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R746-700-20.c.5.a

Information: Information for recurring regulatory adjustments, such as amortizations, indicating compliance with past Commission orders for any item included in the filing.

Response to R746-700-20.C.5.a

Revenue
 
Adjustment 3.2 – Renewable Energy Credit (REC) Revenue - Renewable energy credits (RECs) represent the environmental attributes of the power produced from renewable energy facilities. RECs can be detached and sold separately from the electricity. RECs may also be applied to meet renewable portfolio standards (RPS) in various states. Currently, California (CA), Oregon (OR), and Washington (WA) have renewable portfolio standards. As such, the Company does not sell RECs that are eligible for CA, OR, or WA RPS compliance. Instead, the Company uses these RECs to comply with the current year or future year RPS requirements. This adjustment restates REC revenue for the 12 months ended December 2019 and reallocates the OR, CA, and WA amounts to the Company's other jurisdictions. This adjustment also reflects actual REC revenue for the 12 months ended December 2019 and also includes the 10 percent incentive under paragraph 39 of Docket No. 11-035-200 Stipulation.

Adjustment 3.6 – Joint Use Revenue - This adjustment reflects the proposed change to Joint Use Revenue - Schedule 4. The Company is proposing an increase in the per
pole attachment rate from $5.76 to $7.89. The amount is calculated in accordance with Commission Rule R746-345-5.
 
O&M

Adjustment 4.4 – Insurance Expense – This adjustment normalizes injuries and damage expenses to reflect a three year average of gross expense net of insurance using the cash method, consistent with the Utah Commission ruling in Docket No. 07-035-93. Also, this adjustment eliminates the injuries and damages reserve to be consistent with the cash basis method. This treatment was included in the Company's rebuttal filing in Docket No. 13-035-184. This adjustment also proposes to continue to accrue a reserve for property damages, consistent with the treatment included in the 11-035-200 filing.

Adjustment 4.6 - Generation Expense Normalization - Overhaul expenses are normalized using a four-year average methodology and restated in constant dollars to a Base Period level using industry specific indices, and then those constant dollars are averaged. The actual overhaul costs for the Base Period are subtracted from the four-year average, which results in this adjustment. The averaging methodology is consistent with the Company's rebuttal filing in Docket No. 10-035-124 and the Company's initial filing in Docket No. 11-035-200.

Depreciation

Adjustment 6.1 – Depreciation and Amortization Expense - The depreciation rates included are those from the Company's application to implement revised depreciation rates as agreed to in the settlement stipulation filed under Docket No. 18-035-36.

Adjustment 6.4 – Dave Johnston Steam Plant Buy-down - In Docket No. 17-035-69, the Public Service Commission of Utah approved a Settlement Stipulation agreeing to credit the non-protected excess deferred income tax (EDIT) balances and the current tax regulatory liability towards accelerating the depreciation of the Dave Johnston thermal generation plant. This adjustment adds to accumulated depreciation of the Utah buy-down amount and credits the associated depreciation expense.

Adjustment 6.5 – Utah STEP Adjustment - In Docket No. 16-035-36, the Company was approved to buy-down the net book value of the certain generating facilities using STEP accrued liability dollars. This adjustment adds the buy-down associated with the Craig Units 1 and 2 to depreciation expense and the associated depreciation reserve.

Tax

Adjustment 7.7 – Removal of TCJA Deferred Balances - This adjustment reflects the removal of tax deferral balances as a result of the Tax Cuts and Jobs Act that was enacted on December 22, 2017.  The tax rate was reduced from 35% to 21% effective January 1, 2018.  The non-protected EDIT and any Protected PP&E EDIT amortization deferral balances will be removed from rate base, and a proposal to use the remaining balances to offset to Dave Johnston’s net book value will be included as part of the current rate case. Non-protected PP&E EDIT, Non-Property EDIT, and Deferred Protected EDIT Amortization:  Pursuant to Docket 17-035-69, Order Approving Settlement Stipulation, $168.8m of non-protected PP&E and non-property EDIT balances will be used to offset the net book value of the Dave Johnston plant.  A proposal to utilize the remaining EDIT balances will be included in the current rate case. Protected PP&E EDIT:  This adjustment reflects the level of protected property EDIT amortization and adjusts the rate base for the test period.

Rate Base Adjustments

Adjustment 8.6 – Regulatory Asset Amortization - This adjustment walks regulatory assets and liabilities forward from the Base Period to the Test Period, replacing rate base and amortization expense in the Base Period with the Test Period. This adjustment includes the following amortizations:
· Electric Plant Acquisition Adjustment – Utah Docket 91-035-17 and FERC authorization
· Bridger & Naughton Liquidated Damages - Docket No. 13-035-32
· Depreciation Increase Deferral - Docket No. 13-035-02

Adjustment 8.7 – Plant Held for Future Use (FERC 105) - In the Company's rebuttal testimony in Docket No. 11-035-200 and direct testimony in Docket No.13-035-184, the Company agreed to remove certain Plant Held for Future Use, FERC account 105, from the rate base. 
 
Adjustment 8.9 - Customer Service Deposits - Utah requires the Company to include customer service deposits as a reduction to rate base. This adjustment also includes the interest paid on customer service deposits. This treatment was stipulated in Utah Docket No. 97-035-01 and has been upheld in subsequent dockets.
 
Adjustment 8.10 – Klamath Hydroelectric Settlement Agreement - This adjustment accounts for certain Test Period items related to the Klamath Hydroelectric Settlement Agreement. Stipulation in Docket No. 11-035-200, the Company is allowed to depreciate the Klamath Dam facilities through December 2022. The adjustment removes the accelerated accumulated depreciation associated with the existing Klamath facilities that were booked starting January 1, 2011. Using the methodology approved in Docket No. 11-035-200, relicensing and processing costs are amortized through 2022, and a carrying charge is included in the adjustment at the long-term cost of debt.

Adjustment 8.12 – Carbon Plant - As described in the Company's application in Docket No. 12-035-79, the Carbon plant (a coal-fired generation facility located in Carbon County, Utah) was retired in 2015 to comply with environmental and air quality regulations. In Docket No. 12-035-79, the Company was approved to transfer the net book value of the Carbon plant to a regulatory asset once the facility is retired and to amortize the regulatory asset through 2020, the remaining depreciable life of the facility. This matter was addressed in the Company's 2012 general rate case (Docket No. 11-035-200). In Docket No. 13-035-02, depreciation rates for Carbon were established effective January 1, 2014. This adjustment is amortizing the remaining deferred closure cost that was associated with the Carbon plant.

Adjustment 8.14 – Deer Creek Mine - In Docket No. 14-035-147, the Company filed a notice of closure, and an accounting order related to the deferral of all associated costs the closure of the Deer Creek Mine. The Commission approved a settlement stipulation that allowed continued recovery of the unrecovered mine investment and the amortization of the loss related to the mining assets in the EBA. All other costs associated with the closure of mine were approved to be deferred to a regulatory asset with recovery treatment determined in the next general rate case filing.

Adjustment 8.15 – Repowering Projects – In Docket No. 17-035-39, the Commission issued an order approving 11 of the 12 repowering projects, which included Dunlap, Glenrock I, Glenrock III, Goodnoe Hills, High Plains, Marengo I, Marengo II, McFadden Ridge, Rolling Hills, Seven Mile Hill I, and Seven Mile Hill II. This adjustment adds to the Test Period the remaining repowering projects that were not already reflected in the base period.

Adjustment 8.16 – New Wind Generation Capital Additions – In Docket No. 17-035-40, the Company received approval for the resource decision that comprise the New Wind and Transmission Projects, ultimately determining these projects were in the public interest. The New Wind Projects, consisting of the Ekola Flats Wind Project - a nominal 250 MW wind facility located in Carbon County, Wyoming and associated infrastructure, the TB Flats I and II Wind Project - a nominal 500 MW wind facility located in Carbon and Albany Counties, Wyoming and associated infrastructure, and the Cedar Springs Wind Project - a nominal 400 MW wind facility located in Converse County, Wyoming and associated infrastructure, of which 200 MW (Cedar Springs II) will be owned and operated by the Company and 200 MW (Cedar Springs I) delivered to the Company under a power purchase agreement (“PPA”). In addition, the Commission also made a similar determination on the Aeolus to Bridger/Anticline transmission line.
