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Re: Docket No. 24-035-43, RMP’s Line Extension Policy for Large Loads.

Recommendation: Examine all Issues Related to Regulation 12 in a Separate
docket.

The Division of Public Utilities (Division or DPU) recommends that the Public Service
Commission of Utah (Commission) investigate all issues related to Rocky Mountain Power’s
(RMP or Company) policies and procedures for large line extensions in a separate docket

and proceeding and not in RMP’s current rate case' (Rate Case).

Background
On June 28, 2024, RMP filed a Rate Case with the Commission including changes to

Regulation 12, Large Line Extensions (Regulation 12).2

The Division is aware of numerous complaints from developers about increasing difficulties,

delays, and expenses in obtaining new, large load?® (Large Load) service from RMP. On

" Docket No. 24-035-04, Application of Rocky Mountain Power for Authority to Increase its Retail Electric
Utility Service Rates in Utah.

2 Docket No. 24-035-04, Application of Rocky Mountain Power for Authority to Increase its Retail Electric
Utility Service Rates in Utah, Direct Testimony of Anna DeMers, June 28, 2024.
https://pscdocs.utah.gov/electric/24docs/2403504/334516DirTstmnyAnnaDeMersRMP6-28-
2024 .pdf.

8 Rocky Mountain Power Electric Service Regulation No. 12, State of Utah, Line Extensions, P.S.C.U No.
51, 12R.7.
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August 14, 2024, the Division asked the Commission to open a docket* to investigate
potential issues (Issues) with RMP’s line extension policy for Large Loads. The Issues are
part of a national trend of utilities unable to build generation and transmission quickly and

economically enough to serve the loads of new data centers.>®

In response to the Division’s Request, on August 23, 2024, the Commission issued an

Action Request asking the following questions.®

Why does DPU seek an investigation that is separate from the investigation
related to the issues addressed in withess DeMers’ testimony?

How are the issues in the requested agency action materially different from
those that will be addressed in the GRC?

What is the benefit of simultaneously examining RMP's line extension

proposals for large customers in the GRC and, in a separate agency action,

the issues DPU desires to be investigated separately?
Discussion
Tract’s Comments
Tract Capital Management, LP (Tract) is developing two large data centers in Utah. Tract
filed comments’ (Tract's Comments) on September 6, 2024, asking the Commission to
address the Issues in a separate docket, not as part of the Rate Case. Tract's Comments
describe RMP’s current process for handling large load extensions (Process) and reflect
many concerns like those brought to the Division. Tract's Comments also suggested

changes to the Process and noted that most of the Process was not codified in Regulation

https://www.rockymountainpower.net/content/dam/pcorp/documents/en/rockymountainpower/rates-
requlation/utah/rules/12_Line Extensions.pdf.

4 Docket No. 24-035-43, Utah Division of Public Utilities, Request for an Investigatory Docket Regarding
Rocky Mountain Power’s Line Extension Policy for Large Loads, August 14, 2024,
https://pscdocs.utah.gov/electric/24docs/2403543/335049Rgst8-14-2024 .pdf.

5 Seher Dareen and Deep Kaushik Vakil, “US electric utilities brace for surge in power demand from data
centers,” Thompson Reuters, April 10, 2024, https://www.reuters.com/business/energy/us-electric-
utilities-brace-surge-power-demand-data-centers-2024-04-10/.

6 Docket No. 24-035-43, , Utah Division of Public Utilities, Request for an Investigatory Docket Regarding
Rocky Mountain Power’s Line Extension Policy for Large Loads, Public Service Commission of
Utah, Action Request, August 23, 2024,
https://pscdocs.utah.gov/electric/24docs/2403543/335142ActnRastSept2320248-23-2024.pdf.

7 See, Docket No. 24-035-43, Utah Division of Public Utilities, Request for an Investigatory Docket
Regarding Rocky Mountain Power’s Line Extension Policy for Large Loads, Tract’'s Comments in
Support of the Division’s Request for Agency Action, REDACTED, September 6, 2024.
https://pscdocs.utah.gov/electric/24docs/2403543/335392Rdctd TractCmnts9-6-2024. pdf.
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12 or approved by the Commission.8

Tract’'s Comments depict the Company’s current system for large line extensions as
unclear, insufficient, unpredictable, and inconsistently applied. Tract asks the Commission
to help codify, clarify, and improve RMP’s system and rules for handling large line

extensions.®

Comments Brought to The Division
In informal discussions with the Division, other companies seeking large line extensions
expressed process concerns similar to Tract’s, and concerns about costs, delay, customer

service, fair dealing, and predictability.

The issues are likely to have a significant economic impact on the state and the Company.
In Utah, RMP has 55 active requests for line extensions requiring more than 1 MW (this
includes those completed since January of 2023) with a total cost of approximately $4.5
billion, of which the Company’s share is almost $600 million.'® These line extensions will

mostly serve new data centers and some manufacturing and mining operations. "

The Company’s Regulation 12 Changes in the GRC

In Anna DeMer'’s rate case testimony,'? RMP proposed to add two new charges for large
line extensions to Regulation 12.13 The Company proposes a Capacity Reservation Charge
(CRC)" and an Excess Demand Charge (EDC).'® The CRC charges Large Load customers

8 ld.

9 Tract's Comments, supra.

10 Docket No. 24-035-04, Application of Rocky Mountain Power for Authority to Increase its Retail Electric
Utility Service Rates in Utah, DeMers Workpaper, Network Upgrade, Projected, June 28, 2024,
https://pscdocs.utah.gov/electric/24docs/2403504/334517RMPDeMersWrkprs6-28-2024.zip

1 Docket No. 24-035-04, Application of Rocky Mountain Power for Authority to Increase its Retail Electric
Utility Service Rates in Utah, Meredith UT Monthly Loads for Load Research — 2024GRC(Revised),
June 28, 2024, https://pscdocs.utah.gov/electric/24docs/2403504/334519RMPMeredithWrkprs6-28-
2024 .zip

2 DeMers, supra starting at lines 59 and 212.

13 Docket No. 24-035-04, Application of Rocky Mountain Power for Authority to Increase its Retail Electric
Utility Service Rates in Utah, Direct Testimony of Robert M. Meredith, Exhibit RMP_(RMM-12A)
Rocky Mountain Power Electric Service Regulation No. 12, State of Utah, p. 337 of 593 of the pdf,
June 28, 2024.
https://pscdocs.utah.gov/electric/24docs/2403504/335185RMPAtt4AmndDirTstmnRobertMMeredith
8-28-2024.pdf.

14 DeMers, supra, starting at line 59.

15 |d. starting at line 213.



https://pscdocs.utah.gov/electric/24docs/2403504/335185RMPAtt4AmndDirTstmnRobertMMeredith8-28-2024.pdf
https://pscdocs.utah.gov/electric/24docs/2403504/335185RMPAtt4AmndDirTstmnRobertMMeredith8-28-2024.pdf

DPU Action Request Response
Docket No. 24-035-43

$7.62/kW for electricity they have reserved but not used, penalizing customers for using
less electricity than the Company has reserved for them. The EDC charges Large Load
customers $30.48/kW for electricity they have used in excess of what they have reserved,
penalizing customers for using more electricity than the Company has reserved for them.
These charges seek to incentivize customers to use the amount of energy they have

contracted with RMP and that RMP has planned on serving them.

RMP has also proposed handling certain line extensions as special contracts’® or

speculative.'” This implies that the Company could deny them service. 8

Finally, RMP proposes classifying line extension facilities as either Network Upgrades or
Direct-Assigned Facilities, depending on whether the facilities benefit the network or just the
customer directly served by them.' This would affect how the costs of the extension

facilities are allocated between the Company and the Large Load customer.

“Why does DPU seek an investigation that is separate from the investigation
related to the issues addressed in withess DeMers’ testimony?”

Tract's Comments and the Division’s informal conversations with companies having
concerns about RMP’s large line extension policies show that there are some significant

related issues that are not addressed by the Company’s proposed changes in the rate case.

The Division knows of other parties with concerns in this matter that have not yet been
heard from, some of whom probably would not be able to inform the Commission of their
issues because they don’t know that these issues would be addressed in the rate case.
There may be additional, important, issues that the DPU is unaware of if not all the

interested companies have yet been heard from.

Many of the probable intervenors likely to become parties to a Separate docket are not
parties to the Rate Case and most parties to the Rate Case are unlikely to become parties

to the Separate docket. The Separate docket would affect the interests of a few potential

6 Meredith, supra, proposed Regulation 12R.2, p. 339 of 593 of the pdf.
7 DeMers, supra, starting at line 250.

8 Tract's Comments, supra, p. 4, citing DeMers, supra, lines 249-287.
19 DeMers, supra starting at line 288.
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intervenors using very large amounts of energy, often with stable loads in the hundreds of
megawatts. Addressing their complex and niche concerns in the Rate Case would increase
the workload on everyone involved in the Rate Case, potentially wasting time and

compromising work quality.

Addressing the issues around many new large users requesting power service is a common
problem nationally,?° requiring regulators to address policy issues including balancing cost
causation with discrimination and preference, a utility’s obligation to serve, potentially
stranded assets, and as noted in DeMers’ testimony, economically balancing supply with
load.?" A general rate case’s reactive and adjudicative nature is not well suited to the sort of
factual and policy development needed for the Commission to fully explore and adopt

policies in the public interest in this matter.

The timing of the Separate docket is likely to be very different than the timing of the Rate
Case. Direct testimony of parties other than RMP in the Rate Case is due on October 17,
2024.%2 This leaves less than a month for parties to conduct discovery and draft testimony
on many issues that are not currently part of the Rate Case. It is also likely that resolving
the Issues will require extensive negotiation to seek a stipulated settlement or Commission
rulemaking or perhaps both. If this were conducted as part of the Rate Case, it would be
difficult to adhere to the statutory 240-day timeline for completing a Rate Case?® while

adequately addressing the Issues.

Finally, the Commission, the Division, RMP, and some others with an interest in the Issues,
are heavily involved in the rate case. They may not have the staff or time available to

explore the Issues and address them in the intensive manner necessary to best resolve

20 Sean Wolf, “Growth in commercial electricity demand linked to states with high data center
demand” Power Engineering, June 28, 2024. https://www.power-eng.com/policy-
requlation/growth-in-commercial-electricity-demand-linked-to-states-with-high-data-
center-growth/#gref.

21 DeMers, supra starting at line 76.

22 Docket No. 24-035-04, Application of Rocky Mountain Power for Authority to Increase its Retail Electric
Utility Service Rates in Utah, Public Services Commission of Utah, Scheduling Order, Notice of
Hearings, and Notice of Public Witness Hearing, July 18, 2024, p. 5,
https://pscdocs.utah.gov/electric/24docs/2403504/3347652403504sonohanopwh7-18-2024.pdf

23 Utah Code Ann. 54-7-12(3).
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them.

“How are the issues in the requested agency action materially different from
those that will be addressed in the GRC?”

Many of the Issues do not overlap with the Company’s proposed changes in the Rate Case.
As discussed above, RMP is asking for changes to Regulation 12 that include two new
charges. Moving the discussion of these charges to the separate docket would not affect
the Rate Case because the Company’s revenue projections did not include revenue in the
test year. The Company confirms this in its response to data requests (see Exhibit A).24 In
testimony, RMP explains that it proposed to start applying the proposed CRC on September
1, 2025, (the Rate Case test year is the 2025 calendar year) and the EDC could only be
charged 6 months after that, which would be outside the test year and thus not affect rates
in the test year.25 The Company expects revenue from the CRC to be “negligible” in the test
year.?® The Division has examined RMP’s projected revenue for the test year and found that
the calculation of rates and returns does not rely on income from either the CRC or EDC.
Considering the Issues in the Separate docket would have no impact on other elements of

the Rate Case and no effect on RMP’s revenues or returns in the rate case.

The other items in the Rate Case related to Regulation 12, giving RMP the ability to handle
certain line extensions as special contracts or speculative and to classify line extension
facilities as either Network Upgrades or Direct-Assigned Facilities, would also not affect the
Rate Case if they were examined in the separate docket. The other concerns raised in
Tract's Comments and informal discussions with the Division are not currently part of the
Rate Case and their inclusion in the Rate Case would add nothing to the Commission’s

ability to determine just and reasonable rates.

“What is the benefit of simultaneously examining RMP's line extension
proposals for large customers in the GRC and, in a separate agency action, the

24 Docket No. 24-035-04, Application of Rocky Mountain Power for Authority to Increase its Retail Electric
Utility Service Rates in Utah, Rocky Mountain Power’s Response to OCS 61" Set Data Requests 6.8
and 6.9, August 19, 2024.

25 DeMers, supra lines 207 - 211.

26 Docket No. 24-035-04, Rocky Mountain Power’s Response to OCS 6t Set Data Requests, supra, Data
Request 6.8, p. 7. Attached as Exhibit A.



DPU Action Request Response
Docket No. 24-035-43

issues DPU desires to be investigated separately?”
It would be best to address all Issues in a separate docket because they are all related and

could interact with each other in complex ways but do not have a significant effect on the
rest of the rate case. This includes those Issues currently in the rate case, those mentioned
in Tract's Comments, and those that have not yet been formally presented. As discussed
above, the interested companies are also different from those in the rate case and the

timing required is unlikely to fit into the rate case schedule.

Conclusion

The Issues should be investigated and resolved in a separate docket. The Issues are
important, complex, and distinct from those in the rate case and there is insufficient time left
in the rate case to address them properly. Many of the parties interested in these issues are
different than those in the rate case and the changes proposed to Regulation 12 in the Rate
Case do not directly affect rates. The Division recommends that all issues related to

Regulation 12 and potential changes to it should be handled in a separate docket.

CC: Michele Beck, Office of Consumer Services
Jana Saba, Rocky Mountain Power



DPU Action Request Response
Docket No. 24-035-43

Exhibit A

OCS Data Request 6.8

Revenues — Capacity Reservation Charge. Company withess Anna DeMers presents the
Company’s proposed new Capacity Reservation Charge in her direct testimony with a
proposed beginning date of September 1, 2025. It does not appear that the estimated

revenues from the proposed new charge were included in the test year.

(a) Please explain, in detail, why estimated revenues associated with the proposed new
Capacity Reservation Charge were not included in the adjusted test year revenues in this
case. If such revenues were included, please identify specifically where they were added in
Exhibit RMP__ (SEM-3) and provide the amount included.

(b) Please provide the Company’s current best estimate of revenues it will realize in the
adjusted test year ending December 31, 2025 associated with the proposed new Capacity
Reservation Charge if the charge is approved. Include all workpapers, calculations and

assumptions used to estimate the associated revenues.

(c) Please provide the Company’s current best estimate of annual revenues it would realize
for the first twelve-month period after implementation of the proposed new Capacity
Reservation Charge (i.e., 12-months ending August 31, 2026) if the charge is approved.
Include all workpapers, calculations and assumptions used to estimate the associated

revenues.

Response to OCS Data Request 6.8

(a) The Company believes that the revenue from the Capacity Reservation Charge will be
negligible in the test year. Please refer to the direct testimony of Company witness, Anna
DeMers, page 10, lines 207 through 211. The Company plans to provide customers six
months from the general rate case (GRC) effective date to work with the Company to
reduce their Reserved Capacity. This charge will only be in effect for half of the test year,
and customers will also have the opportunity to adjust Reserved Capacity and load requests

to minimize or eliminate Capacity Reservation Charges.

(b) The Company cannot provide this information. In addition to the Company’s assumption

that the charge will be minimal, the Company anticipates that Reserved Capacity will

8
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change in the six months before the Company begins charging customers for Excess
Reserved Capacity. Additionally, the Company cannot anticipate if any customers requiring
between 1,000 kilovolt ampere (kVA) and 25,000 kVA will elect to pay the Capacity

Reservation Charge in that time period.

(c) The Company objects to this request as the requested revenue time period is outside of
the scope of this GRC proceeding. Notwithstanding this objection, the Company responds

as follows:

The Company currently has fewer than 20 existing customers in Utah requiring 25,000 kVA
or more. While the Company has been receiving an unprecedented number of requests of
this size and would like to have a Capacity Reservation Charge in place as these customers
present load requirements to the Company and sign agreements, few if any of these
projects will be in service and incurring a Capacity Reservation Charge by August 31, 2026.

The Company anticipates that revenue from this charge will be minimal in the first year.
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