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I. INTRODUCTION

State your name and occupation.

My name is David J. Garrett. I am a consultant specializing in public utility regulation. 1
am the managing member of Resolve Utility Consulting. T focus my practice on the
primary capital recovery mechanisms for public utility companies: cost of capital and

depreciation.

Summarize your educational background and professional experience.

I received a B.B.A. degree with a major in Finance, an M.B.A. degree, and a Juris Doctor
degree from the University of Oklahoma. I worked in private legal practice for several
years before accepting a position as assistant general counsel at the Oklahoma Corporation
Commission in 2011. At the Commission, I worked in the Office of General Counsel in
regulatory proceedings. In 2012, I began working for the Public Utility Division as a
regulatory analyst providing testimony in regulatory proceedings. I am a Certified
Depreciation Professional with the Society of Depreciation Professionals. I am also a
Certified Rate of Return Analyst with the Society of Utility and Regulatory Financial
Analysts. I have testified in many regulatory proceedings regarding cost of capital and
depreciation. A more complete description of my qualifications and regulatory experience

is included in my curriculum vitae.!

Have you previously testified before the Public Utilities Commission of Nevada (the
“Commission”)?

Yes.

! Exhibit DJG-1.
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On whose behalf are you submitting this testimony?

I am submitting this testimony on behalf of Wynn Las Vegas, LLC, Smart Energy Alliance,

and Circus Circus Las Vegas, LLC (collectively, the “DOS Customers”).

What is the purpose of your testimony?

The purpose of my testimony is to present the position of the DOS Customers regarding
the treatment of the earnings sharing regulatory liability presented in the application of

Nevada Power Company d/b/a NV Energy (“NV Energy” or the “Company”).>

Please summarize your understanding of this issue.

Pursuant to prior orders of the Commission, the Company created a regulatory liability to
refund to ratepayers 50% of the earnings above a 9.7% return on equity beginning calendar
year 2018.3 The Company calculated an amount of $59.7 million as the earnings sharing
regulatory liability, which includes $43.3 million for 2018 and $16.4 million for 2019.*
The Staff of the Public Utilities Commission of Nevada (“Staff”) and the Attorney
General’s Bureau of Consumer Protection (“BCP”) filed a motion to return the earnings
sharing regulatory liability funds in the form of an immediate one-time bill credit.’> In
response, the DOS Customers did not object to the relief requested in the motion,

conditioned upon the Commission’s clarification that approval of the immediate return of

2 See Vol. 22, Schedule H-CERT 36.

3 See Commission Order in Docket Nos. 17-06003 & 17-06004, dated December 29, 2017; see also Direct Testimony
of Michael Cole, p. 25, lines 1-12.

4Vol. 22, Schedule H-CERT 36.

* Joint Motion for Immediate Return of Earnings Sharing Funds to Ratepayers and for Order Shortening Time, filed
July 21, 2020.
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the regulatory liability would limit any party’s ability to contest the accuracy of the

Company’s calculation of the regulatory liability.

Please summarize the recommendations in your testimony.

In this testimony I present two issues that could have a material impact on the Company’s
calculation of the regulatory liability. These issues include the proper equity ratio used to
calculate the amount of the over earnings for 2018 and 2019, as well as the carrying charges
that should be applied to the over earnings amounts for 2018 and 2019. I discuss these
issues further in my testimony. The table below summarizes the impact of these

adjustments to NPC’s earnings sharing liability.

Figure 1:

Depreciation Rate Comparison by Plant Function
Earnings Sharing Liability - 2018 S 47,703,446
Earnings Sharing Liability - 2019 25,904,762
Total 2018-2019 ESL Principal 73,608,208
1/1/19- 9/1/20 Carrying Charge 9,504,713
Total Liability S 83,112,922

As shown in this table, I calculate NPC’s total earnings sharing liability to be $83.1 million.

How should the Commission order NPC to refund the earnings sharing liability?

As Staff and BCP initially requested, the DOS Customers recommend that this amount be
refunded immediately through a one-time bill credit. The DOS Customers support the bill
crediting mechanism recommended in the testimony of Kevin Higgins for MGM and

Caesars.

Testimony of David J. Garrett Page 5 of 11 Docket No. 20-06003
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II. CAPITAL STRUCTURE ADJUSTMENT

Q9. Please describe how the Company calculated the amount of its shared earnings for
2018 and 2019.

A. In NV Energy’s 2018 and 2019 Annual Deferred Energy Accounting Adjustment
Applications, the Company presented its regulatory return on equity and earnings sharing
calculations.® The Company determined the shared earnings by comparing the adjusted
operating income to an imputed allowed operating income based on the shared earnings
threshold of a 9.7% allowed return on equity (“ROE”).” The imputed allowed operating
income based on a 9.7% allowed ROE was calculated based on what appears to be NPC’s
actual common equity percentage for 2018 and 2019, which was 51.37% and 54.24%
respectively ®

Q10. Do you agree with the Company’s use of its actual equity ratio in calculating the
earnings sharing amounts for 2018 and 2019?

A. No. The Company should have used its authorized equity ratio of 49.99% for both its 2018
and 2019 earnings sharing calculations. In its order establishing the earning sharing

mechanism, the Commission stated:

6 See Annual Deferred Energy Accounting Adjustment Application of Nevada Power Company d/b/a NV Energy for
the 12-month period ending December 31, 2018, Docket No. 19-03001, Volume 2 of 9, Application, Draft Note and
Exhibits, Exhibit M (this exhibit also attached hereto as Exhibit DJG-6); see also Annual Deferred Energy Accounting
Adjustment Application of Nevada Power Company d/b/a NV Energy for the 12-month period ending December 31,
2019, Docket No. 20-02026, Volume 2 of 12, Application, Draft Notice and Exhibits, Exhibit M (this exhibit also
attached hereto as Exhibit DJG-7).

7 See Direct Testimony of Blake Groen, Docket No. 20-02026, pp. 3-6.
& See Exhibits DJG-6 and DJG-7.
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To balance and temper the possibility of over-earning by Nevada Power,
the PUCN establishes in this Order a first-of-its-kind in Nevada earnings-
sharing mechanism between Nevada Power and its customers. Any return
on equity received by Nevada Power in excess of 9.7 percent shall be
thereafter split equally (50/50) between Nevada Power and ratepayers. This
new earnings sharing mechanism will help rein in any over-earning that may
occur.”

Because the amount of equity in a utility’s capital structure directly impacts the return to
the equity holder, if NPC had requested a capital structure with 54.24% equity in its 2017
rate case, the Commission may have ordered a lower ROE and, thus, a lower earnings
sharing threshold. Thus, it is not appropriate for NPC to inflate its authorized equity return
for purposes of calculating the earnings sharing amounts by using a higher level of capital
structure equity than the Commission allowed.

Furthermore, the earnings sharing mechanism should be a fixed benchmark, rather
than a moving target. Clearly, the threshold ROE level for the earning sharing mechanism
is fixed at 9.7%. In my opinion, this also necessitates the use of a fixed capital structure,
rather than a moving target. NPC’s authorized equity ratio for 2018 and 2019 was
49.99%.1% Unlike competitive firms, which have a natural financial incentive to minimize
capital costs by operating with sufficient amounts of low-cost debt, utilities are not
naturally incentivized to operate with sufficient amounts of debt in their capital structures.
Instead, under the rate-base rate of return model, utilities can increase their revenue
requirements to a level specifically approved by regulators. Similarly, with regard to the

earning sharing mechanism, the amount of the earnings sharing decreases as the equity

9 See Docket Nos. 17-06003 & 17-06004, Order Granting in Part and Denying in Part General Rate Application by
Nevada Power Company (12/29/17) at p. 3.

1"Docket Nos. 17-06003 & 17-06004, Order Granting in Part and Denying in Part General Rate Application by Nevada
Power Company (12/29/17) at 9 50.
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ratio increases. The Commission did not direct NPC to use it’s actual equity ratio rather
than the authorized ratio, likely because doing so would actually give NPC yet another
incentive to not operate with sufficient amounts of low-cost debt (particularly during a time
of historically-low interest rates). Moreover, this arrangement would be antithetical to the
Commission’s stated purpose to “balance and temper the possibility of over-earnings” and

to “rein in any over-earnings that may occur.”!!

Did you use NPC’s authorized equity ratio in calculating the earnings sharing
amounts for 2018 and 2019?

Yes. In my calculation of NPC’s earnings sharing amount for 2018 and 2019, I based my
approach on the same approach used by NPC, however, instead of using NPC’s actual
equity ratios for 2018 and 2019, I used the authorized equity ratio of 49.99%, as shown in
my attached exhibits.'> For 2018, I calculate earnings sharing of $47.7 million, and for
2019, I calculate earnings sharing of $25.9 million. This equates to a total earnings sharing
of $73.6 million, which is $14 million higher than the earnings sharing of $59.7 million

calculated by the Company.

In Docket 19-03001, the Commission approved a stipulation between Staff, BCP, and
NPC regarding calculation of the earnings sharing amounts. Does this stipulation
preclude your recommendation to modify this calculation by using NPC’s authorized
equity ratio rather than its actual equity ratio?

I do not believe so. First, none of the DOS Customers was a party to this stipulation. The
stipulation states that the “Parties (i.e., Staff, BCP, and NPC) agree that the methodology

for calculating the earning sharing described in the filing reflects the collaborative efforts

N d

12 See Exhibit DJG-2 and Exhibit DJG-3.
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between Staff, BCP and the Companies ....”!* Furthermore, the Commission’s order
accepting this stipulation does not explicitly approve the methodology agreed to by Staff,
BCP, and NPC as appropriate or reasonable. It only restates the stipulation’s language that
the “Signatories agree that the methodology of calculating the earning sharing described in
the filing reflects the collaborative efforts between Staff, BCP, and NV Energy ....”!
Therefore, it appears that the Commission has not made a final decision on a appropriate
calculation methodology and remains free to adopt a different methodology in this case

than the one agreed to between Staff, BCP, and NPC.

III. INTEREST CHARGE ADJUSTMENT

Q13. Has NPC proposed interest or carrying changes be applied to the principal balance
of the earnings sharing liability?

A, No.

Q14. Should interest be applied to the principal amount of the earnings sharing liability?

A Yes. Regardless of the amount ultimately determined to be the base, principle amount of
the earnings sharing liability, interest changes should be applied to that amount. At the
time the earnings sharing mechanism is triggered, those excess earnings belong to
customers. To the extent NPC has retained customers’ funds over time, interest should be

applied to those funds so that NPC does not receive interest-free use of customers’ money.

13 Docket 19-03001, Stipulation § 17.
141d. Order 9 13 (Aug. 1, 2019).
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Q15. Please describe how you calculated your proposed interest charges.

A. To calculate the interest charges, I started with the adjusted principal earnings charges for
2018 and 2019 ($47.7 million and $25.9 million respectively) and used the Company’s pre-
tax weighted average cost of capital of 9.2%, which is based on the authorized capital
structure consisting of a 49.99% equity ratio.!> 1 applied this interest rate from January of
2019 through September of 2020. Based on these inputs, I calculate a total interest charge

of $9.5 million.'®

Q16. Have you also calculated what the amount of the interest charge would be if NPC’s
proposed principal earnings-share liability amounts are considered?

A. Yes. If NPC’s proposed regulatory liability amounts are used as the principal balances for

the interest change, the total interest changes are $8.1 million.!’

Q17. Does this conclude your testimony?

A. Yes.

15 Exhibit DJG-4.
16 Exhibit DJG-4.
17 Exhibit DJG-3.
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AFFIRMATION

STATE OF OKLAHOMA )
) SS.

COUNTY OF OKLAHOMA )
I, DAVID J. GARRETT, do hereby swear under penalty of perjury the following:
That | am the person identified in the attached Prepared Testimony, and that such
testimony was prepared by me or under my direct supervision; that the answers and
information set forth therein are true to the best of my knowledge and belief; and that if
asked questions set forth herein; my answers thereto would, under oath, remain the

same.

DAVID J. GARRETP”

Subscribed and sworn to (or affirmed) before me

on this 16th day of September, 2020, by DAVID J. GARRETT,
proved to me on the basis of satisfactory evidence

to be the person who appeared before me.

g Td

NOTARY PUBLIC
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405.249.1050
dgarrett@resolveuc.com

101 Park Avenue, Suite 1125

Oklahoma City, OK 73102 DAVID J. GARRETT

EDUCATION

University of Oklahoma
Master of Business Administration
Areas of Concentration: Finance, Energy

University of Oklahoma College of Law
Juris Doctor
Member, American Indian Law Review

University of Oklahoma
Bachelor of Business Administration

Norman, OK
2014

Norman, OK
2007

Norman, OK
2003

Major: Finance

PROFESSIONAL DESIGNATIONS

Society of Depreciation Professionals
Certified Depreciation Professional (CDP)

Society of Utility and Regulatory Financial Analysts
Certified Rate of Return Analyst (CRRA)

The Mediation Institute
Certified Civil / Commercial & Employment Mediator

WORK EXPERIENCE

Resolve Utility Consulting PLLC Oklahoma City, OK
Managing Member 2016 — Present
Provide expert analysis and testimony specializing in depreciation

and cost of capital issues for clients in utility regulatory

proceedings.

Oklahoma Corporation Commission Oklahoma City, OK

Public Utility Regulatory Analyst 2012 - 2016
Assistant General Counsel 2011 - 2012

Represented commission staff in utility regulatory proceedings
and provided legal opinions to commissioners. Provided expert
analysis and testimony in depreciation, cost of capital, incentive
compensation, payroll and other issues.



Perebus Counsel, PLLC

Managing Member

Represented clients in the areas of family law, estate planning,
debt negotiations, business organization, and utility regulation.

Moricoli & Schovanec, P.C.

Associate Attorney

Represented clients in the areas of contracts, oil and gas, business
structures and estate administration.

TEACHING EXPERIENCE

University of Oklahoma
Adjunct Instructor — “Conflict Resolution”
Adjunct Instructor — “Ethics in Leadership”

Rose State College
Adjunct Instructor — “Legal Research”
Adjunct Instructor — “Oil & Gas Law”

PUBLICATIONS

American Indian Law Review

“Vine of the Dead: Reviving Equal Protection Rites for Religious Drug Use”

(31 Am. Indian L. Rev. 143)

VOLUNTEER EXPERIENCE

Calm Waters

Board Member

Participate in management of operations, attend meetings,
review performance, compensation, and financial records. Assist
in fundraising events.

Group Facilitator & Fundraiser
Facilitate group meetings designed to help children and families
cope with divorce and tragic events. Assist in fundraising events.

St. Jude Children’s Research Hospital
Oklahoma Fundraising Committee
Raised money for charity by organizing local fundraising events.

24

Exhibit DJG-1
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Oklahoma City, OK
2009 - 2011

Oklahoma City, OK
2007 — 2009

Norman, OK
2014 — Present

Midwest City, OK
2013 - 2015

Norman, OK
2006

Oklahoma City, OK
2015 -2018

2014 - 2018

Oklahoma City, OK
2008 — 2010



PROFESSIONAL ASSOCIATIONS

Oklahoma Bar Association

Society of Depreciation Professionals

Board Member — President

Participate in management of operations, attend meetings,
review performance, organize presentation agenda.

Society of Utility Regulatory Financial Analysts

SELECTED CONTINUING PROFESSIONAL EDUCATION

Society of Depreciation Professionals

“Life and Net Salvage Analysis”

Extensive instruction on utility depreciation, including actuarial
and simulation life analysis modes, gross salvage, cost of removal,
life cycle analysis, and technology forecasting.

Society of Depreciation Professionals

“Introduction to Depreciation” and “Extended Training”
Extensive instruction on utility depreciation, including average
lives and net salvage.

Society of Utility and Regulatory Financial Analysts
46th Financial Forum. ”"The Regulatory Compact: Is it Still Relevant?”
Forum discussions on current issues.

New Mexico State University, Center for Public Utilities
Current Issues 2012, “The Santa Fe Conference”
Forum discussions on various current issues in utility regulation.

Michigan State University, Institute of Public Utilities

“39th Eastern NARUC Utility Rate School”

One-week, hands-on training emphasizing the fundamentals of
the utility ratemaking process.

New Mexico State University, Center for Public Utilities

“The Basics: Practical Regulatory Training for the Changing Electric Industries”
One-week, hands-on training designed to provide a solid

foundation in core areas of utility ratemaking.

The Mediation Institute

“Civil / Commercial & Employment Mediation Training”
Extensive instruction and mock mediations designed to build
foundations in conducting mediations in civil matters.

Exhibit DJG-1
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2007 — Present

2014 — Present
2017

2014 — Present

Austin, TX
2015

New Orleans, LA
2014

Indianapolis, IN
2014

Santa Fe, NM
2012

Clearwater, FL
2011

Albuquerque, NM
2010

Oklahoma City, OK
2009
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2018 Earnings Sharing Adjustment

Exhibit DJG-2

Cost of Capital1

Short Term Debt
Customer Deposits
Long Term Debt
Common Equity
Total

Summary

Ratio Cost % Weighted Cost

Operating Income

Rate Base

Rate of Return

Cost of Debt & Preferred
Available for Common
Common Equity Percentage
Imputed Return on Common

Earnings Sharing over 9.7% ROE

Operating Income

Accrual for Sharing
Long-term Incentive Plan Accrual
Tax

Adjusted Operating Income
Operating Income at 9.7%
Difference

50% Sharing

Tax Gross Up Factor

Tax Gross Up Dollars
Sharing Over 9.7% ROE

0% 0.00% 0.000%
1.44% 0.38% 0.005%
48.58% 6.17% 2.997%

49.99%

100%

Adjustment

Allowed

S 419,446,000
4,802,412,000

8.73%

3.00%

5.73%

49.99%

11.46%

$ 419,446,000
41,283,901
1,042,000
(8,237,000)
453,534,901
378,162,099
75,372,801
37,686,401

26.58%

10,017,045

s 47,703,446

17,140,000

378,162,099
4,819,552,000
7.85%
3.00%
4.85%
49.99%

9.70%

[1] Docket Nos. 17-06003 & 17-06004, Order Granting in Part and Denying in Part General Rate Application by Nevada Power Company (12/29/17) at 9 50.



2019 Earnings Sharing Adjustment

Exhibit DJG-3

Cost of Capital1

Ratio Cost % Weighted Cost

Short Term Debt 0.00% 0.00% 0.000%

Customer Deposits 1.44% 0.41% 0.006%

Long Term Debt 48.58% 5.26% 2.555%

Common Equity 49.99%

Total 100%

Summary
Adjustment Allowed
Operating Income S 374,906,008 S 353,478,209
Rate Base 4,720,730,000 53,203,000 4,773,934,000
Rate of Return 7.94% 7.40%
Cost of Debt & Preferred 2.56% 2.56%
Available for Common 5.38% 4.85%
Common Equity Percentage 49.99% 49.99%
Imputed Return on Common 10.76% 9.70%
Earnings Sharing over 9.7% ROE

Operating Income S 374,906,008

Accrual for Sharing 21,427,799

Long-term Incentive Plan Accrual 1,915,310

Tax (3,840,646)

Adjusted Operating Income 394,408,470

Operating Income at 9.7% 353,478,209

Difference 40,930,261

50% Sharing 20,465,131

Tax Gross Up Factor 26.58%

Tax Gross Up Dollars 5,439,632

Sharing Over 9.7% ROE S 25,904,762

[1] Docket Nos. 17-06003 & 17-06004, Order Granting in Part and Denying in Part General Rate Application by Nevada Power Company (12/29/17) at 9 50.
*Other data from Docket 20-02026, Vol. 2 of 12, Application, Draft Notice and Exhibits, Groen Exhibit M
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Exhibit DIG-6

Page 1 of 2
HEVADA POWER COMPANY Exbibii ¢
dilvia WY Energy Page 1.0f2
REGULATORY RETURN ON EQUITY Hausman
FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2018
{IN THOUSANDS)
fa) ) (2] {d) (e} it {a)
Ln Iteim Tuytal Nen FERG Mevada L
No Bection No Description Reported Rate-Bage Jurisdiction Jurisdiction Mo
1 1 Rate Base 1
2 1 tility Pl 2
4 fa Lty Plant in Service 5 8,158,950 % - % 225847 % 8,057,304 3
4 ik Elsctic Plant Held for Future Use 4,559 4,569 g - 4
& fe  Capital Leases 455,562 455,582 - . 5
B 1d Assel Retirement Cbligation ‘24679 24,579 « B
¥ 2 Corsiniction Work in Progress 84,776 24778 7
8 3 {Less) Aoouin Proy Diepreciation 8
) Ba ity Plant in Service (3BT, 500} - 1B8,328) 3.401,172) 9
10 b Electric Plant Held for Fitire Use {1,349 {1,319) . . 10
11 Fu. Assel Retivement bligatior 112, THE) K] - " 14
12 & Dther Property and Investments e, rar aa,ver - 92
13 B Wstking Capital 13
14 S5 FuelStosk A 405 » - 4485 14
15 b Waterisls and Bupplies B, 404 1,362 53132 15
16 5S¢ Prepayments 55485 - 673 54,512 18
17 Bd Cash Working Capital - Assets 435,881 455,807 (370 {19,667} i
18 Be  CashWorking Capital - Liabilities 1351, 245) {357,248) . - 48
19 G {Less) Avcumiizigd Uncollectibles 5,542 - 15,542) 19
20 ¥ Regulatory Assets 20
vl Ta Incloded in Mewvada retail rate base 559 764 - - B, T 21
fracd T Exchuded in MNevada retail rate base 186,128 186128 - a2
‘23 To:  Oiher ragovery method - balarcing aceolins; Bo,078 39978 " 23
24 T GAAP ' B092 8,082 - 24
25 Te  Tan o - 1] 25
28 B Mistellarisous Deferred Debis 28
2 Ba  inchuded in Nevada rétail vate base 1,038 1407 i) 27
28 By Exchoded in Nevada retail rate base 1,044 1,001 - - 28
28 B Asset Retirement Cbligations BE.438 69,138 - - 28
a0 Bd Diherrecovery method - - - 30
N Be Pansion - AQCH Adjustrisnt - 35,50 138,829} 31
o 9 Diner Deferred Debits 54,865 54,805 - 32
k] 10, Jless) Avcum Defered Taxes 33
34 e Msset 864,203 - - BBd208 3
35 0t Lisbiliy (3,624,040} 3675 352800 11,592,435} 35
i 100 Arwestorent Tax Credit 118,201} . 350} 112,053} 36
o 11 iDbligations Under Capital Leases {4BT,807) (487, BBT) - . a7
et 12 fLess) Reserves PB0.ea) » {768y 150, 552) it
B9 13 Aosumiulaed Provision Tor Rabe Refunds A4y {4479 - . 39
£ ] 14 Derivative instriment Liabilies 6082y 18,082} A0
1 15 Asset Relirement Cbligations 81,0629 181,052) . #
42 18 (Less)Clushomar Adyarces - Constr (58,3851 BB, 365} 42
43 17 Regulatory Liabilities 43
44 18 Inchuded in Mevada retall rate base {90,555) . 180, 555 A4
45 170 . Other recovery method - balancing ascounts {59,151} (591313 - - 45
4 Tho. GEAAR 47,855) {47,855) . 45
47 174 Tan BED 65Ty v {869,857} 47
4B 176 Current year earnings shiring svorial T 40y {17 440) 48
45 18 Other deferred credits ' 1Ba e - {83, 788) A9
) 18 Unamiorized Gainon Reatruired Debt 1173 1178 B il
i 20 Llong-Terrn Oebt 2670 20 ;‘2 578,200} o " &1
52 21 Total Met Liility Rate Base § 2781480 3 (2:146.630) 3 125807 & 4,802,412 52
B3 53
£ 22 Totel Proprietsny Capits) [2,781,489) 54
&5 85
) 23 Total besets 8,900,588 56
74 24 Total Liabiites and Stockholders Equity 18,890,308} &7

Page 145 of 363



Exhibit DIG-6

Page 2 of 2
NEVADA POWER COMPANY Exbibii ¢
dibta WY Energy Page 2 of 2
REGULATORY RETURN ON EQUITY Hausman
FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2018
{IN THOUSANDS)
fa) ) ie {d) (e} (] (gl
Ln e Total Nin FERG Nevada Lxi
No . Seclion. Mo Description Reported Rate-Bage Jdurisdiction Jurisdiction No
1 I Income Statement g "
2 25 Ciperating Revenues § 2256527 5 v PH805 . 5 et i e
3 26 Operating Experses: 3
4 285 Operaions & Malhtenance 1,307,834 8,848 1,287,986 4
5 b Depreciation & Mmorization 397,241 - 4,736 B2, 546 5
B 28 Tanes Other than Income Taxes 48148 " 1054 AT 415 L]
7 280 Income Taves 72,878 ; 2,748 8p.627 (5
8 e Imesstment Tay Credit - Met {572} {15} (557} -}
) 261 Gains/Losses from Disposition of Allowanices 10 . - (ay 8
10 27 Total Operating Expenses 5 1.825.188 ] - ¥ 18460 % 1,808,718 0
11 1
12 28 Ciperating Income Belore Adjustments § 481,550 % 3 10,585 % 424,004 12
k] 2 Cerryon regulabory asselsliabiies 1,586 13
14 A Lenzleincentive 13,9800 14
185 31 Tawon Line:30 36 16
16 32 Met Operating Income A48 15
17 17
18 33 Other Incom 18,404 18
ki B Diher Deductions {53,247 19
20 35 Taweson Other lnsome and Dedustions (336} 20
2 S5 Interest Changes {167.881) 21
bea I Netlncome § . 228008 22
23 23
24 38 Return on Rate Base (net operating incoms/adjusted nes atility rate base) 24
25 25
26 ] Cost of Capita) {5-guarber average) 25
Ayt Ratio Cost% Average Cost
27 f2) {h) {e} {e) 27
28 38 ShofkTerm Debl . %5 0,00 % Y 28
2 40 Customer Deposils 5392 0BB% 0.368'% 0,00 % 2
ity 4 Long Term Debt 2,582,735 4265 % BAT % 2.94%: 30
iz ] A2 Cormmin Bguity 2IBIOIT BB % 4]
32 A4 Total § G.410,844 32
3% 33
34 w Bummary Adjustment Wlowed B4
B35 44 Dperaling ncoms k1 418448 5 R e 35
36 45 Rate Base 4802412 17,440 4818.852 3B
a 46 Rate'of Retim 8,73 % THE% 37
38 47 Costol Debt & Prefened 284 % 284% 38
39 48 - Pailable for Sommon 5,70 Y% 498 % 30
A0 A% iCommon Enguity Percentage 51,97 4% 53T Y% A0
41 B0 Imputed Feturn on Somrrion 11,27 .70 % 41
42 51 SEC Retutr on Equity (5-point) 42
43 43
44 L'} Egrnings Sharing 44
45 Sharing Ower 9.7%. ROE 45
A 52.  Operating Income % B A4B A
47 B3 Pl Accrualfor Bharing 38,982 47
A48 B4 Pls Lang-bstrm incentive flan acéris) 1,042 48
49 55 Ta on Lines 23 {8,237 49
e 58 Adjusted Operating Income & 450,433 fis]
51 51 parating ncomie @ 9.7% 382,018 51
52 58 Diffefenpe; BB417 52
53 59 50% Sharing L] B3
54 B0 Tew Gross UpFactor 29.00% 54
55 1 Tew Gross UP Dollars 8,003 55
56 62 Bhaving Dver 8.7% ROE : 2 43,302 5B
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Exhibit DJG-7
Page 1 of 2

Newada Powir Company Exhibiv b
Regulatory Return on Equity Page 1 ¥ 2
For Pricd Ending 2009034 G
A5 of December 2019
Lt}
{a} ) i) i) ) ) ()
e Totat My FERC Mevada Ln
Section No Dnseripton Reported Rate-Base Jurisdiction Jusrisdiction Ho
[ Bate Base !
1 ity Plant 2
Ta Uty Plant i Service 308,903 < 20317 9063441, 3
18 Electric Plant Held for Future Use T899 874 “ e 4
T Caplral Leases WG, 280 A, TR “ o &
16 hssit Hetihermipnt Cblgation 17918 1TH18 “ “ B
# Constriction Work 1 Progress LR IAZ BT - - 7
3 sl A Prov Depracito 8
33 Lty Plant: i Sawymﬁr 13,520,327} - {73, 709) 14,306,578} g
B Electric Plant Meld for Futire Use 1816} 1815) “ P W
3t hsser Retinerment Obligarion {8777} 18,777 “ B 41
il Db Prospinrty-snd vzt ety A% 606 5, B0 “ 92
5 Weirkinig Capital 15
By Fuel Stock A T2 . - ] 14
Sk . iaterisls and Supplies 57,048 - 1,502 56,257 44
5 Pregaymients, 56, B2 - £y3 55,589 1%
B Cash Wiorking Capital - hssets BROEDY 345,457 [helile)] {148,560} 17
He o Cosh Wiorking Caplta) - Lishilities 134B,047) {346,047} “ - 18
& Thess) Accumubaved tmenlectibies 341 08) . “ 114, 1985 19
7 Regilabarydasats 0
To Incloded in Mevads retall rate bse 540,534 - g 510,534 21
T Excludedin Mewsda retall rate bise 184, 552 384,597 - - 22
TeOther recovery sethod - balancing accounts 35,198 35,058 ” “ 23
To GAAP 9,729 4,725 . - 24
To  Tax LR - “ p W] 25
B Miscellanenus Deferred Debits b
Ba  Inchoded i Mewsds rerall rabe base Y9 TTH . 4310 HE,56S 2
Bl i iy e vetail rate base B35 B35 “ e 28
Hr o Asset Retirenient Obligations GB35 BhBIS “ “ 25
B Drher racovery methord E . “ w B
Be o Pengion < AOC)Sdhastiing 34,521 g 133, 521) P
G Orher Deferred Debits 54,524 54,524 - - 3
A {Less) A Daferred Taes 33
W Baset BRz 07 - “ BHZA07 34
a0k Lishility 11586082 e {34200 PL565,305) 35
10 |westrrrert T Credit J12,744) - {361} {12383} 26
11 Obligations Under Capltal Lssses {872,9196) 1ART, B8} g “ a
12 {Lezs) Mesifvies 15T H0L) . {726) {55,875 38
18- Acodmulated Prevision for Rete Retunds 11,308} ket - “ 39
14 Derhvatie lrstriment Ligbilites 19725 {5,725} - - 4
15 Mssir Retirement Cbligatinns 15,7 ) {75,706} “ “ #
15 tLess) Customer Advances - Constr 16;5855) - “ 164,585) 42
17 Regulatory Liskilithes 43
178 Inichuded if Mevads retail rabe base 196,594} v - 196, 584) A4
17h  Other recivieny rethod < balaneing sooaoms 1373165 {77516 “ “ 45
1T GABP: {49,981} (#5981} . - 4
174 Tax {703,002 " " {703,008 47
17 Currentyedrsamings sharing sconisl 153,208) - . 153,203} 48
18 Onher dederred cradit {a,2%1) ~ - 198,251) 49
18 Unamortized Gal.on Reacgoired Debt 1162) {162) “ P L]
20 Long-Term Debt 12,376,155) 12,376,135} s v 51
#1 Total Net Utility Rate Base 5 2,901,158 5 (1,857,923} 5 132007 5 4TI T30 B2
53
22 Total Proprietary Capital (2, 504,490) B4
i 55
23 TotalAssets 8,988 566 il
B Total Liabilties and Stockholders Equity {8,081.828) By
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Exhibit DIG-7

Page 2 of 2
Newiada Powey Company Exhitite by
Regulatory Return oo Eguity Page 2 of g
For Peiod Brding 201904 e
Az of Detembier 2019
[ Hhousands)
8 1) € ) e i i)
L Ttem Tobal Mo FERC Miware Ly’
Mo i Wiy Beseripto d Rate-Base Jurisdietion Jurisdicthon e
1 ] Incorme Statement ]
. 2% Operating Revenues 2220678 - 1,781 2188891 2
b 26 Operating Expenses: &
& e Operations & Maintensnce 1,323 498% - A5G 1,316,908 &
41 26E  Deprechation & amortization AR3,979 - A, F4F 379,243 ]
) Z6e  Tanes Obher than Income Takes 52,200 - 85 52,114 &
7 26d  Incamme Taxes 71,110 . 3,498 1B 7
23 268 Investrment Tax Coedit - Nit {549 n TES) {505) 8
2] 26¥  Gaingflosses from Disposition of Silowaences: ik - n 1y ; 9
fl1] 27 Toral Dperating Expenies 4L 800,256 % - B A%,834 § 1815408 i}
14 tx
1 2B O g Bt Adj 5 ABBALE L7 v 1EET 4 ATIAGE 42
14 29 Carry onregulatoryassets ekt #5082 14
14 30 Lenzlefnosnthe {3,580} 14
14 L. Tawonline 30 36 15
L] ¥ etk Cpperating iicoine 5 A74,806 ' 0.1
k3 33 Other income 27 BE 18
18 3 Dther Dedictions 113418) 18
e F5 . Taneson Dther Ied mie and Dedivetins 12,335) 20
21 6 Interest Chinrpes 132,814) 1
2 37 Werbnicome & 265513 22
2 38 Retden o Rdte Base fnet operating ncome/adiusted net Lttty vate base) 7.94 % 24
25 25
2B W Costof Capital {S-quarter average) 95
Armount Ratio Cogt % Wilghted Average Cost
2 {8} 16} fe) fdi i
28 39 Short-Term Dby - - =% - Wi 28
o A Castamer Deptsits 59,555 1.13% 0.4 % R 28
El ] A1 L Term Detit 236838 A% 5,26% 2.35%y B
31 A2 Commion Bguity 2,896,909 5424 W% a1
il 43 Tigtal 4 5,380,013 a2
kX ‘ 3
MW Survimany Adjustment  Allowed 34
e a4 Operatingineonie s 3r4.506 $ 3E3ABY- 35
S A% Fate Base & HTATI. 5 SBA03 5 4773,994 5
37 46 Rateof Raturn T Y ThEL % A
36 AT Cst of Deby & Preferrad 235 W 235% 8
58 AR Awiailable for Cominion 555 M 526% 29
4 A9 Commminn Equity Perosntagd 5,24 % . 54,207 40
&1 S0 imiputed Heturn on Comman 10,30 % 9.70% A7
A 54 SECRetufrian Eguity 15-paint) 915 % Ag
44N Earnings Sharing 44
45 Sharing Over 9. 7% ROE 45
L 53 Opersting Incsiie $ IU006.007,85 46
47 58 Plus Actrual e Shiacing 16,373482.26 47,
48 54 Phis Lomg-eem incentive plan acerial ‘1,%,5,’3&&49 48
A 55 Tay on Lines -3 14,5000, 646 48} A
50 58 Adjusted Oparatiog (ncome % 389,354,154, 12. 0
51 5 Operating incame 89,7 % A63AB4052. 14 &1
fava 58 Difference 25 B0, 000.98 53
L] 59 50% Sharing 12,935,050.99 B3
B B0 e Gross Up Factor 2100 s 4
5 B Tax Giross WP allars BE8 431,28 11
B B2 Sharing Over 9. 7% ROE % A6 ITTIRD 26 ‘ e
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