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·1· · · · · · · · · · · ·PROCEEDINGS

·2· · · · · · · · · OFFICER REIF:· Good morning.· I'm

·3· ·Melanie Reif.· I am the administrative law judge and

·4· ·hearing officer for this case.· And this is the

·5· ·scheduled hearing in Docket No. 17-035-71.· This

·6· ·matter is entitled:· Application of Rocky Mountain

·7· ·Power for Approval of Electric Service Agreement and

·8· ·Operating Reserves Agreement between PacifiCorp and

·9· ·US Magnesium, LLC.· Let's start first by taking

10· ·appearances, please.· Starting with PacifiCorp.

11· · · · · · · · · MR. MCDERMOTT:· This is

12· ·Jacob McDermott on behalf of Rocky Mountain Power.

13· · · · · · · · · OFFICER REIF:· Welcome.

14· · · · · · · · · MR. JETTER:· Good morning.

15· ·Justin Jetter with the Utah Attorney General's

16· ·Office, representing the Utah Division of Public

17· ·Utilities.· And with me at counsel table is Jeff

18· ·Einfeldt.

19· · · · · · · · · OFFICER REIF:· Thank you.

20· · · · · · · · · MR. SNARR:· Good morning.· My name is

21· ·Steven Snarr.· I'm an Assistant Attorney General

22· ·representing the Office of Consumer Services, and

23· ·with me today is Cheryl Murray.

24· · · · · · · · · OFFICER REIF:· Thank you and welcome.

25· ·Just a quick reminder before I turn to Mr. Dodge.
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·1· ·Make sure your microphone is not only on but

·2· ·somewhere near your face, it will make it much

·3· ·easier for me to hear you and those in the room.

·4· ·Mr. Dodge, good morning.

·5· · · · · · · · · MR. DODGE:· Good morning.· Gary Dodge

·6· ·on behalf of US Magnesium, LLC, and Roger Swenson

·7· ·is here at the table with me.

·8· · · · · · · · · OFFICER REIF:· Good morning.

·9· ·Welcome.· Before we get started this morning,

10· ·Mr. McDermott, I wanted to make something very clear

11· ·before we begin the hearing.· And that is, as it

12· ·relates to the reply comments that were filed by

13· ·US Magnesium, the Commission is very aware that

14· ·there is a separate docket pending in this before

15· ·the Commission.· And to that end, the Commission

16· ·will not be making any indication as to how we

17· ·intend to resolve that matter in this hearing, but

18· ·we do wish to note that we are aware of that pending

19· ·matter and we anticipate that it will be resolved in

20· ·the coming weeks.

21· · · · · · · · · So with that said, our understanding

22· ·is that we have an ESA application that is pending

23· ·before the hearing -- before the Commission, and

24· ·that is what we intend to hear today.· So if that is

25· ·what you understand as well and PacifiCorp has filed
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·1· ·such an ESA, that's what we intend to review.

·2· · · · · · · · · MR. DODGE:· May I ask a question on

·3· ·that issue or at least, raise an issue that is of

·4· ·concern to US Mag?· We completely agree with Your

·5· ·Honor's statement that the tax docket is the

·6· ·appropriate docket for that to be revolved in.· The

·7· ·problem we have is that there are statements in that

·8· ·docket that could be interpreted to say that unless

·9· ·the tax issue is expressly dealt with in the energy

10· ·services agreement, it shouldn't be -- the reduction

11· ·shouldn't be passed on to US Mag.· There is no ESA

12· ·today going forward, and US Mag would prefer to have

13· ·this matter continued so that it can negotiate,

14· ·attempt to negotiate, such an amendment if it needs

15· ·to be in the contract expressly.· Or we would ask

16· ·the Commission to expressly rule that the fact --

17· ·that the language in the agreement itself is enough

18· ·to have the merits of that issue decided in the tax

19· ·docket.· In other words, the ESA itself says any

20· ·other charges or credits will be decided by the

21· ·Commission in an appropriate document.· We simply

22· ·don't want to get whipsawed with this being approved

23· ·and then someone arguing in the next docket that

24· ·because it doesn't expressly say "taxes," that the

25· ·tax credit should not go there.· I think that's a
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·1· ·fairly -- I think that's a crazy argument to make to

·2· ·be honest, but we're fearful that could be made.

·3· · · · · · · · · OFFICER REIF:· Mr. Dodge, thank you.

·4· ·And just to sum up, reiterate, what I've already

·5· ·said, we don't intend in any way to make an

·6· ·indication today either implicitly or explicitly how

·7· ·the Commission intends to address the pending

·8· ·docket.· And to that end, if the parties wish to

·9· ·postpone this matter, that certainly is within your

10· ·purview.· And if you would like some time to discuss

11· ·that, I would happily step out of the room if you

12· ·want to discuss that privately and --

13· · · · · · · · · MR. DODGE:· We would make a motion --

14· ·we'll discuss it privately -- to continue this

15· ·hearing until some time near the end of the month.

16· · · · · · · · · OFFICER REIF:· Okay.

17· · · · · · · · · MR. DODGE:· And I'm happy to talk and

18· ·if they're not in agreement, we will still ask for

19· ·that.

20· · · · · · · · · OFFICER REIF:· Okay.· You do realize

21· ·that the application is pending -- or at least the

22· ·Commission does realize that the application is

23· ·pending by application of Rocky Mountain Power.· So

24· ·with that said, we'll be in recess and if you could

25· ·kindly just let me know when you're ready to
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·1· ·commence, I'll come back in and take care of

·2· ·whatever needs to be taken care of at that point.

·3· ·Mr. McDermott?· Is everybody on board with that?

·4· ·Okay.· Very good.

·5· · · · · · · · · (A brief recess was taken.)

·6· · · · · · · · · OFFICER REIF:· Mr. Dodge?

·7· · · · · · · · · MR. DODGE:· Your Honor, we've had

·8· ·some very good discussions and the parties, I think,

·9· ·have resolved our concern -- well, the parties have

10· ·resolved the concern, and I'd like to state what the

11· ·resolution is and then the other parties can

12· ·obviously indicate whether I've stated it right.

13· ·The parties have agreed that the language in the ESA

14· ·that's before the Commission for approval today,

15· ·which includes the reference to other credits and

16· ·surcharges, et cetera, will be applied to US

17· ·Magnesium only if the Commission decides it in an

18· ·appropriate docket, and that the appropriate docket

19· ·for determining that is the tax docket, and that

20· ·there won't be an argument that, because that

21· ·language doesn't expressly refer to taxes, that

22· ·somehow that's not included.· So it will be decided

23· ·on the merits in the tax docket, as opposed to based

24· ·on some argument that had to have been in the ESA

25· ·specifically.· I hope that makes sense.
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·1· · · · · · · · · OFFICER REIF:· And that resolves your

·2· ·concern?

·3· · · · · · · · · MR. DODGE:· It does.

·4· · · · · · · · · OFFICER REIF:· Mr. McDermott, is that

·5· ·your understanding?

·6· · · · · · · · · MR. MCDERMOTT:· That's my

·7· ·understanding.· The company's position is that the

·8· ·tax docket is the appropriate docket to consider

·9· ·whether those surcharges -- or whether those credits

10· ·are appropriate for US Magnesium under this

11· ·agreement.

12· · · · · · · · · OFFICER REIF:· Very good.

13· ·Mr. Jetter.

14· · · · · · · · · MR. JETTER:· I would say yes, that

15· ·also reflects our understanding of what we have

16· ·agreed to and having just a record today that will,

17· ·sort of, memorialize -- though it's a strange way to

18· ·do it, I think it's worthwhile because of the

19· ·timing, short timing, that reflects -- primarily the

20· ·Division agrees that that's an appropriate way to go

21· ·forward.

22· · · · · · · · · OFFICER REIF:· Thank you.· Mr. Snarr.

23· · · · · · · · · MR. SNARR:· The Office concurs with

24· ·the explanation provided.

25· · · · · · · · · OFFICER REIF:· Thank you.· Okay.· So
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·1· ·if I am tracking this correctly, we are ready to

·2· ·proceed on the ESA application; is that correct?

·3· · · · · · · · · MR. MCDERMOTT:· That is correct.

·4· · · · · · · · · OFFICER REIF:· All right.· Well,

·5· ·Mr. McDermott, this is your application, so you have

·6· ·the floor.

·7· · · · · · · · · MR. MCDERMOTT:· The Company would

·8· ·like to call Kyle Moore to testify.

·9· · · · · · · · · OFFICER REIF:· Good morning,

10· ·Mr. Moore.· Would you like to testify from where you

11· ·are?

12· · · · · · · · · MR. MOORE:· Yes, that would be fine.

13· · · · · · · · · OFFICER REIF:· Okay.· So I'll swear

14· ·you in.

15· · · · · · · · · · · ·KYLE MOORE,

16· ·having been first duly sworn to tell the truth, was

17· · · · · · examined and testified as follows:

18· ·BY MR. MCDERMOTT:

19· · · · Q· · Mr. Moore, please state your name,

20· ·business address, and title.

21· · · · A· · My name is Kyle Moore.· I'm a power

22· ·marketer originator for Rocky Mountain Power, and my

23· ·business address is 1407 West North Temple Street.

24· · · · Q· · Thank you.· And did you work on the

25· ·contract, the ESA contract, with US Magnesium, LLC?
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·1· · · · A· · Yes, I did.

·2· · · · Q· · And did you prepare a summary of testimony

·3· ·for us today?

·4· · · · A· · Yes, I did.

·5· · · · Q· · Please proceed.

·6· · · · A· · I present today for Commission approval an

·7· ·electric service agreement between US Magnesium,

·8· ·LLC, or US Mag, and Rocky Mountain Power, or the

·9· ·Company.

10· · · · · · ·On November 15, 2017, the Commission

11· ·issued an order approving a stipulation and

12· ·settlement agreement filed by Rocky Mountain Power

13· ·to extend the previous contract's term through

14· ·April 30, 2018.· The stipulating parties included

15· ·Rocky Mountain Power, the Office of Consumer

16· ·Services, or the Office, and the Division of Public

17· ·Utilities, or the Division.· In an application dated

18· ·December 29, 2017, Rocky Mountain Power filed for an

19· ·approval of a new electric service agreement, or

20· ·ESA, with US Mag.· The Company now seeks approval of

21· ·this ESA.· The effective date of this new agreement

22· ·is May 1, 2018, and the Company requests the

23· ·Commission approve this new ESA prior to the

24· ·expiration of the current ESA, by April 30, 2018.

25· · · · · · ·US Mag has an interruptible customer of
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·1· ·the Company for many years.· The specific structure

·2· ·and terms of the electric service agreements between

·3· ·the parties have varied somewhat over the years, but

·4· ·the interruptible nature of the contract has been

·5· ·constant.· The structure and terms of the new ESA

·6· ·are similar to those found in the existing

·7· ·agreement, which was approved by the Commission on

·8· ·January 28, 2015, in Docket No. 14-035-143.

·9· · · · · · ·The new ESA has a two-year term covering

10· ·calendar years 2018 and 2019, with one automatic

11· ·one-year extension through the end of 2020, unless

12· ·either party gives 180 days notice to terminate at

13· ·the end of the initial term.· The rates in the new

14· ·ESA are equivalent to the approved rates as of

15· ·December 31, 2017, from the previous contract.· Rate

16· ·changes for US Mag will occur consistent with the

17· ·results of any general rate case or a major plant

18· ·addition case in the state of Utah and will be tied

19· ·to the average percent change for all Utah retail

20· ·customers.

21· · · · · · ·The cost of service study used to set

22· ·US Mag's rate accounts for the interruptible rights

23· ·set forth in the agreement for the purpose of

24· ·reducing peak demand.· The new agreement also

25· ·includes interruptible provisions similar to the

http://www.litigationservices.com


Page 13
·1· ·existing agreement in which the Company is allowed

·2· ·to interrupt US Mag's load in the summer months

·3· ·based on the day-ahead temperature forecast and in

·4· ·the winter months, regardless of temperature.· For

·5· ·the winter months of December and January, the

·6· ·Company has the right to curtail US Mag for two

·7· ·blocks of two hours each for a total of four hours

·8· ·each weekday.· For the summer months of June through

·9· ·September, the Company has the right to curtail

10· ·US Mag for up to four consecutive hours each weekday

11· ·if the day-ahead forecasted temperature at the Salt

12· ·Lake City International Airport exceeds certain

13· ·triggers set forth in the ESA.

14· · · · · · ·The Company can also bank curtailment

15· ·hours during times when interruption is allowed by

16· ·the agreement but not needed by the Company and then

17· ·use those banked hours during times when

18· ·interruption is not otherwise allowed by the

19· ·agreement, but the Company deems interruption is

20· ·needed for operational flexibility.· When provided

21· ·with a notice to curtail, US Mag may elect to either

22· ·physically curtail or to buy through market prices

23· ·if energy is available.

24· · · · · · ·On March 12, 2018, the DPU issued its

25· ·report in which it recommends approval of the ESA
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·1· ·while stating that it will be looking at a cost of

·2· ·service study in the next rate case to inform its

·3· ·decisions regarding any future ESA US Mag and Rocky

·4· ·Mountain Power.

·5· · · · · · ·On March 12, 2018, the OCS issued its

·6· ·report in which it recommends approval of the ESA

·7· ·with the following conditions, to which Rocky

·8· ·Mountain Power has no objections:· The Company will

·9· ·provide to the Office and the Division, US Mag's

10· ·annual report on energy efficiency projects;

11· ·US Magnesium will continue to be subject to

12· ·Schedule 98 REC revenue adjustment.

13· · · · · · ·The Company represents the terms and

14· ·conditions in the US Mag ESA are just and reasonable

15· ·and in the public interest, therefore the Company

16· ·recommends and requests that the Commission approve

17· ·the ESA.

18· · · · · · · · · MR. MCDERMOTT:· Thank you.· No

19· ·further questions.

20· · · · · · · · · OFFICER REIF:· Mr. Jetter.

21· · · · · · · · · MR. JETTER:· I have no questions.

22· · · · · · · · · OFFICER REIF:· You don't wish to put

23· ·on a -- do you have any questions?

24· · · · · · · · · MR. JETTER:· I do not.

25· · · · · · · · · OFFICER REIF:· Okay.· I'm sorry.
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·1· ·Mr. Snarr, do you have any questions?

·2· · · · · · · · · MR. SNARR:· We have no

·3· ·cross-examination.

·4· · · · · · · · · OFFICER REIF:· Mr. Dodge?

·5· · · · · · · · · MR. DODGE:· No, thank you.

·6· · · · · · · · · OFFICER REIF:· My apologies.

·7· ·Mr. Jetter, back to you.· Do you wish to put on a

·8· ·witness?

·9· · · · · · · · · MR. JETTER:· I do, your Honor.· Thank

10· ·you.· The Division would like to have sworn in

11· ·Mr. Jeff Einfeldt.

12· · · · · · · · · OFFICER REIF:· Mr. Einfeldt, good

13· ·morning.· I'm assuming you wish to give your

14· ·testimony from where you are?

15· · · · · · · · · MR. EINFELDT:· Yes.

16· · · · · · · · · OFFICER REIF:· Okay.· So I'll go

17· ·ahead and swear you in.

18· · · · · · · · · ·JEFFREY S. EINFELDT,

19· ·having been first duly sworn to tell the truth, was

20· · · · · · examined and testified as follows:

21· ·BY MR. JETTER:

22· · · · Q· · Mr. Einfeldt, would you please state your

23· ·name and occupation for the record?

24· · · · A· · My name is Jeffrey S. Einfeldt.· I am

25· ·currently employed by the Division of Public
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·1· ·Utilities as a utilities analyst.· My business

·2· ·address is 160 East 200 South, fourth floor.

·3· · · · Q· · Thank you.· Did you file or create and

·4· ·cause to be filed with the Commission, comments from

·5· ·the Division of Public Utilities dated March 12,

·6· ·2018?

·7· · · · A· · Yes.

·8· · · · Q· · And does the recommendation and the

·9· ·comments included in that document still reflect the

10· ·Division's position?

11· · · · A· · Yes.

12· · · · Q· · Have you prepared a brief statement?

13· · · · A· · Yes, very brief.

14· · · · Q· · Please, go ahead.

15· · · · A· · The Division reviewed Rocky Mountain

16· ·Power's filing in this docket.· We met with Rocky

17· ·Mountain Power staff to go over the calculations

18· ·supporting the proposed agreement, and the Division

19· ·has reviewed those calculations and is satisfied

20· ·that they were done correctly.· The Division

21· ·compared the proposed ESA with the current ESA

22· ·between Rocky Mountain Power and US Magnesium and

23· ·found no material changes between the two

24· ·agreements.

25· · · · · · ·The Division recommends that the
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·1· ·Commission approve the proposed ESA as just and

·2· ·reasonable and in the public interest.· That

·3· ·concludes my comments.

·4· · · · · · · · · MR. JETTER:· Thank you.· I have no

·5· ·further questions.

·6· · · · · · · · · OFFICER REIF:· Thank you.

·7· ·Mr. McDermott, do you have any questions of the

·8· ·witness?

·9· · · · · · · · · MR. MCDERMOTT:· No questions.· Thank

10· ·you.

11· · · · · · · · · OFFICER REIF:· Mr. Snarr?

12· · · · · · · · · MR. SNARR:· No questions.

13· · · · · · · · · OFFICER REIF:· Mr. Dodge?

14· · · · · · · · · MR. DODGE:· No questions.

15· · · · · · · · · OFFICER REIF:· Okay.· Mr. Snarr.

16· · · · · · · · · MR. SNARR:· Yes.· On behalf of the

17· ·Office of Consumer Services, we would like to

18· ·present Cheryl Murray as a witness to state our

19· ·position.· Could she be sworn?

20· · · · · · · · · · · CHERYL MURRAY,

21· ·having been first duly sworn to tell the truth, was

22· · · · · · examined and testified as follows:

23· ·BY MR. SNARR:

24· · · · Q· · Please state your name, address, and who

25· ·you represent.

http://www.litigationservices.com


Page 18
·1· · · · A· · My name is Cheryl Murray.· My business

·2· ·address is 160 East 300 South, Salt Lake City.· And

·3· ·I'm testifying on behalf of the Officer of Consumer

·4· ·Services.

·5· · · · Q· · Did you prepare and submit to the

·6· ·Commission a memo dated March 12, 2018, consisting

·7· ·of six pages?

·8· · · · A· · Yes.· I filed both confidential and

·9· ·redacted versions providing the Office's position on

10· ·the proposed US Magnesium electric service

11· ·agreement.

12· · · · Q· · And do you adopt those comments as your

13· ·testimony today?

14· · · · A· · Yes.

15· · · · Q· · Do you have a brief statement that would

16· ·summarize the Office's position?

17· · · · A· · Yes, I do.

18· · · · Q· · Could you please provide that?

19· · · · A· · Yes, thank you.· In a March 12 memo, the

20· ·Office stated its position regarding the ESA between

21· ·Rocky Mountain Power and US Magnesium.· Important

22· ·considerations for the Office were the timing of

23· ·future rate adjustments and surcharges to which

24· ·US Magnesium would be subject, which the Office

25· ·asserts are appropriate elements of the ESA.
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·1· · · · · · ·The Office also identified two issues that

·2· ·we recommended be made conditions for approval of

·3· ·the ESA.· In reply comments filed on April 5, 2018,

·4· ·US Magnesium agreed to one of the conditions,

·5· ·however the condition to which it agreed was not

·6· ·identified.· Today in his summary, Mr. Moore

·7· ·indicates that Rocky Mountain Power agrees to both

·8· ·conditions.· Therefore, the Office recommends that

·9· ·the Commission approve the ESA between Rocky

10· ·Mountain Power and US Magnesium with those two

11· ·conditions and that any approval order specifically

12· ·include those conditions.· That concludes my

13· ·comments.

14· · · · · · · · · MR. SNARR:· Ms. Murray is available

15· ·for questions.

16· · · · · · · · · OFFICER REIF:· Thank you.· Any

17· ·questions of the witness, Mr. McDermott?

18· · · · · · · · · MR. MCDERMOTT:· No, thank you.· No

19· ·questions from the Company.

20· · · · · · · · · OFFICER REIF:· Mr. Jetter?

21· · · · · · · · · MR. JETTER:· No, thank you.

22· · · · · · · · · OFFICER REIF:· Mr. Dodge?

23· · · · · · · · · MR. DODGE:· No questions.

24· · · · · · · · · OFFICER REIF:· Thank you, Ms. Murray.

25· ·Mr. Dodge.
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·1· · · · · · · · · MR. DODGE:· Thank you, Your Honor.

·2· ·Roger Swenson is available to testify, but unless

·3· ·Your Honor or other counsel have questions, we don't

·4· ·feel the need to put him on.· I would like to state

·5· ·that in our reply comments we address primarily the

·6· ·tax issue that we dealt with at the beginning of the

·7· ·hearing, and I would like to confirm that it was

·8· ·US Mag's intent to agree with both of the conditions

·9· ·the Office proposed.· So US Mag does agree with both

10· ·of those conditions being included in the order.

11· ·Sorry, we said one instead of two.· We meant both.

12· ·Thank you.

13· · · · · · · · · OFFICER REIF:· And does US Magnesium

14· ·wish to make any statement as to the just and

15· ·reasonable nature of the agreement?

16· · · · · · · · · MR. DODGE:· We're happy to do that,

17· ·if you think that would be useful.

18· · · · · · · · · OFFICER REIF:· I'm not forcing you.

19· · · · · · · · · MR. DODGE:· Let's ask Mr. Swenson.

20· · · · · · · · · OFFICER REIF:· Mr. Swenson, good

21· ·morning.· I'm going to swear you in before you

22· ·testify.

23· · · · · · · · · · · ROGER SWENSON,

24· ·having been first duly sworn to tell the truth, was

25· · · · · · examined and testified as follows:
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·1· ·BY MR. DODGE:

·2· · · · Q· · Mr. Swenson, tell us who you are and why

·3· ·you're here?

·4· · · · A· · My name is Roger Swenson.· My address is

·5· ·1592 East 3350 South, Salt Lake City, Utah.· I am

·6· ·the energy consultant for US Magnesium.

·7· · · · Q· · Were you responsible for negotiating on

·8· ·behalf of US Magnesium the ESA before the Commission

·9· ·for approval?

10· · · · A· · Yes.· That is one of my responsibilities

11· ·with US Magnesium, is to interact with Rocky

12· ·Mountain Power and negotiate the terms and

13· ·conditions of the agreement.

14· · · · Q· · And can you state your opinion on your

15· ·position, US Mag's position, on whether the contract

16· ·is fair and just and reasonable?

17· · · · A· · We believe that we negotiated in good

18· ·faith and came to terms that were just and

19· ·reasonable and in the public interest.

20· · · · · · · · · MR. DODGE:· Thank you.· No further

21· ·questions.

22· · · · · · · · · OFFICER REIF:· Thank you.

23· ·Mr. McDermott, do you have any questions of the

24· ·witness?

25· · · · · · · · · MR. MCDERMOTT:· No questions.· Thank
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·1· ·you.

·2· · · · · · · · · OFFICER REIF:· Mr. Jetter?

·3· · · · · · · · · MR. JETTER:· No questions.

·4· · · · · · · · · OFFICER REIF:· Mr. Snarr?

·5· · · · · · · · · MR. SNARR:· No questions.

·6· · · · · · · · · OFFICER REIF:· And no questions from

·7· ·the Commission.· So is there anything else that any

·8· ·of the parties wish to address this morning?

·9· · · · · · · · · MR. MCDERMOTT:· Are you prepared to

10· ·rule from the bench on the approval of the contract

11· ·today?

12· · · · · · · · · OFFICER REIF:· Are you making a

13· ·motion?

14· · · · · · · · · MR. MCDERMOTT:· I am making a motion

15· ·for a bench order.

16· · · · · · · · · OFFICER REIF:· Okay.· We'll take that

17· ·under consideration and I will return momentarily.

18· ·Thank you.· Is there any objection to the motion

19· ·before we take a recess?· Okay.

20· · · · · · · · · (A brief recess was taken.)

21· · · · · · · · · OFFICER REIF:· There's been a motion

22· ·for a bench order to approve the ESA that's pending

23· ·before the Commission.· And in reviewing the

24· ·request, the Commission so grants the motion and

25· ·approves the ESA based on the testimony today, which
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·1· ·has indicated that there are no outstanding issues.

·2· ·The requests from the Office have been resolved and

·3· ·each of the witnesses has testified that the

·4· ·agreement is just, reasonable, and in the public

·5· ·interest.· Based on the record before the Commission

·6· ·and the application, and there being no objection,

·7· ·we approve the ESA and will put our order in a

·8· ·written order shortly after this hearing.

·9· · · · · · · · · So thank you very much, and have a

10· ·good rest of the day.

11· · · · · (The hearing concluded at 10:40 a.m.)
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·2· ·STATE OF UTAH· · )

·3· ·COUNTY OF SUMMIT )
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·5· · · · · · ·I, Mary R. Honigman, a Registered Professional

·6· ·Reporter, hereby certify:
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13· ·transcription; and the foregoing transcript constitutes a
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 1                       PROCEEDINGS

 2                  OFFICER REIF:  Good morning.  I'm

 3   Melanie Reif.  I am the administrative law judge and

 4   hearing officer for this case.  And this is the

 5   scheduled hearing in Docket No. 17-035-71.  This

 6   matter is entitled:  Application of Rocky Mountain

 7   Power for Approval of Electric Service Agreement and

 8   Operating Reserves Agreement between PacifiCorp and

 9   US Magnesium, LLC.  Let's start first by taking

10   appearances, please.  Starting with PacifiCorp.

11                  MR. MCDERMOTT:  This is

12   Jacob McDermott on behalf of Rocky Mountain Power.

13                  OFFICER REIF:  Welcome.

14                  MR. JETTER:  Good morning.

15   Justin Jetter with the Utah Attorney General's

16   Office, representing the Utah Division of Public

17   Utilities.  And with me at counsel table is Jeff

18   Einfeldt.

19                  OFFICER REIF:  Thank you.

20                  MR. SNARR:  Good morning.  My name is

21   Steven Snarr.  I'm an Assistant Attorney General

22   representing the Office of Consumer Services, and

23   with me today is Cheryl Murray.

24                  OFFICER REIF:  Thank you and welcome.

25   Just a quick reminder before I turn to Mr. Dodge.

0005

 1   Make sure your microphone is not only on but

 2   somewhere near your face, it will make it much

 3   easier for me to hear you and those in the room.

 4   Mr. Dodge, good morning.

 5                  MR. DODGE:  Good morning.  Gary Dodge

 6   on behalf of US Magnesium, LLC, and Roger Swenson

 7   is here at the table with me.

 8                  OFFICER REIF:  Good morning.

 9   Welcome.  Before we get started this morning,

10   Mr. McDermott, I wanted to make something very clear

11   before we begin the hearing.  And that is, as it

12   relates to the reply comments that were filed by

13   US Magnesium, the Commission is very aware that

14   there is a separate docket pending in this before

15   the Commission.  And to that end, the Commission

16   will not be making any indication as to how we

17   intend to resolve that matter in this hearing, but

18   we do wish to note that we are aware of that pending

19   matter and we anticipate that it will be resolved in

20   the coming weeks.

21                  So with that said, our understanding

22   is that we have an ESA application that is pending

23   before the hearing -- before the Commission, and

24   that is what we intend to hear today.  So if that is

25   what you understand as well and PacifiCorp has filed
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 1   such an ESA, that's what we intend to review.

 2                  MR. DODGE:  May I ask a question on

 3   that issue or at least, raise an issue that is of

 4   concern to US Mag?  We completely agree with Your

 5   Honor's statement that the tax docket is the

 6   appropriate docket for that to be revolved in.  The

 7   problem we have is that there are statements in that

 8   docket that could be interpreted to say that unless

 9   the tax issue is expressly dealt with in the energy

10   services agreement, it shouldn't be -- the reduction

11   shouldn't be passed on to US Mag.  There is no ESA

12   today going forward, and US Mag would prefer to have

13   this matter continued so that it can negotiate,

14   attempt to negotiate, such an amendment if it needs

15   to be in the contract expressly.  Or we would ask

16   the Commission to expressly rule that the fact --

17   that the language in the agreement itself is enough

18   to have the merits of that issue decided in the tax

19   docket.  In other words, the ESA itself says any

20   other charges or credits will be decided by the

21   Commission in an appropriate document.  We simply

22   don't want to get whipsawed with this being approved

23   and then someone arguing in the next docket that

24   because it doesn't expressly say "taxes," that the

25   tax credit should not go there.  I think that's a
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 1   fairly -- I think that's a crazy argument to make to

 2   be honest, but we're fearful that could be made.

 3                  OFFICER REIF:  Mr. Dodge, thank you.

 4   And just to sum up, reiterate, what I've already

 5   said, we don't intend in any way to make an

 6   indication today either implicitly or explicitly how

 7   the Commission intends to address the pending

 8   docket.  And to that end, if the parties wish to

 9   postpone this matter, that certainly is within your

10   purview.  And if you would like some time to discuss

11   that, I would happily step out of the room if you

12   want to discuss that privately and --

13                  MR. DODGE:  We would make a motion --

14   we'll discuss it privately -- to continue this

15   hearing until some time near the end of the month.

16                  OFFICER REIF:  Okay.

17                  MR. DODGE:  And I'm happy to talk and

18   if they're not in agreement, we will still ask for

19   that.

20                  OFFICER REIF:  Okay.  You do realize

21   that the application is pending -- or at least the

22   Commission does realize that the application is

23   pending by application of Rocky Mountain Power.  So

24   with that said, we'll be in recess and if you could

25   kindly just let me know when you're ready to
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 1   commence, I'll come back in and take care of

 2   whatever needs to be taken care of at that point.

 3   Mr. McDermott?  Is everybody on board with that?

 4   Okay.  Very good.

 5                  (A brief recess was taken.)

 6                  OFFICER REIF:  Mr. Dodge?

 7                  MR. DODGE:  Your Honor, we've had

 8   some very good discussions and the parties, I think,

 9   have resolved our concern -- well, the parties have

10   resolved the concern, and I'd like to state what the

11   resolution is and then the other parties can

12   obviously indicate whether I've stated it right.

13   The parties have agreed that the language in the ESA

14   that's before the Commission for approval today,

15   which includes the reference to other credits and

16   surcharges, et cetera, will be applied to US

17   Magnesium only if the Commission decides it in an

18   appropriate docket, and that the appropriate docket

19   for determining that is the tax docket, and that

20   there won't be an argument that, because that

21   language doesn't expressly refer to taxes, that

22   somehow that's not included.  So it will be decided

23   on the merits in the tax docket, as opposed to based

24   on some argument that had to have been in the ESA

25   specifically.  I hope that makes sense.
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 1                  OFFICER REIF:  And that resolves your

 2   concern?

 3                  MR. DODGE:  It does.

 4                  OFFICER REIF:  Mr. McDermott, is that

 5   your understanding?

 6                  MR. MCDERMOTT:  That's my

 7   understanding.  The company's position is that the

 8   tax docket is the appropriate docket to consider

 9   whether those surcharges -- or whether those credits

10   are appropriate for US Magnesium under this

11   agreement.

12                  OFFICER REIF:  Very good.

13   Mr. Jetter.

14                  MR. JETTER:  I would say yes, that

15   also reflects our understanding of what we have

16   agreed to and having just a record today that will,

17   sort of, memorialize -- though it's a strange way to

18   do it, I think it's worthwhile because of the

19   timing, short timing, that reflects -- primarily the

20   Division agrees that that's an appropriate way to go

21   forward.

22                  OFFICER REIF:  Thank you.  Mr. Snarr.

23                  MR. SNARR:  The Office concurs with

24   the explanation provided.

25                  OFFICER REIF:  Thank you.  Okay.  So
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 1   if I am tracking this correctly, we are ready to

 2   proceed on the ESA application; is that correct?

 3                  MR. MCDERMOTT:  That is correct.

 4                  OFFICER REIF:  All right.  Well,

 5   Mr. McDermott, this is your application, so you have

 6   the floor.

 7                  MR. MCDERMOTT:  The Company would

 8   like to call Kyle Moore to testify.

 9                  OFFICER REIF:  Good morning,

10   Mr. Moore.  Would you like to testify from where you

11   are?

12                  MR. MOORE:  Yes, that would be fine.

13                  OFFICER REIF:  Okay.  So I'll swear

14   you in.

15                       KYLE MOORE,

16   having been first duly sworn to tell the truth, was

17            examined and testified as follows:

18   BY MR. MCDERMOTT:

19        Q    Mr. Moore, please state your name,

20   business address, and title.

21        A    My name is Kyle Moore.  I'm a power

22   marketer originator for Rocky Mountain Power, and my

23   business address is 1407 West North Temple Street.

24        Q    Thank you.  And did you work on the

25   contract, the ESA contract, with US Magnesium, LLC?
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 1        A    Yes, I did.

 2        Q    And did you prepare a summary of testimony

 3   for us today?

 4        A    Yes, I did.

 5        Q    Please proceed.

 6        A    I present today for Commission approval an

 7   electric service agreement between US Magnesium,

 8   LLC, or US Mag, and Rocky Mountain Power, or the

 9   Company.

10             On November 15, 2017, the Commission

11   issued an order approving a stipulation and

12   settlement agreement filed by Rocky Mountain Power

13   to extend the previous contract's term through

14   April 30, 2018.  The stipulating parties included

15   Rocky Mountain Power, the Office of Consumer

16   Services, or the Office, and the Division of Public

17   Utilities, or the Division.  In an application dated

18   December 29, 2017, Rocky Mountain Power filed for an

19   approval of a new electric service agreement, or

20   ESA, with US Mag.  The Company now seeks approval of

21   this ESA.  The effective date of this new agreement

22   is May 1, 2018, and the Company requests the

23   Commission approve this new ESA prior to the

24   expiration of the current ESA, by April 30, 2018.

25             US Mag has an interruptible customer of
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 1   the Company for many years.  The specific structure

 2   and terms of the electric service agreements between

 3   the parties have varied somewhat over the years, but

 4   the interruptible nature of the contract has been

 5   constant.  The structure and terms of the new ESA

 6   are similar to those found in the existing

 7   agreement, which was approved by the Commission on

 8   January 28, 2015, in Docket No. 14-035-143.

 9             The new ESA has a two-year term covering

10   calendar years 2018 and 2019, with one automatic

11   one-year extension through the end of 2020, unless

12   either party gives 180 days notice to terminate at

13   the end of the initial term.  The rates in the new

14   ESA are equivalent to the approved rates as of

15   December 31, 2017, from the previous contract.  Rate

16   changes for US Mag will occur consistent with the

17   results of any general rate case or a major plant

18   addition case in the state of Utah and will be tied

19   to the average percent change for all Utah retail

20   customers.

21             The cost of service study used to set

22   US Mag's rate accounts for the interruptible rights

23   set forth in the agreement for the purpose of

24   reducing peak demand.  The new agreement also

25   includes interruptible provisions similar to the
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 1   existing agreement in which the Company is allowed

 2   to interrupt US Mag's load in the summer months

 3   based on the day-ahead temperature forecast and in

 4   the winter months, regardless of temperature.  For

 5   the winter months of December and January, the

 6   Company has the right to curtail US Mag for two

 7   blocks of two hours each for a total of four hours

 8   each weekday.  For the summer months of June through

 9   September, the Company has the right to curtail

10   US Mag for up to four consecutive hours each weekday

11   if the day-ahead forecasted temperature at the Salt

12   Lake City International Airport exceeds certain

13   triggers set forth in the ESA.

14             The Company can also bank curtailment

15   hours during times when interruption is allowed by

16   the agreement but not needed by the Company and then

17   use those banked hours during times when

18   interruption is not otherwise allowed by the

19   agreement, but the Company deems interruption is

20   needed for operational flexibility.  When provided

21   with a notice to curtail, US Mag may elect to either

22   physically curtail or to buy through market prices

23   if energy is available.

24             On March 12, 2018, the DPU issued its

25   report in which it recommends approval of the ESA
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 1   while stating that it will be looking at a cost of

 2   service study in the next rate case to inform its

 3   decisions regarding any future ESA US Mag and Rocky

 4   Mountain Power.

 5             On March 12, 2018, the OCS issued its

 6   report in which it recommends approval of the ESA

 7   with the following conditions, to which Rocky

 8   Mountain Power has no objections:  The Company will

 9   provide to the Office and the Division, US Mag's

10   annual report on energy efficiency projects;

11   US Magnesium will continue to be subject to

12   Schedule 98 REC revenue adjustment.

13             The Company represents the terms and

14   conditions in the US Mag ESA are just and reasonable

15   and in the public interest, therefore the Company

16   recommends and requests that the Commission approve

17   the ESA.

18                  MR. MCDERMOTT:  Thank you.  No

19   further questions.

20                  OFFICER REIF:  Mr. Jetter.

21                  MR. JETTER:  I have no questions.

22                  OFFICER REIF:  You don't wish to put

23   on a -- do you have any questions?

24                  MR. JETTER:  I do not.

25                  OFFICER REIF:  Okay.  I'm sorry.
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 1   Mr. Snarr, do you have any questions?

 2                  MR. SNARR:  We have no

 3   cross-examination.

 4                  OFFICER REIF:  Mr. Dodge?

 5                  MR. DODGE:  No, thank you.

 6                  OFFICER REIF:  My apologies.

 7   Mr. Jetter, back to you.  Do you wish to put on a

 8   witness?

 9                  MR. JETTER:  I do, your Honor.  Thank

10   you.  The Division would like to have sworn in

11   Mr. Jeff Einfeldt.

12                  OFFICER REIF:  Mr. Einfeldt, good

13   morning.  I'm assuming you wish to give your

14   testimony from where you are?

15                  MR. EINFELDT:  Yes.

16                  OFFICER REIF:  Okay.  So I'll go

17   ahead and swear you in.

18                   JEFFREY S. EINFELDT,

19   having been first duly sworn to tell the truth, was

20            examined and testified as follows:

21   BY MR. JETTER:

22        Q    Mr. Einfeldt, would you please state your

23   name and occupation for the record?

24        A    My name is Jeffrey S. Einfeldt.  I am

25   currently employed by the Division of Public
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 1   Utilities as a utilities analyst.  My business

 2   address is 160 East 200 South, fourth floor.

 3        Q    Thank you.  Did you file or create and

 4   cause to be filed with the Commission, comments from

 5   the Division of Public Utilities dated March 12,

 6   2018?

 7        A    Yes.

 8        Q    And does the recommendation and the

 9   comments included in that document still reflect the

10   Division's position?

11        A    Yes.

12        Q    Have you prepared a brief statement?

13        A    Yes, very brief.

14        Q    Please, go ahead.

15        A    The Division reviewed Rocky Mountain

16   Power's filing in this docket.  We met with Rocky

17   Mountain Power staff to go over the calculations

18   supporting the proposed agreement, and the Division

19   has reviewed those calculations and is satisfied

20   that they were done correctly.  The Division

21   compared the proposed ESA with the current ESA

22   between Rocky Mountain Power and US Magnesium and

23   found no material changes between the two

24   agreements.

25             The Division recommends that the
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 1   Commission approve the proposed ESA as just and

 2   reasonable and in the public interest.  That

 3   concludes my comments.

 4                  MR. JETTER:  Thank you.  I have no

 5   further questions.

 6                  OFFICER REIF:  Thank you.

 7   Mr. McDermott, do you have any questions of the

 8   witness?

 9                  MR. MCDERMOTT:  No questions.  Thank

10   you.

11                  OFFICER REIF:  Mr. Snarr?

12                  MR. SNARR:  No questions.

13                  OFFICER REIF:  Mr. Dodge?

14                  MR. DODGE:  No questions.

15                  OFFICER REIF:  Okay.  Mr. Snarr.

16                  MR. SNARR:  Yes.  On behalf of the

17   Office of Consumer Services, we would like to

18   present Cheryl Murray as a witness to state our

19   position.  Could she be sworn?

20                      CHERYL MURRAY,

21   having been first duly sworn to tell the truth, was

22            examined and testified as follows:

23   BY MR. SNARR:

24        Q    Please state your name, address, and who

25   you represent.
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 1        A    My name is Cheryl Murray.  My business

 2   address is 160 East 300 South, Salt Lake City.  And

 3   I'm testifying on behalf of the Officer of Consumer

 4   Services.

 5        Q    Did you prepare and submit to the

 6   Commission a memo dated March 12, 2018, consisting

 7   of six pages?

 8        A    Yes.  I filed both confidential and

 9   redacted versions providing the Office's position on

10   the proposed US Magnesium electric service

11   agreement.

12        Q    And do you adopt those comments as your

13   testimony today?

14        A    Yes.

15        Q    Do you have a brief statement that would

16   summarize the Office's position?

17        A    Yes, I do.

18        Q    Could you please provide that?

19        A    Yes, thank you.  In a March 12 memo, the

20   Office stated its position regarding the ESA between

21   Rocky Mountain Power and US Magnesium.  Important

22   considerations for the Office were the timing of

23   future rate adjustments and surcharges to which

24   US Magnesium would be subject, which the Office

25   asserts are appropriate elements of the ESA.
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 1             The Office also identified two issues that

 2   we recommended be made conditions for approval of

 3   the ESA.  In reply comments filed on April 5, 2018,

 4   US Magnesium agreed to one of the conditions,

 5   however the condition to which it agreed was not

 6   identified.  Today in his summary, Mr. Moore

 7   indicates that Rocky Mountain Power agrees to both

 8   conditions.  Therefore, the Office recommends that

 9   the Commission approve the ESA between Rocky

10   Mountain Power and US Magnesium with those two

11   conditions and that any approval order specifically

12   include those conditions.  That concludes my

13   comments.

14                  MR. SNARR:  Ms. Murray is available

15   for questions.

16                  OFFICER REIF:  Thank you.  Any

17   questions of the witness, Mr. McDermott?

18                  MR. MCDERMOTT:  No, thank you.  No

19   questions from the Company.

20                  OFFICER REIF:  Mr. Jetter?

21                  MR. JETTER:  No, thank you.

22                  OFFICER REIF:  Mr. Dodge?

23                  MR. DODGE:  No questions.

24                  OFFICER REIF:  Thank you, Ms. Murray.

25   Mr. Dodge.
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 1                  MR. DODGE:  Thank you, Your Honor.

 2   Roger Swenson is available to testify, but unless

 3   Your Honor or other counsel have questions, we don't

 4   feel the need to put him on.  I would like to state

 5   that in our reply comments we address primarily the

 6   tax issue that we dealt with at the beginning of the

 7   hearing, and I would like to confirm that it was

 8   US Mag's intent to agree with both of the conditions

 9   the Office proposed.  So US Mag does agree with both

10   of those conditions being included in the order.

11   Sorry, we said one instead of two.  We meant both.

12   Thank you.

13                  OFFICER REIF:  And does US Magnesium

14   wish to make any statement as to the just and

15   reasonable nature of the agreement?

16                  MR. DODGE:  We're happy to do that,

17   if you think that would be useful.

18                  OFFICER REIF:  I'm not forcing you.

19                  MR. DODGE:  Let's ask Mr. Swenson.

20                  OFFICER REIF:  Mr. Swenson, good

21   morning.  I'm going to swear you in before you

22   testify.

23                      ROGER SWENSON,

24   having been first duly sworn to tell the truth, was

25            examined and testified as follows:
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 1   BY MR. DODGE:

 2        Q    Mr. Swenson, tell us who you are and why

 3   you're here?

 4        A    My name is Roger Swenson.  My address is

 5   1592 East 3350 South, Salt Lake City, Utah.  I am

 6   the energy consultant for US Magnesium.

 7        Q    Were you responsible for negotiating on

 8   behalf of US Magnesium the ESA before the Commission

 9   for approval?

10        A    Yes.  That is one of my responsibilities

11   with US Magnesium, is to interact with Rocky

12   Mountain Power and negotiate the terms and

13   conditions of the agreement.

14        Q    And can you state your opinion on your

15   position, US Mag's position, on whether the contract

16   is fair and just and reasonable?

17        A    We believe that we negotiated in good

18   faith and came to terms that were just and

19   reasonable and in the public interest.

20                  MR. DODGE:  Thank you.  No further

21   questions.

22                  OFFICER REIF:  Thank you.

23   Mr. McDermott, do you have any questions of the

24   witness?

25                  MR. MCDERMOTT:  No questions.  Thank
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 1   you.

 2                  OFFICER REIF:  Mr. Jetter?

 3                  MR. JETTER:  No questions.

 4                  OFFICER REIF:  Mr. Snarr?

 5                  MR. SNARR:  No questions.

 6                  OFFICER REIF:  And no questions from

 7   the Commission.  So is there anything else that any

 8   of the parties wish to address this morning?

 9                  MR. MCDERMOTT:  Are you prepared to

10   rule from the bench on the approval of the contract

11   today?

12                  OFFICER REIF:  Are you making a

13   motion?

14                  MR. MCDERMOTT:  I am making a motion

15   for a bench order.

16                  OFFICER REIF:  Okay.  We'll take that

17   under consideration and I will return momentarily.

18   Thank you.  Is there any objection to the motion

19   before we take a recess?  Okay.

20                  (A brief recess was taken.)

21                  OFFICER REIF:  There's been a motion

22   for a bench order to approve the ESA that's pending

23   before the Commission.  And in reviewing the

24   request, the Commission so grants the motion and

25   approves the ESA based on the testimony today, which

0023

 1   has indicated that there are no outstanding issues.

 2   The requests from the Office have been resolved and

 3   each of the witnesses has testified that the

 4   agreement is just, reasonable, and in the public

 5   interest.  Based on the record before the Commission

 6   and the application, and there being no objection,

 7   we approve the ESA and will put our order in a

 8   written order shortly after this hearing.

 9                  So thank you very much, and have a

10   good rest of the day.

11          (The hearing concluded at 10:40 a.m.)
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		101						LN		4		2		false		           2                  OFFICER REIF:  Good morning.  I'm				false

		102						LN		4		3		false		           3   Melanie Reif.  I am the administrative law judge and				false

		103						LN		4		4		false		           4   hearing officer for this case.  And this is the				false

		104						LN		4		5		false		           5   scheduled hearing in Docket No. 17-035-71.  This				false
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		106						LN		4		7		false		           7   Power for Approval of Electric Service Agreement and				false
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		108						LN		4		9		false		           9   US Magnesium, LLC.  Let's start first by taking				false
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		110						LN		4		11		false		          11                  MR. MCDERMOTT:  This is				false
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		120						LN		4		21		false		          21   Steven Snarr.  I'm an Assistant Attorney General				false

		121						LN		4		22		false		          22   representing the Office of Consumer Services, and				false

		122						LN		4		23		false		          23   with me today is Cheryl Murray.				false
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		127						LN		5		2		false		           2   somewhere near your face, it will make it much				false

		128						LN		5		3		false		           3   easier for me to hear you and those in the room.				false

		129						LN		5		4		false		           4   Mr. Dodge, good morning.				false

		130						LN		5		5		false		           5                  MR. DODGE:  Good morning.  Gary Dodge				false

		131						LN		5		6		false		           6   on behalf of US Magnesium, LLC, and Roger Swenson				false

		132						LN		5		7		false		           7   is here at the table with me.				false

		133						LN		5		8		false		           8                  OFFICER REIF:  Good morning.				false

		134						LN		5		9		false		           9   Welcome.  Before we get started this morning,				false

		135						LN		5		10		false		          10   Mr. McDermott, I wanted to make something very clear				false

		136						LN		5		11		false		          11   before we begin the hearing.  And that is, as it				false

		137						LN		5		12		false		          12   relates to the reply comments that were filed by				false

		138						LN		5		13		false		          13   US Magnesium, the Commission is very aware that				false

		139						LN		5		14		false		          14   there is a separate docket pending in this before				false

		140						LN		5		15		false		          15   the Commission.  And to that end, the Commission				false

		141						LN		5		16		false		          16   will not be making any indication as to how we				false

		142						LN		5		17		false		          17   intend to resolve that matter in this hearing, but				false

		143						LN		5		18		false		          18   we do wish to note that we are aware of that pending				false

		144						LN		5		19		false		          19   matter and we anticipate that it will be resolved in				false

		145						LN		5		20		false		          20   the coming weeks.				false

		146						LN		5		21		false		          21                  So with that said, our understanding				false

		147						LN		5		22		false		          22   is that we have an ESA application that is pending				false

		148						LN		5		23		false		          23   before the hearing -- before the Commission, and				false

		149						LN		5		24		false		          24   that is what we intend to hear today.  So if that is				false

		150						LN		5		25		false		          25   what you understand as well and PacifiCorp has filed				false
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		153						LN		6		2		false		           2                  MR. DODGE:  May I ask a question on				false

		154						LN		6		3		false		           3   that issue or at least, raise an issue that is of				false

		155						LN		6		4		false		           4   concern to US Mag?  We completely agree with Your				false
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		165						LN		6		14		false		          14   attempt to negotiate, such an amendment if it needs				false

		166						LN		6		15		false		          15   to be in the contract expressly.  Or we would ask				false

		167						LN		6		16		false		          16   the Commission to expressly rule that the fact --				false

		168						LN		6		17		false		          17   that the language in the agreement itself is enough				false

		169						LN		6		18		false		          18   to have the merits of that issue decided in the tax				false

		170						LN		6		19		false		          19   docket.  In other words, the ESA itself says any				false

		171						LN		6		20		false		          20   other charges or credits will be decided by the				false

		172						LN		6		21		false		          21   Commission in an appropriate document.  We simply				false
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		187						LN		7		10		false		          10   purview.  And if you would like some time to discuss				false
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		190						LN		7		13		false		          13                  MR. DODGE:  We would make a motion --				false
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		192						LN		7		15		false		          15   hearing until some time near the end of the month.				false

		193						LN		7		16		false		          16                  OFFICER REIF:  Okay.				false

		194						LN		7		17		false		          17                  MR. DODGE:  And I'm happy to talk and				false

		195						LN		7		18		false		          18   if they're not in agreement, we will still ask for				false

		196						LN		7		19		false		          19   that.				false
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		199						LN		7		22		false		          22   Commission does realize that the application is				false
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		221						LN		8		18		false		          18   appropriate docket, and that the appropriate docket				false
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		237						LN		9		8		false		           8   tax docket is the appropriate docket to consider				false
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		243						LN		9		14		false		          14                  MR. JETTER:  I would say yes, that				false

		244						LN		9		15		false		          15   also reflects our understanding of what we have				false

		245						LN		9		16		false		          16   agreed to and having just a record today that will,				false

		246						LN		9		17		false		          17   sort of, memorialize -- though it's a strange way to				false

		247						LN		9		18		false		          18   do it, I think it's worthwhile because of the				false

		248						LN		9		19		false		          19   timing, short timing, that reflects -- primarily the				false

		249						LN		9		20		false		          20   Division agrees that that's an appropriate way to go				false

		250						LN		9		21		false		          21   forward.				false

		251						LN		9		22		false		          22                  OFFICER REIF:  Thank you.  Mr. Snarr.				false

		252						LN		9		23		false		          23                  MR. SNARR:  The Office concurs with				false
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		257						LN		10		2		false		           2   proceed on the ESA application; is that correct?				false

		258						LN		10		3		false		           3                  MR. MCDERMOTT:  That is correct.				false
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		264						LN		10		9		false		           9                  OFFICER REIF:  Good morning,				false

		265						LN		10		10		false		          10   Mr. Moore.  Would you like to testify from where you				false
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		267						LN		10		12		false		          12                  MR. MOORE:  Yes, that would be fine.				false
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		272						LN		10		17		false		          17            examined and testified as follows:				false

		273						LN		10		18		false		          18   BY MR. MCDERMOTT:				false

		274						LN		10		19		false		          19        Q    Mr. Moore, please state your name,				false

		275						LN		10		20		false		          20   business address, and title.				false

		276						LN		10		21		false		          21        A    My name is Kyle Moore.  I'm a power				false

		277						LN		10		22		false		          22   marketer originator for Rocky Mountain Power, and my				false

		278						LN		10		23		false		          23   business address is 1407 West North Temple Street.				false

		279						LN		10		24		false		          24        Q    Thank you.  And did you work on the				false
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		296						LN		11		15		false		          15   Rocky Mountain Power, the Office of Consumer				false

		297						LN		11		16		false		          16   Services, or the Office, and the Division of Public				false

		298						LN		11		17		false		          17   Utilities, or the Division.  In an application dated				false

		299						LN		11		18		false		          18   December 29, 2017, Rocky Mountain Power filed for an				false

		300						LN		11		19		false		          19   approval of a new electric service agreement, or				false

		301						LN		11		20		false		          20   ESA, with US Mag.  The Company now seeks approval of				false

		302						LN		11		21		false		          21   this ESA.  The effective date of this new agreement				false

		303						LN		11		22		false		          22   is May 1, 2018, and the Company requests the				false

		304						LN		11		23		false		          23   Commission approve this new ESA prior to the				false

		305						LN		11		24		false		          24   expiration of the current ESA, by April 30, 2018.				false

		306						LN		11		25		false		          25             US Mag has an interruptible customer of				false
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		308						LN		12		1		false		           1   the Company for many years.  The specific structure				false

		309						LN		12		2		false		           2   and terms of the electric service agreements between				false

		310						LN		12		3		false		           3   the parties have varied somewhat over the years, but				false

		311						LN		12		4		false		           4   the interruptible nature of the contract has been				false

		312						LN		12		5		false		           5   constant.  The structure and terms of the new ESA				false
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		314						LN		12		7		false		           7   agreement, which was approved by the Commission on				false

		315						LN		12		8		false		           8   January 28, 2015, in Docket No. 14-035-143.				false

		316						LN		12		9		false		           9             The new ESA has a two-year term covering				false

		317						LN		12		10		false		          10   calendar years 2018 and 2019, with one automatic				false

		318						LN		12		11		false		          11   one-year extension through the end of 2020, unless				false

		319						LN		12		12		false		          12   either party gives 180 days notice to terminate at				false

		320						LN		12		13		false		          13   the end of the initial term.  The rates in the new				false

		321						LN		12		14		false		          14   ESA are equivalent to the approved rates as of				false

		322						LN		12		15		false		          15   December 31, 2017, from the previous contract.  Rate				false

		323						LN		12		16		false		          16   changes for US Mag will occur consistent with the				false

		324						LN		12		17		false		          17   results of any general rate case or a major plant				false

		325						LN		12		18		false		          18   addition case in the state of Utah and will be tied				false

		326						LN		12		19		false		          19   to the average percent change for all Utah retail				false

		327						LN		12		20		false		          20   customers.				false

		328						LN		12		21		false		          21             The cost of service study used to set				false

		329						LN		12		22		false		          22   US Mag's rate accounts for the interruptible rights				false

		330						LN		12		23		false		          23   set forth in the agreement for the purpose of				false
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		334						LN		13		1		false		           1   existing agreement in which the Company is allowed				false

		335						LN		13		2		false		           2   to interrupt US Mag's load in the summer months				false

		336						LN		13		3		false		           3   based on the day-ahead temperature forecast and in				false
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		344						LN		13		11		false		          11   if the day-ahead forecasted temperature at the Salt				false

		345						LN		13		12		false		          12   Lake City International Airport exceeds certain				false

		346						LN		13		13		false		          13   triggers set forth in the ESA.				false

		347						LN		13		14		false		          14             The Company can also bank curtailment				false

		348						LN		13		15		false		          15   hours during times when interruption is allowed by				false

		349						LN		13		16		false		          16   the agreement but not needed by the Company and then				false

		350						LN		13		17		false		          17   use those banked hours during times when				false

		351						LN		13		18		false		          18   interruption is not otherwise allowed by the				false

		352						LN		13		19		false		          19   agreement, but the Company deems interruption is				false

		353						LN		13		20		false		          20   needed for operational flexibility.  When provided				false

		354						LN		13		21		false		          21   with a notice to curtail, US Mag may elect to either				false

		355						LN		13		22		false		          22   physically curtail or to buy through market prices				false

		356						LN		13		23		false		          23   if energy is available.				false

		357						LN		13		24		false		          24             On March 12, 2018, the DPU issued its				false

		358						LN		13		25		false		          25   report in which it recommends approval of the ESA				false

		359						PG		14		0		false		page 14				false

		360						LN		14		1		false		           1   while stating that it will be looking at a cost of				false

		361						LN		14		2		false		           2   service study in the next rate case to inform its				false

		362						LN		14		3		false		           3   decisions regarding any future ESA US Mag and Rocky				false

		363						LN		14		4		false		           4   Mountain Power.				false

		364						LN		14		5		false		           5             On March 12, 2018, the OCS issued its				false

		365						LN		14		6		false		           6   report in which it recommends approval of the ESA				false

		366						LN		14		7		false		           7   with the following conditions, to which Rocky				false

		367						LN		14		8		false		           8   Mountain Power has no objections:  The Company will				false

		368						LN		14		9		false		           9   provide to the Office and the Division, US Mag's				false

		369						LN		14		10		false		          10   annual report on energy efficiency projects;				false

		370						LN		14		11		false		          11   US Magnesium will continue to be subject to				false

		371						LN		14		12		false		          12   Schedule 98 REC revenue adjustment.				false

		372						LN		14		13		false		          13             The Company represents the terms and				false

		373						LN		14		14		false		          14   conditions in the US Mag ESA are just and reasonable				false

		374						LN		14		15		false		          15   and in the public interest, therefore the Company				false

		375						LN		14		16		false		          16   recommends and requests that the Commission approve				false

		376						LN		14		17		false		          17   the ESA.				false

		377						LN		14		18		false		          18                  MR. MCDERMOTT:  Thank you.  No				false

		378						LN		14		19		false		          19   further questions.				false

		379						LN		14		20		false		          20                  OFFICER REIF:  Mr. Jetter.				false

		380						LN		14		21		false		          21                  MR. JETTER:  I have no questions.				false

		381						LN		14		22		false		          22                  OFFICER REIF:  You don't wish to put				false

		382						LN		14		23		false		          23   on a -- do you have any questions?				false

		383						LN		14		24		false		          24                  MR. JETTER:  I do not.				false

		384						LN		14		25		false		          25                  OFFICER REIF:  Okay.  I'm sorry.				false

		385						PG		15		0		false		page 15				false

		386						LN		15		1		false		           1   Mr. Snarr, do you have any questions?				false

		387						LN		15		2		false		           2                  MR. SNARR:  We have no				false

		388						LN		15		3		false		           3   cross-examination.				false

		389						LN		15		4		false		           4                  OFFICER REIF:  Mr. Dodge?				false

		390						LN		15		5		false		           5                  MR. DODGE:  No, thank you.				false

		391						LN		15		6		false		           6                  OFFICER REIF:  My apologies.				false

		392						LN		15		7		false		           7   Mr. Jetter, back to you.  Do you wish to put on a				false

		393						LN		15		8		false		           8   witness?				false

		394						LN		15		9		false		           9                  MR. JETTER:  I do, your Honor.  Thank				false

		395						LN		15		10		false		          10   you.  The Division would like to have sworn in				false

		396						LN		15		11		false		          11   Mr. Jeff Einfeldt.				false

		397						LN		15		12		false		          12                  OFFICER REIF:  Mr. Einfeldt, good				false

		398						LN		15		13		false		          13   morning.  I'm assuming you wish to give your				false

		399						LN		15		14		false		          14   testimony from where you are?				false

		400						LN		15		15		false		          15                  MR. EINFELDT:  Yes.				false

		401						LN		15		16		false		          16                  OFFICER REIF:  Okay.  So I'll go				false

		402						LN		15		17		false		          17   ahead and swear you in.				false

		403						LN		15		18		false		          18                   JEFFREY S. EINFELDT,				false

		404						LN		15		19		false		          19   having been first duly sworn to tell the truth, was				false

		405						LN		15		20		false		          20            examined and testified as follows:				false

		406						LN		15		21		false		          21   BY MR. JETTER:				false

		407						LN		15		22		false		          22        Q    Mr. Einfeldt, would you please state your				false

		408						LN		15		23		false		          23   name and occupation for the record?				false

		409						LN		15		24		false		          24        A    My name is Jeffrey S. Einfeldt.  I am				false

		410						LN		15		25		false		          25   currently employed by the Division of Public				false

		411						PG		16		0		false		page 16				false

		412						LN		16		1		false		           1   Utilities as a utilities analyst.  My business				false

		413						LN		16		2		false		           2   address is 160 East 200 South, fourth floor.				false

		414						LN		16		3		false		           3        Q    Thank you.  Did you file or create and				false

		415						LN		16		4		false		           4   cause to be filed with the Commission, comments from				false

		416						LN		16		5		false		           5   the Division of Public Utilities dated March 12,				false

		417						LN		16		6		false		           6   2018?				false

		418						LN		16		7		false		           7        A    Yes.				false

		419						LN		16		8		false		           8        Q    And does the recommendation and the				false

		420						LN		16		9		false		           9   comments included in that document still reflect the				false

		421						LN		16		10		false		          10   Division's position?				false

		422						LN		16		11		false		          11        A    Yes.				false

		423						LN		16		12		false		          12        Q    Have you prepared a brief statement?				false

		424						LN		16		13		false		          13        A    Yes, very brief.				false

		425						LN		16		14		false		          14        Q    Please, go ahead.				false

		426						LN		16		15		false		          15        A    The Division reviewed Rocky Mountain				false

		427						LN		16		16		false		          16   Power's filing in this docket.  We met with Rocky				false

		428						LN		16		17		false		          17   Mountain Power staff to go over the calculations				false

		429						LN		16		18		false		          18   supporting the proposed agreement, and the Division				false

		430						LN		16		19		false		          19   has reviewed those calculations and is satisfied				false

		431						LN		16		20		false		          20   that they were done correctly.  The Division				false

		432						LN		16		21		false		          21   compared the proposed ESA with the current ESA				false

		433						LN		16		22		false		          22   between Rocky Mountain Power and US Magnesium and				false

		434						LN		16		23		false		          23   found no material changes between the two				false

		435						LN		16		24		false		          24   agreements.				false

		436						LN		16		25		false		          25             The Division recommends that the				false

		437						PG		17		0		false		page 17				false

		438						LN		17		1		false		           1   Commission approve the proposed ESA as just and				false

		439						LN		17		2		false		           2   reasonable and in the public interest.  That				false

		440						LN		17		3		false		           3   concludes my comments.				false

		441						LN		17		4		false		           4                  MR. JETTER:  Thank you.  I have no				false

		442						LN		17		5		false		           5   further questions.				false

		443						LN		17		6		false		           6                  OFFICER REIF:  Thank you.				false

		444						LN		17		7		false		           7   Mr. McDermott, do you have any questions of the				false

		445						LN		17		8		false		           8   witness?				false

		446						LN		17		9		false		           9                  MR. MCDERMOTT:  No questions.  Thank				false

		447						LN		17		10		false		          10   you.				false

		448						LN		17		11		false		          11                  OFFICER REIF:  Mr. Snarr?				false

		449						LN		17		12		false		          12                  MR. SNARR:  No questions.				false

		450						LN		17		13		false		          13                  OFFICER REIF:  Mr. Dodge?				false

		451						LN		17		14		false		          14                  MR. DODGE:  No questions.				false

		452						LN		17		15		false		          15                  OFFICER REIF:  Okay.  Mr. Snarr.				false

		453						LN		17		16		false		          16                  MR. SNARR:  Yes.  On behalf of the				false

		454						LN		17		17		false		          17   Office of Consumer Services, we would like to				false

		455						LN		17		18		false		          18   present Cheryl Murray as a witness to state our				false

		456						LN		17		19		false		          19   position.  Could she be sworn?				false

		457						LN		17		20		false		          20                      CHERYL MURRAY,				false

		458						LN		17		21		false		          21   having been first duly sworn to tell the truth, was				false

		459						LN		17		22		false		          22            examined and testified as follows:				false

		460						LN		17		23		false		          23   BY MR. SNARR:				false

		461						LN		17		24		false		          24        Q    Please state your name, address, and who				false

		462						LN		17		25		false		          25   you represent.				false

		463						PG		18		0		false		page 18				false

		464						LN		18		1		false		           1        A    My name is Cheryl Murray.  My business				false

		465						LN		18		2		false		           2   address is 160 East 300 South, Salt Lake City.  And				false

		466						LN		18		3		false		           3   I'm testifying on behalf of the Officer of Consumer				false

		467						LN		18		4		false		           4   Services.				false

		468						LN		18		5		false		           5        Q    Did you prepare and submit to the				false

		469						LN		18		6		false		           6   Commission a memo dated March 12, 2018, consisting				false

		470						LN		18		7		false		           7   of six pages?				false

		471						LN		18		8		false		           8        A    Yes.  I filed both confidential and				false

		472						LN		18		9		false		           9   redacted versions providing the Office's position on				false

		473						LN		18		10		false		          10   the proposed US Magnesium electric service				false

		474						LN		18		11		false		          11   agreement.				false

		475						LN		18		12		false		          12        Q    And do you adopt those comments as your				false

		476						LN		18		13		false		          13   testimony today?				false

		477						LN		18		14		false		          14        A    Yes.				false

		478						LN		18		15		false		          15        Q    Do you have a brief statement that would				false

		479						LN		18		16		false		          16   summarize the Office's position?				false

		480						LN		18		17		false		          17        A    Yes, I do.				false

		481						LN		18		18		false		          18        Q    Could you please provide that?				false

		482						LN		18		19		false		          19        A    Yes, thank you.  In a March 12 memo, the				false

		483						LN		18		20		false		          20   Office stated its position regarding the ESA between				false

		484						LN		18		21		false		          21   Rocky Mountain Power and US Magnesium.  Important				false

		485						LN		18		22		false		          22   considerations for the Office were the timing of				false

		486						LN		18		23		false		          23   future rate adjustments and surcharges to which				false

		487						LN		18		24		false		          24   US Magnesium would be subject, which the Office				false

		488						LN		18		25		false		          25   asserts are appropriate elements of the ESA.				false

		489						PG		19		0		false		page 19				false

		490						LN		19		1		false		           1             The Office also identified two issues that				false

		491						LN		19		2		false		           2   we recommended be made conditions for approval of				false

		492						LN		19		3		false		           3   the ESA.  In reply comments filed on April 5, 2018,				false

		493						LN		19		4		false		           4   US Magnesium agreed to one of the conditions,				false

		494						LN		19		5		false		           5   however the condition to which it agreed was not				false

		495						LN		19		6		false		           6   identified.  Today in his summary, Mr. Moore				false

		496						LN		19		7		false		           7   indicates that Rocky Mountain Power agrees to both				false

		497						LN		19		8		false		           8   conditions.  Therefore, the Office recommends that				false

		498						LN		19		9		false		           9   the Commission approve the ESA between Rocky				false

		499						LN		19		10		false		          10   Mountain Power and US Magnesium with those two				false

		500						LN		19		11		false		          11   conditions and that any approval order specifically				false

		501						LN		19		12		false		          12   include those conditions.  That concludes my				false

		502						LN		19		13		false		          13   comments.				false

		503						LN		19		14		false		          14                  MR. SNARR:  Ms. Murray is available				false

		504						LN		19		15		false		          15   for questions.				false

		505						LN		19		16		false		          16                  OFFICER REIF:  Thank you.  Any				false

		506						LN		19		17		false		          17   questions of the witness, Mr. McDermott?				false

		507						LN		19		18		false		          18                  MR. MCDERMOTT:  No, thank you.  No				false

		508						LN		19		19		false		          19   questions from the Company.				false

		509						LN		19		20		false		          20                  OFFICER REIF:  Mr. Jetter?				false

		510						LN		19		21		false		          21                  MR. JETTER:  No, thank you.				false

		511						LN		19		22		false		          22                  OFFICER REIF:  Mr. Dodge?				false

		512						LN		19		23		false		          23                  MR. DODGE:  No questions.				false

		513						LN		19		24		false		          24                  OFFICER REIF:  Thank you, Ms. Murray.				false

		514						LN		19		25		false		          25   Mr. Dodge.				false

		515						PG		20		0		false		page 20				false

		516						LN		20		1		false		           1                  MR. DODGE:  Thank you, Your Honor.				false

		517						LN		20		2		false		           2   Roger Swenson is available to testify, but unless				false

		518						LN		20		3		false		           3   Your Honor or other counsel have questions, we don't				false

		519						LN		20		4		false		           4   feel the need to put him on.  I would like to state				false

		520						LN		20		5		false		           5   that in our reply comments we address primarily the				false

		521						LN		20		6		false		           6   tax issue that we dealt with at the beginning of the				false

		522						LN		20		7		false		           7   hearing, and I would like to confirm that it was				false

		523						LN		20		8		false		           8   US Mag's intent to agree with both of the conditions				false

		524						LN		20		9		false		           9   the Office proposed.  So US Mag does agree with both				false

		525						LN		20		10		false		          10   of those conditions being included in the order.				false

		526						LN		20		11		false		          11   Sorry, we said one instead of two.  We meant both.				false

		527						LN		20		12		false		          12   Thank you.				false

		528						LN		20		13		false		          13                  OFFICER REIF:  And does US Magnesium				false

		529						LN		20		14		false		          14   wish to make any statement as to the just and				false

		530						LN		20		15		false		          15   reasonable nature of the agreement?				false

		531						LN		20		16		false		          16                  MR. DODGE:  We're happy to do that,				false

		532						LN		20		17		false		          17   if you think that would be useful.				false

		533						LN		20		18		false		          18                  OFFICER REIF:  I'm not forcing you.				false

		534						LN		20		19		false		          19                  MR. DODGE:  Let's ask Mr. Swenson.				false

		535						LN		20		20		false		          20                  OFFICER REIF:  Mr. Swenson, good				false

		536						LN		20		21		false		          21   morning.  I'm going to swear you in before you				false

		537						LN		20		22		false		          22   testify.				false

		538						LN		20		23		false		          23                      ROGER SWENSON,				false

		539						LN		20		24		false		          24   having been first duly sworn to tell the truth, was				false

		540						LN		20		25		false		          25            examined and testified as follows:				false

		541						PG		21		0		false		page 21				false

		542						LN		21		1		false		           1   BY MR. DODGE:				false

		543						LN		21		2		false		           2        Q    Mr. Swenson, tell us who you are and why				false

		544						LN		21		3		false		           3   you're here?				false

		545						LN		21		4		false		           4        A    My name is Roger Swenson.  My address is				false

		546						LN		21		5		false		           5   1592 East 3350 South, Salt Lake City, Utah.  I am				false

		547						LN		21		6		false		           6   the energy consultant for US Magnesium.				false

		548						LN		21		7		false		           7        Q    Were you responsible for negotiating on				false

		549						LN		21		8		false		           8   behalf of US Magnesium the ESA before the Commission				false

		550						LN		21		9		false		           9   for approval?				false

		551						LN		21		10		false		          10        A    Yes.  That is one of my responsibilities				false

		552						LN		21		11		false		          11   with US Magnesium, is to interact with Rocky				false

		553						LN		21		12		false		          12   Mountain Power and negotiate the terms and				false

		554						LN		21		13		false		          13   conditions of the agreement.				false

		555						LN		21		14		false		          14        Q    And can you state your opinion on your				false

		556						LN		21		15		false		          15   position, US Mag's position, on whether the contract				false

		557						LN		21		16		false		          16   is fair and just and reasonable?				false

		558						LN		21		17		false		          17        A    We believe that we negotiated in good				false

		559						LN		21		18		false		          18   faith and came to terms that were just and				false

		560						LN		21		19		false		          19   reasonable and in the public interest.				false

		561						LN		21		20		false		          20                  MR. DODGE:  Thank you.  No further				false

		562						LN		21		21		false		          21   questions.				false

		563						LN		21		22		false		          22                  OFFICER REIF:  Thank you.				false

		564						LN		21		23		false		          23   Mr. McDermott, do you have any questions of the				false

		565						LN		21		24		false		          24   witness?				false

		566						LN		21		25		false		          25                  MR. MCDERMOTT:  No questions.  Thank				false

		567						PG		22		0		false		page 22				false

		568						LN		22		1		false		           1   you.				false

		569						LN		22		2		false		           2                  OFFICER REIF:  Mr. Jetter?				false

		570						LN		22		3		false		           3                  MR. JETTER:  No questions.				false

		571						LN		22		4		false		           4                  OFFICER REIF:  Mr. Snarr?				false

		572						LN		22		5		false		           5                  MR. SNARR:  No questions.				false

		573						LN		22		6		false		           6                  OFFICER REIF:  And no questions from				false

		574						LN		22		7		false		           7   the Commission.  So is there anything else that any				false

		575						LN		22		8		false		           8   of the parties wish to address this morning?				false

		576						LN		22		9		false		           9                  MR. MCDERMOTT:  Are you prepared to				false

		577						LN		22		10		false		          10   rule from the bench on the approval of the contract				false

		578						LN		22		11		false		          11   today?				false

		579						LN		22		12		false		          12                  OFFICER REIF:  Are you making a				false

		580						LN		22		13		false		          13   motion?				false

		581						LN		22		14		false		          14                  MR. MCDERMOTT:  I am making a motion				false

		582						LN		22		15		false		          15   for a bench order.				false

		583						LN		22		16		false		          16                  OFFICER REIF:  Okay.  We'll take that				false

		584						LN		22		17		false		          17   under consideration and I will return momentarily.				false

		585						LN		22		18		false		          18   Thank you.  Is there any objection to the motion				false

		586						LN		22		19		false		          19   before we take a recess?  Okay.				false

		587						LN		22		20		false		          20                  (A brief recess was taken.)				false

		588						LN		22		21		false		          21                  OFFICER REIF:  There's been a motion				false

		589						LN		22		22		false		          22   for a bench order to approve the ESA that's pending				false

		590						LN		22		23		false		          23   before the Commission.  And in reviewing the				false

		591						LN		22		24		false		          24   request, the Commission so grants the motion and				false

		592						LN		22		25		false		          25   approves the ESA based on the testimony today, which				false

		593						PG		23		0		false		page 23				false

		594						LN		23		1		false		           1   has indicated that there are no outstanding issues.				false

		595						LN		23		2		false		           2   The requests from the Office have been resolved and				false

		596						LN		23		3		false		           3   each of the witnesses has testified that the				false

		597						LN		23		4		false		           4   agreement is just, reasonable, and in the public				false

		598						LN		23		5		false		           5   interest.  Based on the record before the Commission				false

		599						LN		23		6		false		           6   and the application, and there being no objection,				false

		600						LN		23		7		false		           7   we approve the ESA and will put our order in a				false

		601						LN		23		8		false		           8   written order shortly after this hearing.				false
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           1                       PROCEEDINGS



           2                  OFFICER REIF:  Good morning.  I'm



           3   Melanie Reif.  I am the administrative law judge and



           4   hearing officer for this case.  And this is the



           5   scheduled hearing in Docket No. 17-035-71.  This



           6   matter is entitled:  Application of Rocky Mountain



           7   Power for Approval of Electric Service Agreement and



           8   Operating Reserves Agreement between PacifiCorp and



           9   US Magnesium, LLC.  Let's start first by taking



          10   appearances, please.  Starting with PacifiCorp.



          11                  MR. MCDERMOTT:  This is



          12   Jacob McDermott on behalf of Rocky Mountain Power.



          13                  OFFICER REIF:  Welcome.



          14                  MR. JETTER:  Good morning.



          15   Justin Jetter with the Utah Attorney General's



          16   Office, representing the Utah Division of Public



          17   Utilities.  And with me at counsel table is Jeff



          18   Einfeldt.



          19                  OFFICER REIF:  Thank you.



          20                  MR. SNARR:  Good morning.  My name is



          21   Steven Snarr.  I'm an Assistant Attorney General



          22   representing the Office of Consumer Services, and



          23   with me today is Cheryl Murray.



          24                  OFFICER REIF:  Thank you and welcome.



          25   Just a quick reminder before I turn to Mr. Dodge.
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           1   Make sure your microphone is not only on but



           2   somewhere near your face, it will make it much



           3   easier for me to hear you and those in the room.



           4   Mr. Dodge, good morning.



           5                  MR. DODGE:  Good morning.  Gary Dodge



           6   on behalf of US Magnesium, LLC, and Roger Swenson



           7   is here at the table with me.



           8                  OFFICER REIF:  Good morning.



           9   Welcome.  Before we get started this morning,



          10   Mr. McDermott, I wanted to make something very clear



          11   before we begin the hearing.  And that is, as it



          12   relates to the reply comments that were filed by



          13   US Magnesium, the Commission is very aware that



          14   there is a separate docket pending in this before



          15   the Commission.  And to that end, the Commission



          16   will not be making any indication as to how we



          17   intend to resolve that matter in this hearing, but



          18   we do wish to note that we are aware of that pending



          19   matter and we anticipate that it will be resolved in



          20   the coming weeks.



          21                  So with that said, our understanding



          22   is that we have an ESA application that is pending



          23   before the hearing -- before the Commission, and



          24   that is what we intend to hear today.  So if that is



          25   what you understand as well and PacifiCorp has filed
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           1   such an ESA, that's what we intend to review.



           2                  MR. DODGE:  May I ask a question on



           3   that issue or at least, raise an issue that is of



           4   concern to US Mag?  We completely agree with Your



           5   Honor's statement that the tax docket is the



           6   appropriate docket for that to be revolved in.  The



           7   problem we have is that there are statements in that



           8   docket that could be interpreted to say that unless



           9   the tax issue is expressly dealt with in the energy



          10   services agreement, it shouldn't be -- the reduction



          11   shouldn't be passed on to US Mag.  There is no ESA



          12   today going forward, and US Mag would prefer to have



          13   this matter continued so that it can negotiate,



          14   attempt to negotiate, such an amendment if it needs



          15   to be in the contract expressly.  Or we would ask



          16   the Commission to expressly rule that the fact --



          17   that the language in the agreement itself is enough



          18   to have the merits of that issue decided in the tax



          19   docket.  In other words, the ESA itself says any



          20   other charges or credits will be decided by the



          21   Commission in an appropriate document.  We simply



          22   don't want to get whipsawed with this being approved



          23   and then someone arguing in the next docket that



          24   because it doesn't expressly say "taxes," that the



          25   tax credit should not go there.  I think that's a
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           1   fairly -- I think that's a crazy argument to make to



           2   be honest, but we're fearful that could be made.



           3                  OFFICER REIF:  Mr. Dodge, thank you.



           4   And just to sum up, reiterate, what I've already



           5   said, we don't intend in any way to make an



           6   indication today either implicitly or explicitly how



           7   the Commission intends to address the pending



           8   docket.  And to that end, if the parties wish to



           9   postpone this matter, that certainly is within your



          10   purview.  And if you would like some time to discuss



          11   that, I would happily step out of the room if you



          12   want to discuss that privately and --



          13                  MR. DODGE:  We would make a motion --



          14   we'll discuss it privately -- to continue this



          15   hearing until some time near the end of the month.



          16                  OFFICER REIF:  Okay.



          17                  MR. DODGE:  And I'm happy to talk and



          18   if they're not in agreement, we will still ask for



          19   that.



          20                  OFFICER REIF:  Okay.  You do realize



          21   that the application is pending -- or at least the



          22   Commission does realize that the application is



          23   pending by application of Rocky Mountain Power.  So



          24   with that said, we'll be in recess and if you could



          25   kindly just let me know when you're ready to
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           1   commence, I'll come back in and take care of



           2   whatever needs to be taken care of at that point.



           3   Mr. McDermott?  Is everybody on board with that?



           4   Okay.  Very good.



           5                  (A brief recess was taken.)



           6                  OFFICER REIF:  Mr. Dodge?



           7                  MR. DODGE:  Your Honor, we've had



           8   some very good discussions and the parties, I think,



           9   have resolved our concern -- well, the parties have



          10   resolved the concern, and I'd like to state what the



          11   resolution is and then the other parties can



          12   obviously indicate whether I've stated it right.



          13   The parties have agreed that the language in the ESA



          14   that's before the Commission for approval today,



          15   which includes the reference to other credits and



          16   surcharges, et cetera, will be applied to US



          17   Magnesium only if the Commission decides it in an



          18   appropriate docket, and that the appropriate docket



          19   for determining that is the tax docket, and that



          20   there won't be an argument that, because that



          21   language doesn't expressly refer to taxes, that



          22   somehow that's not included.  So it will be decided



          23   on the merits in the tax docket, as opposed to based



          24   on some argument that had to have been in the ESA



          25   specifically.  I hope that makes sense.
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           1                  OFFICER REIF:  And that resolves your



           2   concern?



           3                  MR. DODGE:  It does.



           4                  OFFICER REIF:  Mr. McDermott, is that



           5   your understanding?



           6                  MR. MCDERMOTT:  That's my



           7   understanding.  The company's position is that the



           8   tax docket is the appropriate docket to consider



           9   whether those surcharges -- or whether those credits



          10   are appropriate for US Magnesium under this



          11   agreement.



          12                  OFFICER REIF:  Very good.



          13   Mr. Jetter.



          14                  MR. JETTER:  I would say yes, that



          15   also reflects our understanding of what we have



          16   agreed to and having just a record today that will,



          17   sort of, memorialize -- though it's a strange way to



          18   do it, I think it's worthwhile because of the



          19   timing, short timing, that reflects -- primarily the



          20   Division agrees that that's an appropriate way to go



          21   forward.



          22                  OFFICER REIF:  Thank you.  Mr. Snarr.



          23                  MR. SNARR:  The Office concurs with



          24   the explanation provided.



          25                  OFFICER REIF:  Thank you.  Okay.  So
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           1   if I am tracking this correctly, we are ready to



           2   proceed on the ESA application; is that correct?



           3                  MR. MCDERMOTT:  That is correct.



           4                  OFFICER REIF:  All right.  Well,



           5   Mr. McDermott, this is your application, so you have



           6   the floor.



           7                  MR. MCDERMOTT:  The Company would



           8   like to call Kyle Moore to testify.



           9                  OFFICER REIF:  Good morning,



          10   Mr. Moore.  Would you like to testify from where you



          11   are?



          12                  MR. MOORE:  Yes, that would be fine.



          13                  OFFICER REIF:  Okay.  So I'll swear



          14   you in.



          15                       KYLE MOORE,



          16   having been first duly sworn to tell the truth, was



          17            examined and testified as follows:



          18   BY MR. MCDERMOTT:



          19        Q    Mr. Moore, please state your name,



          20   business address, and title.



          21        A    My name is Kyle Moore.  I'm a power



          22   marketer originator for Rocky Mountain Power, and my



          23   business address is 1407 West North Temple Street.



          24        Q    Thank you.  And did you work on the



          25   contract, the ESA contract, with US Magnesium, LLC?
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           1        A    Yes, I did.



           2        Q    And did you prepare a summary of testimony



           3   for us today?



           4        A    Yes, I did.



           5        Q    Please proceed.



           6        A    I present today for Commission approval an



           7   electric service agreement between US Magnesium,



           8   LLC, or US Mag, and Rocky Mountain Power, or the



           9   Company.



          10             On November 15, 2017, the Commission



          11   issued an order approving a stipulation and



          12   settlement agreement filed by Rocky Mountain Power



          13   to extend the previous contract's term through



          14   April 30, 2018.  The stipulating parties included



          15   Rocky Mountain Power, the Office of Consumer



          16   Services, or the Office, and the Division of Public



          17   Utilities, or the Division.  In an application dated



          18   December 29, 2017, Rocky Mountain Power filed for an



          19   approval of a new electric service agreement, or



          20   ESA, with US Mag.  The Company now seeks approval of



          21   this ESA.  The effective date of this new agreement



          22   is May 1, 2018, and the Company requests the



          23   Commission approve this new ESA prior to the



          24   expiration of the current ESA, by April 30, 2018.



          25             US Mag has an interruptible customer of
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           1   the Company for many years.  The specific structure



           2   and terms of the electric service agreements between



           3   the parties have varied somewhat over the years, but



           4   the interruptible nature of the contract has been



           5   constant.  The structure and terms of the new ESA



           6   are similar to those found in the existing



           7   agreement, which was approved by the Commission on



           8   January 28, 2015, in Docket No. 14-035-143.



           9             The new ESA has a two-year term covering



          10   calendar years 2018 and 2019, with one automatic



          11   one-year extension through the end of 2020, unless



          12   either party gives 180 days notice to terminate at



          13   the end of the initial term.  The rates in the new



          14   ESA are equivalent to the approved rates as of



          15   December 31, 2017, from the previous contract.  Rate



          16   changes for US Mag will occur consistent with the



          17   results of any general rate case or a major plant



          18   addition case in the state of Utah and will be tied



          19   to the average percent change for all Utah retail



          20   customers.



          21             The cost of service study used to set



          22   US Mag's rate accounts for the interruptible rights



          23   set forth in the agreement for the purpose of



          24   reducing peak demand.  The new agreement also



          25   includes interruptible provisions similar to the
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           1   existing agreement in which the Company is allowed



           2   to interrupt US Mag's load in the summer months



           3   based on the day-ahead temperature forecast and in



           4   the winter months, regardless of temperature.  For



           5   the winter months of December and January, the



           6   Company has the right to curtail US Mag for two



           7   blocks of two hours each for a total of four hours



           8   each weekday.  For the summer months of June through



           9   September, the Company has the right to curtail



          10   US Mag for up to four consecutive hours each weekday



          11   if the day-ahead forecasted temperature at the Salt



          12   Lake City International Airport exceeds certain



          13   triggers set forth in the ESA.



          14             The Company can also bank curtailment



          15   hours during times when interruption is allowed by



          16   the agreement but not needed by the Company and then



          17   use those banked hours during times when



          18   interruption is not otherwise allowed by the



          19   agreement, but the Company deems interruption is



          20   needed for operational flexibility.  When provided



          21   with a notice to curtail, US Mag may elect to either



          22   physically curtail or to buy through market prices



          23   if energy is available.



          24             On March 12, 2018, the DPU issued its



          25   report in which it recommends approval of the ESA
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           1   while stating that it will be looking at a cost of



           2   service study in the next rate case to inform its



           3   decisions regarding any future ESA US Mag and Rocky



           4   Mountain Power.



           5             On March 12, 2018, the OCS issued its



           6   report in which it recommends approval of the ESA



           7   with the following conditions, to which Rocky



           8   Mountain Power has no objections:  The Company will



           9   provide to the Office and the Division, US Mag's



          10   annual report on energy efficiency projects;



          11   US Magnesium will continue to be subject to



          12   Schedule 98 REC revenue adjustment.



          13             The Company represents the terms and



          14   conditions in the US Mag ESA are just and reasonable



          15   and in the public interest, therefore the Company



          16   recommends and requests that the Commission approve



          17   the ESA.



          18                  MR. MCDERMOTT:  Thank you.  No



          19   further questions.



          20                  OFFICER REIF:  Mr. Jetter.



          21                  MR. JETTER:  I have no questions.



          22                  OFFICER REIF:  You don't wish to put



          23   on a -- do you have any questions?



          24                  MR. JETTER:  I do not.



          25                  OFFICER REIF:  Okay.  I'm sorry.
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           1   Mr. Snarr, do you have any questions?



           2                  MR. SNARR:  We have no



           3   cross-examination.



           4                  OFFICER REIF:  Mr. Dodge?



           5                  MR. DODGE:  No, thank you.



           6                  OFFICER REIF:  My apologies.



           7   Mr. Jetter, back to you.  Do you wish to put on a



           8   witness?



           9                  MR. JETTER:  I do, your Honor.  Thank



          10   you.  The Division would like to have sworn in



          11   Mr. Jeff Einfeldt.



          12                  OFFICER REIF:  Mr. Einfeldt, good



          13   morning.  I'm assuming you wish to give your



          14   testimony from where you are?



          15                  MR. EINFELDT:  Yes.



          16                  OFFICER REIF:  Okay.  So I'll go



          17   ahead and swear you in.



          18                   JEFFREY S. EINFELDT,



          19   having been first duly sworn to tell the truth, was



          20            examined and testified as follows:



          21   BY MR. JETTER:



          22        Q    Mr. Einfeldt, would you please state your



          23   name and occupation for the record?



          24        A    My name is Jeffrey S. Einfeldt.  I am



          25   currently employed by the Division of Public
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           1   Utilities as a utilities analyst.  My business



           2   address is 160 East 200 South, fourth floor.



           3        Q    Thank you.  Did you file or create and



           4   cause to be filed with the Commission, comments from



           5   the Division of Public Utilities dated March 12,



           6   2018?



           7        A    Yes.



           8        Q    And does the recommendation and the



           9   comments included in that document still reflect the



          10   Division's position?



          11        A    Yes.



          12        Q    Have you prepared a brief statement?



          13        A    Yes, very brief.



          14        Q    Please, go ahead.



          15        A    The Division reviewed Rocky Mountain



          16   Power's filing in this docket.  We met with Rocky



          17   Mountain Power staff to go over the calculations



          18   supporting the proposed agreement, and the Division



          19   has reviewed those calculations and is satisfied



          20   that they were done correctly.  The Division



          21   compared the proposed ESA with the current ESA



          22   between Rocky Mountain Power and US Magnesium and



          23   found no material changes between the two



          24   agreements.



          25             The Division recommends that the
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           1   Commission approve the proposed ESA as just and



           2   reasonable and in the public interest.  That



           3   concludes my comments.



           4                  MR. JETTER:  Thank you.  I have no



           5   further questions.



           6                  OFFICER REIF:  Thank you.



           7   Mr. McDermott, do you have any questions of the



           8   witness?



           9                  MR. MCDERMOTT:  No questions.  Thank



          10   you.



          11                  OFFICER REIF:  Mr. Snarr?



          12                  MR. SNARR:  No questions.



          13                  OFFICER REIF:  Mr. Dodge?



          14                  MR. DODGE:  No questions.



          15                  OFFICER REIF:  Okay.  Mr. Snarr.



          16                  MR. SNARR:  Yes.  On behalf of the



          17   Office of Consumer Services, we would like to



          18   present Cheryl Murray as a witness to state our



          19   position.  Could she be sworn?



          20                      CHERYL MURRAY,



          21   having been first duly sworn to tell the truth, was



          22            examined and testified as follows:



          23   BY MR. SNARR:



          24        Q    Please state your name, address, and who



          25   you represent.
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           1        A    My name is Cheryl Murray.  My business



           2   address is 160 East 300 South, Salt Lake City.  And



           3   I'm testifying on behalf of the Officer of Consumer



           4   Services.



           5        Q    Did you prepare and submit to the



           6   Commission a memo dated March 12, 2018, consisting



           7   of six pages?



           8        A    Yes.  I filed both confidential and



           9   redacted versions providing the Office's position on



          10   the proposed US Magnesium electric service



          11   agreement.



          12        Q    And do you adopt those comments as your



          13   testimony today?



          14        A    Yes.



          15        Q    Do you have a brief statement that would



          16   summarize the Office's position?



          17        A    Yes, I do.



          18        Q    Could you please provide that?



          19        A    Yes, thank you.  In a March 12 memo, the



          20   Office stated its position regarding the ESA between



          21   Rocky Mountain Power and US Magnesium.  Important



          22   considerations for the Office were the timing of



          23   future rate adjustments and surcharges to which



          24   US Magnesium would be subject, which the Office



          25   asserts are appropriate elements of the ESA.
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           1             The Office also identified two issues that



           2   we recommended be made conditions for approval of



           3   the ESA.  In reply comments filed on April 5, 2018,



           4   US Magnesium agreed to one of the conditions,



           5   however the condition to which it agreed was not



           6   identified.  Today in his summary, Mr. Moore



           7   indicates that Rocky Mountain Power agrees to both



           8   conditions.  Therefore, the Office recommends that



           9   the Commission approve the ESA between Rocky



          10   Mountain Power and US Magnesium with those two



          11   conditions and that any approval order specifically



          12   include those conditions.  That concludes my



          13   comments.



          14                  MR. SNARR:  Ms. Murray is available



          15   for questions.



          16                  OFFICER REIF:  Thank you.  Any



          17   questions of the witness, Mr. McDermott?



          18                  MR. MCDERMOTT:  No, thank you.  No



          19   questions from the Company.



          20                  OFFICER REIF:  Mr. Jetter?



          21                  MR. JETTER:  No, thank you.



          22                  OFFICER REIF:  Mr. Dodge?



          23                  MR. DODGE:  No questions.



          24                  OFFICER REIF:  Thank you, Ms. Murray.



          25   Mr. Dodge.
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           1                  MR. DODGE:  Thank you, Your Honor.



           2   Roger Swenson is available to testify, but unless



           3   Your Honor or other counsel have questions, we don't



           4   feel the need to put him on.  I would like to state



           5   that in our reply comments we address primarily the



           6   tax issue that we dealt with at the beginning of the



           7   hearing, and I would like to confirm that it was



           8   US Mag's intent to agree with both of the conditions



           9   the Office proposed.  So US Mag does agree with both



          10   of those conditions being included in the order.



          11   Sorry, we said one instead of two.  We meant both.



          12   Thank you.



          13                  OFFICER REIF:  And does US Magnesium



          14   wish to make any statement as to the just and



          15   reasonable nature of the agreement?



          16                  MR. DODGE:  We're happy to do that,



          17   if you think that would be useful.



          18                  OFFICER REIF:  I'm not forcing you.



          19                  MR. DODGE:  Let's ask Mr. Swenson.



          20                  OFFICER REIF:  Mr. Swenson, good



          21   morning.  I'm going to swear you in before you



          22   testify.



          23                      ROGER SWENSON,



          24   having been first duly sworn to tell the truth, was



          25            examined and testified as follows:
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           1   BY MR. DODGE:



           2        Q    Mr. Swenson, tell us who you are and why



           3   you're here?



           4        A    My name is Roger Swenson.  My address is



           5   1592 East 3350 South, Salt Lake City, Utah.  I am



           6   the energy consultant for US Magnesium.



           7        Q    Were you responsible for negotiating on



           8   behalf of US Magnesium the ESA before the Commission



           9   for approval?



          10        A    Yes.  That is one of my responsibilities



          11   with US Magnesium, is to interact with Rocky



          12   Mountain Power and negotiate the terms and



          13   conditions of the agreement.



          14        Q    And can you state your opinion on your



          15   position, US Mag's position, on whether the contract



          16   is fair and just and reasonable?



          17        A    We believe that we negotiated in good



          18   faith and came to terms that were just and



          19   reasonable and in the public interest.



          20                  MR. DODGE:  Thank you.  No further



          21   questions.



          22                  OFFICER REIF:  Thank you.



          23   Mr. McDermott, do you have any questions of the



          24   witness?



          25                  MR. MCDERMOTT:  No questions.  Thank
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           1   you.



           2                  OFFICER REIF:  Mr. Jetter?



           3                  MR. JETTER:  No questions.



           4                  OFFICER REIF:  Mr. Snarr?



           5                  MR. SNARR:  No questions.



           6                  OFFICER REIF:  And no questions from



           7   the Commission.  So is there anything else that any



           8   of the parties wish to address this morning?



           9                  MR. MCDERMOTT:  Are you prepared to



          10   rule from the bench on the approval of the contract



          11   today?



          12                  OFFICER REIF:  Are you making a



          13   motion?



          14                  MR. MCDERMOTT:  I am making a motion



          15   for a bench order.



          16                  OFFICER REIF:  Okay.  We'll take that



          17   under consideration and I will return momentarily.



          18   Thank you.  Is there any objection to the motion



          19   before we take a recess?  Okay.



          20                  (A brief recess was taken.)



          21                  OFFICER REIF:  There's been a motion



          22   for a bench order to approve the ESA that's pending



          23   before the Commission.  And in reviewing the



          24   request, the Commission so grants the motion and



          25   approves the ESA based on the testimony today, which
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           1   has indicated that there are no outstanding issues.



           2   The requests from the Office have been resolved and



           3   each of the witnesses has testified that the



           4   agreement is just, reasonable, and in the public



           5   interest.  Based on the record before the Commission



           6   and the application, and there being no objection,



           7   we approve the ESA and will put our order in a



           8   written order shortly after this hearing.



           9                  So thank you very much, and have a



          10   good rest of the day.



          11          (The hearing concluded at 10:40 a.m.)



          12



          13



          14



          15



          16



          17



          18



          19



          20



          21



          22



          23



          24



          25

�                                                                          24











           1                  REPORTER'S CERTIFICATE



           2   STATE OF UTAH    )



           3   COUNTY OF SUMMIT )



           4



           5             I, Mary R. Honigman, a Registered Professional



           6   Reporter, hereby certify:



           7             THAT the foregoing proceedings were taken before



           8   me at the time and place set forth in the caption hereof;



           9   that the witnesses were placed under oath to tell the truth,



          10   the whole truth, and nothing but the truth; that the



          11   proceedings were taken down by me in shorthand and



          12   thereafter my notes were transcribed through computer-aided



          13   transcription; and the foregoing transcript constitutes a



          14   full, true, and accurate record of such testimony adduced



          15   and oral proceedings had, and of the whole thereof.



          16             I have subscribed my name on this 23rd day of



          17   April, 2018.



          18



          19                     ____________________________

                                 Mary R. Honigman

          20                     Registered Professional Reporter #972887



          21



          22



          23



          24



          25

�

