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1 Cctober 30, 2018 9: 00 a?%ge .
2 PROCEEDI NGS

3 HEARI NG OFFI CER REIF: W're on the record.

4 Good norning, everyone. | amMlanie Reif. | amthe

5 presiding officer for this hearing in Docket 17-035-69.
6 This docket is entitled Investigation of Revenue

7 Requirenent Inpacts of the New Federal Tax Legislation
8 Titled an Act to Provide For Reconciliation Pursuant to
9 Titles Il and V of the Concurrent Resolution of the

10 Budget for Fiscal Year 2018.

11 This norning we are hearing the settl enent

12 stipulation that has been filed in this matter, and that
13 is the purpose of this hearing. So we'll start by

14  taking appearances starting with the conpany, please.

15 M5. HOGLE: Good norning. Yvonne Hogle on

16 behalf of Rocky Mountain Power, and with ne at counsel
17 table is N kki Kobliha, who will be supporting the

18 stipulation.

19 HEARI NG CFFI CER REI F:  Thank you. Good

20 nmorning to both of you, and for the division.

21 MS. SCHM D: Patricia E. Schmd wth the Uah
22 Attorney General's office on behalf of the division.

23 The division's witness today is Lane Mecham and he wl|l
24  Dbe providing testinony in support of the stipulation.

25 HEARI NG CFFI CER REI F:  Thank you. Good
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nmorning. M. MNbore.

MR MOORE: Robert More of the AGs office
representing the Ofice of Consumer Services. Excuse
me. Wth nme at counsel table is Mchele Beck, director
of the Ofice of Consuner Services. In addition, |
bel i eve Donna Ramas, an accounting consultant for the
offices, is on the phone. She will not be testifying
but is available to speak if any technical accounting
| ssues ari se.

HEARI NG OFFI CER REI F: Thank you. Ms. Ranas,
do we have you on the line?

MS. RAMAS: Yes, | am here.

HEARI NG OFFI CER REIF: Ckay. Geat. Thank
you for joining us this norning, and good norning to
everyone on behal f of the division, or excuse nme, the
office. And then we'll go next to M. Dodge with UAE

MR. DODGE: Thank you. Gary Dodge on behal f
of UAE. UAE's witness in this docket is Kevin Higgins,
who is in the comm ssion hearing room available for
guestions. But otherwise we don't intend to call him

| should also indicate that | nade an
appearance in this docket for U S. Magnesium It did
not sign the stipulation, but I amauthorized to
represent that it does not oppose the settlenent.

HEARI NG OFFI CER REI F:  Thank you, M. Dodge.
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MR. DODGE: Thank you.

HEARI NG CFFI CER REIF: M. Dodge, you do not
have a m crophone or it's not on.

MR DODGE: It says it's on, but it doesn't
sound like it's comng through, does it?

HEARI NG OFFI CER REIF: It does not.

MR DODGE: The green light is on, but it
doesn't appear to be working.

HEARI NG OFFI CER REI F:  Ckay.

MR DODGE: So I'll speak up.
HEARI NG OFFI CER REIF: Okay. | can hear you
fine. |I'mjust concerned that nmaybe the court reporter

m ght have difficulty hearing.

MR DODGE: Right.

HEARI NG OFFI CER REIF; Okay. Very good. And
Ms. Bal dwi n, good norning.

MS. BALDWN: Vicki Baldw n on behalf of the
Utah I ndustrial Energy Consuners, for the U EC, and we
do not have a w tness present today, but we are
appearing to show support for the stipul ation.

HEARI NG OFFI CER REI F:  Ckay.

THE REPORTER Hers isn't working either.

MS. BINTZ: Try it again.

MS. BALDWN: M ne doesn't work either.

MS. BINTZ: Try it one nore tine. It may have
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been nut ed.

MS. BALDW N:  Yeabh.

HEARI NG CFFI CER REI F: Ckay. Geat. Ckay.
Al right. So M. Dodge, let's try yours as well.

MR DODGE: Al right. Sounds like it works
now.

HEARI NG CFFI CER REI F: Good, okay. So back to
your statement about U.S. Magnesium just so | can check
this off of -- off of ny list.

MR. DODGE: Yes, your Honor.

HEARI NG OFFI CER REIF: Wth respect to the
support that you are giving to the stipulation, we
realize that you don't have a witness that you are
calling to give support. But would you stipul ate that
the stipulation is just and reasonable in result?

MR DODCE: On behalf of UAE we have
stipulated that, and we do have a witness here who could
testify to that.

HEARI NG OFFI CER REI F:  Ckay.

MR DODGE: On behalf of U S. Mg, the only
thing I have been authorized to represent is that it
does not oppose the stipulation.

HEAR NG OFFI CER REIF: Ckay. GCkay. And
Ms. Baldw n, would you kindly clarify how-- is it your

intent to support the stipulation in a simlar manner?
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O is it your intent to stipulate that the stipulation

is just and reasonable in result?

M5. BALDWN The UEC stipulate -- is a
party, a signing party to the stipulation and supports
the stipul ation.

HEARI NG OFFI CER REIF: Okay. All right.
Thank you. Al right. W'I|l go back to the conpany.

M5. HOGLE: Is it okay if we take care of sone
prelimnary matters before we go on the record?

HEARI NG OFFI CER REIF: W are on the record.
But if you need to go off the record, we can.

M5. HOGLE: Well, | have a couple of things.
One, we al so have Ryan Fuller on the phone.

HEARI NG OFFI CER REI F:  Ckay.

MS. HOGLE: And I'd like to make sure that he
is on.

HEARI NG OFFI CER REIF: Ckay. M. Fuller, are
you on the line with us?

M5. HOGLE: GCkay. | stand corrected. Maybe
he is just listening on |ine.

HEARI NG CFFI CER REIF: | amonly aware of one
person on the line. Wuld you Iike himto have an
opportunity to call in?

M5. HOGLE: No. | was going to say that in

the roomtoday, in addition to Ms. Kobliha, we have
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Joell e Steward, Steve McDougal and Jana Saba, and

t hought that Ryan Fuller was on the phone so apol ogi es.
So that's one thing.

Anot her thing is, assigning parties who are
present in the roomtoday have given ne the authority to
indicate to you that we stipulate for all of the
testinony and filings fromall parties that were nmade
starting on June 15th, 2018, including exhibits, to be
entered into the record.

HEARI NG OFFI CER REIF: And is there any
objection? Ckay. Very good. They are accepted.

M5. HOGLE: Thank you.

HEARI NG OFFI CER REI F:  Thank you

M5. HOGLE: And | think that is all | have.

So if you want, | can call our first -- our wtness.

HEARI NG OFFI CER REI F: Yes, please. o ahead.

M5. HOGLE: Okay. | call M. N kki Kobli ha.

HEARI NG OFFI CER REI F: N kki Kobli ha, woul d
you like to give your testinony where you are seated
this norning?

THE WTNESS:. Yeah. |If that works for you, it
wor ks for ne.

HEARI NG OFFI CER REIF: Sure. And |let ne swear
you in. Do you swear to tell the truth?

THE W TNESS: Yes, | do.
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1 HEARI NG OFFI CER REI F:  Thank you. You may

2  proceed.

3 M5. HOGLE: Thank you.

4 NI KKl KOBLI HA

5 was called as a witness, and having been first duly

6 sworn to tell the truth, testified as foll ows:

7 DI RECT EXAM NATI ON

8 BY M5. HOGLE:

9 Q Good norning, Ms. Kobliha. Can you pl ease
10 state your nane and position with Rocky Mountain Power
11 for the record?

12 A Sure. My name is N kki Kobliha, NI-K-K-I
13 K-OB-L-1-HA | amenployed by PacifiCorp as vice
14  president, chief financial officer and treasurer. M
15  busi ness address 825 Northeast Miltnomah, Suite 1900,
16 Portland, Oregon.
17 Q And as you know, the conmm ssion accepted your
18 testinmony into the record earlier today, and you don't
19 have any changes to that testinony?
20 A No changes.
21 Q So if I were to ask you the questions therein
22 again today, your answers would be the sane?
23 A Yes, they woul d.
24 Q And what is the purpose of your testinony this
25  norning?
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1 A | present the stipulation that was filedPage -
2 between the conmpany on -- by the conpany on Cctober

3 24th, 2018. The stipulation was entered into by six

4 signing parties, including Rocky Mountain, the Division
5 of Public Uilities, the Ofice of Consunmer Services,

6 U ah Association of Energy Users, Utah Industrial Energy
7  Consuners and Nucor Steel.

8 | also reiterate Rocky Mountain Power's

9 support of the stipulation and the conpany's belief that
10 the stipulationis in the public interest.

11 Q Can you please proceed with the key terns of
12 the stipulation?

13 A Yes, | can. But actually before | do that, I
14 and the conpany want to thank all the parties for all

15 their hard work in achieving the stipulation. The

16 conversations involved nore than just taxes. So |

17 appreciate that additional discussion and very happy we
18 got to this place with the stipulation.

19 The terns of the stipulation resolve all of

20 the issues in this proceeding. Also sone of the

21 provisions relate to the conpany's recently filed

22  depreciation study docket in Docket No. 18-035-36, as

23 well as Utah Code Section 54-7-12.8 from the Sustainable
24  Transportation and Energy Plan Act referred to by the

25 acronym STEP, capital S, capital T, capital E, capita
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First the stipulation reiterates that Utah
customers will receive all benefits of the Tax Reform
Act and that the terns of the stipulation will remain in
effect until the conpany's next general rate case, when
the benefits will be incorporated into base rates.

As detailed in paragraph 36 of the
stipulation, parties agree that the anmount of those
benefits include a 65.9 mllion per year reduction in
current incone taxes, a reduction in accunul ated
deferred i ncome taxes nore commonly referred to as
excess deferred i ncone taxes, or by the acronym EDI T,
capital E, capital D, capital I, capital T, which is
conposed of the follow ng amounts, all of which have
been grossed up for taxes and represent Utah all ocated
anmount s.

Non- protected property-related itens
calculated to be a total of 138.9 mllion,
non- protected, non-property-related itens, calculated to
be a total of 29.9 mllion, protected property-related
itens, estimated to be a total of 816.8 mllion.

Parties agree that of the 65.9 mllion
reduction related to current taxes, an annual rate
reduction of 61 mllion will continue to be passed back

to custonmers through Schedule 197. Schedule 197 rate is

Litigation Services | 800-330-1112
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-- sorry. The current Schedule 197 rate is refunding

the 61 mllion dollars over may through Decenber of
2018, or eight nonths, which is the 4.7 percent average
rate decrease. As of January 1st, 2019, the conpany

w il begin to pass back the 61 mllion over 12 nonths,
meani ng the rate decrease will change to 3.1 percent.

The difference between the 65.9 mllion and
the 61 mllionis 4.9 mllion, which the parties agree
will be deferred into a regulatory liability account
annual ly until the conmpany's next general rate case. At
the end of each year in 2018, 2019, and 2020 the conpany
will apply the balance towards accel erating the
depreci ati on of the Dave Johnston thermal generation
plant, which will reduce Uah's share of the net book
bal ance.

The grossed up, non-protected property-rel ated
EDIT of 138.9 mllion and the non-protected,
non-property related EDIT of 29.9 mllion wll also be
used to accel erate depreciation of the Dave Johnston
pl ant.

The stipulation also states that the protected
property related EDIT will be normalized using the
average rate assunption nethod referred to by the
acronym ARAM capital A, capital R capital A capital

M as required by the Internal Revenue code.
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The Utah all ocation of the actual annual

anortization of protected property related EDI T under
ARAM grossed up for taxes, will be placed into a
regulatory liability account. Rate naking treatnent for
t he bal ance of the ARAMrelated regulatory liability
account will be determ ned in the conpany's next genera
rate case.

In addition to treatnment of the tax reform
benefits previously noted, Section E of the stipulation
requests the comm ssion to approve the use of the
regulatory liability established by STEP to depreciate
or buy down Uah's share of the remaining net book
bal ance of the thermal plant units identified in table A
found in paragraph 42.

Table C in paragraph 44 of the stipulation
depi cts the projected balance of the STEP depreciation
fund from 2020 through 2026. The bal ance in the STEP
depreciation fund as of Decenber 31st, 2020, will be --
which will be the last day prior to the proposed
effective date of the recently filed depreciation study,
will be used to buy down the total Utah allocated
bal ance of the qualifying thermal plant units in the
order listed in table A

The increnmental amounts in the STEP

depreciation fund that are collected from custoners
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after Decenber 31st, 2020, will continue to be used to

of fset the projected depreciation expense of the
qualifying thermal plant units until the results of the
next depreciation study are incorporated into rates.

Thi s agreenent on the use of the STEP
depreci ati on fund does not predeterm ne the prudency or
recoverability of the capital additions thensel ves,
which the parties have retained the right to review and
challenge. 1t does not determ ne the comm ssion -- the
decomm ssi oni ng costs, which will be addressed in the
depreci ati on docket.

Finally, in recognition that the buy-down of
pl ant bal ances associated with the tax reform benefits
and the use of the STEP depreciation fund wll inpact
the cal culation of depreciation rates in the
depreci ati on docket, the conpany agrees to make a filing
in the depreciation docket wwthin 30 days to reflect the
provisions in the stipulation.

Q Thank you, Ms. Kobliha. So you have been
testifying about STEP. You're generally famliar with
that STEP statute, specifically Section 54-7-12.8; is
that correct?

A Yes, | am

Q So i n your opinion, recognizing that you are

not a | awyer, does the stipulation conply with Section

Litigation Services | 800-330-1112
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1 54-7-12.85 B Romanette 1 and 54-17 -- excuse ne, rage 20
2 54-7-12. 85 B Romanette 2?

3 A In nmy lay person's opinion, yes. | believe

4 that it does. The STEP statute says that the conmm ssion
5 can authorize Rocky Mountain to use the STEP funds to

6 depreciate a thermal generation plant for which the

7 conmm ssion determnes depreciation is in the public

8 interest for conpliance with an environnent regul ation

9 or another purpose.

10 The conpany's reasons for depreciating the

11 qualifying thermal plants are explained in M. Chad

12 Teply's direct testinony that we filed in the

13 depreciation docket, but I'Il give just a few high-Ievel
14  views of those units, which are listed in the table in
15 the stipulation.

16 So the conpany is proposing to shorten the

17 l[ife of our Cholla Unit 4, which aligns with the

18 approved regional haze conpliance obligations in

19 Arizona. Unit -- for JimBridger Units 1 and 2 we're

20 actually aligning the shortened |life with our integrated
21 resource plan portfolio, which actually reflects an

22 alternative analysis for conpliance with regi onal haze.
23 Rat her than actually having to put sone

24  significant spend on those units for em ssions control
25 equipnment in 21 and 22, we're |ooking for an
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alternative. The control equipnment is required under

the Wom ng regional haze inplenmentation plan that's
been approved by the EPA

W have a shortened life for Craig Unit 1, and
that was also to align with a regional haze conpliance
obligation. On a Craig Unit 2, when considering the
timng of when Unit 1 is going to go out, we are | ooking
at in a least cost, least risk position for Craig Unit
2. So there's likely going to be an econom c aspect of
that as well.

That -- we haven't officially approved
accelerating Craig Unit 2, but we believe that is likely
going to be the case. W're a mnority party, so
there's many owners that are involved in that decision.

For Col strip Units 3 and 4, Units 1 and 2 are
actually going to close in 2020. W don't own any
interest in Unit 1 and 2. But sane concept of | ooking
at how those other units are going to continue to run
after Units 1 and 2 are closed. Again, there m ght be
sonme econom ¢ aspects of what we need to invest to keep
t hose two units running.

That's al so not been formally approved by any,
any state. But both Avista and Puget have reached
agreenents with their regulators to establish the

shortened life that we have in the depreciation study,
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1 which is a 2027 tine period.

2 So as | expl ai ned above, neither the conpany

3 nor the parties to the stipulation, we didn't consider

4 the existence of the STEP funds in our decisions to buy
5 down the balance for the qualifying plants. The reasons
6 for entering into the stipulation to buy down the

7 balance of these qualifying plants we believe conplies

8 wth the Ianguage in the STEP | egislation.

9 Q Thank you very much. Wy do you believe the
10 terns of the stipulation and everything that you have

11 just discussed represent a resolution of this proceeding
12 that's in the public interest?

13 A The terns of this agreenent strike a bal ance
14  between providing custoners an i mediate rate reduction
15 while preserving sone of the benefits to alleviate that
16 known future rate pressure, which we believe pronotes

17 rate stability. The stipulation before you represents a
18 good faith conprom se of the parties, and | believe wll
19 result in rates that are just and reasonabl e and of
20 course in the public interest. So | recommend that the
21 conmm ssion approve the stipulation as filed. Thank you.
22 Q Thank you, Ms. Kobli ha.
23 M5. HOGLE: Ms. Kobliha is available for
24  questions.
25 HEARI NG OFFI CER REI F:  Thank you, M. Kobli ha.

Litigation Services | 800-330-1112

www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG DOCKET NO. 17-035-69 - 10/30/2018

Page 19

1 Any questions for Ms. Kobliha?

2 M5. SCHM D: Nothing fromthe division.

3 MR MOORE: No questions fromthe office.

4 MR. DODGE: No questions.

5 M5. BALDW N No questi ons.

6 HEARI NG OFFI CER REIF: Ms. Kobliha, just one

7 followup question to make sure that we have the precise
8 | anguage on the record. Under 54-7-1, in order to

9 approve the settlenent, the stipulation nust be just and
10 reasonable in result. |In paragraph 3 of the stipulation
11 the parties state such, and | wanted to ask you today

12 whether it is your testinony that the stipulation is

13 just and reasonable in result.

14 THE W TNESS: Yes.

15 HEARI NG OFFI CER REI F:  Thank you very nuch for
16 that clarification. | have no further questions.

17 M5. HOGLE: Thank you.

18 HEARI NG OFFI CER REI F: Ckay. The divi sion.

19 M5. SCHM D. Thank you. The division would
20 like to call M. Lane Mechamas its witness. Could he
21 pl ease be sworn.
22 HEARI NG CFFI CER REIF: M. Mecham good
23  norning.
24 THE W TNESS:. Good nor ni ng.
25 HEARI NG OFFI CER REIF: Do you swear to tell
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the truth?

THE WTNESS: | do.
HEARI NG OFFI CER REI F:  Thank you
LANE MECHAM
was called as a witness, and having been first duly
sworn to tell the truth, testified as foll ows:
DI RECT EXAM NATI ON
BY M5. SCHM D

Q M. Mecham did you participate in this docket
on behal f of the division?

A Yes.

Q Did you prepare and cause to be filed your
predirect testinony in both redacted and confidenti al
formand al so your rebuttal testinony?

A Yes.

Q | notice that the nane on, I'll call it the
cover sheet of that testinony, says WIlliamL. Mecham
Are you the sane?

A | amthe sane.

Q Do you have any changes or corrections to your
prefiled testinony?

A No.

Q "1l note that the prefiled testinony has been
admtted by the comm ssion earlier today. Do you have a

sunmary to provide today, M. Mechanf?
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1 A | do. rage <
2 Q Pl ease proceed.

3 A I n August the division filed direct testinony
4 in this docket that argued for an increase in the anmount
5 credited to custoners' bills using Schedule 197. This

6 was based on the fact that EDI T bal ances were tax

7 expenses paid by rate payers in previous periods which

8 wll not be realized by the conpany as a result of tax

9 reformand should be passed back to rate payers quickly.
10 It was also driven by the estimated reduction
11 i n ongoi ng taxes, which were greater than 61 mllion

12 currently being passed through Schedule 197. On

13  Septenmber 11th, 2018, the conmpany filed an application
14 requesting to increase its depreciation rates effective
15 January 1st, 2021. The ampunt requested by the conpany
16 is an annual increase of 128 mllion.

17 The division reviewed the depreciation

18 application made by the conpany and began settlenent --
19 excuse nme, settlenent discussions in this tax reform

20 docket in October. Those settlenent negotiations

21 resulted in the settlenent stipulation filed with the

22  conmm ssion on Cctober 24th.

23 The settlenent stipulation was designed to use
24 the benefits created by tax reformto offset the inpacts
25 that are expected to result fromthe depreciation
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docket .

The di vi sion supports the settlenent for
several reasons. First, depreciation rates are being
accel erated on plans that have or wll have
di sproportionately benefitted ol der generations of
custoners. This is approximately the sanme group of
custoners that also paid tax expenses that created the
EDI T bal ances being used to offset the accel erated
depreciation of these plants.

This matching of costs and benefits is a
| ong-standing principle of utility regulation, and the
division finds it to be a conpelling reason to support
the settlement stipulation.

Second, the conpany's concern that its credit
rating mght be inpacted is mtigated through this
settlement. The division noted inits previous filings
that it would be inappropriate to base decisions on
securing any specific level of credit rating and is
satisfied that this settlenent hel ps secure the credit
rati ng of the conpany while not using it as the basis
for the ultimte disposition of the tax benefits.

Lastly, the division is satisfied that the
result of this settlenent agreenent will create nore
stability in rates by offsetting future rate increases.

The divi sion advocated a position early in this docket

Litigation Services | 800-330-1112
www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG DOCKET NO. 17-035-69 - 10/30/2018

© o0 ~N o o b~ w N

N N NN NN R R R R R R R R R R
o A W N P O © 00 N OO0 0o b~ wWw N +—» O

_ . Page 23
t hat woul d have begun refunding tax benefits on January

1st, 2019. This was driven by a concern that those who
paid in to create those bal ances shoul d see nobst of the
benefits.

As noted earlier, the division finds that
of fsetting accel erated depreciation reasonably matches
t hose costs and benefits and al so hel ps achieve rate
stability. For these reasons, the division supports the
settlement stipulation as being just, reasonable and in
the public interest and reconmends that -- excuse ne,
and recommends that the conm ssion approve it as filed.
Thank you.

Q And just to follow up on a question from our
hearing officer earlier, would you confirmthat it is
the division's position that the settlenent proposal is
just and reasonable in result?

A Yes.

Q Thank you very nuch

MS. SCHMD:. M. Mechamis now avail able for
guesti ons.

HEARI NG OFFI CER REI F:  Thank you, Ms. Schm d
Any questions?

MR MOORE: No questions fromthe office.

HEARI NG OFFI CER REIF: M. Hogl e?

MS. HOGLE: No questi ons.
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1 MR. DODGE: No questions. rage <4

2 MS. BALDW N No questi ons.

3 HEARI NG OFFI CER REI F:  Thank you. Thank you

4 for your testinmony, M. Mecham

5 THE W TNESS: Thank you.

6 HEARI NG OFFI CER REI F:  And thank you for the

7 followup, Ms. Schmd. M. More fromthe office.

8 MR MOORE: The office calls Mchele Beck to

9 the stand and asks that she be sworn.

10 HEARI NG OFFI CER REI F:  Good norni ng, M. Beck.

11 THE W TNESS:. Good nor ni ng.

12 HEARI NG OFFI CER REIF: Do you swear to tell

13 the truth?

14 THE WTNESS: Yes, | do.

15 HEARI NG OFFI CER REI F:  Thank you.

16 M CHELE BECK,

17 was called as a wtness, and having been first duly

18 sworn to tell the truth, testified as foll ows:

19 DI RECT EXAM NATI ON

20 BY MR MOORE:

21 Q Ms. Beck, please state your full nanme and

22  occupation for the record.

23 A My nane is Mchele Beck, and | amthe director

24  of the Ofice of Consunmer Services.

25 Q In your capacity as director of the Ofice of
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Consuner Services, have you reviewed the filings in this

docket, including the stipulation which is the substance
of this hearing, and did you participate in the
negotiations leading to the stipulation?

A Yes, | have.

Q In your opinion is the stipulation, taken as a
whol e, just and reasonable in result and in the public
interest?

A Yes, it is.

Q Do you have any conments you would like to
make concerning the stipulation?

A Yes, just briefly. 1'd like to agree with the
previous testifiers today and say that, that the office
finds that the balance of the use of the funds is
reasonable with a | arge amount being returned right away
to custonmers, and then a portion being used to buy down
depreci ati on and another portion being deferred for use
to be determined in the next rate case. So we find that
to be a reasonabl e bal ance.

And further, the office specifically endorses
t he provisions regarding the STEP | egislation here, so
further buying down the depreciation or the book val ue.
And we think that it is specifically in the interest of
custoners and in the general public interest to have

t hose provisions specified and approved at this time in
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1 this docket. And that's all | have to say. rage o
2 MR MOORE: Director Beck is available for

3 questioning.

4 HEARI NG OFFI CER REI F:  Thank you. Any

5 questions fromthe conpany?

6 M5. HOGLE: No questi ons.

7 HEARI NG OFFI CER REIF:  Divi sion?

8 M5. SCHM D. No questions.

9 MR DODGE: No questions.

10 M5. BALDW N No questi ons.

11 HEARI NG OFFI CER REI F: Okay. Thank you,

12 M. Beck for your testinony, and thank you for directly
13 addressing the settlenment stipulation statute.

14 M. Dodge, you have indicated that M. Hggins is in the
15 roomand available to testify.

16 MR. DODGE:  Yes.

17 HEARI NG OFFI CER REIF: Do you intend to cal
18 hi nf?

19 MR DODGE: If your Honor would like his
20 testinony, we were prepared to call him But we don't
21 feel the need to.
22 HEARI NG OFFI CER REIF: There is only one
23 question that | wish to clarify, but there may be
24 others, solet's --
25 MR DODGE: Let's call himthen.
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HEARI NG CFFI CER REI F: (Ckay. M. Higgins,

good norning. Thank you for being here.

THE W TNESS: Good nor ni ng.

HEARI NG OFFI CER REIF: Do you swear to tel
the truth, sir?

THE WTNESS: | do.

KEVIN H G3 NS,
was called as a witness, and having been first duly
sworn to tell the truth, testified as follows:

HEARI NG OFFI CER REIF: Okay. And before |
proceed with ny question, |let ne ask the other parties
if they have any questions. Are there any questions
fromthe conpany? Division? Ofice?

M5. BALDWN. No questi ons.

HEARI NG OFFI CER REI F: (Okay. Thank you.

EXAM NATI ON
BY HEARI NG OFFI CER REIl F:
Q M. Higgins, | just had one question from you
and that is to confirmthat, as stated in paragraph 3,
the parties represent the stipulation is just and
reasonable in result. |Is that your testinony this
nor ni ng?
THE WTNESS: Yes, it is.
HEARI NG OFFI CER REI F: (Okay. Thank you, sir.

| have no further questions. Thank you for being here.
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THE W TNESS: Thank you

HEARI NG OFFI CER REIF:  You may be excused if
you wish. M. Baldwin, is it -- just to circle back on
what you said earlier, do you not intend to call anyone
this norning?

MS. BALDWN:. That's correct.

HEARI NG OFFI CER REIF: Ckay. And M. Dodge,
you have indicated that you do not intend to call anyone
on behal f of U S. Magnesium Nucor Steel, that you do
not oppose the stipul ation.

MR DODGE: One clarification. Nucor Steel, |
don't believe they are represented here, but they did
sign the stipulation and support it. U S. Magnesium
intervened in this case early on to address a specific
issue relative to special contracts. Once that issue
was resolved, it ceased active participation, was not
involved in the settlenment discussions.

And so it did not sign the stipulation, but
again, it authorized nme to represent that it does not
oppose approval of the stipul ation.

HEARI NG OFFI CER REI F: kay. Thank you for
that clarification

MR DODGE: Sure.

HEARI NG OFFI CER REIF: |s there anything

further that needs to cone before the conm ssion today?
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Al right. Very good. W will take the

matter under consideration and issue an order in a
timely fashion. Thank you for com ng today and for your
t esti nony.

M5. SCHM D:. Thank you

M5. HOGLE: Thank you.

(The hearing concluded at 9:29 a.m)
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CERTI FI CATE

STATE OF UTAH )
COUNTY OF SALT LAKE )

TH S IS TO CERTIFY that the foregoi ng proceedi ngs
were taken before nme, Teri Hansen Cronenwett, Certified
Real ti me Reporter, Registered Merit Reporter and Notary
Public in and for the State of Ut ah.

That the proceedings were reported by ne in
Stenotype, and thereafter transcribed by conputer under
my supervision, and that a full, true, and correct
transcription is set forth in the foregoi ng pages,
nunbered 4 through 29 inclusive.

| further certify that I amnot of kin or otherw se
associated with any of the parties to said cause of
action, and that | amnot interested in the event
t her eof .

W TNESS MY HAND and official seal at Salt Lake
City, UWah, this 8th day of August, 2018.

4
Teri Hansen Cronenwett, CRR, RMR
Li cense No. 91-109812-7801

My conm ssi on expires:
January 19, 2019
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 1   October 30, 2018                             9:00 a.m.

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

 3             HEARING OFFICER REIF:  We're on the record.

 4   Good morning, everyone.  I am Melanie Reif.  I am the

 5   presiding officer for this hearing in Docket 17-035-69.

 6   This docket is entitled Investigation of Revenue

 7   Requirement Impacts of the New Federal Tax Legislation

 8   Titled an Act to Provide For Reconciliation Pursuant to

 9   Titles II and V of the Concurrent Resolution of the

10   Budget for Fiscal Year 2018.

11             This morning we are hearing the settlement

12   stipulation that has been filed in this matter, and that

13   is the purpose of this hearing.  So we'll start by

14   taking appearances starting with the company, please.

15             MS. HOGLE:  Good morning.  Yvonne Hogle on

16   behalf of Rocky Mountain Power, and with me at counsel

17   table is Nikki Kobliha, who will be supporting the

18   stipulation.

19             HEARING OFFICER REIF:  Thank you.  Good

20   morning to both of you, and for the division.

21             MS. SCHMID:  Patricia E. Schmid with the Utah

22   Attorney General's office on behalf of the division.

23   The division's witness today is Lane Mecham, and he will

24   be providing testimony in support of the stipulation.

25             HEARING OFFICER REIF:  Thank you.  Good
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 1   morning.  Mr. Moore.

 2             MR. MOORE:  Robert Moore of the AG's office

 3   representing the Office of Consumer Services.  Excuse

 4   me.  With me at counsel table is Michele Beck, director

 5   of the Office of Consumer Services.  In addition, I

 6   believe Donna Ramas, an accounting consultant for the

 7   offices, is on the phone.  She will not be testifying

 8   but is available to speak if any technical accounting

 9   issues arise.

10             HEARING OFFICER REIF:  Thank you.  Ms. Ramas,

11   do we have you on the line?

12             MS. RAMAS:  Yes, I am here.

13             HEARING OFFICER REIF:  Okay.  Great.  Thank

14   you for joining us this morning, and good morning to

15   everyone on behalf of the division, or excuse me, the

16   office.  And then we'll go next to Mr. Dodge with UAE.

17             MR. DODGE:  Thank you.  Gary Dodge on behalf

18   of UAE.  UAE's witness in this docket is Kevin Higgins,

19   who is in the commission hearing room, available for

20   questions.  But otherwise we don't intend to call him.

21             I should also indicate that I made an

22   appearance in this docket for U.S. Magnesium.  It did

23   not sign the stipulation, but I am authorized to

24   represent that it does not oppose the settlement.

25             HEARING OFFICER REIF:  Thank you, Mr. Dodge.

0006

 1             MR. DODGE:  Thank you.

 2             HEARING OFFICER REIF:  Mr. Dodge, you do not

 3   have a microphone or it's not on.

 4             MR. DODGE:  It says it's on, but it doesn't

 5   sound like it's coming through, does it?

 6             HEARING OFFICER REIF:  It does not.

 7             MR. DODGE:  The green light is on, but it

 8   doesn't appear to be working.

 9             HEARING OFFICER REIF:  Okay.

10             MR. DODGE:  So I'll speak up.

11             HEARING OFFICER REIF:  Okay.  I can hear you

12   fine.  I'm just concerned that maybe the court reporter

13   might have difficulty hearing.

14             MR. DODGE:  Right.

15             HEARING OFFICER REIF:  Okay.  Very good.  And

16   Ms. Baldwin, good morning.

17             MS. BALDWIN:  Vicki Baldwin on behalf of the

18   Utah Industrial Energy Consumers, for the UIEC, and we

19   do not have a witness present today, but we are

20   appearing to show support for the stipulation.

21             HEARING OFFICER REIF:  Okay.

22             THE REPORTER:  Hers isn't working either.

23             MS. BINTZ:  Try it again.

24             MS. BALDWIN:  Mine doesn't work either.

25             MS. BINTZ:  Try it one more time.  It may have
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 1   been muted.

 2             MS. BALDWIN:  Yeah.

 3             HEARING OFFICER REIF:  Okay.  Great.  Okay.

 4   All right.  So Mr. Dodge, let's try yours as well.

 5             MR. DODGE:  All right.  Sounds like it works

 6   now.

 7             HEARING OFFICER REIF:  Good, okay.  So back to

 8   your statement about U.S. Magnesium, just so I can check

 9   this off of -- off of my list.

10             MR. DODGE:  Yes, your Honor.

11             HEARING OFFICER REIF:  With respect to the

12   support that you are giving to the stipulation, we

13   realize that you don't have a witness that you are

14   calling to give support.  But would you stipulate that

15   the stipulation is just and reasonable in result?

16             MR. DODGE:  On behalf of UAE we have

17   stipulated that, and we do have a witness here who could

18   testify to that.

19             HEARING OFFICER REIF:  Okay.

20             MR. DODGE:  On behalf of U.S. Mag, the only

21   thing I have been authorized to represent is that it

22   does not oppose the stipulation.

23             HEARING OFFICER REIF:  Okay.  Okay.  And

24   Ms. Baldwin, would you kindly clarify how -- is it your

25   intent to support the stipulation in a similar manner?
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 1   Or is it your intent to stipulate that the stipulation

 2   is just and reasonable in result?

 3             MS. BALDWIN:  The UIEC stipulate -- is a

 4   party, a signing party to the stipulation and supports

 5   the stipulation.

 6             HEARING OFFICER REIF:  Okay.  All right.

 7   Thank you.  All right.  We'll go back to the company.

 8             MS. HOGLE:  Is it okay if we take care of some

 9   preliminary matters before we go on the record?

10             HEARING OFFICER REIF:  We are on the record.

11   But if you need to go off the record, we can.

12             MS. HOGLE:  Well, I have a couple of things.

13   One, we also have Ryan Fuller on the phone.

14             HEARING OFFICER REIF:  Okay.

15             MS. HOGLE:  And I'd like to make sure that he

16   is on.

17             HEARING OFFICER REIF:  Okay.  Mr. Fuller, are

18   you on the line with us?

19             MS. HOGLE:  Okay.  I stand corrected.  Maybe

20   he is just listening on line.

21             HEARING OFFICER REIF:  I am only aware of one

22   person on the line.  Would you like him to have an

23   opportunity to call in?

24             MS. HOGLE:  No.  I was going to say that in

25   the room today, in addition to Ms. Kobliha, we have
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 1   Joelle Steward, Steve McDougal and Jana Saba, and I

 2   thought that Ryan Fuller was on the phone so apologies.

 3   So that's one thing.

 4             Another thing is, assigning parties who are

 5   present in the room today have given me the authority to

 6   indicate to you that we stipulate for all of the

 7   testimony and filings from all parties that were made

 8   starting on June 15th, 2018, including exhibits, to be

 9   entered into the record.

10             HEARING OFFICER REIF:  And is there any

11   objection?  Okay.  Very good.  They are accepted.

12             MS. HOGLE:  Thank you.

13             HEARING OFFICER REIF:  Thank you.

14             MS. HOGLE:  And I think that is all I have.

15   So if you want, I can call our first -- our witness.

16             HEARING OFFICER REIF:  Yes, please.  Go ahead.

17             MS. HOGLE:  Okay.  I call Ms. Nikki Kobliha.

18             HEARING OFFICER REIF:  Nikki Kobliha, would

19   you like to give your testimony where you are seated

20   this morning?

21             THE WITNESS:  Yeah.  If that works for you, it

22   works for me.

23             HEARING OFFICER REIF:  Sure.  And let me swear

24   you in.  Do you swear to tell the truth?

25             THE WITNESS:  Yes, I do.
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 1             HEARING OFFICER REIF:  Thank you.  You may

 2   proceed.

 3             MS. HOGLE:  Thank you.

 4                        NIKKI KOBLIHA,

 5   was called as a witness, and having been first duly

 6   sworn to tell the truth, testified as follows:

 7                      DIRECT EXAMINATION

 8   BY MS. HOGLE:

 9        Q.   Good morning, Ms. Kobliha.  Can you please

10   state your name and position with Rocky Mountain Power

11   for the record?

12        A.   Sure.  My name is Nikki Kobliha, N-I-K-K-I

13   K-O-B-L-I-H-A.  I am employed by PacifiCorp as vice

14   president, chief financial officer and treasurer.  My

15   business address 825 Northeast Multnomah, Suite 1900,

16   Portland, Oregon.

17        Q.   And as you know, the commission accepted your

18   testimony into the record earlier today, and you don't

19   have any changes to that testimony?

20        A.   No changes.

21        Q.   So if I were to ask you the questions therein

22   again today, your answers would be the same?

23        A.   Yes, they would.

24        Q.   And what is the purpose of your testimony this

25   morning?
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 1        A.   I present the stipulation that was filed

 2   between the company on -- by the company on October

 3   24th, 2018.  The stipulation was entered into by six

 4   signing parties, including Rocky Mountain, the Division

 5   of Public Utilities, the Office of Consumer Services,

 6   Utah Association of Energy Users, Utah Industrial Energy

 7   Consumers and Nucor Steel.

 8             I also reiterate Rocky Mountain Power's

 9   support of the stipulation and the company's belief that

10   the stipulation is in the public interest.

11        Q.   Can you please proceed with the key terms of

12   the stipulation?

13        A.   Yes, I can.  But actually before I do that, I

14   and the company want to thank all the parties for all

15   their hard work in achieving the stipulation.  The

16   conversations involved more than just taxes.  So I

17   appreciate that additional discussion and very happy we

18   got to this place with the stipulation.

19             The terms of the stipulation resolve all of

20   the issues in this proceeding.  Also some of the

21   provisions relate to the company's recently filed

22   depreciation study docket in Docket No. 18-035-36, as

23   well as Utah Code Section 54-7-12.8 from the Sustainable

24   Transportation and Energy Plan Act referred to by the

25   acronym STEP, capital S, capital T, capital E, capital
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 1   P.

 2             First the stipulation reiterates that Utah

 3   customers will receive all benefits of the Tax Reform

 4   Act and that the terms of the stipulation will remain in

 5   effect until the company's next general rate case, when

 6   the benefits will be incorporated into base rates.

 7             As detailed in paragraph 36 of the

 8   stipulation, parties agree that the amount of those

 9   benefits include a 65.9 million per year reduction in

10   current income taxes, a reduction in accumulated

11   deferred income taxes more commonly referred to as

12   excess deferred income taxes, or by the acronym EDIT,

13   capital E, capital D, capital I, capital T, which is

14   composed of the following amounts, all of which have

15   been grossed up for taxes and represent Utah allocated

16   amounts.

17             Non-protected property-related items

18   calculated to be a total of 138.9 million,

19   non-protected, non-property-related items, calculated to

20   be a total of 29.9 million, protected property-related

21   items, estimated to be a total of 816.8 million.

22             Parties agree that of the 65.9 million

23   reduction related to current taxes, an annual rate

24   reduction of 61 million will continue to be passed back

25   to customers through Schedule 197.  Schedule 197 rate is
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 1   -- sorry.  The current Schedule 197 rate is refunding

 2   the 61 million dollars over may through December of

 3   2018, or eight months, which is the 4.7 percent average

 4   rate decrease.  As of January 1st, 2019, the company

 5   will begin to pass back the 61 million over 12 months,

 6   meaning the rate decrease will change to 3.1 percent.

 7             The difference between the 65.9 million and

 8   the 61 million is 4.9 million, which the parties agree

 9   will be deferred into a regulatory liability account

10   annually until the company's next general rate case.  At

11   the end of each year in 2018, 2019, and 2020 the company

12   will apply the balance towards accelerating the

13   depreciation of the Dave Johnston thermal generation

14   plant, which will reduce Utah's share of the net book

15   balance.

16             The grossed up, non-protected property-related

17   EDIT of 138.9 million and the non-protected,

18   non-property related EDIT of 29.9 million will also be

19   used to accelerate depreciation of the Dave Johnston

20   plant.

21             The stipulation also states that the protected

22   property related EDIT will be normalized using the

23   average rate assumption method referred to by the

24   acronym ARAM, capital A, capital R, capital A, capital

25   M, as required by the Internal Revenue code.
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 1             The Utah allocation of the actual annual

 2   amortization of protected property related EDIT under

 3   ARAM, grossed up for taxes, will be placed into a

 4   regulatory liability account.  Rate making treatment for

 5   the balance of the ARAM-related regulatory liability

 6   account will be determined in the company's next general

 7   rate case.

 8             In addition to treatment of the tax reform

 9   benefits previously noted, Section E of the stipulation

10   requests the commission to approve the use of the

11   regulatory liability established by STEP to depreciate

12   or buy down Utah's share of the remaining net book

13   balance of the thermal plant units identified in table A

14   found in paragraph 42.

15             Table C in paragraph 44 of the stipulation

16   depicts the projected balance of the STEP depreciation

17   fund from 2020 through 2026.  The balance in the STEP

18   depreciation fund as of December 31st, 2020, will be --

19   which will be the last day prior to the proposed

20   effective date of the recently filed depreciation study,

21   will be used to buy down the total Utah allocated

22   balance of the qualifying thermal plant units in the

23   order listed in table A.

24             The incremental amounts in the STEP

25   depreciation fund that are collected from customers
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 1   after December 31st, 2020, will continue to be used to

 2   offset the projected depreciation expense of the

 3   qualifying thermal plant units until the results of the

 4   next depreciation study are incorporated into rates.

 5             This agreement on the use of the STEP

 6   depreciation fund does not predetermine the prudency or

 7   recoverability of the capital additions themselves,

 8   which the parties have retained the right to review and

 9   challenge.  It does not determine the commission -- the

10   decommissioning costs, which will be addressed in the

11   depreciation docket.

12             Finally, in recognition that the buy-down of

13   plant balances associated with the tax reform benefits

14   and the use of the STEP depreciation fund will impact

15   the calculation of depreciation rates in the

16   depreciation docket, the company agrees to make a filing

17   in the depreciation docket within 30 days to reflect the

18   provisions in the stipulation.

19        Q.   Thank you, Ms. Kobliha.  So you have been

20   testifying about STEP.  You're generally familiar with

21   that STEP statute, specifically Section 54-7-12.8; is

22   that correct?

23        A.   Yes, I am.

24        Q.   So in your opinion, recognizing that you are

25   not a lawyer, does the stipulation comply with Section
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 1   54-7-12.85 B Romanette 1 and 54-17 -- excuse me,

 2   54-7-12.85 B Romanette 2?

 3        A.   In my lay person's opinion, yes.  I believe

 4   that it does.  The STEP statute says that the commission

 5   can authorize Rocky Mountain to use the STEP funds to

 6   depreciate a thermal generation plant for which the

 7   commission determines depreciation is in the public

 8   interest for compliance with an environment regulation

 9   or another purpose.

10             The company's reasons for depreciating the

11   qualifying thermal plants are explained in Mr. Chad

12   Teply's direct testimony that we filed in the

13   depreciation docket, but I'll give just a few high-level

14   views of those units, which are listed in the table in

15   the stipulation.

16             So the company is proposing to shorten the

17   life of our Cholla Unit 4, which aligns with the

18   approved regional haze compliance obligations in

19   Arizona.  Unit -- for Jim Bridger Units 1 and 2 we're

20   actually aligning the shortened life with our integrated

21   resource plan portfolio, which actually reflects an

22   alternative analysis for compliance with regional haze.

23             Rather than actually having to put some

24   significant spend on those units for emissions control

25   equipment in 21 and 22, we're looking for an
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 1   alternative.  The control equipment is required under

 2   the Wyoming regional haze implementation plan that's

 3   been approved by the EPA.

 4             We have a shortened life for Craig Unit 1, and

 5   that was also to align with a regional haze compliance

 6   obligation.  On a Craig Unit 2, when considering the

 7   timing of when Unit 1 is going to go out, we are looking

 8   at in a least cost, least risk position for Craig Unit

 9   2.  So there's likely going to be an economic aspect of

10   that as well.

11             That -- we haven't officially approved

12   accelerating Craig Unit 2, but we believe that is likely

13   going to be the case.  We're a minority party, so

14   there's many owners that are involved in that decision.

15             For Colstrip Units 3 and 4, Units 1 and 2 are

16   actually going to close in 2020.  We don't own any

17   interest in Unit 1 and 2.  But same concept of looking

18   at how those other units are going to continue to run

19   after Units 1 and 2 are closed.  Again, there might be

20   some economic aspects of what we need to invest to keep

21   those two units running.

22             That's also not been formally approved by any,

23   any state.  But both Avista and Puget have reached

24   agreements with their regulators to establish the

25   shortened life that we have in the depreciation study,
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 1   which is a 2027 time period.

 2             So as I explained above, neither the company

 3   nor the parties to the stipulation, we didn't consider

 4   the existence of the STEP funds in our decisions to buy

 5   down the balance for the qualifying plants.  The reasons

 6   for entering into the stipulation to buy down the

 7   balance of these qualifying plants we believe complies

 8   with the language in the STEP legislation.

 9        Q.   Thank you very much.  Why do you believe the

10   terms of the stipulation and everything that you have

11   just discussed represent a resolution of this proceeding

12   that's in the public interest?

13        A.   The terms of this agreement strike a balance

14   between providing customers an immediate rate reduction

15   while preserving some of the benefits to alleviate that

16   known future rate pressure, which we believe promotes

17   rate stability.  The stipulation before you represents a

18   good faith compromise of the parties, and I believe will

19   result in rates that are just and reasonable and of

20   course in the public interest.  So I recommend that the

21   commission approve the stipulation as filed.  Thank you.

22        Q.   Thank you, Ms. Kobliha.

23             MS. HOGLE:  Ms. Kobliha is available for

24   questions.

25             HEARING OFFICER REIF:  Thank you, Ms. Kobliha.
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 1   Any questions for Ms. Kobliha?

 2             MS. SCHMID:  Nothing from the division.

 3             MR. MOORE:  No questions from the office.

 4             MR. DODGE:  No questions.

 5             MS. BALDWIN:  No questions.

 6             HEARING OFFICER REIF:  Ms. Kobliha, just one

 7   follow-up question to make sure that we have the precise

 8   language on the record.  Under 54-7-1, in order to

 9   approve the settlement, the stipulation must be just and

10   reasonable in result.  In paragraph 3 of the stipulation

11   the parties state such, and I wanted to ask you today

12   whether it is your testimony that the stipulation is

13   just and reasonable in result.

14             THE WITNESS:  Yes.

15             HEARING OFFICER REIF:  Thank you very much for

16   that clarification.  I have no further questions.

17             MS. HOGLE:  Thank you.

18             HEARING OFFICER REIF:  Okay.  The division.

19             MS. SCHMID:  Thank you.  The division would

20   like to call Mr. Lane Mecham as its witness.  Could he

21   please be sworn.

22             HEARING OFFICER REIF:  Mr. Mecham, good

23   morning.

24             THE WITNESS:  Good morning.

25             HEARING OFFICER REIF:  Do you swear to tell
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 1   the truth?

 2             THE WITNESS:  I do.

 3             HEARING OFFICER REIF:  Thank you.

 4                         LANE MECHAM,

 5   was called as a witness, and having been first duly

 6   sworn to tell the truth, testified as follows:

 7                      DIRECT EXAMINATION

 8   BY MS. SCHMID:

 9        Q.   Mr. Mecham, did you participate in this docket

10   on behalf of the division?

11        A.   Yes.

12        Q.   Did you prepare and cause to be filed your

13   predirect testimony in both redacted and confidential

14   form and also your rebuttal testimony?

15        A.   Yes.

16        Q.   I notice that the name on, I'll call it the

17   cover sheet of that testimony, says William L. Mecham.

18   Are you the same?

19        A.   I am the same.

20        Q.   Do you have any changes or corrections to your

21   prefiled testimony?

22        A.   No.

23        Q.   I'll note that the prefiled testimony has been

24   admitted by the commission earlier today.  Do you have a

25   summary to provide today, Mr. Mecham?
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 1        A.   I do.

 2        Q.   Please proceed.

 3        A.   In August the division filed direct testimony

 4   in this docket that argued for an increase in the amount

 5   credited to customers' bills using Schedule 197.  This

 6   was based on the fact that EDIT balances were tax

 7   expenses paid by rate payers in previous periods which

 8   will not be realized by the company as a result of tax

 9   reform and should be passed back to rate payers quickly.

10             It was also driven by the estimated reduction

11   in ongoing taxes, which were greater than 61 million

12   currently being passed through Schedule 197.  On

13   September 11th, 2018, the company filed an application

14   requesting to increase its depreciation rates effective

15   January 1st, 2021.  The amount requested by the company

16   is an annual increase of 128 million.

17             The division reviewed the depreciation

18   application made by the company and began settlement --

19   excuse me, settlement discussions in this tax reform

20   docket in October.  Those settlement negotiations

21   resulted in the settlement stipulation filed with the

22   commission on October 24th.

23             The settlement stipulation was designed to use

24   the benefits created by tax reform to offset the impacts

25   that are expected to result from the depreciation
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 1   docket.

 2             The division supports the settlement for

 3   several reasons.  First, depreciation rates are being

 4   accelerated on plans that have or will have

 5   disproportionately benefitted older generations of

 6   customers.  This is approximately the same group of

 7   customers that also paid tax expenses that created the

 8   EDIT balances being used to offset the accelerated

 9   depreciation of these plants.

10             This matching of costs and benefits is a

11   long-standing principle of utility regulation, and the

12   division finds it to be a compelling reason to support

13   the settlement stipulation.

14             Second, the company's concern that its credit

15   rating might be impacted is mitigated through this

16   settlement.  The division noted in its previous filings

17   that it would be inappropriate to base decisions on

18   securing any specific level of credit rating and is

19   satisfied that this settlement helps secure the credit

20   rating of the company while not using it as the basis

21   for the ultimate disposition of the tax benefits.

22             Lastly, the division is satisfied that the

23   result of this settlement agreement will create more

24   stability in rates by offsetting future rate increases.

25   The division advocated a position early in this docket
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 1   that would have begun refunding tax benefits on January

 2   1st, 2019.  This was driven by a concern that those who

 3   paid in to create those balances should see most of the

 4   benefits.

 5             As noted earlier, the division finds that

 6   offsetting accelerated depreciation reasonably matches

 7   those costs and benefits and also helps achieve rate

 8   stability.  For these reasons, the division supports the

 9   settlement stipulation as being just, reasonable and in

10   the public interest and recommends that -- excuse me,

11   and recommends that the commission approve it as filed.

12   Thank you.

13        Q.   And just to follow up on a question from our

14   hearing officer earlier, would you confirm that it is

15   the division's position that the settlement proposal is

16   just and reasonable in result?

17        A.   Yes.

18        Q.   Thank you very much.

19             MS. SCHMID:  Mr. Mecham is now available for

20   questions.

21             HEARING OFFICER REIF:  Thank you, Ms. Schmid.

22   Any questions?

23             MR. MOORE:  No questions from the office.

24             HEARING OFFICER REIF:  Ms. Hogle?

25             MS. HOGLE:  No questions.
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 1             MR. DODGE:  No questions.

 2             MS. BALDWIN:  No questions.

 3             HEARING OFFICER REIF:  Thank you.  Thank you

 4   for your testimony, Mr. Mecham.

 5             THE WITNESS:  Thank you.

 6             HEARING OFFICER REIF:  And thank you for the

 7   follow-up, Ms. Schmid.  Mr. Moore from the office.

 8             MR. MOORE:  The office calls Michele Beck to

 9   the stand and asks that she be sworn.

10             HEARING OFFICER REIF:  Good morning, Ms. Beck.

11             THE WITNESS:  Good morning.

12             HEARING OFFICER REIF:  Do you swear to tell

13   the truth?

14             THE WITNESS:  Yes, I do.

15             HEARING OFFICER REIF:  Thank you.

16                         MICHELE BECK,

17   was called as a witness, and having been first duly

18   sworn to tell the truth, testified as follows:

19                      DIRECT EXAMINATION

20   BY MR. MOORE:

21        Q.   Ms. Beck, please state your full name and

22   occupation for the record.

23        A.   My name is Michele Beck, and I am the director

24   of the Office of Consumer Services.

25        Q.   In your capacity as director of the Office of
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 1   Consumer Services, have you reviewed the filings in this

 2   docket, including the stipulation which is the substance

 3   of this hearing, and did you participate in the

 4   negotiations leading to the stipulation?

 5        A.   Yes, I have.

 6        Q.   In your opinion is the stipulation, taken as a

 7   whole, just and reasonable in result and in the public

 8   interest?

 9        A.   Yes, it is.

10        Q.   Do you have any comments you would like to

11   make concerning the stipulation?

12        A.   Yes, just briefly.  I'd like to agree with the

13   previous testifiers today and say that, that the office

14   finds that the balance of the use of the funds is

15   reasonable with a large amount being returned right away

16   to customers, and then a portion being used to buy down

17   depreciation and another portion being deferred for use

18   to be determined in the next rate case.  So we find that

19   to be a reasonable balance.

20             And further, the office specifically endorses

21   the provisions regarding the STEP legislation here, so

22   further buying down the depreciation or the book value.

23   And we think that it is specifically in the interest of

24   customers and in the general public interest to have

25   those provisions specified and approved at this time in
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 1   this docket.  And that's all I have to say.

 2             MR. MOORE:  Director Beck is available for

 3   questioning.

 4             HEARING OFFICER REIF:  Thank you.  Any

 5   questions from the company?

 6             MS. HOGLE:  No questions.

 7             HEARING OFFICER REIF:  Division?

 8             MS. SCHMID:  No questions.

 9             MR. DODGE:  No questions.

10             MS. BALDWIN:  No questions.

11             HEARING OFFICER REIF:  Okay.  Thank you,

12   Ms. Beck for your testimony, and thank you for directly

13   addressing the settlement stipulation statute.

14   Mr. Dodge, you have indicated that Mr. Higgins is in the

15   room and available to testify.

16             MR. DODGE:  Yes.

17             HEARING OFFICER REIF:  Do you intend to call

18   him?

19             MR. DODGE:  If your Honor would like his

20   testimony, we were prepared to call him.  But we don't

21   feel the need to.

22             HEARING OFFICER REIF:  There is only one

23   question that I wish to clarify, but there may be

24   others, so let's --

25             MR. DODGE:  Let's call him then.
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 1             HEARING OFFICER REIF:  Okay.  Mr. Higgins,

 2   good morning.  Thank you for being here.

 3             THE WITNESS:  Good morning.

 4             HEARING OFFICER REIF:  Do you swear to tell

 5   the truth, sir?

 6             THE WITNESS:  I do.

 7                        KEVIN HIGGINS,

 8   was called as a witness, and having been first duly

 9   sworn to tell the truth, testified as follows:

10             HEARING OFFICER REIF:  Okay.  And before I

11   proceed with my question, let me ask the other parties

12   if they have any questions.  Are there any questions

13   from the company?  Division?  Office?

14             MS. BALDWIN:  No questions.

15             HEARING OFFICER REIF:  Okay.  Thank you.

16                          EXAMINATION

17   BY HEARING OFFICER REIF:

18        Q.   Mr. Higgins, I just had one question from you,

19   and that is to confirm that, as stated in paragraph 3,

20   the parties represent the stipulation is just and

21   reasonable in result.  Is that your testimony this

22   morning?

23             THE WITNESS:  Yes, it is.

24             HEARING OFFICER REIF:  Okay.  Thank you, sir.

25   I have no further questions.  Thank you for being here.
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 1             THE WITNESS:  Thank you.

 2             HEARING OFFICER REIF:  You may be excused if

 3   you wish.  Ms. Baldwin, is it -- just to circle back on

 4   what you said earlier, do you not intend to call anyone

 5   this morning?

 6             MS. BALDWIN:  That's correct.

 7             HEARING OFFICER REIF:  Okay.  And Mr. Dodge,

 8   you have indicated that you do not intend to call anyone

 9   on behalf of U.S. Magnesium, Nucor Steel, that you do

10   not oppose the stipulation.

11             MR. DODGE:  One clarification.  Nucor Steel, I

12   don't believe they are represented here, but they did

13   sign the stipulation and support it.  U.S. Magnesium

14   intervened in this case early on to address a specific

15   issue relative to special contracts.  Once that issue

16   was resolved, it ceased active participation, was not

17   involved in the settlement discussions.

18             And so it did not sign the stipulation, but

19   again, it authorized me to represent that it does not

20   oppose approval of the stipulation.

21             HEARING OFFICER REIF:  Okay.  Thank you for

22   that clarification.

23             MR. DODGE:  Sure.

24             HEARING OFFICER REIF:  Is there anything

25   further that needs to come before the commission today?
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 1             All right.  Very good.  We will take the

 2   matter under consideration and issue an order in a

 3   timely fashion.  Thank you for coming today and for your

 4   testimony.

 5             MS. SCHMID:  Thank you.

 6             MS. HOGLE:  Thank you.

 7             (The hearing concluded at 9:29 a.m.)
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 1                     C E R T I F I C A T E

 2   STATE OF UTAH       )

 3   COUNTY OF SALT LAKE )

 4        THIS IS TO CERTIFY that the foregoing proceedings

 5   were taken before me, Teri Hansen Cronenwett, Certified

 6   Realtime Reporter, Registered Merit Reporter and Notary

 7   Public in and for the State of Utah.

 8        That the proceedings were reported by me in

 9   Stenotype, and thereafter transcribed by computer under

10   my supervision, and that a full, true, and correct

11   transcription is set forth in the foregoing pages,

12   numbered 4 through 29 inclusive.

13        I further certify that I am not of kin or otherwise

14   associated with any of the parties to said cause of

15   action, and that I am not interested in the event

16   thereof.

17        WITNESS MY HAND and official seal at Salt Lake

18   City, Utah, this 8th day of August, 2018.
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20

                         Teri Hansen Cronenwett, CRR, RMR

21                       License No. 91-109812-7801

22   My commission expires:

     January 19, 2019
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		292						LN		11		15		false		              15   their hard work in achieving the stipulation.  The				false

		293						LN		11		16		false		              16   conversations involved more than just taxes.  So I				false

		294						LN		11		17		false		              17   appreciate that additional discussion and very happy we				false

		295						LN		11		18		false		              18   got to this place with the stipulation.				false

		296						LN		11		19		false		              19             The terms of the stipulation resolve all of				false

		297						LN		11		20		false		              20   the issues in this proceeding.  Also some of the				false

		298						LN		11		21		false		              21   provisions relate to the company's recently filed				false

		299						LN		11		22		false		              22   depreciation study docket in Docket No. 18-035-36, as				false

		300						LN		11		23		false		              23   well as Utah Code Section 54-7-12.8 from the Sustainable				false

		301						LN		11		24		false		              24   Transportation and Energy Plan Act referred to by the				false

		302						LN		11		25		false		              25   acronym STEP, capital S, capital T, capital E, capital				false

		303						PG		12		0		false		page 12				false

		304						LN		12		1		false		               1   P.				false

		305						LN		12		2		false		               2             First the stipulation reiterates that Utah				false

		306						LN		12		3		false		               3   customers will receive all benefits of the Tax Reform				false

		307						LN		12		4		false		               4   Act and that the terms of the stipulation will remain in				false

		308						LN		12		5		false		               5   effect until the company's next general rate case, when				false

		309						LN		12		6		false		               6   the benefits will be incorporated into base rates.				false

		310						LN		12		7		false		               7             As detailed in paragraph 36 of the				false

		311						LN		12		8		false		               8   stipulation, parties agree that the amount of those				false

		312						LN		12		9		false		               9   benefits include a 65.9 million per year reduction in				false

		313						LN		12		10		false		              10   current income taxes, a reduction in accumulated				false

		314						LN		12		11		false		              11   deferred income taxes more commonly referred to as				false

		315						LN		12		12		false		              12   excess deferred income taxes, or by the acronym EDIT,				false

		316						LN		12		13		false		              13   capital E, capital D, capital I, capital T, which is				false

		317						LN		12		14		false		              14   composed of the following amounts, all of which have				false

		318						LN		12		15		false		              15   been grossed up for taxes and represent Utah allocated				false

		319						LN		12		16		false		              16   amounts.				false

		320						LN		12		17		false		              17             Non-protected property-related items				false

		321						LN		12		18		false		              18   calculated to be a total of 138.9 million,				false

		322						LN		12		19		false		              19   non-protected, non-property-related items, calculated to				false

		323						LN		12		20		false		              20   be a total of 29.9 million, protected property-related				false

		324						LN		12		21		false		              21   items, estimated to be a total of 816.8 million.				false

		325						LN		12		22		false		              22             Parties agree that of the 65.9 million				false

		326						LN		12		23		false		              23   reduction related to current taxes, an annual rate				false

		327						LN		12		24		false		              24   reduction of 61 million will continue to be passed back				false

		328						LN		12		25		false		              25   to customers through Schedule 197.  Schedule 197 rate is				false

		329						PG		13		0		false		page 13				false

		330						LN		13		1		false		               1   -- sorry.  The current Schedule 197 rate is refunding				false

		331						LN		13		2		false		               2   the 61 million dollars over may through December of				false

		332						LN		13		3		false		               3   2018, or eight months, which is the 4.7 percent average				false

		333						LN		13		4		false		               4   rate decrease.  As of January 1st, 2019, the company				false

		334						LN		13		5		false		               5   will begin to pass back the 61 million over 12 months,				false

		335						LN		13		6		false		               6   meaning the rate decrease will change to 3.1 percent.				false

		336						LN		13		7		false		               7             The difference between the 65.9 million and				false

		337						LN		13		8		false		               8   the 61 million is 4.9 million, which the parties agree				false

		338						LN		13		9		false		               9   will be deferred into a regulatory liability account				false

		339						LN		13		10		false		              10   annually until the company's next general rate case.  At				false

		340						LN		13		11		false		              11   the end of each year in 2018, 2019, and 2020 the company				false

		341						LN		13		12		false		              12   will apply the balance towards accelerating the				false

		342						LN		13		13		false		              13   depreciation of the Dave Johnston thermal generation				false

		343						LN		13		14		false		              14   plant, which will reduce Utah's share of the net book				false

		344						LN		13		15		false		              15   balance.				false

		345						LN		13		16		false		              16             The grossed up, non-protected property-related				false

		346						LN		13		17		false		              17   EDIT of 138.9 million and the non-protected,				false

		347						LN		13		18		false		              18   non-property related EDIT of 29.9 million will also be				false

		348						LN		13		19		false		              19   used to accelerate depreciation of the Dave Johnston				false

		349						LN		13		20		false		              20   plant.				false

		350						LN		13		21		false		              21             The stipulation also states that the protected				false

		351						LN		13		22		false		              22   property related EDIT will be normalized using the				false

		352						LN		13		23		false		              23   average rate assumption method referred to by the				false

		353						LN		13		24		false		              24   acronym ARAM, capital A, capital R, capital A, capital				false

		354						LN		13		25		false		              25   M, as required by the Internal Revenue code.				false

		355						PG		14		0		false		page 14				false

		356						LN		14		1		false		               1             The Utah allocation of the actual annual				false

		357						LN		14		2		false		               2   amortization of protected property related EDIT under				false

		358						LN		14		3		false		               3   ARAM, grossed up for taxes, will be placed into a				false

		359						LN		14		4		false		               4   regulatory liability account.  Rate making treatment for				false

		360						LN		14		5		false		               5   the balance of the ARAM-related regulatory liability				false

		361						LN		14		6		false		               6   account will be determined in the company's next general				false

		362						LN		14		7		false		               7   rate case.				false

		363						LN		14		8		false		               8             In addition to treatment of the tax reform				false

		364						LN		14		9		false		               9   benefits previously noted, Section E of the stipulation				false

		365						LN		14		10		false		              10   requests the commission to approve the use of the				false

		366						LN		14		11		false		              11   regulatory liability established by STEP to depreciate				false

		367						LN		14		12		false		              12   or buy down Utah's share of the remaining net book				false

		368						LN		14		13		false		              13   balance of the thermal plant units identified in table A				false

		369						LN		14		14		false		              14   found in paragraph 42.				false

		370						LN		14		15		false		              15             Table C in paragraph 44 of the stipulation				false

		371						LN		14		16		false		              16   depicts the projected balance of the STEP depreciation				false

		372						LN		14		17		false		              17   fund from 2020 through 2026.  The balance in the STEP				false

		373						LN		14		18		false		              18   depreciation fund as of December 31st, 2020, will be --				false

		374						LN		14		19		false		              19   which will be the last day prior to the proposed				false

		375						LN		14		20		false		              20   effective date of the recently filed depreciation study,				false

		376						LN		14		21		false		              21   will be used to buy down the total Utah allocated				false

		377						LN		14		22		false		              22   balance of the qualifying thermal plant units in the				false

		378						LN		14		23		false		              23   order listed in table A.				false

		379						LN		14		24		false		              24             The incremental amounts in the STEP				false

		380						LN		14		25		false		              25   depreciation fund that are collected from customers				false

		381						PG		15		0		false		page 15				false

		382						LN		15		1		false		               1   after December 31st, 2020, will continue to be used to				false

		383						LN		15		2		false		               2   offset the projected depreciation expense of the				false

		384						LN		15		3		false		               3   qualifying thermal plant units until the results of the				false

		385						LN		15		4		false		               4   next depreciation study are incorporated into rates.				false

		386						LN		15		5		false		               5             This agreement on the use of the STEP				false

		387						LN		15		6		false		               6   depreciation fund does not predetermine the prudency or				false

		388						LN		15		7		false		               7   recoverability of the capital additions themselves,				false

		389						LN		15		8		false		               8   which the parties have retained the right to review and				false

		390						LN		15		9		false		               9   challenge.  It does not determine the commission -- the				false

		391						LN		15		10		false		              10   decommissioning costs, which will be addressed in the				false

		392						LN		15		11		false		              11   depreciation docket.				false

		393						LN		15		12		false		              12             Finally, in recognition that the buy-down of				false

		394						LN		15		13		false		              13   plant balances associated with the tax reform benefits				false

		395						LN		15		14		false		              14   and the use of the STEP depreciation fund will impact				false

		396						LN		15		15		false		              15   the calculation of depreciation rates in the				false

		397						LN		15		16		false		              16   depreciation docket, the company agrees to make a filing				false

		398						LN		15		17		false		              17   in the depreciation docket within 30 days to reflect the				false

		399						LN		15		18		false		              18   provisions in the stipulation.				false

		400						LN		15		19		false		              19        Q.   Thank you, Ms. Kobliha.  So you have been				false

		401						LN		15		20		false		              20   testifying about STEP.  You're generally familiar with				false

		402						LN		15		21		false		              21   that STEP statute, specifically Section 54-7-12.8; is				false

		403						LN		15		22		false		              22   that correct?				false

		404						LN		15		23		false		              23        A.   Yes, I am.				false

		405						LN		15		24		false		              24        Q.   So in your opinion, recognizing that you are				false

		406						LN		15		25		false		              25   not a lawyer, does the stipulation comply with Section				false

		407						PG		16		0		false		page 16				false

		408						LN		16		1		false		               1   54-7-12.85 B Romanette 1 and 54-17 -- excuse me,				false

		409						LN		16		2		false		               2   54-7-12.85 B Romanette 2?				false

		410						LN		16		3		false		               3        A.   In my lay person's opinion, yes.  I believe				false

		411						LN		16		4		false		               4   that it does.  The STEP statute says that the commission				false

		412						LN		16		5		false		               5   can authorize Rocky Mountain to use the STEP funds to				false

		413						LN		16		6		false		               6   depreciate a thermal generation plant for which the				false

		414						LN		16		7		false		               7   commission determines depreciation is in the public				false

		415						LN		16		8		false		               8   interest for compliance with an environment regulation				false

		416						LN		16		9		false		               9   or another purpose.				false

		417						LN		16		10		false		              10             The company's reasons for depreciating the				false

		418						LN		16		11		false		              11   qualifying thermal plants are explained in Mr. Chad				false

		419						LN		16		12		false		              12   Teply's direct testimony that we filed in the				false

		420						LN		16		13		false		              13   depreciation docket, but I'll give just a few high-level				false

		421						LN		16		14		false		              14   views of those units, which are listed in the table in				false

		422						LN		16		15		false		              15   the stipulation.				false

		423						LN		16		16		false		              16             So the company is proposing to shorten the				false

		424						LN		16		17		false		              17   life of our Cholla Unit 4, which aligns with the				false

		425						LN		16		18		false		              18   approved regional haze compliance obligations in				false

		426						LN		16		19		false		              19   Arizona.  Unit -- for Jim Bridger Units 1 and 2 we're				false

		427						LN		16		20		false		              20   actually aligning the shortened life with our integrated				false

		428						LN		16		21		false		              21   resource plan portfolio, which actually reflects an				false

		429						LN		16		22		false		              22   alternative analysis for compliance with regional haze.				false

		430						LN		16		23		false		              23             Rather than actually having to put some				false

		431						LN		16		24		false		              24   significant spend on those units for emissions control				false

		432						LN		16		25		false		              25   equipment in 21 and 22, we're looking for an				false

		433						PG		17		0		false		page 17				false

		434						LN		17		1		false		               1   alternative.  The control equipment is required under				false

		435						LN		17		2		false		               2   the Wyoming regional haze implementation plan that's				false

		436						LN		17		3		false		               3   been approved by the EPA.				false

		437						LN		17		4		false		               4             We have a shortened life for Craig Unit 1, and				false

		438						LN		17		5		false		               5   that was also to align with a regional haze compliance				false

		439						LN		17		6		false		               6   obligation.  On a Craig Unit 2, when considering the				false

		440						LN		17		7		false		               7   timing of when Unit 1 is going to go out, we are looking				false

		441						LN		17		8		false		               8   at in a least cost, least risk position for Craig Unit				false

		442						LN		17		9		false		               9   2.  So there's likely going to be an economic aspect of				false

		443						LN		17		10		false		              10   that as well.				false

		444						LN		17		11		false		              11             That -- we haven't officially approved				false

		445						LN		17		12		false		              12   accelerating Craig Unit 2, but we believe that is likely				false

		446						LN		17		13		false		              13   going to be the case.  We're a minority party, so				false

		447						LN		17		14		false		              14   there's many owners that are involved in that decision.				false

		448						LN		17		15		false		              15             For Colstrip Units 3 and 4, Units 1 and 2 are				false

		449						LN		17		16		false		              16   actually going to close in 2020.  We don't own any				false

		450						LN		17		17		false		              17   interest in Unit 1 and 2.  But same concept of looking				false

		451						LN		17		18		false		              18   at how those other units are going to continue to run				false

		452						LN		17		19		false		              19   after Units 1 and 2 are closed.  Again, there might be				false

		453						LN		17		20		false		              20   some economic aspects of what we need to invest to keep				false

		454						LN		17		21		false		              21   those two units running.				false

		455						LN		17		22		false		              22             That's also not been formally approved by any,				false

		456						LN		17		23		false		              23   any state.  But both Avista and Puget have reached				false

		457						LN		17		24		false		              24   agreements with their regulators to establish the				false

		458						LN		17		25		false		              25   shortened life that we have in the depreciation study,				false

		459						PG		18		0		false		page 18				false

		460						LN		18		1		false		               1   which is a 2027 time period.				false

		461						LN		18		2		false		               2             So as I explained above, neither the company				false

		462						LN		18		3		false		               3   nor the parties to the stipulation, we didn't consider				false

		463						LN		18		4		false		               4   the existence of the STEP funds in our decisions to buy				false

		464						LN		18		5		false		               5   down the balance for the qualifying plants.  The reasons				false

		465						LN		18		6		false		               6   for entering into the stipulation to buy down the				false

		466						LN		18		7		false		               7   balance of these qualifying plants we believe complies				false

		467						LN		18		8		false		               8   with the language in the STEP legislation.				false

		468						LN		18		9		false		               9        Q.   Thank you very much.  Why do you believe the				false

		469						LN		18		10		false		              10   terms of the stipulation and everything that you have				false

		470						LN		18		11		false		              11   just discussed represent a resolution of this proceeding				false

		471						LN		18		12		false		              12   that's in the public interest?				false

		472						LN		18		13		false		              13        A.   The terms of this agreement strike a balance				false

		473						LN		18		14		false		              14   between providing customers an immediate rate reduction				false

		474						LN		18		15		false		              15   while preserving some of the benefits to alleviate that				false

		475						LN		18		16		false		              16   known future rate pressure, which we believe promotes				false

		476						LN		18		17		false		              17   rate stability.  The stipulation before you represents a				false

		477						LN		18		18		false		              18   good faith compromise of the parties, and I believe will				false

		478						LN		18		19		false		              19   result in rates that are just and reasonable and of				false

		479						LN		18		20		false		              20   course in the public interest.  So I recommend that the				false

		480						LN		18		21		false		              21   commission approve the stipulation as filed.  Thank you.				false

		481						LN		18		22		false		              22        Q.   Thank you, Ms. Kobliha.				false

		482						LN		18		23		false		              23             MS. HOGLE:  Ms. Kobliha is available for				false

		483						LN		18		24		false		              24   questions.				false

		484						LN		18		25		false		              25             HEARING OFFICER REIF:  Thank you, Ms. Kobliha.				false

		485						PG		19		0		false		page 19				false

		486						LN		19		1		false		               1   Any questions for Ms. Kobliha?				false

		487						LN		19		2		false		               2             MS. SCHMID:  Nothing from the division.				false

		488						LN		19		3		false		               3             MR. MOORE:  No questions from the office.				false

		489						LN		19		4		false		               4             MR. DODGE:  No questions.				false

		490						LN		19		5		false		               5             MS. BALDWIN:  No questions.				false

		491						LN		19		6		false		               6             HEARING OFFICER REIF:  Ms. Kobliha, just one				false

		492						LN		19		7		false		               7   follow-up question to make sure that we have the precise				false

		493						LN		19		8		false		               8   language on the record.  Under 54-7-1, in order to				false

		494						LN		19		9		false		               9   approve the settlement, the stipulation must be just and				false

		495						LN		19		10		false		              10   reasonable in result.  In paragraph 3 of the stipulation				false

		496						LN		19		11		false		              11   the parties state such, and I wanted to ask you today				false

		497						LN		19		12		false		              12   whether it is your testimony that the stipulation is				false

		498						LN		19		13		false		              13   just and reasonable in result.				false

		499						LN		19		14		false		              14             THE WITNESS:  Yes.				false

		500						LN		19		15		false		              15             HEARING OFFICER REIF:  Thank you very much for				false

		501						LN		19		16		false		              16   that clarification.  I have no further questions.				false

		502						LN		19		17		false		              17             MS. HOGLE:  Thank you.				false

		503						LN		19		18		false		              18             HEARING OFFICER REIF:  Okay.  The division.				false

		504						LN		19		19		false		              19             MS. SCHMID:  Thank you.  The division would				false

		505						LN		19		20		false		              20   like to call Mr. Lane Mecham as its witness.  Could he				false

		506						LN		19		21		false		              21   please be sworn.				false

		507						LN		19		22		false		              22             HEARING OFFICER REIF:  Mr. Mecham, good				false

		508						LN		19		23		false		              23   morning.				false

		509						LN		19		24		false		              24             THE WITNESS:  Good morning.				false

		510						LN		19		25		false		              25             HEARING OFFICER REIF:  Do you swear to tell				false

		511						PG		20		0		false		page 20				false

		512						LN		20		1		false		               1   the truth?				false

		513						LN		20		2		false		               2             THE WITNESS:  I do.				false

		514						LN		20		3		false		               3             HEARING OFFICER REIF:  Thank you.				false

		515						LN		20		4		false		               4                         LANE MECHAM,				false

		516						LN		20		5		false		               5   was called as a witness, and having been first duly				false

		517						LN		20		6		false		               6   sworn to tell the truth, testified as follows:				false

		518						LN		20		7		false		               7                      DIRECT EXAMINATION				false

		519						LN		20		8		false		               8   BY MS. SCHMID:				false

		520						LN		20		9		false		               9        Q.   Mr. Mecham, did you participate in this docket				false

		521						LN		20		10		false		              10   on behalf of the division?				false

		522						LN		20		11		false		              11        A.   Yes.				false

		523						LN		20		12		false		              12        Q.   Did you prepare and cause to be filed your				false

		524						LN		20		13		false		              13   predirect testimony in both redacted and confidential				false

		525						LN		20		14		false		              14   form and also your rebuttal testimony?				false

		526						LN		20		15		false		              15        A.   Yes.				false

		527						LN		20		16		false		              16        Q.   I notice that the name on, I'll call it the				false

		528						LN		20		17		false		              17   cover sheet of that testimony, says William L. Mecham.				false

		529						LN		20		18		false		              18   Are you the same?				false

		530						LN		20		19		false		              19        A.   I am the same.				false

		531						LN		20		20		false		              20        Q.   Do you have any changes or corrections to your				false

		532						LN		20		21		false		              21   prefiled testimony?				false

		533						LN		20		22		false		              22        A.   No.				false

		534						LN		20		23		false		              23        Q.   I'll note that the prefiled testimony has been				false

		535						LN		20		24		false		              24   admitted by the commission earlier today.  Do you have a				false

		536						LN		20		25		false		              25   summary to provide today, Mr. Mecham?				false

		537						PG		21		0		false		page 21				false

		538						LN		21		1		false		               1        A.   I do.				false

		539						LN		21		2		false		               2        Q.   Please proceed.				false

		540						LN		21		3		false		               3        A.   In August the division filed direct testimony				false

		541						LN		21		4		false		               4   in this docket that argued for an increase in the amount				false
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               1   October 30, 2018                             9:00 a.m.



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



               3             HEARING OFFICER REIF:  We're on the record.



               4   Good morning, everyone.  I am Melanie Reif.  I am the



               5   presiding officer for this hearing in Docket 17-035-69.



               6   This docket is entitled Investigation of Revenue



               7   Requirement Impacts of the New Federal Tax Legislation



               8   Titled an Act to Provide For Reconciliation Pursuant to



               9   Titles II and V of the Concurrent Resolution of the



              10   Budget for Fiscal Year 2018.



              11             This morning we are hearing the settlement



              12   stipulation that has been filed in this matter, and that



              13   is the purpose of this hearing.  So we'll start by



              14   taking appearances starting with the company, please.



              15             MS. HOGLE:  Good morning.  Yvonne Hogle on



              16   behalf of Rocky Mountain Power, and with me at counsel



              17   table is Nikki Kobliha, who will be supporting the



              18   stipulation.



              19             HEARING OFFICER REIF:  Thank you.  Good



              20   morning to both of you, and for the division.



              21             MS. SCHMID:  Patricia E. Schmid with the Utah



              22   Attorney General's office on behalf of the division.



              23   The division's witness today is Lane Mecham, and he will



              24   be providing testimony in support of the stipulation.



              25             HEARING OFFICER REIF:  Thank you.  Good
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               1   morning.  Mr. Moore.



               2             MR. MOORE:  Robert Moore of the AG's office



               3   representing the Office of Consumer Services.  Excuse



               4   me.  With me at counsel table is Michele Beck, director



               5   of the Office of Consumer Services.  In addition, I



               6   believe Donna Ramas, an accounting consultant for the



               7   offices, is on the phone.  She will not be testifying



               8   but is available to speak if any technical accounting



               9   issues arise.



              10             HEARING OFFICER REIF:  Thank you.  Ms. Ramas,



              11   do we have you on the line?



              12             MS. RAMAS:  Yes, I am here.



              13             HEARING OFFICER REIF:  Okay.  Great.  Thank



              14   you for joining us this morning, and good morning to



              15   everyone on behalf of the division, or excuse me, the



              16   office.  And then we'll go next to Mr. Dodge with UAE.



              17             MR. DODGE:  Thank you.  Gary Dodge on behalf



              18   of UAE.  UAE's witness in this docket is Kevin Higgins,



              19   who is in the commission hearing room, available for



              20   questions.  But otherwise we don't intend to call him.



              21             I should also indicate that I made an



              22   appearance in this docket for U.S. Magnesium.  It did



              23   not sign the stipulation, but I am authorized to



              24   represent that it does not oppose the settlement.



              25             HEARING OFFICER REIF:  Thank you, Mr. Dodge.
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               1             MR. DODGE:  Thank you.



               2             HEARING OFFICER REIF:  Mr. Dodge, you do not



               3   have a microphone or it's not on.



               4             MR. DODGE:  It says it's on, but it doesn't



               5   sound like it's coming through, does it?



               6             HEARING OFFICER REIF:  It does not.



               7             MR. DODGE:  The green light is on, but it



               8   doesn't appear to be working.



               9             HEARING OFFICER REIF:  Okay.



              10             MR. DODGE:  So I'll speak up.



              11             HEARING OFFICER REIF:  Okay.  I can hear you



              12   fine.  I'm just concerned that maybe the court reporter



              13   might have difficulty hearing.



              14             MR. DODGE:  Right.



              15             HEARING OFFICER REIF:  Okay.  Very good.  And



              16   Ms. Baldwin, good morning.



              17             MS. BALDWIN:  Vicki Baldwin on behalf of the



              18   Utah Industrial Energy Consumers, for the UIEC, and we



              19   do not have a witness present today, but we are



              20   appearing to show support for the stipulation.



              21             HEARING OFFICER REIF:  Okay.



              22             THE REPORTER:  Hers isn't working either.



              23             MS. BINTZ:  Try it again.



              24             MS. BALDWIN:  Mine doesn't work either.



              25             MS. BINTZ:  Try it one more time.  It may have
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               1   been muted.



               2             MS. BALDWIN:  Yeah.



               3             HEARING OFFICER REIF:  Okay.  Great.  Okay.



               4   All right.  So Mr. Dodge, let's try yours as well.



               5             MR. DODGE:  All right.  Sounds like it works



               6   now.



               7             HEARING OFFICER REIF:  Good, okay.  So back to



               8   your statement about U.S. Magnesium, just so I can check



               9   this off of -- off of my list.



              10             MR. DODGE:  Yes, your Honor.



              11             HEARING OFFICER REIF:  With respect to the



              12   support that you are giving to the stipulation, we



              13   realize that you don't have a witness that you are



              14   calling to give support.  But would you stipulate that



              15   the stipulation is just and reasonable in result?



              16             MR. DODGE:  On behalf of UAE we have



              17   stipulated that, and we do have a witness here who could



              18   testify to that.



              19             HEARING OFFICER REIF:  Okay.



              20             MR. DODGE:  On behalf of U.S. Mag, the only



              21   thing I have been authorized to represent is that it



              22   does not oppose the stipulation.



              23             HEARING OFFICER REIF:  Okay.  Okay.  And



              24   Ms. Baldwin, would you kindly clarify how -- is it your



              25   intent to support the stipulation in a similar manner?
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               1   Or is it your intent to stipulate that the stipulation



               2   is just and reasonable in result?



               3             MS. BALDWIN:  The UIEC stipulate -- is a



               4   party, a signing party to the stipulation and supports



               5   the stipulation.



               6             HEARING OFFICER REIF:  Okay.  All right.



               7   Thank you.  All right.  We'll go back to the company.



               8             MS. HOGLE:  Is it okay if we take care of some



               9   preliminary matters before we go on the record?



              10             HEARING OFFICER REIF:  We are on the record.



              11   But if you need to go off the record, we can.



              12             MS. HOGLE:  Well, I have a couple of things.



              13   One, we also have Ryan Fuller on the phone.



              14             HEARING OFFICER REIF:  Okay.



              15             MS. HOGLE:  And I'd like to make sure that he



              16   is on.



              17             HEARING OFFICER REIF:  Okay.  Mr. Fuller, are



              18   you on the line with us?



              19             MS. HOGLE:  Okay.  I stand corrected.  Maybe



              20   he is just listening on line.



              21             HEARING OFFICER REIF:  I am only aware of one



              22   person on the line.  Would you like him to have an



              23   opportunity to call in?



              24             MS. HOGLE:  No.  I was going to say that in



              25   the room today, in addition to Ms. Kobliha, we have
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               1   Joelle Steward, Steve McDougal and Jana Saba, and I



               2   thought that Ryan Fuller was on the phone so apologies.



               3   So that's one thing.



               4             Another thing is, assigning parties who are



               5   present in the room today have given me the authority to



               6   indicate to you that we stipulate for all of the



               7   testimony and filings from all parties that were made



               8   starting on June 15th, 2018, including exhibits, to be



               9   entered into the record.



              10             HEARING OFFICER REIF:  And is there any



              11   objection?  Okay.  Very good.  They are accepted.



              12             MS. HOGLE:  Thank you.



              13             HEARING OFFICER REIF:  Thank you.



              14             MS. HOGLE:  And I think that is all I have.



              15   So if you want, I can call our first -- our witness.



              16             HEARING OFFICER REIF:  Yes, please.  Go ahead.



              17             MS. HOGLE:  Okay.  I call Ms. Nikki Kobliha.



              18             HEARING OFFICER REIF:  Nikki Kobliha, would



              19   you like to give your testimony where you are seated



              20   this morning?



              21             THE WITNESS:  Yeah.  If that works for you, it



              22   works for me.



              23             HEARING OFFICER REIF:  Sure.  And let me swear



              24   you in.  Do you swear to tell the truth?



              25             THE WITNESS:  Yes, I do.
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               1             HEARING OFFICER REIF:  Thank you.  You may



               2   proceed.



               3             MS. HOGLE:  Thank you.



               4                        NIKKI KOBLIHA,



               5   was called as a witness, and having been first duly



               6   sworn to tell the truth, testified as follows:



               7                      DIRECT EXAMINATION



               8   BY MS. HOGLE:



               9        Q.   Good morning, Ms. Kobliha.  Can you please



              10   state your name and position with Rocky Mountain Power



              11   for the record?



              12        A.   Sure.  My name is Nikki Kobliha, N-I-K-K-I



              13   K-O-B-L-I-H-A.  I am employed by PacifiCorp as vice



              14   president, chief financial officer and treasurer.  My



              15   business address 825 Northeast Multnomah, Suite 1900,



              16   Portland, Oregon.



              17        Q.   And as you know, the commission accepted your



              18   testimony into the record earlier today, and you don't



              19   have any changes to that testimony?



              20        A.   No changes.



              21        Q.   So if I were to ask you the questions therein



              22   again today, your answers would be the same?



              23        A.   Yes, they would.



              24        Q.   And what is the purpose of your testimony this



              25   morning?
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               1        A.   I present the stipulation that was filed



               2   between the company on -- by the company on October



               3   24th, 2018.  The stipulation was entered into by six



               4   signing parties, including Rocky Mountain, the Division



               5   of Public Utilities, the Office of Consumer Services,



               6   Utah Association of Energy Users, Utah Industrial Energy



               7   Consumers and Nucor Steel.



               8             I also reiterate Rocky Mountain Power's



               9   support of the stipulation and the company's belief that



              10   the stipulation is in the public interest.



              11        Q.   Can you please proceed with the key terms of



              12   the stipulation?



              13        A.   Yes, I can.  But actually before I do that, I



              14   and the company want to thank all the parties for all



              15   their hard work in achieving the stipulation.  The



              16   conversations involved more than just taxes.  So I



              17   appreciate that additional discussion and very happy we



              18   got to this place with the stipulation.



              19             The terms of the stipulation resolve all of



              20   the issues in this proceeding.  Also some of the



              21   provisions relate to the company's recently filed



              22   depreciation study docket in Docket No. 18-035-36, as



              23   well as Utah Code Section 54-7-12.8 from the Sustainable



              24   Transportation and Energy Plan Act referred to by the



              25   acronym STEP, capital S, capital T, capital E, capital
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               1   P.



               2             First the stipulation reiterates that Utah



               3   customers will receive all benefits of the Tax Reform



               4   Act and that the terms of the stipulation will remain in



               5   effect until the company's next general rate case, when



               6   the benefits will be incorporated into base rates.



               7             As detailed in paragraph 36 of the



               8   stipulation, parties agree that the amount of those



               9   benefits include a 65.9 million per year reduction in



              10   current income taxes, a reduction in accumulated



              11   deferred income taxes more commonly referred to as



              12   excess deferred income taxes, or by the acronym EDIT,



              13   capital E, capital D, capital I, capital T, which is



              14   composed of the following amounts, all of which have



              15   been grossed up for taxes and represent Utah allocated



              16   amounts.



              17             Non-protected property-related items



              18   calculated to be a total of 138.9 million,



              19   non-protected, non-property-related items, calculated to



              20   be a total of 29.9 million, protected property-related



              21   items, estimated to be a total of 816.8 million.



              22             Parties agree that of the 65.9 million



              23   reduction related to current taxes, an annual rate



              24   reduction of 61 million will continue to be passed back



              25   to customers through Schedule 197.  Schedule 197 rate is
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               1   -- sorry.  The current Schedule 197 rate is refunding



               2   the 61 million dollars over may through December of



               3   2018, or eight months, which is the 4.7 percent average



               4   rate decrease.  As of January 1st, 2019, the company



               5   will begin to pass back the 61 million over 12 months,



               6   meaning the rate decrease will change to 3.1 percent.



               7             The difference between the 65.9 million and



               8   the 61 million is 4.9 million, which the parties agree



               9   will be deferred into a regulatory liability account



              10   annually until the company's next general rate case.  At



              11   the end of each year in 2018, 2019, and 2020 the company



              12   will apply the balance towards accelerating the



              13   depreciation of the Dave Johnston thermal generation



              14   plant, which will reduce Utah's share of the net book



              15   balance.



              16             The grossed up, non-protected property-related



              17   EDIT of 138.9 million and the non-protected,



              18   non-property related EDIT of 29.9 million will also be



              19   used to accelerate depreciation of the Dave Johnston



              20   plant.



              21             The stipulation also states that the protected



              22   property related EDIT will be normalized using the



              23   average rate assumption method referred to by the



              24   acronym ARAM, capital A, capital R, capital A, capital



              25   M, as required by the Internal Revenue code.
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               1             The Utah allocation of the actual annual



               2   amortization of protected property related EDIT under



               3   ARAM, grossed up for taxes, will be placed into a



               4   regulatory liability account.  Rate making treatment for



               5   the balance of the ARAM-related regulatory liability



               6   account will be determined in the company's next general



               7   rate case.



               8             In addition to treatment of the tax reform



               9   benefits previously noted, Section E of the stipulation



              10   requests the commission to approve the use of the



              11   regulatory liability established by STEP to depreciate



              12   or buy down Utah's share of the remaining net book



              13   balance of the thermal plant units identified in table A



              14   found in paragraph 42.



              15             Table C in paragraph 44 of the stipulation



              16   depicts the projected balance of the STEP depreciation



              17   fund from 2020 through 2026.  The balance in the STEP



              18   depreciation fund as of December 31st, 2020, will be --



              19   which will be the last day prior to the proposed



              20   effective date of the recently filed depreciation study,



              21   will be used to buy down the total Utah allocated



              22   balance of the qualifying thermal plant units in the



              23   order listed in table A.



              24             The incremental amounts in the STEP



              25   depreciation fund that are collected from customers
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               1   after December 31st, 2020, will continue to be used to



               2   offset the projected depreciation expense of the



               3   qualifying thermal plant units until the results of the



               4   next depreciation study are incorporated into rates.



               5             This agreement on the use of the STEP



               6   depreciation fund does not predetermine the prudency or



               7   recoverability of the capital additions themselves,



               8   which the parties have retained the right to review and



               9   challenge.  It does not determine the commission -- the



              10   decommissioning costs, which will be addressed in the



              11   depreciation docket.



              12             Finally, in recognition that the buy-down of



              13   plant balances associated with the tax reform benefits



              14   and the use of the STEP depreciation fund will impact



              15   the calculation of depreciation rates in the



              16   depreciation docket, the company agrees to make a filing



              17   in the depreciation docket within 30 days to reflect the



              18   provisions in the stipulation.



              19        Q.   Thank you, Ms. Kobliha.  So you have been



              20   testifying about STEP.  You're generally familiar with



              21   that STEP statute, specifically Section 54-7-12.8; is



              22   that correct?



              23        A.   Yes, I am.



              24        Q.   So in your opinion, recognizing that you are



              25   not a lawyer, does the stipulation comply with Section
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               1   54-7-12.85 B Romanette 1 and 54-17 -- excuse me,



               2   54-7-12.85 B Romanette 2?



               3        A.   In my lay person's opinion, yes.  I believe



               4   that it does.  The STEP statute says that the commission



               5   can authorize Rocky Mountain to use the STEP funds to



               6   depreciate a thermal generation plant for which the



               7   commission determines depreciation is in the public



               8   interest for compliance with an environment regulation



               9   or another purpose.



              10             The company's reasons for depreciating the



              11   qualifying thermal plants are explained in Mr. Chad



              12   Teply's direct testimony that we filed in the



              13   depreciation docket, but I'll give just a few high-level



              14   views of those units, which are listed in the table in



              15   the stipulation.



              16             So the company is proposing to shorten the



              17   life of our Cholla Unit 4, which aligns with the



              18   approved regional haze compliance obligations in



              19   Arizona.  Unit -- for Jim Bridger Units 1 and 2 we're



              20   actually aligning the shortened life with our integrated



              21   resource plan portfolio, which actually reflects an



              22   alternative analysis for compliance with regional haze.



              23             Rather than actually having to put some



              24   significant spend on those units for emissions control



              25   equipment in 21 and 22, we're looking for an
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               1   alternative.  The control equipment is required under



               2   the Wyoming regional haze implementation plan that's



               3   been approved by the EPA.



               4             We have a shortened life for Craig Unit 1, and



               5   that was also to align with a regional haze compliance



               6   obligation.  On a Craig Unit 2, when considering the



               7   timing of when Unit 1 is going to go out, we are looking



               8   at in a least cost, least risk position for Craig Unit



               9   2.  So there's likely going to be an economic aspect of



              10   that as well.



              11             That -- we haven't officially approved



              12   accelerating Craig Unit 2, but we believe that is likely



              13   going to be the case.  We're a minority party, so



              14   there's many owners that are involved in that decision.



              15             For Colstrip Units 3 and 4, Units 1 and 2 are



              16   actually going to close in 2020.  We don't own any



              17   interest in Unit 1 and 2.  But same concept of looking



              18   at how those other units are going to continue to run



              19   after Units 1 and 2 are closed.  Again, there might be



              20   some economic aspects of what we need to invest to keep



              21   those two units running.



              22             That's also not been formally approved by any,



              23   any state.  But both Avista and Puget have reached



              24   agreements with their regulators to establish the



              25   shortened life that we have in the depreciation study,
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               1   which is a 2027 time period.



               2             So as I explained above, neither the company



               3   nor the parties to the stipulation, we didn't consider



               4   the existence of the STEP funds in our decisions to buy



               5   down the balance for the qualifying plants.  The reasons



               6   for entering into the stipulation to buy down the



               7   balance of these qualifying plants we believe complies



               8   with the language in the STEP legislation.



               9        Q.   Thank you very much.  Why do you believe the



              10   terms of the stipulation and everything that you have



              11   just discussed represent a resolution of this proceeding



              12   that's in the public interest?



              13        A.   The terms of this agreement strike a balance



              14   between providing customers an immediate rate reduction



              15   while preserving some of the benefits to alleviate that



              16   known future rate pressure, which we believe promotes



              17   rate stability.  The stipulation before you represents a



              18   good faith compromise of the parties, and I believe will



              19   result in rates that are just and reasonable and of



              20   course in the public interest.  So I recommend that the



              21   commission approve the stipulation as filed.  Thank you.



              22        Q.   Thank you, Ms. Kobliha.



              23             MS. HOGLE:  Ms. Kobliha is available for



              24   questions.



              25             HEARING OFFICER REIF:  Thank you, Ms. Kobliha.
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               1   Any questions for Ms. Kobliha?



               2             MS. SCHMID:  Nothing from the division.



               3             MR. MOORE:  No questions from the office.



               4             MR. DODGE:  No questions.



               5             MS. BALDWIN:  No questions.



               6             HEARING OFFICER REIF:  Ms. Kobliha, just one



               7   follow-up question to make sure that we have the precise



               8   language on the record.  Under 54-7-1, in order to



               9   approve the settlement, the stipulation must be just and



              10   reasonable in result.  In paragraph 3 of the stipulation



              11   the parties state such, and I wanted to ask you today



              12   whether it is your testimony that the stipulation is



              13   just and reasonable in result.



              14             THE WITNESS:  Yes.



              15             HEARING OFFICER REIF:  Thank you very much for



              16   that clarification.  I have no further questions.



              17             MS. HOGLE:  Thank you.



              18             HEARING OFFICER REIF:  Okay.  The division.



              19             MS. SCHMID:  Thank you.  The division would



              20   like to call Mr. Lane Mecham as its witness.  Could he



              21   please be sworn.



              22             HEARING OFFICER REIF:  Mr. Mecham, good



              23   morning.



              24             THE WITNESS:  Good morning.



              25             HEARING OFFICER REIF:  Do you swear to tell
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               1   the truth?



               2             THE WITNESS:  I do.



               3             HEARING OFFICER REIF:  Thank you.



               4                         LANE MECHAM,



               5   was called as a witness, and having been first duly



               6   sworn to tell the truth, testified as follows:



               7                      DIRECT EXAMINATION



               8   BY MS. SCHMID:



               9        Q.   Mr. Mecham, did you participate in this docket



              10   on behalf of the division?



              11        A.   Yes.



              12        Q.   Did you prepare and cause to be filed your



              13   predirect testimony in both redacted and confidential



              14   form and also your rebuttal testimony?



              15        A.   Yes.



              16        Q.   I notice that the name on, I'll call it the



              17   cover sheet of that testimony, says William L. Mecham.



              18   Are you the same?



              19        A.   I am the same.



              20        Q.   Do you have any changes or corrections to your



              21   prefiled testimony?



              22        A.   No.



              23        Q.   I'll note that the prefiled testimony has been



              24   admitted by the commission earlier today.  Do you have a



              25   summary to provide today, Mr. Mecham?
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               1        A.   I do.



               2        Q.   Please proceed.



               3        A.   In August the division filed direct testimony



               4   in this docket that argued for an increase in the amount



               5   credited to customers' bills using Schedule 197.  This



               6   was based on the fact that EDIT balances were tax



               7   expenses paid by rate payers in previous periods which



               8   will not be realized by the company as a result of tax



               9   reform and should be passed back to rate payers quickly.



              10             It was also driven by the estimated reduction



              11   in ongoing taxes, which were greater than 61 million



              12   currently being passed through Schedule 197.  On



              13   September 11th, 2018, the company filed an application



              14   requesting to increase its depreciation rates effective



              15   January 1st, 2021.  The amount requested by the company



              16   is an annual increase of 128 million.



              17             The division reviewed the depreciation



              18   application made by the company and began settlement --



              19   excuse me, settlement discussions in this tax reform



              20   docket in October.  Those settlement negotiations



              21   resulted in the settlement stipulation filed with the



              22   commission on October 24th.



              23             The settlement stipulation was designed to use



              24   the benefits created by tax reform to offset the impacts



              25   that are expected to result from the depreciation
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               1   docket.



               2             The division supports the settlement for



               3   several reasons.  First, depreciation rates are being



               4   accelerated on plans that have or will have



               5   disproportionately benefitted older generations of



               6   customers.  This is approximately the same group of



               7   customers that also paid tax expenses that created the



               8   EDIT balances being used to offset the accelerated



               9   depreciation of these plants.



              10             This matching of costs and benefits is a



              11   long-standing principle of utility regulation, and the



              12   division finds it to be a compelling reason to support



              13   the settlement stipulation.



              14             Second, the company's concern that its credit



              15   rating might be impacted is mitigated through this



              16   settlement.  The division noted in its previous filings



              17   that it would be inappropriate to base decisions on



              18   securing any specific level of credit rating and is



              19   satisfied that this settlement helps secure the credit



              20   rating of the company while not using it as the basis



              21   for the ultimate disposition of the tax benefits.



              22             Lastly, the division is satisfied that the



              23   result of this settlement agreement will create more



              24   stability in rates by offsetting future rate increases.



              25   The division advocated a position early in this docket
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               1   that would have begun refunding tax benefits on January



               2   1st, 2019.  This was driven by a concern that those who



               3   paid in to create those balances should see most of the



               4   benefits.



               5             As noted earlier, the division finds that



               6   offsetting accelerated depreciation reasonably matches



               7   those costs and benefits and also helps achieve rate



               8   stability.  For these reasons, the division supports the



               9   settlement stipulation as being just, reasonable and in



              10   the public interest and recommends that -- excuse me,



              11   and recommends that the commission approve it as filed.



              12   Thank you.



              13        Q.   And just to follow up on a question from our



              14   hearing officer earlier, would you confirm that it is



              15   the division's position that the settlement proposal is



              16   just and reasonable in result?



              17        A.   Yes.



              18        Q.   Thank you very much.



              19             MS. SCHMID:  Mr. Mecham is now available for



              20   questions.



              21             HEARING OFFICER REIF:  Thank you, Ms. Schmid.



              22   Any questions?



              23             MR. MOORE:  No questions from the office.



              24             HEARING OFFICER REIF:  Ms. Hogle?



              25             MS. HOGLE:  No questions.
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               1             MR. DODGE:  No questions.



               2             MS. BALDWIN:  No questions.



               3             HEARING OFFICER REIF:  Thank you.  Thank you



               4   for your testimony, Mr. Mecham.



               5             THE WITNESS:  Thank you.



               6             HEARING OFFICER REIF:  And thank you for the



               7   follow-up, Ms. Schmid.  Mr. Moore from the office.



               8             MR. MOORE:  The office calls Michele Beck to



               9   the stand and asks that she be sworn.



              10             HEARING OFFICER REIF:  Good morning, Ms. Beck.



              11             THE WITNESS:  Good morning.



              12             HEARING OFFICER REIF:  Do you swear to tell



              13   the truth?



              14             THE WITNESS:  Yes, I do.



              15             HEARING OFFICER REIF:  Thank you.



              16                         MICHELE BECK,



              17   was called as a witness, and having been first duly



              18   sworn to tell the truth, testified as follows:



              19                      DIRECT EXAMINATION



              20   BY MR. MOORE:



              21        Q.   Ms. Beck, please state your full name and



              22   occupation for the record.



              23        A.   My name is Michele Beck, and I am the director



              24   of the Office of Consumer Services.



              25        Q.   In your capacity as director of the Office of
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               1   Consumer Services, have you reviewed the filings in this



               2   docket, including the stipulation which is the substance



               3   of this hearing, and did you participate in the



               4   negotiations leading to the stipulation?



               5        A.   Yes, I have.



               6        Q.   In your opinion is the stipulation, taken as a



               7   whole, just and reasonable in result and in the public



               8   interest?



               9        A.   Yes, it is.



              10        Q.   Do you have any comments you would like to



              11   make concerning the stipulation?



              12        A.   Yes, just briefly.  I'd like to agree with the



              13   previous testifiers today and say that, that the office



              14   finds that the balance of the use of the funds is



              15   reasonable with a large amount being returned right away



              16   to customers, and then a portion being used to buy down



              17   depreciation and another portion being deferred for use



              18   to be determined in the next rate case.  So we find that



              19   to be a reasonable balance.



              20             And further, the office specifically endorses



              21   the provisions regarding the STEP legislation here, so



              22   further buying down the depreciation or the book value.



              23   And we think that it is specifically in the interest of



              24   customers and in the general public interest to have



              25   those provisions specified and approved at this time in
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               1   this docket.  And that's all I have to say.



               2             MR. MOORE:  Director Beck is available for



               3   questioning.



               4             HEARING OFFICER REIF:  Thank you.  Any



               5   questions from the company?



               6             MS. HOGLE:  No questions.



               7             HEARING OFFICER REIF:  Division?



               8             MS. SCHMID:  No questions.



               9             MR. DODGE:  No questions.



              10             MS. BALDWIN:  No questions.



              11             HEARING OFFICER REIF:  Okay.  Thank you,



              12   Ms. Beck for your testimony, and thank you for directly



              13   addressing the settlement stipulation statute.



              14   Mr. Dodge, you have indicated that Mr. Higgins is in the



              15   room and available to testify.



              16             MR. DODGE:  Yes.



              17             HEARING OFFICER REIF:  Do you intend to call



              18   him?



              19             MR. DODGE:  If your Honor would like his



              20   testimony, we were prepared to call him.  But we don't



              21   feel the need to.



              22             HEARING OFFICER REIF:  There is only one



              23   question that I wish to clarify, but there may be



              24   others, so let's --



              25             MR. DODGE:  Let's call him then.
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               1             HEARING OFFICER REIF:  Okay.  Mr. Higgins,



               2   good morning.  Thank you for being here.



               3             THE WITNESS:  Good morning.



               4             HEARING OFFICER REIF:  Do you swear to tell



               5   the truth, sir?



               6             THE WITNESS:  I do.



               7                        KEVIN HIGGINS,



               8   was called as a witness, and having been first duly



               9   sworn to tell the truth, testified as follows:



              10             HEARING OFFICER REIF:  Okay.  And before I



              11   proceed with my question, let me ask the other parties



              12   if they have any questions.  Are there any questions



              13   from the company?  Division?  Office?



              14             MS. BALDWIN:  No questions.



              15             HEARING OFFICER REIF:  Okay.  Thank you.



              16                          EXAMINATION



              17   BY HEARING OFFICER REIF:



              18        Q.   Mr. Higgins, I just had one question from you,



              19   and that is to confirm that, as stated in paragraph 3,



              20   the parties represent the stipulation is just and



              21   reasonable in result.  Is that your testimony this



              22   morning?



              23             THE WITNESS:  Yes, it is.



              24             HEARING OFFICER REIF:  Okay.  Thank you, sir.



              25   I have no further questions.  Thank you for being here.
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               1             THE WITNESS:  Thank you.



               2             HEARING OFFICER REIF:  You may be excused if



               3   you wish.  Ms. Baldwin, is it -- just to circle back on



               4   what you said earlier, do you not intend to call anyone



               5   this morning?



               6             MS. BALDWIN:  That's correct.



               7             HEARING OFFICER REIF:  Okay.  And Mr. Dodge,



               8   you have indicated that you do not intend to call anyone



               9   on behalf of U.S. Magnesium, Nucor Steel, that you do



              10   not oppose the stipulation.



              11             MR. DODGE:  One clarification.  Nucor Steel, I



              12   don't believe they are represented here, but they did



              13   sign the stipulation and support it.  U.S. Magnesium



              14   intervened in this case early on to address a specific



              15   issue relative to special contracts.  Once that issue



              16   was resolved, it ceased active participation, was not



              17   involved in the settlement discussions.



              18             And so it did not sign the stipulation, but



              19   again, it authorized me to represent that it does not



              20   oppose approval of the stipulation.



              21             HEARING OFFICER REIF:  Okay.  Thank you for



              22   that clarification.



              23             MR. DODGE:  Sure.



              24             HEARING OFFICER REIF:  Is there anything



              25   further that needs to come before the commission today?
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               1             All right.  Very good.  We will take the



               2   matter under consideration and issue an order in a



               3   timely fashion.  Thank you for coming today and for your



               4   testimony.



               5             MS. SCHMID:  Thank you.



               6             MS. HOGLE:  Thank you.



               7             (The hearing concluded at 9:29 a.m.)
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