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THEREFORE

INTRODUCTION AND SUMMARY

COMES NOW the J. R. Simplot Company (“Simplot™) and pursuant to Rules 262 and
263 of the Rules of Procedure of the Idaho Public Utilities Commission (“Commission”) and
submits this Motion to Take Official Notice (Rule 262) and Offer into Evidence (Rule 263) of
relevant portions of the testimony and exhibits in Case no. [IPC-E-11-08. As stated in Simplot’s
Reply to Idaho Power Company’s (“Idaho Power” or the “Company”) Motion to Dismiss for
Lack of Subject Matter Jurisdiction (“Motion”):

[T]he underlying testimony and order in the general rate case (Docket No. [PC-E-11-08)

are so intertwined with the issues raised by Idaho Power’s Motion, Simplot is

contemporaneously filing a motion for official notice of the relevant Portions of the
testimony to allow for it to be a part of the record in this proceeding.

" Simplot Reply at p. 2.



This Commission’s rule of procedure, at Rule 262, provides:

When a party offers in evidence any portion of a transcript, exhibit, or other record from

any other proceeding before the Commission, the portion offered must be specifically

described and, if admitted, will be made an exhibit.
In addition, Rule 263 allows for the Commission to take official notice of maters of common
knowledge. Therefore, Simplot offers the following specifically describe portions of testimony
and exhibits from Idaho Power’s last general rate case proceeding in which Rule M was adopted:

1. The opening colloquy and the public witness testimony of Mr. Stace Campbell,
Tr. 10 — 25. Exhibit 4, the Application (deemed Petition) contains Simplot’s first three Exhibits.

2 The direct (live) testimony, prefiled rebuttal testimony and cross examination
testimony of Mr. Warren Kline on behalf of Idaho Power Company. Tr. 133 — 178, attached as
Exhibit 5.

3. The direct (live) testimony, prefiled rebuttal testimony, cross examination
testimony and Exhibit 52 of Mr. Mike Youngblood on behalf of Idaho Power Company. Tr. 236
— 306, attached as Exhibit 6.

4, The direct (live) testimony, prefiled direct testimony and cross examination
testimony of Mr. Del Butler on behalf of the Industrial Customers of Idaho Power. Tr. 340 —
360, attached as Exhibit 7.

5. The direct (live) testimony, prefiled direct testimony, cross examination testimony
and Exhibits 301 — 308 of Dr. Don Reading on behalf of the Industrial Customers of Idaho
Power. Tr. 362 — 450, attached as Exhibits 8A and 8B.

6. The direct (live) testimony, prefiled direct testimony and cross examination

testimony of Mr. Don Sturtevant on behalf of the Industrial Customers of Idaho Power. Tr. 451
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— 491, attached as Exhibit 9.

In order to respond to the legal issues raised by Idaho Power’s Motion the Commission
will need to fully understand the genesis of Rule M and Idaho Power’s positions with regard to
customer purchases of facilities owned by Idaho Power on the customer side of the meter. The
testimony and exhibits Simplot hereby moves into the record are necessary for the Commission
to make its ruling on Idaho Power’s Motion and Simplot’s Answer thereto.

This Motion is appropriate under Rule 263(b)(1) as the existence of the testimony and
exhibits offered is commonly known and beyond dispute. Further, the substance of the
testimony and exhibits are not in dispute. This Motion is also appropriate under Rule 262 as the
testimony and exhibits are relevant and necessary for the Commission to make an informed
decision. These testimony and exhibits should be made a part of the record in this proceeding to
ensure the administrative record is complete in the event of any subsequent appeal.

Wherefore, Simplot respectively moves for official notice and/or the admission of
Exhibits 4, 5, 6, 7, 8A, 8B and 9 attached hereto.

RESPECTFULLY SUBMITTED this 10th day of September 2013

RICHARDSON ADAMS, PLLC

o PO ihonsr—

Peter J. Richardson
Attorneys for J.R. Simplot Co.
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CERTIFICATE OF SERVICE
I hereby certify that the 6™ day of September 2013, copies of the foregoing Motion for
Official Notice and accompanying exhibits of the J. R. Simplot Company were delivered to:

Jennifer M. Reinhardt-Tessmer Jean Jewel

Lisa Nordstrom Secretary

Idaho Power Company Idaho Public Utilities Commission
1221 West Idaho 472 West Idaho

Boise, Idaho 83702 Boise, Idaho 83702

Kris Sasser

Counsel

Idaho Public Utilities Commission
472 West Washington Street
Boise, Idaho 83702

by K%QMW

Nina Curtis
Administrative Assistant
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BOISE, IDAHO, MONDAY, DECEMBER 5, 2011, 9:30 A. M.

COMMISSIONER SMITH: Good morning, ladies
and gentlemen. This is the time and place set for a
hearing in Idaho Public utilities Commission Case No.
IPC-E-11-08. It is also further identified as in the

matter of the application of Idaho Power Company for

O 0 N O V1 & W N =~

authority to increase its rates and charges for electric
10 service in Idaho.

11 For those of you who haven't been here

12  before, the three of us are the Public Utilities

13 commission. oOn my left is President paul Kjellander, and
14 on my right is Commissioner Mack Redford. I'm Marsha

15 smith and I'm chairing this hearing.

16 we'll begin by taking the appearances of
17 the parties, beginning with the Applicant.

18 MS. NORDSTROM: Thank you. Good morning.
19 My name is Lisa Nordstrom and I am representing Idaho

20 Power, and seated with me is my co-counsel, Jason

| 21 williams.

22 COMMISSIONER SMITH: Thank you. Mr.
23 Otto.
24 MR. OTTO: Good morning. This is Benjamin

25 otto with the Idaho Conservation League, and with me at

CSB REPORTING 10 coLLoqQuy
(208) 890-5198
$
Page 1
J. R. SIMPLOT COMPANY'S MOTION TO TAKE ' Page 1

OFFICIAL NOTICE AND/OR OFFER INTO EVIDENCE
Exhibit #4




120511mrn. txt T

the table are Nancy Hirsh with the Northwest Energy

1

2 Coalition and Ken Miller from the Snake River Alliance.

3 COMMISSIONER SMITH: Thank you.

4 Mr. Howell.

5 MR. HOWELL: Donald Howell, Deputy

6 Attorney General, and Karl Klein, Deputy Attorney

7 General, representing the Commission Staff today.

8 COMMISSIONER SMITH: A1l right,

9 Mr. purdy.
10 MR. PURDY: Thank you. Brad Purdy on
11  behalf of the Community Action Partnership Association of
12 1daho and with me today is Ms. Teri Ottens, CAPAI's
13  witness.
14 COMMISSIONER SMITH: Mr. Olsen?
15 MR. OLSEN: Yes, Eric Olsen with the Idaho \
16 Irrigators Pumpers Association. -y
17 MR. NELSON: Good morning. Thor Nelson
18 and Fred Schmidt back here with the Taw firm of Holland &
19 Hart on behalf of the Micron Technologies.
20 COMMISSIONER SMITH: Mr. Richardson.
21 MR. RICHARDSON: Thank you, Madam Chair.
22  peter Richardson with the firm Richardson & 0'Leary here
23  on behalf of the Industrial Customers of Idaho Power, and
24 with me are my witnesses Dr. Don Reading, Del Butler, Don
25 sturtevant, and also with the Industrial Customers here

CSB REPORTING 11 coLLoqQuy
(208) 890-5198

1 this morning is Eric Erickson with Amalgamated Sugar and .
2 7im Bergan with Glanbia Foods.

3 COMMISSIONER REDFORD: what was the last

4 one, please?
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MR. RICHARDSON: Jim Bergan with
Glanbia.

COMMISSIONER SMITH: Mr. Miller.

MR. MILLER: Thank you, Madam Chairman.
Dean J. Miller with the firm McDevitt & Miller on behalf
of Hoku Materials, Inc. I'm here unaccompanied.

COMMISSIONER SMITH: How sad, and I notice
they've strategically denied you a microphone.

MR. MILLER: That was probably good
thinking on somebody's part.

COMMISSIONER SMITH: Okay, is there anyone
here appearing on behalf of Kroger?

MS. KYLER: Yes, that's me.

COMMISSIONER SMITH: oOkay.

MS. KYLER: Jody M. Kyler with the firm
Boehm Kurtz & Lowry on behalf of The Kroger Company, and
with me is my witness Kenneth C. Higgins.

COMMISSIONER SMITH: And Ms. Kyler, could
you please spell your last name?

MS. KYLER: K-y-l-e-r.

COMMISSIONER SMITH: Thank you.

CSB REPORTING 12 COoLLOQUY
(208) 890-5198

COMMISSIONER REDFORD: Where are you
from?

MS. KYLER: Cinncinati, ohio.

COMMISSIONER REDFORD: Is that part of
the United States?

COMMISSIONER SMITH: ATl right, the only
other -- that is the appearances by all the parties who

are on my Notice of Parties list, except for the
Page 3
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Department of Energy. I would note that the DOE has sent
a letter requesting to be excused from the hearing and
noting their participation in the development of the
stipulation and its support for that, so the attorneys
for the Department of Energy are excused from today's
hearing.

Before we begin with preliminary matters,
I believe we have one person who is a member of the
public who is not available to be at our public hearing
tonight and wishes to testify, so we will take him first,
wherever he is.

our procedure for public witness testimony
is you come up here, President Kjellander will ask you to
raise your right hand and swear you in, and staff counsel
will ask you a couple of questions to get you on the
record correctly and then you'l1l be able to give your
statement.

CSB REPORTING 13 coLLoQuy
(208) 890-5198

STACE CAMPBELL,
appearing as a public witness, having been duly sworn,

was examined and testified as follows:

EXAMINATION

BY MR. HOWELL:
Q Good morning, sir. Could you state your
full name and spell your Tlast for the record, please?
A My name 1is Stace James Campbell,
C-a-m-p-b-e-1-1.

Q And Mr. cCampbell, whom are you employed
Page 4
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13  by?

14 A McCain Foods, USA.

15 Q And you are presenting public testimony on
16 their behalf tonight?

17 A Yes, I am.

18 Q or today, and please give the Commission
19  your statement.

20 A okay, thank you. I'm here on behalf of
21 MccCain Foods in concern of the FCA facility charges that
22 are tied to distribution facilities. A couple of things
23 that we wanted to comment on, especially to the
24 Ccommission, is the DFIR costs associated with equipment
25 on our properties in Idaho, and our concern is that the

CSB REPORTING 14 CAMPBELL
(208) 890-5198 Public
$

1 facility charges aren't in Tine, are not actually

2 representative of the risk for which Idaho Power faces

3 with those, and the charges and the percentage rate for

4 which they are billing us at are not in Tine with what we
5 would expect.

6 I want to state some examples. After a

7 pretty tough time of getting the information out of Idaho
8 Power, we were able to pull a report that shows that we

9 have transformers on our property, one of which is 56
10 years old, has a stated value of $904. It costs us $184
11 a year in facility charges. It's $10,327.30 over the
12 Tifetime that it's been there that we have been charged
13 for and it could have been replaced 11 times.

14 The risk for Idaho pPower 1is very low, very
15 minimal in regard to these transformers as 50 percent of
16 our transformers are over 20 years old. 70 percent are

Page 5
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17 over 15 years old. The risk of failure is quite low;
18 however, we're told on a repeated basis by Idaho Power
19 that those charges are there to mitigate the costs of
20 replacement and maintenance on our facilities. However,
21  din the same conversation, they discussed that they're
22  T1imiting their ability to support us via TSA's and are
23  reducing their scope of work that they'l11 provide in our
24 facility, so we question why we're billed monthly over
25 $8,900 a month, why we pay over $107,157 a year in
CSB REPORTING 15 CAMPBELL
(208) 890-5198 Public
1 facility charges and why that is an impact of us that
2 reduces our competitive edge in the market.
3 For us to be competitive, we have to keep
4 our costs low. This is a cost that we feel is an added
5 cost of the ownership of the property that results in an
6 unnecessary revenue extreme for Idaho Power that costs
7 jobs. We have nearly 700 direct employees at that
8 facility. with this average annual charge, we could add
9 two additional employees which would reflect at least an
10 additional 1.75 in direct jobs. For us to remain
11 competitive, we have to keep our costs low. wWe feel that
12 this is an impact that needs to be Tooked into by the PUC
13 and we do not agree with it.
14 COMMISSIONER SMITH: Does that conclude
15 your statement?
16 THE WITNESS: It does.
17 COMMISSIONER SMITH: Let's see if there
18 are any questions for you.
19 MR. WILLIAMS: Yes, Madam Chairman, just a
20 couple. 2Jason williams on behalf of Idaho Power.
Page 6
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facilities across the globe and we have some in this
particular market. our facility is not the lowest cost
within this particular region in Burley. we have others
in this region that are Tower cost.

Q Your overall bills, though?

A our overall bills? our overall bills are
competitive in regard to our utilities; however, there is
room for improvement there.

COMMISSIONER KJELLANDER: Okay, thank
you.

COMMISSIONER SMITH: Commissioner
Redford.

EXAMINATION

BY COMMISSIONER REDFORD:

Q Yes, sir, how long has this particular
plant that you're referencing been there?

A Under various ownership, it's changed
hands over the years, as far as McCain, it's been since
the mid '90s; however, the facility was initially
producing potatoes back in the 1950s. The first
transformer that we have on site that is still under a
facility charge was placed in 1955.

Q when you were doing your due diligence for

CSB _REPORTING 19 CAMPBELL (Com)
(208) 890-5198 Public

your purchase of this plant, did you take a look at or

Page 9
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2 review the tariffs of Idaho Power that would be /
3 applicable to you?
4 A I was not employed at McCain at the time
5 during that purchase; however, under due diligence on my
6 part and acquiring data, it was not clear even at that
7 time what the facility charges represented, and that
8 information is very hard to extract from Idaho Power.
9 Q So how long did it take you to extract
10 that information?
11 A Multiple requests, and over a three-week
12 period of almost constant daily requests, I finally did
13 receive the data.
14 Q Doesn't your invoice or your statement
15 provide a line item for facilities charges?
16 A It provides a line item that shows a
17 single dollar amount. You get a summary report that '>
18 breaks it down into four categories, but you do not know - |
19 what those assets are unless you actually request that
20 data from Idaho Power. They pull a report which 1lists
21 the asset by its value, its location, its description and
22 year of service.
23 Q Can you work back through the numbers that
24 you get on your invoice to gain any of that information
25 or do you have to get it directly from Idaho Power?
CSB REPORTING 20 CAMPBELL (Com) :
(208) 890-5198 Public
¥
1 A You have to get it directly from Idaho
2 pPower. It is not exposed on your bill or any billing
3  statement. _ )
4 Q okay, well, the question I have is, it's
5 my understanding that when whoever your predecessor was
Page 10
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started using Idaho Power that the schedule provided for

facilities charges, and for special contracts like yours,
it did not provide for ownership by your company; is that
correct?

A That's my understanding is that the
original ownership, which was IPPI and Atlantic and
pacific corporations, the initial facility charges were
Taid out. From what I've been able to ascertain from
employees that have 40 plus years of experience at the
facility and were involved in this over the years,
there's never been really a clear description of the
facility charge structure. It's not even -- there isn't
even any documentation that exists as far as when a piece
of equipment is brought in what that equipment is valued
at, what that facility charge is going to be. 1It's a
post event, so after that equipment is put in or
replaced, then the evaluation of it is given to the
customer, and I just verified that recently. we did
place two new transformers. I did not get the DFIR
report which showed that increase for 90 days.

CSB_REPORTING 21 CAMPBELL (Com)
(208) 890-5198 Public

Q How many times has a transformer over the
years that you've been involved with that been
replaced?

A I did investigate into that and over the
years there are no recorded instances of transformer
direct failures on that facility, and as I stated, one of
the original transformers from 1955 is still there.

There have been replacements due to load increases.

There have been removals due to load reductions, but they

Page 11
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10 have not had a direct failure of a transformer on that

11 facility.

12 Q well, it seems to me like that's pretty

13 darn good insurance that you have, that you know very

14 well that in the event a transformer goes down that Idaho

15 Power will be right there or within a reasonable period

16 of time to replace the transformer.

17 A I don't feel as though it's an insurance

18 policy. we don't feel as though it's an insurance policy

19 due to the fact that some of our transformers they don't

20 even have readily available for us and we are actually

21 required to keep a spare of our uniques on our property

22 and they GPS it there which we're paying a facility

23 charge on so that they can support a failure if it were

24  to occur.

25 In addition to that, with the rare event
CSB REPORTING 22 CAMPBELL (Com)
(208) 890-5198 Public

$
1 of a failure, Idaho Power has recently brought to Tight
2 with this that they are no longer supporting our TSA
3 agreements, so therefore, we are relying upon contractors
4 to provide those services.
5 Q And these facilities charges are still
6 going on?
7 A The facility charges have not been
8 affected at all.
9 Q It seems to me that there are others

10 similarly situated, do you belong to an organization that

11  monitors things like this?

12 A our particular facility, I am the

13 reliability engineer for the facility and it's under my

Page 12
J. R. SIMPLOT COMPANY'S MOTION TO TAKE Page 12

OFFICIAL NOTICE AND/OR OFFER INTO EVIDENCE

Exhibit #4




14
15
16
17
18
19
20
21
22
23
24
25

W 00 N O v » W N =

e S = T ~ S S S S
N OO i A W N B O

J. R. SIMPLOT COMPANY'S MOTION TO TAKE
OFFICIAL NOTICE AND/OR OFFER INTO EVIDENCE
Exhibit #4

. . 120511mrn. txt
information-gathering and under my direction to feed that

information to some of our corporate guidance; however,
we're not a member, as we stated we're not a member, of
the rest of the group that's here. we're independent.

Q It just seems to me that and the question
is have you approached Idaho Power about maybe
negotiating out either a new facilities charge or a
purchase of these facilities?

A Yes. In fact, that conversation has gone
on for more than two years now and I have discussed this
directly with our large power customer representative Sam
Golay and his direct management sfephen Mews. We've

CSB REPORTING 23 CAMPBELL (Com)
(208) 890-5198 Public

discussed it with the power quality group and we have not
been able to make any forward steps with that discussion.

our facility is a mixed-use facility, I
should clarify that, to where McCain Foods owns the
majority of the distribution on the facility and 1daho
Power owns the transformers and some of the fuse cutouts
and a few of the structures on the property, however,
very limited. It's a unique arrangement and we have
tried to obtain ownership of that, but it falls on deaf
ears.

Q But nevertheless, it's in the tariff and
it's in the contract. I'm just wondering if you and
others need to make another last effort and if that
doesn't work out to come back to the Commission and have
the Commission make some resolve of this. I realize that
we're not constrained for time, but we certainly want to

dispose of those issues that can be otherwise disposed of

Page 13 Page 13
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18 by the parties. would you be willing to enter into some ‘
19 sort of an agreement with Idaho Power to negotiate with
20 the others who are similarly situated and if it doesn't
21  work out come back to the Commission on a single issue
22 case?
23 A My feeling is, sir, and the feeling of our
24 company is that we are being constrained on a very
25 regular basis by changes that Idaho Power is making to
CSB REPORTING 24 CAMPBELL (Com)
(208) 890-5198 Public
1 their transmission and distribution facility charges to
2 our facility. we've tried this open discussion with them
3 over a two-year period and we are not having great "
4 success with that and, therefore, that's why we're here g
5 to show the support to the rest of the group today, and
6 we feel as though Idaho Power just doesn’'t have an open
7 ear and does not wish to listen to us, so we're always
8 open to any opportunity that's going to have some
9 fruitful end.
10 Q Just one question more. When a
11  transformer goes down, what's the time from the time that
12 you note that the transformer has gone down until the
13 time that Idaho Power is there to do the repair or
14  replacement work?
15 A we haven't had a failure of a transformer.
16 I couldn't tell you what that time 1is, sir.
17 COMMISSIONER REDFORD: Thank you very
18 much. 1I appreciate you taking all your time.
19 COMMISSIONER SMITH: We thank you for
20 appearing here and appreciate your help with the case.
21 THE WITNESS: Thank you very much.
Page 14
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COMMISSIONER SMITH: Thank you.

(The witness left the stand.)

COMMISSIONER SMITH: A1l right, we've done

the appearances. Ms. Kyler, are you admitted to practice
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MR. WILLIAMS: Madam Chair, at this time

we would Tike to call Mr. warren Kline to the stand.
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CSB REPORTING 135 DRAKE (Di)
(208) 890-5198 Idaho Power Company

WARREN KLINE,
produced as a witness at the instance of the Idaho Power
Company, having been first duly sworn, was examined and

testified as follows:

DIRECT EXAMINATION

BY MR. WILLIAMS:

Q Good morning, Mr. Kline.

A Good morning.

Q Could you please state your name and spell
your last for the record?

A My name is warren Kline, K-1-i-n-e.

Q By whom are you employed and in what
capacity?

A I'm employed by Idaho Power Company in the
capacity of vice president of customer operations.

Q Are you the same warren Kline that filed
rebuttal testimony on November 16, 20117?

A I am.

Q And if I were to ask you here today under
oath the same questions set forth in your prefiled
testimony, would your answers be the same?

A Yes, they would.
Page 112
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25 Q Do you have any corrections or
CSB REPORTING 136 KLINE (Di)
(208) 890-5198 Idaho Power Company
$
1 modifications to make to your testimony?
2 A No, I do not.
3 MR. WILLIAMS: Madam Chair, at this time I
4 move that the rebuttal testimony of Warren Kline be
5 spread upon the record as if read.
6 COMMISSIONER SMITH: If there is no
7 objection, it is so ordered.
8 (The following prefiled rebuttal testimony
9 of Mr. warren Kline is spread upon the record.)
) 10
‘ 11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
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$
1 Q. Please state your name and
2 business address..
3 A. My name is warren Kline and my business address
4 s 1221 west Idaho Street, Boise, Idaho.
5 Q. Are you the same warren Kline that submitted
6 direct testimony in this proceeding?
7 A. Yes, I am.
8 Q. Wwhat is the purpose of your rebuttal testimony?
9 A. I will describe Idaho Power Company's ("Idaho
10 Power" or "Company") facilities charge service option
11 from a customer service standpoint, particularly some of
12 the issues associated with mixed ownership of facilities
13 and with Company personnel maintaining customer-owned
14 facilities. I will also respond to the characterization
15 made by the Industrial Customers of Idaho Power ("ICIP")
16 that the Company's facilities charge option is an unfair
17 business practice.
18 Q. Wwhat issues are you not discussing in your
19 rebuttal testimony?
20 A. I am not testifying about any tariff language,
21 the appropriate rate or methodology for the facilities
22 charge buyout, or any other regulatory or ratemaking
23 matters. Company witness Mr. Scott Sparks will testify
24 regarding the facilities charge rate methodology and
25 company witness Mr. Michael Youngblood will testify
CSB REPORTING 138 KLINE (Di)
(208) 890-5198 Idaho Power Company
1
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2 regarding the facilities charge buyout option as well as
3' the regulatory and ratemaking issues associated with
4 facilities charges.
5 Q. Please describe at a very high level the
6 purpose of the facilities charge.
7 A. The facilities charge is a service that allows
8 primary and transmission service level customers the
9 option, when agreed to by the Company, of having the
10 electrical facilities necessary to supply service beyond
11 the Company's point of delivery owned, operated, and
12 maintained by Idaho Power in consideration of the
13 customer paying a monthly charge. It is very important
14 to note that Idaho Power provides this service at its
15 option to the approximately 240 Idaho jurisdictional
16 customers that have requested it.
17 Q. Please describe what you mean when you say
18 "beyond the Company's point of delivery."
19 A. The point of delivery is the point between the
20 facilities owned by the Company and the facilities owned
21 by the customer. For primary and transmission customers,
22  the point of delivery is most commonly the customer's
23 property line.
24 Q. Are all primary or transmission service level
25 customers obligated to pay a facilities charge?
139 KLINE, REB 1
Idaho Power Company
$
1
2 A. No. The general rule is that the Company
3 delivers energy to a point at the customer's location
4 and, if necessary, the transformation of power to the
5 voltage at which it is to be used is the customer's
J. R. SIMPLOT COMPANY'S MOTION TO TAKE Page 115
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6 responsibility. Additionally, the service provisions
7 for facilities beyond the point of delivery detailed 1in
8 Idaho Power's Schedules 9 and 19 state:
9 At the option of the Company, transformers and
other facilities installed geyond the Point of
10 Delivery to Brovide Primary or Transmission
service may be owned, operated, and maintained
11 by the compan¥_iq consideration of the Customer
5 paying a Facilities Charge to the Company.
13 Customers pay a facilities charge only if the
14 company is providing the facilities charge service.
15 Q. Please explain why Idaho Power provides a
16 facilities charge service option.
17 A. with regard to customers eligible for the
18 facilities charge service, the customer has an initial
19 choice to make. The genéral rule is that customers are
20 required to own, operate, and maintain their own
21 equipment beyond the Company's point of delivery. Both ) ;
22 historically and today, some Idaho Power customers do not ’ ?
23 or cannot do this for themselves; thus, they ask the
24 Company for the facilities charge option to relieve them
25 from this requirement. Customers request this option
140 KLINE, REB 2
Idaho Power Company
¥
|
1 because sometimes they do not want to expend the capital
needed to
2
3
4
5
6
7
8
9
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141 KLINE, REB 2
Idaho Power Company
1 construct the facilities and/or they may not have the
expertise in their organization or the desire to operate
2 and maintain the faci?ities. In these instances, when the
Company agrees, Idaho Power will provide this service.
3 Q. Are customers obligated to take the facilities
4 charge service from Idaho Power?
5 A. No. As I explained above, the Company only
6 provides this service upon the request of the customer
7 and if the Company agrees to provide the service. There
8 may be instances where the customer has both the capital
9 and trained personnel to fund, design, install, and
10 maintain its own facilities beyond the Company's point of
11 delivery but wants to take advantage of the other
12 benefits that the facilities charge option provides.
13 Q. What other benefits does the facilities charge
J. R. SIMPLOT COMPANY'S MOTION TO TAKE Page 117
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option provide?

A. If there is a problem with the equipment that
the customer is paying facilities charges on, Idaho Power
provides 24 hours a day, 7 days a week customer service
for that customer. Idaho Power has an inventory of
equipment across its service area that can be used if
needed along with a fleet of trucks and trained personnel
ready to respond to service trouble, including emergency
situations. Idaho Power also has the communications
systems in place and the dispatchers needed to dispatch
the crews to
/

142 KLINE, REB 3
Idaho Power Company
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Idaho Power Company
1 respond. In short, Idaho Power has the necessary
2 business infrastructure and it stands ready to respond
3 when called upon. Many facilities charge customers place
4 a high value on this service.
5 Q. Wwhat Teads you to believe that facilities
6 charge customers place a high value on this service?
7 A. Other than the J.R. Simplot Company
8 ("simplot"), none of the Company's other approximately
9 240 facilities charge customers in Idaho have formally
10 requested a buyout option in recent memory. I believe
11 this indicates that the vast majority of the Company's
12 other facilities charge customers have appreciated and
13 benefited from the Company operating and providing
14 maintenance on facilities that they would have had to pay
15 for and maintain themselves. Thus, I believe Simplot may
16 be unique, if not in a very small minority of customers,
17 who now desires to expend the financial capital and has
18 the expertise to operate and maintain its own electrical
19 facilities. That is not to say that other customers were
20 in the same position when they first requested the
J. R. SIMPLOT COMPANY'S MOTION TO TAKE Page 119 Page 9
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21 company to provide facilities beyond the Company's point

22 of delivery. Many customers may not have been in a
23 position twenty or thirty years ago to construct, own,
24 operate, and maintain electrical facilities when they
25 were first starting out.
144 KLINE, REB 4
Idaho Power Company
¢
1 Therefore, the Company agreed to take on that risk by
2 providing the facilities charge service.
3 Q. What is your response to ICIP's
4 characterization that the Company's facilities charge is
5 an "unfair business practice"?
6 A. I strongly disagree with this characterization.
7 Both Mr. Sturtevant's and Mr. Butler's statements in 5n_>
8 their direct testimony seem to be based on the idea that
9 if Idaho Power is not willing to hand over ownership of
10 all facilities to Simplot, this is somehow an unfair
11 business practice. I disagree and think it is
12 unreasonable for them to expect Idaho Power to give away
13 facilities that have value.
14 _ I think of the facilities charge as similar to
15 a rental arrangement. If I were to rent a house for 30
16 years, I would not reasonably expect the owner of the i
17 house to hand it over to me at the end of the 30 years
18 because I had "paid for it." 1If I was to ask the owner
19 to sell it to me and he/she were willing to do so, he/she
20 would require a fair price. Therefore, I do not agree
21 with the characterization of the Company's facilities
22 charge option as an unfair business practice. As
23  explained by Mr. youngblood, facilities charge customers
24 pay to the Company an Idaho Public UtiTlities
J. R. SIMPLOT COMPANY'S MOTION TO TAKE Page 120 Page 10
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25 commission-approved rate for providing this service.
145 KLINE, REB 4a
Idaho Power Company
1 Q. What are the operational and safety issues
2 associated with mixed ownership at Tocations where both
3 the Company and the customer own facilities beyond the
4 point of delivery?
5 A. Mixed ownership presents challenges for the
6 company. If there is not an "end point" that makes it
7 very clear where Idaho Power's facilities end and a
8 customer's facilities begin, it creates confusion during
9 an outage and in maintenance situations regarding who is
10 responsible for working on what pieces of equipment. It
11 also creates a safety issue for Company personnel who may
12 not know what a customer or a contractor for the customer
13 has been doing when working on the equipment. In
14 addition, there are differences between the National
15 Electric Safety Code that Idaho Power follows and the
16 National Electric Code that the customer is required to
17 follow. These differences can result in equipment that
18 1is nonstandard for Idaho Power and its employees may not
19 be trained to safely operate or work on this equipment.
20 Q. Is it not true that the Company currently has
21 some mixed-ownership Tocations?
22 A. Yes.
23 Q. How is the Company proposing to handle these
24  existing mixed-ownership locations?
25
146 KLINE, REB 6
Idaho Power Company
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1 A. In the early days of facilities charges, the

2 company did provide its customers with a configuration

3 that sometimes allowed mixed-ownership facilities

4 installations. 1In the Tate 1980s, the Company made the
5 decision to no Tonger allow mixed ownership for new

6 facilities charge installations. The Company is not

7 requiring existing customers with mixed-ownership

8 locations to make any changes at this time. However,

9 over time as opportunities arise, the Company will be
10 looking for ways to address this issue at those specific
11 locations where mixed ownership exists.
12 Q. Does the Company currently grant new customer
13 requests for mixed-ownership installations?
14 A. No.
15 Q. Wwhat are the operational and safety issues

16 associated with the Company doing maintenance on

17 facilities owned by customers beyond the Company's point
18 of delivery?

19 A. Idaho Power personnel are trained on the types
20 of equipment that the Company deploys throughout its

21 system. Customers may elect to install different types
22 or brands of equipment that the Company's personnel have
23  never worked on or been trained to work on. The result
24 would be that Company personnel may not be properly

25 trained to maintain the customer's equipment. 1In

147 KLINE, REB 7
Idaho Power Company

1 addition, the Company may be asked to maintain a piece of
2  customer

3/
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148 KLINE, REB 7
Idaho Power Company

equipment that has previously been maintained by a
third-party contractor. Failing to have the full
maintenance history on a piece of equipment can create
safety issues for Idaho Power's personnel. At times,
Idaho Power's crews are called to an outage in difficult

conditions (e.g., middle of the night, severe weather,
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etc.). When the Company arrives on the scene of an
outage, its personnel are often under pressure to get the
service restored as soon as possible. Compound these
high stress external circumstances with the fact that the
company personnel may not be properly trained or have the
maintenance history of a piece of customer-owned
equipment and the operational and safety concerns are
exacerbated.

Q. Can you provide some specific safety concerns
of Company personnel doing maintenance on customer-owned
equipment?

A. Yes. In addition to the training and
maintenance history information mentioned above,
customer-owned facilities many times involve underground
cabling that may not be properly mapped. Company
personnel may not be trained on the equipment and may not
know how the equipment was installed or maintained
because other people have been working on it. These
safety concerns are minimized when Idaho Power owns and
maintains the equipment.

149 KLINE, REB 8
Idaho Power Company

Q. Does the Company have any agreements where it
does maintenance only of customer-owned facilities?

A. Yes. Similar to the mixed use issue, there are
a handful of situations where, for historical and other
operational reasons, the Company has agreed to maintain
facilities owned by customers. This is not the Tline of
business the Company is in and it is migrating away from
this type of work. The Company is migrating away from
this line of work over time to give its customers the

opportunity to find qualified electrical contractors that
Page 124 Page 14
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11  will be able to adequately perform the services for these
12 customers. However, on a going forward basis, the
13 Company is in the process of communicating to its
14 customers that it will not provide maintenance on
15 customer-owned facilities.
16 Q. During the course of this proceeding, has the
17 company changed its position on the sale of facilities
18 subject to the facilities charge?
19 A. Yes. Simplot has expressed to Idaho Power 1its
20 strong desire to have an option whereby it can acquire
21 cCompany-owned facilities that are subject to the
22 facilities charge. The Company has listened to this
23 desire and is responding by providing Simplot the option
24  to purchase Company-owned facilities. Mr. Youngblood's
25 testimony describes this option in more detail.
150 KLINE, REB 8a
Idaho Power Company
1 Q. Wwhy is the Company changing its position with
2 regard to ownership of facilities subject to the
3 facilities charge?
4 A. As the vice President of Customer Operations,
5 one of my primary roles is to make sure Idaho Power 1is
6 providing exceptional customer service, to the best of
7 its ability, to its customers. Simplot has made it very
8 clear that it wants an option to own facilities currently
9 subject to the facilities charge. As a general rule,
10 1Idaho Power is not in the business of selling Company
11 owned facilities. For example, Idaho Power would never
12 agree to sell a distribution Tine to a residential
13  customer, but facilities charges are different. As I
14  described earlier in my testimony, initially, facilities
J. R. SIMPLOT COMPANY'S MOTION TO TAKE Page 125
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charge customers have a choice-they can make the
investment and decision to install, operate, and maintain
facilities or they can ask the Company to perform this
service. From a customer service standpoint, the Company
can understand Simplot's position and it is now providing
Simplot with the option to buyout Company-owned
facilities.

Q. Does this conclude your testimony?

A. Yes.

151 KLINE, REB 10
Idaho Power Company

(The following proceedings were had in
open hearing.)

MR. WILLIAMS: The witness is now
available for cross-examination.

COMMISSIONER SMITH: Thank you. Mr. Otto,
do you have questions?

MR. OTTO: I do not, Madam Chair.

COMMISSIONER SMITH: Mr. Purdy, do you
have questions?

MR. PURDY: No, thank you.
COMMISSIONER SMITH: Mr. Olsen.
MR. OLSEN: No, Madam cChair.
COMMISSIONER SMITH: Mr. Howell.
MR. KLEIN: Mr. Klein and we don't.
COMMISSIONER SMITH: Would you have

questions?

17
J. R. SIMPLOT COMPANY'S MOTION TO TAKE
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18 COMMISSIONER SMITH: A1l right. Let's

19 see, I'm going to strike out soon. Mr. mMiller?

20 MR. MILLER: Over at the silent table

21  we'll stay silent.

22 COMMISSIONER SMITH: oOkay.

23 MS. KYLER: No questions.

24 COMMISSIONER SMITH: NoO questions. Wwell,
25 we're back to you, Mr. Richardson.

CSB REPORTING 152 KLINE
(208) 890-5198 Idaho Power Company
¥
1 MR. RICHARDSON: Thank you, Madam Chair.
2 I do have a couple of questions.
\ 3
.

4 CROSS-EXAMINATION

5

6 BY MR. RICHARDSON:

7 Q Good morning, Mr. Kline. I'm Peter

8 Richardson. I represent the Industrial Customers of

9 1daho Power. Wwhat are your responsibilities as -- what's
10 your title again?
11 A I'm vice president of customer

12 operations.

13 Q And overall, what are your

14 responsibilities as vice president?

15 A ves, my primary responsibilities are I
16 have the organization that directly provides service,

17 direct services to the customer, so from the time the
18 customer calls us through the call center to the time
19 that something needs to be physically done out in the
20 field, those folks out there, such as lTinemen and

21 troublemen and such, all of those people report within
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22  the same organization, that's customer operations.

23 Q Do you believe that all of your facilities
24 charge customers fully understand the terms and

25 conditions of the facilities charge service?

CSB REPORTING 153 KLINE
(208) 890-5198 Idaho Power Company

1 A I would believe that they should

2 understand what those services are based on the fact that
3 it's described both in our rules that are approved by

4 this Commission and also within the tariffs that are

5 approved by the Commission.

6 Q Let me ask it in a little different way.

7 Do you believe that Idaho Power has done all that it

8 should do or could do to ensure that its facilities

9 charge customers fully understand the terms and

10 conditions of the facilities charge?

11 A I've been in this part of the business for
12 a long time and I do understand that there's always room
13  for improvement in terms of communicating with our

14 customers and we can always look for other ways based on
15 the comments that we're getting back from our customers
16 that we can improve that, and I am aware certainly in the
17 testimony of the witness Mr. Youngblood, he has in his
18 testimony described some other kinds of things that we
19 can do in terms of communicating with our customers
20 regarding facilities charges.
21 _ Q Oon page 5 of your rebuttal testimony, you
22 state that, "other than the J. R. Simplot Company, none
23 of the Company's other approximately 240 facilities

24 charge customers in Idaho have formally requested a

25 buyout option in recent memory." Do you see that?
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CSB REPORTING 154 KLINE (X)
(208) 890-5198 Idaho Power Company

1 A Yes.

2 Q Did you read Mr. Butler and Mr.

3  sturtevant's testimony on behalf of the Industrial

4  Customers?

5 A I did.

6 Q And they're with the 3. R. Simplot

7 Company; correct?

8 A Yes.

9 Q Isn't it true that they did not recommend
10 a buyout option, but rather stated that they have already
11 paid for their facilities, and in the case of Mr. Butler
12 at the Don plant in Pocatello paid for them over three
13 times over, and in the case of Mr. Sturtevant for Simplot
14 as a whole also paid for them over three times over; in
15 other words, they aren't asking for a buyout option
16 because they believe they have bought and paid for these
17 facilities and Idaho Power ought to turn title over to
18 them; correct?

19 A what I'm aware of, I've read the

20 testimony, I'm also aware of at least conversations I did

21  not have, but conversations between the Company and the

22 3. R. Simplot Company and I was under the impression that

23  they had truly asked for an option to buy those

24 facilities.

25 Q But isn't their -- I won't put their words
CSB REPORTING 155 KLINE (X)
(208) 890-5198 Idaho Power Company
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1 din your mouth, so I'l1 move on to the next question.

2 still on page 5 at Tine 15, you observe that Simplot may

3  be unique, if not in a very small minority of customers,

4 who now desires to extend the financial capital and has

5 the expertise to operate and maintain its own electrical

6 facilities. Now, when you characterize Simplot as being

7 in a small minority of customers, you don't mean to imply

8 that they're a small customer, do you?

9 A No. Wwhat I'm trying to say there is that
10 knowing the J. R. Simplot Company and its facilities and
11  the size of the facilities and the fact that they have
12 folks on site and also available to contract with that,
13 they probably or could have people that are capable of
14 maintaining and operating those type of facilities.

15 There's a number of our customers that may not be able to

16 have the ability to take care of their facilities.

17 Q And Simplot is your second largest retail

18 customer, isn't it?

19 A I don't know if it's the second largest.

20 It's one of our larger customers.

21 Q And they're the single largest facilities

22  customer on your system, correct, facilities charge

23  customer; is that correct?

24 A I don't know that.

25 Q And have other companies contacted Idaho
CSB REPORTING 156 KLINE (X)
(208) 890-5198 Idaho Power Company

1 power to, if you will, complain about the facilities

2 charge?

3 A I'm not aware of complaints regarding the
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4 facilities charge.
5 MR. RICHARDSON: Madam Chair, may I
6 approach the witness?
7 COMMISSIONER SMITH: You may.
8 (Mr. Richardson approached the witness.)
9 MR. RICHARDSON: Madam Chair, I'm handing
10 the witness a document that I would like marked as
11  Exhibit 308. This was filed --
12 COMMISSIONER SMITH: I believe we already
13 have a 308, Mr. Richardson. Maybe we should try 309.
14 MR. RICHARDSON: Exhibit 309.
15 (ICcIP Exhibit No. 309 was marked for
16 identification.)
17 Q BY MR. RICHARDSON: This was filed with
18 the Commission on Friday by Boise State University. I
19 wonder if you would read for me --
20 MR. WILLIAMS: Madam chair, can I just }
21 dinterrupt?
22 COMMISSIONER SMITH: You may.
23 MR. WILLIAMS: I just want to be clear, is
24  Mr. Richardson suggesting that he's representing Boise
25 State University or that Boise State University is a
CSB REPORTING 157 KLINE (X)
(208) 890-5198 Idaho Power Company
1 member of the ICIP?
2 COMMISSIONER SMITH: Mr. Richardson.
3 MR. RICHARDSON: I never said either,
4  Madam Chair.
5 COMMISSIONER SMITH: So your question to
6 Mr. Kline 1is do you know about this letter that we just
7 received?
J. R. SIMPLOT COMPANY'S MOTION TO TAKE page 131 Page 21
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8 MR. RICHARDSON: That's correct, Madam
9 chair.
10 THE WITNESS: No.
11 MR. RICHARDSON: 1I'11 represent that it
12 was filed with the Commission secretary on Friday.
13 MR. WILLIAMS: Madam Chair, if my witness
14 1is going to be asked questions regarding this letter, I
15 ask that he have ample opportunity to review it. It's
16 two pages long and it looks 1ike it's got some pretty
17 detailed information in qt.
18 COMMISSIONER SMITH: Actually, I
19 apologize, Mr. Richardson, for having to interrupt your
20 cross-exam, but I have a noon conference call, so I think
21 we need to break for lunch right now and come back at
22 1:15 which will allow the witness time to read the letter
23 and then we can resume with cross and I apologize.
24 MR. RICHARDSON: Thank you, Madam Chair.
25 COMMISSIONER SMITH: We're at recess until
CSB REPORTING 158 KLINE (X)
(208) 890-5198 Idaho Power Company
1 1:15.
2 (Lunch recess.)
3
4
5
6
7
8
9
10
11
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1 BOISE, IDAHO, MONDAY, DECEMBER 5, 2011, 1:15 P. M.

2

3

4 COMMISSIONER SMITH: Thank you, ladies and

5 gentlemen. I hope you're all refreshed from your noon

6 hour break. We were having questions from wmr.

7 Richardson. we lost our witness, Mr. Kline, so

8 Mr. Richardson, it's back to you.

9 MR. RICHARDSON: Thank you, Madam
10 chairman.
11
12 WARREN KTINE,
13 produced as a witness at the instance of the Idaho Power
14 company, having been previously duly sworn, resumed the
15 stand and was further examined and testified as follows:
16
17 CROSS-EXAMINATION
18
19 BY MR. RICHARDSON: (Continued)
20 Q Mr. Kline, we were before the lunch break
21 discussing your testimony at page 5 at line 15 where you
22 state that I believe Simplot maybe unique, if not in a
23  very small minority of customers in terms of their

24  concerns about the facilities charge and I had just

25 handed you what what was marked 409 --

CSB REPORTING 159 KLINE (X)
(208) 890-5198 Idaho Power Company
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1 COMMISSIONER SMITH: 309.

2 MR. RICHARDSON: 309, thank you, Madam

3 chairman.

4 Q BY MR. RICHARDSON: -- which is a Tetter

5 from Boise State University filed on Friday in this

6 docket and I was asking you if you would read for the

7 record the last two paragraphs of that letter.

8 A "It is the University's position that the
9 facilities charge at issue is excessive and lacks
10 justification when applied to older equipment. Both the
11 current charge (20.4%) and proposed revised charge
12 (16.97%) are excessive and more reflective of a éonsumer
13 credit card rate of interest than a reasonable commercial
14 finance charge. For example, were Boise State University
15 to initiate a bond issuance for the construction of new
16 facilities at the present time, it could do so at an
17 interest rate of approximately 4.25%. Moreover, the
18 charge 1is assessed in perpetuity, regardless of the
19 depreciated value of the asset assessed, or its age. As
20 a result, cumulative facilities charges assessed by Idaho
21  Power against the equipment on Boise State University's
22  campus have more than doubled the cumuiative total of
23 Idaho Power's initial investment in the equipment
24 ($604,150.81 in initial investments; $1,443,774.31 in
25 facilities charges assessed). On older transformers,

CSB REPORTING 160 KLINE (X)
(208) 890-5198 Idaho Power Company
¢

1 this discrepancy is even greater. 1In the case of the

2 1947 transformer, facility charges assessed over the last
3 64 years have exceeded Idaho Power's investment by more
4 than 13 times ($725.35 initial investment; $9,470.17 in
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5 cumulative facility charges, with no forseeable end in

6 sight).

7 Boise State University therefore concurs

8 with the Industrial Customers of Idaho's recommendation

9 for a reasonable, reduced facilities charge, adjusted to
10 reflect the age and depreciated value of the equipment at
11 issue, and that customers be provided the option to own
12 or purchase facilities charge equipment based on a fair
13 calculation of the depreciated book value of the assets.”
14 Q Thank you, Mr. Kline, and were you here in
15 the Hearing Room this morning when the public witness
16 from McCain spoke?
17 A I was.
18 Q were you?
19 A Yes.
20 Q So do you still believe that Simplot is in
21 a very small minority or in fact unique when it comes to
22 concerns about the facilities charge?
23 A well, we have several hundred customers
24  that are on the facilities charge and I'm unaware of very
25 many of them, with the exception of what I just read and

CSB REPORTING 161 KLINE (X)
(208) 890-5198 Idaho Power Company

1 those of those customers 1like Simplot that are part of

2  the Industrial Customers of Idaho, that's the ones I'm

3 aware of.

4 Q And they would in all likelihood be

5 representative of the facilities charge customers who

6 comprise the bulk of the facilities charges you recover,

7 wouldn't they?

8 A I don't know.
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9 Q You state on page 6 of your testimony, /
10 beginning on line 6, that you strongly disagree with Mr.
11  Sturtevant and Mr. Butler that the facilities charge
12 constitutes an unfair business practice. well, wouldn't
13 you agree that fairness is largely in the eye of the
14  beholder?
15 A I believe fairness would be according to
16 those parties that are involved in valuing a particular
17 service or an asset.
18 Q And ultimately isn't it for this
19 commission to decide what is fair and what isn't fair?
20 A Yes. As I stated under that question, it
21 is on page 6 and I stated that -- let's see, I talked
22  about the fact that the Commission had approved this
23  service or approved this rate in the past.
24 Q well, do you think it is fair for Idaho ,)
25 Power to charge Simplot a facilities charge on a
CSB REPORTING 162 KLINE (X)
(208) 890-5198 Idaho Power Company
¢
1 transformer that was installed in 1945 that's 66 years
2 old?
3 A I believe that one must consider the |
4 service that we're providing. Wwe are providing a service
5 1in addition to just supplying the equipment and that
6 charge encompasses all of those services. Now, Idaho
7 Power provides this at the request of the customer and we
8 pay the -- we cover the upfront costs of both the
9 engineering and the design of those facilities and also
10 buy the equipment.
11 In addition to that, we know that our
12  customers rely on this equipment to run their plants and
J. R. SIMPLOT COMPANY'S MOTION TO TAKE Page 4 Page 27
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13 they've got to have 24-hour/7-day service, so in addition
14 to that, we cover the inventory that's made available at
15 any time of the day that these customers may need some

16 equipment repair. 1In addition to that, we provide

17 ongoing 24-hour/7 service by our folks. If it's during
18 the day, if something breaks down, we've got people

19 available, but we've got people on call 24 hours a day,
20 seven days a week, 365 days a year to provide emergency
21 response services.
22 In addition to that, we have mechanisms in
23 place so that we've got our dispatch center staffed 24
24  hours a day so that they can get the information and also
25 get crews dispatched out and, of course, like I say, we

CSB REPORTING 163 KLINE (X)
(208) 890-5198 Idaho Power Company

1 have crews, we have stations techs, we have troublemen

2 that are always available to respond and get them back in
3 service and that's what this charge is covering and I

4 think it's very fair.

5 Q Let me ask the question a little bit

6 differently. This particular transformer is 66 years old i
7 and in your facilities charge, it comprises of several |
8 1line items. would you believe that it's fair for Idaho
9 Power to charge a rate of return charge on a 66-year-old
10 transformer, for you to continue to earn a return on that
11  investment for 66 years?

12 A I would 1ike to refer you to my testimony
13 on page 1 and it talks about, and I'11 cover the

14 question, what issues are you not discussing in your

15 rebuttal testimony, it says, "I am not testifying about
16 any tariff language, the appropriate rate or methodology

J. R. SIMPLOT COMPANY'S MOTION TO TAKE Page 5 Page 28
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17 for the facilities charge buyout, or any other regulatory
18 or ratemaking matters. Company witness Mr. Scott Sparks
19 will testify regarding the facilities charge rate

20 methodology and Company witness Mr. Michael Youngblood

21  will testify regarding the facilities charge buyout

22 option as well as the regulatory and ratemaking issues
23 associated with facilities charges."
24 Q So you're saying you're not the witness
25 who can testify as to the fairness of that question?

CSB REPORTING 164 KLINE (X)
(208) 890-5198 Idaho Power Company
$

1 A I'm here to talk about the service that we
2 provide customers. In fact, I will refer you to page 1 )
3 of my testimony, what is the purpose of your rebuttal

4 testimony, it says, "I will describe Idaho Power's

5 facilities charge service option from a customer service
6 standpoint, particularly some of the issues associated

7 with mixed ownership of facilities and with Company

8 personnel maintaining customer-owned facilities. I will
9 also respond to the characterization made by the
10 Industrial Customers of Idaho Power that the Company's
11 facilities charge option is an unfair business practice." é
12 Q Do you keep a log of how often you're
13 called to provide these emergency services for facilities
14 charge customers?

15 A I don't keep a log.
16 Q You don't know how often you've had to
17 provide these services?
18 A I believe that we could go back and look
19 at the service orders that we got from those calls from
20  those customers and probably come up with close to what

J. R. SIMPLOT COMPANY'S MOTION TO TAKE Page 6 _ Page 29
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21 we have covered.

22 Q You heard Mr. Campbell this morning state

23  that in over a decade at McCain that they have never once

24 needed the services that you say you're providing?

25 A I heard him state that.
CSB REPORTING 165 KLINE (X)
(208) 890-5198 Idaho Power Company

1 Q And you don't keep a log, so you don't

2  know how often you need to provide these services for

3 other customers?

4 A Could you restate your question?

5 Q You said you didn't keep a log of when and

6 how often you provide these services?

7 A I said I don't keep a log.

8 Q But you're the witness testifying about

9 providing these services; right?

10 A Yes, I am.

11 Q okay; so you didn't investigate to prepare

12 for your testimony how often these services are used?

13 A I did not.

14 Q And you're not here to testify about how

15 they're valued or priced?

16 A No.

17 Q You use an analogy, and I believe it's

18 still there on page 6, yes, of a house rental situation

19 by stating, "If I were to rent a house for 30 years, I

20 would not reasonably expect the owner of the house to

21 hand it over to me at the end of the 30 years because I

22 had 'paid for it.'" Do you see that?

23 A Yes, I do.

24 Q Now, when you rent a house, is it

J. R. SIMPLOT COMPANY'S MOTION TO TAKE Page 7
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25 reasonable for the owner to tell you up front what the
CSB REPORTING 166 KLINE (X)
(208) 890-5198 Idaho Power Company

$
1 rent is going to be?
2 A Yes.
3 Q when you rent a house, is it reasonable
4 for you to have something up front in writing documenting
5 what all the costs are going to be?
6 A what do you mean by "all the costs"?
7 Q what is it going to cost you to rent the
8 house.
9 A I agree with that, yes.

10 Q And when you rent a house, do you actually

11 have a choice of who you can rent it from?

12 A I do.

13 Q And when you rent a house, do you have the

14 choice to move out and rent a different hourse if you're

15 not satisfied with the current rental situation?

16 A Yes.

17 Q And when you rent a house, do you have the

18 option to buy one instead of renting?

19 A I have the option to buy perhaps not that

20 house but a different house.

21 Q Now, when Idaho Power installs, say, a new

22  turbine at the Hells Canyon bam, do you think it's fair

23 for this Commission to allow Idaho Power to put the cost

24  of that turbine into rates and to earn a return, allow

25 Idaho Power to earn a return on it?

CSB REPORTING 167 KLINE (X)
(208) 890-5198 Idaho Power Company

?
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1 A Yes.
2 Q And it's fair for this Commission to set
3 retail rates such that Idaho Power can collect that
4 return from its ratepayers; correct?
5 A Yes.
6 Q And it's also fair for the ratepayers,
7 disn't it, to require Idaho Power to depreciate the cost
8 of that turbine over its useful 1life?
9 A Yes.
10 Q And it would not be fair to the
11 ratepayers, would it, if the cost of that turbine were
12 never depreciated for purposes of setting rates?
13 A No.
) 14 Q so when that turbine is fully depreciated
15 out, who has the claim to any residual value of that
16 turbine? Do the shareholders own it or do the ratepayers
17 own it?
18 MR. WILLIAMS: M™adam Chair, I'm going to
19 object to that question. It calls for a legal
20 conclusion. I'm also concerned that this testimony or
21 the questions Mr. Richardson are asking, which I've let
22 him go on a little while, are getting into the ratemaking i
23 and regulatory issues which the witness has specifically i
24 said he's not testifying to here today.
25 COMMISSIONER SMITH: Mr. Richardson.
CSB REPORTING 168 KLINE (X)
(208) 890-5198 Idaho Power Company
$
1 MR. RICHARDSON: 1I'l1l Tet the question
2 stand, Madam Chairman.
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3 COMMISSIONER SMITH: Thank you.
| 4 Q BY MR. RICHARDSON: On page 7, you discuss
j 5 mixed facilities.
| 6 A Yes.
7 Q And you point out there are differences in
8 the National Electric safety Code that Idaho Power
9 follows and the National Electric Safety Code that the
10 consumer is required to follow. Do you see that?
11 A I pointed it out, but I don't think you
12 stated it correctly, sir.
13 Q would you correct me, then?
14 A Yes. I said that in addition, there are
15 differences between the National Electric Safety Code
16 that Idaho Power follows and the National Electric Code
17 that the customer is required to follow.
18 Q You're not suggesting, are you, that the \
19 3. R. Simplot Company doesn't have to comply with the o
20 same National Electric Code that Idaho Power has to
21  comply with?
22 A The Company has to comply with the
23 National Electric Safety Code. The 1. R. Simplot Company
24 has to comply with the National Electric Code.
25 Q You're not testifying today as an
CSB REPORTING 169 KLINE (X) .
(208) 890-5198 Idaho Power Company ;
. i
1 electrical engineer, are you?
2 A No, I am not.
3 Q And have you read Mr. Sturtevant's
4 testimony where he states that the Simplot-Caldwell plant
5 has had mixed facilities since 1945 with no incident?
6 A I have read the testimony.
J. R. SIMPLOT COMPANY'S MOTION TO TAKE Page 10 Page 33
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7 Q And do you know that Mr. Sturtevant is an
8 engineer?
9 A Yes.
10 Q At page 10 of your testimony, you note
11  that during the course of this proceeding, the Company
12 has changed its position on the sale of facilities
13 subject to the facilities charge. Do you see that?
14 A Yes.
15 Q when did that change occur?
16 A well, it says "during the course of this
17 proceeding,” so it's just"the last couple of months.
18 Q Is there a specific document that the
19 cCompany prepared expressing this new policy that I could
20 look at?
21 A No.
22 Q How do you know the Company has changed
23  its position?
24 A Because I was part of the discussion to
25 decide to make that change.
CSB REPORTING 170 KLINE (X)
(208) 890-5198 Idaho Power Company
1 Q And explain to me how that came about
2 internally with the Company. what process did you follow
3 to decide to change your position on ownership?
4 MR. WILLTAMS: Madam Chair, I'm going to
5 object on relevance. The fact of the matter is the
6 Company is proposing a new buyout option in its tariff.
7 How the Company got there or why or the process used, I
8 don't see the relevance in that for this proceeding.
9 COMMISSIONER SMITH: Mr. Richardson.
10 MR. RICHARDSON: 1I'l11 change directions a
J. R. SIMPLOT COMPANY'S MOTION TO TAKE Page 11 Page 34
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11 Tittle, Madam Chair.
12 COMMISSIONER SMITH: Thank you.
13 Q BY MR. RICHARDSON: Do you know how Tong
14 the simplot Company has been trying to get at least that
15 much of a concession from Idaho Power?
16 A I do not know how Tlong.
17 Q As vice president of customer operations,
18 do you think it is good customer relations to force the
19 3. R. Simplot Company to expend the time and expense of
20 participating in this proceeding to get Idaho Power to
21 make that one small concession?
22 MR. WILLIAMS: Madam Chair, I'm going to
23 object. That's argumentative.
24 COMMISSIONER SMITH: Mr. Richardson, I
25 believe he's correct.
CSB REPORTING 171 KLINE (X)
(208) 890-5198 Idaho Power Company
¢
1 MR. RICHARDSON: 1I'Tll withdraw the
2 question, Madam Chair, and that's all my questions for
3 this witness.
4 COMMISSIONER SMITH: Thank you. I hope I
5 haven't lost track, I think that was everyone who had the
6 opportunity. Are there questions from the Commission?
7 COMMISSIONER REDFORD: Just one question
8 or two.
9
10 EXAMINATION
11
12 BY COMMISSIONER REDFORD:
13 Q Do you keep an equipment log for all
14 pieces of equipment other than maybe small tools for
J. R. SIMPLOT COMPANY'S MOTION TO TAKE Page 12 Page 35
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15 Idaho Power?
16 A In terms of, like, the equipment that
17 we've been discussing, Commissioner, you know, the large
18 pieces of equipment?
19 Q well, I would suggest that it's
20 operational equipment. I don't expect you to keep a log
21  on a hammer.
22 A Yes, we do keep a log.
23 Q And does it have several columns on it, in
24  the log?
25 A I would say that it would.
CSB REPORTING 172 KLINE (Com)
(208) 890-5198 Idaho Power Company

1 Q Probably has an acquisition date?

2 A Yes.

3 Q It would have an acquisition cost?

4 A Yes.

5 Q It would have a maintenance log?

6 A Yes.

7 Q Cost of the maintenance?

8 A Yes.

9 Q So when you previously testified that you
10 don't have that information, you may not have it with you
11  today, but you have that information?

12 A Yes.
13 Q So if you had a generator or some piece of
14 equipment that went into Simplot in 1959 or whatever it
15 1is, that log would continue on each year?
16 A Right.
17 Q And it would be used for purposes of
18 depreciation and other things, so don't you have that
J. R. SIMPLOT COMPANY'S MOTION TO TAKE Page 13
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19 information readily available to you?
20 A we should be able to get it, yes.
21 Q Could you make that available to us,
22  please?
23 A Yes.
24 Q And presumably, that would merely be a
25 question of mathematics, that it would demonstrate how
CSB REPORTING 173 KLINE (Com)
(208) 890-5198 Idaho Power Company
¢
1 much you have into it, how much it costs to maintain it,
2 how much it costs to replace it and so on?
3 A Yes.
4 Q So the difference there would demonstrate
5 how much revenue, maybe not cost but revenue, that you ,}
6 have into that piece of equipment, so that would pretty
7 well tell the whole story, wouldn't it?
8 A It would give you a good picture of it.
9 Q when could we expect that?
10 MR. WILLIAMS: Madam Chair, Commissioner
11 Redford, the amount of information that you're talking
12 about is incredibly voluminous. There are, I think, a
13  couple thousand different pieces of individual equipment. ;
14 I can talk to Mr. Kline. we can try to figure something
15 out.
16 COMMISSIONER REDFORD: Wwell, you
17 certainly have a summary, and you have column adds and
18 subtracts.
19 MR. WILLIAMS: To be honest, I don't
20 really know. 1I'd have to talk to some of our regulatory ' |
21 and finance people.
22 COMMISSIONER REDFORD: It doesn't seem
J. R. SIMPLOT COMPANY'S MOTION TO TAKE Page 14 Page 37
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23  reasonable to me that you would simply every time your
24 tax people would want to do a depreciation calculation
25 that they'd have to go through 2,000 pages of documents.
CSB REPORTING 174 KLINE (Com)
(208) 890-5198 Idaho Power Company
h ! MR. WILLIAMS: I don't know.
2 COMMISSIONER REDFORD: SO you can get
3  that information when?
4 MR. WILLIAMS: I would need to discuss
5 with our regulatory and finance people to see if we could
6 get it and give you a timeline.
7 COMMISSIONER REDFORD: A week?
8 MR. WILLIAMS: I don't know.
9 COMMISSIONER SMITH: I think you just
10 could tell us maybe tomorrow when you can provide that.
11 MR. WILLIAMS: Sure, I will be able to
12 provide the answer tomorrow.
13 COMMISSIONER SMITH: Thank you.
14 Q BY COMMISSIONER REDFORD: And I think that
15 would give us, you can correct me if I'm wrong, it would
16 give us some information of cost and all the other
17 figures for that piece of equipment; would you agree?
18 A Yes, I think the information that we have
19 and Tooking back on what we've done with that equipment
20 and when we purchased it and the records that we would
21  have on providing any kind of maintenance --
22 COMMISSIONER REDFORD: Well, I might
23  suggest that I'm sure that it's available for Internal
24 Revenue purposes, so that may be a start. Thank you. I
25 have no further questions.
CSB REPORTING 175 KLINE (Com)
(208) 890-5198 Idaho Power Company
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?
1 COMMISSIONER SMITH: Do you have any
2 redirect, Mr. Williams?
3 MR. WILLIAMS: Just a couple, Madam Chair.
4
5 REDIRECT EXAMINATION
6
7 BY MR. WILLIAMS:
8 Q Mr. Kline, the letter from Boise State
9 University that Mr. Richardson handed out, he indicated
10 it had been submitted to the Commission in this docket.
11 Are you aware of whether it was submitted to the
12 Company?
13 A I'm not aware that it was submitted. The
14 date of it is December 2nd and whether it was mailed to
15 us or not, I'm not aware of us receiving it at this point
16 in time.
17 Q As the vice president of customer
18 operations, would you be made aware by major customer
19 service representatives whether or not the Company's
20 largest customers have concerns or problems with their
21 service?
22 A" I believe most of the time, yes, I
23  would.
24 Q And as vice president of customer
25 operations, would you be willing to agree to have the
CSB REPORTING 176 KLINE (D1)
(208) 890-5198 Idaho Power Company
¥

1 company's major account representatives meet with McCain
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2 Foods or BSU or Simplot or any other large industrial

3 customers to talk about any concerns they have with their

4 service?

5 A Yes, we would.

6 MR. WILLIAMS: I have no further

7 questions, Madam Chair.

8 COMMISSIONER SMITH: Thank you. Thank

9 you, Mr. Kline.

?
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$
1 EXAMINATION
2
3 BY COMMISSIONER REDFORD: _
4 Q So you take a piece of equipment that has
5 no further value but its scrap value, do you sell it to a
6 scrap dealer?
7 A veah, we would get whatever value we could
8 out of that piece of equipment for scrap, yes.
9 Q I thought you said that the owner of the
10 equipment or Simplot would get the value of that.
11 A well, in the charge that we would charge
'E 12 them for that -- I think if I understand correctly, you
13 described a removal, a customer-requested removal.
14 Q well, assume that the thing goes to
15 pieces.
16 A A failure, then?
.17 Q Yes.
18 A A failure would work as I just described
19 to Mr. williams.
20 COMMISSIONER REDFORD: I have no further :
21 questions. E
22 COMMISSIONER SMITH: Thank you for your
23 help, Mr. Sparks. |
24 (The witness left the stand.)
25 MR. WILLIAMS: Madam Chair, at this time
CSB REPORTING 236 SPARKS (Com)
(208) 890-5198 Idaho Power Company
¥
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1 Idaho power would call Mr. Michael J. Youngblood to the
2 stand.
3
4 MICHAEL J. YOUNGBLOOD,
5 produced as a witness at the instance of the Idaho Power
6 Company, having been first duly sworn, was examined and
7 testified as follows:
8
9 DIRECT EXAMINATION
10
11 BY MR. WILLIAMS:
12 Q Mr. Youngblood, please state your name,
13 spelling your last for the record.
14 A My name is Michael J. Youngblood. The
15 last name 1is spelled Y-o-u-n-g-b-1-0-o0-d.
16 Q By whom are you employed and in what
17 capacity?
18 A I am employed by Idaho Power Company as
19 the manager of rate design.
20 Q Are you the same Michael Youngblood that
21 filed rebuttal testimony on November 16th, 2011, and
22 prepared Exhibit No. 527
23 A Yes, I am.
24 Q Do you have any corrections or changes to
25 make to your testimony or exhibits at this time?
SRS TS S o X
1 A I do not.
2 Q If I were to ask you here today under oath
3 the same questions set forth in your rebuttal testimony,
4 would your answers be the same?
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A Yes, they would.

MR. WILLIAMS: Madam Chair, at this time I
move that the rebuttal testimony of Michael 1. Youngblood
be spread upon the record as if read, and that Exhibit
No. 52 be marked for identification.

COMMISSIONER SMITH: If there is no
objection, it is so ordered.

(the following prefiled rebuttal

testimony of Mr. Michael Youngblood is spread upon the

record.)
CSB REPORTING 238 YOUNGBLOOD (Di)
(208) 890-5198 Idaho Power Company

Q. Please state your name and
business address..
A. My name is Michael J. Youngblood. My business
address is 1221 west Idaho Street, Boise, Idaho.
Q. Are you the same Michael Youngblood that
submitted direct testimony in this proceeding?

A, Yes, I am.
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Q. Wwhat is the intent of your rebuttal testimony?

A. The intent of my rebuttal testimony is to
provide Idaho Power Company's ("Idaho Power" or
"Company") response td the pre-filed direct testimony of
Dr. Don Reading, Mr. Don Sturtevant, and Mr. Del Butler,
all witnesses for the Industrial customers of Idaho Power
"rcie").

Q. What is the scope of your rebuttal testimony?

A. I will respond to some of the allegations made
by the witnesses from ICIP regarding the calculation and
allocation of facilities charges, as well as provide
testimony describing a new tariff provision giving
customers the option to purchase Company-owned equipment
installed beyond Idaho Power's point of delivery. The
latter discussion is a direct response to requests made
by Mr. Sturtevant of the J.R. Simplot Company ("Simplot")

who has an interest in purchasing Company-owned

facilities.
CSB REPORTING 239 YOUNGBLOOD (Di)
(208) 890-5198 Idaho Power Company

Q. Please describe the intent of the service
provided under a facilities charge arrangement.

A. As described in more detail in the Rebuttal
Testimony of Mr. warren Kline, the facilities charge
service was originally designed, and continues to
provide, a service primarily to our Schedule 9, Large
General Service, and Schedule 19, Large Power Service
(Primary and Transmission) service level customers by
providing them an option whereby the Company installs,
owns, operates, and maintains electric facilities beyond
the Company's normal point of delivery. Because
facilities beyond the Company's point of delivery are
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12 solely for the purpose of meeting the electrical service
13  requirements of an individual customer, it is not
14 appropriate to charge any other customers for the
15 investment and maintenance of those facilities.
16 Therefore, the facilities charge service was designed to
17 provide a means to charge specific customers the
18 cost-of-service related to facilities beyond the point of
19 delivery which are installed, owned, operated, and
20 maintained by the Company.
21 Q. Please describe at a high level how the
22 cCompany's facilities charge is calculated.
23 A. The Idaho Public Utilities Commission
24  ("commission") approved methodology for calculating the
25 facilities charge is designed to provide a levelized rate
240 YOUNGBLOOD, REB 1
" Idaho Power Company
J 2 1
i
1 of cost recovery from individual customers using the same
cost components that are included for similar facilities
2 under the Company's approved non-levelized determination
3 of the revenue requirement. 1In short, the facilities
4 charge is a levelized method for assigning costs, whereas
5 the cost-of-service approach is a point in time _
6 methodology of assigning costs on a non-levelized basis. ;
7 Both are intended to recover, on average, the same amount i
8 of revenue over time.
9 Q. How are the facilities charge revenues treated
10 in the Company's non-levelized determination of
11 class-specific base rate revenue requirements?
12 A. In the Company's non-levelized determination of
\ 13 class-specific base rate revenue requirements, the
14 company determines the total revenue required for
15 recovery on all distribution facilities-related
Page 73
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16 investments, including facilities beyond the Company's
17 point of delivery, as well as the associated operation
18 and maintenance expense and other administrative
19 expenses. This determination is made for each class of
20 customers. As part of this process, the revenues the
21 company receives from providing facilities charge
22 services are directly assigned as a revenue credit, or an
23 offset, to the revenue requirements of the associated
24 class of customers. As a result, any differences between
25 the non-levelized revenue requirement and the levelized
241 YOUNGBLOOD, REB 2
Idaho Power Company
1 revenue requirement exist as intra-class subsidies
between those customers paying
2 facilities charges and tﬁose who do not within each
3  customer class.
4 Q. Please explain how the levelized revenue
5 recovery from the facilities charge methodology for an
6 individual Schedule 19, Large Power Service, customer
7 would recover the same revenue as a non-levelized
8 methodology used for determining the revenue requirement
9 for the Schedule 19 customer class as a whole.
10 A. The chart below provides a pictorial
11 representation of the two cost recovery methodologies.
12
13
14
15 (Cchart contained in hard copy of transcript.)
16 |
i7
18
19
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This chart shows an ever-decreasing revenue
requirement associated with plant investment that

242 YOUNGBLOOD, REB 4
Idaho Power Company

depreciates over time. The total amount of revenue
recovered from either mechanism is identical. The
difference is in the timing of the revenue recovery. 1In
the early years, the levelized methodology does not
recover the full revenue requirement needed, however, in
the Tlater years, the levelized methodology provides more
than would be required under the non-levelized approach.
It is important to note that the revenue requirement for
facilities charge customers is an estimate of cost the
Company incurs to provide facilities beyond the Company's
point of delivery. This revenue requirement
determination is only used to offset the costs that are
already being collected through customers' rates, in this
example Schedule 19. with that said, regardless of the
amount of the facilities charge and the associated
revenue, the revenue offset treatment applied by the
Company ensures that Idaho Power only earns its allowed
rate of return on all non-depreciated plant balances,
including facilities beyond the point of delivery.

Q. How is this example applicable to the
determination of the facilities charge?

A. It would be very complicated and not practical

to determine an individual revenue requirement for each
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24 and every customer who has facilities beyond the
25 company's point of delivery. If the Company would take
243 YOUNGBLOOD, REB 4.
Idaho Power Company
¥
1 that approach, as suggested by the ICIP witnesses, not
2 only would the calculated facilities charge service rate
3 be different for each of the approximately 240 facilities
4 charge customers the Company currently maintains 1in
5 Idaho, but the rate would continually change for each of
6 those customers. 1In addition, when the Company's
7 investment in facilities changed due to replacement of
8 failed facilities, the individual's rate could change
9 again significantly, depending on their position in time
10 along the curve with regard to the recovery of
11  investment.
12 Q. If the Commission were to adopt ICIP's
13 recommendation for determining an individual facilities
14 charge rate for each facilities charge customer, would
15 there be an effect to the remaining customers in the
16 class?
17 A. Yes. As shown in the chart above, when the
18 levelized facilities charge recovery is less than the
19 non-levelized rate, the amount of revenue requirement
20 shortfall for the individual facilities charge customer
21 is being subsidized by the remainder of the class. 1In
22 the later years, when the levelized facilities charge is
23  greater than the necessary revenue requirement at that
24  time, the facilities charge customer is paying back the
25 previous subsidy. These intra-class subsidies are an
244 YOUNGBLOOD, REB 4
Idaho Power Company
¥
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expected and normal outcome of the levelized approach for
ratemaking. Because the facilities charge revenue is an
offset to the revenue requirement of that customer's
class, any change in
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245 YOUNGBLOOD, REB 5
Idaho Power Company
$
1 the facilities charge for an individual customer would
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2 change the amount of the revenue credit being received as
3 an offset to the revenue requirement of the class. This
4 would require that a new revenue requirement determination
5 be made to adjust the base rates of the entire class.
6 Thus, to adopt the recommendation of ICIP, the Company
7 would be required to recalculate its revenue requirement
8 for each customer class that has the facilities charge any
9 time there is a change in the facilities charge rate for
10 an individual customer. An approach such as this would be
11 extremely complicated to administer and would require
12 continual changes to the base rates of the class.
13 Q. what are the ratemaking issues associated with
14 tracking actual depreciation levels for each individual
15 piece of equipment subject to the facilities charge, as
16 proposed by ICIP?
17 A. While it is impractical to have an individual
18 facilities charge rate for each customer as I described
19 above, to track the actual depreciation levels for each
20 dindividual piece of equipment subject to a facilities
21  charge for ratemaking purposes would be even more
22 complicated. The implication, as suggested by ICIP
23  witness Dr. Reading, would be to have a separate
24 facilities charge rate for each of the thousands of
25 individual pieces of equipment for each of the 240
246 YOUNGBLOOD, REB 6
Idaho Power Company
1 dndividual facilities charge
2/
3/
4 /
5
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247 YOUNGBLOOD, REB 6a
Idaho Power Company

customers in Idaho. Under br. Reading's approach, this
would mean that the Company would be required to
determine its revenue requirement any time a single piece
of facilities charge equipment depreciated. The end
result would be an administrative nightmare and unduly
burdensome for the Company, as well as increasing the
complexity of the facilities charge rate.

Q. Does the Company track depreciation levels for
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individual facilities for any other customer class or
service?

A. No. It is a standard ratemaking practice to
average the actual levels of depreciation together for a
particular level of service or customer class and spread
the recovery of those costs equally to all customers
within the class.

Q. Does the Company believe that the facilities
charges proposed in this proceeding are fair, just, and
reasonable?

A. Yes. The Company's proposed facilities
charges in this proceeding were developed under the
methodology approved by this Commission in prior
proceedings and will result in charges to customers that

are fair, just, and reasonable.

248 YOUNGBLOOD, REB 7a
Idaho Power Company

Q. What is the Company's response to ICIP's
suggestion that the Company should simply give away fully
depreciated facilities to facilities charge customers?

A. Even if the Company were to consider this
proposition, which it is not, ICIP's proposal would not
be administratively feasible. As I have described above,
the Ccompany does not depreciate for ratemaking purposes
individual pieces of equipment separately, so
determination of when an individual piece of equipment
was fully depreciated would be nearly impossible. 1In
addition, "turning over™ specific pieces of equipment

which are "fully depreciated" while leaving pieces of
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13 equipment that are not “fully depreciated” would result
14 in mixed ownership of facilities, which is contrary to
15 the Company's current policy because it creates
16 operational and safety issues, as described by Mr. Kline.
17 The facilities charge has never been a "lease-to-own"
18 charge, such that a customer would pay an amount for a
19 number of years, and then have that piece of equipment
20 given to them at no cost. Instead, the service provided
21 under a facilities charge arrangement is intended to
22 collect additional revenue that is used to offset the
23  costs the Company incurs to own, operate, and maintain
24 facilities installed beyond the Company's point of
25 delivery that are solely for the purpose of meeting the
service requirements of one customer.
249 YOUNGBLOOD, REB 8
Idaho Power Company
’ .
1 Q. Do existing facilities charge customers have
2 the option today of owning and operating their own
3 electrical equipment in order to eliminate the faciiities
4 charge they are paying?
5 A. Yes. 1In accordance with the tariff provisions,
6 a customer may request the Company to remove
7 Company-owned facilities beyond the Company's point of
8 delivery. The customer would pay the Company the
9 "non-salvable cost" of such removal, which is comprised
10 of the total depreciated costs of materials, labor, and
11 overheads of the facilities, less the difference between
12 the salvable cost of material removed, and removal labor
\ 13 cost including appropriate overhead costs. All
' 14 facilities charge customers have this‘option today. 1In
15 fact, on August 25, 2011, Simplot made such a formal
16 request to the Company to provide a quote for the removal
Page 81
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of Company-owned facilities from its locations. The
Company responded by inviting Simplot to meet with
Company's operational and engineering personnel to
develop such a plan.

Q. Has the Company proposed an option for
customers to purchase Company-owned facilities beyond its
point of delivery?

A. Yes. The Company is proposing in this case to
groyiqe_chanﬁes to its tariff language that would allow

acilities charge customers with a buyout option.

250 YOUNGBLOOD, REB 9
Idaho Power Company

Q. Please describe the Company's proposal for
tariff language changes in order to provide facilities
tharge customers with a buyout option,

A. The Company 1is proposing to create a new rule,
Rule M - Facilities Charge Service, which would fully
describe the Company's rules and policies for providing
facilities charge services. cCurrently, rules for
facilities charges are located in various schedules.
Consolidating facilities charge rules and policies into a
single rule will allow the Company to more efficiently
manage tariff issues related to facilities charge
services, as wel] as provide facilities charge customers
with more transparency related to facilities charge rules
and policies. Exhibit 52 is a copy of the Company's
proposed new Rule M. Wwithin Rule M, the Company
describes the responsibilities of the Company to provide
ownership, operation, and maintenance of Company-owned
facilities beyond the Company's point of delivery 1in
consideration of the customer paying a facilities charge

approved by the Commission. 1In addition, the Company has
Page 82

J. R. SIMPLOT COMPANY'S MOTION TO TAKE
OFFICIAL NOTICE AND/OR OFFER INTO EVIDENCE
Exhibit 6

S’




21
22
23
24
25

W 8 N O VT A W N =

N N NN R R R R R R R R R
w N H O W O N O 1 A W N = O

24

120511afn. txt
provided a new option for customers who may request to
purchase Company-owned facilities installed beyond the
point of delivery. As stated in the new provisions of
the Company's proposed Rule M, all sales must be approved
by the Commission and meet the following provisions:

251 YOUNGBLOOD, REB 9
Idaho Power Company

Idaho Code Section 61-328;

no mixed ownership of facilities;

the customer must provide the operation
and maintenance of all facilities installed beyond the
point of delivery after the sale is complete; and

the customer must pay for the engineering
costs for determination of the sale.

Q. what do the provisions of Idaho Code Section
61-328 provide?

A. Wwithin Idaho Code Section 61-328, it states
that before authorizing the sale of public utility owned
property, the Commission shall find that the transaction
is consistent with the public interest; that the cost of
and rates for supplying service will not be increased by
reason of the sales transaction; and that the customer
who would be making the purchase has the bona fide intent
and financial ability to operate and maintain the
property purchased.

Q. How does the Company interpret the provisions
of Idaho Code Section 61-328 with regard to providing
customers with a buyout option of Company-owned
facilities beyond the point of delivery?

A. In order for the Company to agree to the sale

of its facilities beyond the point of delivery, the
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Company would need to determine that none of its
remaining
252 YOUNGBLOOD, REB 12
Idaho Power Company

customers would be adversely impacted by the sale of those
facilities. Specifically, the Company would need to
ensure that_the appr0ﬁr1ate equipment is in place at the
point of delivery such_that no equipment failure or
malfunction would result in a degradation of the Company's
reliability and service to its remaining customers. 1In
addition, the Company would need to ensure that customers'
rates, which may include a_revenue credit from revenues
collected through the facilities charge, would not be
adversely impacted by the sale, If these conditions were
met, the Company would make a filing with the Commission
for each Br9p0§ed sale asserting that such sale would be
in the public interest.

Q. Has the company determined a proposed
methodology for determining the sales price for the sale
of facilities beyond the point of delivery?

A. No. The Company is not proposing any specific
pricing methodology in this case, just the proposal to
change its tariffs in order to provide an option for
customers to purchase the facilities. If the Company's
proposed tariff language is adopted and approved by the
commission, and if and when a customer requests the
purchase of facilities beyond the Company's point of
delivery, the Company would attempt to determine a

mutually agreed upon price for the sale of the facilities
prior to

253 YOUNGBLOOD, REB 12
Idaho Power Company
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1 bringing the sales transaction to the Commission for
approval. If a sales price cannot be mutually agreed
2 upon, the Company or the customer may initiate a
proceeding before the Commission in order to determine the
3 appropriateness of the price.
4 Q. Are there other provisions of the new buyout
5 option the Company wishes to discuss?
6 A. Yes. The Company's proposal would include the
7 provisions that there be no mixed ownership of
8 facilities. 1In other words, the customer would need to
9 purchase all of the Company-owned equipment beyond the
10 point of delivery, not just pick and choose which pieces
11  of equipment they would want to purchase. Also, Idaho
12 Power would not perform any operation or maintenance of
13 the facilities once they have been purchased. Such
14 activities would be an unregulated activity for services
15 rendered beyond the Company's point of delivery, and is
16 not a part of the Company's core business practices.
17 Q. If facilities charge customers elect this new
18 tariff option and purchase Company-owned facilities,
19 would that same customer have the option in the future to
20 sell the facilities back to the Company and have the
21  Company maintain and operate those facilities?
22
23
24 A. No. oOnce a customer elects this new tariff
25 provision and the Company sells them Company-owned
254 YOUNGBLOOD, REB 13
Idaho Power Company
1 facilities, the customer will be solely responsible for
2 maintaining and operating those facilities on a
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3 going-forward basis.
4 Q. Are you proposing anything else which responds
5 to the issues raised by ICIP witnesses in their direct
6 testimony?
7 A. Yes. The witnesses for ICIP expressed concern
8 over the fact that the Company had no record of customers
9 requesting that the Company install, own, operate, and
10 maintain electrical facilities beyond the Company's point
11 of delivery in consideration for the payment of a
12 facilities charge. As described earlier in my testimony
13 and in the testimony of Mr. Kline, the facilities charge
14 service is a service the Company provides at the request
15 of the customer, and which the Company has the discretion
16 to accept or reject providing that service. That said,
17 ICIP witnesses are correct that in many instances there
18 is no written record or contract memorializing the fact
19 that the Company was agreeing to provide this service on
20 behalf of the customer. Therefore, the Company is
21 proposing the Facilities Charge Consent and
22  Acknowledgement Form which will be signed by all
23 customers requesting to enter into a Facilities Charge
Services arrangement. The new form will
24
25
255 YOUNGBLOOD, REB 13
Idaho Power Company
¢
1 be a part of the Company's newly proposed Rule M and is
provided on page three of Exhibit 52. The form is
2 intended specifically on a going-forward basis for new
facilities charge transactions. However, the Compan¥_a]so
3 commits to communicate with all of its existing facilities
charge customers to provide them with the opportunity to
4 sign the form_and provide information regarding the new
proposed facilities charge buyout option.
5 Q. Is the Company proposing any changes to the
6 existing methodology for determining the appropriate
Page 86
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' 7 facilities charge?
8 A. No. The Commission-approved methodology that
9 the Company currently uses is appropriate and fair to all
10 customers. The Company maintains that the facilities
11 charge rate reduction that was proposed in the Direct
12 Testimony of Mr. Scott Sparks is fair and reasonable.
13 The Company continues to encourage the Commission to
14 adopt its proposed revised monthly facilities charge
15 rates of 1.41 percent for customers taking Primary or
16 Transmission Service under Schedules 9 and 19. The
17 cCompany is also proposing a rate of 1.41 percent for
18 customers taking Transmission Service under Schedule 24.
19 For customers currently paying a facilities charge
20 under Schedule 15, the Company continues to propose a
21 rate of 1.51 percent per month and for customers
3 22  currently
23/
24/
25  /
256 YOUNGBLOOD, REB 15
Idaho Power Company
$
1 paying a facilities charge under Schedule 41, the Company
2 1is proposing a rate of 1.21 percent per month consistent
3 with the direct testimony provided by Mr. Sparks in this
4 case.
5 Q. Is it true, as Mr. Sturtevant points out in his
6 direct testimony, that the Company is not proposing to
7 update the facilities charge rate for the Simplot special
8 contract, Schedule 29?
9 A. No, that is not true. while the Company did
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not specifically discuss the revised special contract :

Schedule 29 in its direct testimony, the updated rate was
included in the proposed Schedule 29 tariff sheet
submitted with the Company's Application in both
Attachment No. 1 and Attachment No. 2. The proposed
revised facilities charge rate for the special contract
Schedule 29 is 1.41 percent, the same reduction as is
being proposed for the Company's Schedule 19 customers.
Q. Have the signing parties to the general rate
case settlement stipulation ("Stipulation") submitted in
this proceeding agreéd to any provision in the event that
the Commission adopts ICIP's recommendation to modify the

existing facilities charge methodology such that it

changes the amount of revenue proposed to be recovered

through the facilities charge?

257 YOUNGBLOOD, REB 16
Idaho Power Company

A. Yes. Paragraph 11(c) of the Stipulation
submitted on September 23, 2011, in this proceeding
provides that the "Signing Parties agree that any revenue
requirement impacts resulting from changes to the
facilities charge methodology or changes in property
ownership shall be directly assigned to schedule 19
customers in the form of a base rate increase or
reduction so that no other customer classes shall be
impacted by any resulting change."

Q. What would be the impact of this provision of
the Stipulation if the Company were to give away
company-owned facilities to customers for free, as

proposed by ICIP?

pPage 88
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14 A. If the Company were to assign ownership of
15 fully depreciated facilities to customers, as advocated
16 by ICIP, the Company would experience a shortfall to its
17 revenue requirement. Per the Stipulation, the Company
18 would directly assign to all Schedule 19 customers an
19 dncrease in rates to make-up for that revenue shortfall.
20 Q. Do you have any concerns with the proposal to
21 give away facilities made by ICIP?
22 A. Yes, I do. As explained in Mr. Kline's
23  testimony, of the Company's approximately 240 facilities
24 charge customers in Idaho, Simplot is the only facilities
25 charge customer in recent memory that has formally
258 YOUNGBLOOD, REB  16a
Idaho Power Company
$
)
1 requested a buyout option. I believe, as does Mr. Kline,
2 that this indicates that the vast majority of the
3 company's other facilities charge customers have
4 appreciated and benefited from the Company operating and
: 5 providing maintenance on facilities that they would have
5 6 had to pay for and maintain themseives. The Company
: 7 submitted data requests to ICIP asking which of their
8 members are actively participating in this case and
9 whether any of their members would be willing to purchase
10 company-owned facilities knowing that they would need to
11 maintain those facilities once sold. The intent of these
12 data requests was to determine which of ICIP's members
13 were aware that the ICIP proposal could result in a rate
14 dncrease. ICIP refused to answer these questions. So,
15 ultimately, Idaho Power has no way of knowing whether the
16 proposals made by ICIP are represéntative of all of its
17 members, let alone all of the approximately 240
Page 89
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18 facilities charge customers in Idaho. /
19 Q. Did the Industrial Customers of Idaho Power
20 sign the Stipulation in Case No. IPC-E-11-087
21 A.  Yes. Mr. Peter Richardson, Attorney for
22  Industrial Customers of Idaho Power, signed the
23 stipulation on September 21, 2011.
24 Q. Is the Company proposing any additional
25 commitments with regard to its facilities charge service?
259 YOUNGBLOOD, REB 17
Idaho Power Company
¢
1 A. Yes. Since the revenue received from
2 facilities charge customers reduces the revenue
3 requirement of the associated class, the Company commits ‘
4 to performing a review and potential update of its )
5 facilities charge rate as part of each future general %
6 rate case filing. 1In this way, the facilities charge
7 rate will be subjected to not only the Company's internal
8 review on a regular basis as it has in the past, but will
9 Dbe scrutinized by the Commission and interested
10 dintervening parties as part of the revenue requirement
11  determination. :
12 Q. Does this conclude your rebuttal testimony in E
13  this case? :
14 A. Yes, it does.
15
16
17
18
19
20
21
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260 YOUNGBLOOD, REB 18
Idaho Power Company

(The following proceedings were had in
open hearing.)

MR. WILLIAMS: Thank you, Madam Chair.
The witness is now available for cross-examination.

COMMISSIONER SMITH: Mr. Otto.
MR. OTTO: No questions, Madam Chair.
COMMISSIONER SMITH: Mr. Purdy.

MR. PURDY: I have no questions. Thank
you.

COMMISSIONER SMITH: Mr. Olsen.
MR. OLSEN: No questions.
COMMISSIONER SMITH: Mr. Nelson.

MR. NELSON: No questions. Thank you.

COMMISSIONER SMITH: Mr. Miller. No
guestions. Ms. Kyler.

MS. KYLER: NoO questions.
COMMISSIONER SMITH: So Mr. Howell or

Mr. Klein, sorry.

MR. KLEIN: No questions.
COMMISSIONER SMITH: Now to Mr.
Richardson.

MR. RICHARDSON: Thank you, Madam Chair.
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25
(308 890-5198 L Ldaho powar Company
¢
1 CROSS-EXAMINATION
2
3 BY MR. RICHARDSON:
4 Q Good afternoon, Mr. Youngblood.
5 A Good afternoon, Mr. Richardson.
6 Q were you here when Mr. Sparks testified?
7 A I was.
8 Q And do you recall my line of questions
9 with Mr. Sparks on how often Idaho Power conducts the
10 periodic review of the facility charge rates?
11 A Yes, I do.
12 Q Did you hear Mr. Sparks refer to you as
13  the person who informed him that such reviews take
14 place?
15 A ves, I did.
16 Q And did you in fact tell Mr. Sparks that
17 such reviews take place?
18 A They do. They do periodically.
19 Q Can you tell me what that means?
20 A Periodically means just periodically, so
21 it's not necessarily on a fixed, set, established basis.
22  They are done every year, every couple of years on an
23  as-needed basis.
24 Q How do you know when they need to be
25 updated? what's the as-needed trigger?
CSB REPORTING 262 YOUNGBLOOD (X)
(208) 890-5198 Idaho Power Company
§
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1 A Part of the recent trigger was inquiries

2 by the Industrial Customers and they were reviewed at

3 that time. If interest rates change significantly, they
4 may be reviewed at that time. If rate of returns change
5 or change differently, they will be reviewed at that

6 time.

7 Q And over the last 25 years there's never

8 been an event such that you felt that the facilities

9 charge rates needed to be updated?
10 A That is not correct. Wwell, it is correct
11 that they didn't need to be updated. They were reviewed
12 over the past 25 years.

13 Q I understand that. Also, Mr. Sparks was
14 asked about salvage of equipment. who at the Company
15 makes the determination of the salvage value of a piece
16 of equipment?
17 A I believe it's our finance department.

18 Q And T also started on down a line of

19 questions with Mr. Sparks which he deferred -- which
20 Mr. Kline, I believe, deferred to you, so I'l1l go down
21 that line and see if we can't make some progress. When
22 Idaho Power installs a new turbine at Hells Canyon Dam,
23 do you think it's fair for this Commission to allow Idaho
24  power to put the cost of that turbine into rates and to
25 earn a return on it?

CSB REPORTING 263 YOUNGBLOOD (X)
(208) 890-5198 Idaho Power Company

1 A Yes, I do.

2 Q Is it fair for the Commission to set Idaho
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Power's retail rates such that Idaho Power can in fact
collect that return?

A Yes, I do.

Q Is it also fair to the ratepayers of Idaho
Power to require that piece of equipment to depreciate
over its useful Tife?

A Yes, it is.

Q so the flip side of that question is,
then, it's unfair to the ratepayers to never depreciate
that equipment over its useful 1ife?

A You're speaking about the generator or
turbine still?

Q Yes.

A That is correct.

Q And when that turbine is fully depreciated
out, who has claim to any residual value, the ratepayers
or the shareholders?

A If it is fully depreciated out, there is
no residual value.

Q If it's depreciated out for ratemaking
purposes, a piece of equipment may in fact have economic
value after being depreciated --

A Market value?

CSB REPORTING 264 YOUNGBLOOD (X)
(208) 890-5198 Idaho Power Company
Q -- out; correct?
Yes.

Q who has rightful claim to that residual
value, the ratepayers or the shareholders?
A I would say that both the ratepayers and

the shareholders. The ratepayers have paid for it and
Page 94
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I 7 the shareholders have earned a return on that, so I'm not
8 sure who the rightful claim would be. 1It's Idaho Power's
9 equipment.
10 Q Beginning on page 2 of your testimony on
11 Tine 14, you state that the facilities charge was
12 designed to provide a means to charge specific customers
13 the cost of service related to facilities beyond the
14 point of delivery; correct?
15 A The facilities charge service was designed
16 to provide a means to charge specific customers the cost
17 of service related to facilities beyond the point of
18 delivery which are installed, owned, operated, and
19 maintained by the Company, correct.
20 Q Now, when I hear the phrase "cost of
21 service" in relation to a charge that a utility is
/ 22 charging for a service, I naturally assume that it is
23  attempting to identify the actual cost to provide that

24  service; would you agree with that definition?

25 A I would not.
CSB REPORTING 265 YOUNGBLOOD (X)
(208) 890-5198 Idaho Power Company
: .
1 Q How would you define cost of service?
2 A It says cost of service related to the
3 facilities, so it's not a one-for-one recovery of cost of
4 service.
5 Q Are you not attempting to identify the
6 cost to provide that service when you do your periodic
7 reviews of the facilities charge rate?
8 A No. We are determining similar
9 components, the same billing components, used to
10 determine a non-levelized approach as you do in
Page 95
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ratemaking to a levelized approach as we do 1in the
facilities charge, so we are looking at similar billing
components, cost components in order to determine that
rate. It is not a one-for-one recovery of those
dollars.

Q But according to your own testimony, it's
an attempt to charge specific customers the cost of
service related to facilities, so you're attempting to
identify the cost of service, are you not?

A what it is is to try to recover those
costs related to the facilities beyond the point of
delivery in order to offset the costs that are being
recovered through base rates.

Q Can you tell me how the 3. R. Simplot
Company's payment of 20 percent a year on the original

CSB REPORTING 266 YOUNGBLOOD (X)
(208) 890-5198 Idaho Power Company

installed cost of a transformer that is now over 66 years
old 1is in any way related to Idaho Power's cost of
providing that transformer to Simplot?

A The 20 percent a year I'm assuming is the
1.7 percent facilities charge per month that is in the
tariff.

Q That's correct.

A The 1.7 percent facilities charge that is
in the tariff is charged on a levelized basis times the
installed cost or initial cost of that equipment. That
is on a pool of assets that -- would you like me to
describe the facilities charge methodology?

Q Please.

A In the facilities charge methodology, we
Page 96
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15 have an attempt to try to recover those costs that are
16 associated with providing a service for facilities that
17 are installed solely for specific customers beyond the
18 point of delivery of the Company. A1l of the facilities,
19 the distribution facilities, for the Company's customers,
20 including all of those facilities that are beyond the
21 point of delivery, are within base rates of all the
22 customers, let's say, of a particular class, Schedule 19
23  customers.
24 A1l of those are being recovered in the
25 rates that are determined for that class, but it's not
CSB REPORTING 267 YOUNGBLOOD (X)
(208) 890-5198 Idaho Power Company
$
1 prudent to charge all of those customers for facilities
2 that are only in place to serve a particular customer, so
3 what the facilities charge methodology does is takes the
4 same costs and on a levelized basis for administrative
5 purposes credits back in the determination of the revenue
6 requirement for that class, so the chart on page 4, what
7 I was trying to demonstrate, then, is the difference
8 between a non-levelized recovery and a levelized
f 9 recovery. The non-levelized recovery mechanism is the
10 mechanism that is used during the typical ratemaking
11 revenue requirement and the levelized is what facilities
12 charge customers pay. In total, the same amount of
13 revenue is recovered.
14 Q Let's turn to page 4 and take a look at.
15 that chart. Now, help me understand where the phrase
16 "levelized cost recovery" comes from, because in this
17 venue, I'm only familiar with talking about levelized
18 rates in the PURPA context. Where does this levelized
Page 97
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19 rate concept come from?

20 A It is another methodology for rate

21 recovery, revenue requirement.

22 Q I understand that, but what's the source

23 of this?

24 A This is the approved methodology by the

25 commission for the facilities charge.

CSB REPORTING 268 YOUNGBLOOD (X)
(208) 890-5198 Idaho Power Company
?

1 Q okay, and has the Commission called it

2 levelized cost recovery before?

3 A I don't recall if they have or not.

4 Q okay; so possibly this levelized concept \

5 1is one way of you describing this ratemaking construct to g i
6 help us understand more fully what you're doing? %
7 A It is exactly what we're trying to help

8 you understand is how the revenue is being recovered

9 under two different methodologies, correct.
10 Q And in the box on page 4, the horizontal
11 axis, the bottom line there, that represents time;
12 correct? 5
13 A correct. E
14 Q And each 1ine, vertical 1ine, represents a

15 year?

16 A It represents nothing. It's a

17 coloring-in, just trying to show that early on, before

18 the midpoint, whatever time frame that you would 1like to

19 use, that the non-levelized approach recovers more than

20 the Tevelized approach does, and later on in that same l
21  time period, the levelized approach would be paying back

22 the subsidy that existed at the beginning of the

Page 98
J. R. SIMPLOT COMPANY'S MOTION TO TAKE Page 30

OFFICIAL NOTICE AND/OR OFFER INTO EVIDENCE

Exhibit 6



™ 120511afn. txt
23  period.
24 Q well, I counted the Tittle lines there and

25 dt's coincidental that it's the same number of years that

CSB REPORTING 269 YOUNGBLOOD (X)
(208) 890-5198 Idaho Power Company
$
1 the facilities charge depreciates at, 32 years, so
2 there's 32 lines there.
3 A I will accept that subject -- I can count
4 them if you would Tike.
5 Q So under what you called the traditional
6 base revenue requirement ratemaking methodology, the
7 non-levelized 1ine -- correct?
8 A Correct.
9 Q -- what happens at year 32 according to
10 your chart?
11 A In year 32, what do you mean by "what
12  happens"?
13 Q well, how much cost recovery is the
14 company entitled to at the end of that 1ine?
15 A If there was an asset that was implemented
16 or installed at the very beginning of the time and
17 nothing ever happened during that time and it was fully
18 depreciated over, as you said, the 31, 32 years, it would
19 be fully depreciated. There would be zero residual
20 value.
21 Q Zero cost recovery?
22 A There would be no cost recovery,
23  correct,
24 Q So on the non-traditional levelized line,
25 we get out to year 32, what happens then?
CSB REPORTING 270 YOUNGBLOOD (X)
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(208) 890-5198 Idaho Power Company ;
¢
1 A Exactly the same. All the same amount of
2 revenue recovery has been recovered under the levelized
3 approach as it had been under the non-levelized
4 approach.
5 Q So in year 33, that line goes to zero as
6 well?
7 A what you're saying here, I think what
8 you're trying to lead toward is the 31 years and saying
9 that after 31 years that costs are fully recovered; is
10 that what you're trying to --
11 Q well, I'm just trying to understand your
12  testimony here. \
13 A My testimony with regard to this chart is '
14 saying that two different approaches for recovering a
15 revenue requirement are identical in what they recover or
16 are close to; that being the non-levelized approach
17 recovers the same amount of revenue recovery as the
18 levelized approach.
19 Q Isn't'that only true if at the year 31 the
20 levelized number also goes to zero going forward?
21 A At whatever time frame that you would take
22 a non-levelized approach and a levelized approach, they
23  would recover the same amount of recovery.
24 Q Okay, and the time frame you've chosen on
25 your chart is 31 bars, 31 years, and let's keep the 31
CSB REPORTING 271 YOUNGBLOOD (X)
(208) 890-5198 Idaho Power Company
? )
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2 extend five more bars out, so it's now 37 and the
3 non-levelized rate hits zero in year 32, what happens to
4 the levelized rate in years 33 through 377
5 A what I think you're trying to say with
6 regard to -- I mean, I don't have a time frame on this
7 and what I have said is that it is an average expected
8 T1ife and so this would be the average expected life of an
9 asset. In the case of facilities charges, that is the
10 average expected 1ife of a pool of assets, and those pool
11 of assets are determined for the facilities charge and it
12 would be the average expected 1ife of the pool of assets
13  for depreciation purposes as 31 years, so that would mean
14 that assets would depreciate or could be fully
15 depreciated over that period of time, but that their
) 16 expected 1life could Tlive well beyond that point in
17  time.
18 Q so if the average expected life is 31 or
19 32 years, if the actual 1ife is longer in reality, then
20 the levelized facilities charge works as a subsidy,
21 doesn't it?
22 A If the average expected 1ife was longer in
23 reality, then it would be depreciated over a longer
24 period of time, and both the levelized and the
25 non-levelized approach would still recover the same
CSB REPORTING 272 YOUNGBLOOD (X)
(208) 890-5198 Idaho Power Company
?
1 amount of revenue.
2 Q If the average expected 1ife is as you
3 represented, 32 years, and the actual asset was in
4 service for longer than that time period, doesn't this
Page 101 -
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5 levelized charge work as a subsidy?
6 A I guess what you're saying is would
7 customers who have equipment that are in place for a long
8 period of time be subsidizing and the answer to that
9 would be yes, just as customers who have equipment in for
10 a very short period of time and it is removed are being
11 recovered. It is an average expected 1life of
12 equipment.
13 Q So when you state at the bottom of page 4
14 over to the top of page 5 that your chart shows the total
15 amount of revenue recovered from either mechanism is
16 identical, that statement is not true, is it, if the
17 facilities charge equipment lasts longer than 32 years?
18 A If the facilities charge -- actually, the
19 statement is true that the total amount of revenue
20 recovered from either mechanism is identical. I'm
21 showing it over the same time period. If a non-levelized
22 approach was used for a longer period of time and a
23 levelized approach was used for the same amount of time,
24 under a levelized or a non-levelized approach the same
25 amount of revenue would be recovered.
CSB REPORTING 273 YOUNGBLOOD (X)
(208) 890-5198 Idaho Power Company
1 Q And I asked you, but whenever a facilities
2 charge facility has a 1ife longer than your depreciation
3 period, that statement is no longer true, is it?
4 A And what I'm saying is if you have a piece
5 of facility that is -- you're using levelized and you're
6 trying to compare that to the non-levelized approach, you
7 need to extend both Tines.
8 Q Do you have any data on the actual average
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/ 9 Tlife of the equipment subject to this charge?
10 A I believe the average expected 1ife --
11 Q I said actual.
12 A I'm sorry?
13 Q The question was do you have any data on
14 the actual average life of the equipment subject to this
15 charge and you started answering the expected and that's
16 not what I asked you.
17 A well, average life and average expected
18 1life I would term the same and that would be 31 years.
19 Q So it would surprise you, then, to learn
20 that many of these facilities are closer to 40 or 50
21 years old?
22 A It would not at all. If the average life
23 1is 31 years, that means that some facilities are less
f 24 than 31 years and some facilities are greater than 31
25 years, so it would not surprise me at all.
CSB REPORTING 274 YOUNGBLOOD (X)
(208) 890-5198 Idaho Power Company
¢
1 Q would you agree that much of Simplot's
2 equipment is outliving the 31-year life?
3 A I would agree that Simplot who is one of
4 the first, if not the first, facilities charge customer
5 may have equipment that has long Tives, yes. I also know
6 that there may be some facilities on Simplot's site that
7 may be less than 31 years.
8 Q In your testimony you state that
9 Dr. Reading's proposal to track actual depreciated costs
10 of facilities charge equipment would be difficult -- that
11 it would be difficult to track thousands of pieces of
12 equipment for 240 customers; do you recall that?
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13 A I do.
14 Q Have you thought that statement through
15 and researched what type of Excel program may be
16 available to handle those calculations?
17 A No, I mean no.
18 Q So you haven't explored how to possibly do
19 those calculations at all?
20 A For every single piece of equipment on a
21 facilities charge, determining the date of their
22 installation, determining separate depreciable Tives, no.
23 The Company's accounting does a group and pools assets.
24  For example, all poles are pooled together. There's a
25 depreciable life for those. There are different
CSB REPORTING 275 YOUNGBLOOD (X)
(208) 890-5198 Idaho Power Company
.?‘ g
)
|
1 depreciation tables for different pieces of equipment.
2 Transformers may have different depreciable 1lives than
3 poles or lines or switch gear. It is just
4 administratively difficult, if not impossible.
5 Q So isn't Idaho Power used to dealing with
6 thousands of calculations and many thousands of customers
7 1in very complex ways? %
8 A Idaho Power does have billing systems that @
9 deal with hundreds of thousands of customers and provides
10 the bills for them, yes.
11 Q How many customers does Idaho Power
12 have?
13 A I believe it is 450 some odd thousand
14 residential customers. I would have to check on that for
15 sure.
16 Q Probably pushing as many as 500,000 total
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/ 17 customers?
18 A very easily.
19 Q And does each and every one of those

20 500,000 customers generate a unique bill each and every

21 month?
22 A Yes, they do.
23 Q And how many facilities charge customers
24 did you say you have?
25 A 240 facilities charge -- approximately 240
CSB REPORTING 276 YOUNGBLOOD (X)
(208) 890-5198 Idaho Power Company
. _

1 Tlocations.

N 2 Q Let's just Took at, for example, Schedule

¢ 3 19, the charges that you keep track of each month for
4 each customer. You have seasonal time-of-use rates. You
5 have seasonal demand rates, summer on-peak demand
6 charges, a basic charge, a service charge, and a minimum
7 billing charge. That's six different charges for one
8 customer --
9 A correct.
10 Q -- on Schedule 19 and how many Schedule 19
11 customers do you have? i
12 A I believe around 136. I don't recall ;
13  right now.
14 Q So in light of Idaho Power's ability to
15 keep track of this seemingly unlimited amount of data on
16 500,000 customers and your sophisticated billing capacity
17 to keep track of customers, doesn't it seem to you that
18 dit's not that big of a burden to keep track of 240
19 customers?
20 A No, not at all. What you're saying is
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21  trying to keep track pf the thousands of pieces of

22 equipment for them. I did not say for those 450 or

23 500,000 customers that we have identified for every

24 single one of those customers the thousands of pieces of

25 equipment that are used to deliver the service to them.
CSB REPORTING 277 YOUNGBLOOD (X)
(208) 890-5198 Idaho Power Company

1 I don't have track of each of the line miles, the meters

2 for each individual customer identified.

3 Q Now, on page 4 you talk about this

4 non-traditional cost recovery mechanism for facilities

5 charge equipment.

6 A I did not say it was non-traditional.

7 Q well, you characterized the non-levelized

8 as traditional, so I assumed that you were

9 differentiating the levelized from the non-levelized as

10 being non-traditional.

11 A I was differentiating levelized from

12 non-levelized.

13 Q You did not use the word traditional when

14  you described non-levelized?

15 A From traditional ratemaking, correct.

16 Q so that's the traditional way to do it, so

17 levelized is what way to do it? -

18 A It is a levelized approach.

19 Q Non-traditional?

20 A The traditional ratemaking is for cost of

21  service of general rates, not for facilities charge.

22 what I was differentiating was between the non-levelized

23 approach that is used in the traditional ratemaking like

24 general base rates and a levelized approach.
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25 Q And you differentiated the non-levelized
CSB REPORTING 278 YOUNGBLOOD (X)
(208) 890-5198 Idaho Power Company
$
1 as being traditional and is it not a logical conclusion,
2 therefore, to say that the levelized is
3 non-traditional?
4 A Mr. Richardson, if you would 1ike to make
5 that assumption, that is fine, too.
6 Q Thank you; so on page 4, you justify this
7 non-traditional cost recovery mechanism for facilities
8 charge equipment from what you termed the traditional
9 non-levelized depreciation?
10 A Could you p]ease“direct me to the line
11  that you're referring to? I'm sorry.
12 Q It's in the box on page 4 --
13 A okay.
14 Q -- non-levelized.
15 A Yes.
16 Q so you justify using the non-traditional
17 1ine, which is the levelized line --
18 COMMISSIONER SMITH: Mr. Richardson, I
19 think that's a mischaracterization of his testimony,
20 so --
21 MR. RICHARDSON: Thank you, Madam Chair.
22 1I'11 move on.
23 COMMISSIONER SMITH: Thank you.
24 Q BY MR. RICHARDSON: On page 8, line 8, you
25 talk about Dr. Reading's approach for tracking
CSB REPORTING 279 YOUNGBLOOD (X)
(208) 890-5198 Idaho Power Company
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1 depreciation levels for individual facilities; do you see
2 that?
3 A Line 8 I see the question, "Does the
4  company track depreciation levels for individual
5 facilities for any other customer class or service?"
6 Q Then on line 11, you testify that you
7 don't agree -- that the Company doesn't do that because
8 it's not a standard ratemaking practice -- no, it is a
9 standard ratemaking practice to average the actual Tlevels
10 of depreciation; do you see that?
11 A Yes. I said, "No. It is a standard
12 ratemaking practice to average the actual levels of
13 depreciation together for a particular level of service
14 or custémer class and spread the recovery of those costs
15 equally to all customers within the class.™ >
16 Q Is it standard ratemaking practice to
17 never depreciate utility equipment such as
18 transformers?
19 A It is not.
20 Q On page 7, you express concern about
21 changing revenue requirement for a customer class when
22 changes are made to facilities charges for individual
23 customers; do you see that?
24 A Can you point me to the 1line, please?
25 Q It starts at Tine 6.
CSB REPORTING 280 YOUNGBLOOD (X)
(208) 890-5198 Idaho Power Company
$
1 A okay. '
2 Q So I don't understand your concern about
3 class revenue requirement in this instance when class
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4 revenue requirements are constantly changing, aren't
5 they, and probably never precisely perfect?
6 A Class revenue requirement is determined
7 during a general rate case.
8 Q And in between general rate cases those
9 revenue requirements are constantly changing, are they
10 not?
11 A The revenue requirement, I think, remains
12 the same. The rates that are place are hased upon that
13  revenue requirement.
14 Q But the actual what's going on in the real
15 world in between general rate cases, there are changes?
16 A There are costs that are qincurred.
17 Q And savings that are incurred?
% 18 A Yes.
4 19 Q And isn't that what general rate cases are
20 for is to capture those changes in between?
21 A That is correct.
22 Q And on page 8, you recite that the
23 Ccompany's proposed facilities charge is fair, just and
24 reasonable, Tline 23.
25 A Yes.
CSB REPORTING 281 YOUNGBLOOD (X)
(208) 890-5198 Idaho Power Company
%
1 Q were you in the room when I asked
2 Mr. Kline whether the concept of fairness is largely in
3 the eye of the beholder?
4 A I was.
5 Q And isn't it true that this Commission
6 will make that call and not us?
7 A I believe that is correct, that the
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8 commission will determine whether or not the rates are

9 fair, just and reasonable.

10 Q And have you read the testimonies of Mr.

11 Butler and Mr. sturtevant where they make the assertion

12 that this rate is not fair?

13 A I have read that testimony, those

14 testimonies.

15 Q So it is true that at least one of your

16 largest customers doesn't share your belief that this is

17 a fair rate?

18 A The customer, I believe that the customer

19 1is misinformed on how the rate of a facilities charge is

20 charged and may have made an erroneous assumption on

21  their part; nevertheless, I believe that the rates have

22  been determined by the Commission to be fair, just and

23 reasonable.

24 Q And so the question was, isn't it true

25 that at least one of your largest customers doesn't share
CSB REPORTING 282 YOUNGBLOOD (X)
(208) 890-5198 Idaho Power Company

1 your belief that this is a fair rate?

2 A They have stated that, yes.

3 Q And you were here this morning when wr.

4 campbell from McCain provided public testimony?

5 A I was.

6 Q And were you here this afternoon when we

7 discussed the BSU letter?

8 A I was.

9 Q would you turn to page 97 At the top of
10 that page on line 2, you are asked what is your response
11 to ICIP's suggestion that the Company should simply give
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12 away fully depreciated facilities; do you see that?

13 A I do.

14 Q Did you write that guestion?

15 A I did.

16 Q so I looked and I couldn't find anywhere
17 in the ICIP's testimony of any suggestion that Idaho

18 Power give away its facilities. Can you point to that

19 for me?

20 A I do not have the testimonies of Mr.

21  sturtevant and Mr. Butler, but if I recall, and I will
22 paraphrase, they were saying that facilities that they
23 were paying a facilities charge on, by their
24  characterization, as having no value should be given to
25 them or turned over to them.

CSB REPORTING 283 YOUNGBLOOD (X)
(208) 890-5198 Idaho Power Company
?

1 Q would you agree that the Industrial

2 cCustomers' witnesses have said that they have actually

3 paid for the facilities several times over and that this
4  suggests to me that they bhelieve they have purchased the
5 facilities? They're not asking for, as you say in your
6 question, a give-away.

7 A I would agree that that is what is the

8 witnesses have characterized has happened. That is not
9 what hs occurred, that they have paid for those

10 facilities.

11 Q Also, in that first answer on page 9, you
12 state that "ICIP's proposal would not be administratively
13 feasible," and you go on because "the Company does not
14 depreciate for ratemaking purposes individual pieces of
15 equipment separately,"” and you conclude that "so
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determination of when an individual piece of equipment
was fully depreciated would be nearly impossible," but
isn't that an impossibility of the Company's own making?
I mean, one could figure out a system, couldn't one, by
which the facilities charge equipment could be tracked in
this day and age?

A It is just not the way accounting
practices, generally accepted accounting principles and
practices, go or in ratemaking, general ratemaking.

Q okay, and I was asking you about your

CSB REPORTING 284

YOUNGBLOOD (X)
(208) 890-5198

Idaho Power Company

statement that it's impossible, nearly impossible, and my
question wasn't about what you traditionally do,
Tevelized or non-levelized, the question was could one
figure out a system by which facilities charge equipment
could be tracked in this day and age?

A In this day and age, I am sure that a
system could be created. The administrative cost and
administrative overhead to implement such a system, I can
only guess, would be astronomical.

Q That's a guess?

A That is correct.

Q And you haven't investigated the
possibility of doing that?

A No, sir.

Q on page 9, also on page 9, still on page
9, on line 17, you state that the facilities charge has
never been a "lease-to-own" charge and you put quotes
around the phrase "lease-to-own." You weren't quoting an

Industrial Customer witness, were you?
Page 112
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20 A I was not.

21 Q So that's your phrase?

22 A Yes, that is my phrase.

23 Q  Turning over to page 10, you cite the

24 commission to Idaho Code Section -- I guess it's page 11

25 to 12 where you cite the Commission to Idaho Code Section
CSB REPORTING 285 YOUNGBLOOD (X)
(208) 890-5198 Idaho Power Company

1 61-328; do you see that?

2 A I do.

3 Q And as you identify several provisions at

4 the top of page 12 that must be met in order for the

5 Company to sell a facility; do you see that?

6 A I see that. what I am describing there is i

7 the Company's proposal to provide a buyout option as part

8 of this proceeding in response in particular to Simplot

9 Company.

10 Q And then you're asked at line 8 on page

11 12, "what do the provisions of Idaho Code Section 61-328

12  provide?” And your answer is at line 10, "within Idaho

13 Code Section 61-328, it states that before authorizing

14 the sale of public utility owned property..."; do you see i

15 that?

16 A I do, and that is correct.

17 Q So is your understanding that this first

18 part of the Code section only requires that the property

19 be public utility owned property?

20 A That would be a Tegal interpretation, but

21 it is my understanding this is with regard to public

22  utility owned property, this section of Idaho Code.

23 Q Have you read that section of the Idaho
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24  Code?
25 A I have.
CSB REPORTING 286 YOUNGBLOOD (X)
(208) 890-5198 Idaho Power Company
1 Q so would it surprise you to learn that the
2 test may be a little more nuanced than just public
3 utility owned?
4 A I would defer to legal counsel.
5 Q And you note at the end of that paragraph
6 that the customer who purchases the facility must have a
7 bona fide intent and financial ability to operate and
8 maintain the property; do you see that?
9 A The property purchased, correct. }
10 Q Yeah, the property purchased, that's what
11 we're talking about, so if Simplot purchased that
12 66-year-old transformer from you and thereafter decided
13 that that factory is going to be closed and didn't
14 actua]]y.use that transformer, do you think that they
15 could legally buy it from you because they wouldn't be
16 operating that purchased facility?
17 A Again, I would probably defer on legal
18 counsel on that, but what I'm describing here were the :
19 provisions provided in the Idaho Code and it was provided :
20 as one of the conditions that would need to be met under
21 the Company's proposed buyout option, if approved by the
22 commission at this point in time, but it would be, I
23  think, a legal determination whether or not the company
24  who purchased the equipment if it was no longer going to X
25 use that equipment would meet this qualification. :
CSB REPORTING 287 YOUNGBLOOD (X)
(208) 890-5198 Idaho Power Company
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?
1 Q when I was visiting with Mr. Sparks, we
2 were talking about facilities that are much older than
3 your average expected 31-, 32-year life and those
4 facilities are still being assessed the full facilities
5 charge, which includes depreciation, return, et cetera,
6 et cetera, and I think we talked about subsidies between
7 individual customers and the remaining customers in the
8 class, and we talked about -- do you recall our
9 discussion about when, 1ike, Simplot leaves the
10 facilities charge family that the lost revenue from that
11 facilities charge payments they were making are to be
12 made up by the remaining members of the class?
) 13 A I recall the discussion, yes.
14 Q And do you agree with Mr. Sparks that when
15 a facilities charge customer goes away that revenue is
16 thereafter made up by raising the rates of the other
17 class members?
18 A The revenue lost by that facilities charge
19 revenue because it is used as a credit to the revenue
20 requirement determination of a particular class, that
21 class would need to recover that revenue, yes.
22 Q okay, then in your further discussion at
23  the bottom of page 12 of the operation of Section 61-328,
24  you state starting on 1ine 24 that the Company would need
25 to determine -- and this is the Company's interpretation
CSB REPORTING 288 YOUNGBLOOD (X)
(208) 890-5198 Idaho Power Company
?
1 of the provisions of this Code section according to the
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2 question -- that the Company would need to determine that
3 none of its remaining customers would be adversely
4 impacted by the sale of those facilities, and if what
5 Mr. Sparks and I discussed was true and you just
6 confirmed that every time that happens those revenues
7 have to be made up by the other customer classes, how is
8 it possible to make that determination?
9 A I believe that it would be done through a
10 determination of a sales price that would be used to
11 offset any kind of impact to the customer or done at the
12 same time as a general rate case filing where the base
13 rates for a particular class could be adjusted
14 accordingly.
15 Q So you adjust the sales price, keep the
16 remaining customer class whole for the lost facilities
17 charge customer?
18 A vYou asked how could it happen and I said
19 that might be one way. Another way would be through
20 determination at the time of a general rate case.
21 Q So walk me through how that would work on
22 the purchase price scenario.
23 A we have not determined a methodology for
24  determining purchase price, but if you look at future
25 revenues that would be recovered through a facilities
CSB REPORTING 289 YOUNGBLOOD (X)
(208) 890-5198 Idaho Power Company
1 charge that would now be lost and those revenues were
2 used as a determination of the base revenue requirement
3 for a particular class, then some kind of present value
4 analysis, I would assume, could be used to determine what
5 that price would be.
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Q So correct me if I'm not understanding you

properly, so if Simplot was going to buy their facilities
from you, the purchase price would not just be the
non-salvagable cost, but it would also include the cost
to make the remaining customers in the class whole, so
how does Simplot ever get away from having to pay that?

A The Company's provision for a buyout
option proposed in this case right now in my rebuttal
testimony, but has not yet been approved by the
Ccommission, was that the two companies, Idaho Power
Company and the customer, would try to mutually agree
upon a purchase price and that that price would be set in
such a way that it would meet the provisions as stated
there, the Idaho Code Section 61-328, no mixed ownership
of facilities, so they could not just buy the
transformer, they would have to buy all the facilities on
their site, and the customer must provide the operation
and maintenance of all facilities installed beyond the
point of delivery and that the customer must pay for the
engineering costs for determination of the sale.

CSB REPORTING 290 YOUNGBLOOD (X)
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The Company is not proposing at this point
in time any methodology at all for determining that
price. The Company is only proposing right now to
provide what it does not currently have in its tariffs,
which is a buyout option for facilities that are beyond
the Company's point of delivery.

Q You mentioned on allowing Simplot to
exercise the option to pay for removal of the facilities,

have you read Idaho Power's Tletter that's in Exhibit 308
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at pages 5 and 6 in response to Simplot's request to

purchase its facilities charge equipment?

A I don't have that letter before me, but I
may have read it during the course of the year.

Q would you agree with me that that letter
indicates that Simplot will need to pay substantial
expenses to even devise a plan to implement such removal
and purchase?

A I do not have that Tletter before me, but I
do know and recall that there are -- that the Company
told Simplot to go ahead and propose which ones that they
would want to go ahead and purchase and that they would
begin developing a plan with Simplot in how to remove
those facilities. There's a lot of things that need to
be taken into consideration about downtime of particular
plants, coordination of facilities, coordination of the

CSB REPORTING 291 YOUNGBLOOD (X)
(208) 890-5198 Idaho Power Company

changeover from Company-owned facilities to
customer-owned facilities. It was part of the process, I
believe.

Q Did Idaho Power ever offer to sell Simplot
its facilities charge equipment?

A It did not.

Q Did you read Mr. Sturtevant's testimony on
that issue where he testified that Idaho Power suggested
that Simplot would have to pay Idaho Power approximately
$10 million for the facilities charge equipment to be
sold and that these facilities have a total initial
investment of only 4.2 million?

MR. WILLIAMS: Madam Chair, I'm going to
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object. This is way beyond the scope of Mr. Youngblood's

testimony and he's now asking him a question based on
some hearsay that might be in one of his own witnesses'
testimony.

COMMISSIONER SMITH: Mr. Richardson.

Q BY MR. RICHARDSON: Mr. Youngblood, did
you participate in any discussions with Simplot on the
purchase or sale of their facilities charge equipment?

THE WITNESS: Is this for me to answer?
COMMISSIONER SMITH: Yes.
THE WITNESS: I did participate, yes.

Q BY MR. RICHARDSON: And do you recall the

CSB REPORTING 292 YOUNGBLOOD (X)
(208) 890-5198 Idaho Power Company

purchase prices that were discussed?

A I do recall that a purchase price was not
discussed.

Q And on page 14, line 8 in your testimony,
you talk about the need to prevent mixed ownership of
facilities; do you see that?

A T do.

Q And do you recall that Mr. Sturtevant also
talks about mixed ownership in his testimony and he
concludes that it's not such a bad thing?

A I recall that he did talk about mixed use.
I don't recall whether or not he included the
characterization that it was not such a bad thing or
not.

Q But I'm confused, Mr. Youngblood, about
exactly what mixed ownership means.

A Mixed ownership means facilities that are

pPage 119
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18 beyond the point of delivery of the Company that are

19 owned both by the Company and other facilities that are
20 owned by the customer and that they are intertwined. As
21  Mr. Kline stated earlier, the Company desires not to have
22 mixed use facilities on an ongoing basis and has made

23 that determination some time ago, is in the process of

24  trying to remove all mixed use facilities.

25 wWe have allowed customers where we

CSB REPORTING 293 YOUNGBLOOD (X)
(208) 890-5198 Idaho Power Company

1 currently have mixed use facilities to continue. It is

2 our policy not to go further into developing or

3 dncreasing the number of mixed use facilities, and it is
4  our proposal in this case here with a buyout option that
5 the customer would purchase all of the facilities on the
6 site so that there's not a pick and choose and pick only
7 the ones they want to purchase, but they would buy out

8 all of the facilities, the Company-owned facilities, on

9 their site.
10 Q Can you describe for me a facility that is
11 on the customer's side -- an Idaho Power-owned facility
12 on the customer's side of the meter that is subject to
13 the facilities charge, what it would like if it were not
14 a mixed facility?
15 A I'm not an engineer or expert on that, but
16 1in the simplest form I would say a transformer.
17 Q And a transformer on Simplot's property is
18 not a mixed facility?

19 A There is a delineation or a point where
20 from that transformer on would be all customer
21 facilities, so from the Company's point of delivery,
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/ 22 which typically is the property line, if the transformer
23  existed or resided on the customer's side of that
24  property line and that is the very last piece of Idaho
25 Power's equipment, that would not be a mixed use
CSB REPORTING 294 YOUNGBLOOD (X)
(208) 890-5198 Idaho Power Company
?
1 facility. The customer would take it from that point
2 forward.
3 The difference would be on a mixed use
4 facility where there are some, let's say a transformer
5 and then perhaps some switch gear that is customer-owned
6 and then perhaps some additional equipment beyond the
. 7 switch gear that is Company-owned, that would be mixed
/ 8 use facilities. The concerns from the Company point of
9 view is safety of its personnel, maintenance of the
10 equipment, determining which equipment is our equipment
11 or the customer's equipment. There have been incidences
12 and in fact, incidences on Simplot's facility where some
13 equipment has been moved or removed that was
14  company-owned and the customer removed it. 1Incidences
15 Tike that is not something that the Company wants to
16 continue.
17 Q Is there a definition of that term
18 anywhere that I can look up?
19 A I'm not aware of one right now, no.
20 Q who makes the call about whether a
21 facility is mixed or not mixed?
22 A It seems fairly simple to me that the --
; 23 Q well, the reason I ask 1is you're telling
24  the customers in your proposed Rule M that if they want
25 to purchase the facilities they have to purchase all of
pPage 121
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%
1 them, bundle.
2 A They have to purchase all of the
3 facilities beyond the Company's point of delivery,
4 correct.
5 Q And then at the same time, you're offering
6 to continue to create situations where they're
7 potentially mixed by offering the service to new
8 customers.
9 A No, no, no. Please understand the Company
10 1is not proposing any new mixed use facilities at all.
11 Q But you're still proposing to provide the _
12 facilities charge service. )
13 A The Company is continuing the facilities ’
14 charge service as it is currently right now with
15 customers on facilities that are beyond the Company's
16 point of delivery.
17 Q Right; so I've got a transformer on my
18 side of the fence and that's by definition, according to
19 you, not mixed with my other facilities, but if the
20 transformer is another 20 yards into the facility, does é
21  that then become mixed? !
22 A Mr. Richardson, I'm not sure what the
23 difficulty is here. From the Company's point of
24 delivery, any Company-owned facilities beyond that point
25 that are contiguous with the Company's facilities is the
CSB REPORTING 296 YOUNGBLOOD (X)
(208) 890-5198 Idaho Power Company \
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9 over time, so if a customer signed a form, let's say a
10 customer signed the form today and that rate was 1.7
11 percent, then a customer if the Commission approved the
12  request by the Company to reduce that rate, at a later
13  point in time that rate would go down. If a customer is
14 different from a Schedule 19 or a Schedule 24 or a
15 schedule 15 or a 41 or special contract customer 29,
16 there may be a different rate incurred.
17 Q Do you think a customer's consent may be
18 influenced by what that rate is?
19 A The customer would be knowledgeable of
20 that rate at that point in time.
21 Q Has that been your experience in the past
22 with your customers?
N 23 A I have not been out with the customer. I
/ 24 cannot talk to that.
25 Q on page 19, lines 2 to 6 of your
CSB REPORTING 299 YOUNGBLOOD (X)
(208) 890-5198 Idaho Power Company
¢
1 testimony, you state that the vast majority of the
2 Company's other facilities charge customers have
3 appreciated and benefited from the Company operating and
4 providing maintenance on facilities that they would have
S5 had to pay for and maintain themselves. Do you have any
6 evidence supporting that statement?
7 A The evidence that we used to make that
8 determination was prior to today. we were aware of only
9 one customer out of the 240 who had issues or reasons or
10 concerns and that was the Simplot Company. As of today,
11 I believe we now have two other customers that may have
12 concerns or issues. We have not talked, to my knowledge
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13 have not talked, to those customers and helped explain
14 what the benefits are of the facilities charge, so based
15 upon even that, three out of 240 customers, I think T
16 would still say that the vast majority of the Company's
17 other facilities charge customers have appreciated and-
18 benefited from the Company operating and providing
19 maintenance on facilities that they would have to pay for
20 and maintain themselves.
21 Q That's just based upon your assumption,
22  though?
23 A Based upon the fact that the facilities
24 charge has been in place for a number of years, as you
25 have stated, and that we have not heard any other
CSB REPORTING 300 YOUNGBLOOD (X)
(208) 890-5198 Idaho Power Company
$
1 complaints, yes. The companies who are paying the
2 facilities charge continue to receive the same benefit
3 that they received from the beginning.
4 MR. RICHARDSON: Madam Chair, that's all I
5 have. Thank you, Mr. Youngblood.
6 THE WITNESS: Thank you.
7 COMMISSIONER SMITH: Thank you, Mr.
8 Richardson. Do you have questions?
9 COMMISSIONER REDFORD: I only have one
10 question. '
11
12 EXAMINATION
13
14  BY COMMISSIONER REDFORD:
15 Q In my 32 years of life, I've heard the
16 word levelized used in many ways, from a level for
Page 126
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levelizing wood to what you're talking about today, tell

17
18 me what levelized means.
19 A what I was trying to describe was that --
20 Q And I'm sure you did. I just didn't get
21 it.
22 A well, apparently not, but what I was
23  trying to describe was that the revenue that would be
24 recovered through a non-levelized approach would be
25 exactly the same as one that would be recovered through a
CSB REPORTING 301 YOUNGBLOOD (X)
(208) 890-5198 Idaho Power Company
¢
1 levelized approach, and in saying that, that means that
} 2 1in a non-levelized approach, the customer would pay more
| 3 1in the early years, perhaps paying more -- their bill
4 would be higher, and over the course of time, it would
5 decrease as the investment decreases. The levelized
6 methodology takes all of those and takes the -- it
7 creates or calculates an equal payment --
8 Q The average?
9 A -- the average for‘the entire period of
10 time, very much like, for example, your home mortgage,
11  that is --
12 Q I don't want to talk about that.
13 A okay. well, yours is probably much
14 smaller than mine, unfortunately, but it is the same
15 amount over a period of time, rather than paying more fin
16  the beginning of the 30-year mortgage than it is at the
17 end.
18 Q why don't you use just the words differing
19 facilities charges per year?
20 A For which one?
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21 Q It appears either one.

22 A what I'm trying to describe is the fact

23 and I think this is something --

24 COMMISSIONER REDFORD: I understand what

25 you're talking about now, but that was just kind of a

CSB REPORTING 302 YOUNGBLOOD (Com)
(208) 890-5198 Idaho Power Company
¥

1 quip, so you don't need to answer that. Thank you. I

2 have no further questions.

3

4 EXAMINATION

5

6 BY COMMISSIONER SMITH: . )
7 Q At the risk of making it worse, I want you

8 to confirm what I believe I<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>