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1                    PROCEEDINGS

2          THE HEARING OFFICER:  Good morn ing,  a l l .

3 I 'm Commiss ioner  Clark  and I ' l l  be serv ing as the

4 hear ing of f icer  today.   To my le f t  is  Chai rman

5 Al len,  and to  h is  le f t  is  Commiss ioner  LeVar .   And

6 we apprec ia te  your  a t tendance today.

7          We' re  here in  the mat ter  o f  Rocky

8 Mounta in  Power 's  Proposed Revis ions to  E lect r ic

9 Service Schedule No.  37,  Avoided Cost  Purchases

10 f rom Qual i fy ing Fac i l i t ies .   Th is  is  Publ ic

11 Service Commiss ion Docket  No.  14-035-T04.   Let 's

12 begin th is  morn ing wi th  appearances.   Counsel ,  i f

13 you would in t roduce the wi tness or  wi tnesses that

14 you have present  today,  that  would be apprec ia ted,

15 as wel l .

16          MR.  SOLANDER:  Thank you,  Commiss ioner

17 Clark ,  Chai rman Al len,  Commiss ioner  LeVar .   My

18 name is  Danie l  So lander .   I 'm represent ing Rocky

19 Mounta in  Power .   I  have wi th  me at  counsel  tab le

20 Greg Duval l ,  D i rector  o f  Net  Power  Costs  for  Rocky

21 Mounta in  Power .

22          THE HEARING OFFICER:  Thank you.

23          MR.  JETTER:  I 'm Just in  Jet ter  wi th  the

24 At torney Genera l 's  Of f ice represent ing Utah

25 Div is ion of  Publ ic  Ut i l i t ies .   And wi th  me at  the



Page 6

Hearing Proceedings 9/16/2014

801-983-2180
50 West Broadway, Suite 900, Salt Lake City, UT 84101

Page 6

Hearing Proceedings 9/16/2014

801-983-2180
50 West Broadway, Suite 900, Salt Lake City, UT 84101

1 counsel  tab le  here is  Dr .  Abdinas i r  Abdul le  for

2 the Div is ion.   Thank you.

3          MR.  OLSEN:  My name is  Rex Olsen.   I 'm

4 here on behal f  o f  the Of f ice o f  Consumer Services.

5 Bela Vastag,  the analys t  wi th  the Of f ice,  is  here

6 as my wi tness.

7          THE HEARING OFFICER:  Thank you.   Is  that

8 O-L-S-E-N or  O-N?

9          MR.  OLSEN:  E-N.

10          THE HEARING OFFICER:  Thank you,

11 Mr.  Olsen.

12          MS.  HAYES:  Good morn ing.   I 'm Sophie

13 Hayes represent ing Utah Clean Energy.   And wi th  me

14 as Utah Clean Energy's  wi tness is  Ms.  Sarah

15 Wright .

16          THE HEARING OFFICER:  Thank you.

17          MR.  DODGE:  Good morn ing.   Gary Dodge

18 here on behal f  o f  Sun Edison.   My wi tness Danie l

19 Patry was unable to  make i t .   He has an

20 eight -month-o ld  in  the hospi ta l  and was unable to

21 make i t .   So we were go ing to  request - -we are

22 request ing that  we submi t  h is  pref i led test imony

23 as unsworn comments as opposed to  tes t imony.

24          THE HEARING OFFICER:  Thank you,

25 Mr.  Dodge.
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1          MR.  EVANS:  Good morn ing.   I 'm W i l l iam

2 Evans here for  Kennecot t  Utah Copper  and Tesoro

3 Ref in ing and Market ing.   We,  too,  have f i led

4 comments in  th is  proceeding,  but  don ' t  have a

5 wi tness,  and,  inc identa l ly ,  don ' t  have cross for

6 wi tnesses so I  wi l l  ask that  once the

7 pre l iminar ies  have been done i f  I  may be excused

8 from the rest  o f  th is  proceeding.

9          THE HEARING OFFICER:  Thank you,

10 Mr.  Evans.

11          Are there any pre l iminary mat ters  that

12 counsel  des i res- -or  counsel  des i res before we

13 begin?

14          Our  approach today wi l l  be to  hear  f i rs t

15 f rom the Appl icant  or  the Company and then we' l l

16 take the wi tnesses in  the order  that  the

17 appearances of  counsel  were made un less there 's

18 object ion to  that  process.   And i f  there 's  noth ing

19 fur ther ,  we ' l l  beg in .

20          Mr .  Solander .

21          MR.  SOLANDER:  Thank you.   Rocky Mounta in

22 Power  would l ike to  ca l l  Mr .  Greg Duval l  as  i ts

23 wi tness in  suppor t  o f  the proposed changes to  Utah

24 Schedule 37.   Mr .  Duval l  wi l l  exp la in  the changes

25 that  the Company is  propos ing that  were made as a
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1 resul t  o f  the Commiss ion 's  order  in  Docket

2 12-035-100.

3          THE HEARING OFFICER:  P lease ra ise your

4 r ight  hand.   Do you so lemnly swear  that  the

5 test imony you ' re  about  to  g ive should be the

6 t ru th ,  the whole t ru th ,  and noth ing but  the t ru th?

7          MR.  DUVALL:   I  do.

8                 GREGORY N.  DUVALL,

9          having been f i rs t  du ly sworn,  was

10          examined and test i f ied as fo l lows:

11          THE HEARING OFFICER:  Thank you.   P lease

12 be seated.

13     EXAMINATION

14     BY-MR.SOLANDER:

15     Q.    Morn ing.

16     A.    Good morn ing.

17     Q.    Could you p lease s ta te  and spel l  your

18 name for  the record.

19     A.    Yeah.   My name is  Gregory N.  Duval l ,

20 D-U-V-A-L-L.

21     Q.    And what  is  your  cur rent  pos i t ion for

22 Paci f iCorp/Rocky Mounta in  Power?

23     A.    I 'm the d i rector  o f  net  power  costs .

24     Q.    And d id  you oversee the f i l ing to

25 proposed tar i f f  changes as wel l  as  f i l ing d i rect
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1 and rebut ta l  tes t imony in  th is  proceeding?

2     A.    Yes,  I  d id .

3     Q.    Do you have any changes or  cor rect ions to

4 any of  your  tes t imony?

5     A.    Yes.   I  have one change to  my d i rect

6 test imony on page 17,  and that 's  on l ine 361 where

7 I  say that  i t  wi l l  not  reach i ts  peak unt i l

8 between 4:00 p.m.- - I 'm sorry- -3 :00 p.m.  and

9 4:00 p.m.   I t  should be 4:00 p.m.  and 6:00 p.m.

10 Mounta in  Dayl ight  t ime.   I  was confused on Pac i f ic

11 t ime when I  wrote th is  tes t imony.

12     Q.    W i th  that  except ion,  i f  I  were to  ask you

13 al l  o f  the quest ions that  are conta ined in  your

14 di rect  and rebut ta l  tes t imony,  your  answers would

15 be the same?

16     A.    Yes,  they would.

17     Q.    And have you prepared a summary of  your

18 test imony today?

19     A.    Yes,  I  have.

20     Q.    Would you p lease proceed wi th  that?

21     A.    Okay.   So my d i rect  tes t imony provides

22 suppor t  for  the Company's  May 7,  2014 f i l ing to

23 update Schedule 37 pr ices.   The Company made these

24 changes large ly as a  resu l t  o f  the Commiss ion 's

25 order  in  the renewable QF Docket  12-035-100.   I f
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1 the Company's  changes are adopted,  there are two

2 pr imary remain ing d i f ferences between Schedule 37

3 and 38.

4          Schedule 37 uses a proxy method whi le

5 Schedule 38 uses a par t ia l  d isp lacement

6 di f ferent ia l  revenue requi rement  method or  the

7 PDDRR.  And Schedule 37 is  a  tar i f f  that  appl ies

8 to a l l  QFs that  qual i fy  for  Schedule 37 whi le

9 Schedule 38 is  pro ject  and locat ion spec i f ic .

10          These two d i f ferences a l low Schedule 37

11 to remain s imple to  unders tand.   The Company

12 proposes f ive notab le  changes to  Schedule 37 to

13 al ign wi th  the Commiss ion 's  order  in  the renewable

14 QF docket .

15          F i rs t ,  in tegrat ion costs  were added for

16 wind and so lar .   Second,  the capac i ty cont r ibut ion

17 was added for  so lar .   The capac i ty cont r ibut ion

18 was a l ready inc luded for  wind.   And that  was

19 updated to  conform wi th  the la test  Commiss ion

20 f ind ings.   Th i rd ,  capac i ty costs  based on a s imple

21 cyc le  combust ion turb ine were removed f rom the

22 suf f ic iency per iod and re ta ined in  the def ic iency

23 per iod.   Four th ,  an assumed carbon tax was removed

24 from the forward pr ice curve.   And,  f i f th ,  the

25 pr ic ing opt ion that  provides for  a  f ixed capac i ty
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1 payment  p lus a  f la t  energy payment  was e l iminated.

2          A l l  par t ies  suppor t - -suppor ted inc lus ion

3 of  the capac i ty cont r ibut ion for  spec i f ic  types of

4 resources.   Utah Clean Energy took except ion to

5 the remain ing four  o ther  changes.   My rebut ta l

6 test imony addresses the issues ra ised by Utah

7 Clean Energy and la ter  suppor ted by Sun Edison.

8          The addi t ion of  in tegrat ion cost  and

9 capac i ty cont r ibut ion,  removal  o f  the capac i ty

10 costs  in  the def ic iency per iod- - in  the suf f ic iency

11 per iod,  and removal  o f  the carbon tax assumpt ion

12 were d i rect  resu l ts  o f  the Commiss ion 's  order  in

13 the renewable QF docket .

14          W i th  regard to  in tegrat ion costs ,  the

15 Company's  requi red to  manage the var ia t ions of

16 in termi t tent  resources regard less of  s ize or

17 del ivery vo l tage.   W i th  regard to  s ize,  the

18 Company current ly  has approximate ly 45 megawat ts

19 of  Schedule 37 cont racts  wi th  so lar  pro jects  in

20 Utah,  which is - -which in  aggregate is  cons is tent

21 in  s ize wi th  a  Schedule 38 QF.   In  addi t ion,  UCE's

22 proposal  is  not  pract ica l  as  i t  would resu l t  in  a

23 three megawat t  QF not  paying for  in tegrat ion

24 costs ,  but  a  3 .1  megawat t  QF would.

25          W i th  regard to  de l ivery vo l tage,  there is
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1 no reason to  be l ieve that  there 's  a  d i f ference in

2 in tegrat ion costs ,  in tegrat ion requi rements

3 between t ransmiss ion and d is t r ibut ion vo l tage

4 leve ls .   The Company current ly  needs to  in tegrate

5 load,  which is  pr imar i ly  a t  a  d is t r ibut ion leve l .

6 In termi t tent  resources at  d is t r ibut ion leve l  would

7 requi re  in tegrat ion jus t  as  in termi t tent  resource

8 leve ls- - resources at  a  t ransmiss ion leve l  would.

9          W i th  regard to  the capac i ty payment  in

10 the suf f ic iency per iod,  the Company cannot  avo id  a

11 s imple cyc le  combust ion turb ine in  a  suf f ic iency

12 per iod.   The issue was fu l ly  l i t igated in  the

13 renewable QF docket .   The same reasons suppor t ing

14 the removal  o f  these costs  f rom Schedule 38 apply

15 to Schedule 37.

16          W i th  regard to  the removal  o f  the carbon

17 tax f rom the forward pr ice curve,  i t ' s  my

18 understanding the Commiss ion has not  approved the

19 inc lus ion of  an est imate of  the cost  o f  comply ing

20 wi th  fu ture carbon leg is la t ion in  the avo ided cost

21 calcu la t ion.   At  th is  t ime the carbon tax

22 assumpt ion used in  the IRP are jus t  es t imates and

23 do not  re f lec t  costs  the Company can avo id .   Unt i l

24 carbon costs  can be bet ter  def ined,  an est imate of

25 carbon costs  should not  be used in  the avo ided
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1 cost  ca lcu la t ion.

2          And then wi th  regard to  e l iminat ion of

3 the capac i ty and energy payment  opt ions,  removal

4 of  the capac i ty and energy payment  opt ion is

5 necessary so there 's  on ly one avo ided cost  under

6 Schedule 37 that  proper ly re f lec ts  avo ided costs

7 for  a l l  qua l i fy ing fac i l i ty  resource technolog ies

8 and does not  create an oppor tun i ty for  QFs to  ga in

9 the methodology to  ext ract  h igher  prof i ts  a t

10 customer  expense.

11          The Company chose to  e l iminate the

12 capac i ty and energy payment  opt ion to  keep

13 customers f rom overpaying QFs for  capac i ty that  is

14 not  avo ided.   The prob lem wi th  the capac i ty and

15 energy payment  opt ion is  the capac i ty payment  is

16 based on the h ighest  15-minute per iod wi th in  each

17 month regard less of  whether  that  15-minute per iod

18 al ines wi th  the Company's  capac i ty needs.

19          UCE agrees the capac i ty payment  should be

20 reduced by the capac i ty cont r ibut ion,  but  fa i ls  to

21 change the measurement  per iod of  15 minutes.   They

22 cont inue to  suppor t  measur ing the capac i ty

23 cont r ibut ion based on the 15 minutes.   The

24 volumetr ic  pr ic ing s t ructure in  the Company's

25 proposal  is  ca lcu la ted in  the same manner  as
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1 current ly  approved vo lumetr ic  pr ic ing.

2          In  conc lus ion,  overa l l ,  UCE and Sun

3 Edison 's  pos i t ion is  to  cont inue the s ta tus quo.

4 This  is  unacceptab le  and is  incons is tent  wi th  the

5 Commiss ion 's  f ind ing in  the renewable QF docket .

6 Thei r  proposal  arms customers by ar t i f ic ia l ly

7 in f la t ing the avo ided costs  over  those costs  the

8 Company can actua l ly  avo id .   That  conc ludes my

9 summary.

10          MR.  SOLANDER:  Thank you.   At  th is  t ime

11 we would move that  Mr .  Duval l ' s  d i rect  rebut ta l

12 test imony be entered in to  the record.   And

13 Mr.  Duval l  is  ava i lab le  for  cross-examinat ion f rom

14 the par t ies  or  quest ions f rom the Commiss ion.

15          THE HEARING OFFICER:  Any ob ject ion to

16 the evidence be ing rece ived?  The test imony is

17 received.   Cross-examinat ion for  Mr .  Duval l?

18          MR.  JETTER:  I  jus t  have a br ie f  quest ion

19 for  Mr .  Duval l .

20     EXAMINATION

21     BY-MR.JETTER:

22     Q.    Good morn ing.

23     A.    Good morn ing.

24     Q.    A number  o f  t imes in  your  opening

25 statement ,  you re fer red to  renewable QF docket .
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1 Just  to  c lar i fy  for  the record,  are you re fer r ing

2 to the Docket  No.  12-035-100?

3     A.    Yes,  I  am.

4          MR.  JETTER:  Thank you.   That 's  the on ly

5 quest ion I  had.

6          THE HEARING OFFICER:  Thank you.

7 Mr.  Olsen?

8          MR.  OLSEN:  No quest ions.

9          THE HEARING OFFICER:  Yes,  Ms.  Hayes?

10          MS.  HAYES:  Thank you.

11     EXAMINATION

12     BY-MS.HAYES:

13     Q.    Good morn ing,  Mr .  Duval l .

14     A.    Good morn ing,  Ms.  Hayes.

15     Q.    I  jus t  have a few quest ions.   Are you

16 aware that  most ,  i f  not  a l l ,  o f  the Schedule 37

17 solar  QFs in terconnect  to  the Company's

18 dis t r ibut ion system?

19     A.    I 'm not  aware of  the in terconnect ion

20 vol tage leve l ,  no.

21     Q.    A l l  r ight .   D id  you take in to

22 cons iderat ion d is t r ibut ion system benef i ts

23 assoc ia ted wi th  so lar  QFs connected to  the

24 dis t r ibut ion system in  your  ca lcu la t ion of

25 Schedule 37 avo ided costs?
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1     A.    So in  terms of  d is t r ibut ion system

2 benef i ts ,  I 'm not  sure what  is  be ing re fer red to .

3     Q.    Benef i ts  a t  reduc ing peak demand on

4 di f ferent  d is t r ibut ion substat ions or  defer r ing

5 needed investments  in  the d is t r ibut ion

6 in f rast ructure?

7     A.    No,  I  d id  not .   At  th is  po in t  I 'm not

8 aware of  any savings that  cou ld  come f rom those

9 fac i l i t ies .

10     Q.    So you ' re  not  aware that  the Company has

11 stud ied d is t r ibut ion benef i ts  such as the ones I

12 just  descr ibed assoc ia ted wi th  two megawat t  PD

13 pro jects  in terconnected at  the d is t r ibut ion leve l?

14     A.    No,  I 'm not .

15     Q.    A l l  r ight .   Let 's  see,  I  want  to  move to

16 your  rebut ta l  tes t imony at  l ines 110 through 112

17 regard ing carbon costs  as used in  the IRP.

18     A.    Correct .   Yep,  I 'm there.

19     Q.    Okay.   You say because the IRP r isk

20 assessment  is  on ly an est imate of  potent ia l  fu ture

21 costs  imposed as a d i rect  cost  on emiss ions,  i t

22 should not  be inc luded in  avo ided cost

23 calcu la t ions,  cor rect?

24     A.    That 's  cor rect .

25     Q.    QFs cont ract  wi th  the ut i l i ty  for  per iods



Page 17

Hearing Proceedings 9/16/2014

801-983-2180
50 West Broadway, Suite 900, Salt Lake City, UT 84101

Page 17

Hearing Proceedings 9/16/2014

801-983-2180
50 West Broadway, Suite 900, Salt Lake City, UT 84101

1 up to  20 years ;  is  that  cor rect?

2     A.    Yeah,  that 's  cor rect .

3     Q.    And you used pro ject ions of  fue l  pr ices

4 and market  pr ices and other  assumpt ions in

5 calcu la t ing avo ided costs ,  cor rect?

6     A.    That 's  cor rect .

7     Q.    And the IRP ut i l i zes pr ice pro ject ions

8 and assumpt ions about  the fu ture such as gas

9 pr ices,  market  pr ices,  cap i ta l  costs ,  heat  ra tes,

10 O&M costs ,  e t  cetera;  is  that  cor rect?

11     A.    That  is  cor rect .

12     Q.    And does the Company re ly on pro jected

13 envi ronmenta l  regula t ion compl iance costs  and

14 carbon pr ice assumpt ions in  jus t i fy ing i ts

15 investments  in  po l lu t ion cont ro l  technolog ies?

16     A.    I  be l ieve i t  does because i t  uses the IRP

17 models ,  which inc lude those assumpt ions.

18          MS.  HAYES:  Thank you.   I  have no fur ther

19 quest ions.

20          THE HEARING OFFICER:  Mr .  Dodge?

21          MR.  DODGE:  Thank you.   I  do jus t  have a

22 couple quest ions.

23     EXAMINATION

24     BY-MR.DODGE:

25     Q.    One,  Mr .  Duval l ,  you re ferenced the 3.1
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1 megawat t  Schedule 38 fac i l i ty  and the three

2 megawat t  37 fac i l i ty .   How many 3.1 megawat t  38

3 fac i l i t ies  are you fami l iar  wi th  in  your  Rocky

4 Mounta in  ter r i tory or  in  the Pac i f ic  ter r i tory?

5     A.    I 'm not  fami l iar  wi th  any 3.1  megawat t

6 fac i l i t ies  on Schedule 38.

7     Q.    The rea l i ty  is  38 fac i l i t ies  are 50 to  80

8 megawat ts  a lmost  a lways and 37 fac i l i t ies  are very

9 smal l ,  three and under ,  r ight?

10     A.    They' re  very smal l ,  but ,  as  I  ment ioned

11 ear l ier ,  we have in  aggregate 45 megawat ts  wor th

12 of  Schedule 37 customers.

13     Q.    I  unders tand,  but  I 'm responding to  your

14 suggest ion i t ' s  unfa i r  that  a  3 .1  megawat t

15 fac i l i ty  on 38 has to  be t reated one way and a

16 three megawat t  fac i l i ty  t reated another .   In

17 real i ty ,  that 's  not  a  fa i r  compar ison because that

18 doesn ' t  happen?

19     A.    I t ' s  not  happened to  date.

20     Q.    Secondly,  you suggest  equal  t reatment  on

21 the two other  than the two issues that  you

22 ident i f ied as remain ing,  but  isn ' t  i t  t rue that

23 they then t reat  i t  d i f ferent ly  in  a l l  these seven

24 or  e ight  ways for  a l l  the years  we 've had a

25 Schedule 37?
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1     A.    I  don ' t  know i f  i t ' s  for  a l l  the years ,

2 but  I  be l ieve in  my d i rect  tes t imony I  re fer  back

3 to the or ig ina l  Commiss ion order .   I t  was a '94

4 order .   I  don ' t  know i f  that  was beginn ing of

5 Schedule 37.

6     Q.    And,  in  fac t ,  the Commiss ion has

7 repeated ly chosen to  t reat  Schedule 37 d i f ferent ly

8 in  many ways in  those orders  that  you re ference.

9 Is  that  not  a  fa i r  s ta tement?

10     A.    Wel l ,  I  th ink  pr ior  to  the 12-035-100

11 order ,  there were capac i ty costs  inc luded for

12 Schedule 38 in  the suf f ic iency per iod.   The

13 Commiss ion got  r id  o f  those.   So I  th ink  there

14 were in tegrat ion costs  for  wind,  which was not

15 someth ing that  was in  Schedule 37 so that  is  new.

16 So I 'm not  aware of  any other  d i f ferences that

17 Mr.  Dodge may be re fer r ing to .

18     Q.    You can check,  but  I  th ink  you ' l l  f ind

19 that ,  in  fac t ,  38 has never  had--wel l ,  never- -as

20 many years  as I ' ve been watch ing 38,  they've never

21 had payments  dur ing the suf f ic iency per iod.   I

22 bel ieve that 's  spec i f ic  to  Schedule 37.   I f  that 's

23 t rue,  that  was a de l iberate dec is ion to  t reat

24 capac i ty payments  dur ing the suf f ic iency per iod

25 di f ferent  for  37 than for  38 for  many years  i f
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1 what  I  represented is  t rue?

2     A.    Yeah.   I 'm sorry,  my previous answer  was

3 incorrect .   Mr .  Dodge is  r ight ,  that  there was no

4 capac i ty in  the suf f ic iency per iod in  Schedule 38.

5 However ,  as  I  reca l l ,  UCE argued to- -and

6 others- -argued to  add capac i ty payments  in  the

7 suf f ic iency per iod in  that  docket  and the

8 Commiss ion re jected i t .

9     Q.    I  th ink  that 's  a  t rue s ta tement .

10 Presumably,  the Commiss ion had reasons that  they

11 t reated the two schedules qu i te  d i f ferent ly  over

12 the years .   Would you agree wi th  that?

13     A.    I 'm not  go ing to  specula te  on the

14 Commiss ion 's  reasoning.

15     Q.    Let  me turn qu ick ly to  CO2 costs .   I f  you

16 were forced--and I  can ' t  force you--but  i f  you

17 were forced to  be the spokesman for  the Company

18 and g ive th is  Commiss ion your  best  guess as to  the

19 cost  o f  your  ent i re  por t fo l io  o f  resources ten

20 years  or  20 years  in to  the fu ture,  do you agree

21 wi th  me i t ' s  h igh ly l ike ly that  the Company's

22 spokesperson forced to  answer  that  would inc lude

23 some k ind of  one--some k ind of  carbon re la ted

24 costs  in  the fu ture,  whether  they be an assumed

25 carbon tax,  whether  they be regula t ions under  the
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1 new EPA regulat ions for  carbon,  but  they would

2 probably assume some k ind of  cost  is  go ing to  be

3 in  i t .   Would you agree wi th  that?

4     A.    I  would suspect  that - - I  mean,  the

5 landscape has changed.   When the EPA issued the i r

6 111(d)  ru le  in  June of  th is  year ,  i t  does not  have

7 a carbon tax,  but  i t  does have other  ways of

8 reduc ing carbon.   And I  th ink  in  the fu ture,

9 fu ture IRPs,  we wi l l  be look ing at  the impact  o f

10 111(d) ,  you know,  as i t  becomes more c lear .

11     Q.    You suggested one--wel l ,  do you suggest

12 that  even 111(d)  pro jected costs  not  be inc luded

13 in QF pr ic ing because they' re  specula t ive and

14 the i r  carbon re la ted?  Is  that  your  pos i t ion?

15     A.    W i th  regard to  111(d)  my pos i t ion is  we

16 don' t  know what  111(d)  is  go ing to  br ing yet ,  but

17 i t  is  a  regula t ion as opposed to  jus t  an

18 assumpt ion.   There is  a  regula t ion out  there that

19 people are work ing on,  s ta tes are work ing on,

20 companies are work ing on,  and i t ' s  sor t  o f  the

21 expectat ion of  the fu ture wi th  regard to  carbon at

22 th is  t ime.

23     Q.    So once the Company makes i ts  best  guess

24 in- - le t 's  say in  the 2015 IRP context  o f  what  the

25 111(d)  compl iance cost  would be,  is  i t  the
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1 Company's  pos i t ion that  that  best  guess as to

2 111(d)  compl iance costs  should be inc luded in

3 Schedule 38 and Schedule 37 avo ided cost  pr ic ing?

4     A.    Wel l ,  I 'm not  sure.   I  th ink- - I  mean,  the

5 di f ference between 111(d)  and the current  IRP

6 assumpt ions is  that  111(d)  is  actua l ly  a  rea l ,

7 proposed ru le .   What 's  in  the IRP now,  the carbon

8 cost  adders- - the carbon tax adders  that  are in  the

9 IRP r ight  now are,  I  th ink ,  based on previous

10 leg is la t ive proposals  that  have not  come to

11 f ru i t ion.   I  th ink  111(d)  k ind of  marks a

12 di f ferent  fu ture because i t ' s  ac tua l ly  a  rea l

13 regulat ion that 's  been adopted.

14     Q.    But  my quest ion was is  i t  the Company's

15 pos i t ion that  once the Company pro jects  those

16 111(d)  costs- -wel l ,  le t  me s tep back.

17          We probably won ' t  know for  f ive years  or

18 more for  sure what  111(d)  is  go ing to  cost .   Is

19 that  a  fa i r  assumpt ion,  because of

20 l i t igat ion- -expected l i t igat ion,  regula t ion

21 process,  e t  cetera?

22     A.    I  can ' t  make that  assumpt ion.

23     Q.    Assume wi th  me i t ' s  go ing to  be many

24 years  before the cour t  process is  done on 111(d)

25 and we can pro ject  wi th  cer ta in ty what  those costs
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1 are--wel l ,  wi th  more cer ta in ty what  those costs

2 are go ing to  be.   Would i t  be the Company's

3 pos i t ion that  unt i l  that  cer ta in ty is  there or

4 more cer ta in ty,  f ive or  whatever  years  down the

5 road,  that  you not  inc lude 111(d)  costs  in  avo ided

6 cost  pr ic ing?

7     A.    I t ' s  a  pret ty hard quest ion to  answer .   I

8 th ink as we get  to  a  po in t  where we are more

9 comfor tab le  what  111(d)  wi l l  be br ing ing-- that  may

10 be a year  f rom now.   That  may be three years  f rom

11 now.   I  don ' t  know.   There 's  a  lo t  o f  work  go ing

12 on.   And I  th ink  i t  wi l l  be a conversat ion that  we

13 have in  the fu ture in  terms of  what  gets  re f lec ted

14 in the Company's  p lans and the Company's  avo ided

15 costs  and a l l  o f  that  wi th  regard to  111(d) .   I

16 don ' t  have the answers today.

17     Q.    Couple o f  fo l low up.   The current  IRP

18 does not  assume that  there wi l l  be a carbon tax,

19 does i t?   I t  inc ludes a carbon cost  based on

20 whether  i t  be cap and t rade,  a  d i rect  carbon tax,

21 or  a  111(d)  type regula t ion.   I t ' s  an est imate of

22 the cost  o f  the Company of  comply ing wi th  expected

23 carbon regula t ion.   Is  that  not  a  fa i r  s ta tement?

24     A.    I  a lways thought  i t  was a tax.   I t  s tar ts

25 at  $16 a ton beginn ing in  2022 and escala tes f rom
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1 there.

2     Q.    Have you read the IRP chapter  that  deals

3 wi th  that ,  wi th  the why they inc lude a carbon cost

4 as opposed to  a  carbon tax?  Or  they do that  as a

5 surrogate for  expected carbon costs  o f  some sor t?

6 Do you d isagree wi th  that?

7     A.    Yeah,  I  don ' t  d isagree wi th  that .   I

8 mean,  I  th ink  i t ' s  represented in  the models  as a

9 tax,  but  I  th ink  i t  is  to  capture the impacts  par t

10 of  the fu ture f rom a p lanning perspect ive.

11     Q.    So I  s tar ted by saying i f  I  cou ld  force

12 you to  be the spokesperson for  the Company and

13 give me your  best  guess as to  whether  there wi l l

14 be some k ind of  carbon cost  in  the Company's

15 por t fo l io  ten,  15,  20 years  f rom now,  i f  the

16 answer  to  that  would have been yes,  were I  the

17 Company spokesperson I  would guess there wi l l  be,

18 and yet  i f  you set  avo ided cost  pr ic ing today

19 ignor ing any such cost ,  you ' re  underpaying those

20 customers based on t rue avo ided costs ,  are you

21 not?

22     A.    No.   I  don ' t  be l ieve that  est imates are

23 t rue of  what  i t  costs .   They' re  not  costs  the

24 Company can avo id  a t  th is  po in t .

25     Q.    Are gas costs  in  the year  2025 an
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1 est imate or  a  known fact?

2     A.    Wel l ,  they ' re  a  forecast  provided by

3 th i rd-par ty exper t  group.

4     Q.    And how re l iab le  have they been in  the

5 past?  You 've done some backcast ing of  that .   Have

6 they been rea l ly  re l iab le  in  pro ject ing fue l

7 costs ,  essent ia l ly  gas costs?

8     A.    I  th ink  that  in format ion 's  in  the IRP.

9 I 'm not  sure how I  would character ize i t .

10     Q.    Isn ' t  the rea l i ty  i t ' s  been woefu l ly

11 inadequate in  pred ic t ing and forecast ing actua l

12 gas pr ices?

13     A.    I  would not  say that .   I  would say that

14 the forecasts  f rom the actua ls  don ' t  match,  but  I

15 would not  character ize them as woefu l ly  d i f ferent .

16     Q.    Why is  i t  you choose to  p ick  on carbon

17 pro ject ions as opposed to  fue l  pro ject ions to

18 leave out  o f  th is  pr ic ing for  QFs?

19     A.    Wel l ,  we know we wi l l  have fue l  expenses

20 and we don ' t  know that  we ' l l  have any carbon tax.

21     Q.    And yet  the Company,  for  a t  least  a

22 decade or  so,  has inc luded and assumed carbon

23 costs  in  i ts  IRP for  purposes of  jus t i fy ing wind

24 plants  that  the Company bought ,  for  the purpose of

25 just i fy ing envi ronmenta l  investments  in  i ts  p lant .
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1 So the Company re l ies  upon an assumed carbon cost

2 in  the fu ture to  jus t i fy  i ts  own investments  and

3 yet  you ' re  not  wi l l ing to  pro ject  that  for  the

4 purpose of  paying people that  want  to  bu i ld  smal l

5 QFs.   Is  that  a  fa i r  s ta tement?

6     A.    No,  i t ' s  not  a  fa i r  s ta tement .

7     Q.    What  par t  is  not  fa i r  about  that?

8     A.    The IRP looks at  both owned resources and

9 purchased resources.   I t  doesn ' t  rea l ly

10 di f ferent ia te  as to  whether  the Company's  go ing to

11 own i t  or  buy i t  under  a  PPA l ike a  QF.

12     Q.    Wel l ,  that  wasn ' t  the po in t  o f  my

13 quest ion.   I t  was you d id ,  in  fac t ,  bu i ld  how many

14 hundred megawat ts  o f  wind--

15          MR.  SOLANDER:  I 'm go ing to  ob ject .

16 Mr.  Dodge can ask the quest ion wi thout  saying what

17 the po in t  o f  h is  quest ion is .

18          THE HEARING OFFICER:  Could you jus t

19 restate  the quest ion,  Mr .  Dodge?

20          MR.  DODGE:  I  guess I  don ' t  unders tand

21 the ob ject ion.   I  have to  ob ject - -

22          MR.  SOLANDER:  My ob ject ion is  i t ' s  not  a

23 quest ion you ' re  ask ing.   You ' re  making a speech

24 and then fo l lowing up wi th  a  quest ion.

25          MR.  DODGE:  Th is  is  cross-examinat ion,
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1 counsel .   I 'm a l lowed to  do leading quest ions and

2 to set  for th  my assumpt ions.

3          THE HEARING OFFICER:  Mr .  Dodge,  rephrase

4 your  quest ion or  resta te  the quest ion.

5          MR.  DODGE:  Thank you,  Mr .  Chai rman.

6 BY MR. DODGE:

7     Q.    The quest ion was has the Company not

8 inc luded an assumed carbon cost  in  i ts  fu ture cost

9 scenar ios or  pro ject ions for  purposes of

10 just i fy ing wind pro jects  that  the Company--maybe

11 some d id  i t ,  bought  by cont ract ,  too.   That 's  why

12 I  was saying i t  was not  the po in t  o f  the quest ion.

13 But  you d id  bu i ld  hundreds of  megawat ts ,

14 thousand-p lus megawat ts  o f  wind.   You,  in  par t ,

15 re l ied upon an assumed carbon cost  to  jus t i fy  that

16 and to  jus t i fy  fa i r ly  mass ive envi ronmenta l

17 improvements  a t  your  coal  p lants .   Is  that  not

18 accurate?

19     A.    Wel l ,  I  be l ieve there were--we used the

20 IRP f ramework to  jus t i fy  resources,  whether

21 they' re  company owned or  PPAs.   But  when we get  to

22 actua l ly  enter ing the cont ract  wi th  a  QF or  our

23 own fac i l i t ies  or  PPA that 's  not  a  QF,  we pay

24 actua l  costs .   We don ' t  pay costs  that  are not

25 actua l ,  that  are not - -you know,  that  don ' t  occur .
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1     Q.    So what 's  the actua l  cost  when you buy

2 wind energy f rom a wind developer?  Do you s ign a

3 PPA?  You do pay an actua l  cost?

4     A.    We are paying the cost  that  we agreed to

5 in  the PPA.

6     Q.    You pay a negot ia ted cost .   And isn ' t  the

7 QF context  t ry ing to  dupl icate  that?  Because we

8 don' t  have arms- length negot ia t ions.   We' re  t ry ing

9 to determine what  you would pay i f  you went  out

10 and de l iberate ly negot ia ted for  that  power

11 purchase agreement  a t  the fu l l  cost  you would have

12 paid had you chosen to  do i t  yourse l f .

13     A.    No.   I 'm not  sure I  unders tand the

14 quest ion.   But  in  a  PPA wi th  a  th i rd  par ty that  we

15 acqui re  through our  fee,  whatever  they b id  in  is

16 what  they b id  in .   I  don ' t  know what  they put  in

17 there in  terms of  the i r  own assumpt ions about

18 carbon costs  in  the fu ture.

19     Q.    So what  I 'm t ry ing to  get  a t  is  why

20 you ' re  p ick ing on carbon costs  a lone when a l l  the

21 pro ject ions that  are jus t  that  in  a  20-year

22 context .   Unt i l  th is  year ,  you had never  proposed

23 that  carbon costs  were too ambiguous or  too

24 uncer ta in  to  remove.   Your  tes t imony says i t ' s

25 only because you read the Commiss ion order
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1 suggest ing i t .   Is  that  a  fa i r  s ta tement?

2     A.    Yes,  i t  is .

3     Q.    So i f  the Commiss ion in  that  order ,  in

4 the Schedule 38 docket ,  d id  not  in tend to  say that

5 you must  remove your  assumed carbon costs  that

6 you 've used in  the IRP for  a  decade or  so,  then

7 your  proposal  to  take i t  out  would be not  wel l

8 founded un less they choose a d i f ferent  bas is  for

9 i t .   Is  that  a  fa i r  s ta tement ,  too?

10     A.    No.   And jus t - -you know,  we d id  look

11 at- - I  d id  look at  the order ,  and I  be l ieve that

12 that  was what  the Commiss ion sa id .   But ,  as  a

13 pract ica l  mat ter ,  we don ' t  have carbon costs  or

14 carbon tax or  whatever  that  we know of  that  we ' re

15 going to  avo id  and,  therefore,  i t  shouldn ' t  be

16 inc luded in  an avo ided cost  a t  th is  t ime.

17     Q.    Nor  do you know what  the gas pr ices are

18 going to  be in  ten years  and yet  you pay for  that?

19     A.    We know that  we ' re  go ing to  burn gas and

20 i t ' s  go ing to  have a cost .

21     Q.    And you can s i t  here as the Company rep

22 and say you don ' t  know you ' re  go ing to  have some

23 kind of  carbon cost?

24     A.    Wel l ,  I 'm not  the Company rep,  but  I

25 bel ieve I ' ve answered th is  quest ion a l ready.   I
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1 th ink there wi l l  be some-- I  mean,  111(d)  that

2 d i rects  as carbon emiss ions and there 's  costs

3 assoc ia ted wi th  comply ing wi th  111(d) .

4     Q.    So fa i lure  to  inc lude any assumed carbon

5 cost  wi l l ,  by def in i t ion,  underpay t rue avo ided

6 costs  to  QFs i f  that  cost  pro ject ion is  complete ly

7 ignored?  Is  that  not  a  fa i r  s ta tement?

8     A.    No,  i t ' s  not .

9     Q.    You don ' t  agree wi th  that  even though

10 you 've admi t ted there wi l l  be some costs  and

11 you ' re  propos ing not  to  pay them, you don ' t  see

12 that  as not  reaching fu l l  avo ided costs ,  th is

13 fa i l ing to  re f lec t  t rue avo ided costs?

14     A.    Wel l ,  I  th ink  there 's  probably more

15 issues wi th  111(d) .   There may be--we may need to

16 re look at  avo ided costs  when we know more about

17 111(d) .   Due to  the fact  that  there may be some

18 costs  that  we wi l l  need to  incur  under  111(d)  that

19 may not  be appropr ia te  for  paying avo ided costs

20 under  PURPA.

21          MR.  DODGE:  I  have no fur ther  quest ions.

22          THE HEARING OFFICER:  Mr .  Evans?

23          MR.  EVANS:  No quest ions.   Thank you.

24          THE HEARING OFFICER:  Redi rect?

25          MR.  SOLANDER:  No quest ions.   Thank you.
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1          THE HEARING OFFICER:  Quest ions f rom the

2 Commiss ion?

3          COMMISSIONER LeVAR:  No.

4          CHAIRMAN ALLEN:  I  don ' t  have any.

5          THE HEARING OFFICER:  I  have jus t  a

6 couple o f  quest ions for  you--or  a  few quest ions

7 for  you,  Mr .  Duval l .

8     EXAMINATION

9     BY-THE HEARING OFFICER:

10     Q.    F i rs t ,  in  your  d i rect  tes t imony where you

11 descr ibe the current  Schedule 37 methodology-- I

12 th ink i t ' s  about  l ines 96 and forward on page 5.

13     A.    I 'm there.

14     Q.    Okay.   Relat ive to  the pr ices that  are

15 provided in  the schedules that  were presented wi th

16 your  request  for  tar i f f  modi f icat ion,  look ing

17 f i rs t  a t  pr ices for  base load,  how is  the

18 methodology,  i f  a t  a l l ,  d i f ferent  as re f lec ted in

19 those schedules in  re la t ion to  the current

20 methodology as you descr ibe i t  here on page 5?  In

21 other  words,  what  ad justments  have you made that

22 would,  i f  any,  a f fec t  those base load pr ice

23 calcu la t ions?

24     A.    So for  base load the in tegrat ion cost

25 would not  apply.   The capac i ty cont r ibut ion would
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1 not  apply.   Removal  o f  the capac i ty costs  in  the

2 suf f ic iency per iod would a f fec t  that .   The removal

3 of  the carbon f rom the of f ic ia l  forward pr ice

4 curve would a f fec t  i t  beg inn ing in  2021.   And the

5 el iminat ion of  the one pr ic ing opt ion would a f fec t

6 i t .

7     Q.    And so i t ' s  those la t ter  ad justments- -

8     A.    Lat ter  three,  cor rect .

9     Q.    - - that  you apply to  th is - -what  I ' l l  ca l l

10 the ten megawat t  d i f ferent ia l  revenue requi rements

11 method?  Are there any other  changes in  that

12 method that  you 've appl ied in  the base load

13 schedule ca lcu la t ions?

14     A.    Not  that  come to  mind.

15     Q.    And then for  the schedules that  re la te  to

16 wind or  the two types of  so lar ,  the other

17 adjustments  would be appl ied,  but ,  again ,  to  the

18 same ten megawat t  d i f ferent ia l  revenue requi rement

19 approach that 's  been used h is tor ica l ly?

20     A.    Yes.   The in tegrat ion costs  and the

21 capac i ty cont r ibut ion costs .

22     Q.    Thank you.   Do you happen to  have

23 Ms.  Wr ight 's - -Sarah Wr ight 's  rebut ta l  tes t imony in

24 f ront  o f  you?

25     A.    Yes,  I  do.
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1     Q.    Would you turn,  p lease,  to  page 4?  I

2 want  to  ask you about  her  tes t imony at  l ines 60

3 through 66.   Here she ta lks  about  re la t ionship

4 between an e ight  cent  per  k i lowat t  hour  pr ice

5 under  Schedule 38.   And then-- I 'm sorry- -Schedule

6 37.   Pr ices under  Schedule 38 that  she

7 character izes as having genera l ly  been in  the f ive

8 to s ix cent  per  k i lowat t  hour  range.   And then

9 under- -pr ices under  the proposed-- the Company's

10 proposed method of  three to  four  cents ,  are those

11 correct  re la t ionships as you unders tand them?  In

12 other  words,  is  th is  fac tua l ly  cor rect?

13     A.    So the schedules under  Schedule 38--or

14 the pr ices under  Schedule 38,  which were the f ive

15 to s ix cents ,  were f rom Mr.  Vastag 's  tes t imony.

16 And I  th ink  what  he 's  aware of  are the pr ices that

17 have been brought  before- - the cont racts  that  have

18 been brought  before the Commiss ion for  approval .

19 We have g iven a lo t  o f  pr ices out  s ince then.   And

20 whi le  those are pro ject  spec i f ic  and I  don ' t  know

21 i f  they ' re  conf ident ia l  or  not ,  but  I  th ink  I  can

22 say that  they' re  in  the range of  three to  four

23 cents .

24     Q.    And you ' re  re fer r ing to  Schedule 38?

25     A.    Schedule 38,  the more recent  pr ices that
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1 we've been put t ing out .

2     Q.    Couple o f  o ther  subjects ,  Mr .  Duval l .

3     A.    Okay.

4     Q.    Can you he lp  us by sor t  o f  g iv ing us an

5 update on where the company s tands wi th  regard to

6 the so lar  in tegrat ion s tudy?  Do you have an idea

7 of  when the Commiss ion might  see that?

8     A.    Wel l ,  the sequenc ing that  the fo lks  are

9 work ing on th is  is  that  they put  the capac i ty

10 factor  s tudy.   There were two s tud ies.

11     Q.    R ight .   I  wanted to  ask you about  the

12 other  one,  as wel l ,  so i f  you want  to  update us on

13 al l  o f  them, that 's  great .

14     A.    Okay.   So on the capac i ty fac tor  s tudy,

15 the s tudy-- technica l  s tudy has been complete.   I t

16 was complete in  August .   I t ' s  be ing reviewed.

17 Test imony is  be ing prepared.   And I  would hope

18 that  maybe by the end of  th is  month or  ear ly next

19 month,  that  wi l l  be f i led wi th  the Commiss ion.

20     Q.    And that  would apply to  both wind and

21 solar?

22     A.    Yes,  i t  would.   Yeah,  I  be l ieve that 's

23 r ight .   And then the so lar  in tegrat ion s tudy is

24 fur ther  down the p ike.   At  th is  po in t ,  we don ' t

25 have actua l  so lar  data to  he lp  us put  that  s tudy
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1 together .   So at  th is  po in t  I ' ve  asked the fo lks

2 who are work ing on i t  and I  have not  got ten a f i rm

3 schedule a t  th is  po in t .

4          THE HEARING OFFICER:  Those are a l l  my

5 quest ions.   Any fo l low-up,  Mr .  Solander?

6          MR.  SOLANDER:  No,  thank you.

7          THE HEARING OFFICER:  Thank you,

8 Mr.  Duval l - -oh.

9          COMMISSIONER LeVAR:  Can I  have a

10 fo l low-up?

11          THE HEARING OFFICER:  Absolu te ly.

12     EXAMINATION

13     BY-COMMISSIONER LeVAR:

14     Q.    Just  as a  fo l low-up to  your  answer  to

15 Commiss ioner  Clark 's  quest ion - -

16          THE HEARING OFFICER:  Hang on.   You don ' t

17 have to  ask me--you asked me i f  you could  fo l low

18 up.   I  sa id  you don ' t  have to  ask me.

19          COMMISSIONER LeVAR:  Okay,  sure.   Just  so

20 you would know what  I  was do ing,  though.

21          THE HEARING OFFICER:  Absolu te ly.

22 BY COMMISSIONER LeVAR:

23     Q.    Your  answer  wi th  Mr .  C lark  on th is

24 Schedule 38 pr ic ing on the four  completed dockets

25 versus the ones that  are in  process--and,  again ,
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1 i f  I 'm ask ing a quest ion that  focuses on the

2 ongoing dockets ,  p lease say so.   But  is  the

3 biggest - -a l l  o f  those,  the ones that  Mr .  Vastag

4 calcu la ted and the ones that  process are a l l  under

5 the new order ,  the 12-035-100 docket?

6     A.    Correct .

7     Q.    Is  the d i f ference in  pr ic ing between

8 those the d i f ference in  what 's  be ing d isp laced or

9 is  there someth ing e lse that 's  dr iv ing the

10 di f ference between f ive/s ix and genera l ly  three to

11 four?

12     A.    No.   I t ' s  in  the amount  o f  QF requests

13 we've got  in  a  queue.   And as you get  more and

14 more QF requests ,  you go lower  down on the s tack

15 in terms of  what 's  d isp laceable next .

16          COMMISSIONER LeVAR:  Thank you.

17          THE HEARING OFFICER:  Thank you.   You ' re

18 excused,  Mr .  Duval l .

19          MR.  DUVALL:   Thank you.

20          THE HEARING OFFICER:  Anyth ing fur ther ,

21 Mr.  Solander ,  wi th  your  d i rect  case?

22          MR.  SOLANDER:  That 's  my d i rect  case.

23 Thank you.

24          THE HEARING OFFICER:  Thank you

25          Mr .  Jet ter?
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1          MR.  JETTER:  Thank you.   The Div is ion

2 would l ike to  swear  in  and ca l l  our  f i rs t  wi tness,

3 Dr .  Abdul le .

4          THE HEARING OFFICER:  Do you so lemnly

5 swear  that  the test imony you ' re  about  to  g ive

6 should be the t ru th ,  the whole t ru th ,  and noth ing

7 but  the t ru th?

8          MR.  ABDULLE:   I  do.

9             ABDINASIR ABDULLE,  Ph.D. ,

10          having been f i rs t  du ly sworn,  was

11          examined and test i f ied as fo l lows:

12          THE HEARING OFFICER:  Thank you,

13 Dr.  Abdul le .   P lease be seated.

14          Mr .  Jet ter ,  whenever  you ' re  ready.

15          MR.  JETTER:  Thank you.

16     EXAMINATION

17     BY MR. JETTER:

18     Q.    Dr .  Abdul le ,  would you p lease s ta te  your

19 name and occupat ion for  the record.   And would you

20 please spel l  your  name a lso for  the cour t

21 repor ter?

22     A.    My name is  Abdinas i r  Abdul le .   F i rs t  name

23 Abdinas i r ,  A-B-D- I -N-A-S- I -R.   Abdul le ,

24 A-B-D-U-L-L-E.   And I 'm a technica l  consul tant  for

25 the Div is ion of  Publ ic  Ut i l i t ies .
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1     Q.    Thank you.   And d id  you prepare and f i le

2 d i rect  and rebut ta l  tes t imony in  th is  docket?

3     A.    Yes,  I  d id .

4     Q.    Do you have any changes or  updates that

5 you would l ike to  make to  e i ther  o f  those f i l ings,

6 pref i led test imony?

7     A.    No changes.

8     Q.    And i f  you were asked the same quest ions

9 that  were inc luded in  both o f  those f i l ings today,

10 would your  answers remain the same?

11     A.    Yes.

12     Q.    Thank you.   Have you prepared a br ie f

13 statement  summar iz ing the pos i t ion of  the Div is ion

14 of  Publ ic  Ut i l i t ies?

15     A.    Yes,  I  d id .

16     Q.    P lease go ahead.

17     A.    I  have f i led d i rect  and rebut ta l

18 test imony in  th is  proceeding.   In  those I

19 addressed the proposed change that  the Company

20 f i led.   Those changes were the ones that  were jus t

21 recent ly  re leased down by Mr.  Duval l .   But  to

22 ref resh,  i t ' s  inc lud ing the in tegrat ion and

23 capac i ty costs  is  for  wind and so lar  qual i fy ing

24 fac i l i t ies  in  avo ided cost  ca lcu la t ions for

25 Schedule 37.   Removing capac i ty costs  s imple cyc le
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1 combust ion turb ine f rom the ca lcu la t ion of  avo ided

2 costs  for  a  Schedule 37 us ing the suf f ic iency

3 per iod.   Removing those f rom the of f ic ia l  forward

4 pr ice curve the spec i f ic  adder  that  represents  a

5 future carbon d ioxide tax.   E l iminat ing the

6 capac i ty and energy payment  opt ions re la ted to  the

7 month ly payments .   And a lso keeping the seasonal ly

8 d i f ferent ia ted on-peak and of f -peak energy pr ices,

9 but  provid ing th is  pr ic ing scheme for  a  base load

10 fac i l i ty ,  wind fac i l i ty ,  and a so lar  fac i l i ty

11 separate ly.

12          In  addi t ion to  those that  I  jus t  l is ted,

13 changes,  there were other  rout ine changes that  the

14 Company usual ly  do i t  on a year ly bas is  that  were

15 made.   The Div is ion reviewed proposed changes and

16 conc luded that  wi th  the except ion of  removing the

17 carbon d ioxide tax adder  f rom your  o f f ic ia l

18 forward pr ice curve,  that  these changes are jus t ,

19 reasonable,  and in  the publ ic  in terest .   I

20 recommend the Commiss ion approve i t .

21          Regard ing the carbon d ioxide tax adder ,

22 the Div is ion found that  the Commiss ion d i rect ion

23 in Docket  13-035-100 was ambiguous and would not

24 make a dec is ion,  therefore,  d id  not  take a

25 pos i t ion on that  issue.
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1          Thank you.   That  conc ludes my summary.

2          MR.  JETTER:  Thank you.   The Div is ion

3 would l ike to  move at  th is  t ime for  ent ry o f  the

4 di rect  and rebut ta l  tes t imony of  Dr .  Abdul le  in to

5 the record.

6          THE HEARING OFFICER:  Any ob ject ions?

7 They' re  rece ived.

8          MR.  JETTER:  Thank you.   I  have jus t  one

9 quick fo l low-up quest ion.

10 BY MR. JETTER:

11     Q.    I  be l ieve you sa id  13-035-100 and I  th ink

12 the docket  number  may be-- is  i t  poss ib le  i t ' s

13 12-035-100?

14     A.    That 's  cor rect .

15          MR.  JETTER:  Thank you.   I  have no

16 fur ther  d i rect  quest ions and our  wi tness is

17 avai lab le  for  cross.   Thank you.

18          THE HEARING OFFICER:  Thank you,

19 Mr.  Jet ter .

20          Mr .  Olsen?

21          MR.  OLSEN:  We have no cross.   Thank you.

22          MR.  SOLANDER:  No quest ions,  thank you.

23          THE HEARING OFFICER:  Mr .  Solander ,  sor ry

24 to jump over  you.

25          MS.  HAYES:  Thank you,  Commiss ioner
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1 Clark .

2     EXAMINATION

3     BY MS.  HAYES:

4     Q.    Good morn ing,  Dr .  Abdul le .   In  your

5 di rect  tes t imony at  l ine 58--

6     A.    Page?

7     Q.    I  don ' t  know.

8     A.    I  got  i t .

9     Q.    Oh,  thank you.   You say,  "The Div is ion

10 bel ieves that  wi th  the except ion of  some

11 simpl i f icat ions that  are a l ready in  p lace,  a l l  QFs

12 should be t reated equal ly  and the i r  avo ided costs

13 should be ca lcu la ted the same way regard less of

14 the i r  s izes. "   Could you te l l  me what  are those

15 s impl i f icat ions a l ready in  p lace?

16     A.    Ind i f ferent  here in  the Schedule 37 f rom

17 Schedule 38 g iven the fact  that  Schedule 37

18 customers are smal l .   Those s impl i f icat ions are

19 outward s i lent  to  remove the burden and say f rom

20 Schedule 37 customers.

21     Q.    So would you agree that  the s ize of  the

22 resource modeled in  the gr id  run is  one of  those

23 s impl i f icat ions?

24     A.    That 's  the d i f ferent ia t ion between two

25 schedules is  the t ime.
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1     Q.    And a lso that  the supply curve of  the

2 resource model  and gr id?

3     A.    I 'm not  sure what  you mean.

4     Q.    I ' l l  make i t  c learer .   I 'm sorry.   I ' l l

5 get  to  that .   Can I  lead you to  your  rebut ta l

6 test imony at  l ine 42?  You say capac i ty payments

7 dur ing the suf f ic iency per iod when an FOT is

8 d isp laced,  which inc ludes a capac i ty payment ,

9 would overcompensate the QF cont rary to  the

10 ratepayer  ind i f ferent  s tandard;  is  that  cor rect?

11     A.    Correct .

12     Q.    I  would l ike to  ask you some quest ions

13 about  how energy payments  in  the resource

14 suf f ic iency per iod are ca lcu la ted under  Schedule

15 37 and 38 and how they' re  d i f ferent .

16     A.    Yeah.

17     Q.    So under  Schedule 38,  avo ided energy

18 costs  in  the suf f ic iency per iod are ca lcu la ted on

19 di f ferent ia l  gr id  runs and the QF resource is

20 modeled wi th  the supply curve based on i ts  actua l

21 supply character is t ics ;  is  that  cor rect?

22     A.    I 'm not  sure what  that 's  ask ing,  but  the

23 way I  unders tand i t  and the in tent  I  had about

24 th is  s ta tement  is  the fact  that  when running the

25 gr id ,  when the QF is  graz ing the f ront  o f
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1 transact ion,  that - - the gr id  model  captures the

2 whole avo ided cost  because i t  inc luded the

3 capac i ty costs  that  were there.   So adding i t

4 again would overcompensate the--

5     Q.    Sure.   But  I  jus t  want  to  ask you some

6 quest ions about  how Schedule 37 and Schedule 38

7 di f fer .   So in  Schedule 38,  the proxy resource,  i f

8 you wi l l - -a l though I  may be conf la t ing my

9 methods--but  was i t  the resource modeled for  i t  to

10 calcu la te  energy payments  in  the suf f ic iency

11 per iod is  based on the QFs that  has approached the

12 company?  So,  for  example,  i f  I 'm a so lar  QF

13 developer  and I 'm approaching Rocky Mounta in  Power

14 for  a  Schedule 38 cont ract ,  in  order  to  f igure out

15 avoided cost  energy pr ices in  the suf f ic iency

16 per iod,  the Company wi l l  model  a  gr id  run wi th  the

17 supply curve of - - that  cor responds wi th  the type of

18 resource I 'm propos ing,  s ize and supply curve;  is

19 that  cor rect?

20     A.    Correct .

21     Q.    And,  as you were saying,  the Commiss ion

22 found that  to  the extent  the QF supply curve

23 disp laces f ront  o f f ice t ransact ions in  that  gr id

24 run,  the avo ided costs  compensate for  avo ided

25 capac i ty costs  as a  component  o f  the avo ided f ront
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1 of f ice t ransact ions;  is  that  cor rect?

2     A.    Correct .

3     Q.    So under  Schedule 37,  energy costs  in  the

4 suf f ic iency per iod are based on the addi t ion of  a

5 zero cost  ten average megawat t  resource;  is  that

6 correct?

7     A.    Correct .

8     Q.    And that  resource is  added as a f la t

9 decrement  to  load,  cor rect?

10     A.    Correct .

11     Q.    So the energy pr ice based on th is  f la t

12 decrement  to  load is  an average energy pr ice that

13 does not  take in to  cons iderat ion the supply

14 character is t ics  o f  un ique QF resources or  the

15 resources that  an actua l  QF would d isp lace;  is

16 that  cor rect?

17     A.    I t  does not  inc lude the un ique

18 character is t ics  o f  the QF.

19     Q.    So i t ' s  poss ib le ,  isn ' t  i t ,  that  the

20 Schedule 37 energy pr ice does not  o f fset

21 summert ime f ront  o f f ice t ransact ion capac i ty to

22 the same extent  that  a  so lar  QF's  actua l  supply

23 curve would o f fset  summert ime f ront  o f f ice

24 t ransact ion capac i ty;  is  that  cor rect?

25     A.    I  don ' t  agree wi th  that .   When you spread
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1 your  f ront  o f f ice t ransact ions because of  the s ize

2 of  the qual i fy ing fac i l i ty  that 's  o f fset t ing,  the

3 gr id  model  wi l l  ca lcu la te  what  avo ided cost  would

4 be or  should be.   And that 's  the number  that  would

5 be-- the number  we would use in  avo ided cost .   And

6 that  inc ludes capac i ty costs  o f  the fac i l i ty .

7     Q.    But  do you agree that  an actua l  so lar

8 supply curve may d isp lace more f ront  o f f ice

9 t ransact ions than a f la t  decrement  to  load?

10     A.    A compar ison between f la t  decrement  load

11 and a so lar?

12     Q.    Supply curve would- -produces most  o f  i ts

13 energy in  the summert ime?

14     A.    Yes.

15     Q.    So a QF that  produces most  o f  i ts  energy

16 in,  for  example,  th i rd  quar ter  heavy load hours

17 would not  get  compensated or  would d isp lace more

18 f ront  o f f ice t ransact ions than a ten megawat t  f la t

19 load decrement?  I  th ink  that 's  what  I  jus t  asked,

20 sorry.

21          And so to  the extent  that  an actua l  so lar

22 QF produces most  o f  i ts  energy in  those

23 high-- those heavy load hours ,  i t  does not  get

24 compensated to  the same extent  under  Schedule 37

25 as an actua l  so lar  supply curve would get
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1 compensated under  Schedule 38;  is  that  cor rect?

2     A.    There are so many d i f ferent  smal l  QFs

3 that  are out  there,  so lar ,  wind,  whatever  you ca l l

4 i t ,  and each one i f  they go on we use the spec i f ic

5 character is t ics  o f  those th ings and they negot ia te

6 pr ices Schedule 38 would be,  that  would put  a  lo t

7 of  burden to  these smal l  QFs.

8          So these changes,  these d i f ferences we' re

9 ta lk ing about  now,  are the reasoning--are the

10 di f ference between the two.   And those-- that

11 spec i f ic  QF,  smal l  QF,  would be d i f ferent  than the

12 other  one.   And d i f ferent  than the other  one.

13 They are a l l  d i f ferent .   So that 's  why we' re

14 choos ing the pr ice to  avo id  a l l  those prob lems.

15     Q.    R ight .   So would you agree that  by

16 s impl i fy ing the method,  Schedule 37 QFs are not

17 compensated in  the same way or  to  the same extent ,

18 for  example,  under  Schedule 38,  which models  the

19 actua l  supply curve?

20     A.    Yes.

21     Q.    So i f  s impl i f icat ions to  Schedule 37

22 pr ices have the af fect  o f  ar t i f ic ia l ly  reduc ing 37

23 pr ices compared to  Schedule 38 pr ices,  do Schedule

24 37 pr ices d iscr iminate against  smal l  QFs re la t ive

25 to large QFs?
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1     A.    I  don ' t  th ink  so.   The s impl i f icat ions

2 are cost  saving for  these smal l  QFs,  not  cost

3 burden on them.  So they' re  not  go ing to  be

4 undercompensated based on these ca lcu la t ions that

5 are put  there in  the gr id  model  and the

6 calcu la t ions for  avo ided costs .   I  don ' t  th ink

7 that  they are under .

8     Q.    Even though they' re  compensated less for ,

9 for  example,  the i r  energy and capac i ty based on

10 the way energy pr ices are ca lcu la ted?

11     A.    The fact  that  we are pos ing a pr ice that

12 would be appl icab le  to  a l l  smal l  QFs,  i t ' s

13 not - - that  pr ice as we ' re  quot ing may not  be the

14 same i f  we have to  ca lcu la te  each one of  them

15 ind iv idual ly .

16     Q.    Hasn ' t - -oh--

17     A.    Go ahead.

18     Q.    Go ahead.   Sorry,  I  d idn ' t  mean to  cut

19 you of f .

20     A.    I 'm f in ished.

21          MS.  HAYES:  Okay.   I  have no fur ther

22 quest ions.   Thank you.

23          THE HEARING OFFICER:  Mr .  Dodge?

24          MR.  DODGE:  Thank you.

25 .
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1     EXAMINATION

2     BY MR. DODGE:

3     Q.    Dr .  Abdul le ,  good morn ing.   In  your

4 test imony you re ference,  you know,  the impor tance

5 of  the ra tepayer  ind i f ference s tandard,  r ight?

6     A.    Yes.

7     Q.    The Div is ion recognizes,  does i t  not ,

8 that  another  goal  o f  PURPA and Utah 's  min i  purpose

9 statu tes are to  encourage the development  o f  smal l

10 c lean renewable pro jects?

11     A.    Correct .

12     Q.    I f - -you s ta ted severa l  t imes that  some of

13 the proposals  be ing made by Utah Clean Energy you

14 oppose on the grounds that  i t  would v io la te  the

15 ratepayer  ind i f ference s tandard.   Does the

16 Div is ion g ive equal  cons iderat ion to  whether  the

17 approach the Company uses in  set t ing avo ided cost

18 rates may underva lue the pr ic ing- - the avo ided cost

19 pr ic ing?

20     A.    I  unders tand the quest ion,  are you saying

21 recons ider  the fact  that  the pr ice proposed may be

22 under?

23     Q.    Yes.   Is  that  an issue that  you would be

24 concerned about?

25     A.    Yes.
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1     Q.    And I  guess has the Div is ion had any

2 discuss ions about  the i r  leve l  o f  conf idence in  a

3 20-year  leve l ized three to  four  cent  energy p lus

4 capac i ty fu ture?  I f  that 's  the pr ices of  the

5 current  avo ided costs  are sp i t t ing out  for  a

6 Schedule 37 and we heard today for  Schedule 38

7 pro jects ,  does the Div is ion have conf idence that

8 the 20-year  leve l ized cost  o f  resources energy

9 plus capac i ty is  go ing to  be in  the 30 to  $40 per

10 megawat t  range--megawat t  hour  range?

11     A.    The Div is ion d id  not  have a spec i f ic

12 discuss ion on that  spec i f ic  quest ion in  th is

13 proceeding.

14     Q.    As a Doctor  o f  Economics and a ut i l i ty

15 spec ia l is t ,  what  leve l  o f  conf idence do you have

16 that  that  wi l l  be the pr ic ing we' l l  see over  the

17 next  20 years?

18     A.    Over  20 years ,  I  cannot  say- -my

19 conf idence leve l  is  hundred percent ,  but  I

20 cannot- - I  don ' t  know which to  ca lcu la te  what  that

21 spec i f ic  number  would be present  number ,  but  we

22 are conf ident  that  to  a  cer ta in  extent  that  these

23 would be t rue.

24     Q.    And you do accept  that  ra tepayers  are not

25 ind i f ferent  and are,  in  fac t ,  damaged i f  avo ided
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1 cost  ra tes are set  too low and i t  makes pro jects

2 that  would o therwise be bu i l t  not  be bu i l t ,  QF

3 pro jects?

4     A.    Yes.

5          MR.  DODGE:  Okay.   Thank you.   No fur ther

6 quest ions.

7          THE HEARING OFFICER:  Redi rect?

8          MR.  JETTER:  No red i rect ,  thank you.

9          THE HEARING OFFICER:  Quest ions f rom the

10 Commiss ion?  Dr .  Abdul le ,  you ' re  excused.   Thank

11 you very much.

12          DR.  ABDULLE:   Thank you.

13          THE HEARING OFFICER:  Anyth ing fur ther ,

14 Mr.  Jet ter?

15          MR.  JETTER:  No,  thank you.   That

16 conc ludes the Div is ion 's  presentat ion.

17          THE HEARING OFFICER:  Mr .  Olsen?

18          MR.  OLSEN:  At  th is  t ime we would l ike to

19 cal l  Be la  Vastag.

20          THE HEARING OFFICER:  Do you so lemnly

21 swear  that  the test imony you ' re  about  to  g ive wi l l

22 be the t ru th ,  the whole t ru th ,  and noth ing but  the

23 t ru th?

24          MR.  VASTAG:  Yes,  I  do.

25                    BELA VASTAG,
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1          having been f i rs t  du ly sworn,  was

2          examined and test i f ied as fo l lows:

3          THE HEARING OFFICER:  Thank you very

4 much.   P lease be seated.

5     EXAMINATION

6     BY-MR.OLSEN:

7     Q.    Could you p lease s ta te  your  name for  the

8 record,  p lease,  and your  pos i t ion.

9     A.    My name is  Bela  Vastag,  B-E-L-A.   Last

10 name,  Vastag,  V-A-S-T-A-G.   I 'm a ut i l i ty  analys t

11 employed by the Of f ice o f  Consumer Services and my

12 business address is  here in  th is  bu i ld ing,  160

13 East  300 South,  Sal t  Lake Ci ty.

14     Q.    On August  12,  2014,  d id  you provide

15 in i t ia l  tes t imony in  th is  proceeding?

16     A.    Yes.

17     Q.    And on August  29,  2014,  d id  you provide

18 rebut ta l  tes t imony?

19     A.    Yes.

20     Q.    At  th is  t ime do you have any changes to

21 make to  your  tes t imony?

22     A.    No,  no changes.

23     Q.    So i f  you were asked those quest ions

24 again,  your  answers would remain the same?

25     A.    Yes.
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1     Q.    Have you prepared a summary of  your

2 test imony?

3     A.    Yes,  I  have.

4     Q.    Would you p lease read that  for  the

5 record?

6     A.    In  my test imony I  provided the Of f ice o f

7 Consumer Services '  pos i t ion on the Company's

8 proposed Schedule 37 changes to  Schedule 37,  which

9 I  wi l l  summar ize.   The Of f ice recommends that  the

10 Commiss ion approve the Company's  proposed changes.

11 The Of f ice suppor ts  the changes because they wi l l

12 reestab l ish ra tepayer  ind i f ference for  pr ic ing

13 under  Schedule 37 and i t  wi l l  implement  Commiss ion

14 approved gu ide l ines for  QF avoided cost  pr ic ing in

15 Docket  12-035-100.

16          The current  Schedule 37 pr ic ing format

17 that  inc ludes a capac i ty payment  can provide QF

18 compensat ion that  great ly  exceeds the Company's

19 avoided costs .   Th is  v io la tes the PURPA standard

20 of  ra tepayer  ind i f ference.   In  addi t ion,  the

21 current  two pr ic ing formats  under  Schedule 37

22 provides substant ia l ly  d i f ferent  payments  to  a  QF.

23 Again,  th is  v io la tes the PURPA standard of

24 ratepayer  ind i f ference.   Therefore,  the Of f ice

25 suppor ts  the Company's  proposal  to  e l iminate the
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1 pr ic ing format  that  inc ludes the capac i ty payment

2 and on ly provide QF payments  in  an energy based

3 format  for  a  per  k i lowat t  hour  bas is .

4          Th is  payment  format  is  a lso cons is tent

5 wi th  how large QFs are pa id  under  Schedule 38.

6 The Company's  proposed changes a lso implement

7 cer ta in  provis ions for  QF avoided cost  methods,

8 which were ordered by the Commiss ion in  Docket

9 12-035-100 for  large QFs under  Schedule 38.   These

10 provis ions inc lude,  one,  in tegrat ion charges for

11 wind and so lar  QFs.   Two,  capac i ty cont r ibut ion

12 values for  wind and so lar  QFs.   Three,  no

13 addi t iona l  capac i ty payments  are to  be g iven to

14 QFs dur ing the suf f ic iency per iod.   Four ,  no

15 spec i f ic  ad justments  to  QF pr ic ing are to  be made

16 for  the va lue of  fue l  pr ice hedging,  fue l  pr ice

17 volat i l i ty ,  or  envi ronmenta l  r isk .

18          The Company has compl ied wi th  these four

19 provis ions in  the i r  proposed Schedule 37 pr ic ing

20 by implement ing in tegrat ion charges and capac i ty

21 values for  wind and so lar  QFs,  by removing

22 capac i ty payments  based on a s imple cyc le

23 combust ion turb ine dur ing the suf f ic iency per iod,

24 and by removing the ef fect  o f  a  hypothet ica l  CO2

25 tax f rom the forecast  o f  wholesa le  e lect r ic i ty
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1 pr ices.

2          The Of f ice asser ts  that  these changes

3 proposed by the Company are appropr ia te  because

4 the method for  ca lcu la t ing QF avoided cost  pr ic ing

5 should be cons is tent ly  appl ied whether  for  large

6 QFs under  Schedule 38 or  for  smal l  QFs under

7 Schedule 37.   The Of f ice unders tands that  an order

8 to provide smal l  QFs s t reaml ined cont ract ing

9 process under  Schedule 37 be avo ided cost  model ing

10 and needs to  be s impl i f ied and cannot  be exact ly

11 the same as in  Schedule 38.   However ,  the

12 provis ions ordered by the Commiss ion in  Docket  No.

13 12-035-100 should be appl ied to  a l l  QFs.   The

14 Off ice a lso unders tands that  even when the methods

15 for  ca lcu la t ing avo ided cost  pr ic ing were appl ied

16 cons is tent ly ,  pr ices wi l l  be d i f ferent  for

17 di f ferent  QFs because pr ic ing is  a lso dependent  on

18 such factors  as when the model ing is  done,  which

19 IRP prefer red por t fo l io  is  used,  where the QF is

20 in  the queue,  e t  cetera.

21          Some par t ies  in  th is  proceeding c la im

22 that  the model ing of  Schedule 37 pr ic ing needs to

23 be cons is tent  wi th  cer ta in  assumpt ions f rom the

24 Company's  IRP.   Some c la im that  assumpt ions should

25 be the same as the IRP base case.   I t  is  unc lear
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1 what  the IRP base case is .   The Of f ice

2 bel ieves-- the Of f ice does not  be l ieve that  PURPA

3 requi res QF avoided costs  be cons is tent  wi th  the

4 ut i l i t ies  IRP,  but  that  they should be re f lec t ive

5 of  actua l  costs  the Company wi l l  avo id .   Even i f

6 some type of  cons is tency wi th  the IRP was

7 mandated,  th is  would be d i f f icu l t  to  ach ieve s ince

8 each IRP models  mul t ip le  cases wi th  wide ly vary ing

9 assumpt ions.   The cases and assumpt ions model

10 chain- - the cases and assumpt ions model  change each

11 IRP cyc le .

12          On the other  hand,  the IRP and QF avoided

13 cost  pr ic ing are prominent ly  l inked because the

14 IRP's  prefer red por t fo l io  is  used in  the model ing

15 of  QF pr ices.

16          In  addi t ion to  suppor t ing the Company's

17 proposed changes,  my test imony a lso provides two

18 addi t iona l  recommendat ions by the Of f ice.   These

19 recommendat ions are,  one,  the Company should work

20 wi th  s takeholders  and regula tors  concern ing any QF

21 re la ted t ransmiss ion const ra in ts  and make a f i l ing

22 wi th  the Commiss ion before implement ing any change

23 to avo id  cost  pr ic ing for  t ransmiss ion

24 const ra in ts .   And,  number  two,  in  fu ture annual

25 Schedule 37 f i l ings,  the Company should inc lude a
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1 l is t  o f  pro jects  that  have cont racted wi th  the

2 Company under  Schedule 37 dur ing the previous

3 year .   And th is  l is t  should inc lude spec i f ic

4 in format ion about  each pro ject .   That  conc ludes my

5 summary.

6          THE HEARING OFFICER:  Anyth ing fur ther?

7          MR.  OLSEN:  No,  Your  Honor .   Mr .  Vastag

8 is  now avai lab le  for  cross-examinat ion.

9          THE HEARING OFFICER:  And you would l ike

10 us to  rece ive in  evidence h is  d i rect  and rebut ta l

11 test imony?

12          MR.  OLSEN:  Yeah.   I  d idn ' t  know exact ly

13 when you wanted me to  ask that ,  but  I  would,  Your

14 Honor .

15          THE HEARING OFFICER:  That 's  f ine.

16          MR.  OLSEN:  Thank you.

17          THE HEARING OFFICER:  Is  there any

18 object ion?  I t ' s  rece ived.   Thank you.

19 Cross-examinat ion?

20          MR.  SOLANDER:  No quest ions.   Thank you.

21          MR.  JETTER:  No quest ions f rom the

22 Div is ion.

23          THE HEARING OFFICER:  Thank you.

24          MS.  HAYES:  Thank you,  Commiss ioner

25 Clark .
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1     EXAMINATION

2     BY-MS.HAYES:

3     Q.    Good morn ing,  Mr .  Vastag.

4     A.    Good morn ing,  Ms.  Hayes.

5     Q.    Can I  d i rect  you to  your  rebut ta l

6 test imony,  page 8,  s tar t ing at  l ine 151?

7     A.    Okay.

8     Q.    You say even i f  the capac i ty payment

9 format  could  be modi f ied to  produce the same to ta l

10 payments  as the energy on ly format  for  the

11 proposed ra tes in  th is  proceeding,  the l ike l ihood

12 is  that  they wi l l  devia te  again  in  the fu ture.   I t

13 would be admin is t ra t ive ly burdensome to

14 cont inual ly  review these ra tes to  ensure they

15 remain in  sync.   Is  that  cor rect?

16     A.    Yes.

17     Q.    Are you aware that  the Commiss ion

18 requi res that  the Company review i ts  Schedule 37

19 pr ices once a year  or  whenever  the 25 megawat t  cap

20 is  reached?

21     A.    Yes.

22     Q.    Are you aware that  the Commiss ion

23 requi res the Company to  f i le  updates to  i ts

24 Schedule 38 pr ic ing and input  assumpt ions four

25 t imes a year?
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1     A.    I  be l ieve i t ' s  four  t imes.

2     Q.    Are you aware that  Schedule 38 pr ic ing,

3 which is  un ique to  spec i f ic  QFs,  changes wi th

4 every QF based on the QF resource type and s ize

5 and the resources i t  d isp laces?

6     A.    R ight .   Every QF,  the pr ic ing is

7 d i f ferent .

8     Q.    So you are aware,  then,  that  Schedule 38

9 pr ices are not  f ixed at  a  spec i f ic  ra te ;  is  that

10 correct?

11     A.    That 's  cor rect .

12     Q.    There 's  no p la ton ic  idea l  avo ided cost?

13     A.    Unfor tunate ly.

14     Q.    Yeah,  r ight .   And Schedule 38 pr ices and

15 terms are negot ia ted based on a Commiss ion

16 approved method;  is  that  cor rect?

17     A.    Yes.

18     Q.    Whereas Schedule 37 pr ices are not  based

19 on a spec i f ic  QF resource,  but  are ra ther  based on

20 a f la t  ten megawat t  load decrement ;  is  that

21 correct?

22     A.    I 'm not  exact ly  sure what  you mean by

23 f la t  ten megawat t  load decrement ,  but  I ' l l - -

24     Q.    I t ' s  a- -

25     A.    - -accept  that - -
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1     Q.    Okay.

2     A.    - - that  i f  you say that  that 's  what  i t  is .

3     Q.    Okay.   So i t  would not  make sense to

4 reset  Schedule 37 ra tes every t ime a new Schedule

5 38 PPA is  s igned or  removed f rom the queue,  would

6 i t?

7     A.    No.

8     Q.    Based on admin is t ra t ive e f f ic iency,  for

9 example?

10     A.    R ight .   The purpose of - -one of  the

11 purposes of  Schedule 37 is  to  provide a s imple

12 process for  QFs to  cont ract  wi th  the Company.

13     Q.    Do you recognize that  there wi l l  a lways

14 be some incons is tency between Schedule 37 and

15 Schedule 38 pr ic ing,  cor rect?

16     A.    Yes.

17     Q.    I f  you could  cont inue look ing at  your

18 test imony s tar t ing where I  le f t  o f f  a t  155,

19 therefore,  the Of f ice asser ts  that  there should be

20 just  one payment  format  for  Schedule 37

21 incorporat ing the Company's  avo ided cost  and for

22 s impl ic i ty  o f  cons is tency wi th  Schedule 38,  that

23 payment  format  should be an energy on ly format?

24     A.    Yes.

25     Q.    Why is  i t  impor tant  that  the s ing le
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1 payment  opt ion for  Schedule 37 be an energy on ly

2 payment?

3     A.    Wel l ,  in  order  to- - the f i rs t  par t  o f  the

4 reasoning is  that  there shouldn ' t  be two d i f ferent

5 payment  formats  for  Schedule 37 because they,  as

6 we've seen in  the current  schedule,  they produce

7 di f ferent  pr ices.   So i f  we need to  choose one of

8 them, then one reason to  choose the energy on ly is

9 that  that 's  the way Schedule 38s are pa id .   So i t

10 would be us ing the s imi lar  pr ic ing format  between

11 the two schedules.

12     Q.    But  you ment ioned and you recognized

13 previous ly that  i t  would be poss ib le  to  set  both

14 payment  opt ions so they were cons is tent ,  cor rect?

15     A.    Anyth ing 's  poss ib le ,  yeah,  when you model

16 th ings at  the beginn ing.

17     Q.    Anyth ing is  poss ib le ,  what  a  pos i t ive

18 statement .   And we've a l ready estab l ished that

19 Schedule 38 pr ic ing is  a  moving target ,  cor rect?

20     A.    Yes.   I t  changes wi th  each PPA.

21     Q.    And that  Schedule 37 and 38 pr ices may

22 coinc ide,  but  wi l l  never  l ike ly be exact ly  the

23 same,  cor rect?

24     A.    No.   Just  by def in i t ion the way model ing

25 works,  they won' t  be exact ly  the same.
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1          MS.  HAYES:  Thank you.   I  have no fur ther

2 quest ions.

3          THE HEARING OFFICER:  Mr .  Dodge?

4     EXAMINATION

5     BY-MR.DODGE:

6     Q.    Good morn ing,  Mr .  Vastag.

7     A.    Good morn ing.

8     Q.    I 'm look ing at  your  rebut ta l  tes t imony

9 beginn ing on l ine 53.   Th is  is  deal ing wi th  CO2

10 taxes.   And you ind icate the pos i t ion of  the

11 Off ice is  based on the p la in  language f rom the

12 Commiss ion 's  order  in  the Schedule 38 QF docket

13 that ,  quote,  we approve no spec i f ic  ad justments  to

14 value fue l  pr ice hedging,  fue l  pr ice vo la t i l i ty ,

15 or  envi ronmenta l  r isk .   Is  i t  the Of f ice- -or  is  i t

16 your  v iew that  a  p la in  language of  that  order  sa id

17 that  the Company was,  in  fac t ,  ins t ructed to  make

18 four  spec i f ic  ad justments  to  i ts  normal  gr id

19 model ing to  remove the impacts  o f  the pro jected

20 CO2 costs?

21     A.    Excuse me,  d id  you say four  ad justments?

22     Q.    W i l l  you accept ,  sub ject  to  check,  that ,

23 in  fac t ,  the Company made adjustments  to  four  o f

24 the gr id  f i les?  There are four  gr id  f i les

25 normal ly  used for  gr id  purposes,  inc lud ing QFs
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1 that  inc luded some impact  f rom CO2 cost

2 assumpt ions.

3     A.    Can you exp la in  what  those-- I  mean,  what

4 are those gr id  f i les- -what  data do they conta in?

5     Q.    You and I  are both a t  a  handicap here.   I

6 suspect  you don ' t  run gr id  and ne i ther  do I .

7     A.    No.

8     Q.    But  I ' l l  te l l  you what  I  unders tand and

9 I ' l l  jus t  ask you subject  to  check,  then I ' l l  ask

10 my quest ion.   I 'm not  ask ing you to  ver i fy  th is .

11 But  i t ' s  my unders tanding that  carbon costs  were

12 adjusted out  o f  the gr id  f i le  ca l led energy

13 charge,  ad justed out  o f  the gr id  f i le  ca l led fue l

14 pr ice,  and ad justed out  o f  the gr id  f i le  ca l led

15 other  cost ,  and ad justed out  o f  gr id  f i le  ca l led

16 pr ice forecast .   In  o ther  words,  there are four

17 spec i f ic  input  f i les  to  the gr id  to  which spec i f ic

18 adjustments  were made to  remove the impact  o f  the

19 CO2 costs ,  as  I  unders tand.

20          Now,  wi thout  ask ing you to  ver i fy  that ,

21 i f  you accept  that  subject  to  check,  is  i t  your

22 view that  the p la in  language of  the 12-035-100

23 order  was that  the Company should make spec i f ic

24 adjustments  to  those four  f i les  to  remove the

25 impacts  o f  pro jected carbon costs?
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1     A.    Wel l ,  the order  d idn ' t  d i rect  the Company

2 to make any spec i f ic  ad justments  to  any spec i f ic

3 f i les .   I t  sa id  that  avo ided costs  would not  have

4 any spec i f ic  ad justment  for  envi ronmenta l  costs .

5 So how that 's  implemented is  wi th in  the gr id

6 model ing is  beyond my exper t ise and I  would have

7 to re ly on the Company's  exper t ise.

8     Q.    When you say you re ly on the p la in

9 language of  the order ,  that  suggests  to  me that

10 you th ink that  order  p la in ly says,  not  wi th

11 anyth ing make no spec i f ic  ad justment ,  but ,  in

12 fact ,  what  i t  means is  go make spec i f ic

13 adjustments  to  four  f i les  to  remove your  pro jected

14 impacts  o f  carbon costs .   Is  that  how you read the

15 pla in  language?

16     A.    Wel l ,  the Company in  i ts  cur rent  model ing

17 at  the t ime of  Schedule 37 had inc luded a CO2

18 cost ,  which apparent ly  is  oppos i te  o f  what  the

19 Commiss ion ordered in  Docket  12-035-100 so that

20 they had to  make adjustments  to  the i r  model ing to

21 adjust  for  that  requi rement .

22     Q.    You say i t  was cont rary to  i t .   D id  the

23 Company ad just  i ts  Schedule 38 pr ic ing immediate ly

24 fo l lowing the ent ry o f  the 12-035-100 order ,  to

25 your  unders tanding?
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1     A.    Some poin t  they ad justed the i r  Schedule

2 38 pr ic ing.   I 'm not  sure when that  was

3 implemented.

4     Q.    The Of f ice has seen a number  o f  QF

5 pro jects  come before the Commiss ion for  approval

6 in  the las t  year ,  cor rect?

7     A.    Correct .

8     Q.    And those were done--some of  them before

9 and some of  them af ter  the 12-035-100 order  came

10 out  in- - I  be l ieve i t  was August ,  was i t ,  or

11 September  o f  2013?

12     A.    I t  was August .

13     Q.    Some of  those cont racts  were done af ter

14 that ;  is  that  not  r ight?

15     A.    Yes.

16     Q.    And is  i t  your  unders tanding or  do you

17 agree that  the Company d id  not  remove the CO2

18 taxes immediate ly a f ter  the 12-035-100 order ,

19 that ,  in  fac t ,  those QF pro jects  that  have come

20 forward for  approval  inc luded the CO2 assumpt ions

21 and i t  was on ly th is  year ,  a  year  la ter  a lmost ,

22 when they were redoing 37 pr ices and then they

23 began in  38 to  remove them?  Is  that  your

24 understanding?

25     A.    Wel l ,  I  unders tand f rom in formal
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1 discuss ions wi th  the Company that  there was some

2 lag between th is  03-100 order- -035-100 order  and

3 when i t  implemented the order  provis ions.   And I 'm

4 not  sure the t iming as to  which of  the QF PPAs

5 incorporated the new requi rements ,  but  I

6 unders tand there was some lag.   I t  d id  not  occur

7 immediate ly.

8     Q.    So i f  i t  was the p la in  language of  the

9 Commiss ion 's  order  that  gave the Company jus t

10 vio la ted that  order  unt i l  i t  f ina l ly  implemented

11 that  th is  year .   Is  that  k ind of  your  v iew?

12     A.    Wel l ,  v io la te  is - - I 'm not  sure i f  I  agree

13 wi th  that  word.   But  you have to  g ive the Company

14 some leeway in  implement ing.   I  don ' t - -

15     Q.    Even i f  i t ' s  the p la in  language?  I  guess

16 that 's  what  I 'm chaf ing at .   You say p la in

17 language and I  have a rea l ly  hard t ime wi th  your

18 view.   The p la in  language of  that  order  sa id

19 remove these CO2s,  make these CO2 adjustments  when

20 the Company i tse l f  d idn ' t  make them for  months and

21 you d idn ' t  propose that  they make them-- the

22 Off ice,  r ight ,  unt i l  they came forward?

23     A.    R ight .   R ight .   We were not  aware of

24 those spec i f ic  adders ,  the way they work in  the QF

25 model .
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1     Q.    Mr .  Vastag,  you ' re  here represent ing an

2 ent i ty  that  represents  consumers,  e lect r ic

3 consumers.   I t ' s  a  ro le  I 'm fa i r ly  comfor tab le

4 wi th  mysel f .   I  would l ike to  ask you a few

5 quest ions f rom the perspect ive- -your  perspect ive

6 of  protect ing customers.   I f  QF pr ic ing is  set  so

7 low,  ar t i f ic ia l ly  low,  be low what  the actua l  cost

8 of  the Company is  go ing to  be in  the next  20 years

9 to acqui re  resources,  is  the ra tepayer  ind i f ferent

10 standard met  or  v io la ted?

11     A.    QF avoided cost  isn ' t  based on actua l

12 market  costs .   They' re  based on a cost  that  the

13 Company wi l l  avo id .   And when,  as we d iscussed

14 ear l ier ,  you know,  that  wi l l ,  for  a  par t icu lar  QF,

15 the i r  avo ided costs  wi l l  depend on where they are

16 in the queue.   As these pro jects  s tack up,  the

17 Company's  avo ided costs  dec l ine.   So when you

18 ta lked ear l ier  about  is  three or  four  cents  actua l

19 fa i r  market  va lue,  i t ' s  not  rea l ly  about  fa i r

20 market  va lue.   I t ' s  what  the Company avoids in  the

21 future.

22     Q.    Exact ly .   And i f ,  in  fac t ,  pr ic ing today

23 is  be ing set  a t  three to  four  cents  and therefore

24 pro jects  that  would o therwise be renewable

25 pro jects  that  mi t igate pr ice r isk  for  20 years
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1 because i t ' s  a  set  pr ice,  mi t igate carbon r isk

2 because there 's  no carbon impl icat ion,  e t  cetera,

3 i f  those pro jects  are not  bu i l t  because three to

4 four  cents  is  lower  than a reasonable pro ject ion

5 of  what  they wi l l  ac tua l ly  spend,  are ra tepayers

6 harmed?

7     A.    No.   Because there 's  a l ready many

8 pro jects  in  the Company's  queue in  the IRP

9 resource p lan that  accounts  for  a l l  those r isks

10 and a l l  those costs .   And these addi t iona l

11 pro jects  are not  requi red to  serve the customers.

12     Q.    Let 's  ta lk  about  that .   Have you looked

13 at  the QF queue?  Have you seen that  in  the

14 Schedule 38 f i l ing?  Have you watched that  over

15 the years?

16     A.    I ' ve  seen the t ransmiss ion queue,  which

17 is  on the Company's  t ransmiss ion page.

18     Q.    I 'm not  ta lk ing the t ransmiss ion queue.

19 I 'm ta lk ing the QF queue that  the Company f i led

20 wi th  i ts  quar ter ly  Schedule 38 update.

21     A.    Yeah,  I ' ve  g lanced at  that .   I  reca l l

22 seeing that ,  yes.

23     Q.    Can you name one QF pro ject  that 's  been

24 bui l t  in  the s ta te  that  is  on that  queue in  the

25 last  three years?
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1     A.    I 'm not  sure.   I  don ' t  know exact ly- -

2     Q.    So you ' re  saying that  customers are not

3 harmed because le t 's  say there 's  a  queue of  15

4 resources.   Wel l ,  f i rs t  o f  a l l ,  do you unders tand

5 that  to  get  on the queue,  a l l  you need to  do is

6 ask for  ind icat ive pr ic ing?

7     A.    I  be l ieve that 's  cor rect .

8     Q.    So i f  15 QFs come and say,  g ive us

9 ind icat ive pr ic ing,  and i f  the pr ic ing goes f rom

10 four  cents  to  f ive cents  down to  three cents  by

11 the end of  the queue,  and i f  none of  those

12 pro jects  get  bu i l t  because they' re  pr iced too low,

13 and then i f  the actua l  costs  end up h igher  than

14 what  those pro ject ions were,  are ra tepayers  not

15 worse of f?

16     A.    Wel l ,  we don ' t  know how the fu ture wi l l

17 p lay out .

18     Q.    I  unders tand.   Accept  my assumpt ion.

19     A.    There is  a  vers ion of  the fu ture where

20 that  cou ld  happen,  yes,  and another  vers ion where

21 some of  those QFs wi l l  be bu i l t  and--but  we have

22 to- - the Company does have to  fo l low a process and

23 th is  is  an issue that  we 've d iscussed in  some of

24 the PPA dockets  where,  you know,  the number  o f

25 pro jects  in  the queue and potent ia l ly  QFs that
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1 aren ' t  far  enough a long in  development  even in  the

2 queue,  they are harming other  QFs or  more ser ious.

3     Q.    I 'm jus t  ask ing does the Of f ice care i f

4 QF pro jects  are not  bu i l t?   Is  i t  the Of f ice 's

5 preference jus t  to  k ind of  go wi th  whatever  the

6 Company dec ides to  bu i ld  and acqui re  and take

7 those r isks as opposed to  set t ing pr ices today

8 that  are known and that  avo id  carbon- type r isks

9 and envi ronmenta l  r isks i f  the pr ic ing is  set  the

10 same so that  the ra te  is  ind i f ferent?  Would you

11 not  choose the renewable pro jects  that  add those

12 other  benef i ts?

13     A.    Yeah.   We care about  those issues,  yes.

14     Q.    And has the Of f ice looked to  conf i rm to

15 i tse l f  that  the avo ided cost  pr ic ing coming out  o f

16 these models  is  a  rea l is t ic  pro ject ion of  what  the

17 Company would actua l ly  avo id  or  wi l l  ac tua l ly

18 incur  i f  we go through the 20 years  wi thout  these

19 pro jects?

20     A.    We' re  not  in  the pos i t ion to  d ig  that

21 deeply in  the model .

22          MR.  DODGE:  Thank you.   No fur ther

23 quest ions.

24          THE HEARING OFFICER:  Redi rect ,

25 Mr.  Olsen?
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1          MR.  OLSEN:  I  have no red i rect .   Thank

2 you.

3          THE HEARING OFFICER:  Quest ions f rom the

4 Commiss ioners?  Okay.   Mr .  Vastag,  you ' re  excused.

5 Thank you very much.

6          We' re  contemplat ing a recess and

7 wonder ing how much is  in  f ront  o f  us  because we

8 don' t  want  to  unnecessar i ly  deta in  you.

9          MS.  HAYES:  Utah Clean Energy wi l l  ca l l

10 Sarah Wr ight ,  but  I  th ink  my wi tness and I  would

11 love a f ive-minute break.

12          THE HEARING OFFICER:  We' l l  be in  recess

13 t i l l  25 minutes t i l l  the hour ,  so i t  wi l l  be ten

14 minutes.

15 (Recess taken. )

16          THE HEARING OFFICER:  Ms.  Hayes.

17          MS.  HAYES:  Thank you.   Utah Clean Energy

18 would l ike to  ca l l  Ms.  Sarah Wr ight  as our

19 wi tness.

20          THE HEARING OFFICER:  P lease ra ise your

21 r ight  hand.   Do you so lemnly swear  the test imony

22 you ' re  about  to  g ive should be the t ru th ,  the

23 whole t ru th ,  and noth ing but  the t ru th?

24          THE WITNESS:  I  do.

25                    SARAH WRIGHT,
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1          having been f i rs t  du ly sworn,  was

2          examined and test i f ied as fo l lows:

3          THE HEARING OFFICER:  Thank you.

4     EXAMINATION

5     BY-MS.HAYES:

6     Q.    Good morn ing,  Ms.  Wr ight .   Would you

7 please s ta te  your  name,  pos i t ion,  and bus iness

8 address for  the record?

9     A.    Yes.   My name is  Sarah Wr ight ,  S-A-R-A-H,

10 W-R-I -G-H-T .   I 'm the execut ive d i rector  o f  Utah

11 Clean Energy.   And my bus iness address is  1014

12 Second Avenue,  Sal t  Lake Ci ty,  Utah 84103.

13     Q.    Thank you.   In  th is  docket  d id  you f i le

14 di rect  tes t imony on August  12th and rebut ta l

15 test imony on August  29th?

16     A.    I  d id .

17     Q.    I f  I  asked you the same quest ions today

18 as set  for th  in  your  d i rect  and rebut ta l

19 test imony,  would your  answers be the same?

20     A.    They would.

21          MS.  HAYES:  I  would l ike to  move the

22 admiss ion of  Ms.  Wr ight 's  d i rect  and rebut ta l

23 test imony in  th is  docket .

24          THE HEARING OFFICER:  Any ob ject ions?

25 They' re  rece ived.
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1          MS.  HAYES:  Thank you.

2 BY MS.  HAYES:

3     Q.    Ms.  Wr ight ,  do you have a summary of  your

4 test imony you 've prepared?

5     A.    I  do.

6     Q.    Go ahead and present  that .   Thank you.

7     A.    Thank you.   Good morn ing,  Commiss ioners .

8 Morn ing,  everyone.   Utah Clean Energy-- is  that  a

9 good loudness?  Sorry,  you never  know.   Excuse me.

10          Utah Clean Energy s t r ives to  create a

11 safer ,  more ef f ic ient ,  c leaner ,  and smar ter  energy

12 future.   We s t r ive for  a  smooth and cost  e f f ic ient

13 t rans i t ion to  an energy por t fo l io  that  imposes

14 fewer  r isks to  Utah fami l ies  and bus inesses.   The

15 Publ ic  Ut i l i t ies  Regulatory Act ,  PURPA, is  an

16 impor tant  mechanism for  fac i l i ta t ing renewable

17 energy development  and creat ing growth in  a

18 monopoly cont ro l led market ,  whi le  reduc ing r isks

19 assoc ia ted wi thout  a  heavy re l iance on f in i te

20 foss i l  fue ls ,  f ina l ly  inc lud ing foss i l  fue ls .

21          Fa i r  pr ic ing for  QFs,  both smal l  and

22 large,  is  cr i t ica l  to  protect ing the long- term

23 interests  o f  Utah and Utah ra tepayers .   Utah Clean

24 Energy's  in terest  in  th is  docket  is  safeguard ing

25 Utah 's  proper  implementat ion of  PURPA laws and
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1 regulat ions.

2          Mr .  Duval l  c la ims that  Utah Clean

3 Energy's  oppos i t ions to  the Company's  proposed

4 modi f icat ions to  the avo ided cost  method is

5 in tended so le ly to  mainta in  ar t i f ic ia l ly  h igh

6 rates for  smal l  QF customers at  the expense of  the

7 Company's  customers.   Cont rary to  Mr .  Duval l ' s

8 c la ims,  i t  is  Utah Clean Energy's  goal  to  ensure

9 that  avo ided cost  pr ic ing fa i r ly  va lues renewable

10 energy e lect r ic i ty  generat ion at  least  in

11 pr inc ip le .

12          I t  is  the pos i t ion of  Utah Clean Energy

13 that  avo ided costs  should be a re f lec t ion of  the

14 actua l  avo idable  cost ,  inc lud ing costs  the Company

15 would o therwise incur  in  the absence of  QF

16 generat ions based on i ts  resource procurement

17 dec is ions.   As d iscussed in  my test imony in

18 mul t ip le  dockets ,  ra tepayers  wi l l  be on the hook

19 for  costs  assoc ia ted wi th  carbon regula t ions and

20 st randed assets .   The Company does inc lude carbon

21 costs  in  i ts  IRP analys is  and i ts  fue l  and energy

22 cost  pro ject ions.   Future carbon regula t ion is

23 even more cer ta in  now that  the proposed EPA ru les

24 for  nonexis t ing power  p lants  or  wi th  the proposed

25 EPA ru les.
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1          Any ad justments  removing the va lue of

2 est imated carbon regular i ty  costs  f rom Schedule 37

3 pr ic ing wi l l  d iscount  th is  impor tant  and growing

4 benef i t  renewable energy resources br ing to  the

5 system and reduce the probabi l i ty  o f  these r isk

6 mi t igat ing resources be ing bu i l t .   I t  is  my

7 opin ion that  th is  is  not  in  the publ ic  and

8 ratepayers '  in terest .

9          Current ly ,  the IRP presents  the Company's

10 best  publ ic  analys is  o f  the cost  and r isk

11 assoc ia ted wi th  the envi ronmenta l  impl icat ions of

12 i ts  resource dec is ions,  inc lud ing the costs  and

13 r isks assoc ia ted wi th  carbon regula t ion.   However ,

14 the Company has made spec i f ic  ad justments  to

15 ext ract  carbon costs  f rom i ts  o f f ic ia l  forward

16 pr ice curve and other  gr id  f i les  to  remove th is

17 value f rom the avo ided cost  pr ic ing.

18          I t  is  impor tant  to  remember  that

19 ratepayers ,  not  the Company,  wi l l  pay for  the

20 costs  that  the Company spec i f ica l ly  ext racted f rom

21 avoided cost  pr ic ing to  use one set  o f  assumpt ions

22 to determine the Company's  resource investment

23 st ra teg ies and a s t r ip  down set  o f  assumpt ions to

24 calcu la te  avo ided cost  pr ic ing for  PURPA does not

25 resul t  in  costs  that  are fa i r  to  ra tepayers .
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1          I f  the Company wi l l  agree to  cover  a l l

2 the costs  assoc ia ted wi th  fu ture carbon ru les and

3 hold ra tepayers  harmless,  then i t  might  be

4 appropr ia te  to  remove such costs  f rom QF pr ic ing.

5 But  as i t  s tands now,  ra tepayers  wi l l  be on the

6 hook for  these costs .   And i t  is  impor tant  to

7 value r isk  mi t igat ion of  QF renewables br ing to

8 the system at  least  to  the same extent  that  i t  is

9 va lued in  the Company's  IRP.

10          The IRP s tandards and gu ide l ines ca l l  for

11 avoided cost  pr ic ing to  be cons is tent  wi th  the

12 IRP.   Therefore,  to  the extent  that  costs

13 assoc ia ted wi th  envi ronmenta l

14 regulat ion- -envi ronmenta l  regula t ion are

15 cons idered in  the IRP.   These costs  should be

16 carr ied through to  avo id  cost  pr ic ing.

17          Schedule 37 and Schedule 38 are

18 di f ferent .   And whi le  the Company's  proposed

19 changes-- the Company's  proposed changes do not

20 make them cons is tent .   Schedule 37 was des igned to

21 be a s impler  method for  smal l  QFs that  do not  have

22 the negot ia t ing power  and resources of  large QFs.

23 A good example of  the d i f ferences in  the

24 calcu la t ion of  the energy payment .   The va lue of

25 solar  energy is  underva lued in  Schedule 37
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1 compared to  Schedule 38.

2          In  Schedule 37 method,  the energy va lue

3 is  ca lcu la ted us ing a ten megawat t  f la t  load

4 decrement  miss ing the va lue a so lar  QF br ings

5 dur ing summert ime heavy load hours .   In  cont rast ,

6 the Schedule 38 method uses actua l  supply curves

7 for  the spec i f ic  QF resource in  the gr id- - in  the

8 gr id  model ing in  order  to  ca lcu la te  a  more

9 accurate energy va lue that  bet ter  re f lec ts  the

10 value that  so lar  generat ion br ings in  heavy load

11 hours.   Th is  d i f ference a lone,  for  example,  resu l t

12 in  a  lower  less accurate energy va lue for  so lar

13 resources under  Schedule 37 re la t ive to  the more

14 resource spec i f ic  Schedule 38 method.

15          The Company proposes changes in  in terest

16 of  so-ca l led cons is tency have reduced avoided cost

17 pr ices wi thout  cons iderat ion of  the overa l l

18 method.   W i thout  cons iderat ion for  the overa l l

19 method cons iderat ion such as accuracy and

20 fa i rness.

21          So--and a lso regard ing the Company's

22 proposal  to  begin  charg ing in tegrat ion charges for

23 smal l  QFs,  there 's  not  enough evidence on the

24 record to  suppor t  smal l - -charg ing smal l  QFs

25 integrat ion charges at  th is  t ime.   For  example,
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1 there is  no evidence on the record that  smal l  QFs,

2 which in terconnect  to  the d is t r ibut ion system

3 level ,  wi l l  pay any in tegrat ion costs .

4          Fur ther ,  v i r tua l ly  a l l  smal l  QFs

5 current ly  cont racted for  are so lar  QFs.   An IRP

6 has not  conducted an in tegrat ion s tudy for  so lar .

7 Large QFs have the oppor tun i ty to  negot ia te  a

8 cred i t  for  the i r  benef i ts  that  they br ing to  the

9 t ransmiss ion and d is t r ibut ion system an

10 oppor tun i ty to  o f fset  some of  the in tegrat ion

11 costs  wi th  addi t iona l  system benef i ts .   Whereas

12 smal l  QFs have no such opt ions.   Unt i l  there is

13 more evidence and par t ies  have the oppor tun i ty to

14 examine the t rade of f  in  costs  and benef i ts  o f

15 smal l  QFs,  i t  is  premature to  charge smal l  QFs

16 wi th  an in tegrat ion charge.

17          And regard ing the capac i ty payment  and

18 capac i ty va lue,  there cont inues to  be confus ion

19 around renewable energy resources capac i ty fac tors

20 and the i r  capac i ty va lue.   The capac i ty fac tor  is

21 used to  est imate in  l ight  o f  energy produced by a

22 resource whi le  the capac i ty va lue or  cred i t  is  a

23 re l iab i l i ty  based ca lcu la t ion that  ass igns a va lue

24 to a resource based on i ts  ab i l i ty  to  reduce the

25 probabi l i ty  o f  a  loss of  load event  and to
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1 mainta in  system re l iab i l i ty .   For  example,  a  so lar

2 resources ef fect ive capac i ty va lue is  s ign i f icant

3 because i t  provides most  o f  i ts  generat ion dur ing

4 heavy load hours .   So lar  capac i ty va lue is  h igher

5 than i ts  capac i ty fac tor .

6          In  cont rast ,  wind genera l ly  has a h igher

7 capac i ty fac tor  than so lar ,  yet  a  lower  capac i ty

8 value.   Utah Clean Energy recognizes that  there

9 may need to  be an ad justment  to  the capac i ty

10 payment  ca lcu la t ion,  but  ra ther  than e l iminate the

11 capac i ty and energy payment  as the Company

12 proposes and ra ther  than ca lcu la t ing the payment

13 based on QF and maximum output  dur ing the peak out

14 per iod as is  the current  method,  which may

15 overest imate a QF's  capac i ty va lue.

16          The Commiss ion should cont inue to

17 author ize the capac i ty payment  opt ion,  but  modi fy

18 the capac i ty payment  to  re f lec t  the QF's  va lue in

19 re l iab ly meet ing load.   In  o ther  words,  the

20 capac i ty payment  o f fered to  renewable QFs should

21 be adjusted cons is tent  wi th  a  capac i ty va lue of  a

22 renewable resource,  but  should not  be e l iminated

23 as payment  opt ions.   I t  is  espec ia l ly  impor tant

24 not  to  e l iminate the capac i ty payment  when so lar

25 pro jects  are be ing undercompensated for  the i r
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1 energy va lue.

2          Regard ing cons is tency,  i f  cons is tency

3 between Schedule 37 and Schedule 38 is  the pr imary

4 object ive in  set t ing Schedule 37 avo ided cost

5 rates,  then we must  do a much more thorough review

6 and compar ison of  Schedule 37 and 38 methods that

7 have been presented in  th is  docket  to  ensure that

8 we are not  fur ther  sacr i f ic ing accuracy in

9 Schedule 37 pr ices.   Be ing se lect ive ly cons is tent

10 defeats  the ob ject ive o f  cons is tency.   Moreover ,

11 cons is tency between the methods has never  been the

12 pr ior i ty  in  set t ing the Schedule 37 avo ided cost

13 rates.

14          Schedule 37 and 38 has never  been set  in

15 the same manner .   In  fac t ,  Schedule 37 and 38 were

16 always in tended to  recognize that  there are

17 di f ferences between smal l  and large QFs and smal l

18 and large QF developers .

19          In  th is  docket ,  par t ies  have suppor ted

20 changes that  lower  the pr ices to  the po in t  that

21 Schedule 37 pr ices appear  to  be lower  than

22 Schedule 38 pr ices.   Th is  is  not  fa i r  and th is

23 does not  meet  the in tent  o f  PURPA.  That  conc ludes

24 my summary.   Thank you.

25          THE HEARING OFFICER:  Ms.  Hayes.
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1          MS.  HAYES:  Thank you.   Ms.  Wr ight  is

2 avai lab le  for  cross-examinat ion.

3          THE HEARING OFFICER:  Thank you.

4          MR.  SOLANDER:  No quest ions.   Thank you.

5     EXAMINATION

6     BY-MR.JETTER:

7     Q.    Good morn ing,  Ms.  Wr ight .

8     A.    Good morn ing.

9     Q.    I  jus t  have a few quest ions.   I  would

10 l ike to  s tar t  wi th  a  few quest ions about  the

11 integrat ion cost  o f  Schedule 37 customers.   Is  i t

12 a fa i r  s ta tement  that  the in tegrat ion costs  are

13 intended as a measure of  the cost  to  a  power

14 system bet ter  incurs  as i t  responds to  the

15 var iab i l i ty  any uncer ta in ty o f  in termi t tent

16 generat ion resources l ike so lar ,  wind,  the types

17 of  resources we genera l ly  see in  Schedule 37

18 customers?

19     A.    I 'm not  an exper t  on how these s tud ies

20 are completed and everyth ing that  goes in to  them.

21 I 'm sure that  is  par t  o f  i t .   I t  probably has to

22 do wi th  where i t  is  on the t ransmiss ion system.

23 We have to  re l iab ly meet  load at  a l l  t imes and

24 load is  var iab le ,  as  wel l .

25     Q.    Okay.   Is  there a d i f ference between 2.9
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1 megawat t  windmi l l  and a 3 .1  megawat t  windmi l l  in

2 the var iab i l i ty  i f  the two are at  the same s i te?

3     A.    Wel l ,  I  would say-- i f  they ' re  a t  the same

4 si te?

5     Q.    Yes.

6     A.    No.

7     Q.    And so would a  customer  be ind i f ferent  i f

8 there were two d i f ferent  pr ic ing ca lcu la t ions for

9 one be ing at  2 .9  and one be ing at  3 .1?

10     A.    Wel l ,  I  guess I  should revise the las t

11 quest ion.   There may be a d i f ference based on

12 where i t  is  on the d is t r ibut ion system.   And most

13 of  the smal l  QFs are so lar  connect ing to  the

14 dis t r ibut ion system.

15     Q.    Okay.   Let 's  use an example.   Let 's  say

16 in my hypothet ica l  we have an indust r ia l  park  that

17 has-- le t 's  say we have 80 owners in  th is

18 indust r ia l  park  and each owner  has i ts  ind iv idual

19 one megawat t  so lar  pro ject  on the i r  roof .   Is  the

20 col lec t ive 80 megawat t  so lar  there go ing to  be

21 di f ferent  in  i ts  var iab i l i ty  or  i ts  cost  to  the

22 power  system as opposed to  a  ne ighbor  that 's

23 across the s t reet ,  le t ' s  say,  wi th  an 80 megawat t

24 Schedule 38 so lar  ar ray?

25     A.    Wel l ,  i t  probably wouldn ' t  be across the
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1 st reet ,  but ,  yes,  the Company has done s tud ies on

2 adding megawat ts  o f  so lar  on the d is t r ibut ion

3 system in  Toquervi l le  and Del ta  area.   And they

4 found out  that  by adding i t  to  the d is t r ibut ion

5 system,  i t  ac tua l ly  reduced the peak demand on

6 that  d is t r ibut ion system.   So i t  d id  br ing

7 benef i ts  to  that  system.   So,  yes,  when i t  goes

8 onto the d is t r ibut ion system,  there may be

9 benef i ts  that  are not  be ing ca lcu la ted and added

10 into  the--or  cons idered when adjust ing the--when

11 look ing at  the in tegrat ion costs .

12     Q.    Okay.   And wi th  respect  to  the other

13 in tegrat ion costs  l ike  responding to  the

14 var iab i l i ty  and the output ,  would those be the

15 same for  both?

16     A.    You know what?  Unfor tunate ly,  I 'm not  an

17 exper t  on in tegrat ion s tud ies.   And my po in t  in

18 th is  case is  that  there hasn ' t  been a s tudy that

19 looked at  that ,  the impacts  o f  in tegrat ing on the

20 dis t r ibut ion system.   I 'm not  an exper t  so I  can ' t

21 answer  those quest ions.

22     Q.    Okay.   Let  me move on jus t  to  a  couple

23 br ie f  quest ions.   You test i f ied both in  your

24 pref i led test imony and your  comments  that  you

25 bel ieve that  the Commiss ion should re ta in  both the
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1 energy on ly and the capac i ty and energy separate

2 opt ions for  the QFs under  Schedule 37;  is  that

3 correct?

4     A.    Yes.

5     Q.    And those would resu l t  in  d i f ferent

6 pr ices to  the QF;  is  that  cor rect?

7     A.    Unless they are changed to  make them more

8 cons is tent ,  yes.

9     Q.    Okay.   And is  i t  accurate that  a

10 customer 's  on ly ind i f ferent  to  one pr ice?

11     A.    I 'm sure there 's  a  range of  var iab i l i ty

12 on that ,  but  i f  you want  jus t  one exact  pr ice,

13 then-- I  don ' t  know.   I t  depends on i f  the pr ice is

14 accurate.

15     Q.    Okay.   But  there would on ly be one actua l

16 pr ice- -whether  we h i t  i t  prec ise ly wi th  a  Schedule

17 37 method,  there would,  in  rea l i ty ,  on ly be one

18 actua l ,  per fect  avo ided cost  pr ice?

19     A.    I ' ve  never  seen a per fect  avo ided cost

20 pr ice,  but  in  theory,  that 's  cor rect .

21     Q.    And so i f  there 's  two d i f ferent  methods

22 that  resu l t  in  d i f ferent  pr ic ing,  one of  those

23 would not  be an accurate re f lec t ion of  the avo ided

24 cost?

25     A.    I ' l l  accept  that .
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1     Q.    Okay.   And jus t ,  f ina l ly ,  wi th  respect  to

2 the capac i ty payments  dur ing the suf f ic iency

3 per iod,  are you aware of  any s imple cyc le

4 combined--or ,  excuse me--s imple cyc le  combust ion

5 turb ine that  wi l l ,  in  fac t ,  be avo ided?  Is  there

6 anyth ing in  the IRP p lan to  bu i l t  a  fac i l i ty  that

7 would be avo ided?

8     A.    My po in t  around the having a capac i ty

9 payment  is  that  the capac i ty payment  isn ' t  that

10 they-- the way that  the so lar  is  modeled,  i t  is  not

11 receiv ing fa i r  va lue for  the energy i t  provides

12 dur ing those peak market  purchases.   So I  don ' t

13 know of  a  s imple cyc le ,  but  unt i l  we look at  the

14 whole model  co l lec t ive ly,  the whole- - look ing at

15 how we ca lcu la te  37,  to  take away the capac i ty

16 payment  wi thout  look ing at  how the energy is

17 calcu la ted wi l l  be undercompensat ing the so lar

18 resources.

19     Q.    Okay.   But  i f  we can compensate,  then,

20 for  a  pro ject  that 's  not  a  proposed pro ject  that

21 doesn ' t  ex is t  that  l ike ly wi l l  never  exis t ,  that

22 would be a pret ty inaccurate way to  ca lcu la te

23 that ;  isn ' t  that  cor rect?

24     A.    I 'm bas ing my pos i t ion on the

25 Commiss ion 's  previous ru l ings and how we've a lways
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1 calcu la ted the va lue for  Schedule 37.

2     Q.    Okay.   So jus t  because we've done i t  in

3 the past ,  that  we should keep do ing i t?

4     A.    Or  f igure out  a  model  that  is  more

5 accurate.

6          MR.  JETTER:  Okay.   Those are a l l  the

7 quest ions I  have.   Thank you.

8          MS.  WRIGHT:   Thank you.

9          THE HEARING OFFICER:  Mr .  Olsen?

10          MR.  OLSEN:  Yeah,  I  have a few,  i f  I  may,

11 Your  Honor .   And I 'm not  qu i te  sure how the

12 Commiss ion does th is .   I ' ve  got  a  couple o f

13 exhib i ts  that  I  would l ike to  take f rom var ious

14 IRPs.   Perhaps Ms.  Wr ight  cou ld  conf i rm that

15 they' re  accurate representat ions of  the IRPs and I

16 could submi t  them at  that  t ime and that  would be a

17 fa i r  process?

18          THE HEARING OFFICER:  That 's  typ ica l  o f

19 what  we would do.   Do you have copies for  counsel

20 and the repor ter?

21          MR.  OLSEN:  I  do,  Your  Honor .   And I  a lso

22 have copies of  the IRPs,  so i f  I  may approach.

23          THE HEARING OFFICER:  Absolu te ly.

24          So we' l l  mark th is  as OCS Cross Exhib i t

25 No.  1  for  ident i f icat ion.
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1          MR.  OLSEN:  Thank you,  Your  Honor .

2          Just  so that  we may make sure that  th is

3 is  an accurate representat ion,  I  would l ike to

4 give the IRP to  the wi tness so she can look at  i t .

5          MS.  WRIGHT:   I  would- -

6          MR.  OLSEN:  I f  you ' re  wi l l ing to  accept

7 that ,  then I 'm happy wi th  that .   Thank you.

8          Your  Honor ,  jus t  as  a  mat ter ,  I ' ve  got

9 three of  them.  Should I  do them a l l

10 s imul taneous ly?

11          THE HEARING OFFICER:  Might  be ef f ic ient

12 i f  you d id  them a l l .

13          MR.  OLSEN:  Then I  wi l l  do that .

14          THE HEARING OFFICER:  I f  that 's

15 convenient  for  you.

16          So Cross Exhib i t  1  for  ident i f icat ion is

17 a page f rom--ostens ib ly f rom Paci f iCorp 's  2011

18 IRP.

19          MS.  WRIGHT:   I f  you want  me to  ver i fy

20 that ,  I  wi l l .

21          MS.  HAYES:  Can I  get  a  copy of  the ones

22 you ' re- -

23          MR.  OLSEN:  Oh,  I  apolog ize.

24          Would you l ike to  see that  to  conf i rm

25 that .
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1          MS.  WRIGHT:   I  mean,  i f  i t ' s  bet ter  for

2 the record to  have me conf i rm i t ,  I 'm happy to .

3          THE HEARING OFFICER:  I f  you ' re  ab le  to

4 accept  these at  least  subject  to  check,  that 's ,  I

5 th ink,  an ef f ic ient  way to  proceed.

6          MR.  OLSEN:  I  apprec ia te  that .

7          THE HEARING OFFICER:  The second exhib i t

8 for  ident i f icat ion is  page 174 f rom the 2013 IRP.

9          MR.  OLSEN:  And wi th  the Commiss ion 's

10 permiss ion,  I ' l l  do No.  3 ,  which is  the equiva lent

11 of  the draf t  f rom the 2015 IRP.

12          THE HEARING OFFICER:  And so th is  wi l l  be

13 Cross Exhib i t  No.  3  for  ident i f icat ion.

14          MR.  OLSEN:  I  have one f ina l  exh ib i t ,

15 Your  Honor .   Your  Honor ,  th is  is - -excuse

16 me--Commiss ioner ,  th is  is  a  page-- for  the record,

17 i t ' s  page 224 and 225 of  the Pac i f iCorp IRP of

18 2013.

19          THE HEARING OFFICER:  Th is  wi l l  be marked

20 OCS Cross Exhib i t  4  for  ident i f icat ion.

21     EXAMINATION

22     BY-MR.OLSEN:

23     Q.    Ms.  Wr ight ,  your  rebut ta l  tes t imony at

24 l ines 152 and 153--

25     A.    Could you excuse me,  I ' l l  get  them?
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1     Q.    Yeah,  thank you.

2     A.    I 'm there.

3     Q.    Thank you.   You sa id  avo ided cost  pr ic ing

4 should inc lude carbon costs  cons is tent  wi th  the

5 Company's  base case IRP assumpt ion.   Is  that

6 correct?

7     A.    Yes.

8     Q.    I f  I  cou ld  ask you to  look at  the 2011

9 handout ,  which I  guess was No.  1 ,  i t  re ferences

10 Table 7 .5 .   Do you have that  in  f ront  o f  you?

11     A.    Seven po in t - -sor ry,  I  have 7.6 .

12          MS.  HAYES:  7 .5  is  on the back.

13 BY MR. OLSEN:

14     Q.    Sorry,  i t ' s  a  two-s ided copy.   Thank you.

15 I  apolog ize.

16     A.    You need rea l ly  good eyes.

17     Q.    Indeed.   In  look ing at  th is  IRP model ing,

18 can you te l l  me for  the record how many cases the

19 IRP modeled?

20     A.    Wel l ,  I  be l ieve they d id  more than 16

21 here.   So i f  you look at - -accord ing to  th is  tab le ,

22 I  don ' t  remember  i f  they d id  any more than th is .

23 Are you saying that  they- -wel l ,  they d id  more than

24 33 because they d id  some subsets  l ike 38.   So I 'm

25 not  go ing to  count  them, but  i t  looks l ike 34 or
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1 35 maybe.

2     Q.    And i f  you look at  the page 165 por t ion

3 of  that  exh ib i t  and those are label led core cases,

4 how many core cases could  they--

5     A.    I t  looks l ike 19--or  20,  maybe.

6     Q.    20,  cor rect .   That 's  exact ly .   Of  a l l  o f

7 those cases that  we 've re fer red to ,  which of  those

8 are label led base case?

9     A.    I  would have to  go back to  the IRP and

10 they re fer  to  scenar ios as the i r  base case

11 scenar ios in  the IRP and the meet ings.   And so I

12 would have to  go back and f ind out  which one

13 corresponds because of ten in  the IRP,  the language

14 they use at  some of  the i r  tab les doesn ' t  match the

15 language everywhere,  but  that 's  a  good po in t .

16 That  would need to  be c lar i f ied.

17     Q.    I f  I  cou ld  ask you to  look at ,  I  guess,

18 No.  2 ,  which is  f rom the 2013 IRP--

19     A.    Yes.

20     Q.    - -Table  7 .6 .

21     A.    I 'm there.

22     Q.    How many cases d id  the Company model  for

23 2013?

24     A.    They d id  qu i te  a  few because they modeled

25 mul t ip le  t ransmiss ion scenar ios on top of  the i r
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1 core cases.   Each core case four  or  f ive

2 t ransmiss ion scenar ios,  as wel l .

3     Q.    And in  those,  are any of  those label led

4 base case?

5     A.    In  th is  scenar io- -again ,  th is  is  a  mat ter

6 of  semant ics .   They ca l l  the i r  cases the run base

7 cases,  but  i t ' s  usual ly- - in  th is  case I  th ink  the

8 base case was medium.   They went  f rom zero to  the

9 medium scenar io .   So I  accept  that  the language

10 would need to  be c lar i f ied.   And I  a lso accept

11 that  i t  wi l l  change as IRPs go forward.

12     Q.    And that ,  in  fac t ,  one por t ion of  that

13 has a zero expectat ion CO2 pr ic ing?

14     A.    No.   I t  doesn ' t  have a zero expectat ion

15 of  pr ic ing.   A number  o f  years  ago the Utah

16 regulators  asked for  them to  run a zero case to

17 see what  that  would look l ike.   I  don ' t  be l ieve

18 people rea l ly  be l ieved there wi l l  be zero carbon

19 costs  in  the fu ture and i f  we do,  we move in

20 per i l .

21     Q.    That 's  jus t  your  pos i t ion,  I  expect .

22 Look ing at  the cross-examinat ion Exhib i t  4- -

23     A.    Is  that  the large one?

24     Q.    No,  that - -oh,  excuse me,  3 ,  which is

25 the--no,  i t  is  4 .   Excuse me,  4 ,  which is  the
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1 two-page exhib i t .   I t  says- -and on page--what  is

2 label led page 224 wi th  a  char t  on the bot tom of

3 i t ,  do you see that?

4     A.    Yes.

5     Q.    W i l l  you look at  the f i rs t  paragraph,

6 could you p lease read the-- read that  fu l l

7 sentence?

8     A.    "Por t fo l io  C07 under  Energy Gateway

9 Scenar io  2  ranks h ighest  among the remain ing

10 por t fo l ios  on a r isk-ad justed PVRR bas is ,  and was

11 selected as the pre l iminary prefer red por t fo l io

12 for  the 2013 IRP."

13     Q.    So the prefer red por t fo l io  in  2013 was

14 the C07;  is  that  cor rect?

15     A.    Yes.

16     Q.    And i f  you ' l l  look- - jus t  to  a f f i rm that ,

17 i f  you ' l l  look on the next  page,  p lease,  on page

18 225,  and there 's  a lso a s l ight  ad justment  that

19 I 've marked wi th  ye l low.   Could you read that  for

20 the record,  p lease?

21     A.    The Company has se lected por t fo l io

22 EG2-C07 as the 2013 IRP prefer red por t fo l io .

23     Q.    Thank you.   And then re fer r ing back to

24 Exhib i t  No.  2 ,  look ing at  C07,  the C02 pr ice is

25 l is ted as zero,  is  i t  not?
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1     A.    I t  is .   I  don ' t  know whether  they had a

2 high gas pr ice in  that  scenar io  and they had a low

3 coal  pr ice in  that  scenar io .   So one factor  does

4 not  determine the por t fo l io  outcome and I  don ' t

5 know what  was in  C07 regard ing RPSs.   So i t ' s  very

6 dangerous.   I f  we wanted the Company to  p lan for

7 s ing le  r isk  issues and to  model ing for  s ing le  r isk

8 issues,  we would ask them to  do that .   But  what

9 they' re  running is  scenar ios and a mixture o f

10 di f ferent  assumpt ions.

11     Q.    And a l l  o f  those are represented in  the

12 IRPs,  are they not?

13     A.    Yes.   A var ie ty o f  d i f ferent  scenar ios

14 are run for ,  f i rs t ,  the system opt imizer  model .

15 And that 's  a  model  that  jus t  se lects  a  var ie ty o f

16 por t fo l ios  that  then undergo r isk  analys is  a f ter

17 that .

18     Q.    And i t  y ie lds a  var ie ty o f  cases,  so i f

19 your  s ta tement  is  that  the Commiss ion should re ly

20 on the IRP and cases presented in  the IRP,  the

21 fact  is ,  isn ' t  i t  t rue,  then,  that  the

22 recommendat ion- - the IRP base case assumpt ion is

23 going to  g ive l i t t le  meaningfu l  gu idance because

24 there are a lmost  innumerable cases in  the IRP that

25 you provide?
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1     A.    And that  same th ing ho lds t rue for

2 natura l  gas pr ices.   They have a var ie ty o f

3 d i f ferent  scenar ios for  natura l  gas pr ices.   And

4 they genera l ly- - they choose the base case scenar io

5 as the i r  o f f ic ia l  forward pr ice curve to  do the

6 pr ices.   There are var iab i l i t ies- - I 'm sorry,  my

7 glasses are of f  to  read.   I  have to  put  them back

8 on to  see you.   But  there are a  var ie ty o f

9 assumpt ions that  are used in  the IRP,  d i f ferent

10 solar  pr ice curve,  d i f ferent  energy pr ice curve,  I

11 mean,  fue l  pr ice curve,  and they' re  a l l - - i f  you

12 want  to  say unknown,  we don ' t  know exact ly  what  i t

13 wi l l  be.   And they chose a h igh gas pr ice curve so

14 then to  fo l low your  log ic  to  i ts  fu l l  extent ,  we

15 should be running a h igh gas pr ice curve in  the

16 avoided cost  pr ic ing.

17     Q.    I  th ink  my po in t  was s impler  than that

18 s imply to  say that  you use the IRP is  not  go ing to

19 give-- that  there are e f fec t ive ly 30 or  so

20 scenar ios that  are run in  the IRP,  the var ious

21 IRPs.   And the IRP i tse l f  wi l l  p rovide l i t t le

22 guidance.

23     A.    But  i f  we go back to  the IRP s tandard and

24 guide l ines,  i t  says that  avo ided cost  pr ic ing

25 should be cons is tent  wi th  the IRP.
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1     Q.    And you sa id  the base case?

2     A.    That 's  the lowest ,  rea l ly ,  pr ice o ther

3 than zero that  they gave.   I 'm g iv ing the pr ice

4 that  the Company--you know,  I 'm not  saying i t

5 should be the h igh pr ice.   Personal ly ,  I  may

6 bel ieve that 's  a  more l ike ly outcome when you look

7 at  the sc ience of  c l imate change and when f ina l ly

8 i t  wi l l  take act ion.   But  I  set  the lower  pr ice.

9 I  suggested that  pr ice because that 's  the pr ice

10 that  the Company tends to  weigh more heavi ly  on.

11          MR.  OLSEN:  I  have no fur ther  quest ions,

12 Your  Honor- -or  Commiss ioner ,  excuse me.   Course of

13 habi t ,  I  apo log ize.

14          THE HEARING OFFICER:  Thank you.

15 Mr.  Dodge?

16          MR.  DODGE:  Thank you.   Ms.  Wr ight ,  I  do

17 have a few quest ions.

18     EXAMINATION

19     BY-MR. DODGE:

20     Q.    I  th ink  the record is  very confused r ight

21 now and I  would l ike to  see i f  we could  maybe get

22 back to  what  you actua l ly  sa id .   I  would l ike to

23 refer  you back to  l ines 152 and 153 of  your

24 rebut ta l  and ask you whether  your  summary sa id

25 that  avo ided cost  pr ic ing should inc lude carbon
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1 costs  cons is tent  wi th  the Company's  base case IRP

2 assumpt ions or  d id  you say the base case por t fo l io

3 or  d id  you say the base case runs?

4     A.    Base case assumpt ions.

5     Q.    So le t 's  ta lk  about  that .   A l l  these

6 exhib i ts  are ta lk ing about  por t fo l ios  and both

7 core cases and other  cases run,  sens i t iv i ty  cases

8 run.   You jus t  ta lked about  base case assumpt ions,

9 r ight?

10     A.    That  is  cor rect .

11     Q.    Do you have an unders tanding when the IRP

12 runs gas pr ices,  for  example,  now that 's  an

13 assumpt ion that  goes in to  the IRP l ike you

14 reference an assumpt ion.   An assumpt ion is  gas

15 pr ices.   What  leve ls  o f  gas pr ices- -what  do they

16 label  the i r  three gas pr ice assumpt ions;  do you

17 know?

18     A.    I  be l ieve i t ' s  low,  base,  and h igh.

19     Q.    So when you say a base case assumpt ion,

20 i f  we were ta lk ing about  gas,  would you mean the

21 middle  one,  the base case gas assumpt ion versus

22 the h igh or  low assumpt ion?

23     A.    That 's  cor rect .

24     Q.    Now,  le t 's  now go to  CO2.   When they made

25 assumpt ions that  they used in  the i r  var ious core
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1 and sens i t iv i ty  runs and in  se lect ing por t fo l ios ,

2 do you know what  three assumpt ions they used for

3 CO2 pr ices and what  they label led them?

4     A.    I  th ink  they label led them under- - they

5 cal led i t  base case scenar ios so there 's  probably

6 a l i t t le  confus ion and I  would have to  go back and

7 read,  but  they have a zero,  a  medium-- I  don ' t  know

8 i f  i t ' s  h igh.   They a lso have a hard cap case.

9 They have two hard cap cases.   The medium is

10 actua l ly  the lowest  case that  they have.

11     Q.    And when we go back,  for  example,  to

12 Cross Exhib i t  No.  2 ,  that  has CO2 pr ices,  they

13 have medium,  h igh,  and zero,  r ight?  And is  i t  a

14 fa i r  s ta tement  that  zero is  the low,  medium is  the

15 base,  and h igh is  the h igh?  Is  that  what  you

16 meant  when you sa id  the base case assumpt ion?

17     A.    Yes,  i t  is .

18     Q.    So the medium in  the 2011--was that  the

19 2011?  2013.   The medium in  the 2013 is  what  you

20 meant  when you sa id  base case assumpt ion as the

21 CO2 pr ices?

22     A.    Yes.

23     Q.    And is  i t  a lso your  unders tanding that

24 when the Company ran avo ided cost  pr ic ing at  least

25 pr ior  to  the spr ing of  2014,  that  i t  used i ts
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1 forward pr ice curve that  inc luded the base case

2 CO2 assumpt ion?

3     A.    Yes.

4     Q.    And when you asked for  cons is tency,  is

5 that  the cons is tency you ' re  ask ing for  that  they

6 cont inue to  use the i r  own best  pro ject ion of

7 fu ture pr ices inc lud ing CO2 costs?

8     A.    Yes,  i t  is .

9          MR.  DODGE:  Thank you.   No fur ther

10 quest ions.

11          THE HEARING OFFICER:  Ms.  Hayes.

12          MS.  HAYES:  I ' l l  jus t  ask one fo l low-up

13 quest ion.

14     EXAMINATION

15     BY-MS.HAYES:

16     Q.    So Mr.  Olsen was ask ing you about  these

17 exhib i ts .   Is  the- -and these are core case

18 assumpt ions.   Is  case model ing the on ly por t ion of

19 the IRP that  looks at  carbon costs?

20     A.    No,  i t ' s  not .

21     Q.    So carbon costs  fac tor  in to  o ther

22 assumpt ions used in  the IRP?

23     A.    Yes,  i t  does.

24     Q.    Does the carbon cost  assumpt ion factor

25 in to  the Company's  o f f ic ia l  forward pr ice curve?
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1     A.    Yes,  i t  does.

2          MS.  HAYES:  No fur ther  quest ions.

3          THE HEARING OFFICER:  Quest ions f rom the

4 Commiss ion?  Commiss ioner  LeVar .

5          COMMISSIONER LeVAR:  Thank you.

6     EXAMINATION

7     BY-COMMISSIONER LeVAR:

8     Q.    Can I  pose a hypothet ica l?   And i f  i t

9 gets  too s t ra ined,  p lease te l l  me.   So cons ider  a

10 two megawat t  QF so lar  that  leads d i rect ly  in to  the

11 dis t r ibut ion system.   And i f  that  QF reduced the

12 dis t r ibut ion system heat  load to  create an event

13 that  you spoke about  ear l ier  in  your  tes t imony,  i f

14 that  QF were a l lowed to  negot ia te  a  cont ract  under

15 Schedule 38 ra ther  than take a pr ice on 37,  cou ld

16 that  peak load reduct ion be negot ia ted under  the

17 current  s t ructure 38?

18     A.    Yes,  i t  cou ld .   But  that  doesn ' t  get

19 around the fact  that  smal l  QFs don ' t  have the

20 negot ia t ing power  that  large QFs do.

21          COMMISSIONER LeVAR:  Okay,  thank you.

22 That 's  a l l  I  have.

23          THE HEARING OFFICER:  Anyth ing fur ther?

24 Thank you,  Ms.  Wr ight ,  you ' re  excused.

25          THE WITNESS:  Thank you.   Mr .  Dodge,
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1 you 've asked us to  rece ive your  wi tness 's

2 test imony as an unsworn publ ic  wi tness comment?

3          MR.  DODGE:  Yes.   And I  don ' t  know that

4 i t  requi res a  mot ion.   I t  would be as though we

5 sent  a  le t ter .   I t ' s  in  the record.   We unders tand

6 the impl icat ions of  your  inab i l i ty  to  re ly upon i t

7 for  a  fac tua l  f ind ing,  but  i t ' s  in  that  context  we

8 would request  that  the Commiss ion cons ider  that

9 test imony.

10          THE HEARING OFFICER:  I  jus t  wanted to  be

11 c lear  that  that  request  would be honored and

12 granted.

13          MR.  DODGE:  Thank you.

14          THE HEARING OFFICER:  Is  there anyth ing

15 else to  come before the Commiss ion today?  We' re

16 adjourned.   Thank you a l l  very much.   We' re  o f f

17 the record.

18 (Hear ing conc luded at  11:17 a.m.)

19

20

21

22

23

24

25
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