You've seen it before?

18· · · ·A.· · Yes, I have.

19· · · ·Q.· · Directing your attention to Paragraph 2,

20· ·which provides "Today's action primarily applies to

21· ·companies that had already limited the cushion in

22· ·their rating for deterioration in financial

23· ·performance."· They will be "incrementally impacted

24· ·by changes in the tax law where we now expect key

25· ·metrics to be lower for longer."
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·1· · · · · · ·Prior to the tax change, did PacifiCorp

·2· ·have a limited cushion in the rating for the

·3· ·deterioration of financial performance?

·4· · · ·A.· · So if you look back on the confidential

·5· ·exhibit that we presented --

·6· · · · · · ·MR. MOORE:· Should we go streaming again

·7· ·if she's going to speak about the confidential

·8· ·information?

·9· · · · · · ·MS. KOBLIHA:· Are they talking about the

10· ·actuals?· So, to me, that's not a forecast of

11· ·components.

12· · · · · · ·So in there, we list our actual 2016

13· ·Moody's FFO/Debt ratio, which was 23.2 percent.· And

14· ·then our 2017, which is 21.1 percent.

15· · · · · · ·So with Moody's providing this guidance

16· ·that we have to be in excess of 20 percent, we are

17· ·meeting those metrics in those two historical time

18· ·periods.

19· · · ·Q.· · (BY MR. MOORE)· Can I direct your

20· ·attention to Paragraph 6, which provides "The vast

21· ·majority of U.S. regulated utilities, however,

22· ·continue to maintain stable rating outlooks.· We do

23· ·not expect the cash flow reductions associated with

24· ·tax reform to materially impact their credit

25· ·profiles, because sufficient cushion exists within
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·1· ·projected financial metrics for their current

·2· ·ratings."

·3· · · · · · ·Prior to the tax change, did PacifiCorp

·4· ·maintain a stable outlook?

·5· · · ·A.· · Yes, we did.

·6· · · ·Q.· · And, of course, PacifiCorp is not one of

·7· ·the 25 utilities that had their credit rating

·8· ·downgraded?

·9· · · ·A.· · Correct.

10· · · · · · ·MR. MOORE:· I think I'm going to ask some

11· ·questions about Exhibit 1.· You may want to go into

12· ·confidential session again.

13· · · · · · ·MS. REIF:· Can you be more specific,

14· ·Mr. Moore?· Are you planning to address confidential

15· ·information or information that's already been

16· ·discussed in open session?

17· · · · · · ·MR. MOORE:· No.· I'm going to be

18· ·discussing information that's been discussed in

19· ·closed session.

20· · · · · · ·MS. REIF:· So are you making a motion to

21· ·go into confidential --

22· · · · · · ·MR. MOORE:· Yes, I am.

23· · · · · · ·MS. REIF:· -- closed session?· Okay.

24· · · · · · ·All right.· Then for the reason mentioned,

25· ·we will be back in closed session.
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·1· · · · · · ·Sherrie, would you please cease streaming?
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16· · · · · · · ·(END CONFIDENTIAL SESSION)

17· · · · · · ·MS. REIF:· And we have just completed with

18· ·questions by Mr. Moore of the witness.

19· · · · · · ·And we'll move on to Mr. Dodge.

20· · · · · · ·MR. DODGE:· Thank you, Your Honor.

21· · · · · · · · · · CROSS-EXAMINATION

22· ·BY MR. DODGE:

23· · · ·Q.· · Good morning, Ms. Kobliha.

24· · · · · · ·I want to confirm one thing.

25· · · · · · ·Your understanding that the Company today
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·1· ·is asking this Commission to approve the amount of

·2· ·dollars to be returned and the spread of those

·3· ·dollars, but not -- am I correct in assuming you're

·4· ·not asking them today to confirm the treatment of

·5· ·the excess deferred income tax?

·6· · · ·A.· · Correct.· So we're asking for the 62.09 to

·7· ·be the interim rate reduction and that the ARAM, the

·8· ·excess deferred income taxes, be deferred and

·9· ·handled in the next general rate case or sooner, to

10· ·the extent that there's some other issue that we

11· ·would come in and request utilization of that

12· ·amortization to offset.

13· · · ·Q.· · Maybe that's where my confusion is.

14· · · · · · ·Are you asking the Commission today to

15· ·rule that the non-protected excess deferred income

16· ·tax numbers will be deferred until at least the next

17· ·rate case?· Or are you saying that issue will be

18· ·addressed following your June 15th filing?

19· · · ·A.· · So we're asking to defer all the

20· ·difference, anything in excess of $61 million to no

21· ·later than the next general rate case.

22· · · ·Q.· · To "no later than."· But will that be an

23· ·issue, in your mind, that could be addressed after

24· ·your June 15th filing?

25· · · ·A.· · No.· I think our position on June 15th
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·1· ·would still be the same.· We'll just have a better

·2· ·estimate of what all the numbers look like.· But we

·3· ·would still be recommending the $61 million refund

·4· ·and deferral of everything else.

·5· · · ·Q.· · And I do recognize your position.· I guess

·6· ·I'm trying to get at whether you think the

·7· ·Commission today has to make the decision on the

·8· ·deferral of the non-protected excess deferred income

·9· ·taxes or whether that can be made after the filing

10· ·on June 15th?

11· · · ·A.· · I guess my whole point is that we intend

12· ·to give all the funds back; so to the extent there's

13· ·anything in excess of the $61 million, we will be

14· ·deferring it, at least until there is some other

15· ·decision from the Commission and to the extent that

16· ·they offer some other decision at some point in

17· ·time.· I guess I'm not sure how that would -- I'm

18· ·not asking for that.· I'm just asking for the $61

19· ·million refund to go to customers.

20· · · ·Q.· · Today?

21· · · ·A.· · Correct.

22· · · ·Q.· · Thank you.

23· · · · · · ·MR. DODGE:· I have no further questions.

24· · · · · · ·MS. REIF:· Thank you.

25· · · · · · ·Ms. Baldwin?
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·1· · · · · · ·MS. BALDWIN:· No questions.

·2· · · · · · ·MR. MOORE:· I have -- I know this is

·3· ·unusual.· And if there's an objection, I'll withdraw

·4· ·this.· But I missed a question that's kind of

·5· ·important.· I wonder if I could ask that now.

·6· · · · · · ·MS. REIF:· Ms. Hogle, any objection?

·7· · · · · · ·MS. HOGLE:· No objection.

·8· · · · · · ·MS. REIF:· Thank you.

·9· · · · · · ·Mr. Moore, please go ahead.

10· · · · · · · · · ·RECROSS-EXAMINATION

11· ·BY MR. MOORE:

12· · · ·Q.· · In your business models in exhibit -- in

13· ·the confidential exhibit, does that include the new

14· ·wind and transmission and the re-powering?

15· · · ·A.· · Yes, it did.

16· · · ·Q.· · Thank you.

17· · · · · · ·MS. REIF:· Anything further, Mr. Moore?

18· · · ·Q.· · (BY MR. MOORE)· Other than you're aware

19· ·that they haven't been approved yet -- those

20· ·projects?

21· · · ·A.· · I am aware of that, yes.

22· · · ·Q.· · Thank you.

23· · · · · · ·MR.· MOORE:· I have nothing more.

24· · · · · · ·Thank you, Ms. Hogle, for allowing me to

25· ·ask that question.
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·1· · · · · · ·MS. REIF:· Thank you, Mr. Moore.

·2· · · · · · ·Ms. Kobliha, thank you for being here

·3· ·today to answer our questions.

·4· · · · · · ·And I have a few for you.

·5· · · · · · · · · · · ·EXAMINATION

·6· ·BY MS. REIF:

·7· · · ·Q.· · And in the event that some of this may be

·8· ·repetitive to what clarification you've already

·9· ·provided, I apologize.

10· · · · · · ·But I just want to make sure that -- to

11· ·the extent that I understand the issues -- and I

12· ·want to make sure that the Commission is getting

13· ·exactly what we need in order to enter an order in

14· ·this particular docket; so please bear with me.

15· · · · · · ·I want to ask you a question about -- I

16· ·want to draw your attention to the Company's reply

17· ·comments that were filed on April 16th.

18· · · · · · ·And in a couple of different places in

19· ·those reply comments, the Company makes reference to

20· ·the $61 million credit.· For example, on pages 1 and

21· ·2; and, again, on page 5 of the filing.

22· · · · · · ·And in reference to those, it mentions

23· ·that the $61 million -- PacifiCorp states that it's

24· ·adopting UAE's proposal to implement $61 million

25· ·rate credit as the initial refund.· UAE's request
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·1· ·goes a bit beyond what is referenced in the filing.

·2· ·I just wanted to ask you, first of all, are you

·3· ·aware of what UAE is requesting, inasmuch as they're

·4· ·asking for implementing a rate reduction effective

·5· ·on or before May 1st, 2018, through Rocky Mountain

·6· ·Power's proposed tariff schedule 197 designed to

·7· ·return at least $61 million to Utah customers during

·8· ·calendar year 2018, which should amount -- which

·9· ·amount should later be adjusted to reflect 100

10· ·percent of the revenue requirement reduction

11· ·associated with the lower fit (sic) rate and repeal

12· ·of the DPAD applied to the ROO for the period ending

13· ·December 31st, 2018.

14· · · · · · ·That was a lot.

15· · · ·A.· · I got all those acronyms.· I'm good.

16· · · ·Q.· · Great.

17· · · ·A.· · Yeah.· I am aware of what they filed.· And

18· ·perhaps the clarity is the component that we are

19· ·adopting is the specific interim rate reduction of

20· ·the $61 million.· We are not yet recommending that,

21· ·let's say, by that June 15th filing, we would go to

22· ·100 percent.· The position would be, from our

23· ·perspective, if we could hold off and get the

24· ·additional time to see what happens to, you know,

25· ·conversations with rating agencies, other aspects of
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·1· ·the business that could result in improvement to the

·2· ·metrics that we are unaware at this point.

·3· · · · · · ·So right now, it would just be the

·4· ·component of the $61 million rate credit.

·5· · · ·Q.· · Okay.· So just to reiterate, you are not

·6· ·adopting UAE's proposal in its entirety?

·7· · · ·A.· · Correct.

·8· · · ·Q.· · And without getting into any confidential

·9· ·information, but recognizing what's been said in

10· ·open session about the concern about the Moody's

11· ·rating and how that might impact the change -- as a

12· ·result of the tax change, did you take that into

13· ·consideration when you prepared your Rocky Mountain

14· ·Power Exhibit No. 1, the confidential exhibit that

15· ·we referenced earlier?

16· · · ·A.· · I'm sorry.· Did I take into consideration?

17· · · ·Q.· · Did you take into consideration the

18· ·information that is supplied in the Office's

19· ·exhibit?

20· · · ·A.· · I am sorry.· I'm not quite sure I know the

21· ·Office's exhibit off the top of my head.

22· · · ·Q.· · Were you not supplied a copy of the

23· ·exhibit?

24· · · ·A.· · Oh, sorry.

25· · · · · · ·So did I take into consideration that the
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·1· ·Company has currently not been put on negative

·2· ·watch?· I'm not quite sure what I would have taken

·3· ·into consideration from the Moody's release here.

·4· · · · · · ·And maybe I can expand a little bit more

·5· ·about what Moody's says to us?

·6· · · ·Q.· · Is there anything about the information in

·7· ·the Office's exhibit that would have impacted your

·8· ·presentation in Exhibit 1?

·9· · · ·A.· · No.

10· · · ·Q.· · Okay.

11· · · ·A.· · We have specific guidance from Moody's

12· ·that, when we were performing all the calculations,

13· ·that's what we were factoring in.· And actually the

14· ·calculations are just math.· There wasn't anything

15· ·in particular that we had to take into consideration

16· ·or to come up with these ratios.

17· · · ·Q.· · Okay.· Thank you.

18· · · · · · ·Could you please reiterate over what time

19· ·period PacifiCorp proposes to refund the $61

20· ·million?

21· · · ·A.· · So effective May 1st, 2018, we would have

22· ·a reduction to rates of that $61 million level.· And

23· ·it would go on.· That's the annual rate reduction

24· ·that customers would see from the offset as being

25· ·the benefit the Company would realize for the
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·1· ·components of not having to pay the IRS.

·2· · · ·Q.· · So you're looking to fully refund that

·3· ·amount by the end of 2018?· Is that correct?

·4· · · ·A.· · So the $61 million annual number -- so we

·5· ·would start the reduction May 1st.· So by the next

·6· ·12 months, it would be a full $61 million.· And that

·7· ·would just continue, really, until you go into the

·8· ·general rate case.· At that point, all components of

·9· ·taxes will be factored into all of our calculations

10· ·and would just naturally flow back to customers when

11· ·you reset rates.

12· · · · · · ·So as an interim step, we're suggesting

13· ·giving that $61 million annual until that point in

14· ·time.

15· · · ·Q.· · Okay.· Thank you.

16· · · · · · ·I'd like to ask you a question about your

17· ·March 16th filing.· Do you have that available?

18· · · ·A.· · I do.

19· · · ·Q.· · On page 13 of that filing, in paragraph

20· ·2(b), there's a reference to the carrying charges.

21· · · · · · ·And my question is:· So you make reference

22· ·to the carrying charges being equal to the most

23· ·recently approved customer deposit rate.

24· · · · · · ·And will you be anticipating that based on

25· ·your amended position that was filed just more
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·1· ·recently on April 16th?

·2· · · ·A.· · No.· We would like to continue with the

·3· ·customer deposit rate as the interest rate that

·4· ·would be applied to the deferred balances.

·5· · · ·Q.· · Okay.· And is it your intent to update the

·6· ·carrying charge annually consistent with this annual

·7· ·approval of the update for customer deposit rate?

·8· · · ·A.· · Yes.· Sorry.

·9· · · · · · ·They're close to that one.

10· · · ·Q.· · Do we need to call somebody else to answer

11· ·that question?

12· · · ·A.· · I can answer it based on that, unless you

13· ·can have them up here, if you'd like.

14· · · ·Q.· · Okay.· My next question is about Schedules

15· ·21 and 31 that are not included in the cost of

16· ·service study.

17· · · · · · ·MS. HOGLE:· Your Honor?

18· · · · · · ·MS. REIF:· Yes.

19· · · · · · ·MS. HOGLE:· I believe you're going into

20· ·material that perhaps would be better addressed by

21· ·Ms. Joelle Steward at this time.

22· · · · · · ·MS. REIF:· Oh.· Okay.

23· · · · · · ·MS. KOBLIHA:· Yeah.· Those schedules would

24· ·be a lot better suited --

25· · · · · · ·MS. REIF:· Okay.
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·1· · · · · · ·MS. HOGLE:· So the Company calls

·2· ·Ms. Joelle Steward.

·3· · · · · · ·MS. REIF:· Okay.· Very good.· Thank you.

·4· · · · · · ·You may be excused.

·5· · · · · · ·MS. HOGLE:· Except that I have one

·6· ·redirect question.

·7· · · · · · ·MS. REIF:· Okay.

·8· · · · · · ·MS. HOGLE:· And I can either do that right

·9· ·now or after your question.

10· · · · · · ·And she can -- Joelle Steward can sit by

11· ·me, if that would be --

12· · · · · · ·MS. REIF:· I have other questions.· And I

13· ·assume that Ms. Steward would be the appropriate

14· ·person to answer them.· And I apologize for asking

15· ·the wrong witness.

16· · · · · · ·I wasn't aware that you were calling

17· ·Ms. Steward, but that's very helpful.

18· · · · · · ·MS. HOGLE:· Sure.

19· · · · · · ·Now, I think at the beginning, I indicated

20· ·that we brought other executives from our company to

21· ·answer any questions that Ms. Kobliha may not be

22· ·able to respond to.

23· · · · · · ·MS. REIF:· My apologies.

24· · · · · · ·MS. HOGLE:· The Company calls Joelle

25· ·Steward.
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·1· · · · · · ·MS. REIF:· You wanted to ask something on

·2· ·redirect, I think.

·3· · · · · · ·MS. HOGLE:· Oh, yes, just one question.

·4· · · · · · · · · ·REDIRECT EXAMINATION

·5· ·BY MS. HOGLE:

·6· · · ·Q.· · Ms. Kobliha, Mr. Moore, as he was

·7· ·cross-examining you, asked you to turn to the

·8· ·Company's April 16th filing, page 6.

·9· · · · · · ·Would you turn to that page again, please.

10· · · ·A.· · Just one second.· Yes.

11· · · ·Q.· · And he specifically referenced the second

12· ·sentence there, and I'll read that to you.

13· · · · · · ·"The Division dismissed the Company's

14· ·concern, claiming that these are not reasons to

15· ·return less than the full amount to customers

16· ·because the cost pressures are not known."

17· · · · · · ·And he, I believe, asked you to confirm

18· ·that we had only -- that the Company had only

19· ·mentioned one known cost pressure.

20· · · · · · ·So in response to that, I'm not sure that

21· ·the exchange was clear enough, I would like you to

22· ·read from -- beginning from "While final impacts"

23· ·all the way down to "next general rate case" and

24· ·stop there before "to illustrate."

25· · · · · · ·Can you read that into the record?
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·1· · · ·A.· · Yes.

·2· · · · · · ·"While final impacts of some of the known

·3· ·cost pressures are not yet final, there are items

·4· ·that are known at this time that could be mitigated

·5· ·with the tax deferral before the next general rate

·6· ·case, including the regulatory assets for the Deer

·7· ·Creek mine closure and the energy and balance market

·8· ·implementation.· Other cost drivers, such as the

·9· ·expiration of the production tax credits, or PTCs,

10· ·and the upcoming depreciation study are known cost

11· ·pressures that will be reflected in the Company's

12· ·next general rate case."

13· · · ·Q.· · Thank you.

14· · · · · · ·MS. HOGLE:· The Company calls Ms. Joelle

15· ·Steward.

16· · · · · · ·MS. REIF:· Ms. Kobliha, you may be

17· ·excused.· Thank you for your testimony.

18· · · · · · ·MS. KOBLIHA:· Thank you.

19· · · · · · ·MS. REIF:· And I assume you'll remain in

20· ·case there are additional questions that come up?

21· · · · · · ·MS. KOBLIHA:· Yes.

22· · · · · · ·MS. REIF:· Okay.· Thank you.

23· · · · · · ·Ms. Steward, do you swear to tell the

24· ·truth?

25· · · · · · ·MS. STEWARD:· Yes.
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·1· · · · · · ·MS. REIF:· Thank you.

·2· · · · · · ·MS. HOGLE:· Ms. Steward is available for

·3· ·questions.

·4· · · · · · ·MS. REIF:· Thank you.

·5· · · · · · ·Given the line of questioning, I'm

·6· ·assuming that I will go ahead and ask her questions.

·7· ·And if there are other questions from the other

·8· ·parties that they will as well.

·9· · · · · · ·Or is your desire to have the other

10· ·parties ask questions first and then me?

11· · · · · · ·MS. HOGLE:· Whatever your preference is,

12· ·Your Honor.

13· · · · · · ·MS. REIF:· Okay.· Let me just ask the

14· ·other parties.

15· · · · · · ·Are there any questions for Ms. Steward?

16· · · · · · ·Seeing none, I will ask the questions.

17· · · · · · · · · · · ·EXAMINATION

18· ·BY MS. REIF:

19· · · ·Q.· · Ms. Steward, thank you for being available

20· ·this morning.· The Commission appreciates that.

21· · · · · · ·And I want to ask you about Schedules 21

22· ·and 31.

23· · · · · · ·As I started to mention to the prior

24· ·witness, those schedules are not included in the

25· ·cost of service study.· And I wanted to ask you if
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·1· ·it is the Company's intent that the rate base factor

·2· ·for those schedules will receive the same treatment

·3· ·as Schedule 9?

·4· · · ·A.· · Yes.

·5· · · ·Q.· · Okay.· Could you please explain the

·6· ·rationale for developing their allocated percentage

·7· ·of refund?

·8· · · ·A.· · It's similar to what we do in our energy

·9· ·balancing account where they are not reflected in

10· ·our allocations for net power costs in the cost of

11· ·service.· But they are -- they do get rates similar

12· ·to -- their rates are tied to Schedule 9; so we add

13· ·in those revenues and tie it back to Schedule 9 for

14· ·other allocation purposes when we have other

15· ·adjustment schedules following a rate case.

16· · · · · · ·So when the rates are actually designed,

17· ·they are tied to Schedule 9.

18· · · ·Q.· · Thank you.

19· · · · · · ·I'd like to direct your attention to your

20· ·-- PacifiCorp's reply comments dated March -- or,

21· ·excuse me -- April 16th.

22· · · · · · ·And if you would please go to page 11.· In

23· ·the first complete paragraph on that page, the

24· ·Company states that "the Company is not opposed to

25· ·allocating an overall percentage decrease to Nucor
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·1· ·and U.S. Magnesium."

·2· · · · · · ·And then there's a reference to the

·3· ·attached exhibit and to the Exhibit B which was

·4· ·filed with the March 16th filing.

·5· · · ·A.· · Yes, I see that.

·6· · · ·Q.· · The March 16th filing, however, was at a

·7· ·time when the Company had a different position about

·8· ·Nucor and U.S. Magnesium.

·9· · · · · · ·So in reviewing that particular exhibit,

10· ·Exhibit B to the March 16th filing, and it would be

11· ·Exhibit B, page 1 of 11 --

12· · · ·A.· · Yes.

13· · · ·Q.· · -- lines 19 and 20.

14· · · · · · ·Do you perceive a correction that needs to

15· ·take place there?

16· · · ·A.· · In -- from the March filing?· Well, we did

17· ·make that change in the April filing.· We changed

18· ·our position, yes.

19· · · ·Q.· · Correct.· But you referenced an exhibit,

20· ·this particular exhibit?

21· · · ·A.· · Oh.

22· · · ·Q.· · And inasmuch as this particular exhibit is

23· ·referenced, it was at a time when the Company had a

24· ·different position.· And I believe that you -- it

25· ·doesn't take into consideration the overall rate
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·1· ·reduction.

·2· · · ·A.· · Correct.

·3· · · · · · ·So Exhibit 2 is a revision of Exhibit B.

·4· ·The two main pieces of that revision --

·5· · · ·Q.· · Exhibit 2 of the?

·6· · · ·A.· · Of the April.

·7· · · ·Q.· · Okay.· Let me take a look at that.

·8· · · ·A.· · So that is on page --

·9· · · ·Q.· · Okay.· So your filing intends to not

10· ·reference the Exhibit B necessarily from March 16th,

11· ·but inasmuch as the --

12· · · ·A.· · We were referencing that it's essentially

13· ·-- we revised what had been previously provided.

14· · · ·Q.· · Okay.

15· · · ·A.· · It's essentially the same format, just the

16· ·changes are the amount, and then the allocations

17· ·will include special contract estimates 1 and 2.

18· · · ·Q.· · I see that.· Okay.· Thank you very much

19· ·for making that clear.

20· · · · · · ·Back to your April 16th reply comments.

21· ·It doesn't appear that you addressed the Division's

22· ·recommendation to identify the refund determined in

23· ·this docket on customers' bills as a separate line

24· ·item.

25· · · · · · ·And the Commission wishes to know if you
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·1· ·just overlooked that or whether you have a response

·2· ·to that issue.

·3· · · ·A.· · I think we did just overlook that.· We are

·4· ·not opposed to reflecting that as line items.

·5· · · ·Q.· · Is it your intent to do so, then?

·6· · · ·A.· · Yes, we will do so.

·7· · · ·Q.· · Okay.· All right.

·8· · · · · · ·And I think I have just one other question

·9· ·for you.

10· · · · · · ·And, again, thank you for being here

11· ·because I think you mentioned the EIM earlier, or I

12· ·know it was mentioned.

13· · · · · · ·And in the same reply comments on page 6,

14· ·in that last full paragraph, there's reference to

15· ·the EIM, the Energy and Balance Market.

16· · · · · · ·And the question is:· If -- assuming that

17· ·there are EIM market costs, why are those costs not

18· ·offset by EIM benefits?

19· · · ·A.· · So these are EIM implementation costs; so

20· ·they're sort of fixed cost for administration of

21· ·EIM, is my understanding.· And they are not

22· ·reflected in the energy balancing account as most

23· ·cost and benefits are.

24· · · · · · ·So a separate regulatory asset was

25· ·created.· And I don't -- I cannot point back to
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·1· ·which docket that was created in and that the

·2· ·treatment of those costs would be subject to a

·3· ·determination in a future rate case, is my

·4· ·understanding.

·5· · · · · · ·But they are more fixed in nature for

·6· ·administrative purposes.

·7· · · ·Q.· · Thank you Ms. Steward.

·8· · · · · · ·I don't believe I have any other

·9· ·questions.

10· · · · · · ·I assume you'll remain here in case other

11· ·questions do come up.

12· · · · · · ·MS. REIF:· And, Ms. Hogle, do you have any

13· ·redirect?

14· · · · · · ·MS. HOGLE:· No redirect.· Thank you.

15· · · · · · ·MS. REIF:· Okay.· Thank you very much.

16· · · · · · ·Do you wish to call anyone else?

17· · · · · · ·MS. HOGLE:· Not at this time.· Thank you.

18· · · · · · ·MS. REIF:· Okay.· Thank you.

19· · · · · · ·Mr. Jetter.

20· · · · · · ·MR. JETTER:· Thank you.

21· · · · · · ·The Division would like to call and have

22· ·sworn in Lane Mecham.

23· · · · · · ·MS. REIF:· Mr. Mecham, would you come and

24· ·have a seat at the witness stand, please.

25· · · · · · ·Do you swear to tell the truth?
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·1· · · · · · ·MR. MECHAM:· I do.

·2· · · · · · ·MS. REIF:· Thank you.· You may be seated.

·3· · · · · · · · · · DIRECT EXAMINATION

·4· ·BY MR. JETTER:

·5· · · ·Q.· · Good morning.· Would you please state your

·6· ·name and occupation for the record.

·7· · · ·A.· · My name is Lane Mecham.· I am a utility

·8· ·analyst with the Division of Public Utilities.

·9· · · ·Q.· · Thank you.

10· · · · · · ·And in the course of your employment with

11· ·the Division of Public Utilities, have you had the

12· ·opportunity to review the filings in this docket?

13· · · ·A.· · Yes.

14· · · ·Q.· · And did you create and cause to be filed

15· ·with the Commission an action request dated

16· ·February 3rd, 2018, along with comments and reply

17· ·comments dated April 9th and April 16th, 2018?

18· · · ·A.· · Yes.

19· · · ·Q.· · Do you have any corrections or changes

20· ·that you'd like to make to those?

21· · · ·A.· · No.

22· · · ·Q.· · And do those comments reflect the position

23· ·of the Division of Public Utilities accurately?

24· · · ·A.· · Yes.

25· · · ·Q.· · Thank you.

http://www.litigationservices.com


Page 61
·1· · · · · · ·MR. JETTER:· I'd like to move at this time

·2· ·to enter into the record the action request response

·3· ·along with the comments I have identified here from

·4· ·Mr. Mecham.

·5· · · · · · ·MS. REIF:· Any objection?

·6· · · · · · ·Seeing none, they are admitted.

·7· · · ·Q.· · (BY MR. JETTER)· Thank you.

·8· · · · · · ·Have you prepared a brief statement

·9· ·summarizing the Division's position?

10· · · ·A.· · I have.

11· · · ·Q.· · Please go ahead.

12· · · ·A.· · The Division recommends that the

13· ·Commission order the Company to refund the full

14· ·$76.2 million estimated tax savings created by the

15· ·tax cuts and jobs act.

16· · · · · · ·Customers are paying a base rate which was

17· ·set based on an assumed tax rate of 35 percent.

18· ·That rate is now 21 percent.

19· · · · · · ·The Company's proposal to continue

20· ·collecting a portion of the difference and defer to

21· ·offset future costs is neither just nor reasonable.

22· · · · · · ·The Company's arguments that it will

23· ·provide better rate stability and/or that it's

24· ·credit rating may be impacted by cash flow changes

25· ·are unpersuasive.· While the Division does recognize
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·1· ·that there are benefits to rate stability, it does

·2· ·not support the creation of a deferral account for

·3· ·the purpose of offsetting future costs.

·4· · · · · · ·Customer rates should be based primarily

·5· ·on the current cost of serving them.· The cost

·6· ·savings resulting from the reduced tax rate should

·7· ·be passed on to today's customers.

·8· · · · · · ·We recommend that the accrued balance as

·9· ·of April 30th, 2018, or approximately $25 million,

10· ·be refunded to ratepayers as a one-time credit

11· ·effective May 1st, 2018.

12· · · · · · ·We further recommend that the remaining

13· ·savings be passed through to customers by creating a

14· ·rate that will refund customers based on their

15· ·usage.· This can be done by allocating the savings

16· ·in the same manner as the proposed tariff schedule

17· ·197.

18· · · · · · ·These recommendations will appropriately

19· ·pass the cost savings to customers quickly and

20· ·efficiently.· While the Division believes this is

21· ·the most appropriate method at this time, we

22· ·recognize that some uncertainty exists about the

23· ·amount of the estimate and is not strongly opposed

24· ·to the Company's proposal of beginning to refund $61

25· ·million starting May 1st, 2018.· However, the
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·1· ·Division believes this is only a time deferment of

·2· ·the estimated tax savings amount and then begin to

·3· ·refund the full amount at that time.

·4· · · · · · ·The Division remains strongly opposed to

·5· ·mixing costs and benefits as the Company has

·6· ·requested.

·7· · · · · · ·The Company's request to pull Deer Creek

·8· ·mine costs from the EBA and offset them with tax

·9· ·savings should be denied.

10· · · · · · ·And I will clarify our position as well

11· ·based on something that was said earlier.· And I

12· ·wasn't sure about the exchange between Mr. Dodge and

13· ·Ms. Kobliha.· But we would be opposed to a decision

14· ·today on the excess deferred income tax position.

15· · · · · · ·Thank you.

16· · · ·Q.· · And I'd like to ask you just a quick

17· ·follow up to clarify something that I think we're

18· ·possibly a little bit unclear on.

19· · · · · · ·Is it your understanding, or is it your --

20· ·I mean -- start that question over again.

21· · · · · · ·Is it the Division's recommendation to the

22· ·Commission that the refund of the $61 million, if it

23· ·were to adopt that recommendation by other parties,

24· ·would be completed by the end of 2018?

25· · · ·A.· · The Division's position is that the full
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·1· ·amount of the refund, when that is determined, be

·2· ·refunded this year; so if it was determined in June

·3· ·that 76.2 is the actual tax savings that the Company

·4· ·-- that the cost before tax expense will be reduced,

·5· ·that should be refunded in 2018.

·6· · · · · · ·So we're saying that $61 million is okay

·7· ·to start now but that we would expect the full

·8· ·amount to be refunded within 2018 and then get a

·9· ·rate set that continues to refund those annual

10· ·estimated savings until the next general rate case.

11· · · ·Q.· · Thank you.· That clarifies what I think we

12· ·were a little uncertain about.

13· · · · · · ·Thank you.

14· · · · · · ·MR. JETTER:· I have no further questions

15· ·for Mr. Mecham.· He's available for cross by other

16· ·parties.

17· · · · · · ·MS. REIF:· Thank you, Mr. Jetter.

18· · · · · · ·Ms. Hogle?

19· · · · · · ·MS. HOGLE:· Is it okay if I take my turn

20· ·out of turn?

21· · · · · · ·MS. REIF:· Sure.· If you wish.

22· · · · · · ·MS. HOGLE:· Thank you.

23· · · · · · ·MS. REIF:· So we'll go to Mr. Moore.

24· · · · · · ·MR. MOORE:· No questions.· Thank you.

25· · · · · · ·MS. REIF:· Mr. Dodge?

http://www.litigationservices.com


Page 65
·1· · · · · · · · · · CROSS EXAMINATION

·2· ·BY MR. DODGE:

·3· · · ·Q.· · Mr. Mecham, can you clarify the Division's

·4· ·current position with respect to whether Nucor and

·5· ·U.S. Magnesium should be included in the refund

·6· ·that's determined by the Commission?

·7· · · ·A.· · Yes, they should be included in the

·8· ·refund.

·9· · · ·Q.· · So to clarify:· Although the initial

10· ·action request suggested that there was a reason for

11· ·us not to include them, the Division has now

12· ·concluded that they should be included in the

13· ·refund?

14· · · ·A.· · Yes.· After further conversations with

15· ·those parties, we have determined that they should

16· ·be included in the tax refund.

17· · · ·Q.· · Thank you.

18· · · · · · ·MR. DODGE:· No further questions.

19· · · · · · ·MS. REIF:· Thank you.

20· · · · · · ·MS. BALDWIN:· No questions.

21· · · · · · ·MS. REIF:· Back to you, Ms. Hogle.

22· · · · · · ·MS. HOGLE:· No questions.· Thank you.

23· · · · · · ·MS. REIF:· Okay.

24· · · · · · ·Mr. Mecham, I have -- oh.

25· · · · · · ·MR. MECHAM:· I was hoping to get out of
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·1· ·the hot seat earlier.

·2· · · · · · ·MS. REIF:· Certainly.· You'll have to

·3· ·stick around for just a couple of minutes longer.

·4· · · · · · · · · · · ·EXAMINATION

·5· ·BY MS. REIF:

·6· · · ·Q.· · So circling back on your testimony that is

·7· ·the Division's recommendation that the full $76.2

·8· ·million be refunded and that amount be refunded

·9· ·within this year, within 2018 -- and I summarize

10· ·that correctly?· Is that --

11· · · ·A.· · Yes.

12· · · ·Q.· · -- your understanding?· Okay.

13· · · · · · ·How would the Division propose that that

14· ·refund be allocated?

15· · · ·A.· · Based off the proposed Tariff Schedule

16· ·197.· And so what we would propose is that the

17· ·accrued balance as of April 30th, which is

18· ·approximately $25 million, that that be refunded as

19· ·a one-time credit, allocated in the same way as at

20· ·Tariff Schedule 197 and then that a rate be set by

21· ·the same tariff going forward for the rest of the

22· ·year.· And then, essentially, until they execute the

23· ·next rate case; so --

24· · · ·Q.· · Okay.

25· · · · · · ·MS. REIF:· I'm going to ask you to remain
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·1· ·available.· And we're going to take a ten-minute

·2· ·recess, and we'll be back in ten minutes.

·3· · · · · · ·Okay.· Thanks.

·4· · · · · · · · · · · · (Recess.)

·5· · · · · · ·MS. REIF:· Thank you everyone we are back

·6· ·on the record.

·7· · · · · · · · ·EXAMINATION (CONTINUED)

·8· ·BY MS. REIF:

·9· · · ·Q.· · Mr. Mecham, could you please explain how

10· ·the Division would recommend refunding the lump sum

11· ·amount for the first part of 2018?

12· · · ·A.· · Using the Tariff Schedule 197 and just the

13· ·rate spread that -- the exhibit across that same

14· ·percentage, allocated the same way.

15· · · ·Q.· · Okay.· Thank you.

16· · · · · · ·That's all I have for you.· Thank you.

17· · · · · · ·MS. REIF:· Are there any follow-up

18· ·questions for Mr. Mecham?

19· · · · · · ·You may be excused, Mr. Mecham.· Thank

20· ·you.

21· · · · · · ·Ms. Hogle, I wanted to backtrack a little

22· ·bit with my questioning of Ms. Steward on the

23· ·exhibits that we were talking about with respect to

24· ·Nucor and U.S. Magnesium.

25· · · · · · ·I don't necessarily need to ask her a
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·1· ·question, but I do want to note that it is the

·2· ·Commission's concern, based on our review of those

·3· ·two exhibits, that it does not appear that the

·4· ·Company has allocated the overall percent decrease

·5· ·to U.S. Magnesium and Nucor.

·6· · · · · · ·And so we would just ask that you review

·7· ·that exhibit -- both exhibits, in fact -- and in

·8· ·light of our concerns and, if necessary, file a

·9· ·corrected exhibit.

10· · · · · · ·MS. HOGLE:· Okay.

11· · · · · · ·MS. REIF:· Thank you.

12· · · · · · ·MS. HOGLE:· Thank you.

13· · · · · · ·MS. REIF:· Okay.

14· · · · · · ·I believe we are to you, Mr. Moore.

15· · · · · · ·MR. MOORE:· The Office will call Cheryl

16· ·Murray and have her sworn, please.

17· · · · · · ·MS. REIF:· Good morning, Ms. Murray.

18· · · · · · ·Do you swear tell the truth?

19· · · · · · ·MS. MURRAY:· Yes, I do.

20· · · · · · ·MS. REIF:· Thank you.

21· · · · · · · · · · DIRECT EXAMINATION

22· ·BY MR. MOORE:

23· · · ·Q.· · Could you please state your name, business

24· ·address, and for whom you are testifying for.

25· · · ·A.· · Yes.· My name is Cheryl Murray.· My
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·1· ·business address is 160 East 300 South, Salt Lake

·2· ·City, Utah.· And I'm testifying on behalf of the

·3· ·Office of Consumer Services.

·4· · · ·Q.· · Did you file any comments in this docket

·5· ·on February 23rd, 2018, and April 9th, 2018?

·6· · · ·A.· · Yes.

·7· · · ·Q.· · Do you have any corrections you'd like to

·8· ·make to those comments?

·9· · · ·A.· · Yes.· The date on the first page of the

10· ·second set of comments consisting of four pages

11· ·should be April 9, 2018, not February 23rd.

12· · · · · · ·The date in the header on the subsequent

13· ·pages is correct.

14· · · ·Q.· · With those changes, do you adopt those

15· ·comments as your testimony?

16· · · ·A.· · Yes.

17· · · · · · ·MR. MOORE:· At this time, I move for the

18· ·admission of the comments.

19· · · · · · ·MS. REIF:· Any objection?

20· · · · · · ·Seeing none, they are admitted.

21· · · ·Q.· · (BY MR. MOORE)· Have you prepared a

22· ·summary of the Office's position?

23· · · ·A.· · Yes.

24· · · ·Q.· · Please proceed.

25· · · ·A.· · My April 9, 2018, comments included an
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·1· ·attachment, an attached report from Ms. Donna Ramos,

·2· ·a revenue requirement expert retained by the Office

·3· ·to review and analyze and make recommendations

·4· ·regarding RMP's March 16th tariff filing.

·5· · · · · · ·In that report she identified a number of

·6· ·ways in which the Tax Reform Act impacts the

·7· ·Company's revenue requirement.

·8· · · · · · ·And, as indicated earlier, she is

·9· ·available on the phone to respond to any accounting

10· ·questions that may arise.

11· · · · · · ·Although the full impact of the Tax Reform

12· ·Act is currently unknown, the Company has provided

13· ·an initial estimate of approximately $76.2 million,

14· ·which is only a portion of the overall impacts on

15· ·the Company's revenue requirement that will need to

16· ·be returned to rate payers.· The Company will

17· ·provide additional information in the June 15th,

18· ·2018, filing.

19· · · · · · ·As stated in reply comments filed on

20· ·April 16th, 2018, the Company now proposes to return

21· ·$61 million to rate payers, or approximately

22· ·80 percent of the $76 million.· This is an

23· ·improvement over the Company's first proposal to

24· ·return only $20 million.· However, the Company

25· ·continues to assert that the remaining funds can be
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·1· ·used to offset future rate payer liabilities or

·2· ·costs and should not be returned at this time.· The

·3· ·Office is open to reviewing future proposals for

·4· ·offsets in the next phase of this docket but asserts

·5· ·that specific proposals supported with additional

·6· ·information will be necessary to judge the

·7· ·appropriateness of using the remaining tax funds for

·8· ·other purposes, rather returning them directly to

·9· ·rate payers.

10· · · · · · ·The Company's reply comment of April 16th,

11· ·2018, at page 4 reads "The Division, the Office, and

12· ·UIEC recommend refunding $76.2 million in savings

13· ·related to the Tax Reform Act through the end of

14· ·2018."

15· · · · · · ·That statement is partially incorrect.

16· ·The Office did propose to return the full $76.2

17· ·million, but did not propose that the refund would

18· ·terminate at the end of 2018.· The Office asserts

19· ·that this should not be an interim rate.

20· · · · · · ·It is the Office's position that this is

21· ·an annual amount that should continue to be refunded

22· ·until the Company files a general rate case, an

23· ·application to revise the tariff, or an application

24· ·to utilize the funds for some other purpose that

25· ·will benefit rate payers.
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·1· · · · · · ·In our comments, we did not indicate

·2· ·specifically how the $76 million should be returned

·3· ·to rate payers.· We agree with the Division that the

·4· ·credit should be shown on customer bills as a

·5· ·separate line item so it is clear to rate payers

·6· ·what is being returned and why.

·7· · · · · · ·The Office maintains its recommendation

·8· ·that the Commission require the Company to return

·9· ·the full $76 million to customers through a rate

10· ·reduction effective May 1, 2018.

11· · · · · · ·We also recommend that the Company be

12· ·required to provide a breakdown of the EVIT balance

13· ·on a Utah jurisdictional basis between protected

14· ·property related EVIT, unprotected property related

15· ·EVIT, and nonproperty related EVIT in its June 15th,

16· ·2018, filing.

17· · · · · · ·That concludes my summary.

18· · · · · · ·MR. MOORE:· Ms. Murray is available for

19· ·cross and questions from the Commission.

20· · · · · · ·MS. REIF:· Thank you, Mr. Moore.

21· · · · · · ·Any questions, Ms. Hogle?

22· · · · · · ·MS. HOGLE:· No questions.

23· · · · · · ·MS. REIF:· Any questions from the

24· ·Division?

25· · · · · · ·MR. JETTER:· No questions from the
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·1· ·Division, thank you.

·2· · · · · · ·MS. REIF:· Mr. Dodge?

·3· · · · · · ·MR. DODGE:· No questions.· Thank you.

·4· · · · · · ·MS. REIF:· Ms. Baldwin?

·5· · · · · · ·MS. BALDWIN:· No questions.

·6· · · · · · ·MS. REIF:· No questions.

·7· · · · · · ·Ms. Murray, you may be excused.

·8· · · · · · ·MR. MOORE:· Ms. Ramas (phonetic) is on the

·9· ·phone -- Ramos, I'm sorry -- is on the phone if

10· ·anybody has questions about her report.

11· · · · · · ·MS. REIF:· Are there any questions for

12· ·Ms. Ramos?

13· · · · · · ·MS. HOGLE:· No questions.

14· · · · · · ·MS. REIF:· Ms. Ramos, thank you for being

15· ·with us.· You are welcome to stay on the line, and

16· ·there aren't any questions for.

17· · · · · · ·MR. MOORE:· Can't she be excused?

18· · · · · · ·MS. REIF:· Oh, she can be excused.· She's

19· ·welcome to say on the line, if she wishes.

20· · · · · · ·MS. MURRAY:· She's on vacation; so

21· ·probably not.

22· · · · · · ·MS. REIF:· All right.· Yes.

23· · · · · · ·MS. MURRAY:· Thank you.

24· · · · · · ·MS. REIF:· Thank you.

25· · · · · · ·Mr. Dodge?

http://www.litigationservices.com


Page 74
·1· · · · · · ·MR. DODGE:· Thank you, Your Honor.

·2· · · · · · ·UAE would like to call Kevin Higgins.

·3· · · · · · ·MS. REIF:· Mr. Higgins, good morning.

·4· · · · · · ·MR. HIGGINS:· Good morning.

·5· · · · · · ·MS. REIF:· I will swear you in.

·6· · · · · · ·Do you swear to tell the truth?

·7· · · · · · ·MR. HIGGINS:· Yes, I do.

·8· · · · · · ·MS. REIF:· Thank you.

·9· · · · · · ·You may proceed.

10· · · · · · · · · · DIRECT EXAMINATION

11· ·BY MR. DODGE:

12· · · ·Q.· · Mr. Higgins, would you state your name and

13· ·on whose behalf you're testifying?

14· · · ·A.· · My name is Kevin Higgins.· I'm here on

15· ·behalf of Utah Association of Energy Users, or UAE.

16· · · ·Q.· · Mr. Higgins, did you participate in

17· ·preparation of UAE's comments and responsive

18· ·comments, both filed in this docket?

19· · · ·A.· · Yes, I did.

20· · · ·Q.· · And do you adopt those today as your

21· ·testimony regarding UAE's position?

22· · · ·A.· · Yes, I do.

23· · · ·Q.· · And do you have any corrections to either

24· ·of those comments?

25· · · ·A.· · I have a typo of some substance that I
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·1· ·need to correct, and that is on page 7 of the

·2· ·responsive comments filed by UAE on April 9th.

·3· · · · · · ·And under the section "requested relief,"

·4· ·seven lines down we refer to a period ending

·5· ·December 31st, 2018.· That should be 2017.

·6· · · ·Q.· · Thank you.

·7· · · ·A.· · And I believe that will certainly be

·8· ·consistent with the context in which its made.

·9· · · ·Q.· · Thank you.

10· · · · · · ·MR. DODGE:· And with those corrections,

11· ·I'd offer into the record the UAE comments that have

12· ·been documented by Mr. Higgins.

13· · · · · · ·MS. REIF:· Any objection?

14· · · · · · ·Seeing none, it is admitted.

15· · · ·Q.· · (BY MR. DODGE)· Mr. Higgins, before I ask

16· ·you to summarize -- provide a brief summary of your

17· ·testimony, I'm assuming that there -- almost

18· ·regardless of the amount the Commission decides to

19· ·have returned, there could be adopted between the

20· ·actual tax savings as determined by the Commission

21· ·from January 1st forward in the amount returned.

22· · · · · · ·What is UAE's position with respect to the

23· ·carrying charge that should apply to any such

24· ·amount?

25· · · ·A.· · UAE's position with respect to any
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·1· ·carrying charges in this -- dealing with these tax

·2· ·reform reductions is that they represent a

·3· ·regulatory liability on the Company.· And, as such,

·4· ·the carrying charges on that regulatory liability

·5· ·ought to be equal to the weighted average cost of

·6· ·capital that's applied to the rate base generally;

·7· ·so since this is net, any of these deferrals is, in

·8· ·essence, acting as a reduction in rate base.· It

·9· ·should receive the same carrying charge effect that

10· ·the rate base receives in terms of return.

11· · · ·Q.· · Thank you, Mr. Higgins.

12· · · · · · ·With that, would you provide the

13· ·Commission with a brief summary?

14· · · ·A.· · Yes.

15· · · ·Q.· · UAE recognizes and appreciates that the

16· ·Commission took important steps in opening this

17· ·Docket and authorizing deferred accounting treatment

18· ·for Rocky Mountain Power to defer as regulatory

19· ·liability all revenue requirement impacts of the Tax

20· ·Reform Act, beginning January 1st, 2018.

21· · · · · · ·These actions allow the Commission and

22· ·parties to carefully consider the best path forward

23· ·for equitably passing through the benefits of lower

24· ·corporate tax rates to customers.

25· · · · · · ·Rocky Mountain Power has provided an
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·1· ·initial and partial estimate of the Utah

·2· ·jurisdictional revenue requirement impact of the Tax

·3· ·Reform Act of an annual reduction of approximately

·4· ·$76 million.· The Company estimated this reduction

·5· ·by recalculating its Utah Results of Operations for

·6· ·the 12 months ending June 13th, 2017.· The

·7· ·recalculation was performed for two of the

·8· ·significant impacts of the Tax Reform Act; namely,

·9· ·the reduction in the federal income tax rate from

10· ·35 percent to 21 percent, and the repeal of the

11· ·domestic production activities deduction.

12· · · · · · ·The Company used a price change approach

13· ·to reduce revenues to reflect the lower revenue

14· ·requirement while maintaining the same earned return

15· ·on equity as filed in the June 2017 Results of

16· ·Operations.

17· · · · · · ·UAE believes that the price change

18· ·approach applied to the Results of Operations as

19· ·proposed by the Company is reasonably constant;

20· ·therefore, UAE supports moving forward with this

21· ·basic approach.

22· · · · · · ·Rocky Mountain Power has also proposed

23· ·that the final numbers be based on the Results of

24· ·Operation for the year ending December 31st, 2017.

25· ·And UAE does not object to using the December 31st,
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·1· ·2017, Results of Operations for this purpose.

·2· · · · · · ·The Company has explained that it has not

·3· ·yet estimated the impact that results from the other

·4· ·changes in the Tax Reform Act because they are

·5· ·either more complex in nature or additional guidance

·6· ·or information is required.· It is my understanding

·7· ·that the Company proposes to address the impacts

·8· ·from these other changes in the update filing on

·9· ·June 15th, 2018.

10· · · · · · ·For the purpose of establishing a credit

11· ·on customers' bills effective May 1st, 2018, UAE has

12· ·proposed that this initial reduction should be no

13· ·less than 80 percent of the Company's $76 million

14· ·partial estimate, or approximately $61 million.

15· ·While some uncertainty about the final revenue

16· ·requirement savings calculated using the

17· ·December 2017 Results of Operations may make it

18· ·reasonable for the initial reduction to be set at a

19· ·level that is less than the full amount of the

20· ·partial estimate, the public interest objective here

21· ·should be to reduce customer rates as much as

22· ·reasonably possible, as soon as reasonably possible,

23· ·to reflect the reduction in taxes.

24· · · · · · ·In its April 16th reply comments, the

25· ·Company revised its initial proposal, which was to
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·1· ·recognize an initial rate reduction of just

·2· ·$20 million, and is now proposing that the May 1st

·3· ·rate reduction be set at $61 million, consistent

·4· ·with the minimum reduction proposed by UAE.

·5· · · · · · ·This is a constructive response on the

·6· ·Company's part.· But, to be clear, UAE believes that

·7· ·the ultimate reduction reflected in customer rates

·8· ·should be set at 100 percent of the revenue

·9· ·requirement reduction associated with the reduction

10· ·in tax rates as calculated using the December 2017

11· ·Results of Operations.

12· · · · · · ·UAE's recommendation that the initial

13· ·reduction should be no less than 80 percent of the

14· ·partial estimate is made as a precaution in the

15· ·event that the 2017 Results of Operations

16· ·calculation turns out to be materially less than the

17· ·$76 million partial estimate.

18· · · · · · ·UAE believes that a final determination of

19· ·the rate reduction can be addressed subsequent to

20· ·the Company's June 15th filing, taking account of

21· ·the December 31st, 2017, Results of Operations, as

22· ·well as deferrals accrued since January 1st of this

23· ·year.· This can take the form of an update later

24· ·this year to the initial Schedule 197 rate being

25· ·decided at this time.· At that time, the Commission
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·1· ·will also have the opportunity to address the proper

·2· ·rate-making treatment of excess ADIT.· UAE believes

·3· ·that the Commission should take steps to begin

·4· ·returning the excess ADIT to customers as soon as

·5· ·possible while complying with the normalization

·6· ·requirements of the Tax Reform Act.

·7· · · · · · ·UAE also encourages the Commission to

·8· ·require the return of excess ADIT not subject to the

·9· ·normalization requirements, such as unprotected

10· ·property excess ADIT and non-property taxes ADIT,

11· ·over a reasonable amortization schedule such as five

12· ·to seven years.

13· · · · · · ·That concludes my comments.

14· · · ·Q.· · Thank you.

15· · · · · · ·MR. DODGE:· Mr. Higgins is available for

16· ·cross.

17· · · · · · ·MS. REIF:· Ms. Hogle?

18· · · · · · ·MS. HOGLE:· I have no cross.

19· · · · · · ·MS. REIF:· Mr. Jetter?

20· · · · · · ·MR. JETTER:· No questions from the

21· ·Division.

22· · · · · · ·MS. REIF:· Mr. Moore?

23· · · · · · ·MR. MOORE:· The Office has no questions.

24· · · · · · ·Thank you.

25· · · · · · ·MS. REIF:· Ms. Baldwin?
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·1· · · · · · ·MS. BALDWIN:· No questions.

·2· · · · · · ·MS. REIF:· Thank you.

·3· · · · · · ·I too have no questions.· You may be

·4· ·excused.

·5· · · · · · ·MR. HIGGINS:· Thank you.

·6· · · · · · ·MS. REIF:· And Mr. Dodge?

·7· · · · · · ·MR. DODGE:· Your Honor, I'd like to make a

·8· ·proffer and indicate -- ask Your Honor and parties

·9· ·to indicate whether they have any questions for

10· ·Mr. Higgins -- or, excuse me -- for Mr. Swenson on

11· ·behalf of U.S. Mag.

12· · · · · · ·And U.S. Mag filed responsive comments

13· ·which we would like to introduce into the record as

14· ·sworn testimony of Mr. Swenson, absent objection.

15· · · · · · ·But, again, if there are any questions of

16· ·Mr. Swenson, we are happy to call him to summarize

17· ·his position and answer any questions.

18· · · · · · ·MS. REIF:· Are there any questions of the

19· ·parties of Mr. Swenson?

20· · · · · · ·Doesn't appear to be.

21· · · · · · ·I, however, have a question or two for

22· ·Mr. Swenson.

23· · · · · · ·MR. DODGE:· Excellent.

24· · · · · · ·Then U.S. Mag calls Roger Swenson.

25· · · · · · ·MS. REIF:· Mr. Swenson, good morning.
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·1· · · · · · ·MR. SWENSON:· Good morning.

·2· · · · · · ·MS. REIF:· Thank you for coming.

·3· · · · · · ·I'm going to swear you in.

·4· · · · · · ·Do you swear to tell the truth?

·5· · · · · · ·MR. SWENSON:· I do.

·6· · · · · · ·MS. REIF:· Thank you.

·7· · · · · · · · · · DIRECT EXAMINATION

·8· ·BY MR. DODGE:

·9· · · ·Q.· · Mr. Swenson, can you tell us who you are

10· ·and who you're here representing?

11· · · ·A.· · My name is Roger J. Swenson.· I'm an

12· ·energy consultant with E-Quant Consulting.· Today

13· ·I'm here representing U.S. Magnesium, LLC.

14· · · ·Q.· · Mr. Swenson, did you participate in the

15· ·preparation of responsive comments filed by U.S.

16· ·Magnesium in this docket?

17· · · ·A.· · Yes, I did.

18· · · ·Q.· · And do you adopt those responsive comments

19· ·as your sworn testimony here today?

20· · · ·A.· · Yes, I do.

21· · · ·Q.· · Do you have any corrections to that

22· ·testimony?

23· · · ·A.· · No, I do not.

24· · · · · · ·MR. DODGE:· I move for the admission of

25· ·those comments of Mr. Swenson's testimony.
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·1· · · · · · ·MS. REIF:· Any objection?

·2· · · · · · ·Seeing none, they are admitted.

·3· · · · · · ·MR. DODGE:· Thank you.

·4· · · ·Q.· · (BY MR. DODGE)· Mr. Swenson, did you have

·5· ·any summary you'd like to offer?· You may,

·6· ·otherwise, we'll allow the Commission to be able to

·7· ·ask you some questions.

·8· · · · · · ·Do you have a summary you want to provide?

·9· · · ·A.· · I don't think I need to provide a summary

10· ·right now.

11· · · ·Q.· · Thank you.

12· · · · · · ·MS. REIF:· This is will be hopefully very

13· ·pain-free.· I just have a couple of questions for

14· ·you.· And thank you for being here for --

15· · · · · · ·MR. SWENSON:· Certainly.

16· · · · · · ·MS. REIF:· -- the hearing and available

17· ·for questioning.

18· · · · · · · · · · · ·EXAMINATION

19· ·BY MS. REIF:

20· · · · · · ·I'm going to refer to Rocky Mountain

21· ·Power's reply dated April 16th, and I'm not sure if

22· ·you have a copy of that with you.· But on page 11 on

23· ·that reply, Rocky Mountain Power says as follows:

24· ·In the first full paragraph, it says "the Company is

25· ·not opposed to allocating an overall percentage
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·1· ·decrease to Nucor and U.S. Magnesium."

·2· · · · · · ·And then it goes on to say how they are

·3· ·going to allocate the $61 million rate reduction to

·4· ·special contracts.

·5· · · · · · ·Do you agree with PacifiCorp's new

·6· ·proposal to include special contracts?

·7· · · ·A.· · I do agree.· And our contract that was

·8· ·just approved, in fact, had very clear language

·9· ·calling out the methodology that we would use in

10· ·such a credit-based mechanism.

11· · · ·Q.· · Okay.· Have you had an opportunity to

12· ·review the allocation factors that have gone into

13· ·the rate reduction for U.S. Magnesium?

14· · · ·A.· · Yes, I have.· And I agree with the

15· ·Company's position in the exhibit that shows U.S.

16· ·Magnesium's calculated annual reduction.

17· · · ·Q.· · Okay.· So you don't believe there's been

18· ·any miscalculation?

19· · · ·A.· · Not that I can see --

20· · · ·Q.· · Okay.

21· · · ·A.· · -- from the detail that I have at hand.

22· · · ·Q.· · Okay.· Very good.

23· · · · · · ·That's all I have for you, sir.

24· · · ·A.· · Thank you very much.

25· · · · · · ·MS. REIF:· You may be excused.

http://www.litigationservices.com


Page 85
·1· · · · · · ·MR. DODGE:· Thank you.

·2· · · · · · ·And U.S. Magnesium has nothing else.

·3· · · · · · ·Thank you.

·4· · · · · · ·MS. REIF:· Thank you.

·5· · · · · · ·Ms. Baldwin?

·6· · · · · · ·MS. BALDWIN:· UIEC calls Maurice Brubaker

·7· ·and asks that he be sworn in, and he is the phone.

·8· · · · · · ·MS. REIF:· Okay.· Mr. Brubaker, are you --

·9· · · · · · ·MR. BRUBAKER:· Yes, I'm on.

10· · · · · · ·MS. REIF:· -- with us?· Okay.· Very good.

11· · · · · · ·This is Melanie Reif speaking.· I am the

12· ·administrative law judge.· And I'm going to swear

13· ·you in.

14· · · · · · ·Do you swear to tell the truth, sir?

15· · · · · · ·MR. BRUBAKER:· I do.

16· · · · · · ·MS. REIF:· Thank you.

17· · · · · · ·MS. BALDWIN:· Thank you.

18· · · · · · · · · · DIRECT EXAMINATION

19· ·BY MS. BALDWIN:

20· · · ·Q.· · Mr. Brubaker, could you please state your

21· ·name for the record and explain who you work for and

22· ·who you represent today?

23· · · ·A.· · Yes.· My name is Maurice Brubaker.· I'm

24· ·president of the energy, economic, and regulatory

25· ·consulting firm of Brubaker & Associates Inc., and
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·1· ·I'm here today on behalf of UIEC.

·2· · · ·Q.· · And are you the author, the primary

·3· ·author, of the reply comments in response to Rocky

·4· ·Mountain Power's comments on 2018 tax reconciliation

·5· ·which were filed by UIEC on February --

·6· · · ·A.· · Vicki, I'm having a terrible time hearing

·7· ·you.

·8· · · ·Q.· · Okay.· Sorry.

·9· · · · · · ·Are you the primary author of the reply

10· ·comments in response to Rocky Mountain Power's

11· ·comments on the 2018 tax reconciliation act which

12· ·were filed on February 23rd and the responsive

13· ·comments on the 2018 tax reconciliation act filed on

14· ·April 9th, both on behalf of UIEC?

15· · · ·A.· · I am.

16· · · ·Q.· · Do you have any corrections to make on

17· ·either of those?

18· · · ·A.· · I do not.

19· · · ·Q.· · Are you prepared to adopt as your own

20· ·testimony the contents of both of those documents?

21· · · ·A.· · I am.

22· · · ·Q.· · Before we go to your summary, I wanted to

23· ·ask if you have had a chance to review the reply

24· ·comments that were filed by Rocky Mountain Power on

25· ·April 16th?
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·1· · · ·A.· · Yes, I have.

·2· · · ·Q.· · And have you been able to evaluate the

·3· ·supporting information, the exhibits that were

·4· ·provided along with that?

·5· · · ·A.· · Yes.· To the extent that the material was

·6· ·provided, I have.

·7· · · ·Q.· · And were you present by phone this morning

·8· ·when Ms. Kobliha gave an explanation to the Exhibit

·9· ·1, the Confidential Exhibit 1?

10· · · ·A.· · Yes, I was.

11· · · ·Q.· · Okay.· Thank you.

12· · · · · · ·Could you please tell us whether that --

13· ·any of that information has changed your position in

14· ·this matter, and if so, why or why not?

15· · · ·A.· · Okay.· No.· That information has not

16· ·changed the recommendation to implement a $76

17· ·million revenue decrease May 1st or as soon as

18· ·possible.

19· · · · · · ·The information provided in Exhibit 1

20· ·basically deals with credit metrics, which are

21· ·important, but not the only consideration in rating

22· ·agencies' assessment of utilities and other

23· ·companies' performance.

24· · · · · · ·The financial aspects of the rating are

25· ·about 40 percent, and 50 percent is regulatory
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·1· ·framework and the ability of the utility to earn

·2· ·it's rates of return.· But even notwithstanding

·3· ·that, I think, as Ms. Kobliha indicated this

·4· ·morning, the difference in the coverage ratios

·5· ·between 100 percent flow-back of the $76 million and

·6· ·80 percent flow-back that the Company is now

·7· ·proposing is very, very small -- very much in the

·8· ·same ballpark.· While Moody's does have kind of a

·9· ·guidance of 20 percent of the FFO/debt ratio, it's a

10· ·guidance, and it's expressed as a sustained level

11· ·below 20 percent, not just that it happens to dip

12· ·below 20 percent at one particular time; so it's not

13· ·a line.· It's a guidance.· It's important but not --

14· ·I don't think that the difference in the ratios that

15· ·are presented on Exhibit 1 should cause any alarm

16· ·bells between the $76 million and the $61 million

17· ·rate reduction.

18· · · · · · ·So I continue to believe that it would be

19· ·appropriate to reduce rates by $76 million,

20· ·beginning May 1st and -- or as soon as possible.

21· ·And I also agree with the Division that, by the end

22· ·of 2018, whatever wasn't refunded or whatever rate

23· ·reduction wasn't received by that time, be refunded

24· ·to customers prior to the end of calendar year 2018.

25· · · ·Q.· · Thank you.
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·1· · · · · · ·And do you have a summary that is prepared

·2· ·for today?

·3· · · ·A.· · Yeah.· I guess I kind of got into it there

·4· ·a little bit.

·5· · · · · · ·Our recommendation is to refund to

·6· ·customers as soon as possible the current impacts,

·7· ·which is $76 million.· We don't think -- I don't

·8· ·think it's appropriate to use -- to hold and use

·9· ·those funds to offset some other costs.· I think if

10· ·there are other costs that need to be addressed,

11· ·they need to be addressed in the context of a

12· ·broader context where other relative factors could

13· ·be considered, such as decreases in other costs that

14· ·might offset or increases in revenue that should be

15· ·considered.· Customers should not be denied the

16· ·benefits of the lower cost that Rocky is

17· ·experiencing now; rather, they should be entitled to

18· ·have those benefits reflected in their rates as a

19· ·lower charge.

20· · · · · · ·As to the deferred income taxes, the

21· ·recommendation is to examine those in the upcoming

22· ·hearings which will be held later this year.

23· · · ·Q.· · Thank you.

24· · · ·A.· · That concludes my summary.

25· · · ·Q.· · Thank you.

http://www.litigationservices.com


Page 90
·1· · · · · · ·MS. BALDWIN:· Commissioner, we'd like to

·2· ·proffer the exhibits UIEC for the reply comments and

·3· ·the responsive comments to the record.

·4· · · · · · ·MS. REIF:· Any objection?

·5· · · · · · ·They are admitted.

·6· · · · · · ·MS. BALDWIN:· And we would like to offer

·7· ·Mr. Brubaker for cross-examination.

·8· · · · · · ·MS. REIF:· Thank you, Ms. Baldwin.

·9· · · · · · ·Ms. Hogle, do you wish to ask Mr. Brubaker

10· ·any questions?

11· · · · · · ·MS. HOGLE:· I would, if I can have a

12· ·moment, or maybe --

13· · · · · · ·MS. REIF:· Sure.· Let's do the round and

14· ·we'll see what happens.

15· · · · · · ·Mr. Jetter?

16· · · · · · ·MR. JETTER:· No questions from the

17· ·Division.

18· · · · · · ·MS. REIF:· Mr. Moore?

19· · · · · · ·MR. MOORE:· The Office has no questions.

20· · · · · · ·MS. REIF:· Mr. Dodge?

21· · · · · · ·MR. DODGE:· No questions.· Thank you.

22· · · · · · ·MS. REIF:· Ms. Hogle, we're back to you.

23· · · · · · ·Do you need a moment?

24· · · · · · ·MS. HOGLE:· I do.

25· · · · · · ·MS. REIF:· Okay.· Sure.
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·1· · · · · · ·Do we need a recess for ten minutes?

·2· · · · · · ·MS. HOGLE:· We probably should.

·3· · · · · · ·MS. REIF:· Let's take a recess for ten

·4· ·minutes.· We'll be off the record.· Thank you.

·5· · · · · · · · · · · · (Recess.)

·6· · · · · · ·MS. REIF:· We're back on the record.

·7· · · · · · ·Ms. Hogle, are you ready to proceed with

·8· ·the witness?

·9· · · · · · ·MS. HOGLE:· Yes I'd like to ask a couple

10· ·of questions of Mr. Brubaker.

11· · · · · · ·MS. REIF:· Sure.· Yeah.

12· · · · · · ·MS. HOGLE:· Thank you.

13· · · · · · · · · · CROSS-EXAMINATION

14· ·BY MS. HOGLE:

15· · · ·Q.· · Mr. Brubaker, I just want to explore a

16· ·little bit your comments in your summary regarding

17· ·that, according to your opinion, the difference

18· ·between the refund based on 100 percent refund as

19· ·opposed to an 80 percent refund is "immaterial."

20· · · · · · ·In light of tax reforms, have you ever

21· ·been involved in discussions, in direction

22· ·discussions, between rating agencies and utility

23· ·companies?

24· · · ·A.· · I've not been directly involved in those

25· ·discussions.· I have read a number of rating agency
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·1· ·publications that address the issue.

·2· · · ·Q.· · Thank you.

·3· · · · · · ·Do you have Confidential Attachment 1 in

·4· ·front of you?

·5· · · ·A.· · Yes.

·6· · · · · · ·MS. HOGLE:· At this time, Your Honor, I

·7· ·would move for the reporter -- excuse me -- for the

·8· ·Commission to stop streaming so that we can get into

·9· ·confidential discussion.

10· · · · · · ·MS. REIF:· Okay.· Very good.

11· · · · · · ·For the reason requested, the Commission

12· ·will grant your motion to go into confidential

13· ·session.

14· · · · · · ·And if somebody could close the back door,

15· ·please.

16· · · · · · ·And Sherrie, could you confirm that

17· ·streaming has ceased?

18· · · · · · · ·(BOUND UNDER SEPARATE COVER)

19· ·///

20· ·///

21· ·///

22· ·///

23· ·///

24· ·///

25· ·///
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·1· ·///

·2· ·///

·3· ·///

·4· ·///

·5· ·///

·6· ·///

·7· ·///

·8· ·///

·9· ·///

10· ·///

11· ·///

12· ·///

13· ·///

14· ·///

15· ·///

16· ·///

17· ·///

18· ·///

19· ·///

20· ·///

21· ·///

22· ·///

23· ·///

24· ·///

25· ·///
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·1· ·///

·2· ·///

·3· ·///

·4· ·///

·5· ·///

·6· ·///

·7· ·///

·8· ·///

·9· ·///

10· ·///

11· ·///

12· ·///

13· ·///

14· ·///

15· ·///

16· ·///

17· ·///

18· ·///

19· ·///

20· ·///

21· ·///

22· ·///

23· ·///

24· ·///

25· ·///
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·1· ·///

·2· ·///

·3· ·///

·4· ·///

·5· ·///

·6· ·///

·7· ·///

·8· ·///

·9· ·///

10· ·///

11· ·///

12· ·///

13· ·///

14· ·///

15· ·///

16· ·///

17· ·///

18· ·///

19· ·///

20· ·///

21· ·///

22· ·///

23· ·///

24· ·///

25· ·///
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·1· ·///

·2· ·///

·3· ·///

·4· ·///

·5· ·///

·6· ·///

·7· ·///

·8· ·///

·9· ·///

10· · · · · · · · (END CONFIDENTIAL SESSION)

11· · · · · · ·MS. REIF:· And, Ms. Hogle, I want to come

12· ·back to the line of questioning that you were

13· ·engaging in.· And I think it may require recalling

14· ·your witness, Ms. -- Kobliha?· I'm sorry if I didn't

15· ·pronounce that correctly.

16· · · · · · ·But before we do that, I do want to finish

17· ·with the order that we've been going in and allow

18· ·Nucor to -- I think the representation at the

19· ·beginning of the hearing was that they weren't going

20· ·to necessarily participate.· But I do have a couple

21· ·of questions, and I think they do intend to put on

22· ·the witness.

23· · · · · · ·MR. COOK:· Sure.· Your Honor, since our

24· ·comments were essentially a written nature, we have

25· ·Pete Mattheis here that can answer questions.
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·1· · · · · · ·MS. REIF:· Okay.

·2· · · · · · ·MR. COOK:· The Court calls Pete Mattheis.

·3· · · · · · ·MS. REIF:· Mr. Mattheis, please take the

·4· ·witness stand and I will swear you in.

·5· · · · · · ·Do you swear to tell the truth, sir?

·6· · · · · · ·MR. MATTHEIS:· I do.

·7· · · · · · ·MS. REIF:· Okay.· Very good.

·8· · · · · · ·Counsel, do you want to start with him, or

·9· ·do you want me into go ahead and --

10· · · · · · ·MR. COOK:· Whatever Your Honor wants.· If

11· ·it's easier for you to do it, that's fine.· I'm

12· ·happy to start with him.

13· · · · · · ·Well, I was just going to ask my

14· ·questions, but I was first going to first ask

15· ·everyone if they have questions.

16· · · · · · ·So it doesn't appear like anybody else has

17· ·questions.

18· · · · · · · · · · · ·EXAMINATION

19· ·BY MS. REIF:

20· · · ·Q.· · So Mr. Mattheis, you've heard these

21· ·questions before.· They are the same questions that

22· ·I asked the U.S. Magnesium witness, Mr. Roger

23· ·Swenson, and so this will just take a moment.

24· · · · · · ·And just to orient you, this relates to

25· ·the reply comments that the Company filed, their
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·1· ·most recent comments on April 16th.· And on page 11

·2· ·of those comments and in the very first complete

·3· ·paragraph, it states that "the Company is not

·4· ·opposed to allocating an overall percentage decrease

·5· ·to Nucor and U.S. Magnesium."

·6· · · · · · ·Do you agree with the new proposal to

·7· ·include special contracts, in particular, the Nucor

·8· ·special contract, into this docket?

·9· · · ·A.· · Yes, ma'am, I do.

10· · · ·Q.· · Okay.· Thank you.

11· · · · · · ·And there was some discussion also in this

12· ·paragraph about the allocation factor and how that

13· ·rate reduction is to be implemented.· And I don't

14· ·know if you have had a chance to review that.

15· · · · · · ·Have you had a chance to review that, sir?

16· · · ·A.· · Very superficially.· I will say I've read

17· ·through it and looked at it.

18· · · ·Q.· · If you haven't reviewed it enough to

19· ·answer my question, that's perfectly fine.· You

20· ·don't have to give me an affirmative or a negative

21· ·response.· You can just say, "I haven't had a chance

22· ·to review it enough."

23· · · · · · ·But I'm just curious to know whether, if

24· ·you have had a chance to review it to your

25· ·satisfaction to answer this question, whether you
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·1· ·believe that the allocation factor is correct

·2· ·inasmuch as the rate reduction has been correctly

·3· ·calculated with respect to Nucor?

·4· · · ·A.· · I would say my review has been a little

·5· ·too superficial to answer that fully.· It looks like

·6· ·it's in the right ballpark.

·7· · · ·Q.· · Okay.

·8· · · ·A.· · But all I've really done is eyeball it.

·9· · · ·Q.· · Okay.· That is an honest answer.· Thank

10· ·you very much, sir.

11· · · · · · ·And unless there's any follow-up, I will

12· ·excuse you.· And thank you for being here today for

13· ·questioning.

14· · · ·A.· · Thank you.

15· · · · · · ·MS. REIF:· So barring anything else right

16· ·now, I think I want to come back to what struck me

17· ·as something that may be worthwhile discussing while

18· ·we're all here.

19· · · · · · ·And with respect to Rocky Mountain Power's

20· ·witness, Ms. Kobliha -- I hope I'm pronouncing that

21· ·right?

22· · · · · · ·MS. KOBLIHA:· Yes.

23· · · · · · ·MS. REIF:· Ms. Kobliha, would you please

24· ·come back to the witness stand?· I do want to ask

25· ·you just a couple of things, and hopefully it won't
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·1· ·take much of your time.

·2· · · · · · · · · ·FURTHER EXAMINATION

·3· ·BY MS. REIF:

·4· · · ·Q.· · So I'm going to be careful here because,

·5· ·in part, my question relates to the confidential

·6· ·exhibit, and I'm not going to be getting into any

·7· ·detail of that other than just referencing it; so I

·8· ·just want to make sure that you're aware of that and

·9· ·comfortable with that up front.

10· · · · · · ·I believe you indicated in your initial

11· ·testimony that Rocky Mountain Power had come to an

12· ·agreement last week in Wyoming that 100 percent of

13· ·the tax refund, tax rebate, would be going back

14· ·immediately to rate payers in Wyoming.

15· · · · · · ·Did I understand that correctly?

16· · · ·A.· · So it's similar to -- comparative to the

17· ·76.2; so for Wyoming's annualized benefit, which is

18· ·right around $24-, $25 million would be going back

19· ·effective -- it was June -- 1st? -- I can't remember

20· ·the date right now -- on that annualized basis until

21· ·the next rate case or until we bump into some of the

22· ·other caveats we added in that settlement with WIEC

23· ·around if we see a downgrade or are put on credit

24· ·watch.

25· · · ·Q.· · If you were giving the customers of
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·1· ·Wyoming that offer or you came to that agreement,

·2· ·why aren't Utah customers afforded the same

·3· ·treatment?

·4· · · ·A.· · So that agreement was in exchange or in

·5· ·conjunction with approval of the CPCN for approval

·6· ·of -- let's make it clear.· With WIEC, we had agreed

·7· ·with WIEC that they would support our CPCN

·8· ·application.

·9· · · ·Q.· · For the record, could you clarify what

10· ·"WIEC" is?

11· · · ·A.· · Sorry.· The Wyoming Industrial Energy

12· ·Consumers.

13· · · · · · ·So we had agreed with WIEC that, for -- in

14· ·exchange for them supporting our Certificate for

15· ·Public Convenience and Necessity, the CPCN, on our

16· ·new wind and transmission line, plus the approval on

17· ·our re-powering proceeding that's going -- or

18· ·support on that proceeding, that, in exchange, we

19· ·would offer the 100 percent of the current tax

20· ·benefits which, like I said, is the equivalent of

21· ·around the $25 million a year.

22· · · · · · ·And in that agreement we also had those,

23· ·like I mentioned, the caveats around, to the extent

24· ·the Company is put on credit watch or receives

25· ·downgrade, that we could come in and adjust but
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·1· ·refer to as a "surcredit."· So the surcredit is how

·2· ·we would apply that benefit back to customers.· We

·3· ·can change that surcredit if we get ourselves into

·4· ·that situation.

·5· · · ·Q.· · What is it about Utah customers that make

·6· ·them different in the situation?· You'd explained

·7· ·why you came to that agreement in Wyoming, but why

·8· ·not give the same treatment to Utah customers?· Why

·9· ·do we have to wait and why does the confidential

10· ·exhibit, which is speculative by best estimates, I

11· ·think -- and I'm reading into your testimony a

12· ·little bit about the agreement with Wyoming -- but

13· ·is there a reasonable basis for not giving Utah

14· ·customer the refund?

15· · · ·A.· · Sure.· So the exhibit is a forecast using

16· ·the estimate of what the numbers are.· And, you

17· ·know, I think part of the difference here is, like I

18· ·said, the agreement that we had reached with WIEC,

19· ·the tax deferral hasn't been approved by the Wyoming

20· ·Commission.· It is simply a stipulation that we have

21· ·with WIEC in particular.· If other parties came in

22· ·and have a different suggestion or some other

23· ·proposal, we could end up in a different place; so

24· ·that might be the first thing to make sure we note.

25· · · · · · ·The calculations there are on a total
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·1· ·company basis.· And Utah is definitely the big dog

·2· ·we have going on here; so to the extent that Wyoming

·3· ·gets their $24 million, it's not going to force the

·4· ·--

·5· · · ·Q.· · What do you mean by "big dog"?

·6· · · ·A.· · They're the largest share -- our refund

·7· ·that we pass to active customers.

·8· · · ·Q.· · As you pointed out, though, these are

·9· ·company-wide numbers?

10· · · ·A.· · Correct.

11· · · ·Q.· · So why should Utah customers be held

12· ·accountable for a customer base system-wide --

13· · · ·A.· · Sure.

14· · · ·Q.· · -- calculation?

15· · · ·A.· · And I guess I don't see it as Utah

16· ·customers being held accountable for it.· I see it

17· ·as Wyoming -- we had a different -- other aspects

18· ·that we were considering, these particular projects

19· ·when we made that deal.· And we don't have that

20· ·situation or that opportunity at this point in Utah.

21· · · ·Q.· · Meaning, the opportunity to sell?

22· · · ·A.· · The opportunity to have a stipulation

23· ·where it would include refunding the dollars to Utah

24· ·customers in exchange for approval on the new wind

25· ·transmission and re-powering projects.
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·1· · · ·Q.· · Okay.

·2· · · ·A.· · At least at this point.· Yeah.· I don't

·3· ·know if that will further progress.

·4· · · ·Q.· · Okay.

·5· · · · · · ·Thank you, Ms. Kobliha, for answering my

·6· ·questions.· I appreciate it very much.

·7· · · · · · ·Is there any follow up?

·8· · · · · · ·MS. HOGLE:· There is.· Thank you.

·9· · · · · · · · · ·REDIRECT EXAMINATION

10· ·BY MS. HOGLE:

11· · · ·Q.· · Ms. Kobliha, the hearing officer asked you

12· ·questions.· And in her questions, she referred to

13· ·the calculations in Confidential Attachment 1 as

14· ·"speculative by best estimates."

15· · · · · · ·Do you think that Confidential Attachment

16· ·1 is "speculative by best estimates," or did

17· ·PacifiCorp use the best information available that

18· ·it had in order to calculate this information?

19· · · ·A.· · Yeah.· We definitely used the best

20· ·information that we have available to us.· And it's

21· ·a projection or a forecast as to what could occur

22· ·under various scenarios that we analyzed.

23· · · ·Q.· · And would you agree that the Company is

24· ·returning -- agrees that the refund from the Tax

25· ·Reform Act should be going back to customers and
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·1· ·that it intends to make whole its Utah customers and

·2· ·will not keep that refund but will treat it as -- if

·3· ·the Commission approves, as suggested in its

·4· ·filings.· And that is, at the most, as offsets to

·5· ·cost pressures?

·6· · · ·A.· · Yes.· So we fully intend to provide all

·7· ·the benefits of tax reform to Utah customers.· And I

·8· ·think what we're asking for is time to make sure

·9· ·that providing the benefits doesn't result in a

10· ·downgrade to the Company.· One of my ultimate goals

11· ·is to keep the Company financially healthy, and we

12· ·are very proud of our ratings that we have with the

13· ·rating agencies, because we believe it provides us

14· ·the ability to issue debts at a lower cost than what

15· ·otherwise might be issued by other parties who

16· ·aren't rated at our same level.

17· · · ·Q.· · Thank you.

18· · · · · · ·MS. REIF:· Thank you.

19· · · · · · ·Are there any other questions for the

20· ·witness?

21· · · · · · ·Ms. Baldwin.

22· · · · · · · · · ·RECROSS-EXAMINATION

23· ·BY MS. BALDWIN:

24· · · ·Q.· · Ms. Kobliha, isn't it true that, if you

25· ·were to give the $76.2 million to Utah rate payers
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·1· ·and if the Company were to suffer some type of

·2· ·adverse credit, isn't it true you could come in in

·3· ·Utah just as you're offering to do in Wyoming and

·4· ·file and request the change in the --

·5· · · ·A.· · So that's what we would actually request.

·6· ·Similar to what we -- the language we added in the

·7· ·stipulation in Wyoming is that, if the Company does

·8· ·see either a negative outlook or some sort of

·9· ·downgrade potential, that we would ask to have that

10· ·surcredit -- or whatever we'll call it here --

11· ·modified such that we wouldn't see that downgrade.

12· ·And, hopefully, it would be before a downgrade

13· ·occurs.· Sometimes it might be a, you know, a

14· ·too-little-too-late type of situation, which is

15· ·really -- the challenge with all of these is we

16· ·could get to the point where the rating agencies act

17· ·pretty fast and we see a downgrade before we have

18· ·the opportunity to mitigate it with increased cash

19· ·flow back to the Company.

20· · · · · · ·MS. BALDWIN:· That's all I have.· Thank

21· ·you.

22· · · · · · ·MS. REIF:· Just a follow-up on that

23· ·question.

24· · · · · · · · · ·FURTHER EXAMINATION

25· ·BY MS. REIF:
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·1· · · ·Q.· · Does that mean that you are modifying your

·2· ·proposal with that caveat?

·3· · · ·A.· · So if we were to get to a point where the

·4· ·order is 100 percent of the refund, that's what --

·5· ·we would like to see language that indicates that we

·6· ·could apply to that language that the Company does

·7· ·have the opportunity to come back in and request

·8· ·that $76 million be reduced, if we get to the $76

·9· ·million, in the event that the Company is either put

10· ·on negative watch or a downgrade.

11· · · · · · ·In the $61 million scenario, I would like

12· ·that language, but I'm not as concerned about it

13· ·because I think that any potential ratings review

14· ·that could result in a downgrade is probably far

15· ·enough in the future that other things will happen

16· ·in our business that could cause that to change.

17· · · · · · ·MS. REIF:· Thank you.· That was very

18· ·helpful clarification.· I really appreciate it.

19· · · · · · ·Any follow up, Ms. Hogle?

20· · · · · · ·MS. HOGLE:· Just one more, Your Honor.

21· · · · · · ·Thank you.

22· · · · · · · · · ·REDIRECT EXAMINATION

23· ·BY MS. HOGLE:

24· · · ·Q.· · Ms. Kobliha, in addition to your testimony

25· ·confirming what -- how the Company intends to treat
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·1· ·-- pending Commission approval, of course -- the

·2· ·balance of the refund to Utah customers, isn't it

·3· ·true that one of the things that the Company is also

·4· ·trying to balance is rate stability in -- and so

·5· ·also in response to Ms. Baldwin's question, it does

·6· ·result in a downgrade, a 100 percent refund.

·7· · · · · · ·What would that do to the goal the Company

·8· ·has on rate stability?

·9· · · ·A.· · So maybe the question is in the context

10· ·of, if we see a downgrade, then the Company would

11· ·likely, in their next step issuance, experience an

12· ·increase in the cost of that debt, which would

13· ·further put pressure on the need for additional

14· ·dollars from customers, is what we're trying to

15· ·avoid with that.

16· · · ·Q.· · So the rate stability goal would not be

17· ·achieved?

18· · · ·A.· · Right.· We would see an increase for that

19· ·in additional cost of debt.

20· · · · · · ·MS. HOGLE:· Those are all the questions I

21· ·have.· Thank you.

22· · · · · · · · · ·FURTHER EXAMINATION

23· ·BY MS. REIF:

24· · · ·Q.· · That would be the same thing you're

25· ·encountering or potentially encountering in Wyoming;
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·1· ·correct?

·2· · · ·A.· · If all the states end up at the 100

·3· ·percent level, then that's where we have the risk of

·4· ·the debt and the downgrading.· And, yeah, the debt

·5· ·would cost us more in the future.

·6· · · ·Q.· · I see.· Okay.· Thank you.

·7· · · · · · ·MS. REIF:· Anything else?· All right.

·8· · · · · · ·MR. DODGE:· One thing at the risk of

·9· ·sounding impertinent, have we adequately responded

10· ·to Your Honor's questions or concerns about the

11· ·manner in which the special contract refund

12· ·percentages were calculated?· Because if not, I'd

13· ·like to make sure we cleared that up.

14· · · · · · ·MS. REIF:· I think you have responded in

15· ·the manner in which you've responded.· We don't --

16· ·we believe there's an error.

17· · · · · · ·And Mr. Swenson is shaking his head --

18· ·nodding his head, I should say.· I'm not sure if

19· ·he's in agreement or whatever.

20· · · · · · ·But we believe that there's an error.· And

21· ·if necessary, we can clarify that in the order.  I

22· ·think there's a difference of 3.1 percent versus

23· ·3.5 percent.

24· · · · · · ·MR. DODGE:· I was wondering about that.

25· · · · · · ·MS. REIF:· Yes.
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·1· · · · · · ·MR. DODGE:· And that's why I was hoping,

·2· ·again, at the risk of being impertinent, to see if

·3· ·we could clear it up.

·4· · · · · · ·MS. REIF:· You're not being impertinent at

·5· ·all.

·6· · · · · · ·MR. DODGE:· I think Ms. Steward or

·7· ·Mr. Swenson, I think, could testify to this, if

·8· ·you'd like to, that they directly allocated a

·9· ·portion of the refund to these two customers based

10· ·on cost of service as opposed to taking the average

11· ·percentage decrease and applying that.

12· · · · · · ·And people here can clarify that if I'm

13· ·wrong.

14· · · · · · ·It's very close, particularly with respect

15· ·to U.S. Mag.· Either way, there's some notion that

16· ·the contracts may or may not contemplate and direct

17· ·the percentage -- the average percentage increase

18· ·versus -- and that's sort of where our comment's at.

19· · · · · · ·We're frankly okay with either one, but

20· ·what we did want to avoid was you not being able to

21· ·determine the appropriate refund in your order.

22· · · · · · ·And so if there's something in here, I'm

23· ·sure that --

24· · · ·Q.· · We very much appreciate that, Mr. Dodge.

25· ·And if the Company wants to put on an explanation
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·1· ·for that discrepancy, we're happy to hear it.· But

·2· ·it appeared to be an error, and we were just simply

·3· ·trying to flush that out.

·4· · · · · · ·MS. HOGLE:· Your Honor, it's up to you at

·5· ·this time.· I think, based on my discussions with my

·6· ·client, we're okay.· We will go back and look at it.

·7· ·But I think it would be helpful to know from the

·8· ·Commission, as I believe Your Honor indicated around

·9· ·this discussion, that they will note it in the

10· ·order.· I believe is what I heard from you.

11· · · · · · ·And so I think at this time, we can take

12· ·it back and scrutinize it and look at it and make

13· ·sure that what is filed is correct.

14· · · · · · ·MS. REIF:· Okay.

15· · · · · · ·And, Mr. Dodge, is that acceptable to you?

16· · · · · · ·MR. DODGE:· Yes.· That is acceptable.

17· · · · · · ·MS. REIF:· And to you too?

18· · · · · · ·MR. COOK:· Yes.· That's acceptable to

19· ·Nucor as well.

20· · · · · · ·MS. REIF:· Okay.· Thank you so much.

21· · · · · · ·Well, with that, I think we've covered all

22· ·the ground we need to cover today.

23· · · · · · ·I appreciate everyone's time.· And thank

24· ·you for being here to help the Commission make this

25· ·decision.
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·1· · · · · · ·Have a good rest of your day.

·2· · · · · · ·Oh.· Just one -- let me -- I'm sorry.

·3· · · · · · ·Just one thing before we totally convene.

·4· · · · · · ·And that is -- so there was an exhibit

·5· ·from the Office marked OCS-1.· And there was the

·6· ·exhibit from Rocky Mountain Power, Exhibit 1.

·7· · · · · · ·Is it the request from both parties that

·8· ·those be entered into evidence and made part of the

·9· ·transcript?

10· · · · · · ·MR. MOORE:· That is the request from the

11· ·Office for the Office's.

12· · · · · · ·MS. REIF:· Okay.

13· · · · · · ·And it would be a confidential exhibit.

14· · · · · · ·MS. HOGLE:· And I believe that those were

15· ·attached to the April 16th, 2018, comments, that

16· ·Confidential Attachment 1.

17· · · · · · ·MS. REIF:· Okay.

18· · · · · · ·MS. HOGLE:· And I believe that I moved to

19· ·enter that into the record.

20· · · · · · ·MS. REIF:· I just want to make sure.

21· · · · · · ·MS. HOGLE:· Thank for that.

22· · · · · · ·MS. REIF:· All right.· Very good.

23· · · · · · ·Thank you everyone.

24· · · · · · ·We are adjourned.

25· · · · · · (Hearing concluded at 12:41 p.m.)
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MooDY's
INVESTORS SERVICE


Rating Action: Moody's changes outlooks on 25 US regulated utilities primarily
impacted by tax reform


Global Credit Research - 19 Jan 2018


New York, January 19,2018 -- Moody's lnvestors Service, ("Moody's") has changed the rating outlooks to
negative from stable for 24 regulated utilities and utility holding companies; and to stable from positive for one
utility holding company in the United States. The short-term and long-term ratings for all 25 companies were
affirmed.


RATINGS RATIONALE


"Today's action primarily applies to companies that already had limited cushion in their rating for deterioration
in financial performance, will be incrementally impacted by changes in the tax law and where we now expect
key credit metrics to be lower for longer," said Jim Hempstead, a Managing Director at Moody's. "Utilities will
work closely with state regulators to try to mitigate the negative impact of tax reform and in some cases they
may seek to refine their corporate financial policies. Where successful, their rating outlooks could revert to
stable."


Tax reform is credit negative for US regulated utilities because the lower 21% statutory tax rate reduces cash
collected from customers, while the loss of bonus depreciation reduces tax deferrals, all else being equal.
Moody's calculates that the recent changes in tax laws will dilute a utility's ratio of cash flow before changes in


working capital to debt by approximately 150 - 250 basis points on average, depending to some degree on the
size of the company's capital expenditure programs. From a leverage perspective, Moody's estimates that debt
to total capitalization ratios will increase, based on the lower value of deferred tax liabilities.


The change in outlook to negative from stable for lhe 24 companies affected in this rating action primarily


reflects the incremental cash flow shortfall caused by tax reform on projected financial metrics that were
already weak, or were expected to become weak, given the existing rating for those companies. The negative
outlook also considers the uncertainty over the timing of any regulatory actions or other changes to corporate
finance polices made to offset the financial impact.


The change in outlook to stable from positive for American Electric Power Company, lnc. (AEP, Baal stable)
reflects Mòody's calculations that the projected ratio of cash flow before changes in working capital to debt,
incorporating the effects of tax reform, will remain in the mid-teens range. At this level, Moody's believes AEP's
Baal rating is appropriate.


The vast majority of US regulated utilities, however, continue to maintain stable rating outlooks. We do not
expect the cash flow reduction associated with tax reform to materially impact their credit profiles because
sufficient cushion exists within projected financial metrics for their current ratings. Nonetheless, further actions
could occur on a company specific basis.


Over the next 12 to 18 months, Moody's will continue to monitor the financial impact of tax reform on each
company, including its regulatory approach to rate treatment and any changes to corporate finance strategies.
This will include balance sheet changes due to the reclassification of excess deferred tax liabilities as a
regulatory liability and the magnitude of any amounts to be refunded to customers. lf the financial impact of tax
reform is more severe than Moody's initial estimates or the companies fail to materially mitigate any
weaknesses in their financial profiles, the ratings could be downgraded.


That said, Moody's expects that most utilities will attempt to manage any negative financial implications of tax
reform through regulatory channels. Corporate financial policies could also change. The actions taken by
utilities will be incorporated into the credit analysis on a prospective basis. As a result, it is conceivable that
some companies will sufficiently defend their credit profiles. For these companies, it is possible for the outlook
to return to stable.


Potential regulatory offsets to tax-related cash leakage could include: accelerated cost recovery of certain
regulatory assets or future investment; changes to the equity layer or allowed ROEs in rates, and other
actions. Changes to corporate financial policies could include changes to capitalization, the financing of future
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investments, dividend growth, or others. Some of these corporate measures could have a more immediate


boost to projected metiics than certain regulatory provisions, which may take time to approve and implement.


Outlook Actions:


..lssuer: American Electric Power Company, lnc.


....Outlook, Changed To Stable From Positive


..lssuer: Avista Corp.


....Outlook, Changed To Negative From Stable


..lssuer:Avista Corp. CaPital ll


....Outlook, Changed To Negative From Stable


..lssuer: Duke EnergY CorPoration


,...Outlook, Changed To Negative From Stable


.. lssuer: Entergy CorPoration


....Outlook, Changed To Negative From Stable


..lssuer: New Jersey Natural Gas Company


....Outlook, Changed To Negative From Stable


..lssuer: Northwest Natural Gas Company


....Outlook, Changed To Negative From Stable


..lssuer: ONE Gas, lnc


.,..Outlook, Changed To Negative From Stable


..lssuer: Piedmont Natural Gas Company, lnc.


....Outlook, Changed To Negative From Stable


..lssuer: Public Service Company of Oklahoma


....Outlook, Changed To Negative From Stable


.,lssuer: Questar Gas ComPanY


....Outlook, Changed To Negative From Stable


..lssuer: South JerseY Gas ComPanY


....Outlook, Changed To Negative From Stable


,.lssuer: Alabama Power Capital Trust V


....Outlook, Changed To Negative From Stable


..lssuer: Alabama Power ComPanY


....Outlook, Changed To Negative From Stable


..lssuer: Southern ComPanY (The)


....Outlook, Changed To Negative From Stable


..lssuer: Southern Elect Generating Co
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,...Outlook, Changed To Negative From Stable


,.lssuer: Southwestern Public Service Company


....Outlook, Changed To Negative From Stable


..lssuer: Wisconsin Gas LLC


....Outlook, Changed To Negative From Stable


..lssuer: American Water Capital Corp,


....Outlook, Changed To Negative From Stable


lssuer: American Water Works Company, lnc.


....Outlook, Changed To Negative From Stable


Outlook Actions:


..lssuer: Consolidated Edison Company of New York, lnc,


....Outlook, Changed To Negative From Stable


.,lssuer: Consolidated Edison, lnc.


....Outlook, Changed To Negative From Stable


..lssuer: Orange and Rockland Utilities, lnc.


....Outlook, Changed To Negative From Stable


..lssuer: Brooklyn Union Gas Company, The


,...Outlook, Changed To Negative From Stable


..lssuer: KeySpan Gas East Corporation


....Outlook, Changed To Negative From Stable


Affirmations:


..lssuer: American Electric Power Company, lnc.


,... Commercial Paper, Affirmed P-2


....Senior Unsecured Shelf, Affirmed (P)Baa1


....Junior Subordinated Shelf, Affirmed (P)Baa2


....Senior Unsecured Regular Bond/Debenture, Affirmed Baal


..lssuer: Avista Corp.


.... lssuer Rating, Affirmed Baal


....Senior Secured First Mortgage Bonds, Affirmed A2


....Underlying Senior Secured First Mortgage Bonds, Affirmed A2


....Senior Secured Medium-Term Note Program, Affirmed (P)42


....Senior Secured Regular Bond/Debenture, Affìrmed A2


....Senior Unsecured Medium-Term Note Program, Affirmed (P)Baa1


..lssuer: Avista Corp. CaPital ll
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,...Pref. Stock Preferred Stock, Afiìrmed Baa2


..lssuer: Duke Energy Corporation


,... lssuer Rating, Affirmed Baal


....Junior Subordinated Regular Bond/Debenture, Affirmed Baa2


....Senior Unsecured Shelf, Affirmed (P)Baa1


....Senior Unsecured Bank Credit Facility, Affirmed Baal


....Senior Unsecured Commercial Paper, Affirmed P-2


....Senior Unsecured Regular Bond/Debenture, Affirmed Baal


.. lssuer: Entergy Corporation


,... lssuer Rating, Affirmed Baa2


....Senior Unsecured Commercial Paper, Affirmed P-2


....Senior Unsecured Regular Bond/Debenture, Affirmed Baa2


....Senior Unsecured Shelf, Affirmed (P)Baa2


..lssuer: New Jersey Natural Gas Company


.... Commercial Paper, Affirmed P-1


..lssuer: Northwest Natural Gas Company


.,.. Commercial Paper, Affirmed P-2


....Senior Secured Medium-Term Note Program, Affirmed (P)41


....Senior Unsecured Medium-Term Note Program, Affirmed (P)43


....Senior Secured Shelf, Affirmed (P)41


....Senior Unsecured Shelf, Affirmed (P)43


....Preferred Shelf, Affi rmed (P)Baa2


....Senior Secured First Mortgage Bonds, Affirmed A1


....Senior Secured Regular Bond/Debenture, Affirmed A1


..lssuer: ONE Gas, lnc


....Senior Unsecured Commercial Paper, Affirmed P-1


.,..Senior Unsecured Regular Bond/Debenture, Affirmed A2


..lssuer; Piedmont Natural Gas Company, lnc.


....Senior Unsecured Commercial Paper, Affirmed P-1


....Senior Unsecured Regular Bond/Debenture, Affirmed A2


..lssuer: Public Service Company of Oklahoma


,... lssuer Rating, Affirmed A3


....Senior Unsecured Regular Bond/Debenture, Affirmed A3
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..lssuer: Questar Gas ComPanY


....Senior Unsecured Commercial Paper, Affirmed P-1


,,..Senior Unsecured Medium-Term Note Program, Affirmed (P)42


....Senior Unsecured Regular Bond/Debenture, Affirmed A2


..lssuer: Alabama Power Capital Trust V


,...Pref. Stock Preferred Stock, AffÏrmed A2


..lssuer: Alabama Power CompanY


.... Commercial Paper, Affirmed P-1


.... lssuer Rating, Affirmed A1


...,Senior Unsecured Shelf, Affirmed (P)41


....Preferred Shelf, Affirmed (P)43


....Preference Shelf, Affirmed (P)43


....Pref. Stock Preferred Stock, Affirmed A3


....Senior Unsecured Bank Credit Facility, AffirméO Rl


.,..Senior Unsecured Commercial Paper, Affirmed P-1


....Senior Unsecured Regular Bond/Debenture, Affirmed A1


..lssuer: Columbia (Town of) AL, lndustrial Dev. Board


.,,.Senior Unsecured Revenue Bonds, Affirmed A1


....Senior Unsecured Revenue Bonds, Affirmed VMIG 1


..lssuer: Eutaw (City of) AL, lndustrial Dev. Board


....Senior Unsecured Revenue Bonds, Affirmed A1


....Senior Unsecured Revenue Bonds, Affirmed VMIG 1


..lssuer: Mobile (City of) AL, l.D.B.


....Senior Unsecured Revenue Bonds, Affirmed A1


....Senior Unsecured Revenue Bonds, Affirmed VMIG 1


..lssuer: Walker County Econ & lnd Dev Authority


....Senior Unsecured Revenue Bonds, Affirmed A1


....Senior Unsecured Revenue Bonds, Affirmed VMIG 1


..lssuer: West Jefferson (Town of) AL, lnd. Devel' Bd'


....Senior Unsecured Revenue Bonds, Affirmed A1


....Senior Unsecured Revenue Bonds, Affirmed VMIG 1


..lssuer: Wilsonville (Town of)AL, LD.B.


....Senior Unsecured Revenue Bonds, Affirmed A1


....Senior Unsecured Revenue Bonds, Affirmed VMIG I
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,...Underlying Senior Unsecured Revenue Bonds, Affirmed A1


..lssuer: South Jersey Gas ComPanY


,... lssuer Rating, Affirmed A2


....Senior Secured First Mortgage Bonds, Affirmed Aa3


,...Senior Secured Medium-Term Note Program, Affirmed (P)Aa3


....Senior Secured Regular BondiDebenture, Affirmed Aa3


....Senior Unsecured Commercial Paper, Affirmed P-1


..lssuer: New Jersey Economic Development Authority


....Senior Secured Revenue Bonds, Affirmed Aa3


....Underlying Senior Secured Revenue Bonds, Affirmed Aa3


....Senior Secured Revenue Bonds, Affirmed Aa2


....Underlying Senior Secured Revenue Bonds, Affirmed Aa2


..lssuer: Southern CompanY (The)


.... Commercial Paper, Affirmed P-2


,...Junior Subordinated Regular Bond/Debenture, Affirmed Baa3


....Senior Unsecured Shelf, Affirmed (P)Baa2


....Junior Subordinated Shelf, Affirmed (P)Baa3


....Senior Unsecured Bank Credit Facility, Affirmed Baa2


....Senior Unsecured Regular Bond/Debenture, Affirmed Baa2


..lssuer: Southern Elect Generating Co


.... lssuer Rating, Affirmed A2


....Senior Unsecured Regular Bond/Debenture, Affirmed A1


..lssuer: Southwestern Public Service Company


.... lssuer Rating, Affirmed Baal


....Senior Secured Shelf, Affirmed (P)42


....Senior Unsecured Shelf, Affirmed (P)Baa1


.,..Senior Secured First Mortgage Bonds, Affirmed A2


....Senior Unsecured Bank Credit Facility, Affirmed Baal


....Senior Unsecured Commercial Paper, Affirmed P-2


....Senior Unsecured Regular Bond/Debenture, Affirmed Baal


..lssuer: Wisconsin Gas LLC


,... Commercial Paper, Affirmed P-1


....Senior Unsecured Regular Bond/Debenture, Affirmed A2
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,.lssuer: American Water Capital Corp.


.... lssuer Rating, Affirmed A3


....Senior Unsecured Shelf, Affirmed (P)A3


....Senior Unsecured Commercial Paper, Affirmed P-2


....Senior Unsecured Regular Bond/Debenture, Affirmed A3


..lssuer: American Water Works Company, lnc.


.... lssuer Rating, Affirmed A3


..lssuer: Berks County lndustrial Development Auth., PA


....Senior Unsecured Revenue Bonds, Affirmed A3


..lssuer: California Pollution Control Financing Auth.


....Senior Unsecured Revenue Bonds, Affirmed A3


..lssuer: lllinois Development Finance Authority


....Senior Unsecured Revenue Bonds, Affirmed A3


..lssuer: lllinois Finance Authority


....Senior Unsecured Revenue Bonds, Affirmed A3


..lssuer: lndiana Finance Authority


....Senior Unsecured Revenue Bonds, Affirmed A3


..lssuer: MARICOPA COUNry INDUSTRIAL DEVELOPMENT AUTHORITY,


....Senior Unsecured Revenue Bonds, Affirmed A3


.,lssuer: Northampton County l.D.A., PA


....Senior Unsecured Revenue Bonds, Affirmed A3


..lssuer: Owen (County of) KY


....Senior Unsecured Revenue Bonds, Affirmed A3


.lssuer: Consolidated Edison Company of New York, lnc.


.... lssuer Rating, Affirmed A2


....Senior Unsecured Shelf, Affirmed (P)42


....Subordinate Shelf, Affirmed (P)A3


....Preferred Shelf, Affirmed (P)Baal


....Senior Unsecured Commercial Paper, Affirmed P-1


,...Senior Unsecured Regular Bond/Debenture, Affirmed A2


....Underlying Senior Unsecured Regular Bond/Debenture, Affirmed A2


..lssuer: New York State Energy Research & Dev. Auth.


....Senior Unsecured Revenue Bonds, Affirmed A2


....Underlying Senior Unsecured Revenue Bonds, Affirmed A2
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..lssuer: New York State Research & Development Auth.


....Senior Unsecured Revenue Bonds, Affirmed A2


,...Underlying Senior Unsecured Revenue Bonds, Affirmed A2


..lssuer: Consolidated Edison, lnc.


.... lssuer Rating, Affirmed A3


....Senior Unsecured Shelf, Affirmed (P)43


....Senior Unsecured Commercial Paper, Affirmed P-2


....Senior Unsecured Regular BondiDebenture, Affirmed A3


..lssuer: Orange and Rockland Utilities, lnc.


.... lssuer Rating, Affirmed A3


....Senior Unsecured Commercial Paper, Affirmed P-2


....Senior Unsecured Regular Bond/Debenture, Affirmed A3


..lssuer: Brooklyn Union Gas Company, The


....LT lssuer Rating, Affirmed A2


....Senior Unsecured Regular Bond/Debenture, Affirmed A2


..lssuer: New York State Energy Research & Dev. Auth.


.,..Backed LT IRB/PC lnsured, Affirmed A2


...Underlying LT IRB/PC, Affirmed A2


lssuer: KeySpan Gas East Corporation


....1T lssuer Rating, Affirmed A2


....Senior Unsecured Regular Bond/Debenture, Affirmed A2


The principal methodology used in rating Public Service Company of Oklahoma, Southwestern Public Service
Company, Southern Company (The), Alabama Power Company, Alabama Power Capital Trust V, Southern
Elect Generating Co, South Jersey Gas Company, Wisconsin Gas LLC, American Electric Power Company,
lnc., Duke Energy Corporation, Piedmont Natural Gas Company, lnc., Avista Corp., Avista Corp. Capital ll,
ONE Gas, lnc, New Jersey Natural Gas Company, Northwest Natural Gas Company, Questar Gas Company,
Entergy Corporation, Consolidated Edison, lnc., Consolidated Edison Company of New York, lnc., Brooklyn
Union Gas Company, The, KeySpan Gas East Corporation, and Orange and Rockland Utilities, lnc. was
Regulated Electric and Gas Utilities published in June 2017. The principal methodology used in rating
American Water Works Company, lnc. and American Water Capital Corp. was Regulated Water Utilities
published in December 2015. Please see the Rating Methodologies page on www.moodys.com for a copy of
these methodologies.


REGULATORY DISCLOSU RES


For ratings issued on a program, series or category/class of debt, this announcement provides certain
regulatory disclosures in relation to each rating of a subsequently issued bond or note of the same series or
category/class of debt or pursuant to a program for which the ratings are derived exclusively from existing
ratings in accordance with Moody's rating practices. For ratings issued on a support provider, this
announcement provides certain regulatory disclosures in relation to the credit rating action on the support
provider and in relation to each particular credit rating action for securities that derive their credit ratings from
the support provider's credit rating. For provisional ratings, this announcement provides certain regulatory
disclosures in relation to the provisional rating assigned, and in relation to a definitive rating that may be
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assigned subsequent to the final issuance of the debt, in each case where the transaction structure and terms


have- not changed prior to the assignment of the definitive rating in a manner that would have affected the


rating. For furtñer information please see the ratings tab on the issuer/entity page for the respective issuer on


www.moodys.com.


For any affected securities or rated entities receiving direct credit support from the primary entity(ies) of this


credit iating action, and whose ratings may change as a result of this credit rating action, the associated
regulatory ãisclosures will be those of the guarantor entity. Exceptions to this approach exist for the following


diõclosuräs, if applicable to jurisdiction: Ancillary Services, Disclosure to rated entity, Disclosure from rated


entity.


Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related


rating outlook or rating review.


The relevant office for each credit rating is identified in "Debt/deal box" on the Ratings tab in the DebUDeal List


section of each issuer/entity page of the website'


please see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal


entity that has issued the rating.


Please see the ratings tab on the issuer/entity page on vinvw.moodys.com for additional regulatory disclosures


for each credit rating.


Ryan Wobbrock
Vice President - Senior AnalYst
lnfrastructure Finance GrouP
Moody's lnvestors Service, lnc.
250 Greenwich Street
New York, NY '10007


U.S.A.
JOURNALISTS: 1 212 553 0376
Client Service:1212 553 1653


Jim Hempstead
MD - Utilities
lnfrastructure Finance GrouP
JOURNALISTS: 1 212 553 0376
Client Service:1212 553 1653


Releasing Office:
Moody's lnvestors Service, lnc.
250 Greenwich Street
New York, NY '10007


U.S.A.
JOURNALISTS: 1 212 553 0376
Client Service:1212 553 1653


MooDY's
INVESTORS SERVICE


O 2018 Moody's Corporation, Moody's lnvestors Service, lnc., Moody's Analytics, lnc. and/or their licensors and


affiliates (collectively,'MOODY'S'). All rights reserved.


CREDIT RAT¡NGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. AND ITS RATINGS


AFFTLTATES (,,MtS") ARE MOODY'S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT


RISK oF ENiITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT.LIKE SECURITIES, AND
MOODY'S PUBLICATIONS MAY INCLUDE MOODY'S GURRENT OPINIONS OF THE RELATIVE
FUTURE CREDIT RISK OF ENT¡TIES, CREDIT COMMITMENTS, OR DEBT OR DEBT.LIKE
SECURITIES. MOODY'S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET


ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED


FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY
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OTHER R¡SK,INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR
PRICE VOLATILITY. CREDIT RATINGS AND MOODY'S OPINIONS INCLUDED IN MOODY'S
PUBLICATIONS ARE NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. MOODY'S
PUBLICATIONS MAY ALSO INCLUDE QUANTITATIVE MODEL-BASED ESTIMATES OF CREDIT
RISK AND RELATED OPINIONS OR COMMENTARY PUBLISHED BY MOODY'S ANALYTICS, INC.


CREDIT RATINGS AND MOODY'S PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE
INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS AND MOODY'S PUBLICATIONS
ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD
PARTICULAR SECURITIES. NEITHER CREDIT RATINGS NOR MOODY'S PUBLICATIONS
COMMENT ON THE SUITABIL¡TY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR.
MOODY'S ISSUES ITS CREDIT RATINGS AND PUBLISHES MOODY'S PUBLICATIONS WITH THE
EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL, W¡TH DUE CARE, MAKE
ITS OWN STUDY AND EVALUAT¡ON OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR
PURCHASE, HOLD¡NG, OR SALE.


MOODY'S CREDIT RATINGS AND MOODY'S PUBLICATIONS ARE NOT INTENDED FOR USE BY RETAIL
INVESTORS AND IT WOULD BE RECKLESS AND INAPPROPRIATE FOR RETAIL INVESTORS TO USE
MOODY'S CREDIT RATINGS OR MOODY'S PUBLICATIONS WHEN MAKING AN INVESTMENT DECISION
IF IN DOUBT YOU SHOULD CONTACT YOUR FINANCIAL OR OTHER PROFESSIONAL ADVISER.


ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO,


COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE
REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED,
REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN


WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON
WITHOUT MOODY'S PRIOR WRITTEN CONSENT.


CREDIT RATINGS AND MOODY'S PUBLICATIONS ARE NOT INTENDED FOR USE BY ANY PERSON AS A
BENCHMARK AS THAT TERM IS DEFINED FOR REGULATORY PURPOSES AND MUST NOT BE USED IN


ANY WAY THAT COULD RESULT IN THEM BEING CONSIDERED A BENCHMARK.


All information contained herein is obtained by MOODY'S from sources believed by it to be accurate and
reliable. Because of the possibility of human or mechanical error as well as other factors, however, all
information contained herein is provided "AS lS" without warranty of any kind. MOODY'S adopts all necessary
measures so that the information it uses in assigning a credit rating is of sufficient quality and from sources
MOODY'S considers to be reliable including, when appropriate, independent third-party sources. However,
MOODY'S is not an auditor and cannot in every instance independently veriff or validate information received
in the rating process or in preparing the Moody's publications.


To the extent permitted by law, MOODY'S and its directors, officers, employees, agents, representatives,
licensors and suppliers disclaim liability to any person or entity for any indirect, special, consequential, or
incidental losses or damages whatsoever arising from or in connection with the information contained herein or
the use of or inability to use any such information, even if MOODY'S or any of its directors, officers, employees,
agents, representatives, licensors or suppliers is advised in advance of the possibility of such losses or
damages, including but not limited to: (a) any loss of present or prospective profits or (b) any loss or damage
arising where the relevant financial instrument is not the subject of a particular credit rating assigned by
MOODY'S.


To the extent permitted by law, MOODY'S and its directors, officers, employees, agents, representatives,
licensors and suppliers disclaim liability for any direct or compensatory losses or damages caused to any
person or entity, including but not limited to by any negligence (but excluding fraud, willful misconduct or any
other type of liability that, for the avoidance of doubt, by law cannot be excluded) on the part of, or any
contingency within or beyond the control of, MOODY'S or any of its directors, officers, employees, agents,
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Moody's lnvestors Service, lnc., a wholly-owned credit rating agency subsidiary of Moody's Corporation
('MCO'), hereby discloses that most issuers of debt securities (including corporate and municipal bonds,


àebentures, notes and commercial paper) and preferred stock rated by Moody's lnvestors Service, lnc. have,


prior to assignment of any rating, agreed to pay to Moody's lnvesto¡s Service, lnc. for appraisal and rating


bervices renlered by it fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain
policies and procedúres to address the independence of MIS's ratings and rating processes, lnformation


regarding certain affiliations that may exist between directors of MCO and rated entities, and between entities


who hold ratings from MIS and have also publicly reported to the SEC an ownership interest in MCO of more


than 5%, is poéted annually at www.moodys.com under the heading "lnvestor Relations - Corporate


Governance - Director and Shareholder Affiliation Policy'"


Additional terms for Australia only: Any publication into Australia of this document is pursuant to the Australian


Financial Services License of MOODY'S affiliate, Moody's lnvestors Service Pty Limited ABN 61 003 399


657AFSL 336969 and/or Moody's Analytics Australia Pty Ltd ABN 94 105 136 972 AFSL 383569 (as


applicable). This document is intended to be provided only to "wholesale clients" within the meaning of section


Zbì C of tne Corporations Act 2001. By continuing to access this document from within Australia, you represent


to MOODY'S that you are, or are accessing the document as a representative of, a "wholesale client" and that


neither you nor the entity you represent will directly or indirectly disseminate this document or its contents to
"retail clients" within the meaning of section 761G of the Corporations Act 2001. MOODY'S credit rating is an


opinion as to the creditworthiness of a debt obligation of the issuer, not on the equity securities of the issuer or


any form of security that is available to retail investors. lt would be reckless and inappropriate for retail investors


to úse MOODY'S Credit ratings or publications when making an investment decision. lf in doubt you should


contact your financial or other professional adviser.


Additional terms for Japan only: Moody's Japan K.K. ("MJKK") is a wholly-owned credit rating agency subsidiary


of Moody's Group Japan G.K., which is wholly-owned by Moody's Overseas Holdings lnc., a wholly-owned


subsidiary of MCO. Moody's SF Japan K.K. ('MSFJ') is a wholly-owned credit rating age¡cy subsidiary of
MJKK. n¡Sf¡ ¡s not a Nationally Recognized Statistical Rating Organization ("NRSRO"). Therefore, credit


ratings assigned by MSFJ are Non-NRSRO Credit Ratings. Non-NRSRO Credit Ratings are assigned by an


entity that is not a NRSRO and, consequently, the rated obligation will not qualify for certain types of treatment
undér U.S. laws. MJKK and MSFJ are credit rating agencies registered with the Japan Financial Services
Agency and their registration numbers are FSA Commissioner (Ratings) No. 2 and 3 respectively.


MJKK or MSFJ (as applicable) hereby disclose that most issuers of debt securities (including corporale and


municipal bonds, debentures, notes and commercial paper) and preferred stock rated by MJKK or MSFJ (as


applicable) have, prior to assignment of any rating, agreed to pay to MJKK or MSFJ (as applicable)for
aþþraisal ánd rating services rendered by it fees ranging from JPY200,000 to approximately JPY350,000,000.


MJKK and MSFJ also maintain policies and procedures to address Japanese regulatory requirements.
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 1    April 18, 2018                            10:00 am
 2
                    P R O C E E D I N G S
 3
 4             MS. REIF:  We are on the record.  Welcome
 5   everyone.  I'm Melanie Reif.  I am the presiding
 6   officer and administrative law judge for the Utah
 7   Public Service Commission.
 8             And this morning we are having a hearing
 9   in Docket 17-035-69.  This matter is entitled
10   "Investigation of Revenue Requirement Impacts of the
11   New Federal Tax Legislation titled:  An act to
12   provide for reconciliation pursuant to Titles II and
13   V of the concurrent resolution of the budget for
14   fiscal year 2018."
15             Before we get to the substantive part of
16   the hearing, I want to handle a procedural issue
17   which deals with the petitions to intervene that are
18   pending before the Commission.
19             And I would like to ask -- well, first of
20   all, we have three petitions.  We have a petition
21   from Utah Association of Energy Users, U.S.
22   Magnesium, and Utah Industrial Energy Consumers.
23             Is there any objection to granting those
24   motions as presented to the Commission?
25             Hearing none, the Commission grants each
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 1   of those motions for the reasons that they were
 2   submitted.
 3             So we'll proceed with the substantive part
 4   of the hearing, and we'll start by taking
 5   appearances.
 6             And Ms. Hogle, if you would please start.
 7             MS. HOGLE:  Good morning.  Yvonne Hogle on
 8   behalf of Rocky Mountain Power.
 9             With me at counsel table is Ms. Nikki
10   Kobliha, who is vice president and chief financial
11   officer and treasurer of PacifiCorp.
12             And behind me are Steve McDougal.  He is
13   the director of revenue requirements for Rocky
14   Mountain Power.
15             Joelle Steward, who is the vice president
16   of regulation for Rocky Mountain Power.
17             And, I believe, Jana Saba, who is the
18   manager, Utah manager of regulatory affairs.
19             We also have Mr. Jonathan Hale, who is the
20   senior tax director for PacifiCorp.
21             And they are here to answer any questions
22   in the event that there are questions that
23   Ms. Kobliha cannot respond to.
24             Thank you.
25             MS. REIF:  Thank you, Ms. Hogle.
0010
 1             For the record, could you kindly spell
 2   your witness's last name?
 3             MS. HOGLE:  Yes.  It's K-o-b-l-i-h-a.
 4             MS. REIF:  Thank you.
 5             Mr. Jetter.
 6             MR. JETTER:  Good morning.  I'm Justin
 7   Jetter with the Utah Attorney General's Office.  I'm
 8   here this morning representing the Utah Division of
 9   Public Utilities.
10             With me at counsel table is Division of
11   Public Utilities analyst, Lane Mecham.
12             MS. REIF:  Thank you.
13             Mr. Moore.
14             MR. MOORE:  Robert Moore of the Attorney
15   General's Office, representing the Office of
16   Consumer Services.
17             With me at counsel table is Cheryl Murray,
18   a utility analyst at the Office of Consumer
19   Services.
20             We have a consultant, Donna Ramos, on the
21   phone.
22             MS. REIF:  Very good.
23             And do you intend to call both Ms. Murray
24   and Ms. Ramos?
25             MR. MOORE:  We plan to call Ms. Murray and
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 1   have Ms. Ramos available for questioning if somebody
 2   has a question on the report she provided to the
 3   Office and with the exhibit to Ms. Murray's
 4   comments.
 5             MS. REIF:  Okay.  Very good.  Thank you so
 6   much.
 7             Let me just clarify.  Do we have Ms. Ramos
 8   on the line?
 9             MS. RAMOS:  Yes, I'm here.
10             MS. REIF:  Okay.  Thank you.  Welcome.
11             Mr. Dodge.
12             MR. DODGE:  Good morning, Your Honor.
13   Gary Dodge on behalf of -- appearing this morning on
14   behalf of the Utah Association of Energy Users as
15   well as on behalf of U.S. Magnesium, LLC.
16             We have Mr. Kevin Higgins available as a
17   witness for UAE.  He is available to answer
18   questions and offer testimony as appropriate at the
19   time.
20             And Mr. Roger Swanson is here on behalf of
21   U.S. Magnesium.
22             MS. REIF:  Very good.  Thank you very
23   much.
24             Good morning.
25             MS. BALDWIN:  Good morning, Your Honor.
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 1             Vicki Baldwin for the Utah Industrial
 2   Energy Consumers, UIEC.
 3             And with me today I have Maurice Brubaker
 4   on the phone.  And I just wanted to note that he has
 5   indicated that it's hard to hear the people on here
 6   if we don't speak into the microphone.  I think he
 7   can't hear a lot of the others.
 8             MS. REIF:  Okay.  Very good.
 9             Mr. Brubaker, are you on the line with us?
10             MR. BRUBAKER:  Yes, I am.
11             MS. REIF:  Okay.  Thank you for joining us
12   today.
13             And just -- excuse me?
14             MR. COOK:  My name is Jeremy Cook.  Jeremy
15   Cook and Pete Mattheis.
16             MS. REIF:  You'll want to make sure your
17   microphone is on and right up to your face.
18             MR. COOK:  Jeremy Cook and Pete Mattheis.
19   We're here on behalf of Nucor Corporation.
20             We don't plan to provide any additional
21   comments except for the comments we submitted.
22             MS. REIF:  Okay.  You will be staying for
23   the hearing?  Because I do have questions for you.
24             MR. COOK:  Correct.
25             MS. REIF:  Very good.  All right.  Thank
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 1   you, sir.
 2             Just a quick little note as to what
 3   Ms. Baldwin mentioned about the difficulty of being
 4   able to hear.  It's really important that you speak
 5   into your microphone and that your microphone is on
 6   when you do so.  And that will make it easier for
 7   everyone to hear on the telephone or the streaming.
 8   And, most importantly, for our court reporter to get
 9   a clear and correct transcription of our hearing
10   today.
11             So with that being said, Ms. Hogle, you
12   have the floor.
13             MS. HOGLE:  Rocky Mountain Power calls
14   Ms. Nikki Kobliha.
15             MS. REIF:  Ms. Kobliha, could you please
16   take the stand.
17             And I'll swear you in.
18             Do you swear to tell the truth?
19             MS. KOBLIHA:  Yes.
20             MS. REIF:  Thank you very much.
21                    DIRECT EXAMINATION
22   BY MS. HOGLE:
23       Q.    Good morning, Ms. Kobliha.
24             Can you please state and spell your name
25   for the record and provide your address as well.
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 1       A.    Yes.  Nikki Kobliha.
 2             N-i-k-k-i, K-o-b-l-i-h-a.
 3             My address is 825 NE Multnomah, Suite
 4   1900, Portland, Oregon 97232.
 5       Q.    And what is your position at PacifiCorp?
 6       A.    I am the VP and chief financial officer
 7   and treasurer of PacifiCorp.
 8       Q.    And can you provide some background of
 9   your work experience?
10       A.    Yes.  I've been with PacifiCorp for almost
11   21 years in various roles of increasing
12   responsibility in the finance organization.  I was
13   appointed as chief financial officer and treasurer
14   in August of 2015, where I am responsible for
15   internal and external reporting, treasury, tax,
16   internal audit, and financial planning and analysis.
17       Q.    And are you familiar with the application
18   the Company filed on January 12, 2018?
19       A.    Yes, I am.
20       Q.    Are you also familiar with the comments
21   that were filed by the Company on February 7th,
22   2018; March 16th, 2018; and April 16th, 2018?
23       A.    Yes, I am.
24       Q.    And were they prepared at your direction
25   or with your assistance?
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 1       A.    Yes.  I was involved in all those filings.
 2       Q.    Are you prepared to adopt those comments
 3   as your own?
 4       A.    Yes, I am.
 5       Q.    Okay.
 6             MS. HOGLE:  Your Honor, at this time, I'd
 7   like to enter the comments of Rocky Mountain Power
 8   filed February 7th, 2018; Rocky Mountain Power's
 9   tariff application, exhibits, and workpapers filed
10   March 16th, 2018; and the comments and confidential
11   exhibit and attachment filed along with Rocky
12   Mountain Power's reply comment on April 16th, 2018,
13   as exhibits into the record.
14             MS. REIF:  Any objection?
15             Seeing none, they are admitted.
16             MS. HOGLE:  Thank you.
17       Q.    (BY MS. HOGLE)  Ms. Kobliha, do you have a
18   summary that you would like to provide today?
19       A.    Yes, I do.
20       Q.    Please proceed.
21       A.    Thank you.
22             So in December of 2017, Congress passed
23   and the President signed HR1, more commonly referred
24   to as the "Tax Act."  The passage of the Tax Act
25   resulted in several changes that impact the Company
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 1   as detailed in our comments filed February 7th.
 2             As a reminder, the items most impacting
 3   the Company include a reduction in the federal
 4   income tax rate from 35 percent to 21 percent.  The
 5   requirement to normalize the excess deferred income
 6   taxes associated with public utility property using
 7   an average rate assumption methodology, or more
 8   commonly referred to as "ARAM," the elimination of
 9   business depreciation for public utility companies
10   and the repeal of the domestic production activities
11   deduction.
12             The result of the changes outlined in the
13   Tax Act is a net reduction in taxes that the Company
14   is going to need to remit to the Internal Revenue
15   Service starting in 2018.  The amount of the benefit
16   is still being calculated, but the estimate that we
17   submitted was $76.2 million on a Utah jurisdictional
18   basis, without the amortization of the excess
19   deferred income taxes.
20             The estimate of the amortization of the
21   excess deferred income taxes is fairly complex
22   because of the number of assets the Company owns and
23   depreciates; therefore, we ask for a little bit more
24   time to complete that calculation.
25             If you actually look at PacifiCorp's Form
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 1   10K that we filed in December of -- that we filed in
 2   '18 related to 2017 -- excuse me -- you'll see that
 3   the Company reported a federal excess deferred
 4   income tax liability of $2.358 billion.  And the
 5   majority of that needs to be amortized using this
 6   ARAM method that I referred to.
 7             As outlined in the Company's February 7th,
 8   2018, filing and then further discussed in our March
 9   16th filing, the Company at the time recommended
10   refunding to customers $20 million or 25 percent of
11   the estimated $76.2 million of benefits, effective
12   May 1st.
13             In the comments filed April 16th, the
14   Company revised its position, and now proposes to
15   refund $61 million or 80 percent of the estimated
16   benefit, consistent with the amounts proposed by the
17   Utah Association of Energy Users.
18       Q.    Why is the Company not recommending to
19   refund 100 percent of the benefits to customers
20   immediately?
21       A.    So the Company intends to pass back all
22   the benefits to customers.  In both the February 7th
23   and the March 16th filing, we noted two reasons why
24   we didn't propose refunding 100 percent of the
25   benefits immediately.
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 1             The first reason was rooted in the goal of
 2   rate stabilization for customers, to actually use
 3   these costs or use the benefits to offset no cost
 4   increases.  A couple of the items that we
 5   specifically noted were the Deer Creek closure costs
 6   and a projected increase in depreciation rates.
 7   Applying the tax benefits against those cost
 8   pressures should result in some rate stabilization.
 9             The second and most important reason for
10   deferring the refund to customers to a later date
11   was driven by the impacts of an immediate refund on
12   PacifiCorp's credit metrics.  So the -- refunding
13   amounts too quickly would weaken our strong credit
14   metrics and potentially result in a ratings
15   downgrade which, over the long term, means an
16   increase in debt cost that would be passed on to
17   customers.
18             So in addition to -- we actually provided
19   some information from the three rating agencies
20   where they issued releases earlier in the year
21   indicating how the tax reform would probably have a
22   negative impact on utility companies' metrics.
23             And then we also provided a link to a
24   presentation prepared by the Brattle Group, which
25   explains how refunding the benefits will weaken the
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 1   Company's credit metrics.  The theory of the
 2   weakened metrics will reach a reality purpose at
 3   PacifiCorp, but to the extent of how much that is
 4   will depend on the refund that we provide to
 5   customers.
 6       Q.    So now that the estimates of the tax
 7   reform benefits are better understood, have you been
 8   able to estimate the impact of a 100 percent refund
 9   on the Company's credit metrics?
10       A.    Yes, I have.
11             While the numbers are still changing,
12   we've actually been using our business plan model,
13   which is referred to as the UI plan or model, to try
14   to get a better understanding of various scenarios
15   that could impact the Company and our credit rating
16   metrics.
17             So in our UI plan model, we actually take
18   all of the inputs from our business plan.  That's
19   going to be all our forecasted revenue, our cost,
20   cash flows, debt maturities -- anything on the
21   balance sheet -- and try to get a holistic picture
22   of what's going to happen to the Company.
23             So Confidential Exhibit 1 that we attached
24   to the April 16th filing details those various
25   scenarios that we've analyzed that I'd like to
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 1   actually discuss today in order to try to explain
 2   how it works and what it might mean to the Company.
 3       Q.    And before you proceed --
 4             MS. HOGLE:  I have to tell you at this
 5   time, Your Honor, that we are entering into a
 6   discussion of the confidential information.
 7             MS. REIF:  Okay.  And based on that, I
 8   assume you're making a motion to go into a
 9   confidential session?
10             MS. HOGLE:  I am making a motion.
11             Thank you.
12             MS. REIF:  Thank you.
13             We'll grant your motion, Ms. Hogle.
14             And to that extent, Sherrie, could you
15   ensure that this streaming is ended.  Thank you.
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 7                (END CONFIDENTIAL SESSION)
 8             MS. REIF:  And, Ms. Hogle, you could
 9   proceed with the last bit of your questioning.
10             MS. HOGLE:  Thank you.
11       Q.    (BY MS. HOGLE)  Ms. Kobliha, based on
12   these scenarios that you just described, what are
13   you recommending today?
14       A.    In an effort to keep the Company
15   financially healthy, I would recommend an interim
16   rate reduction at no more than $61 million, which
17   was the filed estimate with the rates included in
18   the attached Exhibit 2 of the Company's filing made
19   April 16th, 2018.
20             And the amounts above the excess -- or,
21   excuse me -- the amounts above the $61 million
22   refund would be deferred and will accrue interest
23   consistent with the March 16th, 2018, filing.
24             And the Company's June 15th, 2018, filing
25   will include the final tax calculation of the Utah
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 1   tax benefits.
 2       Q.    Thank you, Ms. Kobliha.
 3             MS. HOGLE:  At this time, Ms. Kobliha is
 4   available for questions.
 5             MS. REIF:  Thank you.
 6             Mr. Jetter, questions for the witness?
 7             MR. JETTER:  No questions, Your Honor.
 8             Thank you.
 9             MS. REIF:  Okay.
10             Mr. Moore?
11             MR. MOORE:  Just a couple of questions.
12                    CROSS-EXAMINATION
13   BY MR. MOORE:
14       Q.    Regarding the issue of cost pressures, on
15   page 6 of RMP's April 16th reply comments --
16             MS. REIF:  One moment, Mr. Moore.
17             Could you make sure your microphone is on
18   and pulled a little more closely to your face.
19             MR. MOORE:  How's this?
20             MS. REIF:  Is that better?  Okay.  I'm
21   just not hearing you guys as profoundly as I am
22   maybe others; so --
23             MR. MOORE:  I'll see if I can speak
24   louder.
25             MS. REIF:  Okay.  Thank you.
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 1       Q.    (BY MR. MOORE)  Regarding the issue of
 2   cost pressure, which is referred to on page 6 of
 3   Rocky Mountain Power's April 16th reply comments,
 4   Rocky Mountain Power stated that "The Division
 5   dismissed the Company's concerns, claiming that cost
 6   pressures are not a reason to return less than the
 7   full amount to customers' costs because the cost
 8   pressures are unknown."
 9             However, later on you stated "There are
10   items that are known at this time that could
11   mitigate the tax deferral before the next general
12   rate case."
13             You gave one example -- Rocky Mountain
14   Power gave one example of its expiring tax credits.
15             Is this your understanding?
16       A.    My understanding is we actually gave more
17   than one example.
18       Q.    Yes.  The one example.
19       A.    Yes.
20       Q.    At this point in time, it's not known if a
21   portion of the wind fleet is to be re-powered.  And
22   if that partial wind fleet is to be re-powered, how
23   many and which projects in the wind fleet may be
24   re-powered?  Because we won't know this until the
25   resolution of Docket 17-035-39, the wind re-powering
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 1   docket, and the parallel dockets in the other states
 2   in PacifiCorp's territory.  Is this correct?
 3       A.    The PTCs as they currently exist will
 4   expire to the extent that we qualify for additional
 5   PTCs for every re-powering that we finalize until
 6   that proceeding has been concluded.  Correct.
 7       Q.    Therefore, we don't know the extent to
 8   which the expiring PTCs will cause upward pressure
 9   at this time.  Isn't that correct?
10       A.    So we know the extent that the pressure
11   will be for the PTCs that will expire.  But, then,
12   yes.  There's a subsequent document that will pick
13   up the PTCs under the re-powering, all of which is
14   utilized to offset the cost of the new capital that
15   we are investing in, in order to re-power those
16   facilities.
17       Q.    It's also not known at this time whether
18   the change in other components in PacifiCorp's
19   revenue have the effect of offsetting the increase
20   in PacifiCorp's upward pressure caused by the
21   expiring PTCs or other known cost pressures.
22             Is that correct?
23       A.    In terms of other items that are happening
24   to the business?  Is that the question?
25       Q.    That's correct.
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 1       A.    Correct.
 2             So the items that I actually discussed in
 3   the confidential exhibit were excerpts from our
 4   business plan.  And in that, we would have factored
 5   in all costs, and to the extent that we were hitting
 6   metrics before tax reform, that, to me, indicates
 7   that we've sort of offset those components with
 8   various issues happening at the Company prior to tax
 9   reform.  It's sort of a holistic view of the
10   Company, if that makes sense.
11       Q.    Yes.
12             Do you know for sure what those components
13   are and how would they be provided for, say, in a
14   general rate case?
15       A.    Going down to a rate case level in a
16   particular state, I have not done that particular
17   review.  It's more of a holistic view of what's
18   happening at the Company.
19       Q.    PacifiCorp was aware of the expiring PTCs
20   on October 23rd when it publicly announced it would
21   not increase the rate base before 2021.
22             Isn't that correct?
23       A.    In that we would not go in for a new rate
24   case until 2021?
25       Q.    That's correct.
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 1       A.    Yes.  We have known about those pieces.
 2       Q.    You also stated that there will be a cost
 3   pressure caused by the new depreciation study set to
 4   be filed September, 2018.
 5             Is that correct?
 6       A.    Yes.  That's correct.
 7       Q.    And, again, you do not know on a specific
 8   rate case level whether other components of the
 9   revenue requirement will offset those costs?
10       A.    So the depreciation pressure specific for
11   Utah does relate to the theoretical reserve
12   give-back that has been approved in Utah.  I believe
13   it's to the tune of the $20 million adjustment; so
14   that is a known cost pressure that our next
15   depreciation study would no longer have in it,
16   because that theoretical reserve should be
17   eliminated.  So that absolutely is going to be a
18   pressure to the extent that other things are
19   offsetting it holistically, even though I can't
20   really opine on that right now.  We have to wait
21   until we get to that point in time.
22             But I will also offer that the Company has
23   been investing in its coal fleet for the last five
24   years in between the depreciation study in order to
25   continue our position of having safe, reliable
0034
 1   electricity.  And when we have the investment in
 2   that coal fleet, those terminal assets cause upward
 3   pressure on the depreciation rates because you can't
 4   push that depreciation out over the original 35, 40,
 5   50 years at those facilities.
 6             So that in itself will cause rate
 7   pressure.
 8       Q.    And this rate pressure could possibly be
 9   offset by other components in the revenue
10   requirement?
11       A.    So, in my view of what I've seen in our
12   business plan, that rate pressure is very
13   significant.  And we don't have the means to cut our
14   O&M to counterbalance that significant increase in
15   that depreciation rate.
16       Q.    And, again, you were aware of the pending
17   depreciation study and the termination of the $20
18   million in excess give-back on October 23rd, 2017,
19   when you publicly announced there would be no rate
20   case before 2020 and rates would not increase before
21   2021?
22             MS. HOGLE:  Objection.  Asked and
23   answered.
24             MR. MOORE:  Well, I asked and answered
25   about the PTCs.  That's a question I haven't asked
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 1   her about the depreciation.
 2             MS. REIF:  Do you withdraw your objection?
 3             MS. HOGLE:  I do.
 4             MS. REIF:  Go ahead, please, Mr. Moore.
 5       Q.    (BY MR. MOORE)  Again, were you aware of
 6   the pending depreciation study and the impact on the
 7   cost pressures on October 23rd, 2017, when you
 8   publicly announced that you will not increase your
 9   rate bases before 2021?
10       A.    The assumption of when the depreciation
11   study comes into effect, I think, is an important
12   issue; so we would have to get through that
13   proceeding.  Right now, we would assume that the
14   rates would go in effect 1/1/2020, which would be in
15   that time period where we wouldn't go in for a case.
16   However, we would also be requesting deferral of
17   that year and not have anything go into effect until
18   1/1/2021, which would be a period in which we would
19   be allowed to file a rate case.
20       Q.    Regarding the reductions associated with
21   the tax reform impact in PacifiCorp's credit
22   profile, the Company hasn't been notified by any
23   credit rating agency that the credit rating will be
24   downgraded if it reduces the current rates to be
25   flat impact of federal tax reform on the revenue
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 1   requirement?
 2       A.    We have not currently been put on credit
 3   watch by any of the credit rating agencies,
 4   partially because we have not gone through and
 5   determined what we will be refunding to customers
 6   and when.
 7       Q.    Are you aware that Moody's has downgraded
 8   the credit outlook for 25 U.S. regulated utilities
 9   to the impact of federal tax reform?
10       A.    Yes, I am.
11             MR. MOORE:  May I approach and hand an
12   exhibit?
13             MS. REIF:  Yes.
14       Q.    (BY MR. MOORE)  I want to ask you:  Do you
15   recognize this document?
16       A.    Yes.
17       Q.    You've seen it before?
18       A.    Yes, I have.
19       Q.    Directing your attention to Paragraph 2,
20   which provides "Today's action primarily applies to
21   companies that had already limited the cushion in
22   their rating for deterioration in financial
23   performance."  They will be "incrementally impacted
24   by changes in the tax law where we now expect key
25   metrics to be lower for longer."
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 1             Prior to the tax change, did PacifiCorp
 2   have a limited cushion in the rating for the
 3   deterioration of financial performance?
 4       A.    So if you look back on the confidential
 5   exhibit that we presented --
 6             MR. MOORE:  Should we go streaming again
 7   if she's going to speak about the confidential
 8   information?
 9             MS. KOBLIHA:  Are they talking about the
10   actuals?  So, to me, that's not a forecast of
11   components.
12             So in there, we list our actual 2016
13   Moody's FFO/Debt ratio, which was 23.2 percent.  And
14   then our 2017, which is 21.1 percent.
15             So with Moody's providing this guidance
16   that we have to be in excess of 20 percent, we are
17   meeting those metrics in those two historical time
18   periods.
19       Q.    (BY MR. MOORE)  Can I direct your
20   attention to Paragraph 6, which provides "The vast
21   majority of U.S. regulated utilities, however,
22   continue to maintain stable rating outlooks.  We do
23   not expect the cash flow reductions associated with
24   tax reform to materially impact their credit
25   profiles, because sufficient cushion exists within
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 1   projected financial metrics for their current
 2   ratings."
 3             Prior to the tax change, did PacifiCorp
 4   maintain a stable outlook?
 5       A.    Yes, we did.
 6       Q.    And, of course, PacifiCorp is not one of
 7   the 25 utilities that had their credit rating
 8   downgraded?
 9       A.    Correct.
10             MR. MOORE:  I think I'm going to ask some
11   questions about Exhibit 1.  You may want to go into
12   confidential session again.
13             MS. REIF:  Can you be more specific,
14   Mr. Moore?  Are you planning to address confidential
15   information or information that's already been
16   discussed in open session?
17             MR. MOORE:  No.  I'm going to be
18   discussing information that's been discussed in
19   closed session.
20             MS. REIF:  So are you making a motion to
21   go into confidential --
22             MR. MOORE:  Yes, I am.
23             MS. REIF:  -- closed session?  Okay.
24             All right.  Then for the reason mentioned,
25   we will be back in closed session.
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16               (END CONFIDENTIAL SESSION)
17             MS. REIF:  And we have just completed with
18   questions by Mr. Moore of the witness.
19             And we'll move on to Mr. Dodge.
20             MR. DODGE:  Thank you, Your Honor.
21                    CROSS-EXAMINATION
22   BY MR. DODGE:
23       Q.    Good morning, Ms. Kobliha.
24             I want to confirm one thing.
25             Your understanding that the Company today
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 1   is asking this Commission to approve the amount of
 2   dollars to be returned and the spread of those
 3   dollars, but not -- am I correct in assuming you're
 4   not asking them today to confirm the treatment of
 5   the excess deferred income tax?
 6       A.    Correct.  So we're asking for the 62.09 to
 7   be the interim rate reduction and that the ARAM, the
 8   excess deferred income taxes, be deferred and
 9   handled in the next general rate case or sooner, to
10   the extent that there's some other issue that we
11   would come in and request utilization of that
12   amortization to offset.
13       Q.    Maybe that's where my confusion is.
14             Are you asking the Commission today to
15   rule that the non-protected excess deferred income
16   tax numbers will be deferred until at least the next
17   rate case?  Or are you saying that issue will be
18   addressed following your June 15th filing?
19       A.    So we're asking to defer all the
20   difference, anything in excess of $61 million to no
21   later than the next general rate case.
22       Q.    To "no later than."  But will that be an
23   issue, in your mind, that could be addressed after
24   your June 15th filing?
25       A.    No.  I think our position on June 15th
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 1   would still be the same.  We'll just have a better
 2   estimate of what all the numbers look like.  But we
 3   would still be recommending the $61 million refund
 4   and deferral of everything else.
 5       Q.    And I do recognize your position.  I guess
 6   I'm trying to get at whether you think the
 7   Commission today has to make the decision on the
 8   deferral of the non-protected excess deferred income
 9   taxes or whether that can be made after the filing
10   on June 15th?
11       A.    I guess my whole point is that we intend
12   to give all the funds back; so to the extent there's
13   anything in excess of the $61 million, we will be
14   deferring it, at least until there is some other
15   decision from the Commission and to the extent that
16   they offer some other decision at some point in
17   time.  I guess I'm not sure how that would -- I'm
18   not asking for that.  I'm just asking for the $61
19   million refund to go to customers.
20       Q.    Today?
21       A.    Correct.
22       Q.    Thank you.
23             MR. DODGE:  I have no further questions.
24             MS. REIF:  Thank you.
25             Ms. Baldwin?
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 1             MS. BALDWIN:  No questions.
 2             MR. MOORE:  I have -- I know this is
 3   unusual.  And if there's an objection, I'll withdraw
 4   this.  But I missed a question that's kind of
 5   important.  I wonder if I could ask that now.
 6             MS. REIF:  Ms. Hogle, any objection?
 7             MS. HOGLE:  No objection.
 8             MS. REIF:  Thank you.
 9             Mr. Moore, please go ahead.
10                   RECROSS-EXAMINATION
11   BY MR. MOORE:
12       Q.    In your business models in exhibit -- in
13   the confidential exhibit, does that include the new
14   wind and transmission and the re-powering?
15       A.    Yes, it did.
16       Q.    Thank you.
17             MS. REIF:  Anything further, Mr. Moore?
18       Q.    (BY MR. MOORE)  Other than you're aware
19   that they haven't been approved yet -- those
20   projects?
21       A.    I am aware of that, yes.
22       Q.    Thank you.
23             MR.  MOORE:  I have nothing more.
24             Thank you, Ms. Hogle, for allowing me to
25   ask that question.
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 1             MS. REIF:  Thank you, Mr. Moore.
 2             Ms. Kobliha, thank you for being here
 3   today to answer our questions.
 4             And I have a few for you.
 5                       EXAMINATION
 6   BY MS. REIF:
 7       Q.    And in the event that some of this may be
 8   repetitive to what clarification you've already
 9   provided, I apologize.
10             But I just want to make sure that -- to
11   the extent that I understand the issues -- and I
12   want to make sure that the Commission is getting
13   exactly what we need in order to enter an order in
14   this particular docket; so please bear with me.
15             I want to ask you a question about -- I
16   want to draw your attention to the Company's reply
17   comments that were filed on April 16th.
18             And in a couple of different places in
19   those reply comments, the Company makes reference to
20   the $61 million credit.  For example, on pages 1 and
21   2; and, again, on page 5 of the filing.
22             And in reference to those, it mentions
23   that the $61 million -- PacifiCorp states that it's
24   adopting UAE's proposal to implement $61 million
25   rate credit as the initial refund.  UAE's request
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 1   goes a bit beyond what is referenced in the filing.
 2   I just wanted to ask you, first of all, are you
 3   aware of what UAE is requesting, inasmuch as they're
 4   asking for implementing a rate reduction effective
 5   on or before May 1st, 2018, through Rocky Mountain
 6   Power's proposed tariff schedule 197 designed to
 7   return at least $61 million to Utah customers during
 8   calendar year 2018, which should amount -- which
 9   amount should later be adjusted to reflect 100
10   percent of the revenue requirement reduction
11   associated with the lower fit (sic) rate and repeal
12   of the DPAD applied to the ROO for the period ending
13   December 31st, 2018.
14             That was a lot.
15       A.    I got all those acronyms.  I'm good.
16       Q.    Great.
17       A.    Yeah.  I am aware of what they filed.  And
18   perhaps the clarity is the component that we are
19   adopting is the specific interim rate reduction of
20   the $61 million.  We are not yet recommending that,
21   let's say, by that June 15th filing, we would go to
22   100 percent.  The position would be, from our
23   perspective, if we could hold off and get the
24   additional time to see what happens to, you know,
25   conversations with rating agencies, other aspects of
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 1   the business that could result in improvement to the
 2   metrics that we are unaware at this point.
 3             So right now, it would just be the
 4   component of the $61 million rate credit.
 5       Q.    Okay.  So just to reiterate, you are not
 6   adopting UAE's proposal in its entirety?
 7       A.    Correct.
 8       Q.    And without getting into any confidential
 9   information, but recognizing what's been said in
10   open session about the concern about the Moody's
11   rating and how that might impact the change -- as a
12   result of the tax change, did you take that into
13   consideration when you prepared your Rocky Mountain
14   Power Exhibit No. 1, the confidential exhibit that
15   we referenced earlier?
16       A.    I'm sorry.  Did I take into consideration?
17       Q.    Did you take into consideration the
18   information that is supplied in the Office's
19   exhibit?
20       A.    I am sorry.  I'm not quite sure I know the
21   Office's exhibit off the top of my head.
22       Q.    Were you not supplied a copy of the
23   exhibit?
24       A.    Oh, sorry.
25             So did I take into consideration that the
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 1   Company has currently not been put on negative
 2   watch?  I'm not quite sure what I would have taken
 3   into consideration from the Moody's release here.
 4             And maybe I can expand a little bit more
 5   about what Moody's says to us?
 6       Q.    Is there anything about the information in
 7   the Office's exhibit that would have impacted your
 8   presentation in Exhibit 1?
 9       A.    No.
10       Q.    Okay.
11       A.    We have specific guidance from Moody's
12   that, when we were performing all the calculations,
13   that's what we were factoring in.  And actually the
14   calculations are just math.  There wasn't anything
15   in particular that we had to take into consideration
16   or to come up with these ratios.
17       Q.    Okay.  Thank you.
18             Could you please reiterate over what time
19   period PacifiCorp proposes to refund the $61
20   million?
21       A.    So effective May 1st, 2018, we would have
22   a reduction to rates of that $61 million level.  And
23   it would go on.  That's the annual rate reduction
24   that customers would see from the offset as being
25   the benefit the Company would realize for the
0049
 1   components of not having to pay the IRS.
 2       Q.    So you're looking to fully refund that
 3   amount by the end of 2018?  Is that correct?
 4       A.    So the $61 million annual number -- so we
 5   would start the reduction May 1st.  So by the next
 6   12 months, it would be a full $61 million.  And that
 7   would just continue, really, until you go into the
 8   general rate case.  At that point, all components of
 9   taxes will be factored into all of our calculations
10   and would just naturally flow back to customers when
11   you reset rates.
12             So as an interim step, we're suggesting
13   giving that $61 million annual until that point in
14   time.
15       Q.    Okay.  Thank you.
16             I'd like to ask you a question about your
17   March 16th filing.  Do you have that available?
18       A.    I do.
19       Q.    On page 13 of that filing, in paragraph
20   2(b), there's a reference to the carrying charges.
21             And my question is:  So you make reference
22   to the carrying charges being equal to the most
23   recently approved customer deposit rate.
24             And will you be anticipating that based on
25   your amended position that was filed just more
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 1   recently on April 16th?
 2       A.    No.  We would like to continue with the
 3   customer deposit rate as the interest rate that
 4   would be applied to the deferred balances.
 5       Q.    Okay.  And is it your intent to update the
 6   carrying charge annually consistent with this annual
 7   approval of the update for customer deposit rate?
 8       A.    Yes.  Sorry.
 9             They're close to that one.
10       Q.    Do we need to call somebody else to answer
11   that question?
12       A.    I can answer it based on that, unless you
13   can have them up here, if you'd like.
14       Q.    Okay.  My next question is about Schedules
15   21 and 31 that are not included in the cost of
16   service study.
17             MS. HOGLE:  Your Honor?
18             MS. REIF:  Yes.
19             MS. HOGLE:  I believe you're going into
20   material that perhaps would be better addressed by
21   Ms. Joelle Steward at this time.
22             MS. REIF:  Oh.  Okay.
23             MS. KOBLIHA:  Yeah.  Those schedules would
24   be a lot better suited --
25             MS. REIF:  Okay.
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 1             MS. HOGLE:  So the Company calls
 2   Ms. Joelle Steward.
 3             MS. REIF:  Okay.  Very good.  Thank you.
 4             You may be excused.
 5             MS. HOGLE:  Except that I have one
 6   redirect question.
 7             MS. REIF:  Okay.
 8             MS. HOGLE:  And I can either do that right
 9   now or after your question.
10             And she can -- Joelle Steward can sit by
11   me, if that would be --
12             MS. REIF:  I have other questions.  And I
13   assume that Ms. Steward would be the appropriate
14   person to answer them.  And I apologize for asking
15   the wrong witness.
16             I wasn't aware that you were calling
17   Ms. Steward, but that's very helpful.
18             MS. HOGLE:  Sure.
19             Now, I think at the beginning, I indicated
20   that we brought other executives from our company to
21   answer any questions that Ms. Kobliha may not be
22   able to respond to.
23             MS. REIF:  My apologies.
24             MS. HOGLE:  The Company calls Joelle
25   Steward.
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 1             MS. REIF:  You wanted to ask something on
 2   redirect, I think.
 3             MS. HOGLE:  Oh, yes, just one question.
 4                   REDIRECT EXAMINATION
 5   BY MS. HOGLE:
 6       Q.    Ms. Kobliha, Mr. Moore, as he was
 7   cross-examining you, asked you to turn to the
 8   Company's April 16th filing, page 6.
 9             Would you turn to that page again, please.
10       A.    Just one second.  Yes.
11       Q.    And he specifically referenced the second
12   sentence there, and I'll read that to you.
13             "The Division dismissed the Company's
14   concern, claiming that these are not reasons to
15   return less than the full amount to customers
16   because the cost pressures are not known."
17             And he, I believe, asked you to confirm
18   that we had only -- that the Company had only
19   mentioned one known cost pressure.
20             So in response to that, I'm not sure that
21   the exchange was clear enough, I would like you to
22   read from -- beginning from "While final impacts"
23   all the way down to "next general rate case" and
24   stop there before "to illustrate."
25             Can you read that into the record?
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 1       A.    Yes.
 2             "While final impacts of some of the known
 3   cost pressures are not yet final, there are items
 4   that are known at this time that could be mitigated
 5   with the tax deferral before the next general rate
 6   case, including the regulatory assets for the Deer
 7   Creek mine closure and the energy and balance market
 8   implementation.  Other cost drivers, such as the
 9   expiration of the production tax credits, or PTCs,
10   and the upcoming depreciation study are known cost
11   pressures that will be reflected in the Company's
12   next general rate case."
13       Q.    Thank you.
14             MS. HOGLE:  The Company calls Ms. Joelle
15   Steward.
16             MS. REIF:  Ms. Kobliha, you may be
17   excused.  Thank you for your testimony.
18             MS. KOBLIHA:  Thank you.
19             MS. REIF:  And I assume you'll remain in
20   case there are additional questions that come up?
21             MS. KOBLIHA:  Yes.
22             MS. REIF:  Okay.  Thank you.
23             Ms. Steward, do you swear to tell the
24   truth?
25             MS. STEWARD:  Yes.
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 1             MS. REIF:  Thank you.
 2             MS. HOGLE:  Ms. Steward is available for
 3   questions.
 4             MS. REIF:  Thank you.
 5             Given the line of questioning, I'm
 6   assuming that I will go ahead and ask her questions.
 7   And if there are other questions from the other
 8   parties that they will as well.
 9             Or is your desire to have the other
10   parties ask questions first and then me?
11             MS. HOGLE:  Whatever your preference is,
12   Your Honor.
13             MS. REIF:  Okay.  Let me just ask the
14   other parties.
15             Are there any questions for Ms. Steward?
16             Seeing none, I will ask the questions.
17                       EXAMINATION
18   BY MS. REIF:
19       Q.    Ms. Steward, thank you for being available
20   this morning.  The Commission appreciates that.
21             And I want to ask you about Schedules 21
22   and 31.
23             As I started to mention to the prior
24   witness, those schedules are not included in the
25   cost of service study.  And I wanted to ask you if
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 1   it is the Company's intent that the rate base factor
 2   for those schedules will receive the same treatment
 3   as Schedule 9?
 4       A.    Yes.
 5       Q.    Okay.  Could you please explain the
 6   rationale for developing their allocated percentage
 7   of refund?
 8       A.    It's similar to what we do in our energy
 9   balancing account where they are not reflected in
10   our allocations for net power costs in the cost of
11   service.  But they are -- they do get rates similar
12   to -- their rates are tied to Schedule 9; so we add
13   in those revenues and tie it back to Schedule 9 for
14   other allocation purposes when we have other
15   adjustment schedules following a rate case.
16             So when the rates are actually designed,
17   they are tied to Schedule 9.
18       Q.    Thank you.
19             I'd like to direct your attention to your
20   -- PacifiCorp's reply comments dated March -- or,
21   excuse me -- April 16th.
22             And if you would please go to page 11.  In
23   the first complete paragraph on that page, the
24   Company states that "the Company is not opposed to
25   allocating an overall percentage decrease to Nucor
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 1   and U.S. Magnesium."
 2             And then there's a reference to the
 3   attached exhibit and to the Exhibit B which was
 4   filed with the March 16th filing.
 5       A.    Yes, I see that.
 6       Q.    The March 16th filing, however, was at a
 7   time when the Company had a different position about
 8   Nucor and U.S. Magnesium.
 9             So in reviewing that particular exhibit,
10   Exhibit B to the March 16th filing, and it would be
11   Exhibit B, page 1 of 11 --
12       A.    Yes.
13       Q.    -- lines 19 and 20.
14             Do you perceive a correction that needs to
15   take place there?
16       A.    In -- from the March filing?  Well, we did
17   make that change in the April filing.  We changed
18   our position, yes.
19       Q.    Correct.  But you referenced an exhibit,
20   this particular exhibit?
21       A.    Oh.
22       Q.    And inasmuch as this particular exhibit is
23   referenced, it was at a time when the Company had a
24   different position.  And I believe that you -- it
25   doesn't take into consideration the overall rate
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 1   reduction.
 2       A.    Correct.
 3             So Exhibit 2 is a revision of Exhibit B.
 4   The two main pieces of that revision --
 5       Q.    Exhibit 2 of the?
 6       A.    Of the April.
 7       Q.    Okay.  Let me take a look at that.
 8       A.    So that is on page --
 9       Q.    Okay.  So your filing intends to not
10   reference the Exhibit B necessarily from March 16th,
11   but inasmuch as the --
12       A.    We were referencing that it's essentially
13   -- we revised what had been previously provided.
14       Q.    Okay.
15       A.    It's essentially the same format, just the
16   changes are the amount, and then the allocations
17   will include special contract estimates 1 and 2.
18       Q.    I see that.  Okay.  Thank you very much
19   for making that clear.
20             Back to your April 16th reply comments.
21   It doesn't appear that you addressed the Division's
22   recommendation to identify the refund determined in
23   this docket on customers' bills as a separate line
24   item.
25             And the Commission wishes to know if you
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 1   just overlooked that or whether you have a response
 2   to that issue.
 3       A.    I think we did just overlook that.  We are
 4   not opposed to reflecting that as line items.
 5       Q.    Is it your intent to do so, then?
 6       A.    Yes, we will do so.
 7       Q.    Okay.  All right.
 8             And I think I have just one other question
 9   for you.
10             And, again, thank you for being here
11   because I think you mentioned the EIM earlier, or I
12   know it was mentioned.
13             And in the same reply comments on page 6,
14   in that last full paragraph, there's reference to
15   the EIM, the Energy and Balance Market.
16             And the question is:  If -- assuming that
17   there are EIM market costs, why are those costs not
18   offset by EIM benefits?
19       A.    So these are EIM implementation costs; so
20   they're sort of fixed cost for administration of
21   EIM, is my understanding.  And they are not
22   reflected in the energy balancing account as most
23   cost and benefits are.
24             So a separate regulatory asset was
25   created.  And I don't -- I cannot point back to
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 1   which docket that was created in and that the
 2   treatment of those costs would be subject to a
 3   determination in a future rate case, is my
 4   understanding.
 5             But they are more fixed in nature for
 6   administrative purposes.
 7       Q.    Thank you Ms. Steward.
 8             I don't believe I have any other
 9   questions.
10             I assume you'll remain here in case other
11   questions do come up.
12             MS. REIF:  And, Ms. Hogle, do you have any
13   redirect?
14             MS. HOGLE:  No redirect.  Thank you.
15             MS. REIF:  Okay.  Thank you very much.
16             Do you wish to call anyone else?
17             MS. HOGLE:  Not at this time.  Thank you.
18             MS. REIF:  Okay.  Thank you.
19             Mr. Jetter.
20             MR. JETTER:  Thank you.
21             The Division would like to call and have
22   sworn in Lane Mecham.
23             MS. REIF:  Mr. Mecham, would you come and
24   have a seat at the witness stand, please.
25             Do you swear to tell the truth?
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 1             MR. MECHAM:  I do.
 2             MS. REIF:  Thank you.  You may be seated.
 3                    DIRECT EXAMINATION
 4   BY MR. JETTER:
 5       Q.    Good morning.  Would you please state your
 6   name and occupation for the record.
 7       A.    My name is Lane Mecham.  I am a utility
 8   analyst with the Division of Public Utilities.
 9       Q.    Thank you.
10             And in the course of your employment with
11   the Division of Public Utilities, have you had the
12   opportunity to review the filings in this docket?
13       A.    Yes.
14       Q.    And did you create and cause to be filed
15   with the Commission an action request dated
16   February 3rd, 2018, along with comments and reply
17   comments dated April 9th and April 16th, 2018?
18       A.    Yes.
19       Q.    Do you have any corrections or changes
20   that you'd like to make to those?
21       A.    No.
22       Q.    And do those comments reflect the position
23   of the Division of Public Utilities accurately?
24       A.    Yes.
25       Q.    Thank you.
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 1             MR. JETTER:  I'd like to move at this time
 2   to enter into the record the action request response
 3   along with the comments I have identified here from
 4   Mr. Mecham.
 5             MS. REIF:  Any objection?
 6             Seeing none, they are admitted.
 7       Q.    (BY MR. JETTER)  Thank you.
 8             Have you prepared a brief statement
 9   summarizing the Division's position?
10       A.    I have.
11       Q.    Please go ahead.
12       A.    The Division recommends that the
13   Commission order the Company to refund the full
14   $76.2 million estimated tax savings created by the
15   tax cuts and jobs act.
16             Customers are paying a base rate which was
17   set based on an assumed tax rate of 35 percent.
18   That rate is now 21 percent.
19             The Company's proposal to continue
20   collecting a portion of the difference and defer to
21   offset future costs is neither just nor reasonable.
22             The Company's arguments that it will
23   provide better rate stability and/or that it's
24   credit rating may be impacted by cash flow changes
25   are unpersuasive.  While the Division does recognize
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 1   that there are benefits to rate stability, it does
 2   not support the creation of a deferral account for
 3   the purpose of offsetting future costs.
 4             Customer rates should be based primarily
 5   on the current cost of serving them.  The cost
 6   savings resulting from the reduced tax rate should
 7   be passed on to today's customers.
 8             We recommend that the accrued balance as
 9   of April 30th, 2018, or approximately $25 million,
10   be refunded to ratepayers as a one-time credit
11   effective May 1st, 2018.
12             We further recommend that the remaining
13   savings be passed through to customers by creating a
14   rate that will refund customers based on their
15   usage.  This can be done by allocating the savings
16   in the same manner as the proposed tariff schedule
17   197.
18             These recommendations will appropriately
19   pass the cost savings to customers quickly and
20   efficiently.  While the Division believes this is
21   the most appropriate method at this time, we
22   recognize that some uncertainty exists about the
23   amount of the estimate and is not strongly opposed
24   to the Company's proposal of beginning to refund $61
25   million starting May 1st, 2018.  However, the
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 1   Division believes this is only a time deferment of
 2   the estimated tax savings amount and then begin to
 3   refund the full amount at that time.
 4             The Division remains strongly opposed to
 5   mixing costs and benefits as the Company has
 6   requested.
 7             The Company's request to pull Deer Creek
 8   mine costs from the EBA and offset them with tax
 9   savings should be denied.
10             And I will clarify our position as well
11   based on something that was said earlier.  And I
12   wasn't sure about the exchange between Mr. Dodge and
13   Ms. Kobliha.  But we would be opposed to a decision
14   today on the excess deferred income tax position.
15             Thank you.
16       Q.    And I'd like to ask you just a quick
17   follow up to clarify something that I think we're
18   possibly a little bit unclear on.
19             Is it your understanding, or is it your --
20   I mean -- start that question over again.
21             Is it the Division's recommendation to the
22   Commission that the refund of the $61 million, if it
23   were to adopt that recommendation by other parties,
24   would be completed by the end of 2018?
25       A.    The Division's position is that the full
0064
 1   amount of the refund, when that is determined, be
 2   refunded this year; so if it was determined in June
 3   that 76.2 is the actual tax savings that the Company
 4   -- that the cost before tax expense will be reduced,
 5   that should be refunded in 2018.
 6             So we're saying that $61 million is okay
 7   to start now but that we would expect the full
 8   amount to be refunded within 2018 and then get a
 9   rate set that continues to refund those annual
10   estimated savings until the next general rate case.
11       Q.    Thank you.  That clarifies what I think we
12   were a little uncertain about.
13             Thank you.
14             MR. JETTER:  I have no further questions
15   for Mr. Mecham.  He's available for cross by other
16   parties.
17             MS. REIF:  Thank you, Mr. Jetter.
18             Ms. Hogle?
19             MS. HOGLE:  Is it okay if I take my turn
20   out of turn?
21             MS. REIF:  Sure.  If you wish.
22             MS. HOGLE:  Thank you.
23             MS. REIF:  So we'll go to Mr. Moore.
24             MR. MOORE:  No questions.  Thank you.
25             MS. REIF:  Mr. Dodge?
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 1                    CROSS EXAMINATION
 2   BY MR. DODGE:
 3       Q.    Mr. Mecham, can you clarify the Division's
 4   current position with respect to whether Nucor and
 5   U.S. Magnesium should be included in the refund
 6   that's determined by the Commission?
 7       A.    Yes, they should be included in the
 8   refund.
 9       Q.    So to clarify:  Although the initial
10   action request suggested that there was a reason for
11   us not to include them, the Division has now
12   concluded that they should be included in the
13   refund?
14       A.    Yes.  After further conversations with
15   those parties, we have determined that they should
16   be included in the tax refund.
17       Q.    Thank you.
18             MR. DODGE:  No further questions.
19             MS. REIF:  Thank you.
20             MS. BALDWIN:  No questions.
21             MS. REIF:  Back to you, Ms. Hogle.
22             MS. HOGLE:  No questions.  Thank you.
23             MS. REIF:  Okay.
24             Mr. Mecham, I have -- oh.
25             MR. MECHAM:  I was hoping to get out of
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 1   the hot seat earlier.
 2             MS. REIF:  Certainly.  You'll have to
 3   stick around for just a couple of minutes longer.
 4                       EXAMINATION
 5   BY MS. REIF:
 6       Q.    So circling back on your testimony that is
 7   the Division's recommendation that the full $76.2
 8   million be refunded and that amount be refunded
 9   within this year, within 2018 -- and I summarize
10   that correctly?  Is that --
11       A.    Yes.
12       Q.    -- your understanding?  Okay.
13             How would the Division propose that that
14   refund be allocated?
15       A.    Based off the proposed Tariff Schedule
16   197.  And so what we would propose is that the
17   accrued balance as of April 30th, which is
18   approximately $25 million, that that be refunded as
19   a one-time credit, allocated in the same way as at
20   Tariff Schedule 197 and then that a rate be set by
21   the same tariff going forward for the rest of the
22   year.  And then, essentially, until they execute the
23   next rate case; so --
24       Q.    Okay.
25             MS. REIF:  I'm going to ask you to remain
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 1   available.  And we're going to take a ten-minute
 2   recess, and we'll be back in ten minutes.
 3             Okay.  Thanks.
 4                        (Recess.)
 5             MS. REIF:  Thank you everyone we are back
 6   on the record.
 7                 EXAMINATION (CONTINUED)
 8   BY MS. REIF:
 9       Q.    Mr. Mecham, could you please explain how
10   the Division would recommend refunding the lump sum
11   amount for the first part of 2018?
12       A.    Using the Tariff Schedule 197 and just the
13   rate spread that -- the exhibit across that same
14   percentage, allocated the same way.
15       Q.    Okay.  Thank you.
16             That's all I have for you.  Thank you.
17             MS. REIF:  Are there any follow-up
18   questions for Mr. Mecham?
19             You may be excused, Mr. Mecham.  Thank
20   you.
21             Ms. Hogle, I wanted to backtrack a little
22   bit with my questioning of Ms. Steward on the
23   exhibits that we were talking about with respect to
24   Nucor and U.S. Magnesium.
25             I don't necessarily need to ask her a
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 1   question, but I do want to note that it is the
 2   Commission's concern, based on our review of those
 3   two exhibits, that it does not appear that the
 4   Company has allocated the overall percent decrease
 5   to U.S. Magnesium and Nucor.
 6             And so we would just ask that you review
 7   that exhibit -- both exhibits, in fact -- and in
 8   light of our concerns and, if necessary, file a
 9   corrected exhibit.
10             MS. HOGLE:  Okay.
11             MS. REIF:  Thank you.
12             MS. HOGLE:  Thank you.
13             MS. REIF:  Okay.
14             I believe we are to you, Mr. Moore.
15             MR. MOORE:  The Office will call Cheryl
16   Murray and have her sworn, please.
17             MS. REIF:  Good morning, Ms. Murray.
18             Do you swear tell the truth?
19             MS. MURRAY:  Yes, I do.
20             MS. REIF:  Thank you.
21                    DIRECT EXAMINATION
22   BY MR. MOORE:
23       Q.    Could you please state your name, business
24   address, and for whom you are testifying for.
25       A.    Yes.  My name is Cheryl Murray.  My
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 1   business address is 160 East 300 South, Salt Lake
 2   City, Utah.  And I'm testifying on behalf of the
 3   Office of Consumer Services.
 4       Q.    Did you file any comments in this docket
 5   on February 23rd, 2018, and April 9th, 2018?
 6       A.    Yes.
 7       Q.    Do you have any corrections you'd like to
 8   make to those comments?
 9       A.    Yes.  The date on the first page of the
10   second set of comments consisting of four pages
11   should be April 9, 2018, not February 23rd.
12             The date in the header on the subsequent
13   pages is correct.
14       Q.    With those changes, do you adopt those
15   comments as your testimony?
16       A.    Yes.
17             MR. MOORE:  At this time, I move for the
18   admission of the comments.
19             MS. REIF:  Any objection?
20             Seeing none, they are admitted.
21       Q.    (BY MR. MOORE)  Have you prepared a
22   summary of the Office's position?
23       A.    Yes.
24       Q.    Please proceed.
25       A.    My April 9, 2018, comments included an
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 1   attachment, an attached report from Ms. Donna Ramos,
 2   a revenue requirement expert retained by the Office
 3   to review and analyze and make recommendations
 4   regarding RMP's March 16th tariff filing.
 5             In that report she identified a number of
 6   ways in which the Tax Reform Act impacts the
 7   Company's revenue requirement.
 8             And, as indicated earlier, she is
 9   available on the phone to respond to any accounting
10   questions that may arise.
11             Although the full impact of the Tax Reform
12   Act is currently unknown, the Company has provided
13   an initial estimate of approximately $76.2 million,
14   which is only a portion of the overall impacts on
15   the Company's revenue requirement that will need to
16   be returned to rate payers.  The Company will
17   provide additional information in the June 15th,
18   2018, filing.
19             As stated in reply comments filed on
20   April 16th, 2018, the Company now proposes to return
21   $61 million to rate payers, or approximately
22   80 percent of the $76 million.  This is an
23   improvement over the Company's first proposal to
24   return only $20 million.  However, the Company
25   continues to assert that the remaining funds can be
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 1   used to offset future rate payer liabilities or
 2   costs and should not be returned at this time.  The
 3   Office is open to reviewing future proposals for
 4   offsets in the next phase of this docket but asserts
 5   that specific proposals supported with additional
 6   information will be necessary to judge the
 7   appropriateness of using the remaining tax funds for
 8   other purposes, rather returning them directly to
 9   rate payers.
10             The Company's reply comment of April 16th,
11   2018, at page 4 reads "The Division, the Office, and
12   UIEC recommend refunding $76.2 million in savings
13   related to the Tax Reform Act through the end of
14   2018."
15             That statement is partially incorrect.
16   The Office did propose to return the full $76.2
17   million, but did not propose that the refund would
18   terminate at the end of 2018.  The Office asserts
19   that this should not be an interim rate.
20             It is the Office's position that this is
21   an annual amount that should continue to be refunded
22   until the Company files a general rate case, an
23   application to revise the tariff, or an application
24   to utilize the funds for some other purpose that
25   will benefit rate payers.
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 1             In our comments, we did not indicate
 2   specifically how the $76 million should be returned
 3   to rate payers.  We agree with the Division that the
 4   credit should be shown on customer bills as a
 5   separate line item so it is clear to rate payers
 6   what is being returned and why.
 7             The Office maintains its recommendation
 8   that the Commission require the Company to return
 9   the full $76 million to customers through a rate
10   reduction effective May 1, 2018.
11             We also recommend that the Company be
12   required to provide a breakdown of the EVIT balance
13   on a Utah jurisdictional basis between protected
14   property related EVIT, unprotected property related
15   EVIT, and nonproperty related EVIT in its June 15th,
16   2018, filing.
17             That concludes my summary.
18             MR. MOORE:  Ms. Murray is available for
19   cross and questions from the Commission.
20             MS. REIF:  Thank you, Mr. Moore.
21             Any questions, Ms. Hogle?
22             MS. HOGLE:  No questions.
23             MS. REIF:  Any questions from the
24   Division?
25             MR. JETTER:  No questions from the
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 1   Division, thank you.
 2             MS. REIF:  Mr. Dodge?
 3             MR. DODGE:  No questions.  Thank you.
 4             MS. REIF:  Ms. Baldwin?
 5             MS. BALDWIN:  No questions.
 6             MS. REIF:  No questions.
 7             Ms. Murray, you may be excused.
 8             MR. MOORE:  Ms. Ramas (phonetic) is on the
 9   phone -- Ramos, I'm sorry -- is on the phone if
10   anybody has questions about her report.
11             MS. REIF:  Are there any questions for
12   Ms. Ramos?
13             MS. HOGLE:  No questions.
14             MS. REIF:  Ms. Ramos, thank you for being
15   with us.  You are welcome to stay on the line, and
16   there aren't any questions for.
17             MR. MOORE:  Can't she be excused?
18             MS. REIF:  Oh, she can be excused.  She's
19   welcome to say on the line, if she wishes.
20             MS. MURRAY:  She's on vacation; so
21   probably not.
22             MS. REIF:  All right.  Yes.
23             MS. MURRAY:  Thank you.
24             MS. REIF:  Thank you.
25             Mr. Dodge?
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 1             MR. DODGE:  Thank you, Your Honor.
 2             UAE would like to call Kevin Higgins.
 3             MS. REIF:  Mr. Higgins, good morning.
 4             MR. HIGGINS:  Good morning.
 5             MS. REIF:  I will swear you in.
 6             Do you swear to tell the truth?
 7             MR. HIGGINS:  Yes, I do.
 8             MS. REIF:  Thank you.
 9             You may proceed.
10                    DIRECT EXAMINATION
11   BY MR. DODGE:
12       Q.    Mr. Higgins, would you state your name and
13   on whose behalf you're testifying?
14       A.    My name is Kevin Higgins.  I'm here on
15   behalf of Utah Association of Energy Users, or UAE.
16       Q.    Mr. Higgins, did you participate in
17   preparation of UAE's comments and responsive
18   comments, both filed in this docket?
19       A.    Yes, I did.
20       Q.    And do you adopt those today as your
21   testimony regarding UAE's position?
22       A.    Yes, I do.
23       Q.    And do you have any corrections to either
24   of those comments?
25       A.    I have a typo of some substance that I
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 1   need to correct, and that is on page 7 of the
 2   responsive comments filed by UAE on April 9th.
 3             And under the section "requested relief,"
 4   seven lines down we refer to a period ending
 5   December 31st, 2018.  That should be 2017.
 6       Q.    Thank you.
 7       A.    And I believe that will certainly be
 8   consistent with the context in which its made.
 9       Q.    Thank you.
10             MR. DODGE:  And with those corrections,
11   I'd offer into the record the UAE comments that have
12   been documented by Mr. Higgins.
13             MS. REIF:  Any objection?
14             Seeing none, it is admitted.
15       Q.    (BY MR. DODGE)  Mr. Higgins, before I ask
16   you to summarize -- provide a brief summary of your
17   testimony, I'm assuming that there -- almost
18   regardless of the amount the Commission decides to
19   have returned, there could be adopted between the
20   actual tax savings as determined by the Commission
21   from January 1st forward in the amount returned.
22             What is UAE's position with respect to the
23   carrying charge that should apply to any such
24   amount?
25       A.    UAE's position with respect to any
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 1   carrying charges in this -- dealing with these tax
 2   reform reductions is that they represent a
 3   regulatory liability on the Company.  And, as such,
 4   the carrying charges on that regulatory liability
 5   ought to be equal to the weighted average cost of
 6   capital that's applied to the rate base generally;
 7   so since this is net, any of these deferrals is, in
 8   essence, acting as a reduction in rate base.  It
 9   should receive the same carrying charge effect that
10   the rate base receives in terms of return.
11       Q.    Thank you, Mr. Higgins.
12             With that, would you provide the
13   Commission with a brief summary?
14       A.    Yes.
15       Q.    UAE recognizes and appreciates that the
16   Commission took important steps in opening this
17   Docket and authorizing deferred accounting treatment
18   for Rocky Mountain Power to defer as regulatory
19   liability all revenue requirement impacts of the Tax
20   Reform Act, beginning January 1st, 2018.
21             These actions allow the Commission and
22   parties to carefully consider the best path forward
23   for equitably passing through the benefits of lower
24   corporate tax rates to customers.
25             Rocky Mountain Power has provided an
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 1   initial and partial estimate of the Utah
 2   jurisdictional revenue requirement impact of the Tax
 3   Reform Act of an annual reduction of approximately
 4   $76 million.  The Company estimated this reduction
 5   by recalculating its Utah Results of Operations for
 6   the 12 months ending June 13th, 2017.  The
 7   recalculation was performed for two of the
 8   significant impacts of the Tax Reform Act; namely,
 9   the reduction in the federal income tax rate from
10   35 percent to 21 percent, and the repeal of the
11   domestic production activities deduction.
12             The Company used a price change approach
13   to reduce revenues to reflect the lower revenue
14   requirement while maintaining the same earned return
15   on equity as filed in the June 2017 Results of
16   Operations.
17             UAE believes that the price change
18   approach applied to the Results of Operations as
19   proposed by the Company is reasonably constant;
20   therefore, UAE supports moving forward with this
21   basic approach.
22             Rocky Mountain Power has also proposed
23   that the final numbers be based on the Results of
24   Operation for the year ending December 31st, 2017.
25   And UAE does not object to using the December 31st,
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 1   2017, Results of Operations for this purpose.
 2             The Company has explained that it has not
 3   yet estimated the impact that results from the other
 4   changes in the Tax Reform Act because they are
 5   either more complex in nature or additional guidance
 6   or information is required.  It is my understanding
 7   that the Company proposes to address the impacts
 8   from these other changes in the update filing on
 9   June 15th, 2018.
10             For the purpose of establishing a credit
11   on customers' bills effective May 1st, 2018, UAE has
12   proposed that this initial reduction should be no
13   less than 80 percent of the Company's $76 million
14   partial estimate, or approximately $61 million.
15   While some uncertainty about the final revenue
16   requirement savings calculated using the
17   December 2017 Results of Operations may make it
18   reasonable for the initial reduction to be set at a
19   level that is less than the full amount of the
20   partial estimate, the public interest objective here
21   should be to reduce customer rates as much as
22   reasonably possible, as soon as reasonably possible,
23   to reflect the reduction in taxes.
24             In its April 16th reply comments, the
25   Company revised its initial proposal, which was to
0079
 1   recognize an initial rate reduction of just
 2   $20 million, and is now proposing that the May 1st
 3   rate reduction be set at $61 million, consistent
 4   with the minimum reduction proposed by UAE.
 5             This is a constructive response on the
 6   Company's part.  But, to be clear, UAE believes that
 7   the ultimate reduction reflected in customer rates
 8   should be set at 100 percent of the revenue
 9   requirement reduction associated with the reduction
10   in tax rates as calculated using the December 2017
11   Results of Operations.
12             UAE's recommendation that the initial
13   reduction should be no less than 80 percent of the
14   partial estimate is made as a precaution in the
15   event that the 2017 Results of Operations
16   calculation turns out to be materially less than the
17   $76 million partial estimate.
18             UAE believes that a final determination of
19   the rate reduction can be addressed subsequent to
20   the Company's June 15th filing, taking account of
21   the December 31st, 2017, Results of Operations, as
22   well as deferrals accrued since January 1st of this
23   year.  This can take the form of an update later
24   this year to the initial Schedule 197 rate being
25   decided at this time.  At that time, the Commission
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 1   will also have the opportunity to address the proper
 2   rate-making treatment of excess ADIT.  UAE believes
 3   that the Commission should take steps to begin
 4   returning the excess ADIT to customers as soon as
 5   possible while complying with the normalization
 6   requirements of the Tax Reform Act.
 7             UAE also encourages the Commission to
 8   require the return of excess ADIT not subject to the
 9   normalization requirements, such as unprotected
10   property excess ADIT and non-property taxes ADIT,
11   over a reasonable amortization schedule such as five
12   to seven years.
13             That concludes my comments.
14       Q.    Thank you.
15             MR. DODGE:  Mr. Higgins is available for
16   cross.
17             MS. REIF:  Ms. Hogle?
18             MS. HOGLE:  I have no cross.
19             MS. REIF:  Mr. Jetter?
20             MR. JETTER:  No questions from the
21   Division.
22             MS. REIF:  Mr. Moore?
23             MR. MOORE:  The Office has no questions.
24             Thank you.
25             MS. REIF:  Ms. Baldwin?
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 1             MS. BALDWIN:  No questions.
 2             MS. REIF:  Thank you.
 3             I too have no questions.  You may be
 4   excused.
 5             MR. HIGGINS:  Thank you.
 6             MS. REIF:  And Mr. Dodge?
 7             MR. DODGE:  Your Honor, I'd like to make a
 8   proffer and indicate -- ask Your Honor and parties
 9   to indicate whether they have any questions for
10   Mr. Higgins -- or, excuse me -- for Mr. Swenson on
11   behalf of U.S. Mag.
12             And U.S. Mag filed responsive comments
13   which we would like to introduce into the record as
14   sworn testimony of Mr. Swenson, absent objection.
15             But, again, if there are any questions of
16   Mr. Swenson, we are happy to call him to summarize
17   his position and answer any questions.
18             MS. REIF:  Are there any questions of the
19   parties of Mr. Swenson?
20             Doesn't appear to be.
21             I, however, have a question or two for
22   Mr. Swenson.
23             MR. DODGE:  Excellent.
24             Then U.S. Mag calls Roger Swenson.
25             MS. REIF:  Mr. Swenson, good morning.
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 1             MR. SWENSON:  Good morning.
 2             MS. REIF:  Thank you for coming.
 3             I'm going to swear you in.
 4             Do you swear to tell the truth?
 5             MR. SWENSON:  I do.
 6             MS. REIF:  Thank you.
 7                    DIRECT EXAMINATION
 8   BY MR. DODGE:
 9       Q.    Mr. Swenson, can you tell us who you are
10   and who you're here representing?
11       A.    My name is Roger J. Swenson.  I'm an
12   energy consultant with E-Quant Consulting.  Today
13   I'm here representing U.S. Magnesium, LLC.
14       Q.    Mr. Swenson, did you participate in the
15   preparation of responsive comments filed by U.S.
16   Magnesium in this docket?
17       A.    Yes, I did.
18       Q.    And do you adopt those responsive comments
19   as your sworn testimony here today?
20       A.    Yes, I do.
21       Q.    Do you have any corrections to that
22   testimony?
23       A.    No, I do not.
24             MR. DODGE:  I move for the admission of
25   those comments of Mr. Swenson's testimony.
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 1             MS. REIF:  Any objection?
 2             Seeing none, they are admitted.
 3             MR. DODGE:  Thank you.
 4       Q.    (BY MR. DODGE)  Mr. Swenson, did you have
 5   any summary you'd like to offer?  You may,
 6   otherwise, we'll allow the Commission to be able to
 7   ask you some questions.
 8             Do you have a summary you want to provide?
 9       A.    I don't think I need to provide a summary
10   right now.
11       Q.    Thank you.
12             MS. REIF:  This is will be hopefully very
13   pain-free.  I just have a couple of questions for
14   you.  And thank you for being here for --
15             MR. SWENSON:  Certainly.
16             MS. REIF:  -- the hearing and available
17   for questioning.
18                       EXAMINATION
19   BY MS. REIF:
20             I'm going to refer to Rocky Mountain
21   Power's reply dated April 16th, and I'm not sure if
22   you have a copy of that with you.  But on page 11 on
23   that reply, Rocky Mountain Power says as follows:
24   In the first full paragraph, it says "the Company is
25   not opposed to allocating an overall percentage
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 1   decrease to Nucor and U.S. Magnesium."
 2             And then it goes on to say how they are
 3   going to allocate the $61 million rate reduction to
 4   special contracts.
 5             Do you agree with PacifiCorp's new
 6   proposal to include special contracts?
 7       A.    I do agree.  And our contract that was
 8   just approved, in fact, had very clear language
 9   calling out the methodology that we would use in
10   such a credit-based mechanism.
11       Q.    Okay.  Have you had an opportunity to
12   review the allocation factors that have gone into
13   the rate reduction for U.S. Magnesium?
14       A.    Yes, I have.  And I agree with the
15   Company's position in the exhibit that shows U.S.
16   Magnesium's calculated annual reduction.
17       Q.    Okay.  So you don't believe there's been
18   any miscalculation?
19       A.    Not that I can see --
20       Q.    Okay.
21       A.    -- from the detail that I have at hand.
22       Q.    Okay.  Very good.
23             That's all I have for you, sir.
24       A.    Thank you very much.
25             MS. REIF:  You may be excused.
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 1             MR. DODGE:  Thank you.
 2             And U.S. Magnesium has nothing else.
 3             Thank you.
 4             MS. REIF:  Thank you.
 5             Ms. Baldwin?
 6             MS. BALDWIN:  UIEC calls Maurice Brubaker
 7   and asks that he be sworn in, and he is the phone.
 8             MS. REIF:  Okay.  Mr. Brubaker, are you --
 9             MR. BRUBAKER:  Yes, I'm on.
10             MS. REIF:  -- with us?  Okay.  Very good.
11             This is Melanie Reif speaking.  I am the
12   administrative law judge.  And I'm going to swear
13   you in.
14             Do you swear to tell the truth, sir?
15             MR. BRUBAKER:  I do.
16             MS. REIF:  Thank you.
17             MS. BALDWIN:  Thank you.
18                    DIRECT EXAMINATION
19   BY MS. BALDWIN:
20       Q.    Mr. Brubaker, could you please state your
21   name for the record and explain who you work for and
22   who you represent today?
23       A.    Yes.  My name is Maurice Brubaker.  I'm
24   president of the energy, economic, and regulatory
25   consulting firm of Brubaker & Associates Inc., and
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 1   I'm here today on behalf of UIEC.
 2       Q.    And are you the author, the primary
 3   author, of the reply comments in response to Rocky
 4   Mountain Power's comments on 2018 tax reconciliation
 5   which were filed by UIEC on February --
 6       A.    Vicki, I'm having a terrible time hearing
 7   you.
 8       Q.    Okay.  Sorry.
 9             Are you the primary author of the reply
10   comments in response to Rocky Mountain Power's
11   comments on the 2018 tax reconciliation act which
12   were filed on February 23rd and the responsive
13   comments on the 2018 tax reconciliation act filed on
14   April 9th, both on behalf of UIEC?
15       A.    I am.
16       Q.    Do you have any corrections to make on
17   either of those?
18       A.    I do not.
19       Q.    Are you prepared to adopt as your own
20   testimony the contents of both of those documents?
21       A.    I am.
22       Q.    Before we go to your summary, I wanted to
23   ask if you have had a chance to review the reply
24   comments that were filed by Rocky Mountain Power on
25   April 16th?
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 1       A.    Yes, I have.
 2       Q.    And have you been able to evaluate the
 3   supporting information, the exhibits that were
 4   provided along with that?
 5       A.    Yes.  To the extent that the material was
 6   provided, I have.
 7       Q.    And were you present by phone this morning
 8   when Ms. Kobliha gave an explanation to the Exhibit
 9   1, the Confidential Exhibit 1?
10       A.    Yes, I was.
11       Q.    Okay.  Thank you.
12             Could you please tell us whether that --
13   any of that information has changed your position in
14   this matter, and if so, why or why not?
15       A.    Okay.  No.  That information has not
16   changed the recommendation to implement a $76
17   million revenue decrease May 1st or as soon as
18   possible.
19             The information provided in Exhibit 1
20   basically deals with credit metrics, which are
21   important, but not the only consideration in rating
22   agencies' assessment of utilities and other
23   companies' performance.
24             The financial aspects of the rating are
25   about 40 percent, and 50 percent is regulatory
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 1   framework and the ability of the utility to earn
 2   it's rates of return.  But even notwithstanding
 3   that, I think, as Ms. Kobliha indicated this
 4   morning, the difference in the coverage ratios
 5   between 100 percent flow-back of the $76 million and
 6   80 percent flow-back that the Company is now
 7   proposing is very, very small -- very much in the
 8   same ballpark.  While Moody's does have kind of a
 9   guidance of 20 percent of the FFO/debt ratio, it's a
10   guidance, and it's expressed as a sustained level
11   below 20 percent, not just that it happens to dip
12   below 20 percent at one particular time; so it's not
13   a line.  It's a guidance.  It's important but not --
14   I don't think that the difference in the ratios that
15   are presented on Exhibit 1 should cause any alarm
16   bells between the $76 million and the $61 million
17   rate reduction.
18             So I continue to believe that it would be
19   appropriate to reduce rates by $76 million,
20   beginning May 1st and -- or as soon as possible.
21   And I also agree with the Division that, by the end
22   of 2018, whatever wasn't refunded or whatever rate
23   reduction wasn't received by that time, be refunded
24   to customers prior to the end of calendar year 2018.
25       Q.    Thank you.
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 1             And do you have a summary that is prepared
 2   for today?
 3       A.    Yeah.  I guess I kind of got into it there
 4   a little bit.
 5             Our recommendation is to refund to
 6   customers as soon as possible the current impacts,
 7   which is $76 million.  We don't think -- I don't
 8   think it's appropriate to use -- to hold and use
 9   those funds to offset some other costs.  I think if
10   there are other costs that need to be addressed,
11   they need to be addressed in the context of a
12   broader context where other relative factors could
13   be considered, such as decreases in other costs that
14   might offset or increases in revenue that should be
15   considered.  Customers should not be denied the
16   benefits of the lower cost that Rocky is
17   experiencing now; rather, they should be entitled to
18   have those benefits reflected in their rates as a
19   lower charge.
20             As to the deferred income taxes, the
21   recommendation is to examine those in the upcoming
22   hearings which will be held later this year.
23       Q.    Thank you.
24       A.    That concludes my summary.
25       Q.    Thank you.
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 1             MS. BALDWIN:  Commissioner, we'd like to
 2   proffer the exhibits UIEC for the reply comments and
 3   the responsive comments to the record.
 4             MS. REIF:  Any objection?
 5             They are admitted.
 6             MS. BALDWIN:  And we would like to offer
 7   Mr. Brubaker for cross-examination.
 8             MS. REIF:  Thank you, Ms. Baldwin.
 9             Ms. Hogle, do you wish to ask Mr. Brubaker
10   any questions?
11             MS. HOGLE:  I would, if I can have a
12   moment, or maybe --
13             MS. REIF:  Sure.  Let's do the round and
14   we'll see what happens.
15             Mr. Jetter?
16             MR. JETTER:  No questions from the
17   Division.
18             MS. REIF:  Mr. Moore?
19             MR. MOORE:  The Office has no questions.
20             MS. REIF:  Mr. Dodge?
21             MR. DODGE:  No questions.  Thank you.
22             MS. REIF:  Ms. Hogle, we're back to you.
23             Do you need a moment?
24             MS. HOGLE:  I do.
25             MS. REIF:  Okay.  Sure.
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 1             Do we need a recess for ten minutes?
 2             MS. HOGLE:  We probably should.
 3             MS. REIF:  Let's take a recess for ten
 4   minutes.  We'll be off the record.  Thank you.
 5                        (Recess.)
 6             MS. REIF:  We're back on the record.
 7             Ms. Hogle, are you ready to proceed with
 8   the witness?
 9             MS. HOGLE:  Yes I'd like to ask a couple
10   of questions of Mr. Brubaker.
11             MS. REIF:  Sure.  Yeah.
12             MS. HOGLE:  Thank you.
13                    CROSS-EXAMINATION
14   BY MS. HOGLE:
15       Q.    Mr. Brubaker, I just want to explore a
16   little bit your comments in your summary regarding
17   that, according to your opinion, the difference
18   between the refund based on 100 percent refund as
19   opposed to an 80 percent refund is "immaterial."
20             In light of tax reforms, have you ever
21   been involved in discussions, in direction
22   discussions, between rating agencies and utility
23   companies?
24       A.    I've not been directly involved in those
25   discussions.  I have read a number of rating agency
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 1   publications that address the issue.
 2       Q.    Thank you.
 3             Do you have Confidential Attachment 1 in
 4   front of you?
 5       A.    Yes.
 6             MS. HOGLE:  At this time, Your Honor, I
 7   would move for the reporter -- excuse me -- for the
 8   Commission to stop streaming so that we can get into
 9   confidential discussion.
10             MS. REIF:  Okay.  Very good.
11             For the reason requested, the Commission
12   will grant your motion to go into confidential
13   session.
14             And if somebody could close the back door,
15   please.
16             And Sherrie, could you confirm that
17   streaming has ceased?
18               (BOUND UNDER SEPARATE COVER)
19   ///
20   ///
21   ///
22   ///
23   ///
24   ///
25   ///
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 5   ///
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 7   ///
 8   ///
 9   ///
10                (END CONFIDENTIAL SESSION)
11             MS. REIF:  And, Ms. Hogle, I want to come
12   back to the line of questioning that you were
13   engaging in.  And I think it may require recalling
14   your witness, Ms. -- Kobliha?  I'm sorry if I didn't
15   pronounce that correctly.
16             But before we do that, I do want to finish
17   with the order that we've been going in and allow
18   Nucor to -- I think the representation at the
19   beginning of the hearing was that they weren't going
20   to necessarily participate.  But I do have a couple
21   of questions, and I think they do intend to put on
22   the witness.
23             MR. COOK:  Sure.  Your Honor, since our
24   comments were essentially a written nature, we have
25   Pete Mattheis here that can answer questions.
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 1             MS. REIF:  Okay.
 2             MR. COOK:  The Court calls Pete Mattheis.
 3             MS. REIF:  Mr. Mattheis, please take the
 4   witness stand and I will swear you in.
 5             Do you swear to tell the truth, sir?
 6             MR. MATTHEIS:  I do.
 7             MS. REIF:  Okay.  Very good.
 8             Counsel, do you want to start with him, or
 9   do you want me into go ahead and --
10             MR. COOK:  Whatever Your Honor wants.  If
11   it's easier for you to do it, that's fine.  I'm
12   happy to start with him.
13             Well, I was just going to ask my
14   questions, but I was first going to first ask
15   everyone if they have questions.
16             So it doesn't appear like anybody else has
17   questions.
18                       EXAMINATION
19   BY MS. REIF:
20       Q.    So Mr. Mattheis, you've heard these
21   questions before.  They are the same questions that
22   I asked the U.S. Magnesium witness, Mr. Roger
23   Swenson, and so this will just take a moment.
24             And just to orient you, this relates to
25   the reply comments that the Company filed, their
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 1   most recent comments on April 16th.  And on page 11
 2   of those comments and in the very first complete
 3   paragraph, it states that "the Company is not
 4   opposed to allocating an overall percentage decrease
 5   to Nucor and U.S. Magnesium."
 6             Do you agree with the new proposal to
 7   include special contracts, in particular, the Nucor
 8   special contract, into this docket?
 9       A.    Yes, ma'am, I do.
10       Q.    Okay.  Thank you.
11             And there was some discussion also in this
12   paragraph about the allocation factor and how that
13   rate reduction is to be implemented.  And I don't
14   know if you have had a chance to review that.
15             Have you had a chance to review that, sir?
16       A.    Very superficially.  I will say I've read
17   through it and looked at it.
18       Q.    If you haven't reviewed it enough to
19   answer my question, that's perfectly fine.  You
20   don't have to give me an affirmative or a negative
21   response.  You can just say, "I haven't had a chance
22   to review it enough."
23             But I'm just curious to know whether, if
24   you have had a chance to review it to your
25   satisfaction to answer this question, whether you
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 1   believe that the allocation factor is correct
 2   inasmuch as the rate reduction has been correctly
 3   calculated with respect to Nucor?
 4       A.    I would say my review has been a little
 5   too superficial to answer that fully.  It looks like
 6   it's in the right ballpark.
 7       Q.    Okay.
 8       A.    But all I've really done is eyeball it.
 9       Q.    Okay.  That is an honest answer.  Thank
10   you very much, sir.
11             And unless there's any follow-up, I will
12   excuse you.  And thank you for being here today for
13   questioning.
14       A.    Thank you.
15             MS. REIF:  So barring anything else right
16   now, I think I want to come back to what struck me
17   as something that may be worthwhile discussing while
18   we're all here.
19             And with respect to Rocky Mountain Power's
20   witness, Ms. Kobliha -- I hope I'm pronouncing that
21   right?
22             MS. KOBLIHA:  Yes.
23             MS. REIF:  Ms. Kobliha, would you please
24   come back to the witness stand?  I do want to ask
25   you just a couple of things, and hopefully it won't
0100
 1   take much of your time.
 2                   FURTHER EXAMINATION
 3   BY MS. REIF:
 4       Q.    So I'm going to be careful here because,
 5   in part, my question relates to the confidential
 6   exhibit, and I'm not going to be getting into any
 7   detail of that other than just referencing it; so I
 8   just want to make sure that you're aware of that and
 9   comfortable with that up front.
10             I believe you indicated in your initial
11   testimony that Rocky Mountain Power had come to an
12   agreement last week in Wyoming that 100 percent of
13   the tax refund, tax rebate, would be going back
14   immediately to rate payers in Wyoming.
15             Did I understand that correctly?
16       A.    So it's similar to -- comparative to the
17   76.2; so for Wyoming's annualized benefit, which is
18   right around $24-, $25 million would be going back
19   effective -- it was June -- 1st? -- I can't remember
20   the date right now -- on that annualized basis until
21   the next rate case or until we bump into some of the
22   other caveats we added in that settlement with WIEC
23   around if we see a downgrade or are put on credit
24   watch.
25       Q.    If you were giving the customers of
0101
 1   Wyoming that offer or you came to that agreement,
 2   why aren't Utah customers afforded the same
 3   treatment?
 4       A.    So that agreement was in exchange or in
 5   conjunction with approval of the CPCN for approval
 6   of -- let's make it clear.  With WIEC, we had agreed
 7   with WIEC that they would support our CPCN
 8   application.
 9       Q.    For the record, could you clarify what
10   "WIEC" is?
11       A.    Sorry.  The Wyoming Industrial Energy
12   Consumers.
13             So we had agreed with WIEC that, for -- in
14   exchange for them supporting our Certificate for
15   Public Convenience and Necessity, the CPCN, on our
16   new wind and transmission line, plus the approval on
17   our re-powering proceeding that's going -- or
18   support on that proceeding, that, in exchange, we
19   would offer the 100 percent of the current tax
20   benefits which, like I said, is the equivalent of
21   around the $25 million a year.
22             And in that agreement we also had those,
23   like I mentioned, the caveats around, to the extent
24   the Company is put on credit watch or receives
25   downgrade, that we could come in and adjust but
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 1   refer to as a "surcredit."  So the surcredit is how
 2   we would apply that benefit back to customers.  We
 3   can change that surcredit if we get ourselves into
 4   that situation.
 5       Q.    What is it about Utah customers that make
 6   them different in the situation?  You'd explained
 7   why you came to that agreement in Wyoming, but why
 8   not give the same treatment to Utah customers?  Why
 9   do we have to wait and why does the confidential
10   exhibit, which is speculative by best estimates, I
11   think -- and I'm reading into your testimony a
12   little bit about the agreement with Wyoming -- but
13   is there a reasonable basis for not giving Utah
14   customer the refund?
15       A.    Sure.  So the exhibit is a forecast using
16   the estimate of what the numbers are.  And, you
17   know, I think part of the difference here is, like I
18   said, the agreement that we had reached with WIEC,
19   the tax deferral hasn't been approved by the Wyoming
20   Commission.  It is simply a stipulation that we have
21   with WIEC in particular.  If other parties came in
22   and have a different suggestion or some other
23   proposal, we could end up in a different place; so
24   that might be the first thing to make sure we note.
25             The calculations there are on a total
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 1   company basis.  And Utah is definitely the big dog
 2   we have going on here; so to the extent that Wyoming
 3   gets their $24 million, it's not going to force the
 4   --
 5       Q.    What do you mean by "big dog"?
 6       A.    They're the largest share -- our refund
 7   that we pass to active customers.
 8       Q.    As you pointed out, though, these are
 9   company-wide numbers?
10       A.    Correct.
11       Q.    So why should Utah customers be held
12   accountable for a customer base system-wide --
13       A.    Sure.
14       Q.    -- calculation?
15       A.    And I guess I don't see it as Utah
16   customers being held accountable for it.  I see it
17   as Wyoming -- we had a different -- other aspects
18   that we were considering, these particular projects
19   when we made that deal.  And we don't have that
20   situation or that opportunity at this point in Utah.
21       Q.    Meaning, the opportunity to sell?
22       A.    The opportunity to have a stipulation
23   where it would include refunding the dollars to Utah
24   customers in exchange for approval on the new wind
25   transmission and re-powering projects.
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 1       Q.    Okay.
 2       A.    At least at this point.  Yeah.  I don't
 3   know if that will further progress.
 4       Q.    Okay.
 5             Thank you, Ms. Kobliha, for answering my
 6   questions.  I appreciate it very much.
 7             Is there any follow up?
 8             MS. HOGLE:  There is.  Thank you.
 9                   REDIRECT EXAMINATION
10   BY MS. HOGLE:
11       Q.    Ms. Kobliha, the hearing officer asked you
12   questions.  And in her questions, she referred to
13   the calculations in Confidential Attachment 1 as
14   "speculative by best estimates."
15             Do you think that Confidential Attachment
16   1 is "speculative by best estimates," or did
17   PacifiCorp use the best information available that
18   it had in order to calculate this information?
19       A.    Yeah.  We definitely used the best
20   information that we have available to us.  And it's
21   a projection or a forecast as to what could occur
22   under various scenarios that we analyzed.
23       Q.    And would you agree that the Company is
24   returning -- agrees that the refund from the Tax
25   Reform Act should be going back to customers and
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 1   that it intends to make whole its Utah customers and
 2   will not keep that refund but will treat it as -- if
 3   the Commission approves, as suggested in its
 4   filings.  And that is, at the most, as offsets to
 5   cost pressures?
 6       A.    Yes.  So we fully intend to provide all
 7   the benefits of tax reform to Utah customers.  And I
 8   think what we're asking for is time to make sure
 9   that providing the benefits doesn't result in a
10   downgrade to the Company.  One of my ultimate goals
11   is to keep the Company financially healthy, and we
12   are very proud of our ratings that we have with the
13   rating agencies, because we believe it provides us
14   the ability to issue debts at a lower cost than what
15   otherwise might be issued by other parties who
16   aren't rated at our same level.
17       Q.    Thank you.
18             MS. REIF:  Thank you.
19             Are there any other questions for the
20   witness?
21             Ms. Baldwin.
22                   RECROSS-EXAMINATION
23   BY MS. BALDWIN:
24       Q.    Ms. Kobliha, isn't it true that, if you
25   were to give the $76.2 million to Utah rate payers
0106
 1   and if the Company were to suffer some type of
 2   adverse credit, isn't it true you could come in in
 3   Utah just as you're offering to do in Wyoming and
 4   file and request the change in the --
 5       A.    So that's what we would actually request.
 6   Similar to what we -- the language we added in the
 7   stipulation in Wyoming is that, if the Company does
 8   see either a negative outlook or some sort of
 9   downgrade potential, that we would ask to have that
10   surcredit -- or whatever we'll call it here --
11   modified such that we wouldn't see that downgrade.
12   And, hopefully, it would be before a downgrade
13   occurs.  Sometimes it might be a, you know, a
14   too-little-too-late type of situation, which is
15   really -- the challenge with all of these is we
16   could get to the point where the rating agencies act
17   pretty fast and we see a downgrade before we have
18   the opportunity to mitigate it with increased cash
19   flow back to the Company.
20             MS. BALDWIN:  That's all I have.  Thank
21   you.
22             MS. REIF:  Just a follow-up on that
23   question.
24                   FURTHER EXAMINATION
25   BY MS. REIF:
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 1       Q.    Does that mean that you are modifying your
 2   proposal with that caveat?
 3       A.    So if we were to get to a point where the
 4   order is 100 percent of the refund, that's what --
 5   we would like to see language that indicates that we
 6   could apply to that language that the Company does
 7   have the opportunity to come back in and request
 8   that $76 million be reduced, if we get to the $76
 9   million, in the event that the Company is either put
10   on negative watch or a downgrade.
11             In the $61 million scenario, I would like
12   that language, but I'm not as concerned about it
13   because I think that any potential ratings review
14   that could result in a downgrade is probably far
15   enough in the future that other things will happen
16   in our business that could cause that to change.
17             MS. REIF:  Thank you.  That was very
18   helpful clarification.  I really appreciate it.
19             Any follow up, Ms. Hogle?
20             MS. HOGLE:  Just one more, Your Honor.
21             Thank you.
22                   REDIRECT EXAMINATION
23   BY MS. HOGLE:
24       Q.    Ms. Kobliha, in addition to your testimony
25   confirming what -- how the Company intends to treat
0108
 1   -- pending Commission approval, of course -- the
 2   balance of the refund to Utah customers, isn't it
 3   true that one of the things that the Company is also
 4   trying to balance is rate stability in -- and so
 5   also in response to Ms. Baldwin's question, it does
 6   result in a downgrade, a 100 percent refund.
 7             What would that do to the goal the Company
 8   has on rate stability?
 9       A.    So maybe the question is in the context
10   of, if we see a downgrade, then the Company would
11   likely, in their next step issuance, experience an
12   increase in the cost of that debt, which would
13   further put pressure on the need for additional
14   dollars from customers, is what we're trying to
15   avoid with that.
16       Q.    So the rate stability goal would not be
17   achieved?
18       A.    Right.  We would see an increase for that
19   in additional cost of debt.
20             MS. HOGLE:  Those are all the questions I
21   have.  Thank you.
22                   FURTHER EXAMINATION
23   BY MS. REIF:
24       Q.    That would be the same thing you're
25   encountering or potentially encountering in Wyoming;
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 1   correct?
 2       A.    If all the states end up at the 100
 3   percent level, then that's where we have the risk of
 4   the debt and the downgrading.  And, yeah, the debt
 5   would cost us more in the future.
 6       Q.    I see.  Okay.  Thank you.
 7             MS. REIF:  Anything else?  All right.
 8             MR. DODGE:  One thing at the risk of
 9   sounding impertinent, have we adequately responded
10   to Your Honor's questions or concerns about the
11   manner in which the special contract refund
12   percentages were calculated?  Because if not, I'd
13   like to make sure we cleared that up.
14             MS. REIF:  I think you have responded in
15   the manner in which you've responded.  We don't --
16   we believe there's an error.
17             And Mr. Swenson is shaking his head --
18   nodding his head, I should say.  I'm not sure if
19   he's in agreement or whatever.
20             But we believe that there's an error.  And
21   if necessary, we can clarify that in the order.  I
22   think there's a difference of 3.1 percent versus
23   3.5 percent.
24             MR. DODGE:  I was wondering about that.
25             MS. REIF:  Yes.
0110
 1             MR. DODGE:  And that's why I was hoping,
 2   again, at the risk of being impertinent, to see if
 3   we could clear it up.
 4             MS. REIF:  You're not being impertinent at
 5   all.
 6             MR. DODGE:  I think Ms. Steward or
 7   Mr. Swenson, I think, could testify to this, if
 8   you'd like to, that they directly allocated a
 9   portion of the refund to these two customers based
10   on cost of service as opposed to taking the average
11   percentage decrease and applying that.
12             And people here can clarify that if I'm
13   wrong.
14             It's very close, particularly with respect
15   to U.S. Mag.  Either way, there's some notion that
16   the contracts may or may not contemplate and direct
17   the percentage -- the average percentage increase
18   versus -- and that's sort of where our comment's at.
19             We're frankly okay with either one, but
20   what we did want to avoid was you not being able to
21   determine the appropriate refund in your order.
22             And so if there's something in here, I'm
23   sure that --
24       Q.    We very much appreciate that, Mr. Dodge.
25   And if the Company wants to put on an explanation
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 1   for that discrepancy, we're happy to hear it.  But
 2   it appeared to be an error, and we were just simply
 3   trying to flush that out.
 4             MS. HOGLE:  Your Honor, it's up to you at
 5   this time.  I think, based on my discussions with my
 6   client, we're okay.  We will go back and look at it.
 7   But I think it would be helpful to know from the
 8   Commission, as I believe Your Honor indicated around
 9   this discussion, that they will note it in the
10   order.  I believe is what I heard from you.
11             And so I think at this time, we can take
12   it back and scrutinize it and look at it and make
13   sure that what is filed is correct.
14             MS. REIF:  Okay.
15             And, Mr. Dodge, is that acceptable to you?
16             MR. DODGE:  Yes.  That is acceptable.
17             MS. REIF:  And to you too?
18             MR. COOK:  Yes.  That's acceptable to
19   Nucor as well.
20             MS. REIF:  Okay.  Thank you so much.
21             Well, with that, I think we've covered all
22   the ground we need to cover today.
23             I appreciate everyone's time.  And thank
24   you for being here to help the Commission make this
25   decision.
0112
 1             Have a good rest of your day.
 2             Oh.  Just one -- let me -- I'm sorry.
 3             Just one thing before we totally convene.
 4             And that is -- so there was an exhibit
 5   from the Office marked OCS-1.  And there was the
 6   exhibit from Rocky Mountain Power, Exhibit 1.
 7             Is it the request from both parties that
 8   those be entered into evidence and made part of the
 9   transcript?
10             MR. MOORE:  That is the request from the
11   Office for the Office's.
12             MS. REIF:  Okay.
13             And it would be a confidential exhibit.
14             MS. HOGLE:  And I believe that those were
15   attached to the April 16th, 2018, comments, that
16   Confidential Attachment 1.
17             MS. REIF:  Okay.
18             MS. HOGLE:  And I believe that I moved to
19   enter that into the record.
20             MS. REIF:  I just want to make sure.
21             MS. HOGLE:  Thank for that.
22             MS. REIF:  All right.  Very good.
23             Thank you everyone.
24             We are adjourned.
25            (Hearing concluded at 12:41 p.m.)
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		800						LN		28		10		false		        10              MS. HOGLE:  Thank you.				false

		801						LN		28		11		false		        11        Q.    (BY MS. HOGLE)  Ms. Kobliha, based on				false

		802						LN		28		12		false		        12    these scenarios that you just described, what are				false

		803						LN		28		13		false		        13    you recommending today?				false

		804						LN		28		14		false		        14        A.    In an effort to keep the Company				false

		805						LN		28		15		false		        15    financially healthy, I would recommend an interim				false

		806						LN		28		16		false		        16    rate reduction at no more than $61 million, which				false

		807						LN		28		17		false		        17    was the filed estimate with the rates included in				false

		808						LN		28		18		false		        18    the attached Exhibit 2 of the Company's filing made				false

		809						LN		28		19		false		        19    April 16th, 2018.				false

		810						LN		28		20		false		        20              And the amounts above the excess -- or,				false

		811						LN		28		21		false		        21    excuse me -- the amounts above the $61 million				false

		812						LN		28		22		false		        22    refund would be deferred and will accrue interest				false

		813						LN		28		23		false		        23    consistent with the March 16th, 2018, filing.				false

		814						LN		28		24		false		        24              And the Company's June 15th, 2018, filing				false

		815						LN		28		25		false		        25    will include the final tax calculation of the Utah				false

		816						PG		29		0		false		page 29				false

		817						LN		29		1		false		         1    tax benefits.				false

		818						LN		29		2		false		         2        Q.    Thank you, Ms. Kobliha.				false

		819						LN		29		3		false		         3              MS. HOGLE:  At this time, Ms. Kobliha is				false

		820						LN		29		4		false		         4    available for questions.				false

		821						LN		29		5		false		         5              MS. REIF:  Thank you.				false

		822						LN		29		6		false		         6              Mr. Jetter, questions for the witness?				false

		823						LN		29		7		false		         7              MR. JETTER:  No questions, Your Honor.				false

		824						LN		29		8		false		         8              Thank you.				false

		825						LN		29		9		false		         9              MS. REIF:  Okay.				false

		826						LN		29		10		false		        10              Mr. Moore?				false

		827						LN		29		11		false		        11              MR. MOORE:  Just a couple of questions.				false

		828						LN		29		12		false		        12                     CROSS-EXAMINATION				false

		829						LN		29		13		false		        13    BY MR. MOORE:				false

		830						LN		29		14		false		        14        Q.    Regarding the issue of cost pressures, on				false

		831						LN		29		15		false		        15    page 6 of RMP's April 16th reply comments --				false

		832						LN		29		16		false		        16              MS. REIF:  One moment, Mr. Moore.				false

		833						LN		29		17		false		        17              Could you make sure your microphone is on				false

		834						LN		29		18		false		        18    and pulled a little more closely to your face.				false

		835						LN		29		19		false		        19              MR. MOORE:  How's this?				false

		836						LN		29		20		false		        20              MS. REIF:  Is that better?  Okay.  I'm				false

		837						LN		29		21		false		        21    just not hearing you guys as profoundly as I am				false

		838						LN		29		22		false		        22    maybe others; so --				false

		839						LN		29		23		false		        23              MR. MOORE:  I'll see if I can speak				false

		840						LN		29		24		false		        24    louder.				false

		841						LN		29		25		false		        25              MS. REIF:  Okay.  Thank you.				false
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		843						LN		30		1		false		         1        Q.    (BY MR. MOORE)  Regarding the issue of				false

		844						LN		30		2		false		         2    cost pressure, which is referred to on page 6 of				false

		845						LN		30		3		false		         3    Rocky Mountain Power's April 16th reply comments,				false

		846						LN		30		4		false		         4    Rocky Mountain Power stated that "The Division				false

		847						LN		30		5		false		         5    dismissed the Company's concerns, claiming that cost				false

		848						LN		30		6		false		         6    pressures are not a reason to return less than the				false

		849						LN		30		7		false		         7    full amount to customers' costs because the cost				false

		850						LN		30		8		false		         8    pressures are unknown."				false

		851						LN		30		9		false		         9              However, later on you stated "There are				false

		852						LN		30		10		false		        10    items that are known at this time that could				false

		853						LN		30		11		false		        11    mitigate the tax deferral before the next general				false

		854						LN		30		12		false		        12    rate case."				false

		855						LN		30		13		false		        13              You gave one example -- Rocky Mountain				false

		856						LN		30		14		false		        14    Power gave one example of its expiring tax credits.				false

		857						LN		30		15		false		        15              Is this your understanding?				false

		858						LN		30		16		false		        16        A.    My understanding is we actually gave more				false

		859						LN		30		17		false		        17    than one example.				false

		860						LN		30		18		false		        18        Q.    Yes.  The one example.				false

		861						LN		30		19		false		        19        A.    Yes.				false

		862						LN		30		20		false		        20        Q.    At this point in time, it's not known if a				false

		863						LN		30		21		false		        21    portion of the wind fleet is to be re-powered.  And				false

		864						LN		30		22		false		        22    if that partial wind fleet is to be re-powered, how				false

		865						LN		30		23		false		        23    many and which projects in the wind fleet may be				false

		866						LN		30		24		false		        24    re-powered?  Because we won't know this until the				false

		867						LN		30		25		false		        25    resolution of Docket 17-035-39, the wind re-powering				false
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		869						LN		31		1		false		         1    docket, and the parallel dockets in the other states				false

		870						LN		31		2		false		         2    in PacifiCorp's territory.  Is this correct?				false

		871						LN		31		3		false		         3        A.    The PTCs as they currently exist will				false

		872						LN		31		4		false		         4    expire to the extent that we qualify for additional				false

		873						LN		31		5		false		         5    PTCs for every re-powering that we finalize until				false

		874						LN		31		6		false		         6    that proceeding has been concluded.  Correct.				false

		875						LN		31		7		false		         7        Q.    Therefore, we don't know the extent to				false

		876						LN		31		8		false		         8    which the expiring PTCs will cause upward pressure				false

		877						LN		31		9		false		         9    at this time.  Isn't that correct?				false

		878						LN		31		10		false		        10        A.    So we know the extent that the pressure				false

		879						LN		31		11		false		        11    will be for the PTCs that will expire.  But, then,				false

		880						LN		31		12		false		        12    yes.  There's a subsequent document that will pick				false

		881						LN		31		13		false		        13    up the PTCs under the re-powering, all of which is				false

		882						LN		31		14		false		        14    utilized to offset the cost of the new capital that				false

		883						LN		31		15		false		        15    we are investing in, in order to re-power those				false

		884						LN		31		16		false		        16    facilities.				false

		885						LN		31		17		false		        17        Q.    It's also not known at this time whether				false

		886						LN		31		18		false		        18    the change in other components in PacifiCorp's				false

		887						LN		31		19		false		        19    revenue have the effect of offsetting the increase				false

		888						LN		31		20		false		        20    in PacifiCorp's upward pressure caused by the				false

		889						LN		31		21		false		        21    expiring PTCs or other known cost pressures.				false

		890						LN		31		22		false		        22              Is that correct?				false

		891						LN		31		23		false		        23        A.    In terms of other items that are happening				false

		892						LN		31		24		false		        24    to the business?  Is that the question?				false

		893						LN		31		25		false		        25        Q.    That's correct.				false
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		896						LN		32		2		false		         2              So the items that I actually discussed in				false

		897						LN		32		3		false		         3    the confidential exhibit were excerpts from our				false

		898						LN		32		4		false		         4    business plan.  And in that, we would have factored				false

		899						LN		32		5		false		         5    in all costs, and to the extent that we were hitting				false

		900						LN		32		6		false		         6    metrics before tax reform, that, to me, indicates				false

		901						LN		32		7		false		         7    that we've sort of offset those components with				false

		902						LN		32		8		false		         8    various issues happening at the Company prior to tax				false

		903						LN		32		9		false		         9    reform.  It's sort of a holistic view of the				false

		904						LN		32		10		false		        10    Company, if that makes sense.				false

		905						LN		32		11		false		        11        Q.    Yes.				false

		906						LN		32		12		false		        12              Do you know for sure what those components				false

		907						LN		32		13		false		        13    are and how would they be provided for, say, in a				false

		908						LN		32		14		false		        14    general rate case?				false

		909						LN		32		15		false		        15        A.    Going down to a rate case level in a				false

		910						LN		32		16		false		        16    particular state, I have not done that particular				false

		911						LN		32		17		false		        17    review.  It's more of a holistic view of what's				false

		912						LN		32		18		false		        18    happening at the Company.				false

		913						LN		32		19		false		        19        Q.    PacifiCorp was aware of the expiring PTCs				false

		914						LN		32		20		false		        20    on October 23rd when it publicly announced it would				false

		915						LN		32		21		false		        21    not increase the rate base before 2021.				false

		916						LN		32		22		false		        22              Isn't that correct?				false

		917						LN		32		23		false		        23        A.    In that we would not go in for a new rate				false
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		921						LN		33		1		false		         1        A.    Yes.  We have known about those pieces.				false
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		927						LN		33		7		false		         7        Q.    And, again, you do not know on a specific				false

		928						LN		33		8		false		         8    rate case level whether other components of the				false

		929						LN		33		9		false		         9    revenue requirement will offset those costs?				false

		930						LN		33		10		false		        10        A.    So the depreciation pressure specific for				false

		931						LN		33		11		false		        11    Utah does relate to the theoretical reserve				false
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		934						LN		33		14		false		        14    that is a known cost pressure that our next				false

		935						LN		33		15		false		        15    depreciation study would no longer have in it,				false

		936						LN		33		16		false		        16    because that theoretical reserve should be				false

		937						LN		33		17		false		        17    eliminated.  So that absolutely is going to be a				false

		938						LN		33		18		false		        18    pressure to the extent that other things are				false

		939						LN		33		19		false		        19    offsetting it holistically, even though I can't				false

		940						LN		33		20		false		        20    really opine on that right now.  We have to wait				false

		941						LN		33		21		false		        21    until we get to that point in time.				false

		942						LN		33		22		false		        22              But I will also offer that the Company has				false

		943						LN		33		23		false		        23    been investing in its coal fleet for the last five				false
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		945						LN		33		25		false		        25    continue our position of having safe, reliable				false
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		947						LN		34		1		false		         1    electricity.  And when we have the investment in				false

		948						LN		34		2		false		         2    that coal fleet, those terminal assets cause upward				false

		949						LN		34		3		false		         3    pressure on the depreciation rates because you can't				false

		950						LN		34		4		false		         4    push that depreciation out over the original 35, 40,				false

		951						LN		34		5		false		         5    50 years at those facilities.				false

		952						LN		34		6		false		         6              So that in itself will cause rate				false

		953						LN		34		7		false		         7    pressure.				false

		954						LN		34		8		false		         8        Q.    And this rate pressure could possibly be				false

		955						LN		34		9		false		         9    offset by other components in the revenue				false

		956						LN		34		10		false		        10    requirement?				false

		957						LN		34		11		false		        11        A.    So, in my view of what I've seen in our				false

		958						LN		34		12		false		        12    business plan, that rate pressure is very				false
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		1313						LN		48		3		false		         3    into consideration from the Moody's release here.				false

		1314						LN		48		4		false		         4              And maybe I can expand a little bit more				false

		1315						LN		48		5		false		         5    about what Moody's says to us?				false

		1316						LN		48		6		false		         6        Q.    Is there anything about the information in				false

		1317						LN		48		7		false		         7    the Office's exhibit that would have impacted your				false

		1318						LN		48		8		false		         8    presentation in Exhibit 1?				false

		1319						LN		48		9		false		         9        A.    No.				false

		1320						LN		48		10		false		        10        Q.    Okay.				false

		1321						LN		48		11		false		        11        A.    We have specific guidance from Moody's				false

		1322						LN		48		12		false		        12    that, when we were performing all the calculations,				false

		1323						LN		48		13		false		        13    that's what we were factoring in.  And actually the				false

		1324						LN		48		14		false		        14    calculations are just math.  There wasn't anything				false

		1325						LN		48		15		false		        15    in particular that we had to take into consideration				false

		1326						LN		48		16		false		        16    or to come up with these ratios.				false

		1327						LN		48		17		false		        17        Q.    Okay.  Thank you.				false

		1328						LN		48		18		false		        18              Could you please reiterate over what time				false

		1329						LN		48		19		false		        19    period PacifiCorp proposes to refund the $61				false

		1330						LN		48		20		false		        20    million?				false

		1331						LN		48		21		false		        21        A.    So effective May 1st, 2018, we would have				false

		1332						LN		48		22		false		        22    a reduction to rates of that $61 million level.  And				false

		1333						LN		48		23		false		        23    it would go on.  That's the annual rate reduction				false

		1334						LN		48		24		false		        24    that customers would see from the offset as being				false

		1335						LN		48		25		false		        25    the benefit the Company would realize for the				false

		1336						PG		49		0		false		page 49				false

		1337						LN		49		1		false		         1    components of not having to pay the IRS.				false

		1338						LN		49		2		false		         2        Q.    So you're looking to fully refund that				false

		1339						LN		49		3		false		         3    amount by the end of 2018?  Is that correct?				false

		1340						LN		49		4		false		         4        A.    So the $61 million annual number -- so we				false

		1341						LN		49		5		false		         5    would start the reduction May 1st.  So by the next				false

		1342						LN		49		6		false		         6    12 months, it would be a full $61 million.  And that				false

		1343						LN		49		7		false		         7    would just continue, really, until you go into the				false

		1344						LN		49		8		false		         8    general rate case.  At that point, all components of				false

		1345						LN		49		9		false		         9    taxes will be factored into all of our calculations				false

		1346						LN		49		10		false		        10    and would just naturally flow back to customers when				false

		1347						LN		49		11		false		        11    you reset rates.				false

		1348						LN		49		12		false		        12              So as an interim step, we're suggesting				false

		1349						LN		49		13		false		        13    giving that $61 million annual until that point in				false

		1350						LN		49		14		false		        14    time.				false

		1351						LN		49		15		false		        15        Q.    Okay.  Thank you.				false

		1352						LN		49		16		false		        16              I'd like to ask you a question about your				false

		1353						LN		49		17		false		        17    March 16th filing.  Do you have that available?				false

		1354						LN		49		18		false		        18        A.    I do.				false

		1355						LN		49		19		false		        19        Q.    On page 13 of that filing, in paragraph				false

		1356						LN		49		20		false		        20    2(b), there's a reference to the carrying charges.				false

		1357						LN		49		21		false		        21              And my question is:  So you make reference				false

		1358						LN		49		22		false		        22    to the carrying charges being equal to the most				false

		1359						LN		49		23		false		        23    recently approved customer deposit rate.				false

		1360						LN		49		24		false		        24              And will you be anticipating that based on				false

		1361						LN		49		25		false		        25    your amended position that was filed just more				false

		1362						PG		50		0		false		page 50				false

		1363						LN		50		1		false		         1    recently on April 16th?				false

		1364						LN		50		2		false		         2        A.    No.  We would like to continue with the				false

		1365						LN		50		3		false		         3    customer deposit rate as the interest rate that				false

		1366						LN		50		4		false		         4    would be applied to the deferred balances.				false

		1367						LN		50		5		false		         5        Q.    Okay.  And is it your intent to update the				false

		1368						LN		50		6		false		         6    carrying charge annually consistent with this annual				false

		1369						LN		50		7		false		         7    approval of the update for customer deposit rate?				false

		1370						LN		50		8		false		         8        A.    Yes.  Sorry.				false

		1371						LN		50		9		false		         9              They're close to that one.				false

		1372						LN		50		10		false		        10        Q.    Do we need to call somebody else to answer				false

		1373						LN		50		11		false		        11    that question?				false

		1374						LN		50		12		false		        12        A.    I can answer it based on that, unless you				false

		1375						LN		50		13		false		        13    can have them up here, if you'd like.				false

		1376						LN		50		14		false		        14        Q.    Okay.  My next question is about Schedules				false

		1377						LN		50		15		false		        15    21 and 31 that are not included in the cost of				false

		1378						LN		50		16		false		        16    service study.				false

		1379						LN		50		17		false		        17              MS. HOGLE:  Your Honor?				false

		1380						LN		50		18		false		        18              MS. REIF:  Yes.				false

		1381						LN		50		19		false		        19              MS. HOGLE:  I believe you're going into				false

		1382						LN		50		20		false		        20    material that perhaps would be better addressed by				false

		1383						LN		50		21		false		        21    Ms. Joelle Steward at this time.				false

		1384						LN		50		22		false		        22              MS. REIF:  Oh.  Okay.				false

		1385						LN		50		23		false		        23              MS. KOBLIHA:  Yeah.  Those schedules would				false

		1386						LN		50		24		false		        24    be a lot better suited --				false

		1387						LN		50		25		false		        25              MS. REIF:  Okay.				false

		1388						PG		51		0		false		page 51				false

		1389						LN		51		1		false		         1              MS. HOGLE:  So the Company calls				false

		1390						LN		51		2		false		         2    Ms. Joelle Steward.				false

		1391						LN		51		3		false		         3              MS. REIF:  Okay.  Very good.  Thank you.				false

		1392						LN		51		4		false		         4              You may be excused.				false

		1393						LN		51		5		false		         5              MS. HOGLE:  Except that I have one				false

		1394						LN		51		6		false		         6    redirect question.				false

		1395						LN		51		7		false		         7              MS. REIF:  Okay.				false

		1396						LN		51		8		false		         8              MS. HOGLE:  And I can either do that right				false

		1397						LN		51		9		false		         9    now or after your question.				false

		1398						LN		51		10		false		        10              And she can -- Joelle Steward can sit by				false

		1399						LN		51		11		false		        11    me, if that would be --				false

		1400						LN		51		12		false		        12              MS. REIF:  I have other questions.  And I				false

		1401						LN		51		13		false		        13    assume that Ms. Steward would be the appropriate				false

		1402						LN		51		14		false		        14    person to answer them.  And I apologize for asking				false

		1403						LN		51		15		false		        15    the wrong witness.				false

		1404						LN		51		16		false		        16              I wasn't aware that you were calling				false

		1405						LN		51		17		false		        17    Ms. Steward, but that's very helpful.				false

		1406						LN		51		18		false		        18              MS. HOGLE:  Sure.				false

		1407						LN		51		19		false		        19              Now, I think at the beginning, I indicated				false

		1408						LN		51		20		false		        20    that we brought other executives from our company to				false

		1409						LN		51		21		false		        21    answer any questions that Ms. Kobliha may not be				false

		1410						LN		51		22		false		        22    able to respond to.				false

		1411						LN		51		23		false		        23              MS. REIF:  My apologies.				false

		1412						LN		51		24		false		        24              MS. HOGLE:  The Company calls Joelle				false

		1413						LN		51		25		false		        25    Steward.				false

		1414						PG		52		0		false		page 52				false

		1415						LN		52		1		false		         1              MS. REIF:  You wanted to ask something on				false

		1416						LN		52		2		false		         2    redirect, I think.				false

		1417						LN		52		3		false		         3              MS. HOGLE:  Oh, yes, just one question.				false

		1418						LN		52		4		false		         4                    REDIRECT EXAMINATION				false

		1419						LN		52		5		false		         5    BY MS. HOGLE:				false

		1420						LN		52		6		false		         6        Q.    Ms. Kobliha, Mr. Moore, as he was				false

		1421						LN		52		7		false		         7    cross-examining you, asked you to turn to the				false

		1422						LN		52		8		false		         8    Company's April 16th filing, page 6.				false

		1423						LN		52		9		false		         9              Would you turn to that page again, please.				false

		1424						LN		52		10		false		        10        A.    Just one second.  Yes.				false

		1425						LN		52		11		false		        11        Q.    And he specifically referenced the second				false

		1426						LN		52		12		false		        12    sentence there, and I'll read that to you.				false

		1427						LN		52		13		false		        13              "The Division dismissed the Company's				false

		1428						LN		52		14		false		        14    concern, claiming that these are not reasons to				false

		1429						LN		52		15		false		        15    return less than the full amount to customers				false

		1430						LN		52		16		false		        16    because the cost pressures are not known."				false

		1431						LN		52		17		false		        17              And he, I believe, asked you to confirm				false

		1432						LN		52		18		false		        18    that we had only -- that the Company had only				false

		1433						LN		52		19		false		        19    mentioned one known cost pressure.				false

		1434						LN		52		20		false		        20              So in response to that, I'm not sure that				false

		1435						LN		52		21		false		        21    the exchange was clear enough, I would like you to				false

		1436						LN		52		22		false		        22    read from -- beginning from "While final impacts"				false

		1437						LN		52		23		false		        23    all the way down to "next general rate case" and				false

		1438						LN		52		24		false		        24    stop there before "to illustrate."				false

		1439						LN		52		25		false		        25              Can you read that into the record?				false

		1440						PG		53		0		false		page 53				false

		1441						LN		53		1		false		         1        A.    Yes.				false

		1442						LN		53		2		false		         2              "While final impacts of some of the known				false

		1443						LN		53		3		false		         3    cost pressures are not yet final, there are items				false

		1444						LN		53		4		false		         4    that are known at this time that could be mitigated				false

		1445						LN		53		5		false		         5    with the tax deferral before the next general rate				false

		1446						LN		53		6		false		         6    case, including the regulatory assets for the Deer				false

		1447						LN		53		7		false		         7    Creek mine closure and the energy and balance market				false

		1448						LN		53		8		false		         8    implementation.  Other cost drivers, such as the				false

		1449						LN		53		9		false		         9    expiration of the production tax credits, or PTCs,				false

		1450						LN		53		10		false		        10    and the upcoming depreciation study are known cost				false

		1451						LN		53		11		false		        11    pressures that will be reflected in the Company's				false

		1452						LN		53		12		false		        12    next general rate case."				false

		1453						LN		53		13		false		        13        Q.    Thank you.				false

		1454						LN		53		14		false		        14              MS. HOGLE:  The Company calls Ms. Joelle				false

		1455						LN		53		15		false		        15    Steward.				false

		1456						LN		53		16		false		        16              MS. REIF:  Ms. Kobliha, you may be				false

		1457						LN		53		17		false		        17    excused.  Thank you for your testimony.				false

		1458						LN		53		18		false		        18              MS. KOBLIHA:  Thank you.				false

		1459						LN		53		19		false		        19              MS. REIF:  And I assume you'll remain in				false

		1460						LN		53		20		false		        20    case there are additional questions that come up?				false

		1461						LN		53		21		false		        21              MS. KOBLIHA:  Yes.				false

		1462						LN		53		22		false		        22              MS. REIF:  Okay.  Thank you.				false

		1463						LN		53		23		false		        23              Ms. Steward, do you swear to tell the				false

		1464						LN		53		24		false		        24    truth?				false

		1465						LN		53		25		false		        25              MS. STEWARD:  Yes.				false

		1466						PG		54		0		false		page 54				false

		1467						LN		54		1		false		         1              MS. REIF:  Thank you.				false

		1468						LN		54		2		false		         2              MS. HOGLE:  Ms. Steward is available for				false

		1469						LN		54		3		false		         3    questions.				false

		1470						LN		54		4		false		         4              MS. REIF:  Thank you.				false

		1471						LN		54		5		false		         5              Given the line of questioning, I'm				false

		1472						LN		54		6		false		         6    assuming that I will go ahead and ask her questions.				false

		1473						LN		54		7		false		         7    And if there are other questions from the other				false

		1474						LN		54		8		false		         8    parties that they will as well.				false

		1475						LN		54		9		false		         9              Or is your desire to have the other				false

		1476						LN		54		10		false		        10    parties ask questions first and then me?				false

		1477						LN		54		11		false		        11              MS. HOGLE:  Whatever your preference is,				false

		1478						LN		54		12		false		        12    Your Honor.				false

		1479						LN		54		13		false		        13              MS. REIF:  Okay.  Let me just ask the				false

		1480						LN		54		14		false		        14    other parties.				false

		1481						LN		54		15		false		        15              Are there any questions for Ms. Steward?				false

		1482						LN		54		16		false		        16              Seeing none, I will ask the questions.				false

		1483						LN		54		17		false		        17                        EXAMINATION				false

		1484						LN		54		18		false		        18    BY MS. REIF:				false

		1485						LN		54		19		false		        19        Q.    Ms. Steward, thank you for being available				false

		1486						LN		54		20		false		        20    this morning.  The Commission appreciates that.				false

		1487						LN		54		21		false		        21              And I want to ask you about Schedules 21				false

		1488						LN		54		22		false		        22    and 31.				false

		1489						LN		54		23		false		        23              As I started to mention to the prior				false

		1490						LN		54		24		false		        24    witness, those schedules are not included in the				false

		1491						LN		54		25		false		        25    cost of service study.  And I wanted to ask you if				false

		1492						PG		55		0		false		page 55				false

		1493						LN		55		1		false		         1    it is the Company's intent that the rate base factor				false

		1494						LN		55		2		false		         2    for those schedules will receive the same treatment				false

		1495						LN		55		3		false		         3    as Schedule 9?				false

		1496						LN		55		4		false		         4        A.    Yes.				false

		1497						LN		55		5		false		         5        Q.    Okay.  Could you please explain the				false

		1498						LN		55		6		false		         6    rationale for developing their allocated percentage				false

		1499						LN		55		7		false		         7    of refund?				false

		1500						LN		55		8		false		         8        A.    It's similar to what we do in our energy				false

		1501						LN		55		9		false		         9    balancing account where they are not reflected in				false

		1502						LN		55		10		false		        10    our allocations for net power costs in the cost of				false

		1503						LN		55		11		false		        11    service.  But they are -- they do get rates similar				false

		1504						LN		55		12		false		        12    to -- their rates are tied to Schedule 9; so we add				false

		1505						LN		55		13		false		        13    in those revenues and tie it back to Schedule 9 for				false

		1506						LN		55		14		false		        14    other allocation purposes when we have other				false

		1507						LN		55		15		false		        15    adjustment schedules following a rate case.				false

		1508						LN		55		16		false		        16              So when the rates are actually designed,				false

		1509						LN		55		17		false		        17    they are tied to Schedule 9.				false

		1510						LN		55		18		false		        18        Q.    Thank you.				false

		1511						LN		55		19		false		        19              I'd like to direct your attention to your				false

		1512						LN		55		20		false		        20    -- PacifiCorp's reply comments dated March -- or,				false

		1513						LN		55		21		false		        21    excuse me -- April 16th.				false

		1514						LN		55		22		false		        22              And if you would please go to page 11.  In				false

		1515						LN		55		23		false		        23    the first complete paragraph on that page, the				false

		1516						LN		55		24		false		        24    Company states that "the Company is not opposed to				false

		1517						LN		55		25		false		        25    allocating an overall percentage decrease to Nucor				false

		1518						PG		56		0		false		page 56				false

		1519						LN		56		1		false		         1    and U.S. Magnesium."				false

		1520						LN		56		2		false		         2              And then there's a reference to the				false

		1521						LN		56		3		false		         3    attached exhibit and to the Exhibit B which was				false

		1522						LN		56		4		false		         4    filed with the March 16th filing.				false

		1523						LN		56		5		false		         5        A.    Yes, I see that.				false

		1524						LN		56		6		false		         6        Q.    The March 16th filing, however, was at a				false

		1525						LN		56		7		false		         7    time when the Company had a different position about				false

		1526						LN		56		8		false		         8    Nucor and U.S. Magnesium.				false

		1527						LN		56		9		false		         9              So in reviewing that particular exhibit,				false

		1528						LN		56		10		false		        10    Exhibit B to the March 16th filing, and it would be				false

		1529						LN		56		11		false		        11    Exhibit B, page 1 of 11 --				false

		1530						LN		56		12		false		        12        A.    Yes.				false

		1531						LN		56		13		false		        13        Q.    -- lines 19 and 20.				false

		1532						LN		56		14		false		        14              Do you perceive a correction that needs to				false

		1533						LN		56		15		false		        15    take place there?				false

		1534						LN		56		16		false		        16        A.    In -- from the March filing?  Well, we did				false

		1535						LN		56		17		false		        17    make that change in the April filing.  We changed				false

		1536						LN		56		18		false		        18    our position, yes.				false

		1537						LN		56		19		false		        19        Q.    Correct.  But you referenced an exhibit,				false

		1538						LN		56		20		false		        20    this particular exhibit?				false

		1539						LN		56		21		false		        21        A.    Oh.				false

		1540						LN		56		22		false		        22        Q.    And inasmuch as this particular exhibit is				false

		1541						LN		56		23		false		        23    referenced, it was at a time when the Company had a				false

		1542						LN		56		24		false		        24    different position.  And I believe that you -- it				false

		1543						LN		56		25		false		        25    doesn't take into consideration the overall rate				false

		1544						PG		57		0		false		page 57				false

		1545						LN		57		1		false		         1    reduction.				false

		1546						LN		57		2		false		         2        A.    Correct.				false

		1547						LN		57		3		false		         3              So Exhibit 2 is a revision of Exhibit B.				false

		1548						LN		57		4		false		         4    The two main pieces of that revision --				false

		1549						LN		57		5		false		         5        Q.    Exhibit 2 of the?				false

		1550						LN		57		6		false		         6        A.    Of the April.				false

		1551						LN		57		7		false		         7        Q.    Okay.  Let me take a look at that.				false

		1552						LN		57		8		false		         8        A.    So that is on page --				false

		1553						LN		57		9		false		         9        Q.    Okay.  So your filing intends to not				false

		1554						LN		57		10		false		        10    reference the Exhibit B necessarily from March 16th,				false

		1555						LN		57		11		false		        11    but inasmuch as the --				false

		1556						LN		57		12		false		        12        A.    We were referencing that it's essentially				false

		1557						LN		57		13		false		        13    -- we revised what had been previously provided.				false

		1558						LN		57		14		false		        14        Q.    Okay.				false

		1559						LN		57		15		false		        15        A.    It's essentially the same format, just the				false

		1560						LN		57		16		false		        16    changes are the amount, and then the allocations				false

		1561						LN		57		17		false		        17    will include special contract estimates 1 and 2.				false

		1562						LN		57		18		false		        18        Q.    I see that.  Okay.  Thank you very much				false

		1563						LN		57		19		false		        19    for making that clear.				false

		1564						LN		57		20		false		        20              Back to your April 16th reply comments.				false

		1565						LN		57		21		false		        21    It doesn't appear that you addressed the Division's				false

		1566						LN		57		22		false		        22    recommendation to identify the refund determined in				false

		1567						LN		57		23		false		        23    this docket on customers' bills as a separate line				false

		1568						LN		57		24		false		        24    item.				false

		1569						LN		57		25		false		        25              And the Commission wishes to know if you				false

		1570						PG		58		0		false		page 58				false

		1571						LN		58		1		false		         1    just overlooked that or whether you have a response				false

		1572						LN		58		2		false		         2    to that issue.				false

		1573						LN		58		3		false		         3        A.    I think we did just overlook that.  We are				false

		1574						LN		58		4		false		         4    not opposed to reflecting that as line items.				false

		1575						LN		58		5		false		         5        Q.    Is it your intent to do so, then?				false

		1576						LN		58		6		false		         6        A.    Yes, we will do so.				false

		1577						LN		58		7		false		         7        Q.    Okay.  All right.				false

		1578						LN		58		8		false		         8              And I think I have just one other question				false

		1579						LN		58		9		false		         9    for you.				false

		1580						LN		58		10		false		        10              And, again, thank you for being here				false

		1581						LN		58		11		false		        11    because I think you mentioned the EIM earlier, or I				false

		1582						LN		58		12		false		        12    know it was mentioned.				false

		1583						LN		58		13		false		        13              And in the same reply comments on page 6,				false

		1584						LN		58		14		false		        14    in that last full paragraph, there's reference to				false

		1585						LN		58		15		false		        15    the EIM, the Energy and Balance Market.				false

		1586						LN		58		16		false		        16              And the question is:  If -- assuming that				false

		1587						LN		58		17		false		        17    there are EIM market costs, why are those costs not				false

		1588						LN		58		18		false		        18    offset by EIM benefits?				false

		1589						LN		58		19		false		        19        A.    So these are EIM implementation costs; so				false

		1590						LN		58		20		false		        20    they're sort of fixed cost for administration of				false

		1591						LN		58		21		false		        21    EIM, is my understanding.  And they are not				false

		1592						LN		58		22		false		        22    reflected in the energy balancing account as most				false

		1593						LN		58		23		false		        23    cost and benefits are.				false

		1594						LN		58		24		false		        24              So a separate regulatory asset was				false

		1595						LN		58		25		false		        25    created.  And I don't -- I cannot point back to				false

		1596						PG		59		0		false		page 59				false

		1597						LN		59		1		false		         1    which docket that was created in and that the				false

		1598						LN		59		2		false		         2    treatment of those costs would be subject to a				false

		1599						LN		59		3		false		         3    determination in a future rate case, is my				false

		1600						LN		59		4		false		         4    understanding.				false

		1601						LN		59		5		false		         5              But they are more fixed in nature for				false

		1602						LN		59		6		false		         6    administrative purposes.				false

		1603						LN		59		7		false		         7        Q.    Thank you Ms. Steward.				false

		1604						LN		59		8		false		         8              I don't believe I have any other				false

		1605						LN		59		9		false		         9    questions.				false

		1606						LN		59		10		false		        10              I assume you'll remain here in case other				false

		1607						LN		59		11		false		        11    questions do come up.				false

		1608						LN		59		12		false		        12              MS. REIF:  And, Ms. Hogle, do you have any				false

		1609						LN		59		13		false		        13    redirect?				false

		1610						LN		59		14		false		        14              MS. HOGLE:  No redirect.  Thank you.				false

		1611						LN		59		15		false		        15              MS. REIF:  Okay.  Thank you very much.				false

		1612						LN		59		16		false		        16              Do you wish to call anyone else?				false

		1613						LN		59		17		false		        17              MS. HOGLE:  Not at this time.  Thank you.				false

		1614						LN		59		18		false		        18              MS. REIF:  Okay.  Thank you.				false

		1615						LN		59		19		false		        19              Mr. Jetter.				false

		1616						LN		59		20		false		        20              MR. JETTER:  Thank you.				false

		1617						LN		59		21		false		        21              The Division would like to call and have				false

		1618						LN		59		22		false		        22    sworn in Lane Mecham.				false

		1619						LN		59		23		false		        23              MS. REIF:  Mr. Mecham, would you come and				false

		1620						LN		59		24		false		        24    have a seat at the witness stand, please.				false

		1621						LN		59		25		false		        25              Do you swear to tell the truth?				false

		1622						PG		60		0		false		page 60				false

		1623						LN		60		1		false		         1              MR. MECHAM:  I do.				false

		1624						LN		60		2		false		         2              MS. REIF:  Thank you.  You may be seated.				false

		1625						LN		60		3		false		         3                     DIRECT EXAMINATION				false

		1626						LN		60		4		false		         4    BY MR. JETTER:				false

		1627						LN		60		5		false		         5        Q.    Good morning.  Would you please state your				false

		1628						LN		60		6		false		         6    name and occupation for the record.				false

		1629						LN		60		7		false		         7        A.    My name is Lane Mecham.  I am a utility				false

		1630						LN		60		8		false		         8    analyst with the Division of Public Utilities.				false

		1631						LN		60		9		false		         9        Q.    Thank you.				false

		1632						LN		60		10		false		        10              And in the course of your employment with				false

		1633						LN		60		11		false		        11    the Division of Public Utilities, have you had the				false

		1634						LN		60		12		false		        12    opportunity to review the filings in this docket?				false

		1635						LN		60		13		false		        13        A.    Yes.				false

		1636						LN		60		14		false		        14        Q.    And did you create and cause to be filed				false

		1637						LN		60		15		false		        15    with the Commission an action request dated				false

		1638						LN		60		16		false		        16    February 3rd, 2018, along with comments and reply				false

		1639						LN		60		17		false		        17    comments dated April 9th and April 16th, 2018?				false

		1640						LN		60		18		false		        18        A.    Yes.				false

		1641						LN		60		19		false		        19        Q.    Do you have any corrections or changes				false

		1642						LN		60		20		false		        20    that you'd like to make to those?				false

		1643						LN		60		21		false		        21        A.    No.				false

		1644						LN		60		22		false		        22        Q.    And do those comments reflect the position				false

		1645						LN		60		23		false		        23    of the Division of Public Utilities accurately?				false

		1646						LN		60		24		false		        24        A.    Yes.				false

		1647						LN		60		25		false		        25        Q.    Thank you.				false

		1648						PG		61		0		false		page 61				false

		1649						LN		61		1		false		         1              MR. JETTER:  I'd like to move at this time				false

		1650						LN		61		2		false		         2    to enter into the record the action request response				false

		1651						LN		61		3		false		         3    along with the comments I have identified here from				false

		1652						LN		61		4		false		         4    Mr. Mecham.				false

		1653						LN		61		5		false		         5              MS. REIF:  Any objection?				false

		1654						LN		61		6		false		         6              Seeing none, they are admitted.				false

		1655						LN		61		7		false		         7        Q.    (BY MR. JETTER)  Thank you.				false

		1656						LN		61		8		false		         8              Have you prepared a brief statement				false

		1657						LN		61		9		false		         9    summarizing the Division's position?				false

		1658						LN		61		10		false		        10        A.    I have.				false

		1659						LN		61		11		false		        11        Q.    Please go ahead.				false

		1660						LN		61		12		false		        12        A.    The Division recommends that the				false

		1661						LN		61		13		false		        13    Commission order the Company to refund the full				false

		1662						LN		61		14		false		        14    $76.2 million estimated tax savings created by the				false

		1663						LN		61		15		false		        15    tax cuts and jobs act.				false

		1664						LN		61		16		false		        16              Customers are paying a base rate which was				false

		1665						LN		61		17		false		        17    set based on an assumed tax rate of 35 percent.				false

		1666						LN		61		18		false		        18    That rate is now 21 percent.				false

		1667						LN		61		19		false		        19              The Company's proposal to continue				false

		1668						LN		61		20		false		        20    collecting a portion of the difference and defer to				false

		1669						LN		61		21		false		        21    offset future costs is neither just nor reasonable.				false

		1670						LN		61		22		false		        22              The Company's arguments that it will				false

		1671						LN		61		23		false		        23    provide better rate stability and/or that it's				false

		1672						LN		61		24		false		        24    credit rating may be impacted by cash flow changes				false

		1673						LN		61		25		false		        25    are unpersuasive.  While the Division does recognize				false

		1674						PG		62		0		false		page 62				false

		1675						LN		62		1		false		         1    that there are benefits to rate stability, it does				false

		1676						LN		62		2		false		         2    not support the creation of a deferral account for				false

		1677						LN		62		3		false		         3    the purpose of offsetting future costs.				false

		1678						LN		62		4		false		         4              Customer rates should be based primarily				false

		1679						LN		62		5		false		         5    on the current cost of serving them.  The cost				false

		1680						LN		62		6		false		         6    savings resulting from the reduced tax rate should				false

		1681						LN		62		7		false		         7    be passed on to today's customers.				false

		1682						LN		62		8		false		         8              We recommend that the accrued balance as				false

		1683						LN		62		9		false		         9    of April 30th, 2018, or approximately $25 million,				false

		1684						LN		62		10		false		        10    be refunded to ratepayers as a one-time credit				false

		1685						LN		62		11		false		        11    effective May 1st, 2018.				false

		1686						LN		62		12		false		        12              We further recommend that the remaining				false

		1687						LN		62		13		false		        13    savings be passed through to customers by creating a				false

		1688						LN		62		14		false		        14    rate that will refund customers based on their				false

		1689						LN		62		15		false		        15    usage.  This can be done by allocating the savings				false

		1690						LN		62		16		false		        16    in the same manner as the proposed tariff schedule				false

		1691						LN		62		17		false		        17    197.				false

		1692						LN		62		18		false		        18              These recommendations will appropriately				false

		1693						LN		62		19		false		        19    pass the cost savings to customers quickly and				false

		1694						LN		62		20		false		        20    efficiently.  While the Division believes this is				false

		1695						LN		62		21		false		        21    the most appropriate method at this time, we				false

		1696						LN		62		22		false		        22    recognize that some uncertainty exists about the				false

		1697						LN		62		23		false		        23    amount of the estimate and is not strongly opposed				false

		1698						LN		62		24		false		        24    to the Company's proposal of beginning to refund $61				false

		1699						LN		62		25		false		        25    million starting May 1st, 2018.  However, the				false

		1700						PG		63		0		false		page 63				false

		1701						LN		63		1		false		         1    Division believes this is only a time deferment of				false

		1702						LN		63		2		false		         2    the estimated tax savings amount and then begin to				false

		1703						LN		63		3		false		         3    refund the full amount at that time.				false

		1704						LN		63		4		false		         4              The Division remains strongly opposed to				false

		1705						LN		63		5		false		         5    mixing costs and benefits as the Company has				false

		1706						LN		63		6		false		         6    requested.				false

		1707						LN		63		7		false		         7              The Company's request to pull Deer Creek				false

		1708						LN		63		8		false		         8    mine costs from the EBA and offset them with tax				false

		1709						LN		63		9		false		         9    savings should be denied.				false

		1710						LN		63		10		false		        10              And I will clarify our position as well				false

		1711						LN		63		11		false		        11    based on something that was said earlier.  And I				false

		1712						LN		63		12		false		        12    wasn't sure about the exchange between Mr. Dodge and				false

		1713						LN		63		13		false		        13    Ms. Kobliha.  But we would be opposed to a decision				false

		1714						LN		63		14		false		        14    today on the excess deferred income tax position.				false

		1715						LN		63		15		false		        15              Thank you.				false

		1716						LN		63		16		false		        16        Q.    And I'd like to ask you just a quick				false

		1717						LN		63		17		false		        17    follow up to clarify something that I think we're				false

		1718						LN		63		18		false		        18    possibly a little bit unclear on.				false

		1719						LN		63		19		false		        19              Is it your understanding, or is it your --				false

		1720						LN		63		20		false		        20    I mean -- start that question over again.				false

		1721						LN		63		21		false		        21              Is it the Division's recommendation to the				false

		1722						LN		63		22		false		        22    Commission that the refund of the $61 million, if it				false

		1723						LN		63		23		false		        23    were to adopt that recommendation by other parties,				false

		1724						LN		63		24		false		        24    would be completed by the end of 2018?				false

		1725						LN		63		25		false		        25        A.    The Division's position is that the full				false

		1726						PG		64		0		false		page 64				false

		1727						LN		64		1		false		         1    amount of the refund, when that is determined, be				false

		1728						LN		64		2		false		         2    refunded this year; so if it was determined in June				false

		1729						LN		64		3		false		         3    that 76.2 is the actual tax savings that the Company				false

		1730						LN		64		4		false		         4    -- that the cost before tax expense will be reduced,				false

		1731						LN		64		5		false		         5    that should be refunded in 2018.				false

		1732						LN		64		6		false		         6              So we're saying that $61 million is okay				false

		1733						LN		64		7		false		         7    to start now but that we would expect the full				false

		1734						LN		64		8		false		         8    amount to be refunded within 2018 and then get a				false

		1735						LN		64		9		false		         9    rate set that continues to refund those annual				false

		1736						LN		64		10		false		        10    estimated savings until the next general rate case.				false

		1737						LN		64		11		false		        11        Q.    Thank you.  That clarifies what I think we				false

		1738						LN		64		12		false		        12    were a little uncertain about.				false

		1739						LN		64		13		false		        13              Thank you.				false

		1740						LN		64		14		false		        14              MR. JETTER:  I have no further questions				false

		1741						LN		64		15		false		        15    for Mr. Mecham.  He's available for cross by other				false

		1742						LN		64		16		false		        16    parties.				false

		1743						LN		64		17		false		        17              MS. REIF:  Thank you, Mr. Jetter.				false

		1744						LN		64		18		false		        18              Ms. Hogle?				false

		1745						LN		64		19		false		        19              MS. HOGLE:  Is it okay if I take my turn				false

		1746						LN		64		20		false		        20    out of turn?				false

		1747						LN		64		21		false		        21              MS. REIF:  Sure.  If you wish.				false

		1748						LN		64		22		false		        22              MS. HOGLE:  Thank you.				false

		1749						LN		64		23		false		        23              MS. REIF:  So we'll go to Mr. Moore.				false

		1750						LN		64		24		false		        24              MR. MOORE:  No questions.  Thank you.				false

		1751						LN		64		25		false		        25              MS. REIF:  Mr. Dodge?				false

		1752						PG		65		0		false		page 65				false

		1753						LN		65		1		false		         1                     CROSS EXAMINATION				false

		1754						LN		65		2		false		         2    BY MR. DODGE:				false

		1755						LN		65		3		false		         3        Q.    Mr. Mecham, can you clarify the Division's				false

		1756						LN		65		4		false		         4    current position with respect to whether Nucor and				false

		1757						LN		65		5		false		         5    U.S. Magnesium should be included in the refund				false

		1758						LN		65		6		false		         6    that's determined by the Commission?				false

		1759						LN		65		7		false		         7        A.    Yes, they should be included in the				false

		1760						LN		65		8		false		         8    refund.				false

		1761						LN		65		9		false		         9        Q.    So to clarify:  Although the initial				false

		1762						LN		65		10		false		        10    action request suggested that there was a reason for				false

		1763						LN		65		11		false		        11    us not to include them, the Division has now				false

		1764						LN		65		12		false		        12    concluded that they should be included in the				false

		1765						LN		65		13		false		        13    refund?				false

		1766						LN		65		14		false		        14        A.    Yes.  After further conversations with				false

		1767						LN		65		15		false		        15    those parties, we have determined that they should				false

		1768						LN		65		16		false		        16    be included in the tax refund.				false

		1769						LN		65		17		false		        17        Q.    Thank you.				false

		1770						LN		65		18		false		        18              MR. DODGE:  No further questions.				false

		1771						LN		65		19		false		        19              MS. REIF:  Thank you.				false

		1772						LN		65		20		false		        20              MS. BALDWIN:  No questions.				false

		1773						LN		65		21		false		        21              MS. REIF:  Back to you, Ms. Hogle.				false

		1774						LN		65		22		false		        22              MS. HOGLE:  No questions.  Thank you.				false

		1775						LN		65		23		false		        23              MS. REIF:  Okay.				false

		1776						LN		65		24		false		        24              Mr. Mecham, I have -- oh.				false

		1777						LN		65		25		false		        25              MR. MECHAM:  I was hoping to get out of				false

		1778						PG		66		0		false		page 66				false

		1779						LN		66		1		false		         1    the hot seat earlier.				false

		1780						LN		66		2		false		         2              MS. REIF:  Certainly.  You'll have to				false

		1781						LN		66		3		false		         3    stick around for just a couple of minutes longer.				false

		1782						LN		66		4		false		         4                        EXAMINATION				false

		1783						LN		66		5		false		         5    BY MS. REIF:				false

		1784						LN		66		6		false		         6        Q.    So circling back on your testimony that is				false

		1785						LN		66		7		false		         7    the Division's recommendation that the full $76.2				false

		1786						LN		66		8		false		         8    million be refunded and that amount be refunded				false

		1787						LN		66		9		false		         9    within this year, within 2018 -- and I summarize				false

		1788						LN		66		10		false		        10    that correctly?  Is that --				false

		1789						LN		66		11		false		        11        A.    Yes.				false

		1790						LN		66		12		false		        12        Q.    -- your understanding?  Okay.				false

		1791						LN		66		13		false		        13              How would the Division propose that that				false

		1792						LN		66		14		false		        14    refund be allocated?				false

		1793						LN		66		15		false		        15        A.    Based off the proposed Tariff Schedule				false

		1794						LN		66		16		false		        16    197.  And so what we would propose is that the				false

		1795						LN		66		17		false		        17    accrued balance as of April 30th, which is				false

		1796						LN		66		18		false		        18    approximately $25 million, that that be refunded as				false

		1797						LN		66		19		false		        19    a one-time credit, allocated in the same way as at				false

		1798						LN		66		20		false		        20    Tariff Schedule 197 and then that a rate be set by				false

		1799						LN		66		21		false		        21    the same tariff going forward for the rest of the				false

		1800						LN		66		22		false		        22    year.  And then, essentially, until they execute the				false

		1801						LN		66		23		false		        23    next rate case; so --				false

		1802						LN		66		24		false		        24        Q.    Okay.				false

		1803						LN		66		25		false		        25              MS. REIF:  I'm going to ask you to remain				false

		1804						PG		67		0		false		page 67				false

		1805						LN		67		1		false		         1    available.  And we're going to take a ten-minute				false

		1806						LN		67		2		false		         2    recess, and we'll be back in ten minutes.				false

		1807						LN		67		3		false		         3              Okay.  Thanks.				false

		1808						LN		67		4		false		         4                         (Recess.)				false

		1809						LN		67		5		false		         5              MS. REIF:  Thank you everyone we are back				false

		1810						LN		67		6		false		         6    on the record.				false

		1811						LN		67		7		false		         7                  EXAMINATION (CONTINUED)				false

		1812						LN		67		8		false		         8    BY MS. REIF:				false

		1813						LN		67		9		false		         9        Q.    Mr. Mecham, could you please explain how				false

		1814						LN		67		10		false		        10    the Division would recommend refunding the lump sum				false

		1815						LN		67		11		false		        11    amount for the first part of 2018?				false

		1816						LN		67		12		false		        12        A.    Using the Tariff Schedule 197 and just the				false

		1817						LN		67		13		false		        13    rate spread that -- the exhibit across that same				false

		1818						LN		67		14		false		        14    percentage, allocated the same way.				false

		1819						LN		67		15		false		        15        Q.    Okay.  Thank you.				false

		1820						LN		67		16		false		        16              That's all I have for you.  Thank you.				false

		1821						LN		67		17		false		        17              MS. REIF:  Are there any follow-up				false

		1822						LN		67		18		false		        18    questions for Mr. Mecham?				false

		1823						LN		67		19		false		        19              You may be excused, Mr. Mecham.  Thank				false

		1824						LN		67		20		false		        20    you.				false

		1825						LN		67		21		false		        21              Ms. Hogle, I wanted to backtrack a little				false

		1826						LN		67		22		false		        22    bit with my questioning of Ms. Steward on the				false

		1827						LN		67		23		false		        23    exhibits that we were talking about with respect to				false

		1828						LN		67		24		false		        24    Nucor and U.S. Magnesium.				false

		1829						LN		67		25		false		        25              I don't necessarily need to ask her a				false

		1830						PG		68		0		false		page 68				false

		1831						LN		68		1		false		         1    question, but I do want to note that it is the				false

		1832						LN		68		2		false		         2    Commission's concern, based on our review of those				false

		1833						LN		68		3		false		         3    two exhibits, that it does not appear that the				false

		1834						LN		68		4		false		         4    Company has allocated the overall percent decrease				false

		1835						LN		68		5		false		         5    to U.S. Magnesium and Nucor.				false

		1836						LN		68		6		false		         6              And so we would just ask that you review				false

		1837						LN		68		7		false		         7    that exhibit -- both exhibits, in fact -- and in				false

		1838						LN		68		8		false		         8    light of our concerns and, if necessary, file a				false

		1839						LN		68		9		false		         9    corrected exhibit.				false

		1840						LN		68		10		false		        10              MS. HOGLE:  Okay.				false

		1841						LN		68		11		false		        11              MS. REIF:  Thank you.				false

		1842						LN		68		12		false		        12              MS. HOGLE:  Thank you.				false

		1843						LN		68		13		false		        13              MS. REIF:  Okay.				false

		1844						LN		68		14		false		        14              I believe we are to you, Mr. Moore.				false

		1845						LN		68		15		false		        15              MR. MOORE:  The Office will call Cheryl				false

		1846						LN		68		16		false		        16    Murray and have her sworn, please.				false

		1847						LN		68		17		false		        17              MS. REIF:  Good morning, Ms. Murray.				false

		1848						LN		68		18		false		        18              Do you swear tell the truth?				false

		1849						LN		68		19		false		        19              MS. MURRAY:  Yes, I do.				false

		1850						LN		68		20		false		        20              MS. REIF:  Thank you.				false

		1851						LN		68		21		false		        21                     DIRECT EXAMINATION				false

		1852						LN		68		22		false		        22    BY MR. MOORE:				false

		1853						LN		68		23		false		        23        Q.    Could you please state your name, business				false

		1854						LN		68		24		false		        24    address, and for whom you are testifying for.				false

		1855						LN		68		25		false		        25        A.    Yes.  My name is Cheryl Murray.  My				false

		1856						PG		69		0		false		page 69				false

		1857						LN		69		1		false		         1    business address is 160 East 300 South, Salt Lake				false

		1858						LN		69		2		false		         2    City, Utah.  And I'm testifying on behalf of the				false

		1859						LN		69		3		false		         3    Office of Consumer Services.				false

		1860						LN		69		4		false		         4        Q.    Did you file any comments in this docket				false

		1861						LN		69		5		false		         5    on February 23rd, 2018, and April 9th, 2018?				false

		1862						LN		69		6		false		         6        A.    Yes.				false

		1863						LN		69		7		false		         7        Q.    Do you have any corrections you'd like to				false

		1864						LN		69		8		false		         8    make to those comments?				false

		1865						LN		69		9		false		         9        A.    Yes.  The date on the first page of the				false

		1866						LN		69		10		false		        10    second set of comments consisting of four pages				false

		1867						LN		69		11		false		        11    should be April 9, 2018, not February 23rd.				false

		1868						LN		69		12		false		        12              The date in the header on the subsequent				false

		1869						LN		69		13		false		        13    pages is correct.				false

		1870						LN		69		14		false		        14        Q.    With those changes, do you adopt those				false

		1871						LN		69		15		false		        15    comments as your testimony?				false

		1872						LN		69		16		false		        16        A.    Yes.				false

		1873						LN		69		17		false		        17              MR. MOORE:  At this time, I move for the				false

		1874						LN		69		18		false		        18    admission of the comments.				false

		1875						LN		69		19		false		        19              MS. REIF:  Any objection?				false

		1876						LN		69		20		false		        20              Seeing none, they are admitted.				false

		1877						LN		69		21		false		        21        Q.    (BY MR. MOORE)  Have you prepared a				false

		1878						LN		69		22		false		        22    summary of the Office's position?				false

		1879						LN		69		23		false		        23        A.    Yes.				false

		1880						LN		69		24		false		        24        Q.    Please proceed.				false

		1881						LN		69		25		false		        25        A.    My April 9, 2018, comments included an				false

		1882						PG		70		0		false		page 70				false

		1883						LN		70		1		false		         1    attachment, an attached report from Ms. Donna Ramos,				false

		1884						LN		70		2		false		         2    a revenue requirement expert retained by the Office				false

		1885						LN		70		3		false		         3    to review and analyze and make recommendations				false

		1886						LN		70		4		false		         4    regarding RMP's March 16th tariff filing.				false

		1887						LN		70		5		false		         5              In that report she identified a number of				false

		1888						LN		70		6		false		         6    ways in which the Tax Reform Act impacts the				false

		1889						LN		70		7		false		         7    Company's revenue requirement.				false

		1890						LN		70		8		false		         8              And, as indicated earlier, she is				false

		1891						LN		70		9		false		         9    available on the phone to respond to any accounting				false

		1892						LN		70		10		false		        10    questions that may arise.				false

		1893						LN		70		11		false		        11              Although the full impact of the Tax Reform				false

		1894						LN		70		12		false		        12    Act is currently unknown, the Company has provided				false

		1895						LN		70		13		false		        13    an initial estimate of approximately $76.2 million,				false

		1896						LN		70		14		false		        14    which is only a portion of the overall impacts on				false

		1897						LN		70		15		false		        15    the Company's revenue requirement that will need to				false

		1898						LN		70		16		false		        16    be returned to rate payers.  The Company will				false

		1899						LN		70		17		false		        17    provide additional information in the June 15th,				false

		1900						LN		70		18		false		        18    2018, filing.				false

		1901						LN		70		19		false		        19              As stated in reply comments filed on				false

		1902						LN		70		20		false		        20    April 16th, 2018, the Company now proposes to return				false

		1903						LN		70		21		false		        21    $61 million to rate payers, or approximately				false

		1904						LN		70		22		false		        22    80 percent of the $76 million.  This is an				false

		1905						LN		70		23		false		        23    improvement over the Company's first proposal to				false

		1906						LN		70		24		false		        24    return only $20 million.  However, the Company				false

		1907						LN		70		25		false		        25    continues to assert that the remaining funds can be				false

		1908						PG		71		0		false		page 71				false

		1909						LN		71		1		false		         1    used to offset future rate payer liabilities or				false

		1910						LN		71		2		false		         2    costs and should not be returned at this time.  The				false

		1911						LN		71		3		false		         3    Office is open to reviewing future proposals for				false

		1912						LN		71		4		false		         4    offsets in the next phase of this docket but asserts				false

		1913						LN		71		5		false		         5    that specific proposals supported with additional				false

		1914						LN		71		6		false		         6    information will be necessary to judge the				false

		1915						LN		71		7		false		         7    appropriateness of using the remaining tax funds for				false

		1916						LN		71		8		false		         8    other purposes, rather returning them directly to				false

		1917						LN		71		9		false		         9    rate payers.				false

		1918						LN		71		10		false		        10              The Company's reply comment of April 16th,				false

		1919						LN		71		11		false		        11    2018, at page 4 reads "The Division, the Office, and				false

		1920						LN		71		12		false		        12    UIEC recommend refunding $76.2 million in savings				false

		1921						LN		71		13		false		        13    related to the Tax Reform Act through the end of				false

		1922						LN		71		14		false		        14    2018."				false

		1923						LN		71		15		false		        15              That statement is partially incorrect.				false

		1924						LN		71		16		false		        16    The Office did propose to return the full $76.2				false

		1925						LN		71		17		false		        17    million, but did not propose that the refund would				false

		1926						LN		71		18		false		        18    terminate at the end of 2018.  The Office asserts				false

		1927						LN		71		19		false		        19    that this should not be an interim rate.				false

		1928						LN		71		20		false		        20              It is the Office's position that this is				false

		1929						LN		71		21		false		        21    an annual amount that should continue to be refunded				false

		1930						LN		71		22		false		        22    until the Company files a general rate case, an				false

		1931						LN		71		23		false		        23    application to revise the tariff, or an application				false

		1932						LN		71		24		false		        24    to utilize the funds for some other purpose that				false

		1933						LN		71		25		false		        25    will benefit rate payers.				false

		1934						PG		72		0		false		page 72				false

		1935						LN		72		1		false		         1              In our comments, we did not indicate				false

		1936						LN		72		2		false		         2    specifically how the $76 million should be returned				false

		1937						LN		72		3		false		         3    to rate payers.  We agree with the Division that the				false

		1938						LN		72		4		false		         4    credit should be shown on customer bills as a				false

		1939						LN		72		5		false		         5    separate line item so it is clear to rate payers				false

		1940						LN		72		6		false		         6    what is being returned and why.				false

		1941						LN		72		7		false		         7              The Office maintains its recommendation				false

		1942						LN		72		8		false		         8    that the Commission require the Company to return				false

		1943						LN		72		9		false		         9    the full $76 million to customers through a rate				false

		1944						LN		72		10		false		        10    reduction effective May 1, 2018.				false

		1945						LN		72		11		false		        11              We also recommend that the Company be				false

		1946						LN		72		12		false		        12    required to provide a breakdown of the EVIT balance				false

		1947						LN		72		13		false		        13    on a Utah jurisdictional basis between protected				false

		1948						LN		72		14		false		        14    property related EVIT, unprotected property related				false

		1949						LN		72		15		false		        15    EVIT, and nonproperty related EVIT in its June 15th,				false

		1950						LN		72		16		false		        16    2018, filing.				false

		1951						LN		72		17		false		        17              That concludes my summary.				false

		1952						LN		72		18		false		        18              MR. MOORE:  Ms. Murray is available for				false

		1953						LN		72		19		false		        19    cross and questions from the Commission.				false

		1954						LN		72		20		false		        20              MS. REIF:  Thank you, Mr. Moore.				false

		1955						LN		72		21		false		        21              Any questions, Ms. Hogle?				false

		1956						LN		72		22		false		        22              MS. HOGLE:  No questions.				false

		1957						LN		72		23		false		        23              MS. REIF:  Any questions from the				false

		1958						LN		72		24		false		        24    Division?				false

		1959						LN		72		25		false		        25              MR. JETTER:  No questions from the				false

		1960						PG		73		0		false		page 73				false

		1961						LN		73		1		false		         1    Division, thank you.				false

		1962						LN		73		2		false		         2              MS. REIF:  Mr. Dodge?				false

		1963						LN		73		3		false		         3              MR. DODGE:  No questions.  Thank you.				false

		1964						LN		73		4		false		         4              MS. REIF:  Ms. Baldwin?				false

		1965						LN		73		5		false		         5              MS. BALDWIN:  No questions.				false

		1966						LN		73		6		false		         6              MS. REIF:  No questions.				false

		1967						LN		73		7		false		         7              Ms. Murray, you may be excused.				false

		1968						LN		73		8		false		         8              MR. MOORE:  Ms. Ramas (phonetic) is on the				false

		1969						LN		73		9		false		         9    phone -- Ramos, I'm sorry -- is on the phone if				false

		1970						LN		73		10		false		        10    anybody has questions about her report.				false

		1971						LN		73		11		false		        11              MS. REIF:  Are there any questions for				false

		1972						LN		73		12		false		        12    Ms. Ramos?				false

		1973						LN		73		13		false		        13              MS. HOGLE:  No questions.				false

		1974						LN		73		14		false		        14              MS. REIF:  Ms. Ramos, thank you for being				false

		1975						LN		73		15		false		        15    with us.  You are welcome to stay on the line, and				false

		1976						LN		73		16		false		        16    there aren't any questions for.				false

		1977						LN		73		17		false		        17              MR. MOORE:  Can't she be excused?				false

		1978						LN		73		18		false		        18              MS. REIF:  Oh, she can be excused.  She's				false

		1979						LN		73		19		false		        19    welcome to say on the line, if she wishes.				false

		1980						LN		73		20		false		        20              MS. MURRAY:  She's on vacation; so				false

		1981						LN		73		21		false		        21    probably not.				false

		1982						LN		73		22		false		        22              MS. REIF:  All right.  Yes.				false

		1983						LN		73		23		false		        23              MS. MURRAY:  Thank you.				false

		1984						LN		73		24		false		        24              MS. REIF:  Thank you.				false

		1985						LN		73		25		false		        25              Mr. Dodge?				false

		1986						PG		74		0		false		page 74				false

		1987						LN		74		1		false		         1              MR. DODGE:  Thank you, Your Honor.				false

		1988						LN		74		2		false		         2              UAE would like to call Kevin Higgins.				false

		1989						LN		74		3		false		         3              MS. REIF:  Mr. Higgins, good morning.				false

		1990						LN		74		4		false		         4              MR. HIGGINS:  Good morning.				false

		1991						LN		74		5		false		         5              MS. REIF:  I will swear you in.				false

		1992						LN		74		6		false		         6              Do you swear to tell the truth?				false

		1993						LN		74		7		false		         7              MR. HIGGINS:  Yes, I do.				false

		1994						LN		74		8		false		         8              MS. REIF:  Thank you.				false

		1995						LN		74		9		false		         9              You may proceed.				false

		1996						LN		74		10		false		        10                     DIRECT EXAMINATION				false

		1997						LN		74		11		false		        11    BY MR. DODGE:				false

		1998						LN		74		12		false		        12        Q.    Mr. Higgins, would you state your name and				false

		1999						LN		74		13		false		        13    on whose behalf you're testifying?				false

		2000						LN		74		14		false		        14        A.    My name is Kevin Higgins.  I'm here on				false

		2001						LN		74		15		false		        15    behalf of Utah Association of Energy Users, or UAE.				false

		2002						LN		74		16		false		        16        Q.    Mr. Higgins, did you participate in				false

		2003						LN		74		17		false		        17    preparation of UAE's comments and responsive				false

		2004						LN		74		18		false		        18    comments, both filed in this docket?				false

		2005						LN		74		19		false		        19        A.    Yes, I did.				false

		2006						LN		74		20		false		        20        Q.    And do you adopt those today as your				false

		2007						LN		74		21		false		        21    testimony regarding UAE's position?				false

		2008						LN		74		22		false		        22        A.    Yes, I do.				false

		2009						LN		74		23		false		        23        Q.    And do you have any corrections to either				false

		2010						LN		74		24		false		        24    of those comments?				false

		2011						LN		74		25		false		        25        A.    I have a typo of some substance that I				false

		2012						PG		75		0		false		page 75				false

		2013						LN		75		1		false		         1    need to correct, and that is on page 7 of the				false

		2014						LN		75		2		false		         2    responsive comments filed by UAE on April 9th.				false

		2015						LN		75		3		false		         3              And under the section "requested relief,"				false

		2016						LN		75		4		false		         4    seven lines down we refer to a period ending				false

		2017						LN		75		5		false		         5    December 31st, 2018.  That should be 2017.				false

		2018						LN		75		6		false		         6        Q.    Thank you.				false

		2019						LN		75		7		false		         7        A.    And I believe that will certainly be				false

		2020						LN		75		8		false		         8    consistent with the context in which its made.				false

		2021						LN		75		9		false		         9        Q.    Thank you.				false

		2022						LN		75		10		false		        10              MR. DODGE:  And with those corrections,				false

		2023						LN		75		11		false		        11    I'd offer into the record the UAE comments that have				false

		2024						LN		75		12		false		        12    been documented by Mr. Higgins.				false

		2025						LN		75		13		false		        13              MS. REIF:  Any objection?				false

		2026						LN		75		14		false		        14              Seeing none, it is admitted.				false

		2027						LN		75		15		false		        15        Q.    (BY MR. DODGE)  Mr. Higgins, before I ask				false

		2028						LN		75		16		false		        16    you to summarize -- provide a brief summary of your				false

		2029						LN		75		17		false		        17    testimony, I'm assuming that there -- almost				false

		2030						LN		75		18		false		        18    regardless of the amount the Commission decides to				false

		2031						LN		75		19		false		        19    have returned, there could be adopted between the				false

		2032						LN		75		20		false		        20    actual tax savings as determined by the Commission				false

		2033						LN		75		21		false		        21    from January 1st forward in the amount returned.				false

		2034						LN		75		22		false		        22              What is UAE's position with respect to the				false

		2035						LN		75		23		false		        23    carrying charge that should apply to any such				false

		2036						LN		75		24		false		        24    amount?				false

		2037						LN		75		25		false		        25        A.    UAE's position with respect to any				false

		2038						PG		76		0		false		page 76				false

		2039						LN		76		1		false		         1    carrying charges in this -- dealing with these tax				false

		2040						LN		76		2		false		         2    reform reductions is that they represent a				false

		2041						LN		76		3		false		         3    regulatory liability on the Company.  And, as such,				false

		2042						LN		76		4		false		         4    the carrying charges on that regulatory liability				false

		2043						LN		76		5		false		         5    ought to be equal to the weighted average cost of				false

		2044						LN		76		6		false		         6    capital that's applied to the rate base generally;				false

		2045						LN		76		7		false		         7    so since this is net, any of these deferrals is, in				false

		2046						LN		76		8		false		         8    essence, acting as a reduction in rate base.  It				false

		2047						LN		76		9		false		         9    should receive the same carrying charge effect that				false

		2048						LN		76		10		false		        10    the rate base receives in terms of return.				false

		2049						LN		76		11		false		        11        Q.    Thank you, Mr. Higgins.				false

		2050						LN		76		12		false		        12              With that, would you provide the				false

		2051						LN		76		13		false		        13    Commission with a brief summary?				false

		2052						LN		76		14		false		        14        A.    Yes.				false

		2053						LN		76		15		false		        15        Q.    UAE recognizes and appreciates that the				false

		2054						LN		76		16		false		        16    Commission took important steps in opening this				false

		2055						LN		76		17		false		        17    Docket and authorizing deferred accounting treatment				false

		2056						LN		76		18		false		        18    for Rocky Mountain Power to defer as regulatory				false

		2057						LN		76		19		false		        19    liability all revenue requirement impacts of the Tax				false

		2058						LN		76		20		false		        20    Reform Act, beginning January 1st, 2018.				false

		2059						LN		76		21		false		        21              These actions allow the Commission and				false

		2060						LN		76		22		false		        22    parties to carefully consider the best path forward				false

		2061						LN		76		23		false		        23    for equitably passing through the benefits of lower				false
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         1     April 18, 2018                            10:00 am

         2
                             P R O C E E D I N G S
         3

         4              MS. REIF:  We are on the record.  Welcome

         5    everyone.  I'm Melanie Reif.  I am the presiding

         6    officer and administrative law judge for the Utah

         7    Public Service Commission.

         8              And this morning we are having a hearing

         9    in Docket 17-035-69.  This matter is entitled

        10    "Investigation of Revenue Requirement Impacts of the

        11    New Federal Tax Legislation titled:  An act to

        12    provide for reconciliation pursuant to Titles II and

        13    V of the concurrent resolution of the budget for

        14    fiscal year 2018."

        15              Before we get to the substantive part of

        16    the hearing, I want to handle a procedural issue

        17    which deals with the petitions to intervene that are

        18    pending before the Commission.

        19              And I would like to ask -- well, first of

        20    all, we have three petitions.  We have a petition

        21    from Utah Association of Energy Users, U.S.

        22    Magnesium, and Utah Industrial Energy Consumers.

        23              Is there any objection to granting those

        24    motions as presented to the Commission?

        25              Hearing none, the Commission grants each
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         1    of those motions for the reasons that they were

         2    submitted.

         3              So we'll proceed with the substantive part

         4    of the hearing, and we'll start by taking

         5    appearances.

         6              And Ms. Hogle, if you would please start.

         7              MS. HOGLE:  Good morning.  Yvonne Hogle on

         8    behalf of Rocky Mountain Power.

         9              With me at counsel table is Ms. Nikki

        10    Kobliha, who is vice president and chief financial

        11    officer and treasurer of PacifiCorp.

        12              And behind me are Steve McDougal.  He is

        13    the director of revenue requirements for Rocky

        14    Mountain Power.

        15              Joelle Steward, who is the vice president

        16    of regulation for Rocky Mountain Power.

        17              And, I believe, Jana Saba, who is the

        18    manager, Utah manager of regulatory affairs.

        19              We also have Mr. Jonathan Hale, who is the

        20    senior tax director for PacifiCorp.

        21              And they are here to answer any questions

        22    in the event that there are questions that

        23    Ms. Kobliha cannot respond to.

        24              Thank you.

        25              MS. REIF:  Thank you, Ms. Hogle.
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         1              For the record, could you kindly spell

         2    your witness's last name?

         3              MS. HOGLE:  Yes.  It's K-o-b-l-i-h-a.

         4              MS. REIF:  Thank you.

         5              Mr. Jetter.

         6              MR. JETTER:  Good morning.  I'm Justin

         7    Jetter with the Utah Attorney General's Office.  I'm

         8    here this morning representing the Utah Division of

         9    Public Utilities.

        10              With me at counsel table is Division of

        11    Public Utilities analyst, Lane Mecham.

        12              MS. REIF:  Thank you.

        13              Mr. Moore.

        14              MR. MOORE:  Robert Moore of the Attorney

        15    General's Office, representing the Office of

        16    Consumer Services.

        17              With me at counsel table is Cheryl Murray,

        18    a utility analyst at the Office of Consumer

        19    Services.

        20              We have a consultant, Donna Ramos, on the

        21    phone.

        22              MS. REIF:  Very good.

        23              And do you intend to call both Ms. Murray

        24    and Ms. Ramos?

        25              MR. MOORE:  We plan to call Ms. Murray and
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         1    have Ms. Ramos available for questioning if somebody

         2    has a question on the report she provided to the

         3    Office and with the exhibit to Ms. Murray's

         4    comments.

         5              MS. REIF:  Okay.  Very good.  Thank you so

         6    much.

         7              Let me just clarify.  Do we have Ms. Ramos

         8    on the line?

         9              MS. RAMOS:  Yes, I'm here.

        10              MS. REIF:  Okay.  Thank you.  Welcome.

        11              Mr. Dodge.

        12              MR. DODGE:  Good morning, Your Honor.

        13    Gary Dodge on behalf of -- appearing this morning on

        14    behalf of the Utah Association of Energy Users as

        15    well as on behalf of U.S. Magnesium, LLC.

        16              We have Mr. Kevin Higgins available as a

        17    witness for UAE.  He is available to answer

        18    questions and offer testimony as appropriate at the

        19    time.

        20              And Mr. Roger Swanson is here on behalf of

        21    U.S. Magnesium.

        22              MS. REIF:  Very good.  Thank you very

        23    much.

        24              Good morning.

        25              MS. BALDWIN:  Good morning, Your Honor.
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         1              Vicki Baldwin for the Utah Industrial

         2    Energy Consumers, UIEC.

         3              And with me today I have Maurice Brubaker

         4    on the phone.  And I just wanted to note that he has

         5    indicated that it's hard to hear the people on here

         6    if we don't speak into the microphone.  I think he

         7    can't hear a lot of the others.

         8              MS. REIF:  Okay.  Very good.

         9              Mr. Brubaker, are you on the line with us?

        10              MR. BRUBAKER:  Yes, I am.

        11              MS. REIF:  Okay.  Thank you for joining us

        12    today.

        13              And just -- excuse me?

        14              MR. COOK:  My name is Jeremy Cook.  Jeremy

        15    Cook and Pete Mattheis.

        16              MS. REIF:  You'll want to make sure your

        17    microphone is on and right up to your face.

        18              MR. COOK:  Jeremy Cook and Pete Mattheis.

        19    We're here on behalf of Nucor Corporation.

        20              We don't plan to provide any additional

        21    comments except for the comments we submitted.

        22              MS. REIF:  Okay.  You will be staying for

        23    the hearing?  Because I do have questions for you.

        24              MR. COOK:  Correct.

        25              MS. REIF:  Very good.  All right.  Thank
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         1    you, sir.

         2              Just a quick little note as to what

         3    Ms. Baldwin mentioned about the difficulty of being

         4    able to hear.  It's really important that you speak

         5    into your microphone and that your microphone is on

         6    when you do so.  And that will make it easier for

         7    everyone to hear on the telephone or the streaming.

         8    And, most importantly, for our court reporter to get

         9    a clear and correct transcription of our hearing

        10    today.

        11              So with that being said, Ms. Hogle, you

        12    have the floor.

        13              MS. HOGLE:  Rocky Mountain Power calls

        14    Ms. Nikki Kobliha.

        15              MS. REIF:  Ms. Kobliha, could you please

        16    take the stand.

        17              And I'll swear you in.

        18              Do you swear to tell the truth?

        19              MS. KOBLIHA:  Yes.

        20              MS. REIF:  Thank you very much.

        21                     DIRECT EXAMINATION

        22    BY MS. HOGLE:

        23        Q.    Good morning, Ms. Kobliha.

        24              Can you please state and spell your name

        25    for the record and provide your address as well.
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         1        A.    Yes.  Nikki Kobliha.

         2              N-i-k-k-i, K-o-b-l-i-h-a.

         3              My address is 825 NE Multnomah, Suite

         4    1900, Portland, Oregon 97232.

         5        Q.    And what is your position at PacifiCorp?

         6        A.    I am the VP and chief financial officer

         7    and treasurer of PacifiCorp.

         8        Q.    And can you provide some background of

         9    your work experience?

        10        A.    Yes.  I've been with PacifiCorp for almost

        11    21 years in various roles of increasing

        12    responsibility in the finance organization.  I was

        13    appointed as chief financial officer and treasurer

        14    in August of 2015, where I am responsible for

        15    internal and external reporting, treasury, tax,

        16    internal audit, and financial planning and analysis.

        17        Q.    And are you familiar with the application

        18    the Company filed on January 12, 2018?

        19        A.    Yes, I am.

        20        Q.    Are you also familiar with the comments

        21    that were filed by the Company on February 7th,

        22    2018; March 16th, 2018; and April 16th, 2018?

        23        A.    Yes, I am.

        24        Q.    And were they prepared at your direction

        25    or with your assistance?
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         1        A.    Yes.  I was involved in all those filings.

         2        Q.    Are you prepared to adopt those comments

         3    as your own?

         4        A.    Yes, I am.

         5        Q.    Okay.

         6              MS. HOGLE:  Your Honor, at this time, I'd

         7    like to enter the comments of Rocky Mountain Power

         8    filed February 7th, 2018; Rocky Mountain Power's

         9    tariff application, exhibits, and workpapers filed

        10    March 16th, 2018; and the comments and confidential

        11    exhibit and attachment filed along with Rocky

        12    Mountain Power's reply comment on April 16th, 2018,

        13    as exhibits into the record.

        14              MS. REIF:  Any objection?

        15              Seeing none, they are admitted.

        16              MS. HOGLE:  Thank you.

        17        Q.    (BY MS. HOGLE)  Ms. Kobliha, do you have a

        18    summary that you would like to provide today?

        19        A.    Yes, I do.

        20        Q.    Please proceed.

        21        A.    Thank you.

        22              So in December of 2017, Congress passed

        23    and the President signed HR1, more commonly referred

        24    to as the "Tax Act."  The passage of the Tax Act

        25    resulted in several changes that impact the Company
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         1    as detailed in our comments filed February 7th.

         2              As a reminder, the items most impacting

         3    the Company include a reduction in the federal

         4    income tax rate from 35 percent to 21 percent.  The

         5    requirement to normalize the excess deferred income

         6    taxes associated with public utility property using

         7    an average rate assumption methodology, or more

         8    commonly referred to as "ARAM," the elimination of

         9    business depreciation for public utility companies

        10    and the repeal of the domestic production activities

        11    deduction.

        12              The result of the changes outlined in the

        13    Tax Act is a net reduction in taxes that the Company

        14    is going to need to remit to the Internal Revenue

        15    Service starting in 2018.  The amount of the benefit

        16    is still being calculated, but the estimate that we

        17    submitted was $76.2 million on a Utah jurisdictional

        18    basis, without the amortization of the excess

        19    deferred income taxes.

        20              The estimate of the amortization of the

        21    excess deferred income taxes is fairly complex

        22    because of the number of assets the Company owns and

        23    depreciates; therefore, we ask for a little bit more

        24    time to complete that calculation.

        25              If you actually look at PacifiCorp's Form
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         1    10K that we filed in December of -- that we filed in

         2    '18 related to 2017 -- excuse me -- you'll see that

         3    the Company reported a federal excess deferred

         4    income tax liability of $2.358 billion.  And the

         5    majority of that needs to be amortized using this

         6    ARAM method that I referred to.

         7              As outlined in the Company's February 7th,

         8    2018, filing and then further discussed in our March

         9    16th filing, the Company at the time recommended

        10    refunding to customers $20 million or 25 percent of

        11    the estimated $76.2 million of benefits, effective

        12    May 1st.

        13              In the comments filed April 16th, the

        14    Company revised its position, and now proposes to

        15    refund $61 million or 80 percent of the estimated

        16    benefit, consistent with the amounts proposed by the

        17    Utah Association of Energy Users.

        18        Q.    Why is the Company not recommending to

        19    refund 100 percent of the benefits to customers

        20    immediately?

        21        A.    So the Company intends to pass back all

        22    the benefits to customers.  In both the February 7th

        23    and the March 16th filing, we noted two reasons why

        24    we didn't propose refunding 100 percent of the

        25    benefits immediately.
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         1              The first reason was rooted in the goal of

         2    rate stabilization for customers, to actually use

         3    these costs or use the benefits to offset no cost

         4    increases.  A couple of the items that we

         5    specifically noted were the Deer Creek closure costs

         6    and a projected increase in depreciation rates.

         7    Applying the tax benefits against those cost

         8    pressures should result in some rate stabilization.

         9              The second and most important reason for

        10    deferring the refund to customers to a later date

        11    was driven by the impacts of an immediate refund on

        12    PacifiCorp's credit metrics.  So the -- refunding

        13    amounts too quickly would weaken our strong credit

        14    metrics and potentially result in a ratings

        15    downgrade which, over the long term, means an

        16    increase in debt cost that would be passed on to

        17    customers.

        18              So in addition to -- we actually provided

        19    some information from the three rating agencies

        20    where they issued releases earlier in the year

        21    indicating how the tax reform would probably have a

        22    negative impact on utility companies' metrics.

        23              And then we also provided a link to a

        24    presentation prepared by the Brattle Group, which

        25    explains how refunding the benefits will weaken the
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         1    Company's credit metrics.  The theory of the

         2    weakened metrics will reach a reality purpose at

         3    PacifiCorp, but to the extent of how much that is

         4    will depend on the refund that we provide to

         5    customers.

         6        Q.    So now that the estimates of the tax

         7    reform benefits are better understood, have you been

         8    able to estimate the impact of a 100 percent refund

         9    on the Company's credit metrics?

        10        A.    Yes, I have.

        11              While the numbers are still changing,

        12    we've actually been using our business plan model,

        13    which is referred to as the UI plan or model, to try

        14    to get a better understanding of various scenarios

        15    that could impact the Company and our credit rating

        16    metrics.

        17              So in our UI plan model, we actually take

        18    all of the inputs from our business plan.  That's

        19    going to be all our forecasted revenue, our cost,

        20    cash flows, debt maturities -- anything on the

        21    balance sheet -- and try to get a holistic picture

        22    of what's going to happen to the Company.

        23              So Confidential Exhibit 1 that we attached

        24    to the April 16th filing details those various

        25    scenarios that we've analyzed that I'd like to
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         1    actually discuss today in order to try to explain

         2    how it works and what it might mean to the Company.

         3        Q.    And before you proceed --

         4              MS. HOGLE:  I have to tell you at this

         5    time, Your Honor, that we are entering into a

         6    discussion of the confidential information.

         7              MS. REIF:  Okay.  And based on that, I

         8    assume you're making a motion to go into a

         9    confidential session?

        10              MS. HOGLE:  I am making a motion.

        11              Thank you.

        12              MS. REIF:  Thank you.

        13              We'll grant your motion, Ms. Hogle.

        14              And to that extent, Sherrie, could you

        15    ensure that this streaming is ended.  Thank you.

        16                (BOUND UNDER SEPARATE COVER)

        17    ///

        18    ///

        19    ///

        20    ///

        21    ///

        22    ///

        23    ///

        24    ///

        25    ///
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         1    ///

         2    ///

         3    ///

         4    ///

         5    ///

         6    ///

         7                 (END CONFIDENTIAL SESSION)

         8              MS. REIF:  And, Ms. Hogle, you could

         9    proceed with the last bit of your questioning.

        10              MS. HOGLE:  Thank you.

        11        Q.    (BY MS. HOGLE)  Ms. Kobliha, based on

        12    these scenarios that you just described, what are

        13    you recommending today?

        14        A.    In an effort to keep the Company

        15    financially healthy, I would recommend an interim

        16    rate reduction at no more than $61 million, which

        17    was the filed estimate with the rates included in

        18    the attached Exhibit 2 of the Company's filing made

        19    April 16th, 2018.

        20              And the amounts above the excess -- or,

        21    excuse me -- the amounts above the $61 million

        22    refund would be deferred and will accrue interest

        23    consistent with the March 16th, 2018, filing.

        24              And the Company's June 15th, 2018, filing

        25    will include the final tax calculation of the Utah
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         1    tax benefits.

         2        Q.    Thank you, Ms. Kobliha.

         3              MS. HOGLE:  At this time, Ms. Kobliha is

         4    available for questions.

         5              MS. REIF:  Thank you.

         6              Mr. Jetter, questions for the witness?

         7              MR. JETTER:  No questions, Your Honor.

         8              Thank you.

         9              MS. REIF:  Okay.

        10              Mr. Moore?

        11              MR. MOORE:  Just a couple of questions.

        12                     CROSS-EXAMINATION

        13    BY MR. MOORE:

        14        Q.    Regarding the issue of cost pressures, on

        15    page 6 of RMP's April 16th reply comments --

        16              MS. REIF:  One moment, Mr. Moore.

        17              Could you make sure your microphone is on

        18    and pulled a little more closely to your face.

        19              MR. MOORE:  How's this?

        20              MS. REIF:  Is that better?  Okay.  I'm

        21    just not hearing you guys as profoundly as I am

        22    maybe others; so --

        23              MR. MOORE:  I'll see if I can speak

        24    louder.

        25              MS. REIF:  Okay.  Thank you.




                                                                           
                                                                                                           29
�                             Public Service Commission

                     Hearing: Docket No. 17-035-69, April 18, 2018




         1        Q.    (BY MR. MOORE)  Regarding the issue of

         2    cost pressure, which is referred to on page 6 of

         3    Rocky Mountain Power's April 16th reply comments,

         4    Rocky Mountain Power stated that "The Division

         5    dismissed the Company's concerns, claiming that cost

         6    pressures are not a reason to return less than the

         7    full amount to customers' costs because the cost

         8    pressures are unknown."

         9              However, later on you stated "There are

        10    items that are known at this time that could

        11    mitigate the tax deferral before the next general

        12    rate case."

        13              You gave one example -- Rocky Mountain

        14    Power gave one example of its expiring tax credits.

        15              Is this your understanding?

        16        A.    My understanding is we actually gave more

        17    than one example.

        18        Q.    Yes.  The one example.

        19        A.    Yes.

        20        Q.    At this point in time, it's not known if a

        21    portion of the wind fleet is to be re-powered.  And

        22    if that partial wind fleet is to be re-powered, how

        23    many and which projects in the wind fleet may be

        24    re-powered?  Because we won't know this until the

        25    resolution of Docket 17-035-39, the wind re-powering
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         1    docket, and the parallel dockets in the other states

         2    in PacifiCorp's territory.  Is this correct?

         3        A.    The PTCs as they currently exist will

         4    expire to the extent that we qualify for additional

         5    PTCs for every re-powering that we finalize until

         6    that proceeding has been concluded.  Correct.

         7        Q.    Therefore, we don't know the extent to

         8    which the expiring PTCs will cause upward pressure

         9    at this time.  Isn't that correct?

        10        A.    So we know the extent that the pressure

        11    will be for the PTCs that will expire.  But, then,

        12    yes.  There's a subsequent document that will pick

        13    up the PTCs under the re-powering, all of which is

        14    utilized to offset the cost of the new capital that

        15    we are investing in, in order to re-power those

        16    facilities.

        17        Q.    It's also not known at this time whether

        18    the change in other components in PacifiCorp's

        19    revenue have the effect of offsetting the increase

        20    in PacifiCorp's upward pressure caused by the

        21    expiring PTCs or other known cost pressures.

        22              Is that correct?

        23        A.    In terms of other items that are happening

        24    to the business?  Is that the question?

        25        Q.    That's correct.
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         1        A.    Correct.

         2              So the items that I actually discussed in

         3    the confidential exhibit were excerpts from our

         4    business plan.  And in that, we would have factored

         5    in all costs, and to the extent that we were hitting

         6    metrics before tax reform, that, to me, indicates

         7    that we've sort of offset those components with

         8    various issues happening at the Company prior to tax

         9    reform.  It's sort of a holistic view of the

        10    Company, if that makes sense.

        11        Q.    Yes.

        12              Do you know for sure what those components

        13    are and how would they be provided for, say, in a

        14    general rate case?

        15        A.    Going down to a rate case level in a

        16    particular state, I have not done that particular

        17    review.  It's more of a holistic view of what's

        18    happening at the Company.

        19        Q.    PacifiCorp was aware of the expiring PTCs

        20    on October 23rd when it publicly announced it would

        21    not increase the rate base before 2021.

        22              Isn't that correct?

        23        A.    In that we would not go in for a new rate

        24    case until 2021?

        25        Q.    That's correct.
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         1        A.    Yes.  We have known about those pieces.

         2        Q.    You also stated that there will be a cost

         3    pressure caused by the new depreciation study set to

         4    be filed September, 2018.

         5              Is that correct?

         6        A.    Yes.  That's correct.

         7        Q.    And, again, you do not know on a specific

         8    rate case level whether other components of the

         9    revenue requirement will offset those costs?

        10        A.    So the depreciation pressure specific for

        11    Utah does relate to the theoretical reserve

        12    give-back that has been approved in Utah.  I believe

        13    it's to the tune of the $20 million adjustment; so

        14    that is a known cost pressure that our next

        15    depreciation study would no longer have in it,

        16    because that theoretical reserve should be

        17    eliminated.  So that absolutely is going to be a

        18    pressure to the extent that other things are

        19    offsetting it holistically, even though I can't

        20    really opine on that right now.  We have to wait

        21    until we get to that point in time.

        22              But I will also offer that the Company has

        23    been investing in its coal fleet for the last five

        24    years in between the depreciation study in order to

        25    continue our position of having safe, reliable
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         1    electricity.  And when we have the investment in

         2    that coal fleet, those terminal assets cause upward

         3    pressure on the depreciation rates because you can't

         4    push that depreciation out over the original 35, 40,

         5    50 years at those facilities.

         6              So that in itself will cause rate

         7    pressure.

         8        Q.    And this rate pressure could possibly be

         9    offset by other components in the revenue

        10    requirement?

        11        A.    So, in my view of what I've seen in our

        12    business plan, that rate pressure is very

        13    significant.  And we don't have the means to cut our

        14    O&M to counterbalance that significant increase in

        15    that depreciation rate.

        16        Q.    And, again, you were aware of the pending

        17    depreciation study and the termination of the $20

        18    million in excess give-back on October 23rd, 2017,

        19    when you publicly announced there would be no rate

        20    case before 2020 and rates would not increase before

        21    2021?

        22              MS. HOGLE:  Objection.  Asked and

        23    answered.

        24              MR. MOORE:  Well, I asked and answered

        25    about the PTCs.  That's a question I haven't asked
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         1    her about the depreciation.

         2              MS. REIF:  Do you withdraw your objection?

         3              MS. HOGLE:  I do.

         4              MS. REIF:  Go ahead, please, Mr. Moore.

         5        Q.    (BY MR. MOORE)  Again, were you aware of

         6    the pending depreciation study and the impact on the

         7    cost pressures on October 23rd, 2017, when you

         8    publicly announced that you will not increase your

         9    rate bases before 2021?

        10        A.    The assumption of when the depreciation

        11    study comes into effect, I think, is an important

        12    issue; so we would have to get through that

        13    proceeding.  Right now, we would assume that the

        14    rates would go in effect 1/1/2020, which would be in

        15    that time period where we wouldn't go in for a case.

        16    However, we would also be requesting deferral of

        17    that year and not have anything go into effect until

        18    1/1/2021, which would be a period in which we would

        19    be allowed to file a rate case.

        20        Q.    Regarding the reductions associated with

        21    the tax reform impact in PacifiCorp's credit

        22    profile, the Company hasn't been notified by any

        23    credit rating agency that the credit rating will be

        24    downgraded if it reduces the current rates to be

        25    flat impact of federal tax reform on the revenue
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         1    requirement?

         2        A.    We have not currently been put on credit

         3    watch by any of the credit rating agencies,

         4    partially because we have not gone through and

         5    determined what we will be refunding to customers

         6    and when.

         7        Q.    Are you aware that Moody's has downgraded

         8    the credit outlook for 25 U.S. regulated utilities

         9    to the impact of federal tax reform?

        10        A.    Yes, I am.

        11              MR. MOORE:  May I approach and hand an

        12    exhibit?

        13              MS. REIF:  Yes.

        14        Q.    (BY MR. MOORE)  I want to ask you:  Do you

        15    recognize this document?

        16        A.    Yes.

        17        Q.    You've seen it before?

        18        A.    Yes, I have.

        19        Q.    Directing your attention to Paragraph 2,

        20    which provides "Today's action primarily applies to

        21    companies that had already limited the cushion in

        22    their rating for deterioration in financial

        23    performance."  They will be "incrementally impacted

        24    by changes in the tax law where we now expect key

        25    metrics to be lower for longer."
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         1              Prior to the tax change, did PacifiCorp

         2    have a limited cushion in the rating for the

         3    deterioration of financial performance?

         4        A.    So if you look back on the confidential

         5    exhibit that we presented --

         6              MR. MOORE:  Should we go streaming again

         7    if she's going to speak about the confidential

         8    information?

         9              MS. KOBLIHA:  Are they talking about the

        10    actuals?  So, to me, that's not a forecast of

        11    components.

        12              So in there, we list our actual 2016

        13    Moody's FFO/Debt ratio, which was 23.2 percent.  And

        14    then our 2017, which is 21.1 percent.

        15              So with Moody's providing this guidance

        16    that we have to be in excess of 20 percent, we are

        17    meeting those metrics in those two historical time

        18    periods.

        19        Q.    (BY MR. MOORE)  Can I direct your

        20    attention to Paragraph 6, which provides "The vast

        21    majority of U.S. regulated utilities, however,

        22    continue to maintain stable rating outlooks.  We do

        23    not expect the cash flow reductions associated with

        24    tax reform to materially impact their credit

        25    profiles, because sufficient cushion exists within
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         1    projected financial metrics for their current

         2    ratings."

         3              Prior to the tax change, did PacifiCorp

         4    maintain a stable outlook?

         5        A.    Yes, we did.

         6        Q.    And, of course, PacifiCorp is not one of

         7    the 25 utilities that had their credit rating

         8    downgraded?

         9        A.    Correct.

        10              MR. MOORE:  I think I'm going to ask some

        11    questions about Exhibit 1.  You may want to go into

        12    confidential session again.

        13              MS. REIF:  Can you be more specific,

        14    Mr. Moore?  Are you planning to address confidential

        15    information or information that's already been

        16    discussed in open session?

        17              MR. MOORE:  No.  I'm going to be

        18    discussing information that's been discussed in

        19    closed session.

        20              MS. REIF:  So are you making a motion to

        21    go into confidential --

        22              MR. MOORE:  Yes, I am.

        23              MS. REIF:  -- closed session?  Okay.

        24              All right.  Then for the reason mentioned,

        25    we will be back in closed session.
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         1              Sherrie, would you please cease streaming?

         2                (BOUND UNDER SEPARATE COVER)

         3    ///

         4    ///

         5    ///

         6    ///

         7    ///

         8    ///

         9    ///

        10    ///

        11    ///

        12    ///

        13    ///

        14    ///

        15    ///

        16    ///

        17    ///

        18    ///

        19    ///

        20    ///

        21    ///

        22    ///

        23    ///

        24    ///

        25    ///
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         1    ///

         2    ///

         3    ///

         4    ///

         5    ///

         6    ///

         7    ///

         8    ///

         9    ///

        10    ///

        11    ///

        12    ///

        13    ///

        14    ///

        15    ///

        16    ///

        17    ///

        18    ///

        19    ///

        20    ///

        21    ///

        22    ///

        23    ///

        24    ///

        25    ///




                                                                           
                                                                                                           40
�                             Public Service Commission

                     Hearing: Docket No. 17-035-69, April 18, 2018




         1    ///

         2    ///

         3    ///

         4    ///

         5    ///

         6    ///

         7    ///

         8    ///

         9    ///

        10    ///

        11    ///

        12    ///

        13    ///

        14    ///

        15    ///

        16                (END CONFIDENTIAL SESSION)

        17              MS. REIF:  And we have just completed with

        18    questions by Mr. Moore of the witness.

        19              And we'll move on to Mr. Dodge.

        20              MR. DODGE:  Thank you, Your Honor.

        21                     CROSS-EXAMINATION

        22    BY MR. DODGE:

        23        Q.    Good morning, Ms. Kobliha.

        24              I want to confirm one thing.

        25              Your understanding that the Company today
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         1    is asking this Commission to approve the amount of

         2    dollars to be returned and the spread of those

         3    dollars, but not -- am I correct in assuming you're

         4    not asking them today to confirm the treatment of

         5    the excess deferred income tax?

         6        A.    Correct.  So we're asking for the 62.09 to

         7    be the interim rate reduction and that the ARAM, the

         8    excess deferred income taxes, be deferred and

         9    handled in the next general rate case or sooner, to

        10    the extent that there's some other issue that we

        11    would come in and request utilization of that

        12    amortization to offset.

        13        Q.    Maybe that's where my confusion is.

        14              Are you asking the Commission today to

        15    rule that the non-protected excess deferred income

        16    tax numbers will be deferred until at least the next

        17    rate case?  Or are you saying that issue will be

        18    addressed following your June 15th filing?

        19        A.    So we're asking to defer all the

        20    difference, anything in excess of $61 million to no

        21    later than the next general rate case.

        22        Q.    To "no later than."  But will that be an

        23    issue, in your mind, that could be addressed after

        24    your June 15th filing?

        25        A.    No.  I think our position on June 15th
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         1    would still be the same.  We'll just have a better

         2    estimate of what all the numbers look like.  But we

         3    would still be recommending the $61 million refund

         4    and deferral of everything else.

         5        Q.    And I do recognize your position.  I guess

         6    I'm trying to get at whether you think the

         7    Commission today has to make the decision on the

         8    deferral of the non-protected excess deferred income

         9    taxes or whether that can be made after the filing

        10    on June 15th?

        11        A.    I guess my whole point is that we intend

        12    to give all the funds back; so to the extent there's

        13    anything in excess of the $61 million, we will be

        14    deferring it, at least until there is some other

        15    decision from the Commission and to the extent that

        16    they offer some other decision at some point in

        17    time.  I guess I'm not sure how that would -- I'm

        18    not asking for that.  I'm just asking for the $61

        19    million refund to go to customers.

        20        Q.    Today?

        21        A.    Correct.

        22        Q.    Thank you.

        23              MR. DODGE:  I have no further questions.

        24              MS. REIF:  Thank you.

        25              Ms. Baldwin?
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         1              MS. BALDWIN:  No questions.

         2              MR. MOORE:  I have -- I know this is

         3    unusual.  And if there's an objection, I'll withdraw

         4    this.  But I missed a question that's kind of

         5    important.  I wonder if I could ask that now.

         6              MS. REIF:  Ms. Hogle, any objection?

         7              MS. HOGLE:  No objection.

         8              MS. REIF:  Thank you.

         9              Mr. Moore, please go ahead.

        10                    RECROSS-EXAMINATION

        11    BY MR. MOORE:

        12        Q.    In your business models in exhibit -- in

        13    the confidential exhibit, does that include the new

        14    wind and transmission and the re-powering?

        15        A.    Yes, it did.

        16        Q.    Thank you.

        17              MS. REIF:  Anything further, Mr. Moore?

        18        Q.    (BY MR. MOORE)  Other than you're aware

        19    that they haven't been approved yet -- those

        20    projects?

        21        A.    I am aware of that, yes.

        22        Q.    Thank you.

        23              MR.  MOORE:  I have nothing more.

        24              Thank you, Ms. Hogle, for allowing me to

        25    ask that question.
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         1              MS. REIF:  Thank you, Mr. Moore.

         2              Ms. Kobliha, thank you for being here

         3    today to answer our questions.

         4              And I have a few for you.

         5                        EXAMINATION

         6    BY MS. REIF:

         7        Q.    And in the event that some of this may be

         8    repetitive to what clarification you've already

         9    provided, I apologize.

        10              But I just want to make sure that -- to

        11    the extent that I understand the issues -- and I

        12    want to make sure that the Commission is getting

        13    exactly what we need in order to enter an order in

        14    this particular docket; so please bear with me.

        15              I want to ask you a question about -- I

        16    want to draw your attention to the Company's reply

        17    comments that were filed on April 16th.

        18              And in a couple of different places in

        19    those reply comments, the Company makes reference to

        20    the $61 million credit.  For example, on pages 1 and

        21    2; and, again, on page 5 of the filing.

        22              And in reference to those, it mentions

        23    that the $61 million -- PacifiCorp states that it's

        24    adopting UAE's proposal to implement $61 million

        25    rate credit as the initial refund.  UAE's request
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         1    goes a bit beyond what is referenced in the filing.

         2    I just wanted to ask you, first of all, are you

         3    aware of what UAE is requesting, inasmuch as they're

         4    asking for implementing a rate reduction effective

         5    on or before May 1st, 2018, through Rocky Mountain

         6    Power's proposed tariff schedule 197 designed to

         7    return at least $61 million to Utah customers during

         8    calendar year 2018, which should amount -- which

         9    amount should later be adjusted to reflect 100

        10    percent of the revenue requirement reduction

        11    associated with the lower fit (sic) rate and repeal

        12    of the DPAD applied to the ROO for the period ending

        13    December 31st, 2018.

        14              That was a lot.

        15        A.    I got all those acronyms.  I'm good.

        16        Q.    Great.

        17        A.    Yeah.  I am aware of what they filed.  And

        18    perhaps the clarity is the component that we are

        19    adopting is the specific interim rate reduction of

        20    the $61 million.  We are not yet recommending that,

        21    let's say, by that June 15th filing, we would go to

        22    100 percent.  The position would be, from our

        23    perspective, if we could hold off and get the

        24    additional time to see what happens to, you know,

        25    conversations with rating agencies, other aspects of
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         1    the business that could result in improvement to the

         2    metrics that we are unaware at this point.

         3              So right now, it would just be the

         4    component of the $61 million rate credit.

         5        Q.    Okay.  So just to reiterate, you are not

         6    adopting UAE's proposal in its entirety?

         7        A.    Correct.

         8        Q.    And without getting into any confidential

         9    information, but recognizing what's been said in

        10    open session about the concern about the Moody's

        11    rating and how that might impact the change -- as a

        12    result of the tax change, did you take that into

        13    consideration when you prepared your Rocky Mountain

        14    Power Exhibit No. 1, the confidential exhibit that

        15    we referenced earlier?

        16        A.    I'm sorry.  Did I take into consideration?

        17        Q.    Did you take into consideration the

        18    information that is supplied in the Office's

        19    exhibit?

        20        A.    I am sorry.  I'm not quite sure I know the

        21    Office's exhibit off the top of my head.

        22        Q.    Were you not supplied a copy of the

        23    exhibit?

        24        A.    Oh, sorry.

        25              So did I take into consideration that the
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         1    Company has currently not been put on negative

         2    watch?  I'm not quite sure what I would have taken

         3    into consideration from the Moody's release here.

         4              And maybe I can expand a little bit more

         5    about what Moody's says to us?

         6        Q.    Is there anything about the information in

         7    the Office's exhibit that would have impacted your

         8    presentation in Exhibit 1?

         9        A.    No.

        10        Q.    Okay.

        11        A.    We have specific guidance from Moody's

        12    that, when we were performing all the calculations,

        13    that's what we were factoring in.  And actually the

        14    calculations are just math.  There wasn't anything

        15    in particular that we had to take into consideration

        16    or to come up with these ratios.

        17        Q.    Okay.  Thank you.

        18              Could you please reiterate over what time

        19    period PacifiCorp proposes to refund the $61

        20    million?

        21        A.    So effective May 1st, 2018, we would have

        22    a reduction to rates of that $61 million level.  And

        23    it would go on.  That's the annual rate reduction

        24    that customers would see from the offset as being

        25    the benefit the Company would realize for the
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         1    components of not having to pay the IRS.

         2        Q.    So you're looking to fully refund that

         3    amount by the end of 2018?  Is that correct?

         4        A.    So the $61 million annual number -- so we

         5    would start the reduction May 1st.  So by the next

         6    12 months, it would be a full $61 million.  And that

         7    would just continue, really, until you go into the

         8    general rate case.  At that point, all components of

         9    taxes will be factored into all of our calculations

        10    and would just naturally flow back to customers when

        11    you reset rates.

        12              So as an interim step, we're suggesting

        13    giving that $61 million annual until that point in

        14    time.

        15        Q.    Okay.  Thank you.

        16              I'd like to ask you a question about your

        17    March 16th filing.  Do you have that available?

        18        A.    I do.

        19        Q.    On page 13 of that filing, in paragraph

        20    2(b), there's a reference to the carrying charges.

        21              And my question is:  So you make reference

        22    to the carrying charges being equal to the most

        23    recently approved customer deposit rate.

        24              And will you be anticipating that based on

        25    your amended position that was filed just more
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         1    recently on April 16th?

         2        A.    No.  We would like to continue with the

         3    customer deposit rate as the interest rate that

         4    would be applied to the deferred balances.

         5        Q.    Okay.  And is it your intent to update the

         6    carrying charge annually consistent with this annual

         7    approval of the update for customer deposit rate?

         8        A.    Yes.  Sorry.

         9              They're close to that one.

        10        Q.    Do we need to call somebody else to answer

        11    that question?

        12        A.    I can answer it based on that, unless you

        13    can have them up here, if you'd like.

        14        Q.    Okay.  My next question is about Schedules

        15    21 and 31 that are not included in the cost of

        16    service study.

        17              MS. HOGLE:  Your Honor?

        18              MS. REIF:  Yes.

        19              MS. HOGLE:  I believe you're going into

        20    material that perhaps would be better addressed by

        21    Ms. Joelle Steward at this time.

        22              MS. REIF:  Oh.  Okay.

        23              MS. KOBLIHA:  Yeah.  Those schedules would

        24    be a lot better suited --

        25              MS. REIF:  Okay.
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         1              MS. HOGLE:  So the Company calls

         2    Ms. Joelle Steward.

         3              MS. REIF:  Okay.  Very good.  Thank you.

         4              You may be excused.

         5              MS. HOGLE:  Except that I have one

         6    redirect question.

         7              MS. REIF:  Okay.

         8              MS. HOGLE:  And I can either do that right

         9    now or after your question.

        10              And she can -- Joelle Steward can sit by

        11    me, if that would be --

        12              MS. REIF:  I have other questions.  And I

        13    assume that Ms. Steward would be the appropriate

        14    person to answer them.  And I apologize for asking

        15    the wrong witness.

        16              I wasn't aware that you were calling

        17    Ms. Steward, but that's very helpful.

        18              MS. HOGLE:  Sure.

        19              Now, I think at the beginning, I indicated

        20    that we brought other executives from our company to

        21    answer any questions that Ms. Kobliha may not be

        22    able to respond to.

        23              MS. REIF:  My apologies.

        24              MS. HOGLE:  The Company calls Joelle

        25    Steward.
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         1              MS. REIF:  You wanted to ask something on

         2    redirect, I think.

         3              MS. HOGLE:  Oh, yes, just one question.

         4                    REDIRECT EXAMINATION

         5    BY MS. HOGLE:

         6        Q.    Ms. Kobliha, Mr. Moore, as he was

         7    cross-examining you, asked you to turn to the

         8    Company's April 16th filing, page 6.

         9              Would you turn to that page again, please.

        10        A.    Just one second.  Yes.

        11        Q.    And he specifically referenced the second

        12    sentence there, and I'll read that to you.

        13              "The Division dismissed the Company's

        14    concern, claiming that these are not reasons to

        15    return less than the full amount to customers

        16    because the cost pressures are not known."

        17              And he, I believe, asked you to confirm

        18    that we had only -- that the Company had only

        19    mentioned one known cost pressure.

        20              So in response to that, I'm not sure that

        21    the exchange was clear enough, I would like you to

        22    read from -- beginning from "While final impacts"

        23    all the way down to "next general rate case" and

        24    stop there before "to illustrate."

        25              Can you read that into the record?
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         1        A.    Yes.

         2              "While final impacts of some of the known

         3    cost pressures are not yet final, there are items

         4    that are known at this time that could be mitigated

         5    with the tax deferral before the next general rate

         6    case, including the regulatory assets for the Deer

         7    Creek mine closure and the energy and balance market

         8    implementation.  Other cost drivers, such as the

         9    expiration of the production tax credits, or PTCs,

        10    and the upcoming depreciation study are known cost

        11    pressures that will be reflected in the Company's

        12    next general rate case."

        13        Q.    Thank you.

        14              MS. HOGLE:  The Company calls Ms. Joelle

        15    Steward.

        16              MS. REIF:  Ms. Kobliha, you may be

        17    excused.  Thank you for your testimony.

        18              MS. KOBLIHA:  Thank you.

        19              MS. REIF:  And I assume you'll remain in

        20    case there are additional questions that come up?

        21              MS. KOBLIHA:  Yes.

        22              MS. REIF:  Okay.  Thank you.

        23              Ms. Steward, do you swear to tell the

        24    truth?

        25              MS. STEWARD:  Yes.
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         1              MS. REIF:  Thank you.

         2              MS. HOGLE:  Ms. Steward is available for

         3    questions.

         4              MS. REIF:  Thank you.

         5              Given the line of questioning, I'm

         6    assuming that I will go ahead and ask her questions.

         7    And if there are other questions from the other

         8    parties that they will as well.

         9              Or is your desire to have the other

        10    parties ask questions first and then me?

        11              MS. HOGLE:  Whatever your preference is,

        12    Your Honor.

        13              MS. REIF:  Okay.  Let me just ask the

        14    other parties.

        15              Are there any questions for Ms. Steward?

        16              Seeing none, I will ask the questions.

        17                        EXAMINATION

        18    BY MS. REIF:

        19        Q.    Ms. Steward, thank you for being available

        20    this morning.  The Commission appreciates that.

        21              And I want to ask you about Schedules 21

        22    and 31.

        23              As I started to mention to the prior

        24    witness, those schedules are not included in the

        25    cost of service study.  And I wanted to ask you if
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         1    it is the Company's intent that the rate base factor

         2    for those schedules will receive the same treatment

         3    as Schedule 9?

         4        A.    Yes.

         5        Q.    Okay.  Could you please explain the

         6    rationale for developing their allocated percentage

         7    of refund?

         8        A.    It's similar to what we do in our energy

         9    balancing account where they are not reflected in

        10    our allocations for net power costs in the cost of

        11    service.  But they are -- they do get rates similar

        12    to -- their rates are tied to Schedule 9; so we add

        13    in those revenues and tie it back to Schedule 9 for

        14    other allocation purposes when we have other

        15    adjustment schedules following a rate case.

        16              So when the rates are actually designed,

        17    they are tied to Schedule 9.

        18        Q.    Thank you.

        19              I'd like to direct your attention to your

        20    -- PacifiCorp's reply comments dated March -- or,

        21    excuse me -- April 16th.

        22              And if you would please go to page 11.  In

        23    the first complete paragraph on that page, the

        24    Company states that "the Company is not opposed to

        25    allocating an overall percentage decrease to Nucor
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         1    and U.S. Magnesium."

         2              And then there's a reference to the

         3    attached exhibit and to the Exhibit B which was

         4    filed with the March 16th filing.

         5        A.    Yes, I see that.

         6        Q.    The March 16th filing, however, was at a

         7    time when the Company had a different position about

         8    Nucor and U.S. Magnesium.

         9              So in reviewing that particular exhibit,

        10    Exhibit B to the March 16th filing, and it would be

        11    Exhibit B, page 1 of 11 --

        12        A.    Yes.

        13        Q.    -- lines 19 and 20.

        14              Do you perceive a correction that needs to

        15    take place there?

        16        A.    In -- from the March filing?  Well, we did

        17    make that change in the April filing.  We changed

        18    our position, yes.

        19        Q.    Correct.  But you referenced an exhibit,

        20    this particular exhibit?

        21        A.    Oh.

        22        Q.    And inasmuch as this particular exhibit is

        23    referenced, it was at a time when the Company had a

        24    different position.  And I believe that you -- it

        25    doesn't take into consideration the overall rate
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         1    reduction.

         2        A.    Correct.

         3              So Exhibit 2 is a revision of Exhibit B.

         4    The two main pieces of that revision --

         5        Q.    Exhibit 2 of the?

         6        A.    Of the April.

         7        Q.    Okay.  Let me take a look at that.

         8        A.    So that is on page --

         9        Q.    Okay.  So your filing intends to not

        10    reference the Exhibit B necessarily from March 16th,

        11    but inasmuch as the --

        12        A.    We were referencing that it's essentially

        13    -- we revised what had been previously provided.

        14        Q.    Okay.

        15        A.    It's essentially the same format, just the

        16    changes are the amount, and then the allocations

        17    will include special contract estimates 1 and 2.

        18        Q.    I see that.  Okay.  Thank you very much

        19    for making that clear.

        20              Back to your April 16th reply comments.

        21    It doesn't appear that you addressed the Division's

        22    recommendation to identify the refund determined in

        23    this docket on customers' bills as a separate line

        24    item.

        25              And the Commission wishes to know if you
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         1    just overlooked that or whether you have a response

         2    to that issue.

         3        A.    I think we did just overlook that.  We are

         4    not opposed to reflecting that as line items.

         5        Q.    Is it your intent to do so, then?

         6        A.    Yes, we will do so.

         7        Q.    Okay.  All right.

         8              And I think I have just one other question

         9    for you.

        10              And, again, thank you for being here

        11    because I think you mentioned the EIM earlier, or I

        12    know it was mentioned.

        13              And in the same reply comments on page 6,

        14    in that last full paragraph, there's reference to

        15    the EIM, the Energy and Balance Market.

        16              And the question is:  If -- assuming that

        17    there are EIM market costs, why are those costs not

        18    offset by EIM benefits?

        19        A.    So these are EIM implementation costs; so

        20    they're sort of fixed cost for administration of

        21    EIM, is my understanding.  And they are not

        22    reflected in the energy balancing account as most

        23    cost and benefits are.

        24              So a separate regulatory asset was

        25    created.  And I don't -- I cannot point back to
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         1    which docket that was created in and that the

         2    treatment of those costs would be subject to a

         3    determination in a future rate case, is my

         4    understanding.

         5              But they are more fixed in nature for

         6    administrative purposes.

         7        Q.    Thank you Ms. Steward.

         8              I don't believe I have any other

         9    questions.

        10              I assume you'll remain here in case other

        11    questions do come up.

        12              MS. REIF:  And, Ms. Hogle, do you have any

        13    redirect?

        14              MS. HOGLE:  No redirect.  Thank you.

        15              MS. REIF:  Okay.  Thank you very much.

        16              Do you wish to call anyone else?

        17              MS. HOGLE:  Not at this time.  Thank you.

        18              MS. REIF:  Okay.  Thank you.

        19              Mr. Jetter.

        20              MR. JETTER:  Thank you.

        21              The Division would like to call and have

        22    sworn in Lane Mecham.

        23              MS. REIF:  Mr. Mecham, would you come and

        24    have a seat at the witness stand, please.

        25              Do you swear to tell the truth?
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         1              MR. MECHAM:  I do.

         2              MS. REIF:  Thank you.  You may be seated.

         3                     DIRECT EXAMINATION

         4    BY MR. JETTER:

         5        Q.    Good morning.  Would you please state your

         6    name and occupation for the record.

         7        A.    My name is Lane Mecham.  I am a utility

         8    analyst with the Division of Public Utilities.

         9        Q.    Thank you.

        10              And in the course of your employment with

        11    the Division of Public Utilities, have you had the

        12    opportunity to review the filings in this docket?

        13        A.    Yes.

        14        Q.    And did you create and cause to be filed

        15    with the Commission an action request dated

        16    February 3rd, 2018, along with comments and reply

        17    comments dated April 9th and April 16th, 2018?

        18        A.    Yes.

        19        Q.    Do you have any corrections or changes

        20    that you'd like to make to those?

        21        A.    No.

        22        Q.    And do those comments reflect the position

        23    of the Division of Public Utilities accurately?

        24        A.    Yes.

        25        Q.    Thank you.
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         1              MR. JETTER:  I'd like to move at this time

         2    to enter into the record the action request response

         3    along with the comments I have identified here from

         4    Mr. Mecham.

         5              MS. REIF:  Any objection?

         6              Seeing none, they are admitted.

         7        Q.    (BY MR. JETTER)  Thank you.

         8              Have you prepared a brief statement

         9    summarizing the Division's position?

        10        A.    I have.

        11        Q.    Please go ahead.

        12        A.    The Division recommends that the

        13    Commission order the Company to refund the full

        14    $76.2 million estimated tax savings created by the

        15    tax cuts and jobs act.

        16              Customers are paying a base rate which was

        17    set based on an assumed tax rate of 35 percent.

        18    That rate is now 21 percent.

        19              The Company's proposal to continue

        20    collecting a portion of the difference and defer to

        21    offset future costs is neither just nor reasonable.

        22              The Company's arguments that it will

        23    provide better rate stability and/or that it's

        24    credit rating may be impacted by cash flow changes

        25    are unpersuasive.  While the Division does recognize
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         1    that there are benefits to rate stability, it does

         2    not support the creation of a deferral account for

         3    the purpose of offsetting future costs.

         4              Customer rates should be based primarily

         5    on the current cost of serving them.  The cost

         6    savings resulting from the reduced tax rate should

         7    be passed on to today's customers.

         8              We recommend that the accrued balance as

         9    of April 30th, 2018, or approximately $25 million,

        10    be refunded to ratepayers as a one-time credit

        11    effective May 1st, 2018.

        12              We further recommend that the remaining

        13    savings be passed through to customers by creating a

        14    rate that will refund customers based on their

        15    usage.  This can be done by allocating the savings

        16    in the same manner as the proposed tariff schedule

        17    197.

        18              These recommendations will appropriately

        19    pass the cost savings to customers quickly and

        20    efficiently.  While the Division believes this is

        21    the most appropriate method at this time, we

        22    recognize that some uncertainty exists about the

        23    amount of the estimate and is not strongly opposed

        24    to the Company's proposal of beginning to refund $61

        25    million starting May 1st, 2018.  However, the
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         1    Division believes this is only a time deferment of

         2    the estimated tax savings amount and then begin to

         3    refund the full amount at that time.

         4              The Division remains strongly opposed to

         5    mixing costs and benefits as the Company has

         6    requested.

         7              The Company's request to pull Deer Creek

         8    mine costs from the EBA and offset them with tax

         9    savings should be denied.

        10              And I will clarify our position as well

        11    based on something that was said earlier.  And I

        12    wasn't sure about the exchange between Mr. Dodge and

        13    Ms. Kobliha.  But we would be opposed to a decision

        14    today on the excess deferred income tax position.

        15              Thank you.

        16        Q.    And I'd like to ask you just a quick

        17    follow up to clarify something that I think we're

        18    possibly a little bit unclear on.

        19              Is it your understanding, or is it your --

        20    I mean -- start that question over again.

        21              Is it the Division's recommendation to the

        22    Commission that the refund of the $61 million, if it

        23    were to adopt that recommendation by other parties,

        24    would be completed by the end of 2018?

        25        A.    The Division's position is that the full
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         1    amount of the refund, when that is determined, be

         2    refunded this year; so if it was determined in June

         3    that 76.2 is the actual tax savings that the Company

         4    -- that the cost before tax expense will be reduced,

         5    that should be refunded in 2018.

         6              So we're saying that $61 million is okay

         7    to start now but that we would expect the full

         8    amount to be refunded within 2018 and then get a

         9    rate set that continues to refund those annual

        10    estimated savings until the next general rate case.

        11        Q.    Thank you.  That clarifies what I think we

        12    were a little uncertain about.

        13              Thank you.

        14              MR. JETTER:  I have no further questions

        15    for Mr. Mecham.  He's available for cross by other

        16    parties.

        17              MS. REIF:  Thank you, Mr. Jetter.

        18              Ms. Hogle?

        19              MS. HOGLE:  Is it okay if I take my turn

        20    out of turn?

        21              MS. REIF:  Sure.  If you wish.

        22              MS. HOGLE:  Thank you.

        23              MS. REIF:  So we'll go to Mr. Moore.

        24              MR. MOORE:  No questions.  Thank you.

        25              MS. REIF:  Mr. Dodge?
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         1                     CROSS EXAMINATION

         2    BY MR. DODGE:

         3        Q.    Mr. Mecham, can you clarify the Division's

         4    current position with respect to whether Nucor and

         5    U.S. Magnesium should be included in the refund

         6    that's determined by the Commission?

         7        A.    Yes, they should be included in the

         8    refund.

         9        Q.    So to clarify:  Although the initial

        10    action request suggested that there was a reason for

        11    us not to include them, the Division has now

        12    concluded that they should be included in the

        13    refund?

        14        A.    Yes.  After further conversations with

        15    those parties, we have determined that they should

        16    be included in the tax refund.

        17        Q.    Thank you.

        18              MR. DODGE:  No further questions.

        19              MS. REIF:  Thank you.

        20              MS. BALDWIN:  No questions.

        21              MS. REIF:  Back to you, Ms. Hogle.

        22              MS. HOGLE:  No questions.  Thank you.

        23              MS. REIF:  Okay.

        24              Mr. Mecham, I have -- oh.

        25              MR. MECHAM:  I was hoping to get out of
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         1    the hot seat earlier.

         2              MS. REIF:  Certainly.  You'll have to

         3    stick around for just a couple of minutes longer.

         4                        EXAMINATION

         5    BY MS. REIF:

         6        Q.    So circling back on your testimony that is

         7    the Division's recommendation that the full $76.2

         8    million be refunded and that amount be refunded

         9    within this year, within 2018 -- and I summarize

        10    that correctly?  Is that --

        11        A.    Yes.

        12        Q.    -- your understanding?  Okay.

        13              How would the Division propose that that

        14    refund be allocated?

        15        A.    Based off the proposed Tariff Schedule

        16    197.  And so what we would propose is that the

        17    accrued balance as of April 30th, which is

        18    approximately $25 million, that that be refunded as

        19    a one-time credit, allocated in the same way as at

        20    Tariff Schedule 197 and then that a rate be set by

        21    the same tariff going forward for the rest of the

        22    year.  And then, essentially, until they execute the

        23    next rate case; so --

        24        Q.    Okay.

        25              MS. REIF:  I'm going to ask you to remain
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         1    available.  And we're going to take a ten-minute

         2    recess, and we'll be back in ten minutes.

         3              Okay.  Thanks.

         4                         (Recess.)

         5              MS. REIF:  Thank you everyone we are back

         6    on the record.

         7                  EXAMINATION (CONTINUED)

         8    BY MS. REIF:

         9        Q.    Mr. Mecham, could you please explain how

        10    the Division would recommend refunding the lump sum

        11    amount for the first part of 2018?

        12        A.    Using the Tariff Schedule 197 and just the

        13    rate spread that -- the exhibit across that same

        14    percentage, allocated the same way.

        15        Q.    Okay.  Thank you.

        16              That's all I have for you.  Thank you.

        17              MS. REIF:  Are there any follow-up

        18    questions for Mr. Mecham?

        19              You may be excused, Mr. Mecham.  Thank

        20    you.

        21              Ms. Hogle, I wanted to backtrack a little

        22    bit with my questioning of Ms. Steward on the

        23    exhibits that we were talking about with respect to

        24    Nucor and U.S. Magnesium.

        25              I don't necessarily need to ask her a
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         1    question, but I do want to note that it is the

         2    Commission's concern, based on our review of those

         3    two exhibits, that it does not appear that the

         4    Company has allocated the overall percent decrease

         5    to U.S. Magnesium and Nucor.

         6              And so we would just ask that you review

         7    that exhibit -- both exhibits, in fact -- and in

         8    light of our concerns and, if necessary, file a

         9    corrected exhibit.

        10              MS. HOGLE:  Okay.

        11              MS. REIF:  Thank you.

        12              MS. HOGLE:  Thank you.

        13              MS. REIF:  Okay.

        14              I believe we are to you, Mr. Moore.

        15              MR. MOORE:  The Office will call Cheryl

        16    Murray and have her sworn, please.

        17              MS. REIF:  Good morning, Ms. Murray.

        18              Do you swear tell the truth?

        19              MS. MURRAY:  Yes, I do.

        20              MS. REIF:  Thank you.

        21                     DIRECT EXAMINATION

        22    BY MR. MOORE:

        23        Q.    Could you please state your name, business

        24    address, and for whom you are testifying for.

        25        A.    Yes.  My name is Cheryl Murray.  My
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         1    business address is 160 East 300 South, Salt Lake

         2    City, Utah.  And I'm testifying on behalf of the

         3    Office of Consumer Services.

         4        Q.    Did you file any comments in this docket

         5    on February 23rd, 2018, and April 9th, 2018?

         6        A.    Yes.

         7        Q.    Do you have any corrections you'd like to

         8    make to those comments?

         9        A.    Yes.  The date on the first page of the

        10    second set of comments consisting of four pages

        11    should be April 9, 2018, not February 23rd.

        12              The date in the header on the subsequent

        13    pages is correct.

        14        Q.    With those changes, do you adopt those

        15    comments as your testimony?

        16        A.    Yes.

        17              MR. MOORE:  At this time, I move for the

        18    admission of the comments.

        19              MS. REIF:  Any objection?

        20              Seeing none, they are admitted.

        21        Q.    (BY MR. MOORE)  Have you prepared a

        22    summary of the Office's position?

        23        A.    Yes.

        24        Q.    Please proceed.

        25        A.    My April 9, 2018, comments included an
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         1    attachment, an attached report from Ms. Donna Ramos,

         2    a revenue requirement expert retained by the Office

         3    to review and analyze and make recommendations

         4    regarding RMP's March 16th tariff filing.

         5              In that report she identified a number of

         6    ways in which the Tax Reform Act impacts the

         7    Company's revenue requirement.

         8              And, as indicated earlier, she is

         9    available on the phone to respond to any accounting

        10    questions that may arise.

        11              Although the full impact of the Tax Reform

        12    Act is currently unknown, the Company has provided

        13    an initial estimate of approximately $76.2 million,

        14    which is only a portion of the overall impacts on

        15    the Company's revenue requirement that will need to

        16    be returned to rate payers.  The Company will

        17    provide additional information in the June 15th,

        18    2018, filing.

        19              As stated in reply comments filed on

        20    April 16th, 2018, the Company now proposes to return

        21    $61 million to rate payers, or approximately

        22    80 percent of the $76 million.  This is an

        23    improvement over the Company's first proposal to

        24    return only $20 million.  However, the Company

        25    continues to assert that the remaining funds can be
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         1    used to offset future rate payer liabilities or

         2    costs and should not be returned at this time.  The

         3    Office is open to reviewing future proposals for

         4    offsets in the next phase of this docket but asserts

         5    that specific proposals supported with additional

         6    information will be necessary to judge the

         7    appropriateness of using the remaining tax funds for

         8    other purposes, rather returning them directly to

         9    rate payers.

        10              The Company's reply comment of April 16th,

        11    2018, at page 4 reads "The Division, the Office, and

        12    UIEC recommend refunding $76.2 million in savings

        13    related to the Tax Reform Act through the end of

        14    2018."

        15              That statement is partially incorrect.

        16    The Office did propose to return the full $76.2

        17    million, but did not propose that the refund would

        18    terminate at the end of 2018.  The Office asserts

        19    that this should not be an interim rate.

        20              It is the Office's position that this is

        21    an annual amount that should continue to be refunded

        22    until the Company files a general rate case, an

        23    application to revise the tariff, or an application

        24    to utilize the funds for some other purpose that

        25    will benefit rate payers.
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         1              In our comments, we did not indicate

         2    specifically how the $76 million should be returned

         3    to rate payers.  We agree with the Division that the

         4    credit should be shown on customer bills as a

         5    separate line item so it is clear to rate payers

         6    what is being returned and why.

         7              The Office maintains its recommendation

         8    that the Commission require the Company to return

         9    the full $76 million to customers through a rate

        10    reduction effective May 1, 2018.

        11              We also recommend that the Company be

        12    required to provide a breakdown of the EVIT balance

        13    on a Utah jurisdictional basis between protected

        14    property related EVIT, unprotected property related

        15    EVIT, and nonproperty related EVIT in its June 15th,

        16    2018, filing.

        17              That concludes my summary.

        18              MR. MOORE:  Ms. Murray is available for

        19    cross and questions from the Commission.

        20              MS. REIF:  Thank you, Mr. Moore.

        21              Any questions, Ms. Hogle?

        22              MS. HOGLE:  No questions.

        23              MS. REIF:  Any questions from the

        24    Division?

        25              MR. JETTER:  No questions from the
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         1    Division, thank you.

         2              MS. REIF:  Mr. Dodge?

         3              MR. DODGE:  No questions.  Thank you.

         4              MS. REIF:  Ms. Baldwin?

         5              MS. BALDWIN:  No questions.

         6              MS. REIF:  No questions.

         7              Ms. Murray, you may be excused.

         8              MR. MOORE:  Ms. Ramas (phonetic) is on the

         9    phone -- Ramos, I'm sorry -- is on the phone if

        10    anybody has questions about her report.

        11              MS. REIF:  Are there any questions for

        12    Ms. Ramos?

        13              MS. HOGLE:  No questions.

        14              MS. REIF:  Ms. Ramos, thank you for being

        15    with us.  You are welcome to stay on the line, and

        16    there aren't any questions for.

        17              MR. MOORE:  Can't she be excused?

        18              MS. REIF:  Oh, she can be excused.  She's

        19    welcome to say on the line, if she wishes.

        20              MS. MURRAY:  She's on vacation; so

        21    probably not.

        22              MS. REIF:  All right.  Yes.

        23              MS. MURRAY:  Thank you.

        24              MS. REIF:  Thank you.

        25              Mr. Dodge?
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         1              MR. DODGE:  Thank you, Your Honor.

         2              UAE would like to call Kevin Higgins.

         3              MS. REIF:  Mr. Higgins, good morning.

         4              MR. HIGGINS:  Good morning.

         5              MS. REIF:  I will swear you in.

         6              Do you swear to tell the truth?

         7              MR. HIGGINS:  Yes, I do.

         8              MS. REIF:  Thank you.

         9              You may proceed.

        10                     DIRECT EXAMINATION

        11    BY MR. DODGE:

        12        Q.    Mr. Higgins, would you state your name and

        13    on whose behalf you're testifying?

        14        A.    My name is Kevin Higgins.  I'm here on

        15    behalf of Utah Association of Energy Users, or UAE.

        16        Q.    Mr. Higgins, did you participate in

        17    preparation of UAE's comments and responsive

        18    comments, both filed in this docket?

        19        A.    Yes, I did.

        20        Q.    And do you adopt those today as your

        21    testimony regarding UAE's position?

        22        A.    Yes, I do.

        23        Q.    And do you have any corrections to either

        24    of those comments?

        25        A.    I have a typo of some substance that I
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         1    need to correct, and that is on page 7 of the

         2    responsive comments filed by UAE on April 9th.

         3              And under the section "requested relief,"

         4    seven lines down we refer to a period ending

         5    December 31st, 2018.  That should be 2017.

         6        Q.    Thank you.

         7        A.    And I believe that will certainly be

         8    consistent with the context in which its made.

         9        Q.    Thank you.

        10              MR. DODGE:  And with those corrections,

        11    I'd offer into the record the UAE comments that have

        12    been documented by Mr. Higgins.

        13              MS. REIF:  Any objection?

        14              Seeing none, it is admitted.

        15        Q.    (BY MR. DODGE)  Mr. Higgins, before I ask

        16    you to summarize -- provide a brief summary of your

        17    testimony, I'm assuming that there -- almost

        18    regardless of the amount the Commission decides to

        19    have returned, there could be adopted between the

        20    actual tax savings as determined by the Commission

        21    from January 1st forward in the amount returned.

        22              What is UAE's position with respect to the

        23    carrying charge that should apply to any such

        24    amount?

        25        A.    UAE's position with respect to any
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         1    carrying charges in this -- dealing with these tax

         2    reform reductions is that they represent a

         3    regulatory liability on the Company.  And, as such,

         4    the carrying charges on that regulatory liability

         5    ought to be equal to the weighted average cost of

         6    capital that's applied to the rate base generally;

         7    so since this is net, any of these deferrals is, in

         8    essence, acting as a reduction in rate base.  It

         9    should receive the same carrying charge effect that

        10    the rate base receives in terms of return.

        11        Q.    Thank you, Mr. Higgins.

        12              With that, would you provide the

        13    Commission with a brief summary?

        14        A.    Yes.

        15        Q.    UAE recognizes and appreciates that the

        16    Commission took important steps in opening this

        17    Docket and authorizing deferred accounting treatment

        18    for Rocky Mountain Power to defer as regulatory

        19    liability all revenue requirement impacts of the Tax

        20    Reform Act, beginning January 1st, 2018.

        21              These actions allow the Commission and

        22    parties to carefully consider the best path forward

        23    for equitably passing through the benefits of lower

        24    corporate tax rates to customers.

        25              Rocky Mountain Power has provided an
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         1    initial and partial estimate of the Utah

         2    jurisdictional revenue requirement impact of the Tax

         3    Reform Act of an annual reduction of approximately

         4    $76 million.  The Company estimated this reduction

         5    by recalculating its Utah Results of Operations for

         6    the 12 months ending June 13th, 2017.  The

         7    recalculation was performed for two of the

         8    significant impacts of the Tax Reform Act; namely,

         9    the reduction in the federal income tax rate from

        10    35 percent to 21 percent, and the repeal of the

        11    domestic production activities deduction.

        12              The Company used a price change approach

        13    to reduce revenues to reflect the lower revenue

        14    requirement while maintaining the same earned return

        15    on equity as filed in the June 2017 Results of

        16    Operations.

        17              UAE believes that the price change

        18    approach applied to the Results of Operations as

        19    proposed by the Company is reasonably constant;

        20    therefore, UAE supports moving forward with this

        21    basic approach.

        22              Rocky Mountain Power has also proposed

        23    that the final numbers be based on the Results of

        24    Operation for the year ending December 31st, 2017.

        25    And UAE does not object to using the December 31st,
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         1    2017, Results of Operations for this purpose.

         2              The Company has explained that it has not

         3    yet estimated the impact that results from the other

         4    changes in the Tax Reform Act because they are

         5    either more complex in nature or additional guidance

         6    or information is required.  It is my understanding

         7    that the Company proposes to address the impacts

         8    from these other changes in the update filing on

         9    June 15th, 2018.

        10              For the purpose of establishing a credit

        11    on customers' bills effective May 1st, 2018, UAE has

        12    proposed that this initial reduction should be no

        13    less than 80 percent of the Company's $76 million

        14    partial estimate, or approximately $61 million.

        15    While some uncertainty about the final revenue

        16    requirement savings calculated using the

        17    December 2017 Results of Operations may make it

        18    reasonable for the initial reduction to be set at a

        19    level that is less than the full amount of the

        20    partial estimate, the public interest objective here

        21    should be to reduce customer rates as much as

        22    reasonably possible, as soon as reasonably possible,

        23    to reflect the reduction in taxes.

        24              In its April 16th reply comments, the

        25    Company revised its initial proposal, which was to
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         1    recognize an initial rate reduction of just

         2    $20 million, and is now proposing that the May 1st

         3    rate reduction be set at $61 million, consistent

         4    with the minimum reduction proposed by UAE.

         5              This is a constructive response on the

         6    Company's part.  But, to be clear, UAE believes that

         7    the ultimate reduction reflected in customer rates

         8    should be set at 100 percent of the revenue

         9    requirement reduction associated with the reduction

        10    in tax rates as calculated using the December 2017

        11    Results of Operations.

        12              UAE's recommendation that the initial

        13    reduction should be no less than 80 percent of the

        14    partial estimate is made as a precaution in the

        15    event that the 2017 Results of Operations

        16    calculation turns out to be materially less than the

        17    $76 million partial estimate.

        18              UAE believes that a final determination of

        19    the rate reduction can be addressed subsequent to

        20    the Company's June 15th filing, taking account of

        21    the December 31st, 2017, Results of Operations, as

        22    well as deferrals accrued since January 1st of this

        23    year.  This can take the form of an update later

        24    this year to the initial Schedule 197 rate being

        25    decided at this time.  At that time, the Commission
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         1    will also have the opportunity to address the proper

         2    rate-making treatment of excess ADIT.  UAE believes

         3    that the Commission should take steps to begin

         4    returning the excess ADIT to customers as soon as

         5    possible while complying with the normalization

         6    requirements of the Tax Reform Act.

         7              UAE also encourages the Commission to

         8    require the return of excess ADIT not subject to the

         9    normalization requirements, such as unprotected

        10    property excess ADIT and non-property taxes ADIT,

        11    over a reasonable amortization schedule such as five

        12    to seven years.

        13              That concludes my comments.

        14        Q.    Thank you.

        15              MR. DODGE:  Mr. Higgins is available for

        16    cross.

        17              MS. REIF:  Ms. Hogle?

        18              MS. HOGLE:  I have no cross.

        19              MS. REIF:  Mr. Jetter?

        20              MR. JETTER:  No questions from the

        21    Division.

        22              MS. REIF:  Mr. Moore?

        23              MR. MOORE:  The Office has no questions.

        24              Thank you.

        25              MS. REIF:  Ms. Baldwin?
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         1              MS. BALDWIN:  No questions.

         2              MS. REIF:  Thank you.

         3              I too have no questions.  You may be

         4    excused.

         5              MR. HIGGINS:  Thank you.

         6              MS. REIF:  And Mr. Dodge?

         7              MR. DODGE:  Your Honor, I'd like to make a

         8    proffer and indicate -- ask Your Honor and parties

         9    to indicate whether they have any questions for

        10    Mr. Higgins -- or, excuse me -- for Mr. Swenson on

        11    behalf of U.S. Mag.

        12              And U.S. Mag filed responsive comments

        13    which we would like to introduce into the record as

        14    sworn testimony of Mr. Swenson, absent objection.

        15              But, again, if there are any questions of

        16    Mr. Swenson, we are happy to call him to summarize

        17    his position and answer any questions.

        18              MS. REIF:  Are there any questions of the

        19    parties of Mr. Swenson?

        20              Doesn't appear to be.

        21              I, however, have a question or two for

        22    Mr. Swenson.

        23              MR. DODGE:  Excellent.

        24              Then U.S. Mag calls Roger Swenson.

        25              MS. REIF:  Mr. Swenson, good morning.
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         1              MR. SWENSON:  Good morning.

         2              MS. REIF:  Thank you for coming.

         3              I'm going to swear you in.

         4              Do you swear to tell the truth?

         5              MR. SWENSON:  I do.

         6              MS. REIF:  Thank you.

         7                     DIRECT EXAMINATION

         8    BY MR. DODGE:

         9        Q.    Mr. Swenson, can you tell us who you are

        10    and who you're here representing?

        11        A.    My name is Roger J. Swenson.  I'm an

        12    energy consultant with E-Quant Consulting.  Today

        13    I'm here representing U.S. Magnesium, LLC.

        14        Q.    Mr. Swenson, did you participate in the

        15    preparation of responsive comments filed by U.S.

        16    Magnesium in this docket?

        17        A.    Yes, I did.

        18        Q.    And do you adopt those responsive comments

        19    as your sworn testimony here today?

        20        A.    Yes, I do.

        21        Q.    Do you have any corrections to that

        22    testimony?

        23        A.    No, I do not.

        24              MR. DODGE:  I move for the admission of

        25    those comments of Mr. Swenson's testimony.
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         1              MS. REIF:  Any objection?

         2              Seeing none, they are admitted.

         3              MR. DODGE:  Thank you.

         4        Q.    (BY MR. DODGE)  Mr. Swenson, did you have

         5    any summary you'd like to offer?  You may,

         6    otherwise, we'll allow the Commission to be able to

         7    ask you some questions.

         8              Do you have a summary you want to provide?

         9        A.    I don't think I need to provide a summary

        10    right now.

        11        Q.    Thank you.

        12              MS. REIF:  This is will be hopefully very

        13    pain-free.  I just have a couple of questions for

        14    you.  And thank you for being here for --

        15              MR. SWENSON:  Certainly.

        16              MS. REIF:  -- the hearing and available

        17    for questioning.

        18                        EXAMINATION

        19    BY MS. REIF:

        20              I'm going to refer to Rocky Mountain

        21    Power's reply dated April 16th, and I'm not sure if

        22    you have a copy of that with you.  But on page 11 on

        23    that reply, Rocky Mountain Power says as follows:

        24    In the first full paragraph, it says "the Company is

        25    not opposed to allocating an overall percentage
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         1    decrease to Nucor and U.S. Magnesium."

         2              And then it goes on to say how they are

         3    going to allocate the $61 million rate reduction to

         4    special contracts.

         5              Do you agree with PacifiCorp's new

         6    proposal to include special contracts?

         7        A.    I do agree.  And our contract that was

         8    just approved, in fact, had very clear language

         9    calling out the methodology that we would use in

        10    such a credit-based mechanism.

        11        Q.    Okay.  Have you had an opportunity to

        12    review the allocation factors that have gone into

        13    the rate reduction for U.S. Magnesium?

        14        A.    Yes, I have.  And I agree with the

        15    Company's position in the exhibit that shows U.S.

        16    Magnesium's calculated annual reduction.

        17        Q.    Okay.  So you don't believe there's been

        18    any miscalculation?

        19        A.    Not that I can see --

        20        Q.    Okay.

        21        A.    -- from the detail that I have at hand.

        22        Q.    Okay.  Very good.

        23              That's all I have for you, sir.

        24        A.    Thank you very much.

        25              MS. REIF:  You may be excused.




                                                                           
                                                                                                           84
�                             Public Service Commission

                     Hearing: Docket No. 17-035-69, April 18, 2018




         1              MR. DODGE:  Thank you.

         2              And U.S. Magnesium has nothing else.

         3              Thank you.

         4              MS. REIF:  Thank you.

         5              Ms. Baldwin?

         6              MS. BALDWIN:  UIEC calls Maurice Brubaker

         7    and asks that he be sworn in, and he is the phone.

         8              MS. REIF:  Okay.  Mr. Brubaker, are you --

         9              MR. BRUBAKER:  Yes, I'm on.

        10              MS. REIF:  -- with us?  Okay.  Very good.

        11              This is Melanie Reif speaking.  I am the

        12    administrative law judge.  And I'm going to swear

        13    you in.

        14              Do you swear to tell the truth, sir?

        15              MR. BRUBAKER:  I do.

        16              MS. REIF:  Thank you.

        17              MS. BALDWIN:  Thank you.

        18                     DIRECT EXAMINATION

        19    BY MS. BALDWIN:

        20        Q.    Mr. Brubaker, could you please state your

        21    name for the record and explain who you work for and

        22    who you represent today?

        23        A.    Yes.  My name is Maurice Brubaker.  I'm

        24    president of the energy, economic, and regulatory

        25    consulting firm of Brubaker & Associates Inc., and
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         1    I'm here today on behalf of UIEC.

         2        Q.    And are you the author, the primary

         3    author, of the reply comments in response to Rocky

         4    Mountain Power's comments on 2018 tax reconciliation

         5    which were filed by UIEC on February --

         6        A.    Vicki, I'm having a terrible time hearing

         7    you.

         8        Q.    Okay.  Sorry.

         9              Are you the primary author of the reply

        10    comments in response to Rocky Mountain Power's

        11    comments on the 2018 tax reconciliation act which

        12    were filed on February 23rd and the responsive

        13    comments on the 2018 tax reconciliation act filed on

        14    April 9th, both on behalf of UIEC?

        15        A.    I am.

        16        Q.    Do you have any corrections to make on

        17    either of those?

        18        A.    I do not.

        19        Q.    Are you prepared to adopt as your own

        20    testimony the contents of both of those documents?

        21        A.    I am.

        22        Q.    Before we go to your summary, I wanted to

        23    ask if you have had a chance to review the reply

        24    comments that were filed by Rocky Mountain Power on

        25    April 16th?
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         1        A.    Yes, I have.

         2        Q.    And have you been able to evaluate the

         3    supporting information, the exhibits that were

         4    provided along with that?

         5        A.    Yes.  To the extent that the material was

         6    provided, I have.

         7        Q.    And were you present by phone this morning

         8    when Ms. Kobliha gave an explanation to the Exhibit

         9    1, the Confidential Exhibit 1?

        10        A.    Yes, I was.

        11        Q.    Okay.  Thank you.

        12              Could you please tell us whether that --

        13    any of that information has changed your position in

        14    this matter, and if so, why or why not?

        15        A.    Okay.  No.  That information has not

        16    changed the recommendation to implement a $76

        17    million revenue decrease May 1st or as soon as

        18    possible.

        19              The information provided in Exhibit 1

        20    basically deals with credit metrics, which are

        21    important, but not the only consideration in rating

        22    agencies' assessment of utilities and other

        23    companies' performance.

        24              The financial aspects of the rating are

        25    about 40 percent, and 50 percent is regulatory
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         1    framework and the ability of the utility to earn

         2    it's rates of return.  But even notwithstanding

         3    that, I think, as Ms. Kobliha indicated this

         4    morning, the difference in the coverage ratios

         5    between 100 percent flow-back of the $76 million and

         6    80 percent flow-back that the Company is now

         7    proposing is very, very small -- very much in the

         8    same ballpark.  While Moody's does have kind of a

         9    guidance of 20 percent of the FFO/debt ratio, it's a

        10    guidance, and it's expressed as a sustained level

        11    below 20 percent, not just that it happens to dip

        12    below 20 percent at one particular time; so it's not

        13    a line.  It's a guidance.  It's important but not --

        14    I don't think that the difference in the ratios that

        15    are presented on Exhibit 1 should cause any alarm

        16    bells between the $76 million and the $61 million

        17    rate reduction.

        18              So I continue to believe that it would be

        19    appropriate to reduce rates by $76 million,

        20    beginning May 1st and -- or as soon as possible.

        21    And I also agree with the Division that, by the end

        22    of 2018, whatever wasn't refunded or whatever rate

        23    reduction wasn't received by that time, be refunded

        24    to customers prior to the end of calendar year 2018.

        25        Q.    Thank you.
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         1              And do you have a summary that is prepared

         2    for today?

         3        A.    Yeah.  I guess I kind of got into it there

         4    a little bit.

         5              Our recommendation is to refund to

         6    customers as soon as possible the current impacts,

         7    which is $76 million.  We don't think -- I don't

         8    think it's appropriate to use -- to hold and use

         9    those funds to offset some other costs.  I think if

        10    there are other costs that need to be addressed,

        11    they need to be addressed in the context of a

        12    broader context where other relative factors could

        13    be considered, such as decreases in other costs that

        14    might offset or increases in revenue that should be

        15    considered.  Customers should not be denied the

        16    benefits of the lower cost that Rocky is

        17    experiencing now; rather, they should be entitled to

        18    have those benefits reflected in their rates as a

        19    lower charge.

        20              As to the deferred income taxes, the

        21    recommendation is to examine those in the upcoming

        22    hearings which will be held later this year.

        23        Q.    Thank you.

        24        A.    That concludes my summary.

        25        Q.    Thank you.
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         1              MS. BALDWIN:  Commissioner, we'd like to

         2    proffer the exhibits UIEC for the reply comments and

         3    the responsive comments to the record.

         4              MS. REIF:  Any objection?

         5              They are admitted.

         6              MS. BALDWIN:  And we would like to offer

         7    Mr. Brubaker for cross-examination.

         8              MS. REIF:  Thank you, Ms. Baldwin.

         9              Ms. Hogle, do you wish to ask Mr. Brubaker

        10    any questions?

        11              MS. HOGLE:  I would, if I can have a

        12    moment, or maybe --

        13              MS. REIF:  Sure.  Let's do the round and

        14    we'll see what happens.

        15              Mr. Jetter?

        16              MR. JETTER:  No questions from the

        17    Division.

        18              MS. REIF:  Mr. Moore?

        19              MR. MOORE:  The Office has no questions.

        20              MS. REIF:  Mr. Dodge?

        21              MR. DODGE:  No questions.  Thank you.

        22              MS. REIF:  Ms. Hogle, we're back to you.

        23              Do you need a moment?

        24              MS. HOGLE:  I do.

        25              MS. REIF:  Okay.  Sure.
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         1              Do we need a recess for ten minutes?

         2              MS. HOGLE:  We probably should.

         3              MS. REIF:  Let's take a recess for ten

         4    minutes.  We'll be off the record.  Thank you.

         5                         (Recess.)

         6              MS. REIF:  We're back on the record.

         7              Ms. Hogle, are you ready to proceed with

         8    the witness?

         9              MS. HOGLE:  Yes I'd like to ask a couple

        10    of questions of Mr. Brubaker.

        11              MS. REIF:  Sure.  Yeah.

        12              MS. HOGLE:  Thank you.

        13                     CROSS-EXAMINATION

        14    BY MS. HOGLE:

        15        Q.    Mr. Brubaker, I just want to explore a

        16    little bit your comments in your summary regarding

        17    that, according to your opinion, the difference

        18    between the refund based on 100 percent refund as

        19    opposed to an 80 percent refund is "immaterial."

        20              In light of tax reforms, have you ever

        21    been involved in discussions, in direction

        22    discussions, between rating agencies and utility

        23    companies?

        24        A.    I've not been directly involved in those

        25    discussions.  I have read a number of rating agency
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         1    publications that address the issue.

         2        Q.    Thank you.

         3              Do you have Confidential Attachment 1 in

         4    front of you?

         5        A.    Yes.

         6              MS. HOGLE:  At this time, Your Honor, I

         7    would move for the reporter -- excuse me -- for the

         8    Commission to stop streaming so that we can get into

         9    confidential discussion.

        10              MS. REIF:  Okay.  Very good.

        11              For the reason requested, the Commission

        12    will grant your motion to go into confidential

        13    session.

        14              And if somebody could close the back door,

        15    please.

        16              And Sherrie, could you confirm that

        17    streaming has ceased?

        18                (BOUND UNDER SEPARATE COVER)

        19    ///

        20    ///

        21    ///

        22    ///

        23    ///

        24    ///

        25    ///
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         1    ///

         2    ///

         3    ///

         4    ///

         5    ///

         6    ///

         7    ///

         8    ///

         9    ///

        10                 (END CONFIDENTIAL SESSION)

        11              MS. REIF:  And, Ms. Hogle, I want to come

        12    back to the line of questioning that you were

        13    engaging in.  And I think it may require recalling

        14    your witness, Ms. -- Kobliha?  I'm sorry if I didn't

        15    pronounce that correctly.

        16              But before we do that, I do want to finish

        17    with the order that we've been going in and allow

        18    Nucor to -- I think the representation at the

        19    beginning of the hearing was that they weren't going

        20    to necessarily participate.  But I do have a couple

        21    of questions, and I think they do intend to put on

        22    the witness.

        23              MR. COOK:  Sure.  Your Honor, since our

        24    comments were essentially a written nature, we have

        25    Pete Mattheis here that can answer questions.
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         1              MS. REIF:  Okay.

         2              MR. COOK:  The Court calls Pete Mattheis.

         3              MS. REIF:  Mr. Mattheis, please take the

         4    witness stand and I will swear you in.

         5              Do you swear to tell the truth, sir?

         6              MR. MATTHEIS:  I do.

         7              MS. REIF:  Okay.  Very good.

         8              Counsel, do you want to start with him, or

         9    do you want me into go ahead and --

        10              MR. COOK:  Whatever Your Honor wants.  If

        11    it's easier for you to do it, that's fine.  I'm

        12    happy to start with him.

        13              Well, I was just going to ask my

        14    questions, but I was first going to first ask

        15    everyone if they have questions.

        16              So it doesn't appear like anybody else has

        17    questions.

        18                        EXAMINATION

        19    BY MS. REIF:

        20        Q.    So Mr. Mattheis, you've heard these

        21    questions before.  They are the same questions that

        22    I asked the U.S. Magnesium witness, Mr. Roger

        23    Swenson, and so this will just take a moment.

        24              And just to orient you, this relates to

        25    the reply comments that the Company filed, their
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         1    most recent comments on April 16th.  And on page 11

         2    of those comments and in the very first complete

         3    paragraph, it states that "the Company is not

         4    opposed to allocating an overall percentage decrease

         5    to Nucor and U.S. Magnesium."

         6              Do you agree with the new proposal to

         7    include special contracts, in particular, the Nucor

         8    special contract, into this docket?

         9        A.    Yes, ma'am, I do.

        10        Q.    Okay.  Thank you.

        11              And there was some discussion also in this

        12    paragraph about the allocation factor and how that

        13    rate reduction is to be implemented.  And I don't

        14    know if you have had a chance to review that.

        15              Have you had a chance to review that, sir?

        16        A.    Very superficially.  I will say I've read

        17    through it and looked at it.

        18        Q.    If you haven't reviewed it enough to

        19    answer my question, that's perfectly fine.  You

        20    don't have to give me an affirmative or a negative

        21    response.  You can just say, "I haven't had a chance

        22    to review it enough."

        23              But I'm just curious to know whether, if

        24    you have had a chance to review it to your

        25    satisfaction to answer this question, whether you
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         1    believe that the allocation factor is correct

         2    inasmuch as the rate reduction has been correctly

         3    calculated with respect to Nucor?

         4        A.    I would say my review has been a little

         5    too superficial to answer that fully.  It looks like

         6    it's in the right ballpark.

         7        Q.    Okay.

         8        A.    But all I've really done is eyeball it.

         9        Q.    Okay.  That is an honest answer.  Thank

        10    you very much, sir.

        11              And unless there's any follow-up, I will

        12    excuse you.  And thank you for being here today for

        13    questioning.

        14        A.    Thank you.

        15              MS. REIF:  So barring anything else right

        16    now, I think I want to come back to what struck me

        17    as something that may be worthwhile discussing while

        18    we're all here.

        19              And with respect to Rocky Mountain Power's

        20    witness, Ms. Kobliha -- I hope I'm pronouncing that

        21    right?

        22              MS. KOBLIHA:  Yes.

        23              MS. REIF:  Ms. Kobliha, would you please

        24    come back to the witness stand?  I do want to ask

        25    you just a couple of things, and hopefully it won't
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         1    take much of your time.

         2                    FURTHER EXAMINATION

         3    BY MS. REIF:

         4        Q.    So I'm going to be careful here because,

         5    in part, my question relates to the confidential

         6    exhibit, and I'm not going to be getting into any

         7    detail of that other than just referencing it; so I

         8    just want to make sure that you're aware of that and

         9    comfortable with that up front.

        10              I believe you indicated in your initial

        11    testimony that Rocky Mountain Power had come to an

        12    agreement last week in Wyoming that 100 percent of

        13    the tax refund, tax rebate, would be going back

        14    immediately to rate payers in Wyoming.

        15              Did I understand that correctly?

        16        A.    So it's similar to -- comparative to the

        17    76.2; so for Wyoming's annualized benefit, which is

        18    right around $24-, $25 million would be going back

        19    effective -- it was June -- 1st? -- I can't remember

        20    the date right now -- on that annualized basis until

        21    the next rate case or until we bump into some of the

        22    other caveats we added in that settlement with WIEC

        23    around if we see a downgrade or are put on credit

        24    watch.

        25        Q.    If you were giving the customers of
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         1    Wyoming that offer or you came to that agreement,

         2    why aren't Utah customers afforded the same

         3    treatment?

         4        A.    So that agreement was in exchange or in

         5    conjunction with approval of the CPCN for approval

         6    of -- let's make it clear.  With WIEC, we had agreed

         7    with WIEC that they would support our CPCN

         8    application.

         9        Q.    For the record, could you clarify what

        10    "WIEC" is?

        11        A.    Sorry.  The Wyoming Industrial Energy

        12    Consumers.

        13              So we had agreed with WIEC that, for -- in

        14    exchange for them supporting our Certificate for

        15    Public Convenience and Necessity, the CPCN, on our

        16    new wind and transmission line, plus the approval on

        17    our re-powering proceeding that's going -- or

        18    support on that proceeding, that, in exchange, we

        19    would offer the 100 percent of the current tax

        20    benefits which, like I said, is the equivalent of

        21    around the $25 million a year.

        22              And in that agreement we also had those,

        23    like I mentioned, the caveats around, to the extent

        24    the Company is put on credit watch or receives

        25    downgrade, that we could come in and adjust but
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         1    refer to as a "surcredit."  So the surcredit is how

         2    we would apply that benefit back to customers.  We

         3    can change that surcredit if we get ourselves into

         4    that situation.

         5        Q.    What is it about Utah customers that make

         6    them different in the situation?  You'd explained

         7    why you came to that agreement in Wyoming, but why

         8    not give the same treatment to Utah customers?  Why

         9    do we have to wait and why does the confidential

        10    exhibit, which is speculative by best estimates, I

        11    think -- and I'm reading into your testimony a

        12    little bit about the agreement with Wyoming -- but

        13    is there a reasonable basis for not giving Utah

        14    customer the refund?

        15        A.    Sure.  So the exhibit is a forecast using

        16    the estimate of what the numbers are.  And, you

        17    know, I think part of the difference here is, like I

        18    said, the agreement that we had reached with WIEC,

        19    the tax deferral hasn't been approved by the Wyoming

        20    Commission.  It is simply a stipulation that we have

        21    with WIEC in particular.  If other parties came in

        22    and have a different suggestion or some other

        23    proposal, we could end up in a different place; so

        24    that might be the first thing to make sure we note.

        25              The calculations there are on a total
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         1    company basis.  And Utah is definitely the big dog

         2    we have going on here; so to the extent that Wyoming

         3    gets their $24 million, it's not going to force the

         4    --

         5        Q.    What do you mean by "big dog"?

         6        A.    They're the largest share -- our refund

         7    that we pass to active customers.

         8        Q.    As you pointed out, though, these are

         9    company-wide numbers?

        10        A.    Correct.

        11        Q.    So why should Utah customers be held

        12    accountable for a customer base system-wide --

        13        A.    Sure.

        14        Q.    -- calculation?

        15        A.    And I guess I don't see it as Utah

        16    customers being held accountable for it.  I see it

        17    as Wyoming -- we had a different -- other aspects

        18    that we were considering, these particular projects

        19    when we made that deal.  And we don't have that

        20    situation or that opportunity at this point in Utah.

        21        Q.    Meaning, the opportunity to sell?

        22        A.    The opportunity to have a stipulation

        23    where it would include refunding the dollars to Utah

        24    customers in exchange for approval on the new wind

        25    transmission and re-powering projects.
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         1        Q.    Okay.

         2        A.    At least at this point.  Yeah.  I don't

         3    know if that will further progress.

         4        Q.    Okay.

         5              Thank you, Ms. Kobliha, for answering my

         6    questions.  I appreciate it very much.

         7              Is there any follow up?

         8              MS. HOGLE:  There is.  Thank you.

         9                    REDIRECT EXAMINATION

        10    BY MS. HOGLE:

        11        Q.    Ms. Kobliha, the hearing officer asked you

        12    questions.  And in her questions, she referred to

        13    the calculations in Confidential Attachment 1 as

        14    "speculative by best estimates."

        15              Do you think that Confidential Attachment

        16    1 is "speculative by best estimates," or did

        17    PacifiCorp use the best information available that

        18    it had in order to calculate this information?

        19        A.    Yeah.  We definitely used the best

        20    information that we have available to us.  And it's

        21    a projection or a forecast as to what could occur

        22    under various scenarios that we analyzed.

        23        Q.    And would you agree that the Company is

        24    returning -- agrees that the refund from the Tax

        25    Reform Act should be going back to customers and
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         1    that it intends to make whole its Utah customers and

         2    will not keep that refund but will treat it as -- if

         3    the Commission approves, as suggested in its

         4    filings.  And that is, at the most, as offsets to

         5    cost pressures?

         6        A.    Yes.  So we fully intend to provide all

         7    the benefits of tax reform to Utah customers.  And I

         8    think what we're asking for is time to make sure

         9    that providing the benefits doesn't result in a

        10    downgrade to the Company.  One of my ultimate goals

        11    is to keep the Company financially healthy, and we

        12    are very proud of our ratings that we have with the

        13    rating agencies, because we believe it provides us

        14    the ability to issue debts at a lower cost than what

        15    otherwise might be issued by other parties who

        16    aren't rated at our same level.

        17        Q.    Thank you.

        18              MS. REIF:  Thank you.

        19              Are there any other questions for the

        20    witness?

        21              Ms. Baldwin.

        22                    RECROSS-EXAMINATION

        23    BY MS. BALDWIN:

        24        Q.    Ms. Kobliha, isn't it true that, if you

        25    were to give the $76.2 million to Utah rate payers
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         1    and if the Company were to suffer some type of

         2    adverse credit, isn't it true you could come in in

         3    Utah just as you're offering to do in Wyoming and

         4    file and request the change in the --

         5        A.    So that's what we would actually request.

         6    Similar to what we -- the language we added in the

         7    stipulation in Wyoming is that, if the Company does

         8    see either a negative outlook or some sort of

         9    downgrade potential, that we would ask to have that

        10    surcredit -- or whatever we'll call it here --

        11    modified such that we wouldn't see that downgrade.

        12    And, hopefully, it would be before a downgrade

        13    occurs.  Sometimes it might be a, you know, a

        14    too-little-too-late type of situation, which is

        15    really -- the challenge with all of these is we

        16    could get to the point where the rating agencies act

        17    pretty fast and we see a downgrade before we have

        18    the opportunity to mitigate it with increased cash

        19    flow back to the Company.

        20              MS. BALDWIN:  That's all I have.  Thank

        21    you.

        22              MS. REIF:  Just a follow-up on that

        23    question.

        24                    FURTHER EXAMINATION

        25    BY MS. REIF:
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         1        Q.    Does that mean that you are modifying your

         2    proposal with that caveat?

         3        A.    So if we were to get to a point where the

         4    order is 100 percent of the refund, that's what --

         5    we would like to see language that indicates that we

         6    could apply to that language that the Company does

         7    have the opportunity to come back in and request

         8    that $76 million be reduced, if we get to the $76

         9    million, in the event that the Company is either put

        10    on negative watch or a downgrade.

        11              In the $61 million scenario, I would like

        12    that language, but I'm not as concerned about it

        13    because I think that any potential ratings review

        14    that could result in a downgrade is probably far

        15    enough in the future that other things will happen

        16    in our business that could cause that to change.

        17              MS. REIF:  Thank you.  That was very

        18    helpful clarification.  I really appreciate it.

        19              Any follow up, Ms. Hogle?

        20              MS. HOGLE:  Just one more, Your Honor.

        21              Thank you.

        22                    REDIRECT EXAMINATION

        23    BY MS. HOGLE:

        24        Q.    Ms. Kobliha, in addition to your testimony

        25    confirming what -- how the Company intends to treat
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         1    -- pending Commission approval, of course -- the

         2    balance of the refund to Utah customers, isn't it

         3    true that one of the things that the Company is also

         4    trying to balance is rate stability in -- and so

         5    also in response to Ms. Baldwin's question, it does

         6    result in a downgrade, a 100 percent refund.

         7              What would that do to the goal the Company

         8    has on rate stability?

         9        A.    So maybe the question is in the context

        10    of, if we see a downgrade, then the Company would

        11    likely, in their next step issuance, experience an

        12    increase in the cost of that debt, which would

        13    further put pressure on the need for additional

        14    dollars from customers, is what we're trying to

        15    avoid with that.

        16        Q.    So the rate stability goal would not be

        17    achieved?

        18        A.    Right.  We would see an increase for that

        19    in additional cost of debt.

        20              MS. HOGLE:  Those are all the questions I

        21    have.  Thank you.

        22                    FURTHER EXAMINATION

        23    BY MS. REIF:

        24        Q.    That would be the same thing you're

        25    encountering or potentially encountering in Wyoming;
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         1    correct?

         2        A.    If all the states end up at the 100

         3    percent level, then that's where we have the risk of

         4    the debt and the downgrading.  And, yeah, the debt

         5    would cost us more in the future.

         6        Q.    I see.  Okay.  Thank you.

         7              MS. REIF:  Anything else?  All right.

         8              MR. DODGE:  One thing at the risk of

         9    sounding impertinent, have we adequately responded

        10    to Your Honor's questions or concerns about the

        11    manner in which the special contract refund

        12    percentages were calculated?  Because if not, I'd

        13    like to make sure we cleared that up.

        14              MS. REIF:  I think you have responded in

        15    the manner in which you've responded.  We don't --

        16    we believe there's an error.

        17              And Mr. Swenson is shaking his head --

        18    nodding his head, I should say.  I'm not sure if

        19    he's in agreement or whatever.

        20              But we believe that there's an error.  And

        21    if necessary, we can clarify that in the order.  I

        22    think there's a difference of 3.1 percent versus

        23    3.5 percent.

        24              MR. DODGE:  I was wondering about that.

        25              MS. REIF:  Yes.
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         1              MR. DODGE:  And that's why I was hoping,

         2    again, at the risk of being impertinent, to see if

         3    we could clear it up.

         4              MS. REIF:  You're not being impertinent at

         5    all.

         6              MR. DODGE:  I think Ms. Steward or

         7    Mr. Swenson, I think, could testify to this, if

         8    you'd like to, that they directly allocated a

         9    portion of the refund to these two customers based

        10    on cost of service as opposed to taking the average

        11    percentage decrease and applying that.

        12              And people here can clarify that if I'm

        13    wrong.

        14              It's very close, particularly with respect

        15    to U.S. Mag.  Either way, there's some notion that

        16    the contracts may or may not contemplate and direct

        17    the percentage -- the average percentage increase

        18    versus -- and that's sort of where our comment's at.

        19              We're frankly okay with either one, but

        20    what we did want to avoid was you not being able to

        21    determine the appropriate refund in your order.

        22              And so if there's something in here, I'm

        23    sure that --

        24        Q.    We very much appreciate that, Mr. Dodge.

        25    And if the Company wants to put on an explanation
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         1    for that discrepancy, we're happy to hear it.  But

         2    it appeared to be an error, and we were just simply

         3    trying to flush that out.

         4              MS. HOGLE:  Your Honor, it's up to you at

         5    this time.  I think, based on my discussions with my

         6    client, we're okay.  We will go back and look at it.

         7    But I think it would be helpful to know from the

         8    Commission, as I believe Your Honor indicated around

         9    this discussion, that they will note it in the

        10    order.  I believe is what I heard from you.

        11              And so I think at this time, we can take

        12    it back and scrutinize it and look at it and make

        13    sure that what is filed is correct.

        14              MS. REIF:  Okay.

        15              And, Mr. Dodge, is that acceptable to you?

        16              MR. DODGE:  Yes.  That is acceptable.

        17              MS. REIF:  And to you too?

        18              MR. COOK:  Yes.  That's acceptable to

        19    Nucor as well.

        20              MS. REIF:  Okay.  Thank you so much.

        21              Well, with that, I think we've covered all

        22    the ground we need to cover today.

        23              I appreciate everyone's time.  And thank

        24    you for being here to help the Commission make this

        25    decision.
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         1              Have a good rest of your day.

         2              Oh.  Just one -- let me -- I'm sorry.

         3              Just one thing before we totally convene.

         4              And that is -- so there was an exhibit

         5    from the Office marked OCS-1.  And there was the

         6    exhibit from Rocky Mountain Power, Exhibit 1.

         7              Is it the request from both parties that

         8    those be entered into evidence and made part of the

         9    transcript?

        10              MR. MOORE:  That is the request from the

        11    Office for the Office's.

        12              MS. REIF:  Okay.

        13              And it would be a confidential exhibit.

        14              MS. HOGLE:  And I believe that those were

        15    attached to the April 16th, 2018, comments, that

        16    Confidential Attachment 1.

        17              MS. REIF:  Okay.

        18              MS. HOGLE:  And I believe that I moved to

        19    enter that into the record.

        20              MS. REIF:  I just want to make sure.

        21              MS. HOGLE:  Thank for that.

        22              MS. REIF:  All right.  Very good.

        23              Thank you everyone.

        24              We are adjourned.

        25             (Hearing concluded at 12:41 p.m.)
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