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Background

Please state your name and business address.

Roger J. Swenson, 1592 East 3350 South, Salt Lake City, Utah 84106.

By whom are you employed and in what capacity?

| am an independent utility and energy consultant.

Please summarize your educational and professional experience.

| have a BS degree in Physics and a MS degree in IrmluEingineering from the
University of Utah. | have worked in the energy industry for ovey&&s. Prior to
working as a consultant | was the Vice President of Energy Magk®r an oil and gas
production company that was affiliated with a cogeneration dpwent company.
Prior to that | worked for Questar Corporation in various positinoliding some time
spent on rate making matters. | have also testified beforeCthsmission on various
matters including maters involving QF rates.

What is the purpose of your testimony?

My testimony is to provide evidence as to the basis for exignttie Desert Power
contract effective dates one year from the original dhtsare in the approved contract.
It is also to address issues surrounding the gas supply arramgetinat are being made
by Desert Power to improve the fuel supply surety for the prawotrder to reduce the
possibility of non-performance penalties from being assesse@doifiCorp as the
contract allows.

Why is this matter being put before the Commission?

The agreement that was approved by this commission now needsatmdmgled to

change the commercial operation date and all other associatexd bdate one year.
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Discussions between the parties in that light have stalledfi®ap has made it
impossible for Desert Power to perform under the contract,lendrily way the project
can move forward is for the Commission to address this circumstance.

What is the basis for making such a request?

The contract has provisions for relieving duties to perform und®rmgstances that were
not reasonably within Desert Power’s ability to perform. In thssance the circumstance
leading to the delay was the interconnection redesign that ®agfrequired. This was
the cause of Desert Power not being able to meet the May 9, 200&eccial operation
date required under the agreement. As set out in the testimdviy. Gharles Darling,
given the uncertainty raised by the delay, financing arrargesnwere frozen, and the
project is at a standstill until such time as this circumstazan be worked out and
approved by this commission.

Can you provide an explanation of the interconnection process?

Yes, the process is described in the approved Tariff UP&L PSKkréts 38.6 and 38.7.
The process involves (1) initiating a request for interconnectiorthigncase it was a
request to increase its maximum delivery from 80 MWs to 110 M{®3)having an
impact and facilities study done, (3) entering into an engineamaugprocurement and
facilities construction agreement, and (4) finalizing an Interconnectiogefiggnt.

What does the tariff say will be the procedures followedby the company for such
studies and process?

The Schedule 38 tariff sheet says that the process wdinfdhe procedure as described
in the PacifiCorp Open Access Transmission Tariff or OATT.

What does that process say is the timeline to have a completed Faahtistudy?
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The procedure says that there will be a completed Ingpady done within 90 days and
a Facility study done within 90 after it is initiated. The leipstudy addresses how the
interconnection entity will interact with other generation and uskne Facility study
determines the necessary design modifications so that safe lafderservice can be
provided.

The description of the process suggests that an intercorst®n customer start this
process as early as possible. Did Desert Power do that?

Yes. The critical information to begin the required studies wassitee of the steam
turbine. Once that was known, then the interconnection request vags friee initial
interconnection upgrade request was sent to PacifiCorp in Feb20@y,and a kick off
Impact Study meeting was held in Portland on April 27, 2005. A coflyecigenda that
Desert Power provided to PacifiCorp is attached as Exhibit 2.1.

Did Desert Power explain the schedule required to meethe operational
commitments in that meeting?

Yes. Desert Power put that down as an item that it wantexhke sure got discussed. It
was listed as item 4 on the General Project Discussion item list.

What was the expectation of Desert Power in regards to thiequest in terms of
timing and complexity?

The experience that Desert Power had when it initiadiystructed the plant, installing
the two simple-cycle combustion turbines was that the processtvaaght forward and
took less than 6 months to finish all studies and complete the intetem process,
and that included a complete negotiation of the interconnection agmédhmat was

ultimately executed. The interconnection took place within thestiagi Rowley
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substation that serves US Magnesium, LLC. Desert Power had notate that
adding roughly 30 MWs of additional load, an increase of 40%, in the aebori
quantities under the Interconnection Agreement would effectivdtg tE8 months
because of new design requirements demanded by PacifiCorp.t Peser had no idea
that what had taken less than 6 months for a new service could turt8immnths to
increase an existing service.

What were the new design requirements that were addet the Rowley delivery
configuration?

The new design elements were put forth late in Octob&005. On October {dwe
received an email from PacifiCorp indicating that they haddeel to make a change to
the configuration that had been planned, Exhibit 2.2. Up until that point, wa tiaal
design that worked off the existing transmission line configuratidPacifiCorp’s
operational personnel had reviewed the configurations for the intercamdéctt had
come out of the initial Impact Study and wanted to modify them. CHamges to the
design required a new switch pole roughly 370 feet from the exigtingrtation point to
Desert Power that exists within the Rowley substation and theadait370 feet of new
transmission line along with all required new support towers plusddéion of three
new circuit switches. Exhibit 2.3. PacifiCorp was apologeticceonng the changes,
explaining that it was just getting the feedback from the dipesapersonnel at that time
and that this was the configuration that the operations personnel wanted.

What was the explanation for the new design?

PacifiCorp’s representatives at the meeting explainedgpeatational personnel would

prefer to not get into the Rowley substation because of its pryxitai the US
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Magnesium plant. With the new design, PacifiCorp would set thertes for service to
US Magnesium and Desert Power at the point where the threshasviwere installed.
With the addition of the switches at that point, PacifiCorp would teartee ownership
of the existing 370 feet of line to Desert Power and have Desarer construct 370 feet
of new line along with all support structures for that new line amdtigein point to US
Magnesium. The initial idea proposed by PacifiCorp was thah¢he line would be
transferred to US Magnesium. With the changes PacifiCorp wexikhd itself away
from US Magnesium. Also, PacifiCorp wanted to have a better nteasslate each of
the generators from the transmission line. With the new desigre theuld be a
mechanism to either disconnect US Magnesium alone, Desert Rdore, or to
disconnect both from the transmission line.

Did PacifiCorp express concerns over the timing in the fall of 2005?

Yes.

Can you explain their concerns?

PacifiCorp suggested that the design engineering required favahethat PacifiCorp
would need to do for the new string of line and the support struatordd take many
months before we could even go out for procurement.

What would cause the delays?

With the general design in hand, PacifiCorp would then neeshdmeer the support
structures and switch supports. When asked how much time this vaeldwe were
told it would take several months depending on the engineering backlog.

Did this cause Desert Power to stop trying to meet a summer of 2006 on loegte?

No. At that time Desert Power asked if we could turn to outsidgneering for the new
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transmission line to help move the process along. (See Exhibit 24 RmSwenson
dated 12/9/2005 requesting approved outside engineering firms.) PaciB@idrphey
would allow that subject to their oversight and full approval for degign work.
Subsequently Sargent & Lundy, an electrical engineering compensigded engineering
work that was put forward to PacifiCorp for their approval. Howewnih the approvals
required, that work was not able to be commenced until February 200&ctiedly, the
redesign of the interconnection configuration, substituting an enti@ly design for
what had been proposed as simply an addition to the existing configuration, along with its
engineering and long lead time procurement for specializesl p@es and other
equipment, made it impossible to meet the JGh20D6 on line date.

What other elements created delays in the process?

Certain parts of the remaining design, such as communicai@hsmetering, were to be
completed by PacifiCorp. When PacifiCorp began to assess thansmiipeeds for
those areas of the interconnection that it would be responsible foofifed Desert
Power that the lead times for specialized current transforwmul not allow deliveries
until late summer. Also, there were issues associated with required coratimunsidinks
that in order to obtain FCC licenses would also push the on linetlitdacifiCorp
would allow energizing the interconnection into mid October 2006. (Sa&iER.5
email dated March 21, 2006 L. Soderquist.)

What was your reaction to this event?

It was frustrating to find that PacifiCorp had not thought tghromany of the issues that
were going to be needed no matter what before they impactedittbal path for the

project on line date. It is especially frustrating considetivag some of the items were
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associated with communications and metering. These are reglgneenés that would
have come up no matter what the final design needs were going RabéiCorp should
have known that current transformers would be required for new ngetanohthat they
had 6 month lead times. PacifiCorp also should have known that sinoald require a
microwave communication system an FCC license would need t¢toriiemplated and
applied for and that it would have a 6 month lead time.

Would you have expected PacifiCorp to have acquired these nts without being
reimbursed or without enough design to clearly specify theohg lead time
equipment?

No. That is not how the process works. PacifiCorp always gt before it orders
equipment or does design work. We would not have expected PacifiCorpttoghefar
any of the monies required for the project and we always provided funels asked.
We were very clear in the timing required and those elemerntddalong lead time
pieces of equipment should have been called out in the schedule and discussed.
Did PacifiCorp and Desert Power try to find equipment owtside of the normal
procurement process?

Yes, to its credit PacifiCorp did exert much effort to tycome up with means to track
down the needed long lead time items such as specialized cuamsfotmers and the
required communications equipment. In the end the specialized nathee siéel poles
that required much engineering and design, along with the Pagfegroval of those
designs, followed by long lead time acquisition, made it impossdleomplete the
project by the existing contractual operation dates.

When did it become very apparent that there were going to baelays in the project
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on line date?

In the February email from Larry Soderquist shown as ExBibitvhere he states: “3. It
now appears that PacifiCorp will require the rest of the monthebfuary to complete
the combined impact / facilities report. Please acknowleddeDibsert Power accepts
this report delay. PacifiCorp hopes that Desert will agreethis draft scope and the
beginning of design will keep the project from being delayed taltiee delayed report.”
It was becoming clear that there were going to be timisges and it was not apparent
what if anything Desert Power could do about it. If there araghing that could have
been pursued, it would have been as it was in Desert Powers interest to do so.
What do you think should be done in this instance?

Desert Power should be allowed to amend its contract to extenaperational date by
one year. This will allow Desert Power to move forward anetniee on line date
requirement of June 1, 2007 in the stipulation in Docket 03-035-14. The dedagy ot
caused by actions of Desert Power but were based on new intertt@mngesign
requirements demanded by PacifiCorp. Such requirements could not bleave
reasonably foreseen by Desert Power. | would note, howeveDdsatrt Power has
now been frozen in place by this dispute and PacifiCorp’s resgongefor some 6
months. It has lost valuable construction time, since it has lost the summer.mafitns
that time passage, the June 1 date becomes more and more prablérhas, | would
ask the Commission to act expeditiously on this matter.

What other matter has come to light in recent discussions?

There have been discussions of the issue that Desert Power is dealing withiogriber

firming of the gas transportation on Questar Gas.
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What are the issues that Desert Power has been dealing with?

Desert Power has been in discussions with Questar Gas cogcenstalling gas
compressors at a site in Tooele that has been identified. Qbastatated that Desert
Power can have firm gas transport on their system if the re@®pr station is built. The
discussions have revolved around using gas fired reciprocating enginekectric
variable speed drive compressors. Desert Power has suggestedlettric drive
compressors are quicker to install and more appropriate fotygesof low volume,
episodic compressor application. We have also been involved in discussimesning
ownership of the compressors either by Desert Power or some other entitQoetar.

A guestion has arisen over gas supply for Desert Power. Does it have a gagBip
Yes, it does. It has entered into a firm contract with I@sd&urces for its gas supply
delivered to the Questar citygate.

Is there a specific delivery point on the citygate?

No, there is not. But an important feature of the contrathas Desert Power has the
right to nominate volumes into the Riverton delivery point if requesie@uestar to
maintain pressure on the system to facilitate deliveries to Desert.Power

There have been discussions of additional compression dretline delivering gas to
Desert Power. Can you tell us about that?

Yes, | can. Since inception of the original project in 2001, Dd3awer and Questar
have discussed installing a compressor some 40 miles upstretna pfant. At that
time, a site in Tooele County was identified, and full engingewas performed by
Questar, at Desert Power’s cost. However, Desert Powemudeed at that time that it

was quicker to install compressors itself at the end of thedm®esert Power installed



208 2200 horsepower of compression at its site. Desert Power wat® alplerate reliably on

209 that basis.

210 When Desert Power began the process of upgrading its faitibityain looked at

211 the upstream compression option simply to provide itself a longgenurity of supply.

212 There is no effective increase in gas usage since the samsotmbustion turbines are
213 being utilized and the heat recovery steam generator (HRS@jiied, but with Tooele

214 growing rapidly, having firm service that would cover the 20-yd#arof the contract

215 would guarantee that Desert Power did not suddenly have its gas/ sepplered

216 unreliable at some point in the future. To assure the availabflitigat option for the

217 future, Desert Power has already acquired the site identBi¢gdeaoptimum location for
218 that upstream compression.

219 Q. Did you receive a cost update for installing the gas commsors at the Questar

220 proposed site near Tooele?

221 A Yes we did. The cost comparison from the original 2001 study ar@D@festudy shows

222 that the cost of the compression system had doubled. The projectionghahaotive cost

223 of the facility, prior to any tax gross-up, had increased from higug$3,000,000 to

224 roughly $6,000,000. Desert Power was stunned. We have been working througgst the ¢
225 differences and looking toward means to reduce this cost with Questar.

226 Q. What are the ownership questions?

227 A In order to move ahead faster, Desert Power suggested it wagiteeer, build, own and
228 maintain the compressor and allow full control of its operation bgs€ar. This type of
229 circumstance has been allowed in the past with the ownership gdsHme to Alta. The
230 gas transmission line up to Alta was owned by the Little CotbaawGas Improvement

10
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District, but any service off the line was done by Quesiesert Power believed this
approach would be quicker and more cost effective since there woulé aairansfer of
ownership that would cause a contribution in aid of construction tax buydes thrust
on the project.

What have the discussions with Questar led to?

Questar has indicated that they will not allow the compretssbe owned by any entity
but Questar. Recently, Questar has indicated that they #megwo use the electric
compressor that Desert Power has identified. Desert Powatdmsied new upgraded
electronic controls as suggested by the engineering fianQuestar has involved in the
project. Desert Power has acquired the site for the compressor station artdrietable
for delivery of the engine compressors. We are working on establishinglia¢ifioe the
completion of engineering work so that final completion dates can be identified.

Why is Desert Power looking at installing the compressors?

Because it is exposed to risk of non-performance penaltiesloes not generate when
called on. The existing agreement only asks for commeraiedgonable means to
provide for gas deliveries to the plant. While the contract itse doecall out that firm
deliveries of gas supplies are required, Desert Power hasrmeang toward upgrading
its service to do just that. In historical operations of the mhatfite past, there have been
no instances where performance has been affected from the sssumsnding the gas
line capability. US Magnesium is at the same site, haguptésle transportation, and
has had minimal hours of interruption in the past 3 years. But dditi@al growth in
the area and the ability of Questar to provide firm serviceh thié compressor station

operating, Desert Power believes it is prudent to do so.

11



254 Q. Does the existing contract require that firm gas transportation be sed?

255 A No, the agreement states in section 7:

256 SECTION 7: FUEL

257

258 Seller shall use commercial reasonable efforts litaip all natural gas supplies necessary to make
259 Scheduled Deliveries from the general gas market,ta maintain transportation arrangements to effec
260 delivery of such natural gas supplies, and shalimmtly notify PacifiCorp if its ability to obtainugh
261 supplies appears uncertain.

262

263 The contract itself calls out the use of “commercially oeable efforts” for gas
264 deliveries.

265 Q. Did you make sure that the gas transportation deliveries wodl be provided by
266 using at least “commercially reasonable efforts”?

267 A Yes. | met with Susan Davis and Bruce Rickenback of Questaelmmu&y 15, 2006 to
268 discuss the gas supply arrangements.

269 Q. What did those discussion lead to?

270 A | sent a memo laying out the Questar business arrangeneei@barles Darling on
271 February 21, 2006, (Exhibit 2.7 ). | copied Susan Davis and BrucerfR@&le on that
272 memo and asked them to correct me if | misstated anyop#re proposed arrangement
273 (Exhibit 2.8). 1 did not hear anything back from Mrs. Davis] soust assume that |
274 portrayed the business arrangement correctly.

275 Q. What were the arrangements associated with the degree ofrfiness of the gas

276 supply deliveries?

277 A | discussed what | understood as how firm the gas supplies would b#heead of the
278 memo. What | heard from Mrs. Davis was that the firm dakgeof gas would be
279 contingent on that compressor being operational, and if the compressormot

280 operational then deliveries would be based on “commercially reasafédts.” In that,

12
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we believed we were living up to the letter of the agregntaut to avoid risks of non-
performance penalties, we continued to explore firming options.

What should the Commission do in this instance?

As a result of PacifiCorp’s delays, Desert Power has bemight to a standstill that has
not allowed it to continue with construction to be on line as soon ash@s%t this
time, Desert Power cannot resume construction or initiateefglneering towards the
gas compressor station until the agreement extension has been put in placeP dese
must have this standstill lifted as quickly as possible so tlkanimove towards being on
line on or before June 1, 2007. The Commission should order that the eaptaament
be extended for 1 year for all dates and milestones related to performance.

Does this conclude your testimony?

Yes it does.

13
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