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Please state your name, business address, and present position with PacifiCorp
dba Rocky Mountain Power (“RMP” or the “Company”).

My name is Paul H. Clements. My business address is 201 S. Main, Suite 2300,
Salt Lake City, Utah 84111. My present position is Senior Originator/Power
Marketer for Rocky Mountain Power.

How long have you been in your present position?

I have been in my present position since December 2004.

Please describe your education and business experience.

I have a B.S. in Business Management from Brigham Young University. | have
been employed with PacifiCorp since 2004 as an originator/power marketer
responsible for negotiating qualifying facility contracts, negotiating interruptible
retail special contracts, and managing wholesale or market-based energy and
capacity contracts with other utilities and power marketers. | also worked in the
merchant energy sector for approximately six years in pricing and structuring,

origination, and trading roles for Duke Energy and Illinova.

PURPOSE AND SUMMARY

Q.

A

What is the purpose of your testimony?

The purpose of my testimony is to introduce a renewable energy customer option
in the form of a pilot program called the Subscriber Solar Program (the “Program”),
which the Company is seeking approval to offer to its Utah customers. My
testimony explains why the proposed Program is in the public interest and provides
a detailed description of the proposed Program. My testimony is accompanied by

the direct testimony of Mr. Loren P. Morse, who explains the marketing,
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administration, and billing for the Program.

Please summarize the proposed the Program.

The Program will offer RMP customers in Utah the opportunity to buy electricity
from a solar photovoltaic (“PV”) resource (or resources) to be acquired by the
Company. Specifically, customers will be able to purchase blocks of electricity
from the solar resource at a fixed price, called the Solar Block Generation Charge.
A block of electricity is expected to be equal to 200 kilowatt-hours (“kWh”).! The
kWh block purchases will be used to offset the customer’s actual billed electricity
usage at their home or business. Customers will subscribe to a specific solar project
or group of solar projects owned or contracted by RMP. Customers may buy blocks
of solar energy at a fixed (locked-in) cost of generation for two, five, seven or 10
year terms. Customers will continue to pay all delivery-related costs (i.e., non-
generation related costs for transmission, distribution and customer services)
through a Solar Block Delivery Charge in addition to the Solar Block Generation
Charge. While the Solar Block Generation Charge will be locked in for the duration
of the subscription period, the Solar Block Delivery Charge will be subject to
change in future rate proceedings. Additionally, participating customers will be
subject to all other charges on their otherwise applicable rate schedule except for
the energy balancing account (“EBA”) tariff rider following the first year of

enrollment.2 The Company will calculate the final costs for the Solar Block

! The size of the block will be validated after the solar resource is selected and the capacity factor (expected
output) of the resource is finalized.

2 Since the EBA is for recovery of the prior year’s power costs, the Company proposes to apply the EBA
adjustment to the subscribed energy during the first year of enrollment (or period applicable to the recovery
of the EBA) so those costs will not be shifted to other customers. Thereafter, the EBA will not apply to the
subscribed energy.
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Generation Charge following selection of the solar resource.

The Program will be available to residential, small non-residential and large
non-residential customers. The Program is optional and is designed such that those
who participate in the Program will pay all costs associated with the Program. There
will be no subsidization of this Program by non-participating customers if the
Program is fully subscribed. This Program was developed in response to customer
requests and interest in a “green tariff” or a way for customers to meet their
electricity needs with specific renewable resources.

Q. How is your testimony organized?

My testimony is organized as follows:

o First, | provide a general overview of the proposed Program and a
comparison of the Program to the existing Blue Sky program; and | discuss
why this new Program is in the public interest and should be implemented
as a pilot program.

. Next, | provide an overview of the market research performed by the
Company when developing the Program.

o Last, | provide a detailed description of the proposed Program, including:
1) Program eligibility and basic design, 2) the solar resource selection

process, 3) the pricing of the solar blocks, and 4) regulatory accounting.

SUBSCRIBER SOLAR PROGRAM OVERVIEW

Q. Does the Company intend to offer the Program as a pilot program?

A. Yes. Given the unique nature of the Program, the Company intends for this initial
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offering to be treated as a pilot program. The Company is seeking approval to make
a one-time acquisition of a solar resource® and then to implement the Program to
allow subscriptions to that resource. On or around 18 months after the approval of
the Program, the Company will file a report with the Commission assessing the
implementation of the Program and will make a recommendation whether the
Program should expand to include additional solar resource acquisitions (and
subsequent subscriptions) or whether the Program should be limited to the initial
solar resource with no additional solar resources.

The Company has attempted to design the Program in a manner that will be
easy for customers to understand and easy for the Company to implement without
impacting rates for other customers. However, the Company recognizes that the
Program will require monitoring during implementation and that changes may be
required as the Company gains experience. The Company does not intend for the
Program and its design to set precedent in any other proceeding or program.

Q. What are the primary objectives of the Program?
The key objective, assuming 100 percent subscription, is to provide additional
choices to customers through a program that is self-funding, self-sustaining and
ratepayer neutral, meaning non-subscribers will not be burdened with any of the
costs of the program.* Another objective is to give interested Utah customers the

option to support solar development in Utah.

3 The solar resource may consist of multiple projects to achieve the targeted size.

4 The Company has built into the Program costs a forecasted ramp rate for subscriptions and the assumption
that the Program will be fully subscribed following the initial ramp-up period. If the ramp rate occurs as
expected and the program is fully subscribed when expected, there will be no material impact to non-
subscribing customers.
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Is the Program replacing the Blue Sky Program?

No. The Program is an additional renewable energy program that provides another
option for customers who desire to support renewable energy. The Company
launched Blue Sky as a block purchase program based on Renewable Energy
Credits (“RECs”) that allows customers the choice, for a nominal fee, to support
the expansion of renewable energy. Today, nearly 40,000 Utah customers have
voluntarily signed up for the Blue Sky Program. The Blue Sky Program provides
customers an easy and cost-effective way to assist in the development of renewable
energy. The Program will take advantage of the significant brand value of the Blue
Sky Program for marketing and communication purposes but will be a new and
distinct program.

How is the Program different than the Blue Sky Program?

The Blue Sky customer is supporting the expansion of renewable energy through
REC purchases. Under the Blue Sky Program, the Company purchases RECs on
behalf of customers who participate. A customer who participates in the current
Blue Sky block purchase program does not receive an electricity usage offset from
their block purchases. The Program is designed for customers who desire to make
a longer term commitment (at least two years) to a specific resource, with the
energy from that resource reflected on their monthly bill.

Why is the Company launching the Program at this time?

The federal solar investment tax credit (“ITC”) is a 30 percent federal tax credit for
solar systems that is currently in effect through December 31, 2016. After that date,

under current law, the credit will drop to 10 percent. To be eligible for the credit,
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the project must be placed in service by the end of 2016. Given the timing
requirements for financing and construction of the solar facility and completion of
the necessary interconnection facilities, projects must, in practicality, receive a
notice to proceed by the fourth quarter of 2015 in order to be placed in service by
the December 31, 2016 tax sunset date.

For this reason, the Company is seeking to implement the Program by the
fourth quarter of 2015 in order to issue a notice to proceed to the bidder(s) selected
in response to the request for proposal (“RFP”) for the Program resource, which the

Company issued in May 2015.

OVERVIEW OF MARKET RESEARCH ON SUBSCRIBER SOLAR

Q.

A

What led the Company to explore subscriber solar?

The Company received numerous informal inquiries from large industrial
customers and from several municipalities regarding options for customers to
purchase a portion of their electricity needs from renewable resources, even if such
purchases were made at a premium to regular tariff rates. This led the Company to
perform more detailed market research to better understand the level of customer
interest and how the Company could best meet the needs and desires of its
customers.

What type of information did the Company compile to demonstrate that
customers want the ability to choose renewables as a supply choice and that a
subscriber or community solar program would be desirable to certain
customers?

The Company conducted two market research studies in Utah. The first was a
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qualitative set of one-on-one interviews of opinion leaders in Utah showing that

RMP:

. Has an excellent brand reputation.
. Has high overall satisfaction.

o Is trusted by its customers.

A summary of the findings of the opinion leader research is attached as Exhibit
RMP___ (PHC-1). The interviews also showed that: (1) customers prefer the
subscriber solar option for obtaining renewable energy over other options; and (2)
community leaders support an optional program and are willing to solicit support
for a subscriber solar program in their community.

The Company conducted a separate customer research survey in July 2014
with Market Strategies International (“MSI”), which sought to determine
similarities and differences in demographic characteristics and attitudes of
distributed generation (“DG”) customers compared to the general residential
customer base, and to PacifiCorp Blue Sky participants. A summary of the key
findings from that survey is attached to my testimony as Exhibit RMP___ (PHC-2).
The survey also evaluated the likelihood of the general residential customer class
and current Blue Sky participants to adopt a subscriber solar option or a rooftop
referral program. 2,200 RMP residential customers, DG customers and Blue Sky
customers participated in the survey. The following were key findings of the
survey:

) Interest in solar is high among all residential customer groups surveyed;

customers respond favorably to the prospect of their utility as a solar power
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155 provider offering home/rooftop and subscriber-based community shared

156 solar solutions.

157 . A majority of the current non-DG customers indicated they would consider
158 subscribing to a community shared solar offering from their utility.

159 . Among the majority of customers, the expectation is that any investment
160 they make in solar will ultimately result in bill savings.

161 o Though most recognize and value the environmental benefits of solar
162 power, the appeal of home/rooftop and community shared solar offerings
163 drops considerably if costs are projected to be equal to or higher than the
164 customer’s current (pre-solar) total monthly energy costs.

165 These two studies demonstrate that there is sufficient interest in a subscriber solar
166 program to initiate a pilot program.

167 Q. What types of customers would be interested in the Program?

168 A. The market research studies show that customers who would be most interested in
169 a subscriber solar program include:

170 . Existing Blue Sky Program participants who desire a more direct tie to their
171 home energy use.

172 o Homeowners who are not in a position to install panels on their roof due to:
173 o] Physical limitations such as roof orientation or obstructions.

174 (o] Inability to secure financing to install roof top solar.

175 o] Preference not to take responsibility for maintenance.

176 o] Being renters and thus not in a position to install roof top solar.

177 o] Residents of condominiums who cannot install panels.
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The Company recognizes that some customers want choice in the type of electricity
they consume. The Program allows customers who are either not in a position to
obtain renewable energy on their own or who cannot afford the high up-front cost
to install solar panels on their home to obtain a higher percentage of renewable
energy than what is available through the Company’s existing resource portfolio.
How will the Program benefit Utah customers?

The Program will provide Utah customers with a choice to purchase solar
electricity. Subscriber customers are able to offset a portion of the energy charges
on their bill with energy produced by a specific solar resource. The Program is an
affordable and convenient option for customers who desire to receive the attributes
associated with solar without incurring the significant capital outlay, maintenance
obligation, and other issues related to a rooftop solar installation. At 100 percent
subscription, all program costs will be borne by subscribers with no costs shifted to
non-participating customers.

Are there other benefits to the Program compared to a typical rooftop
installation?

Yes. A significant benefit is the increased capacity factor, or level of output, from
the underlying utility-scale solar PV resources that will be used to support the
Program in comparison to a typical residential rooftop installation. Utility-scale
solar PV resources are typically located in areas with higher insolation (more sun)
levels. Furthermore, utility-scale solar PV resources typically incorporate designs
that maximize the amount of energy generated per level of investment in

comparison to the typical rooftop design. The Company expects that the utility-
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scale solar PV resource(s) that will be used to support the Program will have annual
capacity factors ranging from 26 percent to 31 percent depending on location and
technology. Typical rooftop installations along the Wasatch Front have capacity
factors in the range of 16 to 19 percent.

Subscriber solar customers would receive a significant benefit, in the form
of more output for the same amount of money, when the solar resources are located
in areas with higher insolation levels. Utility-scale resources also provide a benefit
from economies of scale and utilization of designs that increase the amount of

energy compared to rooftop designs.

SUBSCRIBER SOLAR PROGRAM DETAILS

Program Eligibility and Basic Design

Q.

A

How will the Program be reflected in the Company’s current tariffs?

Similar to Blue Sky, the Program will be available through a separate tariff schedule
or rider that will be added to the customer’s otherwise applicable tariff schedule.
The proposed tariff schedule, Electric Service Schedule No. 73, Subscriber Solar
Program Rider - Optional, is attached to my testimony as Exhibit RMP___ (PHC-
3). Schedule 73 sets forth the costs for each Subscriber Solar Energy Block, billing
provisions, and the terms and conditions for participating in the Program.
Residential customers, small non-residential customers on Schedule 23, and
customers on Schedule 6 who do not have interval meters will continue to take
service under their current or otherwise applicable rate schedule and be subject to
all applicable charges, except for the EBA tariff rider following the first year of

enrollment, in addition to charges on Schedule 73. Large non-residential customers
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currently on Schedules 6, 6A, and 6B who have internal meters and customers on
Schedules 8, 9, and 9A will move from those schedules to instead take service on
Schedule 32°, Service from Renewable Facilities, in addition to Schedule 73.
You indicated the Program is available to residential, small non-residential
and large non-residential customers. How is the program split among these
customers?
The initial offering is split as follows, assuming a 15 MW resource:
o Residential (Schedules 1, 2, 3): 30 percent (4,500 kW)
. Small non-residential (Schedule 23): 30 percent (4,500 kW)
o Large non-residential (Schedules 6, 6A, 6B, 8, 9, 9A): 40 percent (6,000
kW)

The Company intends to begin marketing the Program immediately after its
approval. After an initial marketing period of 180 days from the date of Program
approval, and at periodic intervals thereafter, the Company will assess whether
available unsubscribed capacity should be shifted between classes to meet customer
interest and will make adjustments accordingly.
What are the basic program design components?
The key program mechanics are summarized as follows:

1. Subscriber Solar Energy Block purchases can be locked in for two, five,

seven or 10 year terms.

2. Residential and small non-residential customers can subscribe to as many

S If the Program is approved, the Company will file a revised Schedule 32 to reflect its applicability to
Program customers.
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blocks as they want, but their subscription cannot exceed 100 percent of
their usage for the prior 12 months (on a kWh basis).

3. Industrial customers can subscribe to as many blocks as they want, but
their subscription cannot exceed the lower of 100 percent of their usage
for the prior 12 months or 500 kW.

4.  Subscriptions will be awarded on a first-come, first-served basis until
Program capacity is reached.

5. Ifacustomer cancels a subscription, the subscribed amount will be added
to the available Program capacity. Cancelation shall be effective at the
end of the billing period in which the request is made.

6. Customers may transfer their subscriptions to other points of electric
service delivery within the Company’s Utah service territory if they move
(provided they stay on the same rate schedule).

7. Customers can cancel their subscriber solar contract within 30 days of
signing up with no penalty/termination fee.

8.  Subscribers will pay a termination fee if they cancel before the term of
their subscriber solar agreement. The cancelation fee will equal six
months of the Solar Block Generation Charge times the number of blocks
subscribed times 200 kWh.®

9.  PacifiCorp will retain ownership of the RECs and all other environmental

attributes including but not limited to carbon emission reduction credits,

® The cancelation fee is intended to equal approximately six months of Program costs, with the assumption
that it may take up to six months to complete the acquisition and setup of another subscriber to replace the
one who canceled.
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and the credits will be retired by PacifiCorp on behalf of subscribers.

10. Residential and small non-residential customers can bank excess kWh
from month to month, and the bank will be cleared annually with any
excess kWh being donated to the Low Income Program.

11. The Program will not require new metering installations at a subscribing
customer’s point of delivery.

12. Customers participating in the Subscriber Solar Program cannot

participate in the Company’s net metering program.

Subscriber Solar Resource Selection Process.

Q.

A

Please describe the solar resource that will be used for the Program.

The underlying solar resource used for the Program will be acquired through a
Request for Proposal (“RFP”) process. The solar resource must be located in Utah
and must either interconnect directly with PacifiCorp’s transmission or distribution
system or be delivered into PacifiCorp’s service territory. Although the Company
would prefer the underlying solar resource(s) be highly visible to the public to
showecase the program, the cost and benefits will be the overarching consideration
in the resource selection process.

Three different types of structures are proposed: 1) Power Purchase
Agreements (“PPA”) with various terms (15, 20 and 25 years), 2) Asset Purchase
and Sale Agreements (“APSA”), also known as Build-Own-Transfer (“BOT”)
arrangements, and 3) Engineer-Procure-Construct (“EPC”) arrangements. In each
case, the Company will take ownership of the environmental attributes associated

with the underlying resource. The final mix of resources may be a combination of
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any or all of these types of structures depending on cost and benefits. Additional
details related to the RFP process and the types of structures solicited are included
in Exhibit RMP___ (PHC-4).

What is the timing and schedule for the RFP?

The Company issued the 2015 Solar Request for Proposals May 27, 2015. The RFP
documents can be found at the following web  address:

http://www.pacificorp.com/sup/rfps/RFP2015s.html. The RFP schedule is set forth

as follows:
Event Estimated Timeline
RFP issued May 27, 2015
Bidder meeting June 3, 2015
Responses due July 20, 2015

Shortlist selection

August 14, 2015

Shortlist submitted to Utah DPU

September 4, 2015

Best and final pricing update of Shortlist

September 11, 2015

Bidder negotiations completed

October 2, 2015

Final selection

October 16, 2015

Notice to Proceed (Pending approval of Program)

November 2, 2015

Project Commercial Operation Date

December 1, 2016

Why did the Company issue the RFP prior to approval of the Program?
Given the looming federal investment tax credit expiration date of December 31,
2016, it was necessary for the Company to begin the RFP process in advance of,

and to have the process run parallel to, the Commission approval process for the
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Program. The Company plans to select the RFP winners in October 2015. The RFP
participants are aware that the final notice to proceed will not be issued until the
Program receives Commission approval. For this reason, the Company is seeking
approval of the Program by the fourth quarter of 2015. It is critical to issue the
notice to proceed in the fourth quarter of 2015 to take advantage of the expiring
investment tax credit.

Furthermore, the cost to subscribing customers of the Program is heavily
dependent on the cost of the solar resource. The Company believes it will be helpful
to interveners in this docket and to other stakeholders to be able to understand those
anticipated resource costs during the Program approval process. The Company has
made its initial filing based on an estimated solar resource cost, and the Company
will update its estimated solar resource cost during the course of this docket as the
shortlist is finalized in the RFP and the solar resource cost is discernible.

What size of project is the Company seeking through the RFP?

The initial target size is 15 megawatts (“MW?). This size will allow for adequate
initial participation for the various customer classes at the allocations described
earlier in my testimony, while being small enough to meet the objective of being a
pilot program.

The Company intends to review the RFP responses and customer interest as
this docket progresses to determine if the solar resource size should be adjusted to
meet the needs of the program. For example, if a larger project results in a
materially lower solar resource cost, or if there is higher than expected customer

interest, the Company may select a larger solar resource. The Company intends to
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work closely with interveners and other stakeholders when selecting the final size
of the solar resource for this initial Program offering, but the current targeted size
is 15 MW. The shortlist from the Company’s RFP is scheduled to be completed on
August 14, 2015. The Company recommends, as part of the schedule in this docket,
that the Company provide on or around August 21, 2015 a supplemental filing
updating relevant Program information as needed to reflect the attributes (size,

price, capacity factor, etc.) of the expected solar resource.

Pricing of the Subscriber Solar Energy Blocks

Q.

A

What is a Subscriber Solar Program Solar Energy Block?

Each Solar Energy Block will represent one kW of capacity of the subscriber solar
resource. The corresponding kWh associated with each one kW capacity block will
be finalized once the solar resource has been selected and the expected production
profile of the solar resource is known. Based on a Company estimation of a solar
production output for a southern or central Utah solar resource, the Solar Energy
Block energy amount is expected to be approximately 200 kWh per one kW block
of capacity.

For residential and small non-residential customers, the Solar Energy Block
will be the same for each month and will be fixed for the duration of their
subscription length. Customers will have the option to select two, five, seven or 10
year contract options. While the output of the solar resource is expected to vary by
month, the Company has designed the Program to provide a levelized amount each
month to residential and small non-residential customers, such that the levelized

amount equals the expected total output of the solar resource on an annual basis.
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This structure simplifies Program design and the customer’s bill. When a customer
subscribes to the Program, the customer will select how many blocks of solar
energy to purchase.

At the expiration of the customer’s initial contract term, the customer must
enter into a new subscriber solar contract with a new contract term in order to
continue on the Program (if capacity is available). Capacity is not reserved for a
customer beyond their current contract term.

What is the cost of each Solar Energy Block?
A Solar Energy Block includes two cost components: 1) A Solar Block Generation
Charge to cover the cost of the solar generation resource and the costs associated
with the Program and 2) A Solar Block Delivery Charge to cover the delivery
related, or non-generation, costs (e.g., transmission, distribution, and customer
services).
How will the Solar Block Generation Charge be calculated?
The Solar Block Generation Charge is made up of the following three components:
1. Solar resource cost: the cost per kwWh of the Program resource.
plus
2. Utility generation cost: the cost per kwWh of utility generation required (in
addition to the solar resource blocks) to provide service to the customer.’
plus

3. Program administration costs:

" The “utility generation cost” is based on a set of data points including: 1) the difference between the
expected solar resource cost and the embedded cost of generation and 2) the difference between the expected
solar resource cost and the market value of the solar energy.
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Assuming a solar resource cost of $55 per MWh? (or 5.5 cents per kWh), the current
anticipated Solar Block Generation Charge for each customer class is as follows:
o Schedules 1, 2, 3: 8.8 cents per kWh subscribed
. Schedule 23: 8.5 cents per kWh subscribed
o Schedules 6, 6A, 6B (no interval meter): 8.2 cents per kWh subscribed
. Schedules 6, 6A, 6B (with interval meter): 8.2 cents per kWh subscribed
. Schedules 8, 9, 9A: 8.2 cents per kWh subscribed
The proposed Solar Block Generation Charge will be validated once the solar
resource cost is known, as described earlier in my testimony.
Will the Solar Block Generation Charge change over the term of the
customer’s subscription?
No. The Solar Block Generation Charge will remain fixed for whatever length of
subscription term chosen by the customer—two, five, seven or 10 years.
How will the Solar Block Delivery Charge be calculated?
The Solar Block Delivery Charge is in addition to the Solar Block Generation
Charge and applies to residential customers and Schedule 23 customers. The Solar
Block Delivery Charge covers delivery-related costs for transmission, distribution,

and customer services. It will be based the costs for these elements included in the

8 The final solar resource cost will be determined once the Company completes the RFP process. Program
costs will be updated to reflect the final resource cost.
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energy rates for the customer’s applicable service rate schedule.

The Solar Block Delivery Charge will be subject to changes in these cost
elements, and such changes will be consistent with approved changes in the
customer’s energy rate in their applicable service rate schedule.

The current Solar Block Delivery Charge would be 3.9783 cents per kWh
for residential schedules 1, 2, and 3, and 2.9294 cents per kwWh for Schedule 23,
based on the Step 2 increase approved in the Company’s most recent Utah general
rate case that will become effective September 2015.

For Schedules 6, 6A and 6B customers who do not have interval meters,
delivery-related costs for transmission, distribution, and customer services are
included in the Customer, measured Facilities, and measured Power charges for
those rate schedules (which those customers will continue to pay), so no Solar
Block Delivery Charge will be applied.

Large non-residential customers who participate in the Program will be
placed on the existing Utah Schedule 32, which contains a three-part partial
requirements rate and was designed for this type of delivery structure where a solar
resource is located in a different location that the customer’s load. Therefore, large
non-residential customers will not have a separate Solar Block Delivery Charge
since those charges are captured in Schedule 32 rates. Large non-residential
customers who participate in the Program will only pay the Solar Block Generation
Charge on Schedule 73, in addition to the charges on Schedule 32.

What is the anticipated total cost for each Solar Energy Block?

The anticipated cost in cents per kwWh, by customer class, for each Solar Energy
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Block is as follows:

. Schedules 1, 2, 3: 8.8 cents Solar Block Generation Charge + 4.0 cents Solar

Block Delivery Charge = 12.8 cents per kWh total charge.

. Schedule 23: 8.5 cents Solar Block Generation Charge + 2.9 cents Solar

Block Delivery Charge = 11.4 cents per kWh total charge.

. Schedules 6, 6A, 6B (no interval meter): 8.2 cents Solar Block Generation

Charge + No Solar Block Delivery Charge® = 8.2 cents per kWh total

charge.

° Schedules 6, 6A, 6B (with interval meter): 8.2 cents Solar Block Generation

Charge + No Solar Block Delivery Charge = 8.2 cents per kWh total charge

(delivery-related costs are included in Schedule 32 rates).

. Schedules 8, 9, 9A: 8.2 cents Solar Block Generation Charge + No Solar

Block Delivery Charge = 8.2 cents per kWh total charge (delivery-related
costs are included in Schedule 32 rates).
The actual Solar Energy Block charges to be included in the proposed Schedule 73
tariff will be established once the solar resource has been selected and the solar
resource cost is validated through the RFP process. Program administration costs
may also change slightly depending on the final size of the program.
REVENUE REQUIREMENT IMPACT OF THE PROGRAM
Q. What will be the accounting treatment of the Program funds received from

Program participants?

® Delivery-related costs for transmission, distribution, and customer services are included in the Customer,
measured Facilities, and measured Power charges for these rate schedules (which these customers will
continue to pay), so no Solar Block Delivery Charge will be applied.
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The portion of the Program funds attributed to Program administration, marketing
and billing costs will be treated similar to the current Blue Sky Program. The
portion of Program funds attributed to generation costs will be revenue credits
allocated to the applicable class cost of service for residential and small non-
residential classes. For Program participants billed under Schedule 32, Program
funds attributed to generation costs will be credited to general Utah revenue, similar
to the current treatment of Schedule 31 revenues.

Please briefly describe the accounting treatment for the Blue Sky Program.
Blue Sky program funds received from participating customers are booked to
liability accounts for each state, and the costs are charged against the liability
accounts.

How are the Blue Sky liability accounts and program charges against those
accounts treated for rate-making purposes?

Blue Sky liability accounts and program charges are excluded from revenue
requirement in rate case proceedings and, as such, have no impact on requested

revenue requirements in rate case proceedings.

Will the portion of the Program subscription funding that is attributed

to administration costs be included in revenue requirement in rate case

proceedings?
No. Program funding attributed to administration, marketing and billing and the
Program costs associated will these categories will be excluded from revenue

requirement, just as Blue Sky funding and program costs are not included in
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revenue requirement in rate case proceedings.
How will the Program solar resource costs and the portion of the Program
subscription funding that is attributed to generation costs be treated in rate
case and net power cost proceedings?
If the solar resource is a PPA, the PPA costs and benefits will be included in net
power costs for Utah, and the impact will be situs assigned to Utah. The PPA will
not impact net power costs for the other PacifiCorp jurisdictions. Utah loads and
resulting allocation factors will not be adjusted to account for the Program. Since
embedded costs will continue to be allocated to the subscription solar customer’s
regular class cost of service (since loads are not adjusted), the portion of the
Program subscription funding that is related to generation costs will be assigned to
the applicable rate class as a revenue credit to that class. In the case of Schedule 32
customers, who are not a separate class cost of service, the Program subscription
funding that is attributed to generation costs will be a revenue credit to Utah, similar
to the treatment of Schedule 31 customer revenue. The Program Solar Block
Generation Charges and Solar Block Delivery Charges have been calculated such
that the resulting revenue credit to the class cost of service (or to Utah general
revenues in the case of Schedule 32 customers) covers the forecasted cost impact
of the Program, assuming 100 percent subscription rate.

If the solar resource is a Company-owned resource, the costs associated
with the resource will be assigned to the standard asset accounting categories but
will be situs assigned to Utah (instead of system assigned). The energy benefits of

the resource will flow through net power costs and will also be situs assigned to
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Utah. The rest of the Program accounting will be the same as what | described for
the PPA scenario.

The Company intends to request as part of the procedural schedule in this
docket a technical conference to present to interested parties the accounting
mechanics for the Program costs.

Do the Program costs include any costs associated with the ramp up period for
subscriptions?

Yes. During the period prior to 100 percent subscription when subscriptions are
ramping up, short term Program funding may not fully cover the short term cost of
the Program if the solar resource cost does not equal the energy benefit. This issue
would only apply to the portion that is not subscribed. For example, if the solar
resource PPA price is higher than the net power cost benefit of the energy, and 10
percent of the Program is not yet subscribed, there would be no Program funding
to cover that difference for the unsubscribed 10 percent (because there would be no
subscribers for that 10 percent). This impact of the ramp up period has been
forecasted by the Company based on the forecasted subscription ramp rate and the
forecasted net power costs impact, and the costs have been built into the long term
Program costs paid by subscribers. So any near term shortfall in Program funding
due to the ramp up period in the early years will be made up by slightly over-
funding the Program in later years such that the over the life of the Program the
impact to non-subscribers is zero, assuming the ramp up to 100 percent subscription
occurs as forecasted.

Is there a potential impact to non-participating customers if the Program is
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not 100 percent subscribed?

Potentially. If the Program is not 100 percent subscribed, solar resource costs will
continue to be situs assigned to Utah, and the solar resource benefits will continue
to be situs assigned to Utah. The Program rates have been designed to cover the
forecasted difference between those costs and benefits assuming a 100 percent
subscription rate (after the expected ramp period). If a lower subscription rate
occurs, the difference for the unsubscribed portion of the solar resource will be
attributed to all Utah customers. This difference may be positive or negative
depending on the actual impact to net power costs during the times the Program is
not 100 percent subscribed.

Please summarize your testimony.

The Subscriber Solar Program offers Rocky Mountain Power customers the
opportunity to buy fixed kilowatt-hour blocks of electricity from a Company solar
resource at a fixed price and then use that purchase to offset their own billed energy
usage at their home or business. This Program was developed in response to
customer requests and interest in a “green tariff” or a way for customers to meet
their electricity needs with specific renewable resources. Customers will not incur
the upfront investment costs in solar panels and the ongoing maintenance costs that
occur with a typical rooftop installation, and they will benefit from the higher
capacity factor found in utility scale solar projects. Customers may buy blocks of
solar energy at a fixed (locked-in) energy price for two, five, seven or 10 year terms.
Their non-generation related costs (transmission and distribution) will continue to

be subject to future rate proceedings.
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524 The Program will be available to residential, small non-residential and large

525 non-residential customers. The Program is optional and is designed such that those
526 who participate in the Program will pay all costs associated with the Program. The
527 intent of the program is that there will be no subsidization of this Program by non-
528 participating customers at 100 percent subscription.

529 The Company recommends the Program be implemented as a pilot program
530 with a Company report after 18 months to assess the Program and to recommend
531 any needed modifications.

532 Q. Does this conclude your direct testimony?

533 A. Yes.
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