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PLEASE STATE YOUR NAME, BUSINESS ADDRESS, AND EMPLOYMENT FOR

THE RECORD.

My name is Jeremy Hirschi. My business address is Heber Wells Building, 160 East
300 South, Salt Lake City, Utah 84114. | am employed by the Utah Division of Public
Utilities (“Division” or “DPU”), Utah Department of Commerce as a Utility Technical

Consultant.
ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING?
| am testifying on behalf of the Division.

ARE YOU THE SAME WITNESS WHO TESTIFIED ON BEHALF OF THE
DIVISION DURING THE INTERIM RATE PROCEEDING IN THIS DOCKET?

Yes.

WOULD YOU SUMMARIZE YOUR EDUCATIONAL AND PROFESSIONAL
BACKGROUND?

I hold a bachelor of science in accounting from Utah State University and a master of
science in accounting with an emphasis in tax from Weber State University. | am
licensed as a Certified Public Accountant (CPA) in the State of Utah and have been
with the Division for over two years. Overall, | have 20 years of professional financial
experience, including eight years performing external CPA and financial audits, and
ten years in senior public sector financial leadership roles, serving as Financial

Controller and Chief Financial Officer for state and local government entities.

SCOPE OF TESTIMONY

PLEASE DESCRIBE THE PURPOSE OF YOUR TESTIMONY.

In my testimony, I

1. Present the Division’s recommendations regarding Corix’s requested revenue

requirement in its application to establish its initial thermal rates and charges, and
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approving the utility’s initial thermal tariff for the Utah City District Energy Utility

(“UCDEU”) system in Vineyard, Utah (“Application”);

2. Present the Division’s overall revenue requirement recommendation based on our

comprehensive analysis;

3. Introduce the Division’s witnesses and summarize their respective areas of

testimony; and

4. Address specific policy, reporting, and operational oversight issues unique to heat

corporations.

PLEASE PROVIDE BRIEF BACKGROUND REGARDING THE APPLICANT
AND ITS REQUEST.

Corix Utah City Heating and Cooling LLC (“Corix” or “Company”) is a “heat
corporation” under Utah Code section 54-2-1(16)(a). It represents the first public
utility of this classification to be regulated by the Public Service Commission of Utah

(“Commission”).

Corix is a greenfield utility constructing a district energy system to provide
centralized heating and cooling services to the Utah City development in Vineyard,
Utah. At full build-out over the next 20 years, the system is projected to serve
approximately 64 buildings.’

On May 4, 2026, Corix filed its General Rate Case (“GRC”) Application to establish
its initial thermal tariff and rate structure. Because the Company anticipated
providing thermal service to its initial customer on August 1, 2026—prior to the
scheduled conclusion of this full rate proceeding—the Company requested interim
rate relief on May 6, 2026. Following an evidentiary hearing, the Commission

approved interim rates on June 19, 2026, effective August 1, 2026.2

' Order Approving Interim Rates (June 19, 2026) at 2.

2/d.
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DIVISION WITNESSES

Q.

PLEASE SUMMARIZE THE TOPICS AND WITNESSES THE DIVISION IS
PROFFERING IN THIS GRC.

The Division’s testimony focuses on five primary areas: regulatory oversight
frameworks, cost of capital, revenue requirement and accounting mechanisms,

expense and rate base adjustments, rate design, and consumer protections.

First, regarding regulatory frameworks: as district energy systems like heat
corporations represent a relatively novel utility model in Utah, there is a distinct lack
of established regulatory rules and reporting precedent. In my testimony, | provide
specific recommendations to establish ongoing reporting, meter accuracy
verification, and service quality standards to ensure proper long-term Commission
oversight and suggest that a working group be formed to discuss issues related to

heat corporations.

Second, regarding cost of capital: Corix proposes a capital structure of 50% equity
and 50% debt, a return on equity (“ROE”) of 10.5%, and a cost of debt of 7.49%.
Division witness Casey Coleman addresses the Division’s evaluation of this request
and recommends a reduced ROE of 10.0% alongside the 5.6% cost of debt,
establishing a more balanced financial structure that results in just and reasonable

rates that are in the public interest.

Third, regarding accounting deferral mechanisms: Corix proposes a two-part rate
structure (a fixed Capacity Charge and a variable Energy Charge), alongside two
deferral tools—the Revenue Deficiency Deferral Account (“RDDA”), to smooth the
rate during this greenfield utility's ramp-up period, and the Energy Cost
Reconciliation Account (‘ECRA?”), which would serve as a pass-through account for
the Company to recover its energy supply costs.? Division witness Thomas Allred
addresses the operational mechanics of these deferral accounts and presents the

Division's evaluation of whether they meet statutory standards for prudency and

3 Application at 4-6.
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reasonableness. He presents recommendations to ensure the mechanisms are in

the public interest.

Fourth, regarding revenue requirement and rate base: the Division evaluated several
financial model inputs that require adjustment, including contingency expenses and
working capital estimations. Division witness Justin Shelton details the Division’s

specific recommendations on these expense items in Corix’s requested rate base.

Finally, regarding rate design and end-user protections: building on concerns raised
during the interim rate hearing, the Division conducted further analysis of Corix's
financial models, engaged with company representatives, and evaluated standards
from other jurisdictions. Division withess Imran Mohammed presents our findings
regarding standard fees, tariff terms, and proposed tariff modifications designed to

ensure adequate end-user protections.

PLEASE PROVIDE A SUMMARY OF DIVISION RECOMMENDED
ADJUSTMENTS TO THE COMPANY’S APPLICATION.

Based on the collective analysis and testimony of the Division’s witnesses, the
Division recommends that the Commission approve a revenue requirement
adjustment that reflects our findings across capital costs, expenses, rate base, and

tariff structures.

Because the RDDA acts as an insulating instrument in the model, the adjustments
proposed do not affect the proposed capacity charge rate. Instead, the Division
recommended effects are isolated to impact only the ending balance of the RDDA.
This will help reduce the RDDA timeframe and doing so will allow the Company to
have additional flexibility in case there are delays over the next 15 years, such as
delays in building construction. This means that the Company may be able to

recover its capital costs over a shorter period with this shorter timeline.
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Table 1 - Division Recommendations

Return on Equity 10.50% 10.00% Casey Coleman
(ROE)
Capital Structure & |50% Equity /50% Debt; |(50/50 Equity/Debt; Casey Coleman
Debt 7.49% Debt Cost 5.6% Debt)
Revenue Projections [Establish RDDA & ECRA |Approve with oversight Thomas Allred
and Accounting mechanisms (Impose specific audit and
Deferrals prudency criteria); remove
RDDA from rate base
RDDA RDDA included in rate Exclude RDDA from rate  |Thomas Allred
base base
Rate Base & Rev Unadjusted initial GRC  |Adjusted (Disallows Justin Shelton
Requirement Costs |estimates (including contingency expense;
contingencies & working |adjusts working capital
capital) calculations)
Tariff & End-User Proposed initial thermal |Modified (Targeted tariff Imran Mohammed
Protections tariff language revisions to enhance
tenant protections)
Utility Oversight Standard GRC rules Adopt Heat Corp Reporting [Jeremy Hirschi
Framework Regime (Establish annual
financial, meter, and
quality reports)
Chart shows high level summary, not fully inclusive of all Division recommendations. See individual witness
102 testimonies for more info.

103

104 Table 2 below shows the Division’s proposed adjustments to the Company’s

105 requested revenue requirement and applicable rates based upon the testimony
106 provided by the applicable Division witnesses. The Division notes that it was not
107 evident how DPU witness Shelton’s proposed adjustment to cash working capital
108 affects the Company’s financial model, therefore if the Commission supports the
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adjustment, it is recommended that the Company provide the corresponding

estimate.

Table 2 - Division Proposed Adjustments to Corix GRC

*See DPU Witness Allred testimony
**See DPU Witness Shelton Testimony
***See DPU Witness Coleman Testimony

Corix Proposed/Projected $ 4,907,704 | $ 34,275,889 | $ 3,513,368 | $ 15.85 | $ 268,629 | $ 0.0417
Adjust Carrying Cost Rate from

4.88%105.17%* $ (23)| $ $ $ $ (23) $
Remove 15% Const

Contingency** $ (18,471)| $ (463,239)| $ (18,472)| $ $ $
Change COD from 7.49% to

5.6%*** $ (247,480)| $ (342,946)| $ (247,480)| $ $ $
Change in ROE from 10.5% to

10.0%*** $ (80,963)| $ (89,461)[ $ (80,963) $ $
Remove the RDDA from Rate

Base* $ $ (3,166,453)| $ $ $ $
Change the RDDA Interest Rate

from WACC 8.995% to Carry

Charge 5.17%* $ (121,117)| $ $ (121,117)| $ $ - $
Total Adjustments $ (468,054)| $ (4,062,099)( $ (468,032)[ $ - $ (23) $

RESULTED IN YOUR RECOMMENDATION IN THIS CASE.

| reviewed the Application, the testimony of the witnesses, and the exhibits,

submitted data requests, reviewed responses to data requests as well as the

responses to data requests from other parties in the case. | also met with

representatives from the Company several times to obtain the information.

PLEASE SUMMARIZE THE INVESTIGATION YOU PERFORMED, WHICH

Furthermore, | reviewed comparable rule requirements for other regulated utilities in

Utah.
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RECOMMENDATIONS

Q.

PLEASE SUMMARIZE THE SPECIFIC RECOMMENDATIONS YOU ARE
OFFERING IN THIS PROCEEDING.

Because heat corporations represent a novel utility class in Utah, establishing a
clear regulatory oversight framework is critical to ensuring long-term transparency,
public interest protections, and operational reliability. Drawing from established
oversight practices in traditional gas, electric, and water utilities, | recommend that

the Commission adopt the following three core regulatory requirements:
Recommendation 1: Rulemaking Workgroup

| recommend that the Commission order the initiation of a collaborative workgroup—
comprising the Division, the Office of Consumer Services (“OCS”), the Company,
and other interested stakeholders—to develop proposed administrative rules
defining "complete filing" requirements for future heat corporation GRC applications.
In addition, | support DPU withess Mohammed’s recommendation for a workgroup to
address end-user protections and develop proposed rules to address end-user

issues, which can be covered by the same workgroup.
Recommendation 2: Thermal Uniform System of Accounts (USoA)

| recommend that the Commission order the Company to collaborate with the
Division, OCS, and interested parties to establish a Thermal Uniform System of
Accounts (USoA). This standardized accounting system should clearly define and
track gross plant-in-service, Operation & Maintenance expenses, depreciation
reserves, and specialized regulatory deferral accounts (such as the RDDA and
ECRA).

Recommendation 3: Standard Utility Reporting Framework

| recommend that the Commission order Corix to submit regular operational and

financial reports comparable to other regulated public utilities.

Specifically, the framework should require:
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1. Annual Financial & True-Up Reports:

a. Results of Operations (ROO) Filing: Annual reporting of audited
financial data mapped to the eventual Thermal USoA.

b. Financial and Operational Schedules: Adapted for district energy
systems similar to FERC Form 1/2.

c. Annual True-Up Reconciliation: Annual audit and true-up filing for the
ECRA and RDDA prior to rolling balances into rate base.

2. Annual Quality of Service & Reliability Report: Tracking metrics such as
unplanned outage duration and frequency, service call response times, customer
complaint volume, and primary meter accuracy/calibration logs.

3. Regular System Capacity & Build-Out Progress Report: Updates on
connected building square footage, peak thermal demand growth versus design
capacity, and construction milestone tracking to evaluate intergenerational cost
allocations and RDDA tracking.

4. Event-Driven & Ad-Hoc Reports:

a. Major Capital Asset Transactions: Advance notification (consistent with
Utah Admin. Code R746-401-3) prior to acquiring, transferring, or
disposing of major utility plant assets.

b. Emergency Incident & Disruption Reports: Rapid notification following

major system disruptions, pressure drops, or safety incidents.

The Division envisions that these reports could be combined where practical. In
addition, the proposed workgroup may also be an acceptable environment to
evaluate and flesh out details of the above recommendations presented for

Commission approval in a subsequent proceeding.

Recommendation 4: Division Recommended Adjustments to the Revenue

Requirement

| recommend that the Commission adjust the Company’s requested revenue
requirement as recommended by Division witnesses and as shown in Table 2,

Division Proposed Adjustments to Corix GRC.
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WHAT REVIEW AND OVERSIGHT ELEMENTS ARE IN PLACE FOR OTHER

UTILITIES THAT WOULD BE USEFUL FOR CORIX?

Other Utah regulated utilities like Rocky Mountain Power (“RMP”) and Enbridge Gas
Utah (“EGU”) utilize balancing accounts for energy costs that are passed through to
ratepayers. When a utility spends more for energy than projected in the approved
rates, it is permitted to recover the additional cost; conversely, when it spends less,
the difference is credited back to ratepayers. The Division performs regular audits on
RMP’s Energy Balancing Account as well as EGU’s 191 pass-through account to
determine if the costs included in rates are reasonable. The Division recommends
that the Commission establish rules governing the timing of filings and specific
information requirements so the Division can perform a similar annual review of

Corix's pass-through costs.

In addition, the EGU and RMP each report on the prior year’s results of operations.
The Division recommends that Corix be required to submit an annual Results of

Operations report following a procedure similar to other regulated utilities.

Finally, during this docket, parties collaborated to a draft set of procedures and
information requirements to define a "complete filing."4 While those efforts
successfully identified what the Company needed to submit for this initial case, the
requirements should be reviewed after the conclusion of this GRC proceeding. The
Division recommends the Commission open a separate proceeding within six
months of the final order to ensure permanent rules are drafted prior to the

Company’s next GRC filing.

WHEN DOES THE COMPANY INTEND TO FILE ITS NEXT GRC?

Discussions with the Company indicate that the Company intends to file its next
GRC approximately one year after the conclusion of this case. Having formal rules
established beforehand will clarify expectations and allow Division personnel to

conduct a far more efficient and effective rate case review.

4 Order (Mar. 26, 2026).
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In joint comments filed earlier in this proceeding, the Division and Corix suggested a
rulemaking process pursuant to Utah Code section 63G-3-301 following the
completion of this initial rate case, noting that "this process would allow the Parties
the advantage of crafting a rule based on their experience with the initial general rate

case application . . .."s

In its March 26, 2026 Order, the Commission noted that while this suggestion was
"helpful and potentially advisable,"® a decision on whether to open a separate

proceeding was not necessary at that time.

The Division maintains its recommendation to establish formal rules following this
docket. Consolidating the rulemaking for complete filing standards alongside the
rulemaking for regular reporting requirements recommended by the Division and
other parties will save administrative time and provide a far more streamlined
process. However, if the Commission prefers to address these different rulemaking
considerations across separate dockets, the Division is fully amenable to that

approach.

COULD YOU ELABORATE ON THE DIVISION’S PROPOSED QUALITY OF
SERVICE AND RELIABILITY REPORTING REQUIREMENTS FOR CORIX?

Yes. Pursuant to the Commission’s conditional CPCN Order, establishing an
acceptable regulatory framework requires defining clear service quality standards
and recourse for end users—particularly tenants who depend on the thermal system
for space heating, domestic hot water, and cooling. In traditional electric, water, and
gas utilities, customers are protected by explicit service reliability indices and
operational rules. Of course, the Commission’s jurisdiction over the end user and its

complaints is not clear.

Therefore, the Division recommends an Annual Quality of Service and Reliability

Report that tracks the following key performance indicators:

5 Division and Corix Joint Comments and Request for Expedited Consideration (Mar. 17, 2026) at 6.
6 Order (Mar. 26, 2026) at 4.

10
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System Availability and Outage Metrics: Detailed logs of all planned and
unplanned supply disruptions, including total outage duration, affected building
square footage, customer counts, and root-cause analyses. Specifics of the
requirements may be determined in a workgroup setting with input from the

Company and other parties.

Customer Response Times: Performance tracking against established service
response targets (e.g., emergency service calls and standard non-emergency
inquiries resolved within a specified timeframe). This applies to the Company’s
response to its customer, however, the extent the Company can obtain similar

information related to its end users, the report can include end user data too.

End-User Complaint Log: A summary of all formal and informal complaints
received directly by the utility from customers and end users, including outcomes, if

known.

WHAT SPECIFIC METERING AND SYSTEM EFFICIENCY REPORTS ARE YOU
RECOMMENDING?

Metering accuracy is the foundation of fair bill allocation, especially in a two-part rate
design featuring Capacity and Energy charges. Unlike traditional gas or electric
meters, district energy systems rely on Energy Transfer Stations (“ETS”) and
complex BTU/thermal meters measuring temperature differentials and fluid flow. To
protect both the utility and end-users, the Division recommends an Annual Meter

Accuracy and System Efficiency Report comprising:

Primary ETS Meter Calibration Logs: Proof of annual testing, calibration, and
maintenance for all primary utility-owned meters to ensure measurements remain

within standard accuracy thresholds (typically +/- 2%).

Thermal System Loss Analysis: A year-end reconciliation comparing total thermal
energy generated at the central plant against total thermal energy delivered and
billed at customer ETS meters. Tracking system losses (unaccounted-for thermal

energy) ensures that excessive distribution losses caused by poor insulation or

11
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piping degradation are identified early and not inappropriately passed through to

ratepayers.

Q. DOES THE COMMISSION NEED TO DELAY THE TARIFF APPROVAL UNTIL
RULES ARE CREATED?

A. No. The Commission-approved tariff should function well enough for the interim to

establish material expectations of the Company.

Q. ARE THERE OTHER ISSUES THAT THE DIVISION IS STILL REVIEWING IN THIS
PROCEEDING?

A. Yes. The Division is still reviewing intercompany allocations and costs related to short
term incentive plans being requested for recovery in rates. The Division has submitted
data requests to the Company and is awaiting the corresponding information before
taking a stance on the prudency, reasonableness, and whether they are in the public
interest. After the Division’s review, the Division will provide recommendations in

subsequent testimony, if applicable.
CONCLUSION
Q. WHAT ARE THE DIVISION’S RECOMMENDATIONS IN THIS GRC?

A. The Division recognizes the substantial effort and work the Company has put into
preparing its initial GRC Application. As a greenfield utility establishing Utah’s first
regulated district energy system, Corix faces unique challenges in compiling financial

models and operational projections without historical base-year data.

Based on the Division’s comprehensive review, we conclude that the Company’s
requested rate structure and revenue requirement require key adjustments to ensure
rates remain just, reasonable, and in the public interest. Specifically, the Division

recommends that the Commission order the following:

1. Revenue Requirement & Cost of Capital Adjustments: Adopt the Division’s
financial recommendations, including reducing the authorized ROE to 10.00%

(witness Coleman), adjusting rate base and expense items including cash

12
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working capital, energy taxes, and contingency allowances (witness Shelton),
and approving the RDDA and ECRA accounting deferral mechanisms subject to

explicit audit criteria (witness Allred).

. Tariff & Consumer Protections: Approve the Division’s proposed tariff

modifications (withess Mohammed) to ensure end-user protection standards

align with the Commission's CPCN conditions.

. Comprehensive Reporting Regime: Order Corix to provide ongoing reports,

including Annual Results of Operations filings, pass-through deferral true-ups,
semi-annual capacity growth updates, annual service quality/metering reports, as
well as Division withess Mohammed’s recommended allocation compliance

report.

. Post-GRC Rulemaking Workgroup: Direct Corix to initiate a collaborative

workgroup with the Division, OCS, and other interested parties within six months
of the final order in the GRC to develop proposed administrative rules defining
"complete filing" requirements for future heat corporation GRCs as well as other

reporting standards mentioned earlier.

DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?

Yes.

13
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