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1. Background

On October 30, 2017, Rocky Mountain Power (Company) filed with the Public Service
Commission of Utah (Commission) a Stipulation and Settlement Agreement regarding the
Company’s request for an extension of the existing Electric Service Agreement (ESA) with
Nucor-Plymouth Bar (Nucor) through March 31, 2018. Barring an extension the ESA would
expire on December 31, 2017. Stipulating parties included the Company, the Office of
Consumer Services (Office) and the Division of Public Utilities (Division). The stipulating
parties agreed to keep the current terms and conditions of the Nucor ESA in effect through March
31, 2018, unless the Commission approves a new ESA prior to that date. PacifiCorp agreed to
file a new ESA before January 1, 2018. On November 15, 2017, the Commission issued an
Order Approving Stipulation.
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On December 29, 2017, the Company filed an Application requesting approval of an ESA
between PacifiCorp and Nucor (Parties). The term of the ESA begins on April 1, 2018, and
expires on December 31, 2019, with two automatic one-year extensions through the end of 2020
and 2021, unless either Party gives 180 days’ notice to terminate. The Application was filed as
a public document although the ESA is designated as confidential.

2. General Comments about Process for Requests for ESA approval

Timing of Request

The Office agreed to the aforementioned Stipulation in an effort to avoid a situation where
uncertainties and disagreements about pricing for Nucor arise when there is a lapse between an
existing ESA and approval of a new ESA. This extension was also to allow the Division and
Office time to evaluate a new ESA rather than be required to expedite the schedule to meet the
expiration date. The Division and Office have repeatedly commented that expedited schedules
do not afford adequate time to evaluate and examine special contracts. The Office again asserts
that the responsibility for avoiding a lapse between an expiring ESA and the request for a new
ESA rests with the contracting parties. Extensions and/or expedited schedules should be rare
exceptions rather than the normal process they are becoming.

Filing Deficiency

The Office’s concerns with this filing are similar to those expressed regarding the request for
approval for the current ESA. The Company provides no explanation or rationale for its
determination to provide service to Nucor through an ESA rather than Schedule 9.1 The Office
continues to believe that this lack of explanation is a filing deficiency. Basic justification should
be required with any request for special rates.

3. Discussion of ESA Terms

ESA Rates and Charges

The rates Nucor will pay for full requirements service are unchanged from its current ESA, which
means that Nucor rates [BEGIN CONFIDENTIAL] . (-\D

CONFIDENTIAL].

The Company’s last general rate case filed in 2013 (Docket No. 13-035-184) resulted in a two-
step rate increase which also applied to Nucor.? In addition, a term in the current ESA required

1 The Application does indicate that Nucor will provide PacifiCorp with certain interruptible products,
however no reason is given for not entering into a separate interruptible contract.

2 The rate increases for Nucor were [BEGIN CONFIDENTIAL] |
I (5\ND CONFIDENTIAL]
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that if [BEGIN CONFIDENTIAL]

®. [END CONFIDENTIAL]

The Office recognizes that other customer classes are not precisely at their cost of service
[BEGIN CONFIDENTIAL]

.[END

CONFIDENTIAL]

Curtailment Credit

The ESA maintains the current curtailment rate. However, the specific terms of curtailment and
interruption are modified in Appendix B Curtailment Credit. The Company asserts that these
changes provide added benefit to its customers.

At page 3 of the Application the Company states that the curtailment credit takes into account
the short- and long-term value of the reserves as modeled in the Company’s Generation and
Regulation Initiative Decision model (GRID) and System Optimizer (SO) model. The Company
also states it has confidence that the reserves will be there when needed due to Nucor’s relatively
high load factor and their long history of providing these services.

The Company met with the Office and the Division of Public Utilities to demonstrate how the
value of the curtailment payment was determined. The Office concurs that the Company’s ability
to hold reserves and curtail customers of a certain size provides benefit to the system for which
the curtailed customer is entitled to compensation.

Although the actual number of interruptions and the total duration of interruption hours [BEGIN
CONFIDENTIAL]

JEND CONFIDENTIAL] The Office believes this argument has some merit.

» Nucor is [BEGIN CONFIDENTIAL | |
I (5D CONFIDENTIAL]

4 This assessment is based on the Company’s cost of service studies and [BEGIN CONFIDENTIAL] ||}
I > CONFIDENTIAL]
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Potential Changes to Nucor Rates, Charges and Curtailment Credit During the Term of the ESA

The ESA provides the potential for changes to the rates Nucor pays and the curtailment credit it
receives.

Article V describes potential changes to the Curtailment Credit. [BEGIN CONFIDENTIAL]

. [END CONFIDENTIAL]

Avrticle VI of the ESA provides that [BEGIN CONFIDENTIAL]

. [END CONFIDENTIAL]

That being said the Office supports the timing of potential changes as being necessary to the
public interest.

Surcharges
The proposed ESA states that Nucor is subject to the Energy Balancing Account (EBA), REC
Balancing Account (RBA), Surcharge to Fund Low Income Residential Lifeline Program, and

the Sustainable Transportation and Energy Plan (STEP) Cost Adjustment Pilot Program®. Nucor
will also be subject to any new surcharge rates if so ordered by the Commission. [BEGIN

CONFIDENTIAL]
[END CONFIDENTIAL]

Article V. C. describes the process for modifying surcharge rates. [BEGIN CONFIDENTIAL]

5No. 5 of the Application states “...and Solar Incentive Surcharge (collected through Utah Tariff Schedule
136).” The Office notes that the correct tariff number should be 196. The ESA does include the correct
tariff number.
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. [END CONFIDENTIAL]

4. Final Comments

In our December 15, 2015 comments regarding the current ESA we stated, “The Office asserts
that the [BEGIN CONFIDENTIAL

_ [END CONFIDENTIAL]

5. Office Recommendations

The Office is not advocating for any specific modifications to the ESA at this time however, we
will be monitoring how Nucor performs to its cost of service under the terms of this ESA. For
any future requested ESA the Office will be looking for the Company to provide evidence
demonstrating that proposed rates and terms are appropriate and in the public interest.
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