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A

Are you the same Chad A. Teply who submitted direct testimony in this
proceeding on behalf of PacifiCorp dba Rocky Mountain Power (“the
Company”)?

Yes.

Purpose and Summary

Q.

A

What is the purpose of your rebuttal testimony in this proceeding?

My rebuttal testimony responds to the testimony of Sierra Club witness Mr. Jeremy
I. Fisher and to the testimony of Utah Association of Energy Users (“UAE”)
witness Mr. Kevin C. Higgins. Specifically, my testimony addresses the alleged
inconsistencies in the Company’s planning and decision-making processes relating
to capital costs pertaining to environmental compliance at Hayden Unit 1 and
Naughton Unit 3 under consideration in this docket. My testimony also addresses
costs related to environmental compliance at Jim Bridger Units 3 and 4, which were
previously approved by the Commission in Docket No. 12-035-92, and are outside
the scope of this case. My testimony further provides a brief update regarding the
current status of the Company’s proposed conversion of Naughton Unit 3 to natural
gas as a fuel source as discussed by UAE witness Mr. Higgins. While accepting
Mr. Higgins’ contingency cost adjustment in this case, | continue to support the
prudent incorporation of contingency costs in major plant addition projects
managed by the Company on behalf of its customers, contrary to Mr. Higgins’
recommendation to exclude such costs from Test Period rate base projections as a
matter of policy. Finally, my testimony will also clarify and/or correct certain

provisions in my direct testimony filed in this docket.
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Q.

A

What will your rebuttal testimony demonstrate?

My rebuttal testimony:

Demonstrates that Mr. Fisher’s inflammatory assertions that “the Company and
its officers are explicitly aware of inconsistencies between internal planning and
external messaging”! and that the Company is either deliberately or
inadvertently withholding information? are irresponsible, and are neither
accurate nor based upon facts. His assertions, rather, appear to be intended to
inflame opinion and are based upon his own misuse and misinterpretation of
information presented by the Company in various dockets. He appears to lack
awareness of the differences among the various filings, dockets, and
proceedings through which the Commission administers its obligations.

Demonstrates that costs associated with the pre-approved Jim Bridger Units 3
and 4 SCR project are outside the scope of this docket and therefore were
inappropriately raised in this docket. Nor are the sanctions Mr. Fisher
recommends supportable or sensible. The Company is well aware of its
obligations to demonstrate its prudent administration of said projects pursuant
to the conditions of Commission Order in Docket No. 12-035-92. This
notwithstanding, Mr. Fisher’s assertions regarding changing coal supply cost
information and natural gas forward market projections from the Jim Bridger
Units 3 and 4 SCR Voluntary Pre-approval Docket No. 12-035-92 will be
specifically addressed by Company witnesses Ms. Cindy A. Crane and Mr. Rick

T. Link.

1 See Mr. Fisher’s direct testimony, page 4, lines 15-16.
2 See Mr. Fisher’s direct testimony, page 6, lines 6-8.
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Demonstrates that Mr. Fisher’s conclusions that the Company’s participation in
the Hayden Unit 1 SCR project is inconsistent with PacifiCorp’s planning, are
based upon an incomplete review and limited understanding of the facts and
underlying agreements governing the Company’s obligations with respect to
the Hayden project and the Company’s prudent review and administration of
those agreements in the interests of customers. In fact, Mr. Fisher’s testimony
regarding the Company’s highly confidential memorandum containing an
economic analysis of the Hayden project dated November 21, 2012 (“Hayden
Memorandum”), which was not the ultimate driving factor for the Company’s
decision-making regarding Hayden Unit 1, focuses only on a select portion of
the Hayden Memorandum and conveniently discounts the remainder of the
findings and assumptions discussed therein. Counter to Mr. Fisher’s
conclusions, the Company’s participation in the Hayden Unit 1 SCR project is
based upon a well-reasoned legal analysis of the Company’s legal obligations
and likelihood of success if those legal obligations were challenged.

Demonstrates that Mr. Fisher’s recommendation to eliminate entirely any costs
related to the Naughton Unit 3 environmental compliance plans from this
docket based upon his conclusion that the Company is attempting to push
emissions compliance of Naughton Unit 3 ahead of federal requirements, or
from his perspective any legal requirement, through an alleged strategic
Company initiative intended to burden the Company’s customers with the
investment risk is completely unfounded and couldn’t be farther from the truth.

On the contrary, the Company has been transparent and forthcoming with
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parties and stakeholders throughout this docket regarding the Company’s
compliance timing requirements and approach to deferring the associated fuel
supply conversion project for Naughton Unit 3 by engaging the state of
Wyoming to modify the state’s legally enforceable compliance requirements
for the unit. Again, it is apparent Mr. Fisher’s intent here is to inflame opinion
with innuendo regarding ill-conceived Company strategies, where the record in
this and preceding dockets clearly supports a completely opposite conclusion.
Demonstrates that while the Company remains optimistic that its proposed
extension of the Naughton Unit 3 operation as a coal-fueled resource through
2017 will be granted by the Wyoming Department of Environmental Quality
(“DEQ™) and subsequently approved by the U.S. EPA, final agency action in
that regard is yet to be taken. Accordingly, Mr. Higgins’ recommendation to
base net power costs in this docket upon the Company’s requested extension is
inappropriate at this time.

Demonstrates the prudent incorporation of contingency costs in major capital
projects managed by the Company on behalf of its customers should not be
categorically excluded from Test Period rate base projections. Appropriately
developed, prudently managed and forecasted contingency costs are a
fundamental project administration reality of major plant addition projects.
However, based upon the Company’s current projection of the level of
contingency cost to be used for the projects referenced by Mr. Higgins in this
case, the Company supports his recommended adjustments to the contingency

costs for those projects.
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Response to Sierra Club Testimony

Jim Bridger Units 3 and 4 SCR Projects

Q.

Are the underlying facts and information filed in Docket No. 12-035-92 at issue
in this case?

No. The Company is not seeking recovery of any of the costs related to the Jim
Bridger Units 3 and 4 SCR projects in this rate case. Sierra Club’s improper
testimony in this case demonstrates its ulterior motive to re-litigate Docket No. 12-
035-92 because it did not like the result in that case. And while 1 am not a lawyer,
Sierra Club appears to be launching an untimely attack on a final Commission order
that was issued over one year ago, which is inappropriate.®

Is the Company aware of new information or changed conditions that would
be subject to Commission review pursuant to the conditions of the
Commission’s Order in Docket 12-035-924, or that would otherwise change the
Company’s assessment and implementation of the Jim Bridger Units 3 and 4
SCR project(s)?

No. Contrary to Sierra Club witness Mr. Fisher’s assertions, the Company is not
aware of new information or changed conditions that would change the Company’s
assessment and implementation plans for the Jim Bridger Units 3 and 4 SCR
project(s). Company witnesses Mr. Link and Ms. Crane more specifically address
the individual items of concern that Mr. Fisher raises in his filed testimony.

Does the Company regularly update, assess, and review its business plans as

part of its normal course of business?

3 See Utah Code Ann. § 54-7-14.
4 See Exhibit SC_JIF-3 for a copy of the Resource Decision in Docket 12-035-92.
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Yes. As further discussed in the rebuttal testimony of Company witnesses Mr. Link
and Ms. Crane, updated information related to changing coal quality, impacts on
fueling plans, forward projections for natural gas costs, among other items, are
routinely updated, assessed, and reviewed. With respect to Mr. Fisher’s perception
of new information or changed conditions which may have altered the
Commission’s findings in Docket No. 12-035-92, the Company specifically
responds to his criticisms in the rebuttal testimony of Mr. Link and Ms. Crane.
Please summarize Mr. Link’s rebuttal testimony as it pertains to Mr. Fisher’s
assertions.

Mr. Link’s rebuttal testimony demonstrates that, contrary to Mr. Fisher’s claims,
the Company’s PVRR(d) analysis, when reviewed with consideration of market
conditions current at the time the Commission reviewed and approved the Jim
Bridger Units 3 and 4 SCR project(s), continue to support implementation of the
SCR project(s). Mr. Link bases his conclusion on a step-by-step review of the
Company’s filed testimony and supporting materials in Docket No. 12-035-92,
specific references to the Company’s updated forward price curve assessment
submitted in rebuttal in Docket No. 12-035-92, and a comparison to the Company’s
then-current forward price curve available at the time the Commission approved
the Jim Bridger Units 3 and 4 EPC contract, pursuant to the terms of the
Commission's Order in Docket No. 12-035-92.

Please summarize Ms. Crane’s rebuttal testimony as it pertains to Mr. Fisher’s
assertions.

Ms. Crane’s rebuttal testimony demonstrates that Mr. Fisher’s assertions that the
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Company has identified significant increases in coal supply costs for Jim Bridger
Units 3 and 4 that could be construed as new information or changed conditions
subject to the Commission’s review in Docket No. 12-035-92 is entirely inaccurate.
Ms. Crane’s testimony demonstrates that the root of the problem is Mr. Fisher’s
improper attempt to compare separate and distinct coal supply cost data sets from
independent regulatory filings with differing data needs regarding Jim Bridger fuel
costs. Mr. Fisher’s inaccurate portrayal of concerns is further compounded by his
misunderstanding of publicly available Jim Bridger coal supply cost information
from the U.S. Energy Information Administration and his lack of understanding of
the Company’s routine Bridger Mine assessment and planning activities, and how
the Company’s response to the results of those assessments may impact short-term
mine cost projections. Ms. Crane’s rebuttal testimony also demonstrates that the
Company’s use of a long-term coal supply forecast based upon forecasted cash
operating expenses and capital expenditures at the Bridger Mine in conjunction
with appropriately forecasted costs for incremental third-party coal supplies for the
Jim Bridger plant appropriately supports the Company's economic analysis of the
Jim Bridger Units 3 and 4 SCR project(s) reviewed by the Commission in Docket

No. 12-035-92.

Has the Company or its officers knowingly withheld information from the
Commission that would have otherwise changed the Company’s assessment

and implementation of the Jim Bridger Units 3 and 4 SCR project(s), or any
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other projects, as purported by Mr. Fisher?

No. To the contrary, the rigor and timeliness of development and review of
information underlying the Commission’s Order in Docket No. 12-035-92 provided
the Commission with the best available information at the time of decision-making.
In addition, the Company’s implementation of the pre-approved Jim Bridger Units
3 and 4 SCR project(s) is being administered pursuant to the terms of the

Commission’s Order in Docket No. 12-035-92.

Hayden Unit 1 Project

Q.

Did the Company appropriately assess its options regarding participation in
the Hayden Unit 1 environmental compliance project?

Yes. To build upon my direct testimony regarding the Company’s legal obligations
and rights under the Hayden Ownership Agreement and the Company’s assessment
of those rights in light of Hayden Unit 1 environmental compliance obligations,
please refer to Confidential Exhibits RMP___ (CAT-1R) and RMP___ (CAT-2R).
Confidential Exhibit RMP__ (CAT-1R) is a detailed legal analysis, dated
November 29, 2012, of the Company’s legal obligations, rights, and options under
the Ownership Agreement initially completed under attorney-client privilege that
is now being released for review and consideration in this docket. Confidential
Exhibit RMP___ (CAT-2R) is an internal recommendation memorandum that
provides additional context regarding the Company’s engagement of the Hayden
plant operator in responding to certain requests for information regarding the

Hayden Unit 1 SCR project at the time of decision-making.

Page 8 — Rebuttal Testimony of Chad A. Teply - Redacted



180

181

182

183

184

185

186

187

188

189

190

191

192

193

194

195

196

197

198

199

200

201

202

Is the installation of the Hayden Unit 1 SCR project consistent with the
Company’s planning?

Yes. Each of the Confidential Exhibits RMP___ (CAT-1R) and RMP___(CAT-2R)
results in the same planning recommendation as is being pursued by the Company.
That is, to participate in the Hayden Unit 1 SCR project.

Additionally, the Company began communicating its intent with respect to
planning, assessment, and Ownership Agreement constraints associated with
Hayden environmental compliance in its 2011 IRP Update Confidential Appendix
A dated March 30, 2012 (see Confidential Exhibit RMP__ (CAT-3R)). The
Company also documented its justification for participation in the Hayden Unit 1
SCR project in its 2013 IRP Confidential VVolume 111 dated April 30, 2013 (see
Confidential Exhibit RMP___ (CAT-4R)).

Does the Hayden Memorandum referenced by Mr. Fisher definitively make a
recommendation contrary to the recommendations in Confidential Exhibits
RMP__ (CAT-1R) and RMP__ (CAT-2R)?

No. The Hayden Memorandum assesses the Hayden Unit 1 SCR project over a
range of market price scenarios with varying assumptions for natural gas prices,
CO2 prices, and long-term coal contract liabilities compared to an assumption that
PacifiCorp could make a unilateral decision to retire the unit by the prescribed
environmental compliance deadline for the unit (i.e. December 31, 2015). The
analysis includes varying results, depending upon given assumption scenarios,
either supporting SCR installation or supporting the hypothetical retirement

scenario assessed.
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Mr. Fisher states that “In each and every run, the Company determined that
maintaining Hayden 1 presented an economic liability to PacifiCorp
customers.” Is the statement accurate?

No. Mr. Fisher’s statement above considers only cases where ||| [ GTGTGNG
[, on!y
four of eight cases assessed. For the cases where ||| GGG
I  (ce of four cases

demonstrate benefit associated with the SCR environmental compliance project.
Did the Company complete an economic analysis of the Hayden Unit 1 SCR
project as part of its due diligence process and then turn around and ignore
its own findings, as Mr. Fisher asserts?

No. Notwithstanding the fact that the Company’s legal analysis of its rights and
obligations under the Hayden Ownership Agreement supports the Company’s
participation in the Hayden Unit 1 SCR project, the Company’s economic analysis

in the Hayden Memorandum did not provide definitive conclusions in all

assessment - scenarios, |

What was the entire range of economic analysis results included in the Hayden
Memorandum?
The economic analysis results included in the Hayden Memorandum for the

Hayden Unit 1 SCR ranged from || BBl favoring retirement at the
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under |
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Has the Company pursued the option of selling its interest in Hayden Unit 1
as an alternative incremental environmental compliance costs?

Yes. To ensure that all reasonable alternate compliance approaches are being
pursued on behalf of PacifiCorp’s customers, in March of 2014 the Company
initiated an open-ended Request for Expressions of Interest in Hayden Units 1 and
2 (see Exhibit SC_JIF-9) with a requested response date of April 18, 2014. ||}
.

Mr. Fisher contends that an attempt to sell Hayden Unit 1 immediately
following the Company’s November 2012 analyses of environmental
compliance options in the Hayden Memorandum, rather than in 2014, would
have likely proven more fruitful. Does the Company agree with that assertion?
No. Regardless of the timing of any sale/divestment opportunity, should such an
opportunity be identified and evaluated as providing value to PacifiCorp’s
customers, Mr. Fisher appears to ignore the facts that the Company remains a
minority owner with specific legal obligations and rights in a coal-fueled unit with
legally enforceable, date certain environmental compliance obligations at the state
and federal levels, which have been incorporated into state law and approved by
the facility operator’s regulator as being in the best interests of customers. These

facts alone offer clear insight into the installation of the Hayden Unit 1 SCR project
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being a key component of maintaining the inherent value of the asset for long-term,
compliant service regardless of ownership structure and timing. The environmental
compliance obligation to install SCRs and the other market and environmental
compliance uncertainties assessed by the Company in November 2012 are
effectively comparable to those that would be assessed today, and would be
expected to be assessed by potential buyers under very similar risk/benefit
perspectives in either case.

What is your conclusion regarding the Hayden Unit 1 SCR project included
for review in this docket?

The Company has prudently reviewed and pursued its obligations, rights, and
options under the Ownership Agreement for this partially owned coal-fueled
resource as they pertain to the subject environmental compliance project. The
Company contends that the terms, conditions, and remedies of the Ownership
Agreement ultimately dictate the Company’s participation in the Hayden Unit 1
SCR project; which when installed will position this resource for compliance with
its legally enforceable compliance obligations. To the extent that alternate
compliance opportunities, including divestment, are identified in the future and
evaluated as being in the best long-term interest of customers, the Company will
continue to pursue and evaluate such options. The compliance costs associated with
the Hayden Unit 1 SCR project included in this case are reasonable and prudently
incurred, and the Company should be granted full cost recovery for these

investments.

Naughton Unit 3 Natural Gas Conversion Project
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Is the Company attempting to push implementation of the Naughton Unit 3
natural gas conversion project ahead of federal requirements as a strategic
Company initiative intended to burden the Company’s customers with the
investment risk, as Mr. Fisher purports?

No. As clearly communicated by the Company in this docket and in prior updates
and information provided to the Commission and stakeholders, the Company has
continually engaged state and federal environmental agencies having jurisdiction
over the ultimate outcome and timing of the Company’s proposed Naughton Unit
3 natural gas conversion project in an attempt to effectuate a desired outcome for
customers. In fact, the Company’s efforts have been focused on deferring
implementation of the natural gas conversion.

Does the Company control the administrative processes of the Wyoming DEQ
and the U.S. EPA as they pertain to effectuating deferral of Naughton Unit 3
conversion to natural gas as its fuel supply?

No. While the Company has worked closely with the aforementioned agencies to
determine necessary steps to effectuate the desired Naughton Unit 3 outcome for
customers and has timely filed the required documentation to support that outcome,
the administrative processes and public input response periods for the various
permitting and review steps are under the control of the respective agencies
responsible for each step.

Without formal indication from the state of Wyoming regarding its intended
response to the Company’s request for modification of the Regional Haze

permit governing Naughton Unit 3 compliance, is it reasonable for the
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Company to have made its filing in this docket under the assumption that the
Company’s current legally enforceable compliance obligation with the state of
Wyoming would dictate the implementation schedule for the Naughton Unit 3
Regional Haze alternate compliance project?

Yes. The Company’s filing and underlying cost structure in this docket for timing
of the Naughton Unit 3 gas conversion project is based upon current legally
enforceable compliance obligations set forth by the state of Wyoming.

Has the Company been clear about its intended treatment of Naughton Unit 3
gas conversion project costs should the legally enforceable compliance
deadline for the project change during the course of the docket?

Yes. The Company provided an update in this docket on April 10, 2014, regarding
Wyoming DEQ activities regarding the Company’s formal request to amend the
Regional Haze Best Available Control Technology (“BART”) compliance date for
Naughton Unit 3 in the applicable permit to December 31, 2017. In that update, the
Company committed to measure and defer any cost savings from continued
Naughton Unit 3 coal operations past December 2014 for future rate making
treatment should the Wyoming DEQ not grant the Company’s requested
amendment for Naughton Unit 3 prior to the Company’s scheduled rebuttal filing
in this docket.

Has Wyoming DEQ granted the Company’s requested amendment to
Naughton Unit 3 Regional Haze BART compliance requirements?

No. Although on May 15, 2014, Wyoming DEQ issued draft permit AP-15946,

which supersedes portions of BART permit MD-6042A2; specifically conditions
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pertaining to Unit 3, for public comment. The draft permit aligns with the
Company’s requested amendment to Naughton Unit 3 compliance requirements.
The draft permit 30-day public comment period will close at 5:00 pm on June 16,
2014,

What is your conclusion regarding Mr. Fisher’s recommendation to remove
Naughton Unit 3 conversion project costs in their entirety from this docket?
Contrary to Mr. Fisher’s accusations that the Company has an underlying initiative
intended to burden the Company’s customers with the investment risk associated
with the Naughton Unit 3 conversion project, the Company has been forthright with
its intentions regarding associated project costs and ongoing agency actions and
anticipated timing regarding its legally enforceable compliance requirements and

plans for Naughton Unit 3.

Response to UAE Testimony

Naughton Unit 3 Natural Gas Conversion Project

Q.

Does UAE witness Mr. Higgins also address the Company’s proposed
treatment of Naughton Unit 3 conversion project costs in this docket?

Yes. Mr. Higgins also proposes alternative handling of Naughton Unit 3 conversion
project costs in this docket.

What is your conclusion regarding Mr. Higgins’ recommendation for
alternate handling of Naughton Unit 3 conversion project costs in this docket?
While the Company remains optimistic that its proposed extension of the Naughton
Unit 3 operation as a coal-fueled resource through 2017 will be granted by the

Wyoming DEQ and subsequently approved by the U.S. EPA, final agency action

Page 15 — Rebuttal Testimony of Chad A. Teply - Redacted



340

341

342

343

344

345

346

347

348

349

350

351

352

353

354

355

356

357

358

in that regard is yet to be taken. Accordingly, Mr. Higgins’ recommendation to base
net power costs in this docket upon the Company’s requested extension is

inappropriate at this time.

Contingency Reserve Costs

Mr. Higgins proposes an adjustment to the contingency amount for certain
plant additions in this docket. Do you agree with his proposed adjustment?

Because Mr. Higgins’ proposed adjustment to the contingency amounts for certain
plant additions in this docket is based upon the Company’s current projection of
the level of contingency cost to be used for these projects, the Company supports
Mr. Higgins’ recommendation. The Company proposes to remove $3.6 million in
contingency costs from the case. This adjustment is detailed in adjustment 12.29 of

Exhibit RMP___ (SRM-2R).

Does the Company concur with Mr. Higgins’ recommendation that the
Commission consider setting policy that would categorically exclude projected
contingency costs from rate base for all plant addition projects when using a
projected test period?

No. The Company’s position is that estimated contingency costs are reasonable and
prudent and consistent with standard industry practice; therefore, project

contingency costs are valid costs when setting rates using a forward test period.
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Is the Company’s approach to establishing contingency cost forecasts for its
major capital addition projects aligned with its documented corporate
governance policy?
Yes. The Company’s development and administration of contingency costs is
consistent with the Company’s corporate governance policy which specifically
addresses the usage of contingency on capital projects and states:
Contingency: When preparing project cost estimates, the individual line
items comprising the total estimate are required to be determined as
accurately as possible. A contingency estimate is expected to be an integral
part of the total projected cost and is particularly important where previous
experience has demonstrated that cost increases for unforeseeable events
are likely to occur. The policy proceeds to say that “Contingency amounts
should be included in the annual capital expenditure budget process.”
The Company’s projected contingency cost estimates are developed as accurately
as possible and, when applied, consider the length and complexity of a project, as
well as unforeseen and unpredictable conditions, such as weather, soil and
subsurface conditions, existing system conditions on major retrofit projects, and
uncertainties within the defined project scope.
Is the Company’s approach to establishing contingency cost forecasts for its
major projects consistent with recognized industry practice?
Yes. The Company’s approach to contingency cost development and administration
is also consistent with recognized industry practice. Accounting for contingency
costs is a reasonable and standard practice that constitutes a prudent industry
practice because a number of functional organizations recommend the use of

including contingency in establishing project estimates.

What functional organizations are you referring to?
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385 A Two examples include the Association for the Advancement of Cost Engineering

386 (*AACE”) and the Project Management Institute (“PMI”).
387 Q. Is the Company’s practice with respect to estimating contingency consistent
388 with what is supported by AACE and PMI?

389 A Yes.
390 Q. Does federal law establish that contingency is part of eligible project costs?

391 A Yes. Code of Federal Regulations Part 80 of Title 49 states:

392 Eligible project costs mean amounts substantially all of

393 which are paid by, or for the account of, an obligor in

394 connection with a project, including the cost of:

395 (1) Development phase activities, including planning,

396 feasibility analysis, revenue forecasting, environmental

397 review, permitting, preliminary engineering and design

398 work, and other pre-construction activities;

399 2 Construction, reconstruction, rehabilitation,

400 replacement, and acquisition of real property (including land

401 related to the project and improvements to land),

402 environmental mitigation, construction contingencies, and

403 acquisition of equipment; and

404 (3) Capitalized interest necessary to meet market

405 requirements, reasonably required reserve funds, capital

406 issuance expenses, and other carrying costs during

407 construction. (emphasis added)

408 Q. Does the Company assign contingency costs to all capital plant addition
409 projects?

410 A. No. The Company does not assign contingency costs to all capital plant addition
411 projects, but does establish contingency with consideration given to the project-
412 specific factors described above and generally summarized as project complexity
413 and project uncertainties.

414  Clarifications/Corrections to Direct Testimony
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Please provide any clarifications and/or corrections to your direct testimony

filing that have been identified to date.

Please refer to the following clarifications and/or corrections:

1)

2)

3)

4)

Teply Direct Testimony Page 9, Line 190, add the following sentence: “In
addition, costs of approximately || ] Bl associated with the Lake Side 2
interconnection project were placed in service prior to this Test Period for this
docket.”

Teply Direct Testimony Page 9, Line 195, revise the reference to “||| Gz
to “| I to reflect the Lake Side 2 interconnection project cost noted
above.

Teply Direct Testimony Page 18, Lines 377 and 378, replace “Hunter Units 1,
2, and 3 for criteria pollutants NOx, PM1o, and SO with “Hunter Units 1 and
2 for NOx as a criteria pollutant.”

Teply Direct Testimony Page 23, Lines 484 through 487, append the following
sentences: “NOTE: The technical definition of zero discharge requires the
facility to operate in such a way that no Utah Pollutant Discharge Elimination
System (“UPDES”) permit is required. Hunter plant has no UPDES permitted
discharges to surface waters; however, there are certain UPDES groundwater
permits in place at the facility. Therefore the Hunter plant cannot unequivocally

be defined as a zero discharge facility.”

Conclusion

Q.

Please summarize your testimony.
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Sierra Club witness Mr. Fisher’s inflammatory assertions that “the Company and
its officers are explicitly aware of inconsistencies between internal planning and
external messaging”® and that the Company is either deliberately or inadvertently
withholding information®, are irresponsible and are neither accurate nor based upon
fact. Mr. Fisher’s recommended sanctions regarding the Company’s participation
in the Jim Bridger Units 3 and 4 SCR Voluntary Pre-approval Docket No. 12-035-
92 and the Company’s administration of its obligations under the Order in that
docket, should be summarily rejected as they are unfounded, misinformed and
based on sloppy and erroneous testimony, as demonstrated by the rebuttal
testimony of Company witnesses Mr. Link and Ms. Crane. Notwithstanding the fact
that the costs associated with the Jim Bridger Units 3 and 4 SCR project are outside
the scope of this docket.

Mr. Fisher’s assertions that the Company’s participation in the Hayden Unit
1 SCR project is inconsistent with PacifiCorp’s planning are based upon an
incomplete review and limited understanding of the facts and underlying
agreements governing the Company’s obligations and the Company’s prudent
review and administration of those agreements in the interests of customers. The
Company’s participation in the Hayden Unit 1 SCR project is based upon a well-
reasoned legal analysis of the Company’s legal obligations and likelihood of
success if those legal obligations were challenged. The compliance costs associated

with the Hayden Unit 1 SCR project included in this case are reasonable and

5 Fisher direct testimony, page 4, lines 15-16.
& Fisher direct testimony, page 6, lines 6-8.
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prudently incurred, and the Company should be granted full cost recovery for these
investments.

Mr. Fisher’s recommendation to eliminate entirely any costs related to the
Naughton Unit 3 environmental compliance plans from this docket based upon his
conclusion that the Company is attempting to push emissions compliance of
Naughton Unit 3 ahead of federally enforceable legal requirement to do so through
a strategic Company initiative intended to burden the Company’s customers with
the investment risk is unfounded and disingenuous. And while the Company
remains optimistic that its proposed extension of the Naughton Unit 3 coal
operation through 2017 will be granted by the Wyoming DEQ and subsequently
approved by the U.S. EPA, final agency action in that regard is yet to be taken.
Accordingly, Mr. Higgins’ recommendation to base net power costs in this docket
upon the Company’s requested extension is inappropriate at this time.

The prudent incorporation of contingency costs in major plant addition
projects managed by the Company on behalf of its customers should not be
excluded from future test period rate base projections. Appropriately developed,
prudently managed and forecasted contingency costs are a fundamental project
administration reality of major plant addition projects. Nonetheless, the Company
is supportive of Mr. Higgins’ recommended adjustments to contingency amounts
for certain plant additions in this docket which are based upon the Company’s
current projection of the level of contingency cost to be used for these projects.
Does this conclude your rebuttal testimony?

Yes.
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